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CHAPTER I 

INTRODUCTION 

1.1 Research Background 

Human has been living along with the nature for a very long time, since 

the prehistoric age, till this modern age, and even more that we don’t know yet 

when. Our nature provides anything we need to survive in this earth, food, water, 

oxygen, and any other natural resources needed by us to sustain the living in this 

world. Mankind and the nature lives side by side, together, and need each other to 

survive, the reason human may develop the society in these thousand years 

because nature helps us to. 

Along with the development of the human, human starts to learn 

economics, they learn how to do business with each other, and business grows 

rapidly also, from a simple barter, to the trading usage of gold and silver as the 

money, paper money and even now into a multinational companies, to keep up 

with the growth of the business, business needs a tool to help it to provide a 

reliable information for business decision making, later on known as accounting. 

The task of accounting is to supply information on the operation of the 

organizations within the economy. Accounting facilitates the sharing of 

information, providing a method which increases the transparency of the 

operating processes (Dillard et al., 2005). According to Statement of Financial 

Accounting Concepts No. 2 About Qualitative Characteristics of Accounting 

Information, that information must be reliable, relevant, comparable and 
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consistent (SFAC No. 2, 2008). To fulfill the needs of the business, accounting 

also transforms from time to time.  

The rapid growth of business must be followed by accounting, as modern 

business demands on a good amount of profits of accounting reports, accountants 

have to do cost management, and this practice sometimes solely focus primarily 

on profitability as the sole indicator of business performance. A business's success 

is judged by the profits it makes and the market value of its shares. The 

concentration is on capitalistic modes of production, and social and environmental 

responsibilities are often sacrificed. This has been enhanced by the academic 

curriculum emphasis on profits as the primary determinant of business success 

(Tinker,1985). By that practice, accountants are blamed of causing the destruction 

of the nature happened around us (Lako, 2014). 

The natural destruction could be shown in many forms, the increasing 

number of temperature degrees, the burnt forest, flooding areas because of the 

global warming etc. The nearest one around us, is the burning forestry, in 2015, 

the world bank called it as ,”The Biggest Environment Criminal Action in 21th 

Century”, a big amount of forest and field were burnt uncontrollably since August 

2015, and the impact on the health, education, and endanger the life of millions 

Indonesians life, and even Singaporeans and Malaysians and other countries near 

Sumatra and Kalimantan, and it also costs billions dollar lost for Indonesia 

economically. 

Based on Republic Indonesia Health Ministry data, the forestry fire in 

2015 has caused 425,377 people suffered from Acute Respiratory Infection, and 
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cause 10 people die because of the haze only in June-November 2015. It is 

predicted that the economic loss that occurred because of the fire reaches the 

amount of 200 trillions rupiah. Indonesia Forestry and Environment Ministry 

stated that the amount of burnt forests and fields in Indonesia during 2015 reaches 

2.1 million hectares, mostly in Kalimantan and Sumatra Island. Meanwhile, about 

838,000 Hectares or 40 % of the burnt forest and field are located in South 

Sumatra Provinces. 

According to WALHI’s research released in 2012, private companies are 

the most destructive bodies that responsible for the forest fire in Indonesia 

compared to government and society, companies are responsible for the 31.4 % 

destruction of Indonesian nature. And these companies do that for a good reason, 

based on the research of Herry Purnomo, researcher from Center for International 

Forestry Research (CIFOR), that is released by BBC Indonesia in 24 September 

2015. The burnt of forest land clearing only costs for $ 10 - $ 20 per hectare, 

meanwhile manual land clearing would cost about $ 200 per hectare, and the 

selling price of the land from burning land clearing would be higher to 11,2 

million rupiahs per hectares, compared to manual one that is only 8,6 million 

rupiahs because of the high quality soil that comes from the burning forest itself. 

It shows that how companies react to save cost and maximize profit, as a truly 

economic entity with a profit motive. 

It is predicted that the natural destruction of forest, river, coast, and sea 

will still occur in 2016 said Mukri Friatna, Manager of Indonesia WALHI. 

According to the news released by National Geographic Indonesia, the journal 
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named “Geology” by Denmark Geologist Nicolai Krog Larsen in 18 February 

2015, said that the world would not sustain too long due to the increasing 

temperature, if the nature destructions are continued, the increase of 4 celcius 

degrees could be a doom for the world. are there any preventions done ? 

