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Purpose — The implementation of environmental cost accounting is becoming
increasingly important in the context of MSMEs in Indonesia, given their significant
contribution to the economy and the challenges in managing the environmental
impact of business activities. This research aims to analyze the comparison of
environmental cost accounting implementation in two SMEs, namely Tempe Tahu
Bintang Jaya and the UD Mega Cipta Wood Sawing SME, as well as to evaluate the
effectiveness of environmental cost management in each business.

Methodology - This research uses a descriptive qualitative method with a literature
study approach. Data are analyzed based on the five stages of environmental
accounting: identification, recognition, measurement, presentation, and disclosure of
environmental costs.

Findings - The research results show that both SMEs have identified and measured
environmental costs, but there are still deficiencies in the recognition and
presentation of these costs separately in the financial statements. UMKM Tempe Tahu
Bintang Jaya is superior in separating environmental costs, although not
systematically, while UMKM Penggergajian Kayu UD Mega Cipta combines
environmental costs with administrative costs without clear details. The
implementation of environmental cost accounting in both SMEs is still in its early
stages and requires further development.

Implication - Efforts are needed to improve the classification, presentation, and
disclosure of environmental costs in order to strengthen social responsibility and
enhance competitiveness. Support from the government and increased awareness
among SMEs are crucial to encourage the wider adoption of environmental cost
accounting, thus supporting sustainability and social responsibility.

1. INTRODUCTION

Global awareness of the urgency of preserving the environment makes environmental
cost accounting increasingly considered. Companies need to pay attention to the environmental
impact of their business activities and include it in their financial reports (Fitriana & Susilowati,
2021). Environmental cost accounting plays an important role in helping businesses understand
and manage the environmental impact caused by their operational activities (Rhamadani &
Sisdianto, 2024). The application of this accounting not only serves as a reporting tool but also
as a strategic instrument to enhance cost efficiency and the company's image in the eyes of the
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public and stakeholders (Schaltegger, 2017). In addition, government regulations and policies
encourage business actors to implement environmental cost accounting environmental (Kelly
& Henny, 2023), such as Law No. 32 of 2009 on the Protection and Management of the
Environment, which emphasizes the importance of corporate responsibility in maintaining the
environment (Paru, 2018).

Environmental cost accounting is a system designed to identify, measure, and manage
costs associated with a company's environmental activities. This system includes prevention
costs, pollution control costs, environmental restoration costs, and operational costs related to
sustainability (Jasch, 2003). Environmental accounting is a development of social accounting
as a form of social responsibility in the field of accounting, which functions to recognize,
measure, present, identify, and disclose environmental accounting (Puspita & Surendra, 2019)
and (Lako, 2018). Environmental accounting plays a role as an effort to preserve the
environment by voluntarily disclosing environmental costs in financial statements (Desty &
Ersi, 2024). Attention to environmental and sustainability issues is increasing worldwide,
including in Indonesia (Kusnandar et al., 2025). This is driven by the increasing awareness of
the negative impacts of business activities on the environment, such as water, soil, and air
pollution, and the excessive exploitation of natural resources (Juliana et al., 2025).

To address the increasingly pressing environmental challenges, the concept of
environmental cost accounting has become very relevant and important, including for micro,
small, and medium enterprises (MSMEs), because environmental accounting is one way for
companies to demonstrate their responsibility towards the environment. This concept is
relevant for both large-scale companies and MSMEs (Puspita & Surendra, 2019), and
environmental cost accounting contributes to managing environmental impacts and resources
more effectively, in line with the principles of sustainable development (Bagraff & Ahsan,
2024).

SMEs play a crucial role in Indonesia's economic growth, contributing to the national
gross domestic product (GDP) and absorbing a large amount of labor (Pratiwi, 2020; Monoarfa
& Juliana, 2025) thus contributing to sustainable development (Yolanda, 2024; Sari et al., 2025).
According to data from the Ministry of Cooperatives and SMEs (2021), MSMEs contribute
around 60% to the national GDP and absorb more than 97% of the workforce. The main
challenge is that MSME:s are less aware and do not understand the importance of incorporating
environmental cost aspects into their cost accounting systems. This is often caused by limited
resources and technical knowledge (Pratiwi, 2020).

