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Abstract

A few decades ago, a very small number of people were aware of or cared about economics beyond their
businesses and costs. Industrial enterprises were not clean nor did they think green or even about the impact of
their businesses on the environment. The current research studies the impact of environmental cost disclosure
on improving environmental performance and rationalizing decision-making. The researchers hypothesize that
there is an impact for measurement and environmental cost disclosure on improving the environmental
performance of industrial enterprises. Also, the researchers hypothesize that there are some hindrances that
limit the application of measurement and disclosure of environmental costs in financial statements of industrial
enterprises in Lebanon. The researchers constructed a five-point Likert style questionnaire and distributed it
among a group of Lebanese Association of Certified Public Accountants (LACPAs)which consisted of 300
individuals. The researchers used multivariate data analysis to test the hypotheses. The research rendered some
important results mainly that environmental cost accounting helps in making decisions which can reduce
environmental costs and expenses. The study also revealed that environmental accounting helps in achieving
competitiveness for all the enterprise’s products through promoting products with better environmental
specifications. Finally, professional organizations and international scientific accounting associations give a lot
of significance to issues related to the environment, but there is no independent international standard that
clearly identifies environmental disclosure.
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I. Introduction

Environmental contamination is an issue which has met an increasing interest since the nineties of the
previous century, especially in the course of the industrial development the contemporary world is witnessing.
Although contamination has existed for a long time, there is something new which started to emerge with the
Industrial Revolution. Industrial companies began disposing of their harmful materials into the environment —
by releasing harmfulgases into the atmosphere, dumping wastes into rivers, seas and oceansor by burying them
— which has negative impact on the environment.

As a result of continuous emergence of environmental problems related to various industrial activities,
and since environment and development are associated with mutual dependence and harmony, it is difficult to
continue developing on the basis of the deteriorating environmental resources (Zhang, et al., 2022). In addition,
the environment cannot be protected if development overlooked costs of environmental harm. Since it is
essential for different enterprises to be aware of and recognize their responsibilities towards their environment,
it is pivotal to take some issues into consideration, among which is the role of the accounting profession in
resolving environmental problems (11SD, 2007). This can be achieved through environmental (green)
accounting which is today at a vital level after the World Bank called for the importance of integrating
environmental accounting in thenational incomewhich measures the economic activity of the society as a whole,
considering that there should be some expenditure to stopor at least reduce wastes resulting from industrial
activities (World Bank, 1991). This can protect the environment from such industries and improve both the
producers’ and consumers’ level of environmental awareness through putting forth a scientific framework for
the concepts of environment, environmental contamination, and the nature of environmental costs.

Some various studies about this topic were previously conducted, one of which is a study by
Christophe and Bebbington (1992). It discussed the concept and importance of environmental accounting in
relation to the French experience in this regard. This study showed that environmental accounting is a system
that produces information about an enterprise’s environmental performance. Such information is used in
decision-making. The study concluded that some French enterprises prepare environmental lists that provide
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information about the quantity of pollutants produced and financial information about costs of investing in
technology to fight or decrease contamination, which was in accordance to demands by the ministry of
environment to limit contamination and disclose the enterprises’ activities in this regard.

Additionally, Kaplin &Ramanna(2021)showed that defending against environmental contamination
results in environmental commitments and costs relative to accounting problems. This study concluded that
there is certain difficulty in guiding enterprises that cause or contribute to contamination to abide by
environmental legislations and standards. Ifada& Jaffar (2023) aimed at recognizing the problem of frail interest
in environmental performance on industrial enterprises. The study concluded that the system of valuating
environmental performance applied in industrial enterprises is not concurrent with present environmental
changes, and that these enterprises do not have standards to limit contamination and preserve the environment.

Furthermore, another study by Rini &Adhariani (2021) found that financial performance has a positive
relation with environmental costs. This shows if the assets of a business are used in an effective manner to share
in activities with environmental trend or not. The study also noted a negative relation between environmental
disclosure and financial performance in addition to a positive relation between environmental disclosure and
environmental cost.The study suggestsbroader understanding of how performance impacts environmental costs
and disclosure. In a study that Lu & Taylor (2018) conducted, they specifically found that environmental
disclosure, financial performance, and environmental performance are business concepts that have relations and
help the business gain competitive approach for success.

