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Abstract 

Environmental cost is an important part of the process of economic development. Based 
on the existing research, this paper systematically sorts out the evolution process of the 
basic concept of environmental cost, summarizes the domestic and foreign scholars' 
achievements in environmental cost accounting, influencing factors, economic 
consequences and other aspects, and puts forward the future research direction of 
environmental cost. 
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1. Introduction 

The report to the 19th National Congress of the Communist Party of China stressed the need to 
accelerate the reform of the system for promoting ecological progress and building a beautiful 
China. With the in-depth development of pollution prevention and control, sustainable 
development has become the focus of attention. However, in the process of development there 
are still environmental pollution problems. The Chinese government attaches great importance 
to environmental pollution problems, adhere to the coordinated development of economy and 
environment, from "we will accelerate the establishment of a green production and 
consumption of legal system and policy guidance to upgrade to perfect legal system and the 
policy guidance of green production and consumption", and implement a series of 
environmental regulation, such as a new "environmental protection law, establish a system of 
tradable permits, etc., Environmental costs have also been raised to unprecedented heights. 
Because environment belongs to public goods and has negative externalities, it is difficult to 
solve it only through government regulation. Enterprise as the main body of production, has 
the responsibility and obligation in the mode of production and management of investment in 
environmental protection, green innovation, green management, etc., on high alert and to 
prevent the ecological environment of "black swans" and "grey rhino" event, to a certain extent, 
to contain and reverse the trend of environmental deterioration, finally promote the 
development of high quality. 

2. Connotation 

High quality development requires the coordination and unity of economy and environment. 
Environmental cost is the link between environment and economic activities. The study on the 
transformation of social costs of pollution control, published in 1971, opened the door to 
environmental costs. Since then, the environmental cost has entered people's vision. In China, 
in 1992, Ge Jiashu and Li Ruoshan published Green Accounting Theory, a New Trend of Thought 
in Western Accounting Theory in the 1990s, which marked the beginning stage of 
environmental accounting in China. It was not until 1998 that Chen Yugui published an article 
based on the contents of the 15th meeting of the Intergovernmental Expert Working Group on 
International Accounting and Reporting Standards of the United Nations, which opened the 
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door to environmental cost in China and clearly defined the concepts of environmental cost, 
environmental assets and environmental liabilities as well as the standards of the three[1]. 
Entering the 21st century, the research results on the connotation of environmental cost are 
gradually enriched. Li and Zhao[2], based on the object, think the environment cost is the 
environmental protection department, the general production enterprises and the enterprises 
in order to protect the environment and governance environment burden of human, material 
and financial resources, etc., including the user cost, environmental damage cost and 
environmental protection, these three reveals the environmental cost and economic cost 
between the essence.In addition, according to the theory of low-carbon economy, the most 
important part of environmental cost is the cost of environmental pollution prevention, such as 
the use of environmentally friendly materials, the selection of energy-saving assets and 
research and development of environmental products, and so on. In this way, supervision and 
control after the event are also indispensable, so as to achieve a win-win situation between 
environmental benefits and economic benefits. 

From this point of view, environmental cost involves accounting, economics, environmental 
science and other disciplines, but the definition of environmental cost is still not clear, and the 
lack of recognized standards for determination, the main reason is that regions and enterprises 
are in different economic and political environments, leading to the complexity and change of 
environmental cost. This paper holds that the environmental cost includes the whole process 
of the product life cycle of an enterprise and is the necessary expenditure and expense of 
environmental protection and environmental governance in the process of enterprise survival 
and development. Be based on current "enterprise accounting standard" regulation, each cost 
that the enterprise produces can choose capitalization or expense to change. Therefore, 
environmental costs can be divided into capitalized environmental cost, environmental cost 
and cost meet the conditions of environmental costs capitalization emphasizes asset costs or 
expenses included in the assets of project, expensing emphasizes the enterprise environment 
cost as the form of assets, and only affect the profit of the current period, according to actual 
amount included in the current profits and losses. Capitalized environmental costs mainly 
include the purchase of environmental protection equipment, sewage treatment, waste gas 
treatment, waste water recovery, desulfurization and deacidification, etc. Expensed 
environmental cost mainly includes the research and development cost of environmental 
protection, pollutant discharge fee, green fee, environmental penalty and so on. 

3. Research progress of environmental cost at home and abroad 

The theory of environmental cost is originally derived from Pigouvian economics, which 
believes that environmental pollution will produce external effects, resulting in the difference 
between marginal revenue and marginal cost, and ultimately affect social welfare. To solve this 
problem, we need to internalize the external environmental cost by means of market. 
Montgomery[3] found through in-depth research that under the transaction license policy, 
various kinds of pollution can be effectively solved through market-based means and the 
influence of property rights measures can be enhanced. O 'Connor[4] adheres to the polluter 
pays principle, which reflects the internalization and distribution of external costs, and 
converts environmental problems into optimal resource use issues, so as to achieve sustainable 
development of the environment. In addition, some scholars believe that carbon trading 
mechanisms and environmental taxes can be used to internalize external environmental costs. 
For example, Lohmann[5] discussed the Kyoto Protocol and the EU Emission Trading Scheme, 
adopted the cost-benefit analysis method, and concluded that the conflicts and contradictions 
caused by environmental costs could be effectively solved through the implementation of the 
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emission trading permit system. It can be seen that clarifying property rights, paying polluters 
and environmental taxes are all ways to solve the externalities of environmental costs. 

