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TThe accounting system is subject to multiple 
challenges, of which this paper shall examine 
the challenges generated by environmental ac-
tivities. The accounting system is ill-equipped 
to provide adequate information about the en-
vironmental activities of organisations. Envi-
ronmental problems have become global, and 
as a result environmental accounting may be 
interpreted at several different levels, such as 
organisational, regional, and national. Due to 
the fact that a significant part of environmen-
tal damage is linked to the business sector, the 
corporate aspects of environmental accounting 
are a key topic of research.

The study seeks to find the factors that led 
to the formation of environmental accounting, 
the processes that it underwent as well as its 

current relevance on an international and do-
mestic level.

in terms of structure, the study can be divided 
into two major logical sections. The first logi-
cal section explores the roots of environmental 
accounting, i.e., social accounting will be ex-
amined. The development of environmental ac-
counting first started in connection with sustain-
ability and environmental disasters, the topic of 
which will be also be discussed in this paper.

The second logical unit discusses the rel-
evance of environmental accounting and the 
deficiencies of the traditional accounting sys-
tem. an outlook on Hungary is included in 
this section.

in terms of the methodology of this paper, the 
study relies on the processing and interpretation 
of the relevant professional literature, while the 
relevance of the study lies in the fact that, ac-
cording to my knowledge, to date no such com-E-mail address: Van.Hajnalka@eco.u-szeged.hu
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prehensive, analytical study has been compiled 
in the topic of environmental accounting.

RooTs

This chapter seeks to overview and categorise 
the concepts – because it is a new area of sci-
ence – and history of environmental accounting. 
sustainability and the social corporate responsi-
bility programmes of companies can be found in 
Hungarian professional literature, but we are not 
aware of any Hungarian language literature spe-
cifically exploring the tendencies of environmen-
tal accounting. in order to be able to grasp the 
concepts of environmental accounting one must 
go as deep as the economic activity performed 
in the natural environment, which has unfolded 
under the concepts of sustainable development. 
With the intensification of environmental prob-
lems, the corporate social responsibility of organ-
isations operating in the economy comes to the 
forefront; the first occasion on which accounting 
reacts to this is within the framework of social 
accounting, meaning that the relationship of en-
vironmental protection and accounting is rooted 
in social accounting.

The task of accounting is to supply infor-
mation on the operation of the organisations 
active within the economy. accounting facili-
tates the sharing of information, providing a 
method which increases the transparency of 
the operating processes (Dillard et al., 2005). 
The information need of the organisations, 
taking account of environmental and social ef-
fects, is a separate area of development of ac-
counting, which follows from the relationships 
of the economic sphere and the environment.

in order to ensure that concepts are used in 
a uniform manner in the study, certain distinc-
tions should be made right at the start. sustain-
ability accounting measures and analyses social 
and economic sustainability, i.e., it integrates 
the social, environmental and economic sides 

of the activities of the organisation (Lamber-
ton, 2005; schaltegger – Burritt, 2010). social 
accounting is a communication process, which 
mediates the social and environmental effects 
of the business activity of an organisation, with 
an emphasis on the transparency of the organi-
sations (Brown et al., 2006). Environmental 
accounting on the other hand embodies a type 
of research and practice, which focuses on the 
effect the organisation has on the natural envi-
ronment and the effect the environment has on 
the organisation. all of this may be interpreted 
and expressed in terms of financial and physi-
cal units (schaltegger – Burritt, 2010).

Based on this, sustainability accounting 
may be regarded as the widest category to in-
tegrate social accounting. The main purpose of 
the social accounting system is to communi-
cate organisational information to the interest 
holders – in particular about social and envi-
ronmental issues. Environmental accounting 
may be regarded as a sub-category of social 
accounting, integrating the relationship be-
tween the organisation and the natural envi-
ronment (Eugénio et al., 2010). The following 
section will focus on social and environmen-
tal accounting. initially, social accounting was 
geared towards capitalising on the factors that 
create value for the stakeholders. This goal is 
losing its relevance putting its communication 
function to the forefront. The development of 
social and environmental accounting diverges 
in the 1980s, when environmental accounting 
becomes stronger and social accounting is rel-
egated to the background.

THe pHases of developMenT  
of socIal and envIRonMenTal  
accounTIng

after clarifying the concepts, it becomes ob-
vious that the historical summary should be 
started by examining the path of the develop-
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ment of social accounting. Based on the profes-
sional literature it may be established that the 
following main phases of development may be 
distinguished in the course of the development 
of social accounting (adams, 2004; Mathews, 
1997; Eugénio et al., 2010; gray et al., 2008; 
Parker, 2005; Perego, 2005).