In addition, a study bylatridis (2013) depicted a positive relation between environmental performance
and environmental disclosure since when a business has high capital spending and high profitability, these are
reflected in the businesses’ environmental performance. Furthermore, in their study, Al-Tuwaijriet al., (2004)
have also depicted a positive relation between environmental performance and environmental disclosure.
Formerly, cost accounting in many industrial companies was restricted to costs of production butleaving out
environmental costs, whichled tounderlying profits, and consequently, to deceptive financial statements
(Mahdavi et al., 2015). Also, environmental accounting focuses on events, perceptions and systems that have
environmental effects. As a result, environmental reports are central in the decision-making process (Al-Nimer,
2015). This means that financial accounting is related to environmental matters,so environmental performance
needs to be disclosed.

There are very few studies that tackled the subject-matter of the current study; thus, its importance lies
in filling the gap in the literature related to the topic. The current study which examines the impact of
environmental cost disclosure on decision making is the first to be done in Lebanon on the topic as far as the
researchers can tell.

I1. Conceptual Framework of the Research
Environmental accounting is that section of accounting which takes interest in activities, methods and

rules which have direct or indirect impact on the environment and shaping the results in the form of reports
delivered to decision makers and external parties who benefit from these results (Stasiskiene, 2019). In the
course of the past two decades, there hasbeen an increasing interest on all levels in maintaining the environment
with the increasing demand on economic and financial statements related to the environment and natural
resources, which environmental accounting has played a major role in providing these statements. In 1941, the
American Institute of Certified Public Accountants has defined environmental accounting as the process of
identifying and measuring environmental costs and merging them into financial statements for better decision
making.lt is also defined as generating, analyzing and using financial information to corporate, environmental
and economic performance to achieve a sustainable environmental-friendly business (Bennett and James 1998).
Green accounting is an extended system of the traditional accounting system which is based on analyzing results
and causes of the cost to determine the impact of environmental costs which the industrial enterprise caused
(Peter and Roger, 2002). The United States Environmental Protection Agency (1995) made a three-fold
definition of environmental accounting.
a. Environmental accounting from the economic view: measurement and analysis of production factors entries

take place during this phase
b. Environmental accounting as an extension of financial accounting: in this phase, financial statements are

prepared according to accounting principles where these statements include data and information about

impacts on the environment in order to help beneficiaries from those statements such as investors and

shareholders.
c. Environmental accounting from the managerial view: in this phase, information related to environmental

activities are identified and analyzed to help the management take better decisions such as pricing products,

etc.
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Based on the above, environmental accounting identifies and measures costs of environmental
activities and utilities and uses this information in making decisions which help decrease negative impacts of
activities and regulations.

Importance of Environmental Accounting

Environmental accounting has special importance in helping economic entities in the following
(Portella & Borba, 2019; Basuki &Irwanda, 2018; Saremi &Moeinnezhad, 2014):
- Helping managers make decisions which can reduce environmental costs and expenses.
- Expanding the valuation process and analyzing investment to include potential environmental harm.
- Reaching a better understanding of environmental costs, performing operations and products, and pricing

them more accurately.

Neglecting measurement of environmental costs resulting from contamination can mislead many

indicators of performance measures and expand the results.

Importance of Environmental Costs

The subject “Environmental Cost Accounting” began in 1992 in the United States of America as a
response for outer parties’ worry, who believed that preventing contamination was not of importance to
environmental management from the industrial side. Thus, enterprises were encouraged to adopt, completely
comprehend and integrate Environmental Cost Accounting in the process of decision-making.They were also
encouraged to increase interest in those costs in order to give the enterprises chances to sufficiently decrease
environmental cost or eliminate it, reinforce enterprises’ competitive position and improve environmental
performance. It is self-evident that cost accounting does not reflect environmental impact of an enterprise’s
work since the enterprise does not disclose this information despite its importance and the importance of
disclosing it in financial statements. One study, which was adopted by the Environmental Protection Agency

(EPA) in USA, 1995, points some main reasons for interest in environmental costs:

1- Aot of costs can be decreased or avoided entirely since these costs do not add value to products since they
can be operating or investment costs.

2- These costs can be included in indirect costs and not totally ignored.

3- Reconsidering current operational systems and understanding environmental costs help the enterprise to
supply more accurate information about pricing the products and designing product with specifications that
achieve more profitability.

4-  Achieving competitiveness for the enterprise’s products through promoting other products with better
environmental specifications.

