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ABSTRACT

This paper offers recommendations for the initial development of environmental accounting practices at the hotel enterprise and 

department level and argues for the importance of developing relevant cost management systems that support environmental 

strategies and management. Focus is on environmental cost categories and potential classifications and approaches for 
hospitality management decision-making and control purposes. The research that will be conducted on the sample of Croatian 

hotels presents water usage in hotels and discusses the possibility of usage of waste water for different purposes. This is 

the task of environmental management accounting, where the development of the accountant’s role will be set within an 

environmental management context. Environmental management accounting information have to be helpful for hospitality 

management, in decision making in the range of responses about environmental issues in reviewing their environmental 

position, developing and implementing policies and strategies to improve that position and in changing management system 

to ensure ongoing improvement and effective management.
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Introduction
Our environment is the most precious asset that will be 
passed on to the next generation. Protecting the environment 
is the task of all the individuals, governments and enterprises. 
The future of the World is in the protection of the environ-
ment, therefore the future of the hotels is in eco-hotels. Hotels 
use large amounts of water, energy, chemicals, supplies and 
disposable items. They also generate lots of waste in form of 
wastewater and solid waste. The prevention of polluting the 
environment with this waste is of great importance not only to 
stakeholders and the employees of the hotel, but also tourists 
who are becoming more concerned for the preservation of 
the environment.

Eco-hotel or environmental suitable hotel has to follow the 
basic principles of good housekeeping - based on maximiz-
ing benefits and minimizing costs. Those principles are at the 
same time the main principles of the ecology as a scientific 
approach and as a global movement aimed at preserving en-
vironment and implementing sustainable development con-
cept. Sustainable development is very important concept in 
hospitality industry because it meets the needs of present 
tourists and host regions and at the same time protects and 
enhance the opportunity for the future. Hotels have positive 
or negative impact on their local area and host communities. 
Accordingly, eco-hotels act in the way that they keep the en-
vironment clean and improve their quality, rise up the level 
of satisfaction of more sophisticated and ecologically more 
conscious guests and reduce costs, which, all together helps 
promoting the concept of tourism sustainable development. 
Some hotels are developed in the area of eco-tourism, which 
means conserving natural environment and the well-being of 
local people through responsible travel.

Environmental costs are impacts that occur in society, enter-
prise, or individual. They result from activities that affect qual-
ity of the environment, and can be expressed in monetary 

and non-monetary items. They have to be fully integrated into 
company’s business decisions on long term basis, and only 
the enterprises that properly account for the true environmen-
tal costs of their businesses will be in a better position to meet 
competitive challenges in the future. In this paper a research 
will present costs of energy, water and waste in one hotel and 
the suggestion to turning (reformulating) them into environ-
mental costs. Also, suggestions will be made for the hotel in 
order to becoming an environment friendly enterprise.

Influences on Business Performance
Influences on business performance can come from inside 
the enterprise i.e. internal and from outside the enterprise i.e. 
external. Internal influences for environmental change are 
the employees who become more environmental conscious. 
Their strong influence can slowly but surely affect changes 
inside the enterprise. It is known that first environmental ex-
perience form many enterprises have risen from employees 
initiative who deal with softer aspects of environmentalism 
(collection of paper for recycling in offices, canteen collection 
of cans and glass for recycling, requests to undertake tree 
planting on enterprises land or transport-sharing scheme). In-
itially small influence had effect of raising awareness among 
employees and of effectively introducing environmental ques-
tions into the enterprise. In raising the profile of the issues, 
many substantive advantages accrue and environmental 
awareness as a precursor to real environmental development 
within an enterprise can successfully infiltrate all aspects of 
the enterprise. Crucial is, however, the response of the man-
agement.

External influences of environmental change are external 
pressures that come from legislation and other institutional 
framework (in supervision, financing, taxation, penalties) 
which are the principal starting point for undertaking environ-
mental changes within enterprises. Other external influences 
come in form of shocks (unanticipated legislation) and can 
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derive from other actors in environment businesses. The 
pressures for change can also emerge from changes in cus-
tomers’ behavior and the eco labeling developments, change 
in public opinion, initiatives from business community, envi-
ronmental audit and standards, producer responsibility and 
ethnical investment. These external influences are essential 
steps for an enterprise to begin the care for the environment. 
Stakeholders are concerned about the impact of enterprise 
activities on the environment for the following reasons (Bur-
gos-Jiménez... 2002, 214 - 215):

1) The pressure of legislation. This pressure can be set by dif-
ferent bodies (European Union, state, autonomous regions, 
city councils etc.) and covers wide and complex range of 
norms. Legislation differs from territory to territory, and should 
also beconsidered a dynamic element, since technological in-
novation causes ever more efficient use of resources and a 
reduction in pollution.