Evolvement increasing awareness of social 
accounting began in the 1960s (gray, 2002; 
Dillard et al., 2005), first evolving in the areas 
of corporate ethics, social responsibility and 
ecological issues (Loew et al., 2004).

in the beginning  interest in the topic in-
creased (in the 1970s), but there is still a certain 
decline expressed in terms of questioning the 
role of accounting and the merits of publishing 
information about environmental activity.

the new wave The natural disasters of the 
1980s (e.g. Exxon Valdez1) increase interest in 
the topic, because corporate activities are now 
causing problems on a global scale. intensive 
development is also prompted by the fact this 
was the time when specialised accounting peri-
odicals first appeared. This is the period when 
environmental accounting first starts to sepa-
rate from social accounting.

Maturation phase in the 1990s, the aware-
ness of environmental accounting within social 
accounting increases and becomes a key topic 
of research, gaining recognition within ac-
counting research.

Environmental accounting today Environ-
mental accounting helps measure environmen-
tal performance, which is closely tied to the 
social role played by companies. from a busi-
ness perspective, more and more interest is be-
ing expressed in understanding, measuring and 
managing environmental costs and revenues.

The various developmental phases will be 
examined separately, with the exception of the 
first phase. in the 1960s the major environ-
mental disasters encourage people to pay more 
attention to the environmental impact of hu-
man activity (Loew et al., 2004; Parker, 2005). 

Publications in the topic deal fundamentally 
with the system of relations between the envi-
ronment and the business sector as more and 
more negative effects impact the environment 
originating in the business sector (Brown et 
al., 2006; Herath, 2005). We must mention 
two publications from this period; the first is a 
book by Howard Bowen entitled Social Respon-
sibilities of a Businessman (1953), which coined 
the term “corporate social responsibility”. The 
other is the work of Rachel Carson titled Silent 
Spring (1962), which focuses on the issue of 
environmental protection and sustainability.

in the first years of environmental account-
ing – the 1970s – the number of researchers, 
primarily americans, focusing on the ethical 
issues and social impact of the operation of 
companies increases sharply (csáfor, 2009). 
These researchers mainly dealt with what re-
sponsibility companies owe to society (Mul-
lerat, 2009; gray, 2002). in 1972, the club of 
Rome report entitled The Limits to Growth is 
published (Meadows et al., 1972). The report 
calls attention to the harmful consequences of 
the sharp increase of the volume of economic 
activity; the utilisation of natural resources and 
environmental pollution will in time reach an 
extent that will have a catastrophic effect on 
humanity. interest increases, culminating in 
the stockholm conference of 1972, which 
deals with the destructive impact of human ac-
tivities on the environment. By the 1970s, it 
becomes clear that human activities – includ-
ing corporate activities – have a destructive im-
pact on the natural environment (Brown et al., 
2006).

observations of substance can be made 
from the 1970s regarding the research area of 
social accounting, and we consider it the start 
of the very first period from when the concept 
of social accounting is first mentioned (Eugé-
nio et al., 2010). as far as social impacts are 
concerned, accounting realises the significance 
of human capital relatively early and attempts 
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to measure and integrate environmental capital 
into the report. The research behind social ac-
counting can be considered an experiment in 
the 1970s to capitalise the value of employees, 
managerial skills and business acumen. This 
is driven by the goal to express all that creates 
value for stakeholders as a unit of quantity. 
furthermore, social accounting strives to iden-
tify revenues and expenditures caused by the 
economy for society. 

The period is characterised by a great num-
ber of empirical research studies, and the de-
velopment of models that promote the public 
disclosure of social accounting information. 
Research in the seventies focused primarily 
on examining the relationships of accounting, 
organisations and society (friedman, 1970; 
Jones, 2010; gray et al., 1993; Bartolomeo et 
al., 2000; Jones, 2003; owen, 2003). Environ-
mental accounting is an integral part of social 
accounting (gray, 2001). 