5- Understanding environmental costs help support environmental management system, which a lot of the
enterprises seek to develop as a means of acquiring the ISO 14001, which was developed by the
International Organization for Standardization and corresponds to the environment.

Importance of Environmental Disclosure

The importance of environmental disclosure is revealed in achieving several goals (Dhaif Allah et al.,
2021, Kalash, 2020, and Portella & Borba, 2019). One of which is developing disclosure and final reportby
expanding disclosed information in form and content to include an enterprise’s economic and environmental
performance. Another goal is to answer to the increasing needs of users of financial statements and financial
reports about information related to an enterprise’s environmental commitments due to the variety of those users
and the different types of information they need. A third goal of environmental disclosure is that it helps guide
economic decisions for users of financial statements as related to the extent of the enterprise’s commitment to its
responsibilities toward preserving the environment.Furthermore, environmental disclosure of the economic
impact on contamination proficiently helps analyze and predict the efficiency of the state’s natural resources in
the light of the environmental changes, which leads the society to increase trust in enterprises which abide by
their environmental commitmentsand to encourage them to develop their activities.

Requirements of Environmental Disclosure

According to Hassan & Ibrahim (2012), the requirements of environmental disclosure are included in
the main constituents necessary for its success in addition to financial and quantitative information needed to
apply it and reap its expected benefits. These requirements include disclosure of environmental and economic
performance in addition to restriction of costs relative to environmental activities and differentiation between
environmental commitments and operating costs.There are some general and specific requirements for
environmental cost disclosure.
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General requirements
These are the foundations on which success of this operation in achieving the expected goals is based.

They include (IFRS, 2021):

1. Founding governmental organizations which monitor and control enterprises’ commitment to the laws and
regulations of protecting the environment and incurring financial and non-financial penalties on enterprises
which do not abide by the laws.

2. The presence of scientific, practical standards to valuate the costs and benefits of environmental activities
relying on statistical and quantitative methodsand computers, which support trust in these standards,
provided that a team of internal accountants, financial analysts, representatives of specialized, scientific
organizations should conduct the valuation in order to achieve objectivity.

3. The presence of a highly professional organization which puts forth acceptable, professional standards
related to environmental disclosure and controls implementation of those standards.

4. Disclosing the accounting policies which the enterprise abides by in tackling the costs and benefits of its
environmental activities.

5. Enhancing an auditor’s role and responsibility to include environmental activities and reports to achieve
accuracy and objectivity in environmental disclosure.

Specific Requirements
These requirements include financial statements relative to environmental costs and benefits (Basuki

&lrwanda, 2018 & PwC, 2021):

e  Costs of purchasing assets of highly advanced technology to stop or eradicate causes of contamination.

e Costs of recycling harmful wastes of industrial operations.

e  Costs of storing harmful wastes.

e Costs of disposal of wastes in sound scientific methods.

e Present and projected costs resulting from the enterprise’s violating the rules and regulations of protecting
the environment.

¢ Financial grants from international organizations who promote environmental protection.

e Increase in revenues resulting from reduction of production costs due to support, financial grants, and
increase in sales.

e Tax advantages that enterprises get as a result of tax reduction or exemption on assets related to
environmental activities.

e Quantitative statements relative to policies which enterprises apply to meet their responsibilities toward
contamination

e Technical policies adopted by the enterprise to reduce present and future contamination to internationally
authorized standards, such as recycling wastes in a way to benefit from it in producing by products.

e Technical policies that an enterprise can adopt regarding use of alternative resources that reduce or limit
causes of polluting.

Difficulties Facing Disclosure of Environmental performance

As preparing financial statements releases the management from responsibility toward shareholders, so
is preparing environmental reports considered a release of the management’s responsibility toward the
community. However, in light of present accounting systems, environmental reports face some obstacles which

include the following (Micco et al., 2020):

o Difference in content: There is no specific pattern for environmental reports. Some of them are in the form
of a group of separate reports about the environmental performance, while others were integrated in the
financial performance.

o Difference in domain: This means difference in the typeof information that environmental reports cover.
Some of them only cover the costs that the enterprises implement to limit contamination, while others
include enterprises’ environmental commitments and their impact on the assets. Some other reports
included disclosure of environmental policies.

o Difference in reporting periods: Environmental disclosure ranges between quarterly periods and three-year
periods, as some enterprises do.

o Difference in quantity of information: Major enterprises with high financial power make higher disclosure
than enterprises with less financial power.