Based on that background, this research aims to analyze the comparison of environmental
accounting implementation at the Tempe Tahu Bintang Jaya MSME and the UD Mega Cipta
Wood Sawmill SME. The urgency of this research is to evaluate the effectiveness of
environmental cost management, support for sustainability programs, and the social
responsibility of SMEs (Pratama & Sisdianto, 2024), which will have implications for policy
implementation in the SME sector that still requires further support and supervision (Sari,
2021).

2. LITERATURE REVIEW

Jasch (2003) explaining that environmental cost accounting helps companies identify
costs related to prevention, pollution control, and recovery of environmental damage caused by
business activities. This concept is important because companies must be able to understand
the magnitude of the costs incurred to manage negative impacts on the environment in order to
improve and enhance operational efficiency (Fransiska et al., 2025).

Previous research from Sari & Muda (2023), stating that green accounting, which
incorporates environmental cost elements, can help companies reduce operational costs while
also enhancing the company's internal perspective. The results of the research by Indriastuti &
Mutamimah (2023), stating that the implementation of green accounting and sustainable
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performance in SMEs can reduce and even eliminate environmental costs and improve the
environmental performance of SMEs. The concern of SMEs for the environment through the
application of green accounting can become a value added for the sustainability of SME
businesses (Rhamadani & Sisdianto, 2024).

The result of the research (Sari, 2025) and (Pratama & Sisdianto, 2024), namely green
accounting helps MSMEs manage environmental impacts by recording and analyzing costs
related to the environment, energy efficiency, and waste reduction, while an environmentally
friendly work culture fosters awareness of sustainability. This research also found that the
implementation of green accounting is still in its early stages, focusing on energy efficiency
and waste reduction. The application of a green work culture is still limited to basic aspects
such as plastic reduction and energy savings. The positive impacts of these practices include
increased operational efficiency, business image, and customer loyalty.

View according to (Schaltegger, 2017), In line with the previous research mentioned
above, one of the reasons why the implementation of environmental cost accounting is
important is to help SMEs identify resource wastage and improve operational efficiency. In
addition, environmental cost accounting can help SMEs comply with increasingly stringent
environmental regulations and enhance the company's image in the eyes of consumers and
stakeholders. However despite this, there are statements in practice that many SMEs face
challenges in terms of implementation costs, understanding the concept, and limited internal
capacity to effectively manage environmental cost accounting.

This is in line with the findings in Zulhaimi's (2015) research that few companies
implement green accounting. And also an article by Latif (2023) which states that in practice,
many companies tend to neglect environmental issues and only prioritize profit without
considering third parties namely stakeholders.

The environmental cost report in Franciska et al (2019) research findings includes a
grouping of prevention, detection, internal failure, and external failure costs according to
Hansen & Mowen's theory (Paru, 2018).

3. METHODOLOGY

The method applied in this research is a descriptive qualitative method (Sukmana, 2022).
The data source is secondary, with data collection techniques through literature study. The main
literature study contains the data object being analyzed, namely: UMKM Tempe Tahu Bintang
Jaya (Te et al, 2024) and the Wood Sawing SME UD Mega Cipta (Puspita & Surendra, 2019)
and other relevant literature studies, totaling 25 sources. Data were collected based on these
literature studies, then analyzed through the five stages of environmental accounting:
identification, recognition, measurement, presentation, and disclosure of environmental costs,
and the data were analyzed (Suyudi et al, 2020) to find similarities and differences, followed
by drawing conclusions and implications.

4. RESULTS AND DISCUSSION
1. Results
Initial stage of implementing environmental cost accounting at UMKM Tempe Tahu

Bintang Jaya

1. Conducting Environmental Cost Identification
In the process, UMKM Tempe Tahu Bintang Jaya has identified environmental costs, but it
is still done in a general manner without any specific categorization, such as expenses for
cleaning equipment, equipment maintenance, and pipe repairs.

2. Making Expense Recognition
Using the accrual method, where environmental costs are recognized even though cash has
not yet been disbursed. These costs are included in the category of goods, services, and
production costs, but do not have a specific item or account.
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3.

Conducting Cost Measurement

SMEs measure environmental costs based on the actual costs from the previous period using
the historical cost method. This provides an overview of the actual expenditures required for
waste processing.

. Presentation of Costs

Environmental costs are presented in financial statements in general, not explicitly separated
as environmental items. This presentation refers to the normative model, which records
environmental costs alongside other similar costs.

. Cost Disclosure

There is no specific disclosure related to environmental costs in the financial statements.
Environmental costs are combined with capital expenditures and other operational costs.
This makes it difficult to specifically assess the responsibility of SMEs in waste
management.