The majority of publications of the period 
are less sophisticated empirical research stud-
ies, motivated by the goal of measuring and 
analysing information (often unorganised and 
not very reliable) published by a small number 
of companies. The outcome of most such stud-
ies is basically a “yes/no analysis” to determine 
whether or not information concerning the 
social dimension of accounting is significant 
(Mathews, 1997). The development of such 
“yes/no analyses” is caused by the differences in 
information. organisation, the industry, size 
and profitability all provide different informa-
tion. This generates a problem of subjectivity; 
namely a decision must be made on which fac-
tors are included in or omitted from the report 
by its maker. also missing is a single theoreti-
cal basis, and the re-generation of results is also 
quite difficult (gray et al., 1995a).

a considerable area is covered in empiri-
cal research by the analysis of the relation-
ship between reports published on corporate 
social responsibility and revenues. this states 

that the two factors are not independent of 
each other (Bowman – Haire, 1975). Very few 
models are created in this period with the pur-
pose of creating a better founded theoretical 
underpinning. similarly to practical analyses, 
elaborated theoretical models do not concen-
trate exclusively on environmental or social 
areas either, instead covering a wider research 
area. one of the models worthy of mention 
is the model introducing general social cost. 
this serves to measure negative externalities 
generated by the company and also attempts 
to measure social benefits by taking the area 
of positive externalities into account (Ram-
anathan, 1976). another model is created that 
measures the impact of an organisation on the 
environment and also prepares a social impact 
analysis containing social revenues and social 
costs. the main objective is to express social 
outcome, social cost and revenue, built on a 
cash-flow basis. the problems of research, 
however, are caused by the difficult availabil-
ity and low reliability of data (Estes, 1972). 
in this given period, most efforts are basically 
aimed at measuring effects outside the com-
pany, so-called external effects.

it is a unique feature of the period that all 
publications that are not made in the field of 
traditional accounting or which support social-
ly-oriented data provision, are considered to be 
critical literature of the traditional approach 
(Linowes, 1968; Estes, 1972), and as such can-
not stand up as an independent research area.

as we are speaking of an emerging area of 
science, other disciplines also have an impact 
on accounting research. on the one hand, the 
majority of researchers come from other fields 
or use models from other areas to examine ac-
counting problems from a different aspect. The 
first researchers of social accounting came from 
the management field. furthermore, environ-
mental economics plays a significant role in the 
development of main lines of research. in the 
interest of being able to determine the private 
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cost of a given organisation, the externalities 
must be examined and assessed. Besides the 
haziness of this period, however, the above all 
contribute to the increasing interest in envi-
ronmental accounting (Mathews, 1997). 

at this time, only a few regulations exist 
with respect to international accounting rules. 
The corporate Report and the uK govern-
ment green Paper provide some support for 
social accounting (Mathews, 1997). in Eng-
land (accounting standards steering commit-
tee), communication is released on the need 
to increase the significance of environmental 
and social information in reports. in the us 
(american accounting association), publica-
tion in the field of social accounting is actively 
supported. two periodicals are of particular 
importance in this period – Accounting Review 
and Accounting, Organisations and Society – as 
they are supportive of the new topic and pub-
lish a number of empirical studies in this pe-
riod. The other scientific accounting periodi-
cals, however, are not open to this field of study 
(gray, 2002).

in summary, in the given period, environ-
mental accounting falls outside the focus of 
accounting literature. Researcher interest turns 
towards the social dimension, especially to-
wards employees, which today is referred to as 
social accounting. The empirical analyses cover 
several areas, and are typically descriptive and 
less professional. a number of models are cre-
ated aiming to measure and assess externalities. 
two main trends are distinguishable within 
publications; one sets the goal of modifying 
traditional social accounting and uses a finan-
cial unit of measurement, while according to 
the other, new challenges require a new meas-
urement system that do not use financial meas-
urement units (Parker, 2005).

as social accounting for the most part con-
sists of experimentation, by the end of the sev-
enties the topic is surrounded by scepticism. 
The major accounting periodicals do not yet 

exist; furthermore, the majority of existing 
accounting publications are not interested in 
this new topic. By the end of the 1970’s, social 
and environmental accounting is relegated to 
the background as government and the busi-
ness sector focus mainly on economic welfare 
instead (Perego, 2005). according to the tra-
ditional approach, the measure of corporate 
performance is profit; however, the need to 
maximise the social contribution of companies 
gains increasing prominence (Ramanathan, 
1976). interest in the topic gains new mo-
mentum when corporate social responsibility 
moves to the foreground, appearing as a new 
wave of the 1980s (Perego, 2005; adams et al., 
2004; Brown et al., 2006).