Impact of Environmental Disclosure on the Quality of Financial Statements
As a result of the enterprises development of work environment, in addition to complexity of financial
investments and the inclination of many countries toward developing and enriching information in financial
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statements to achieve transparency and apply requirements of enterprise governess, it has become pivotal to

develop the contents of financial statements to include unconventional information which achieves transparency

on one hand and supports trust in users of those reports on the other hand. Previous developments have led to an
increasing need for disclosure of information which aids decision-makers in future prediction of enterprise
performance in the light of dangers around the enterprises’ work environment.

With the appearance of the enterprise’s responsibility toward the environment and the community
commitments, the goal of financial reports now covers various individual needs, some of which follow:

e The group of investors in an enterprise ownershipincluding present and potential shareholders.

e The group of loaners including present and potential shareholders, in addition to debtors who finance the
enterprise in the form of short-term loans.

e The group of analysts and advisors including financial analysts, journalists, economists, brokers and others
who provide advisory services.

e The group of enterprise relations including clients, suppliers and others who are interested in integration
and control of the enterprise.

e The management of the enterprise whose center of interest in the information included in the financial
statements arises from its will to be released from its responsibilities in confronting the owners.

e The group of employees and work unions, whereas the importance of the information for them arises from
their urge to know what happens in an enterprise, its financial status, and other information to assess the
need to continue their relation with the enterprise.

e The government (related organizations such as taxation department, related ministries, departments which
control commercial and industrial activities.

From the above, it is evident that financial statements are not a goal, but they aim at supplying
information which is useful in decision-making whether the information is financial or other. Consequently, it
was necessary to demand new standards of measurement and disclosure and increasing the amount of disclosed
information to meet the new information requirements. This would lead to enhancing and developing disclosure
of information included in financial statements, which would result in increasing the quality of financial reports
and the possibility of relying on them in decision-making.

Role of Professional Accounting Organizations in Issuing Environmental Standards

A number of professional organizations have conducted a lot of researches and publicationsto support
and apply environmental accounting (Dinh et al., 2022; Tran et al., 2021; Le et al., 2019; Alewine, 2010). Some
American accounting standardsrelated to environmental performance of companieswere issued, but they weren’t
tackled directly in the form of an independent environment-related standard. TheFinancial Accounting
Standards Board (FASB) didn’t deal with measurement and disclosure of environmental articlesindependently;
rather, the FASB pointed them out in the course of accounting and disclosure of contingency articles under
Standard No.5 to point out that loss of contingency is likely to occur.

Despite that, it may be difficult to determine the extent of abidance by them reasonably. The FASB has
issued numerous interpretations to clarify Standard number 5, some of which includeNo. 14 relative to
Accounting for Contingency and No. 39 relative to Settling anAmount correlated with specific contracts. A
number of teams for contingencies derived from the FASB, and they presented numerous interpretations.
Among those were 8-90 (relative to capitalizing costs of environmental contamination) and 5-93 (relative to
accounting procedures for environmental elements).

In addition, therewere several others which dealt with this issue including statementNo0.96-1by the
American Institute of Certified Public Accountants (AICPA) related to disclosure of significant risks and
specific uncertainties andbulletin No. 92 by the Securities and Exchange Commission (SEC) related to
environmental liability disclosures (ELD).

I11. Research Questions and Hypotheses

Environmental accounting is considered a novelty in this domain. This innovation was the result of the
increase in size and decisions of enterprises which are largely influential in domains such as finance, economy,
society, and environment which lead to more interest given by academic, professional and accounting
organizations. Since the intellectual accounting framework lacks the ability to supply specific solutions to many
problems facing the accountant — such as measurement, disclosure of environmental costs and other related
problems — it was essential for researchers to find helpful information in this regard. Thus, the main problem
this research lies in the following main question:
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What is the importance of measurement and disclosure of environmental costs in financial statements in

improving environmental performance and rationalizing decision-making?

From the above question, the following sub questions arise:

1. Are LACPAs aware of the importance of applying accounting measurement and disclosure of
environmental costs in financial statements of industrial enterprises in Lebanon to improve environmental
performance?

2. Are there any drawbacks that limit application of measurement and disclosure of environmental costs in
financial statements of industrial enterprises in Lebanon?

3. Do measurement and disclosure of environmental costs contribute to improving decision-making in
industrial enterprises in Lebanon?