Stages of Implementing Environmental Costs in the Wood Sawmill MSME UD Mega Cipta

1.

Conducting Environmental Cost Identification

MSME UD Mega Cipta identified the negative impacts of wood milling operations, such as
solid waste and gas emissions. However, these costs are considered part of general expenses
without detailed classification.

. Making Expense Recognition

Environmental management costs are recognized as an annual budget allocation for
operations. However, there has been no specific recognition in the financial statements
because they are considered part of overhead costs.

. Conducting Cost Measurement

The measurement of environmental costs is based on the realization of costs from the
previous period. This provides a simple approach but does not adequately reflect the actual
needs for waste management.

. Presentation of Costs

Environmental costs are presented as part of general administrative expenses. This
presentation is not separate and does not reflect transparency in environmental expenditures.

. Cost Disclosure

There is no explicit disclosure regarding environmental costs in the financial statements.
These costs are presented together with other operational costs without further details. A
summary of the comparison of SMEs in the implementation of environmental costs is
presented in Table 1.
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Tabel 1
Implementation of Environmental Costs
Aspect MSME Tempe Tahu Bintang MSME Penggergajian
Jaya Kayu UD Mega Cipta
Identification Identification was carried out but Identification is carried out in
not in accordance with PSAK general without details
standards
Recognition Using the accrual basis and doesn’t The recognition is made as part
having a specific item of the general expenses.
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Presentation Not presented specifically Served with the cost
in the financial report General Administration
Measurement Using historical cost references Using the reference to budget
from the previous period realization previously

Data processed by the author, 2024

2.  Discussion

Based on Table 1 above, it can be interpreted that both SMEs have similarities in waste
management and recording environmental costs using a historical basis in measuring
environmental costs, and both have identified, disclosed, recognized, measured, and presented
environmental costs. However, there are also differences between the two journals, namely that
the Tempe Tahu MSME has already implemented the separation of environmental costs,
although not yet fully systematic and detailed, whereas the Wood Sawmill MSME tends to
combine environmental costs in the general administrative report without any specific details.
Additionally, the Tempe Tahu SMEs focus more on handling liquid and solid waste with an
emphasis on the biological impact of organic waste, whereas the Wood Sawing SMEs focus on
solid waste and gas emissions that have the potential to pollute the air and surrounding
environment.

The stages of implementing environmental cost accounting in both SMEs include
identification, recognition, measurement, presentation, and disclosure of environmental costs.
Although both SMEs have identified environmental impacts, such as liquid waste, solid waste,
and gas emissions, specific cost categorization has not yet been carried out (Apriani et al, 2023).
The Tempe Tahu MSME uses the accrual method in recognizing environmental costs but does
not have a specific cost item, whereas UD Mega Cipta records these costs as part of overhead
costs (Fitriana & Susilowati, 2021) without specification. In cost measurement, both SMEs use
a historical approach based on the realization of costs from the previous period. However,
reporting transparency becomes an issue because environmental costs have not been presented
or disclosed separately in the financial statements.

This finding is in line with the research results of (Sari, 2025), SMEs record and analyze
environmental costs to help SMEs manage their environmental impact. Also in line with the
statement from Sari & Muda (2023), that both SMEs have implemented green accounting by
incorporating environmental costs. However they have not yet been able to provide information
regarding the reduction of operational costs because environmental costs have not been
presented separately, thus they cannot indicate the implications of reducing or eliminating
environmental costs as in the research results of Indriastuti & Mutamimah (2023). Similarly it
has not yet been able to help MSMEs identify resource wastage and improve operational
efficiency as mentioned by Schaltegger (2017). This finding illustrates that the implementation
of green accounting is still in the early stages, as stated by Sari (2025). This finding has not yet
been able to prove Latif (2023) statement because the company has already implemented
environmental costs in its business activities, but it has not yet been traced whether the company
focuses solely on prioritizing profit. This finding also cannot yet prove the findings in Zulhaimi
(2015) research, because it has only analyzed two companies.