Yes, there are some preventions actions done, such as the Stockholm 

Declaration in 1972 as the first world conference about the environment, 

Stockholm Declaration recognizes human rights but in the same time, also address 

that human are also responsible in maintaining the environment so that it could 

survive for the future generations. Stockholm Declaration reflects the sustainable 

base of development that inspires the Earth Summit in Rio de Janeiro 1992, taking 

the theme “The Future We Want”, that is a hold-together principal of the leaders 

around the world to renew the commitment of sustainable development, 

economic, and social. They realize that it needs a green economy in all of the 

country if the world would commit on sustainable development (Lako, 2014). 

Manager of Indonesia WALHI, Mukri, also said that Indonesian government 

under the command of President Joko Widodo has shown a good concern on the 

environmental issue, it was shown by the presence of President Joko Widodo in 

Conference of Parties (COP) 21 United Nations Framework on Climate Change 

Convention (UNFCCC) in Paris, in the late 2015 ago. Even though that doesn’t 

give a warranty that there will be a change in the natural resources management 

system in Indonesia. Is that enough to conserve the world ? 

The pace of the natural destruction is faster than the invention of the new 

technology to stop it (Sunardi PhD, 2016). More than that, in 2016, World 
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Meteorological Organization released their research, stating that 2016 has broken 

the record for the hottest year in the century. That shows a lot that the destruction 

of the nature has gone too fast and too far, any conferences held by the United 

Nation and also some ecological bodies show that the pace of the destruction is 

too quick because the number seems keep growing even though any preventive 

actions have been taken. The only way to survive this problem is to stop the main 

cause of this problem, natural destruction happens because businesses do not 

concern in the environmental issue in their decision making, and focus only how 

to get as many profits as possible, but businesses must be aware that if they want 

to survive, they have to sustain their environment also, and to accommodate those 

two things at once, green accounting is the solution.  

Green accounting, or also known as environmental accounting is a part of 

social economic accounting (Lako, 2014). Green accounting is used as 

management tools to conduct in various purposes for example, improving 

environment performance, controlling costs, investing in cleaner technologies, 

developing greener processes, and performing related to product mix, product 

retention and product pricing (Boje, 1999).The usage of the green accounting 

could increase the amount of the corporate social responsibility given by the 

companies to the community or even on using a more eco-friendly policy, and in 

the end, could help to sustain the nature (Lako, 2014). Green accounting is 

definitely needed by now, green accounting changes the main focus of the 

accounting that does not only concern on profit, but in the same time, concern 

about the environment also. The world is facing a social-environment crisis by 
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now, and it is getting worse and worse from time to time, the social-environment 

crisis will not make the earth last longer if we as the human does not care and find 

a way to sustain our earth, closer than that, we are also in the same way of 

conserving our own business sutainability by using green accounting. 

Even though that green accounting could create major benefits on the 

companies, there are some problems that could occur on implementing green 

accounting to replace the old-fashioned conventional accounting. As we know 

that conventional accounting is based on General Accepted Accounting Principle 

(GAAP) that stays on some rules that a little bit conservative and not relevant 

anymore in some condition, let’s say about the conservatism. Along with the 

development of IFRS, conservatism is not completely used in some conditions, 

especially in recording the CSR expense, there will be a problem in reporting CSR 

as an expense like conventional accounting did, rather than that, green accounting 

recognizes CSR expenses as an intangible asset, because by fulfilling CSR, the 

company will gain reputation that at the end will create a value for the Company, 

and it should be valued by the judgment of accountants as an intangible asset as 

IFRS gives us a space for it (Lako, 2014). At the end, the departure into green 

accounting will not be easy because the specific accounting standard that concerns 

on the green accounting has not existed yet (Deshwal, 2015), there are some other 

standards that existed but they act as a voluntary use, not a must. Moreover, green 

accounting is a relatively new issue in Indonesia and in some other developing 

countries, such as India (Minimol, Makesh, 2014), Thailand (Yeunyong, 2012) 

and any others. There might be difficulties in implementing the green accounting, 
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because green accounting is basically contradicted with the entity theory. Green 

accounting supports the responsibility to the environment as a part of accounting, 