Based on the research questions and the previous literature, the researchers hypothesize the following:

Measurement and disclosure of environmental costs in financial statements is highly important in

improving environmental performance and rationalizing decision-making.

From the above main hypothesis, the following sub-hypotheses arise:

1. LACPAs are aware of the importance of applying accounting measurement and disclosure of environmental
costs in financial statements of industrial enterprises in Lebanon to improve environmental performance.

2. There are many drawbacks that limit application of measurement and disclosure of environmental costs in
financial statements of industrial enterprises in Lebanon.

3. Measurement and disclosure of environmental costs contribute to improving decision-making in industrial
enterprises in Lebanon.

Research Importance

The importance of this research lies in that there is an urgent need for such researches that positively
tackle measurement and disclosure of environmental costs as related to improving environmental performance
since enterprises fall under additional great financial burden to protect the environment in order to polish the
image of the enterprise in society. It is also important for users of financial information to assess the extent of
accord between the enterprise and the surrounding community which is basically that the enterprise is part of the
community and should preserve and maintain it.

V. Research Procedures and Methodology
The researchers adopted the descriptive analytical method in tackling this research in order to deeply
comprehend and depict constituent factors of the research. The researchers also clarified methods used in
measurement and disclosure of environmental costs in financial statements and identified their impacts on
valuation and improvement of environmental performance to reach conclusions that help answer the research
problem including the sub-questions to get full familiarity of the topic under study.

Population and Sample Selection

The population of this study consists of all Lebanese Certified Public Accountants (LCPAS) in
Lebanon. The researchers chose a random sample of 315 LCPAs and distributed the questionnaire among them,
300 of which responded and all were valid for testing and analysis. The demographic data of the sample is
shown in Table 1:

Table (1): Distribution of respondents according to their personal data
Variable Frequency Percentage
Education
Bachelor 168 56.0%
Master 98 32.7%
PhD 34 11.3%
Major
Accounting 142 47.3%
Banking and Finance 93 31.0%
Economics 37 12.3%
Business administration 28 9.3%
Years of experience
0—5 years 72 24.0%
5 — 10 years 64 21.3%
10 — 15 years 84 28.0%
15 years and above 80 26.7%
Total 300 100.0%
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It is quite clear from Table (1) that 56% of the participants have Bachelor’s degrees. In addition,32.7%
have Masters’ and 11.3% have PhDs, most of whom (78.3%) have majored in Accounting and Banking which
are appropriate majors to comprehend items in the questionnaire and give qualified and consistent responses for
the subject-matter of the current study. It is also evident that 76% of the sample has more than 5 years of
experience in the profession, which gives the responses more reliability.

Based on the previous studies and the researchers’ personal experience, the researchers constructed a
five-point Likert Style questionnaire with 36 items categorized into five domains.

The scale ranges as in Table 2:

Table (2): Correct Tool of the Stud

. Strongly
Scale Strongly Agree Agree Neutral Disagree Disagree
Score 5 4 3 2 1
Table No. (3) provides the scale categories and the scope of each:
Table (3): Five-point Likert scale
Approval Level
Very low Low Moderate High Very high
Mean <18 1.8-2.59 2.6-3.39 3.4-4.19 >4.2
Relative Weight < 36% 36% - 51.9% 52% - 67.9% 68% - 83.9% > 84
The following table show Cronbach's Alpha and Guttman Split-Half Coefficient:
Table (4): Reliability of the questionnaire using Cronbach's Alpha
Domain Cronbach's Alpha
Number of Items Cronbach's Alpha
First Domain 15 0.843
Second Domain 9 0.826
Third Domain 3 0.915
Overall 27 0.940

It is evident from table 4 that Cronbach’s Alpha for the items of the questionnaire as a whole is
0.940which means that there is reliability in all items of the questionnaire.

V. Testing the Hypotheses
The first sub-hypothesis
H.:LACPAs are aware of the importance of applying accounting measurement and disclosure of
environmental costs in financial statements to improve environmental performance.

Table (5): Testing the first sub-hypothesis

Level of
agreemen | Rank
t

Relative

Item Mean | S.D T P -
weight

Measurement and disclosure of environmental
costs in industrial organizations lead to improving
environmental performance in industrial
organizations.

Measurement and disclosure of environmental
costs in industrial organizations leads to meeting
the customer needs with eco-friendly products in
convenient environmental quality.
Measurement and disclosure of environmental
costs in industrial organizations contributes in
maximizing the organization’s profitability on the
long run.