For that reason it is recommended that UMKM Tempe Tahu Bintang Jaya start
specifically categorizing environmental costs in their financial statements. This includes the
categorization of prevention costs, detection costs, internal failure costs, and external failure
costs according to the Hansen & Mowen theory (Paru, 2018) and research from Franciska et al
(2019). Costs that can be categorized, for example, include the cost of liquid waste
management, wastewater treatment plant maintenance, and the use of more environmentally
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friendly raw materials. In addition SMEs need to present and disclose environmental costs
separately in their financial statements. With a special item for environmental costs, both
internal and external parties will find it easier to evaluate waste management performance
(Cohen & Robbins, 2012). In the financial report notes, details regarding the allocation and
use of waste management costs should be explained in detail, as stated in the research by
Indriastuti & Mutamimah (2023) dan Schaltegger (2017).

On the other hand as stated by Sari (2025), that green accounting helps SMEs manage
environmental impacts by recording and analyzing costs related to the environment, energy
efficiency, and waste reduction, and fostering a work culture that promotes environmental
awareness and sustainability. Thus SMEs can optimize the utilization of the waste produced.
Solid waste has already been used as animal feed, but solutions need to be found for managing
liquid waste to prevent environmental pollution. MSMEs can invest in more efficient waste
processing technologies, such as repurposing liquid waste for non-consumable production
needs or installing more affordable wastewater treatment plants for small-scale businesses.
With these steps MSMEs not only enhance their social and environmental responsibility but
also strengthen public trust in their operations (Schaltegger, 2017). Meanwhile for the wood
milling MSME UD Mega Cipta, improvements are needed in the identification and recording
of environmental costs. Costs related to waste management, such as wood dust and gas
emissions, should be identified in detail and not just included in general expenses.

The presentation of financial statements also needs to be improved by including a specific
item for environmental costs, so that it better reflects the environmental responsibility of the
SME:s. In addition the measurement of environmental costs, which has so far been based solely
on previous cost realizations, needs to be improved by considering actual needs and long-term
cost estimates. As an additional step SMEs can adopt environmentally friendly technologies,
such as filtration systems for wood dust or waste management that can be reused as by-products
(Sari, 2025) and (Pratama & Sisdianto, 2024). This not only helps minimize environmental
impact but can also create new revenue opportunities. By presenting transparent financial
reports and improving waste management, SMEs can gain a better reputation in the eyes of the
public and enhance their competitiveness in a market that is increasingly concerned with
sustainability (Rhamadani & Sisdianto, 2024).

Based on the findings in this research, there are several practical and theoretical
implications related to the implementation of green accounting in SMEs. Practically, a more
systematic and detailed application of environmental cost accounting can help SMEs such as
Tempe Tahu Bintang Jaya and UD Mega Cipta better manage their environmental impact. By
categorizing environmental costs into more specific elements—such as prevention costs,
detection costs, internal failure costs, and external failure costs—SMESs can identify potential
inefficiencies, reduce long-term operational expenses, and enhance waste management
efficiency. This approach also improves accountability and transparency in financial reporting,
making it easier for stakeholders to assess the companies’ environmental performance.

Theoretically, this study contributes to the growing body of knowledge on green
accounting practices in SMEs, particularly in developing countries like Indonesia, where
structured implementation remains limited. The findings demonstrate that green accounting
practices are still in their early stages and require policy support and technical guidance to
enable SMEs to use environmental cost information as a foundation for strategic decision-
making. This aligns with environmental accounting theory, which emphasizes the integration
of financial and sustainability information as part of corporate social responsibility. Therefore,
this study can serve as a valuable reference for further research exploring the relationship
between green accounting, operational efficiency, and SME competitiveness.

5. CONCLUSION
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This research highlights the importance of implementing environmental cost accounting
in SMEs to support sustainability and corporate social responsibility. SMEs play a significant
role in the Indonesian economy, but this substantial contribution is often accompanied by
challenges in managing the environmental impact of their business activities. Through case
studies on UMKM Tempe Tahu Bintang Jaya and UKM Penggergajian Kayu UD Mega Cipta,
this research reveals that the implementation of environmental accounting is still in its early
stages and requires further development.

The implementation of environmental cost accounting in SMEs in Indonesia still requires
increased awareness, capacity development, and policy support. With better implementation,
SMEs can enhance social responsibility, strengthen their positive image in the eyes of the
public, and create better competitiveness in a market that is increasingly concerned with
sustainability. There for it is necessary to raise awareness and implement specific standards for
environmental accounting from various parties, both internal and external, in order to support
the sustainability of small and medium enterprises in Indonesia. The limitation of this research
is that it cannot be generalized to a broader population. There for further research can develop
it by expanding data sources or employing various triangulation techniques.
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