The new wave of the eighties is consider-
ably more complex than the first, as the issue 
of the environment, sustainable development 
and sustainability enter the realm of pub-
lic awareness due to the Brundtland Report 
(1987), and as a result the social and economic 
dimension gain increasing emphasis (adams 
et al., 2004; Brown et al., 2006; Bebbington – 
gray, 2001; Redclift, 1987; Elkington, 2004; 
Kerekes, 2007). nothing proves this more than 
the fact that in 1984 and 1986, the concepts 
of “environmental excellence” and “green con-
sumption” become widely used. specialisa-
tion processes commence in the field of envi-
ronmental accounting; for instance there is a 
separate group dealing with employee reports, 
added value, and the demand for a single, uni-
form accounting regulation and standards in-
creases. at the organisation level, the main area 
of research is the internalisation of externali-
ties, cost savings related to waste management 
and recycling and revenues attainable through 
green marketing (Mathews, 1997).

a number of new periodicals are established 
(e.g. Accounting, Auditing and Accountability 
Journal and the Journal of Accounting and Pub-
lic Policy) accommodating new research areas, 
which support publishing in the topics of so-
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cial and environmental accounting. Expecta-
tions towards research are also changing; more 
attention is paid to methodology in order to 
decrease subjectivity and increase the chance of 
reproducing analyses, and efforts are made to 
utilise verifiable data and concretise the prin-
ciples applied. The common theoretical back-
ground, however, is still missing (gray et al., 
1995a, 1995b).

according to the effort characterising the 
period, accounting experts (accountants and 
auditors) must be involved in the research 
concerning social and environmental account-
ing, and attempts should be made to integrate 
certain concepts from other areas (social con-
tract and organisational legitimacy) in order to 
justify the significance of accounting reports. 
towards the end of this period, the number 
of publications in the field of social account-
ing is gradually increasing, and at the same 
time, there is a sharp increase in the number 
of publications on environmental issues. in 
the period in question, there are a number of 
external factors impacting environmental ac-
counting such as philosophy, environmental 
problems and environmental economics. The 
concept of the social contract has the greatest 
impact on the establishment of the philosophi-
cal background of non-traditional, society-
oriented accounting. The explanation of the 
environmental problem-set, the areas of the 
environment, sustainability and ecology, and 
the halting of environmental deterioration – 
as relevant topics – are becoming increasingly 
popular (Mathews, 1997).

social responsibility has preoccupied ac-
counting experts ever since the seventies; how-
ever, a standard system of concepts and frame-
work still has not been established by the end 
of the eighties,2 for which there could be a 
number of reasons (gray et al., 1995a): 

•  social and environmental accounting are 
not linked to traditional accounting in all 
areas;

•  social and environmental accounting con-
cern significantly more areas than tradi-
tional accounting; for instance, financial 
and non-financial, quantitative and qual-
ity-related information all plays a role in 
the analyses;

•  researchers have entered and exited the 
field. This is the main reason why a com-
mon theoretical background, which could 
govern regular research, is unable to form;

•  the new research area is shrouded in con-
stant legitimacy doubts.

in summary, publications of this period 
concern a significantly greater number of areas 
than those of the preceding period. Empirical 
research is more analytical than descriptive; the 
normative models typical of the 1970s are ab-
sent in this period. Progress, however, is much 
greater in the development of the philosophi-
cal background. With respect to the disputes, 
the main issue is what role accounting can play 
in connection with information provided from 
the area of activity of social and environmental 
accounting. at the same time, another debate 
is in progress on the nature of environmental 
problems and the type of report that best fits 
the needs of the users of information.

in the nineties, intense development begins 
in the maturation phase as the interest shown 
by managers and accountants in the topic in-
creases (Deegan, 2002; Mathews, 1997, 2000). 
social and environmental accounting is em-
bedded in organisational rules, habits and laws 
(gray, 2001); thus, the case of environmental 
sustainability gains ground among companies 
as well (Brown et al., 2006). However, the 
inclusion of information on employees or so-
cial issues in the annual report does not play a 
dominant role; emphasis is placed on environ-
mental information instead (adams, 2004; Eu-
génio et al., 2010). The main topics of research 
include the presentation of environmental is-
sues in annual reports, management account-
ing implications of environmental accounting, 
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and the greening of accounting (Hines, 1991; 
gray et al., 1993; Jones, 2003).

The major accounting periodicals, among 
them the Accounting, Auditing and Accountabil-
ity Journal and the Accounting Forum, allow re-
searchers to publish their environment-related 
research. Parallel to this, more and more people 
are dealing with the burning necessity of theo-
retical underpinning. on the one hand, the 
main consideration is to set up a philosophi-
cal background which attracts researchers from 
other fields, and on the other to establish the 
main frameworks of environmental accounting 
(Mathews, 1997; 2000).

in this period, a number of other research 
areas affect environmental accounting besides 
accounting, such as auditing and strategic 
planning. Gray et al. (1993) emphasise that 
environmental accounting will gain headway 
faster if the analysed organisations, manag-
ers, accounting experts and research units are 
supportive of the new topic. The evolvement 
of this approach increasingly facilitates the 
development of the environmental account-
ing system, with social accounting increas-
ingly relegated to the background (Eugénio et 
al., 2010; adams, 2004). several publications 
are issued in the field of strategic management 
related to corporate social responsibility and 
environmental issues. for instance, one of the 
more popular research topics is the importance 
of the relationship between the company and 
the environment, the relationship of the val-
ue chain and recycling (Harte – owen, 1991; 
Mathews, 1997).