Measurement and disclosure of environmental
costs in industrial organizations leads to quality
products, which leads to improve the product’s
competitiveness.

Measurement and disclosure of environmental
5 costs in industrial organizations leads to an 3.95 0.97 | 19.44 | 0.000 79% High 8
improvement in environmental performance

3.81 1.16 | 13.95 0.000 76.2% High 11

3.94 0.97 | 19.25 0.000 78.8% High 9

4.02 1.01 | 20.25 0.000 80.4% High 5

3.97 0.94 | 20.46 0.000 79.4% High 6
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through increasing the rate of returns on
environmental investments.
Measurement and disclosure of environmental
costs in industrial organizations leads to an
improvement in environmental performance
6 through decisions to determine the technology 4.08 0.99 | 21.53 0.000 81.6% High 4
used in production and the nature of production
processes that reduces the size and level of
environmental damage.

Measurement and disclosure of environmental
costs in industrial organizations leads to improve
7 the environmental performance of the organization 3.97 0.94 | 20.46 0.000 79.4% High 6
through the organization’s allocative efficiency of

its environmental assets.

Measurement and disclosure of environmental

costs in industrial organizations leads to an
increase in the organization’s current
environmental commitments.

Measurement and disclosure of environmental

costs in industrial organizations contributes in

increasing the organization’s economic
performance.

Measurement and disclosure of environmental
costs in industrial organizations contributes in
decreasing marketing and production costs on the
long run.

Measurement and disclosure of environmental
costs in industrial organizations leads to the
availability of many sources of funding for the
organization.

Measurement and disclosure of environmental
12 costs in industrial organizations leads to an 4.17 0.93 | 25.05 0.000 83.4% High 2
improvement of the organization’s reputation.
Measurement and disclosure of environmental
13 costs in industrial organizations helps the 3.86 1.14 | 15.00 0.000 77.2% High 10
organization to get governmental support.
Measurement and disclosure of environmental
costs in industrial organizations helps in

4.08 0.99 | 21.61 | 0.000 81.6% High 4

4.09 1.07 | 20.17 0.000 81.8% High 3

10 3.39 0.83 | 5.642 0.000 79.1% High 7

11 431 0.88 | 29.64 | 0.000 86.2% Very high 1

0 -

14 maximizing the organization’s ability to market its 3.7 108 14.06 0.000 75.4% High 13
products.

Measurement and disclosure of environmental
costs in industrial organizations leads to increasing 0 .

5 the prices of the organization’s shares in the stock 3.79 1131 1394 0.000 758% High 12
market.
Overall 4.05 1.09 | 19.09 | 0.000 81% High

Significant at (P) < 0.05

The mean of the responses to all items in the first domain is4.05and the relative weight is81%o. Also,
the value of the ‘T’ test is 19.09, which is greater than the value of tabulated ‘T’ at the significance 0.05. This
means that there is an increase of statistical significance to the neutral level in the average responses of the
members of the sample; thus, the first sub-hypothesiswhich states “LACPAs are aware of the importance of
applying accounting measurement and disclosure of environmental costs in financial statements to
improve environmental performance” is accepted.

The second sub-hypothesis
H,:There are many drawbacks that limit application of measurement and disclosure of
environmental costs in financial statements of industrial enterprises.

Table (6): Testing the second sub-hypothesis

Mean S.D T P Relative Level of Rank
Item weight | agreemen
t

Measurement and disclosure of environmental
1 | costs in industrial organizations is difficult in the 3.82 1.15 14.12 0.000 76.4% High 3
light of the absence of specific standards.
Measurement and disclosure of environmental
2 costs in industrial organizations requires 3.72 1.17 12.30 0.000 74.4% High 8
comparing returns to expenditure.
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Measurement and disclosure of environmental
costs is considered an announcement to
3 governmental and non-governmental parties 3.76 1.20 12.61 0.000 75.2% High 7
about the environmental damage caused by
industrial organizations.
Measurement and disclosure of environmental
costs leads to increasing costs of industrial
organizations in acquiring additional financial
investments to protect the environment.

The accounting system applied in Lebanon is not
5 | appropriate for the measurement and disclosure 3.83 1.15 14.34 | 0.000 76.6% High 2
of environmental costs.

Applying environmental cost systems in
industrial organizations requires a high cost in
order to train executives, workers and interactions
with other parties.