Cost rationalization. The increase in efficient use of resources 
(energy, water, chemical products, food etc.) can lead to a 
cost saving that improves enterprise productivity and com-
petitiveness. Less evident but not less significant costs are 
lower risk of possible future responsibilities (from accidents, 
fines etc.), lower costs in ensuring employee safety, worker 
motivation waste elimination, etc.

Market action. The market values a respectful attitude to the 
environment, reflecting the high social preoccupation for pre-
serving the environment.

Due to the above mentioned reasons the environmental per-
formance has the capacity to influence two causes of sustain-
able competitive advantages: leadership in costs and product 
and enterprise differentiation which have been recognized 
in enterprises. Legislation and investments in environmen-
tal protection have created the need for environmental ac-
counting information. Legislation and investments in environ-
mental protection have created the need for environmental 
accounting information. These information are important in 
decision making process. Management accounting system is 
designed to satisfy different needs and require different in-
formation. Environmental information include costs occurred 
for environment protection. They help to review their environ-
mental position, developing and implementing policies and 
strategies, improve their position and adjust management. 
Environmental accounting is a new view of accounting, in-
volved in national income accounting, in financial accounting 
or in managerial accounting.

In today’s world the existence of an enterprise depend on 
product and service quality it offers, the demand for these 
products and services and their ability to be efficient. Suc-
cessful enterprises maximize outputs with minimized inputs. 
Market positioning, customer retention and long term busi-
ness growth in ever changing surrounding also depend on 
enterprises’ environmental protection. The importance of the 
benefits and losses that arise from relationship between the 
enterprise and the environment have created the need for en-
terprise to measure and report on the sustainability of their 
business performance and operations. The strategic objective 
for enterprises has become the protection of natural environ-
ment and social recognition of this protection. Commitment 
to defend the environment and the impact of the enterprise 
on the environment is growing daily. Modern customers are 
more demanding in terms of quality, but they also consider 
environmental protection as an integral part of every product 
or service they buy or use. Business performance therefore 
lies on environmental issues.

Customers and stakeholders to varying degrees call for in-
creased environmental responsibility on the part of business. 
Concepts of environmental accounting can be applied to 
the development of environmental management system, in-
cluding those consistent with the increasingly prevalent ISO 
14000 standards, that enable strategies to answer that call. 

As enterprises are enhancing the structure of their systems, 
environmental accounting is becoming and integral part of 
their development and capabilities. These systems coordi-
nate data of environmental accounting in order to provide 
managers with information to better understand the impacts 
on their decisions. Information on environmental costs can 
influence on improvement of environmental performance.

Environmental Accounting Information
The quality of information presented to managers is essential 
for the successful implementation of effective environmental 
management. Traditional accounting systems do not provide 
information useful for measuring and evaluating the environ-
mental impacts of enterprises. There is an increase in need 
for new information and refocusing of existing systems in ar-
eas such as energy and wastes. The lack of raw data causes 
practical difficulties, therefore accounting and financial sys-
tems need to be brought more into play to produce better en-
vironmental information.

For hospitality management are crucial information primarily 
focused on the application of environmental accounting as a 
managerial accounting tool for business decisions. Environ-
mental management accounting has to be connected with the 
specific activity in hotel management system (EHMS) in all ar-
eas of identification, collection, estimation, analysis, internal 
reporting and use of materials and energy flow information, 
and preparing of environmental cost and other information for 
decision making. Environmental hotel management account-
ing (EHMA) as a part of EHMS made accountants involved 
and responsible as members of the hotel management team. 
EHMA has the task to define environmental costs depending 
on hotel level, and answer to the hotel management demand 
how it intends to use the information for decision making in 
different activities or business. The information is prepared 
in the area of reducing hotel operations and environmental 
costs. Hotels use various forms of environmental accounting 
and prepare different reports for internal and external users. 
Environmental reports come in many shapes and sizes and 
the debate about the best kind of reporting is open. Every 
environmental report has to be consistent of goal information 
on relevant costs, revenue or financial results of actual envi-
ronmental action. The most important items of every environ-
mental report are cost information, based on Environmental 
Protection Agency (EPA) or Global Environmental Manage-
ment Initiative (GEMI) type of classifications.