Environmental regulation is gaining ground 
in more and more countries. Even though the 
regulation is not formulated due to the crea-
tion of accounting standards and frameworks, 
it is adapted and implemented by accounting 
when preparing reports and, as such, its impact 
cannot be neglected (Mathews, 2000).

The publications mainly concern three ar-
eas; the first analyses the effects of sustainable 

development in accounting and according to 
its representatives “sustainability is a good 
thing and should be part of accounting activ-
ity” (Bebbington, 2001, p. 146). The next area 
studies the accounting reactions to sustainable 
development. finally, the third encourages the 
development of a new accounting system; this 
would provide solutions to the new challenges 
of sustainable development.

in summary, the publications appearing in 
the field of environmental accounting reach 
far beyond the field of social accounting (gray, 
2002; Mathews 1997). focus shifts to environ-
mental accounting as interpreted today, and all 
further development is characterised by the di-
versity of the areas.

today, pressure on environmental account-
ing is increasing in the interest of companies 
being able to integrate it into everyday prac-
tice. Environmental accounting is not treated 
separately from traditional accounting; in fact, 
it has an auxiliary function. its role is to in-
tegrate the financial impact of environmental 
and social matters into existing record-keeping 
systems (schaltegger – Burritt, 2010).

a number of publications are also issued 
to establish a philosophical background. as 
of the mid-nineties, various studies are re-
leased with the goal of establishing models and 
frameworks. one of the main publications is 
Mathews’ (1997) model, which develops a fi-
nancial, social and environmental reporting 
model for external stakeholders that is based 
on the social contract. Elkington’s (1994) triple 
bottom line concept integrates the financial, so-
cial and environmental dimensions, and insists 
on the positive relationship between sustain-
ability and corporate value (Perego, 2005). on 
the basis of this principle, companies provide 
information on social, environmental and eco-
nomic matters within a single report (Eugé-
nio et al., 2010). Schaltegger establishes a new 
form of accounting by bringing ecological ac-
counting – as a measurement method based on 
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physical units – into the field of environmen-
tal accounting. Ecological accounting develops 
independently of traditional accounting, and 
is subsequently integrated into traditional ac-
counting at the levels of both management and 
financial accounting. Ecological accounting 
takes the existing financial accounting system 
as a given, and does not concern itself with the 
collection of social accounting information of 
reporting (schaltegger – Burritt, 2000).

this confirms that in accordance with the 
two approaches of traditional accounting, the 
separation of the areas of management and fi-
nances is also apparent within environmental 
accounting. financial accounting primarily 
serves the information needs of external in-
terest holders, while management accounting 
serves those of internal interest holders. the 
main areas of research within management 
accounting include environmental costs, life 
cycle analyses and input-output analyses. 
Within financial accounting, the fields of 
environmental audits and environmental re-
ports merit mention.

Research aimed at environmental costs must 
be handled separately within management ac-
counting. The framework of sustainable costs3 
is the first to be applied and researched by 
companies (Howes, 1999; Bartolomeo et al., 
2000). The objective is to express an organi-
sation’s social and environmental costs arising 
from economic operation (Lamberton, 2005). 
in this period, several empirical studies are 
published within environmental management 
accounting (Ditz et al., 1995). The focus is on 
sustainable cost calculation, which shows the 
economic, social, and environmental aspects of 
sustainable development, and therefore may be 
considered an alternative accounting tool (Beb-
bington – gray, 2001; Bebbington, 2001). in 
addition to sustainable costs, research is also 
focused on accounting systems that feature 
natural capital accounting (gray, 1992). This 
accounting system follows up on resource pro-

cesses in terms of quantifiable units and non-
financial units; in the case of the latter the aim 
is to express the use of natural resources on 
the basis of financial units (Lamberton, 2005). 
This analysis ensures transparent registration 
for the inputs and outputs of the process, pro-
viding an additional possibility for analysis to 
state environmental impacts.