Those responsible for cost systems in industrial
7 | organizations know that recording environmental 3.79 1.20 13.12 0.000 75.8% High 5
costs leads to increasing cost of a produced unit.
The current cost system applied in industrial
organizations in Lebanon does not solve all issues

3.78 1.25 12.31 | 0.000 75.6% High 6

3.88 1.13 15.48 0.000 77.6% High 1

0 .
8 which face measurement and disclosure of 351 1.28 475 0.000 70.14% High 9
environmental costs.
The current cost system applied in industrial
9 organizations in Lebanon does not meet the full 379 0.41 23.31 0.000 75.83% High 4

needs for measurement of environmental costs of
the produced unit.

Overall 3.80 062 | 2577 | 0.000 | 76.0% High
Significant at (P) < 0.05

In general, the mean of the responses to all items of the second domain of the questionnaire relative to
the study is3.80 and the relative weight is76.0%Also, the value of the calculated ‘T’ test is 25.77, which is
greater than the value of tabulated ‘T’ at the significance 0.05. This means that there is an increase of statistical
significance to the neutral level in the average responses of the sample; thus, the second sub-hypothesisof the
study which states “There are many drawbacks that limit application of measurement and disclosure of
environmental costs in financial statements of industrial enterprises” is accepted.

The third sub-hypothesis
Hs:Measurement and disclosure of environmental costs contribute to improving decision-making.

Table (7): Testing the fourth sub-hypothesis
Mean S.D T P Relative Level of Rank
weight agreement

Item

Measurement and disclosure of
environmental costs in industrial
organizations leads to evaluating and
improving environmental performance in
industrial organizations through decisions
taken.

Measurement and disclosure of
environmental costs in industrial
organizations leads to making decisions
that improve and rationalizes decision-
making as a complement to the
environmental management system.
Measurement and disclosure of
environmental costs in industrial
organizations leads to improving
environmental performance by making
new and more rationalized decisions than
current ones.

Overall 3.65 0.96 | 10.40 | 0.000 | 76.67% High
Significant at (P) < 0.05

3.66 1.01 6.81 0.000 71.53% High 2

3.83 1.15 491 0.000 69.44% High 3

3.73 1.00 7.93 0.000 73.19% High 1

The mean of the responses to all items of the fourth domain is 3.65 and the relative weight is
76.67%.In addition, the value of the calculated ‘T’ is 10.40, which is greater than the value of tabulated ‘T’ at
the significance 0.05. This means there is an increase of statistical significance to the neutral level in the average
responses of the sample; thus, the fourth sub-hypothesisof the study which states “Measurement and
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disclosure of environmental costs contribute to improving decision-making in industrial enterprises” is
accepted.

V1. Conclusions and Recommendations
Based on the above, the study reached a number of conclusions based on which the researchersput forth

some recommendations.

Conclusions

1.

2.

Environmental cost accounting helpsin making decisions which can reduce environmental costs and
expenses, which agrees with Basuki &lrwanda (2018).

Environmental disclosure helps guide economic decisions for users of financial statements as related to the
extent of the enterprise’s commitment to its responsibilities toward preserving the environment. This agrees
with Saremi &Moeinnezhad(2014).

There are many drawbacks that limit application of measurement and disclosure of environmental costs in
financial statements of industrial enterprises. There is no independent international standard that clearly
identifies environmental disclosure, which agrees with Dinh et al. (2022).

Applying environmental cost systems in industrial organizations in Lebanon requires a high cost in order to
train executives, workers and interactions with other parties, which agrees with PwC (2021). Also, the
current cost system applied in industrial organizations in Lebanon does not meet the full needs for
measurement of environmental costs of the produced unit.

Recommendations
Based on the above results, the researchers recommend that:

1.

2.

[1].
[21.
[31.

[4].

[5].
[6].

[71

(8]

[9].

[10].

[11].
[12].

[13].

Measurement and disclosure of environmental costs in industrial organizations leads to essential effects in
methods of preparing accounts; thus, organizations should adopt it.

Measurement and disclosure of environmental costs in industrial organizations requires developing the
accounting system in Lebanon to include environmental damage. There is no doubt that setting an
independent internationalstandard that clearly identifies environmental disclosure is central.

Enterprises should disclose the accounting policies they abide by in tackling the costs and benefits of their
environmental activities, since it can promote the enterprise and encourage other enterprises to follow.
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