but in the same time, entity theory as stated by Friedman in Baron (2002), said 

that the business is solely focus on the shareholders’ goal in maximizing profit, 

any managers who think that the entities have a resonsibility to the environment 

and social life broadly are managers that are out of track with the intention of the 

shareholders. These contradiction will hamper the implementation of green 

accounting, even that does not mean that it cannot be implemented. Because it is 

not a voluntarily but a neccesity for the company itself, in the same time, 

accountants as the representative of the companies do have a social contract with 

the society and the environment within it. Along with the rising awareness 

towards the environment, the company which does not obey the social contract 

will find difficulties in continuing the operations within a community that values a 

clean environment (Tinker and Neimark, 1987).  

 The need of the green accounting standard from the point of view of social 

of accountants is also emphasized by the legitimacy and stakeholder theory. Both 

of the theories urge the businesses to do social responsibility not because they are 

willing to, but they must to (Kouhy and Lavers, 1995 in Deegan, 2004). The green 

accounting standard will help the accountants to obey with the social contract and 

in the same time, may benefit the companies to grow and be sustainable.  

In the end, Indonesia itself has suffered a lot of natural disasters because of 

the greedy nature of its humans. Indonesia’s ecosystem is degrading from time to 

time and need to be conserved for our future generations. Applying the same old 
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conventional accounting will not solve the main cause of problem, the greedy of 

profit oriented concept of conventional accounting, so that Indonesia will need the 

green accounting concept, That reason makes the writers want to do a research 

about the needs of green accounting in Indonesia, and take a title of “The Need 

for Green Accounting Standard in Indonesia (In the Perspective of Social 

Function of Accountants)”. 

1.2 Problem Formulation 

The problems to be analyzed in this study are: 

a. What are the strengths and weaknesses of green accounting ? 

b. How is the need for green accounting standard in the social 

function perspective of accountants ? 

1.3 Research Objectives 

Based on the background, we can simply conclude that the 

objectives of this research are : 

a. To investigate about the strengths and weaknesses of green 

accounting in Indonesia. 

b. To observe the needs for green accounting standard in the 

perspective of social function of accountants in Indonesia. 

1.4 Research Usefulness  

Based on the research objectives, we can conclude that this research 

usefulnesses are : 

1.4.1 Theoretically : 

1.4.1.1 For other university students (especially accounting dept.) : 
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Researcher hopes that by reading this proposal, any other university 

students, especially accounting students may be able to have clearer 

view about the usage of green accounting and each of the pro’s and 

contra’s opinions and the challenges of the implementation of 

green accounting in Indonesia.  

1.4.1.2 For other researchers : 

Researcher hopes that any other researchers could use this proposal 

as their reference or supporting research to develop the science of 

accounting further, especially in green accounting practices and the 

challenges. 

1.4.2 Practically :  

1.4.2.1 For investors and management of business entities : 

Researcher hopes that investors and management of business 

entities could use this proposal to give them a better view about the 

quality of using green accounting and use the knowledge to support 

their decision making. 

 

1.5 Research Systematical Writting 

       CHAPTER 1   INTRODUCTION 

           This chapter consists of research background, the research problem 

formulation, research objectives, research usefulness, and research 

systematical writting.  
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         CHAPTER II   LITERATURE REVIEW 

         In this chapter, researcher will explain about the theories related with 

the research problem in this research such as stakehoder and legitimacy 

theory, the definition and types of social accounting, the definition about 

green accounting, and the regulations related to the green environment in 

Indonesia. Moreover, this chapter will also state all the other related 

previous researches and theoritical framework of this research.  

CHAPTER III   RESEARCH METHODOLOGY  

          This chapter consists of the type of research, research objects and 

data sources, data collection technique and data analysis technique.  

 CHAPTER IV     RESULT AND DISCUSSION 

           This chapter will answer the research problem by analysing the data 

provided comprehensively. This chapter will provide detailed explanation 

on the strenght and weaknesses of green accounting, and to explain the need 

of green accounting standard in the perspective of social function of 

accountants. 

 CHAPTER V     CONCLUSION 

   This chapter is consisted of the conclusion from the research did, 

and the limitation of the research, and to give the recommendation for the 

further researcher that will conduct the research related with this topic.  
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