Within environmental financial accounting, 
environmental management systems are excel-
lent tools for informing external stakeholders, 
as one of their main goals is to inform external 
stakeholders of environmental performance 
within the company. in 1992, the Bsi group 
(British standards institution) publishes the 
very first environmental management stand-
ard, Bs 7750, which applies to great Britain. 
in 1993, the Eu publishes the Eco-Manage-
ment and audit scheme (EMas) (Regulation 
no. 1836/93), which builds on the Bs 7750 
system. This system helps to substantiate and 
implement environmental policy, assesses per-
formance regularly and subjectively, and pub-
lishes information on corporate environmen-
tal performance (Kósi – Herczeg, 2006). The 
goal is to improve environmental performance; 
however, joining the programme is voluntary. 
The goal of the EMas system is to encourage 
organisations to take well-organised voluntary 
steps to improve their environmental perfor-
mance. in 1996, the international organiza-
tion for standardization issues iso 14001 for 
similar purposes. in 1999, the aa1000 stand-
ard (institute of social and Ethical account-
ability) is released, aiming to increase the ethi-
cal performance of organisations (Mathews, 
2000). also worth mentioning is the copen-
hagen charter (1999), which contains man-
agement directives on information provision 
to stakeholders (Lamberton, 2005). Beyond 
environmental reports, an increasing number 
of indicators are created in order to measure 
company sustainability and rank companies 
accordingly (e.g. the Dow Jones sustainability 
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index) (adams et al., 2004; Brown et al., 2006; 
Elkington, 2004).4

With regard to the field of environmental fi-
nancial accounting one must highlight the ac-
counting repercussions of emission rights trad-
ing, which have come to the forefront after the 
entry into force of the Kyoto Protocol in 2005. 
Quotas are set for every country in order to re-
duce their emissions, and trading of these quo-
tas is also ensured. The countries participating 
in emissions trading may only emit as much as 
permitted by the emissions rights possessed by 
the given member. These quotas are distributed 
amongst the companies operating within the 
country, and as these rights are considered bal-
ance sheet asset items they are highly relevant 
from an accounting standpoint (in more detail: 
Reizingerné Ducsai, 2011; Milne – grubnic, 
2011; Rankin et al., 2011).

We can see that today the field of environ-
mental accounting comprises complex branch-
es of research. There are two major areas that 
can be distinguished based on the groups of 
stakeholders involved; these are financial and 
management accounting. The examination of 
the positive effects of the application of envi-
ronmental accounting, the study of the special 
practice relevant to the countries, and analys-
ing the relationship between reporting and 
corporate performance have a key role. The 
distinctive evaluation techniques, methods and 
comparisons in the various countries are now 
considered to be an important area of research 
(Bebbington, 2001; Eugénio et al., 2010).

Environmental accounting can also be con-
sidered at a national level. at the national level, 
the evaluation of natural resources includes the 
disclosure of environmental accounts in the 
system of national accounts (sna).agenda 
21 adopted in 1992 aimed to create an inte-
grated system of Economic and Environmen-
tal accounting (sEEa), supplementing the tra-
ditional sna system (giovanelli, 2004).

today we are witnessing a strong integration 

process, which tie together the three distinct 
areas discussed above (management, financial 
and national). There is a strong correlation 
between the information produced by the 
management accounting system and the in-
formation contained in environmental reports 
(Rankin et al., 2011), as environmental reports 
prepared by the individual organisations pro-
vide the input data on which the effects es-
tablished at the national level are based. This 
intertwining is particularly true for the topic 
of carbon accounting.5 The field of carbon ac-
counting basically measures pollutant emis-
sions, communicating it inside and outside 
the company (Bowen – Wittneben 2011). as 
quantification can be performed on a global, 
national and organisational level, all three areas 
can be integrated. The context in which carbon 
accounting is interpreted includes carbon di-
oxide emissions measured at the national and 
global levels, carbon footprints, air contami-
nation levels expressed in terms of monetary 
units interpreted from the perspective of man-
agement accounting, as well as air contamina-
tion levels expressed in terms of financial units 
measured with the help of financial accounting 
(ascui – Lovell, 2011; stechemesser – guen-
ther, 2012; Pellegrino – Lodhia, 2012).

after studying the phases of development 
of environmental accounting, the next section 
of the paper will discuss the characteristics of 
environmental accounting that supplement 
the traditional accounting system and feature a 
look at the regulations in Hungary.