In this sense, the role of accountants is to identify in exist-
ing accounting and financial systems information relevant 
for environment. They can be traced in area of costing and 
process of problem resolving. Costing areas are relevant 
to environmental objectives (waste treatment and disposal, 
energy, maintenance) because it makes them separately 
identifiable and more controllable. The role of accountants is 
to find the way to take into account quantifiable and tangi-
ble environmental factors in short term. In medium term ac-
countants need to reorient systems to incorporate environ-
mental improvement targets and their financial implications. 
In longer terms developments in eco-accounting (natural 
resource accounting), producing of environmental accounts 
in order to reflect full cost of production will be introduced. En-
vironmental considerations must be integrated within normal 
business performance because they cannot stand alone by 
themselves. Environmental management is essentially about 
changing management practices and systems in response to 
the business implication of environmental issues. Gathering 
information and data on causes of environmental impacts, 
businesses would gain better understanding of environmental 
performance issues. This understanding, together with legis-
lation, regulations and new technologies would provide the 
direction for change in policies and objectives towards en-
vironmental friendly enterprises. Enterprises have to under-
stand the activities of the performance “in relation to potential 
environmental impacts of air, water, land and nature (Gray 
and Babbington 2003, 44).” This means that besides possi-
ble environmental effects of used materials and resources, 
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wastes and emissions, other business issues arise from leg-
islation and regulatory standards and market activity.

The result of examining environmental impacts can become 
the basis for identifying areas where enterprises need to im-
prove their performance. This improvement can include form-
ing ideas of objectives, identifying key areas which need to 
be reflected in policy and strategy for action which is not an 
easy task. The real commitment lies in setting responsibilities 
and objectives at business unit and department levels and as 
a consequence of this will be increasing demands for informa-
tion on environmental performance.

Enterprises have recognized the importance of environmental 
management. In 1996, an ISO Standard for Environmental 
Management Systems (ISO 14001) was introduced (Burgos-
Jiménez... 2002, 208). These standards and other guidelines 
provide a framework for enterprises to develop their own ap-
proaches, policies and objectives. The interest in the adoption 
of environmental management system is increasing, and pos-
itive steps need to be taken for environmental performance 
management to be integrated within other areas of managing 
business performance. Enterprises need to find the way for 
their performance to contribute towards environmental pro-
tection.

The relation between the enterprise and environment has cre-
ated the need for measuring and reporting on influencing on 
sustainability of the business performance. Enterprises are 
advised to control and plan the consequences on the envi-
ronment arising from enterprise’s performance. Measuring 
environmental performance is made through two concepts: 
environmental management and environmental performance. 
Environmental management is identified as the way of enter-
prises’ implementation of measures for reducing or controling 
the impact of its activity on the environment (Graff, Reiskin.. 
1998, 2). Its objective is to reduce the environmental impacts 
which cause enterprises’ business performance. The concept 
of environmental management lies in the actions that enter-
prises take in order to protect the environment and incorpo-
rate those actions in management process. Environmental 
performance relates to benefits and damage made to the 
natural surroundings (land, water, air, landscape, plants, hu-
man and animal life) that arise from business activities.

Detecting the level to which measures for protection of the 
environment are applied is the task of environmental man-
agement, and the degree to which objectives related to the 
environment have been achieved belong to environmental 

performance. So, if enterprise rises more environmental pro-
tection measures, there would be less damage to the environ-
ment, and therefore, the greater environmental performance. 
The ways to measure and monitor progress of enterprise on 
environmental issues are many for it is impossible to select 
one general approach for all enterprises. It is important to de-
termine the system which would best satisfy the specifics of 
each enterprise.

Environmental Costs in Hotels
The impact of the hotel on the environment is significant. No 
matter what size or where the hotel is situated, its business 
performance includes using large quantities of water and en-
ergy and producing large amounts of wastewater, solid waste 
that in order to minimize the pollution of the environment need 
to be managed properly. .“Environmental costs are impacts 
incurred by society, on organization, or an individual resulting 
from activities that affect environmental quality and those im-
pacts can be expressed in monetary or non-monetary terms” 
(EPA 1989, GEMI 1994).

The hotel inputs and outputs concerning the environment 
cost. The connection between them lies in the use of energy 
which causes lower atmospheric pollution, lower water con-
sumption that causes less wastewater and less distortion of 
the hydrological cycle, better use of other productive factors 
which cause less contamination of soil and less land used for 
rubbish tips. Therefore, it is essential for accounting systems 
to provide special statements that will meet the needs for 
presenting the information on environmental costs. It is also 
essential to apply to those costs the 3 R’s of environmental 
culture - REDUCE, REUSE, RE-CYCLE - where it is possible. 

Conclusion
Environmental costs are associated with a product, process, 
system or facility, attaining such goals as reducing environ-
mental expenses, increasing revenues, improving environ-
mental performance, and include any such cost, direct or less 
tangible, with short- or long- term financial consequences for 
the firm. Conventional costs (costs of using raw materials, 
utilities, capital goods, supplies….) are addressed in account-
ing, but not usually considered environmentally. However, de-
creased use and less waste of this resource are environmen-
tally preferable, reducing both environmental degradation and 
consumption of nonrenewable resources. Moreover, it may 
not always be clear whether a cost is environmental or not, 
because some cost fall in a gray zone, or may be classified as 
partly environmental and partly not. There are many different 
ways to categorize environmental costs.