THe sIgnIfIcance of envIRonMenTal 
accounTIng, HungaRIan ouTlook 

one of the basic features of accounting is that 
it records events within the company, events 
that can be verifiably proven and business 
events that be expressed in terms of monetary 
value (Baricz – Róth, 2006). taking environ-
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mental factors into account is all the more 
problematic, because environmental impacts 
appear primarily outside organisations. These 
external events are usually internalised with the 
help of statutory regulation, although the no-
tion that environmental protection is becom-
ing a key factor in corporate competitiveness 
seems to be increasingly justified (schaltegger – 
Burritt, 2000).6 traditional accounting focuses 
on economic transactions and disregards social 
costs and the exploitation of natural resources. 
increasingly strict environmental regulations 
are also a reason why it is becoming more and 
more important for decision makers to be able 
to appropriately factor environmental informa-
tion into their decisions (Milne, 1996).

traditional accounting provides even less in-
formation than environmental accounting on 
how corporate activity impacts the environment 
or how high social cost is. The main reason for 
this being that natural resources are not owned 
by the company and, as such, are not featured 
in the balance sheet; therefore, their depre-
ciation cannot be shown either (schaltegger – 
Burritt, 2000). The most important task of ac-
counting is to provide true and fair information 
for the stakeholder, which can be used to make 
a substantiated decision (Baric – Róth, 2006). 
if the system builds on deficient information, 
this goal cannot be achieved. given its original 
function, traditional accounting is a standard-
ised system of statements that cannot quantify 
and take into account the limited quantity of 
natural resources (gray et al., 1993).

traditional accounting gives priority to 
profit and cannot fully address environmental 
and social factors. it uses money as the stand-
ard unit of measurement and basically valuates 
at past value, which does not necessarily pro-
vide comparable and up-to-date information. 
Besides the fact that internal decision makers 
require information from environmental ac-
counting, there is also increasing demand from 
external interest holders, such as government 

bodies, other organisations, buyers, and banks. 
traditional accounting cannot provide ad-
equate information on the financial efficiency 
of environmental activity either to internal, or 
to external interest holders. in order to be able 
to provide information on the environmental 
performance of an organisation, appropriate 
data is required, which in many cases is reached 
through information expressed in physical 
units. occasionally, it is expedient to analyse 
input-output processes or examine the volume 
of output expressed in material units, which 
do not appear in traditional management ac-
counting specifically for environmental factors 
(Jones, 2010).

according to schaltegger “environmental 
accounting may be defined as a sub-branch of 
accounting that includes the activities, meth-
ods and systems that record, analyse and dis-
close the environmental problems of a defined 
economic system, or the economic effects of an 
environmental activity” (schaltegger –Burritt, 
2000, page 63). its tasks include the presen-
tation and examination of the financial conse-
quences of environmental protection as well as 
the analysis of the effects of economic activ-
ity on certain environmental factors (csutora, 
2001).

Let us briefly review the Hungarian regu-
lation related to environmental accounting. 
There is no separate regulation for the field of 
environmental accounting; there is minimal 
mention of environmental activity in the ac-
counting act (act c of 2000). 

The act in question refers to environmen-
tal obligations in connection with the balance 
sheet at the section on special reserves. it stip-
ulates that expected future costs and obliga-
tions must be indicated among special reserves. 
These obligations will probably and certainly 
be in effect on the accounting date; however, 
the date and amount of occurrence is uncer-
tain. Environmental obligations (e.g. restora-
tion) are examples of such future obligations.
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The balance sheet will naturally feature 
tangible assets purchased for environmental 
purposes under assets as well as the property 
rights linked to these (such as right of use, issue 
rights), and environmentally friendly stocks. 
Liabilities will include environmentally sig-
nificant items under liabilities in addition to 
provisions, such as environmental indemnifi-
cation obligations, credits and loans taken out 
to implement environmental investment pro-
jects. These are, however, not detailed in the 
accounting act.

The profit and loss account features environ-
mental costs and revenues, but there are no de-
tailed provisions about this in the account act 
either. There are specific categories defined for 
cost; these are called cost types. These cost cat-
egories may include environmentally relevant 
items. Material costs include raw and interme-
diate materials used for production; therefore, 
this category already contains environmental 
costs (such as environmentally hazardous raw 
materials used for the production of the prod-
uct). There are several environmental costs that 
may be included under the cost category ser-
vices used, such as cost of waste removal, cost 
of waste management, maintenance of envi-
ronmental equipment, cost of environmental 
training or various licensing fees. The cost of 
other services includes fees connected to envi-
ronmental protection, such as insurance pre-
miums and the green tax.7 Personnel costs may 
include the salaries and contributions payable 
on staff dealing with environmental protection, 
such as the personnel costs of auditors, trainers 
and employees working in waste management 
facilities. The depreciation of environmental 
equipment should be highlighted in the depre-
ciation cost category. Based on this it can be es-
tablished that the existing cost categories treat 
environmental costs in a consolidated manner, 
and that is why they are inappropriate for the 
preparation of the relevant statements; there-
fore, it is justifiable to separate environmental 

costs along different lines of consideration. 
The same is true on the revenue side; revenues 
include income generated from the selling of 
waste and environmentally friendly products/
services, which are also not detailed by the ac-
counting act.

The general data of the tangible assets di-
rectly involved in the protection of the envi-
ronment must be shown in the supplementary 
written annex to the report. The gross value, 
accumulated depreciation and the net value of 
the assets calculated from these figures must be 
disclosed. The written parts also include the 
provisions generated for environmental obli-
gations and costs. it is also important to talk 
about the actual figures of provisioned amounts 
released, the amounts booked as costs related 
to environmental protection, as well as any po-
tential environmental restoration obligations 
expected in connection with environmental 
protection. We can see that the act does not 
require separate records, just a summary pre-
pared on the basis of end-of-year calculations.

in the business report section of the state-
ment, the role of environmental protection in 
influencing financial situation must be dem-
onstrated, as well as the company’s responsi-
bility related to environmental protection, its 
planned environmental developments, funds 
potentially received for this purpose, and al-
ready implemented environmental measures 
and their level of implementation.

Based on the above, we can see that envi-
ronmental accounting – at least at a regulatory 
level – is not very popular today in Hungary. 
There are no compulsory reporting obliga-
tions either (unlike in Japan) (Kokubu, 2002). 
currently, companies active in environmental 
protection activities can be granted recogni-
tion by independent organisations; however, 
the statutory provisions are present at the level 
of obligations, primarily due to the emissions 
generated. in other words, the current regu-
lation punishes emission and fails to reward 
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prevention. Perhaps this study can contribute 
somehow to shift the focus to the prevention of 
negative impacts on the environment.

suMMaRy

one of the primary aims in the study was to 
explore the tendencies of the development of 
environmental accounting. the roots of en-
vironmental accounting manifest themselves 
in social accounting. During the first relevant 
period of development phases (the 1970s), 
social accounting develops much more sig-
nificantly than environmental accounting, 
which functions as a subordinate of the for-
mer. Empirical research is mostly analytical 
and less elaborate than in later periods. an-
nual reports place the main emphasis on com-
municating information regarding employees. 
in the second period (1980s), attention to-
wards environmental matters increases. Em-
pirical research is much more thorough, con-
tains fewer normative observations, and more 
and more articles are written dealing with the 
philosophical background. Demand for envi-
ronmental and social information – besides 
information on employees – increases. non-
accounting literature, environmental econom-
ics in particular, has a great impact on the 
development of environmental accounting. in 
the third period (1990s), environmental ac-
counting undergoes dramatic development; 
new areas are created; new research and new 

results have a stimulating effect. the com-
munication of employee-related information 
is relegated to the background, with the focus 
shifting to environmental information. to-
day, macro and micro-levels are distinguished 
within environmental accounting, and within 
the latter, management and financial account-
ing are considered to be independently devel-
oping fields. cooperation between the micro 
and macro-level is increasingly close. today, at 
an international level, one of the main areas 
of research is the integration of environmental 
accounting into corporate practice.

The other goal of the study was to exam-
ine the significance and regulation of the new 
system. Environmental accounting currently 
functions as an auxiliary sub-system to the 
traditional accounting system, the primary ob-
jective of which is to provide information on 
environmental measures within the organisa-
tion and the external environmental impacts it 
is responsible for. Environment-related infor-
mation has significance during both operation 
within the organisation and the communica-
tion of external information, and the tradi-
tional accounting system cannot appropriately 
handle this. at an international level, the ap-
plication of environmental accounting has a 
priority role; however, reviewing Hungarian 
regulation, we can determine that the act on 
accounting does not specifically regulate the 
field of environmental accounting, thus the ap-
plication of the method is basically voluntary 
at the level of organisations.

1 The Exxon Valdez was an oil tanker, which was 
shipwrecked in 1989. Damages and litigation 
costs amounted to 15 billion dollars (schaltegger – 
Burritt, 2005).

2 We must note that today we can find standard, 

single frameworks with respect to sub-fields (macro/
micro) within the environmental accounting system. 

3 The area’s restoration cost (sustainable cost).

4 By now, however, it has become apparent that the 
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