Since then, the theory of environmental cost has gradually matured, and scholars have studied 
environmental cost accounting. Some scholars established the environmental cost accounting 
framework of coal enterprises through the thought of cost method, and concluded that with the 
attention of the state to environmental protection and resource exploitation, the cost of 
ecological destruction has a trend of decline. Through accounting and analysis, the government 
should pay the polluters and the beneficiaries should pay, participate in the market pricing of 
coal products, and set multilevel prices. In addition, scholars are more recognized 
environmental cost accounting methods, such as life cycle method, activity-based costing, etc. 
's thoughts such as life cycle are mainly in terms of time, from product design, production, sales, 
recycling and other environmental costs can be generated reflected the thought of total cycle, 
total cost, can very good correction environment cost distortion distribution process, but 
limited to only a part of a specific enterprise, it is difficult to widely used, and the larger 
workload. Homework cost method research of third party logistics enterprise logistics cost 
accounting, think that each operation is carried out in accordance with the resource 
consumption of causal relationship between the collection, so to some extent, enlarged the 
scope of accounting, but not all of the costs could be classified cause and effect, and the 
homework cost method of cost data do not conform to the requirements of the foreign financial 
statements, Adjusting data requires strong technical skills on the part of accountants. To sum 
up, on the one hand, there are certain models and methods for environmental cost accounting, 
but there are certain limitations when they are applied to different enterprises. Moreover, the 
situation and purpose of use of each enterprise are different, so there is no unified approach so 
far. On the other hand, most of the environmental cost accounting methods are more theoretical. 
The purpose of using the accounting methods is to control the cost of enterprises and choose 
appropriate business strategies, but it is still at the initial stage. 

Environmental cost is the unity of enterprise interests and environmental protection. The 
influencing factors of environmental cost have been widely studied by scholars. From different 
research perspectives of environmental cost, the research perspective of environmental cost is 
mainly divided into external perspective and internal perspective. Environmental regulation 
makes enterprises fulfill their environmental responsibility and increase their investment in 
environmental costs. Lopez et al[6] took more than 250 companies participating in the EU 
Emissions Trading System as the study sample, and the results confirmed that the uncertainty 
caused by regulation is positively correlated with the company's environmental investment 
decision. Compared with developed regions, less developed regions can invest in the 
environment for a long time, so that they can reap more benefits. Liao and Shi[7] constructed 
the environmental regulation index through principal component analysis and found that 
stricter environmental regulations can significantly promote green investment through 
empirical research. In addition, in addition to the above environmental regulation factors, there 
are also internal factors affecting enterprise environmental cost, such as enterprise size, 
entrepreneur attitude, corporate governance, etc. Minatti et al[8] concluded that there is a 
positive correlation between corporate environmental protection funds and corporate size 
through the study of Brazilian enterprises. Testa et al[9] took Italian enterprises as research 
samples and tested the influencing factors of environmental protection investment of small and 
micro enterprises by using the method of structural equation. The results confirmed that 
entrepreneur's attitude was the most important influencing factor for environmental 
protection investment of small and micro enterprises. Ren and Zhang[10] studied the influencing 
factors of environmental costs from the perspective of corporate governance, and found that 
ownership concentration, the size of the board of directors and the board of supervisors were 
significantly positively correlated with environmental costs. 
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The relationship between environmental cost and enterprise performance is complicated. 
Scholars mainly study the negative impact, positive impact, impact time and U-shaped 
relationship. Scholars of the traditional school believe that the environmental behavior of 
enterprises will expand the scale of environmental protection investment, and then affect the 
normal productive investment, which is not conducive to improving the production efficiency 
of enterprises, thus affecting investors' confidence in the company. Wang and Zhang[11] 
investigated the relationship between environmental protection investment and financial 
performance by using the mixed cross-section hierarchical regression method and grouping 
test method. The results showed that the environmental protection investment of enterprises 
was significantly negatively correlated with financial performance, that is, the environmental 
protection investment of enterprises significantly inhibited the improvement of financial 
performance of enterprises. The most famous "Porter Hypothesis" about the positive 
correlation between environmental cost and enterprise performance is that the purchase of 
energy-saving equipment can offset the cost of environmental protection caused by compliance, 
and produce green products to meet the public demand, thus improving competitiveness. Since 
then, many scholars have verified this point of view. Hu and Li[12] verified the relationship 
between environmental regulation, environmental investment and enterprise performance 
through their studies, and found that environmental investment has a greater promoting effect 
on enterprise performance than environmental regulation. Taking listed enterprises in Hubei 
Province as research samples, Tang et al.[13] studied the relationship between regional 
economic development, investment in environmental protection and enterprise value. The 
results showed that in the long run, investment in environmental protection by enterprises is 
conducive to improving enterprise value, and the level of regional economic development 
positively regulates the positive correlation between the two. In addition, some scholars have 
studied the time and intensity of the impact of environmental investment on enterprise 
performance. For example, Nakamura[14] took 3237 Japanese companies as research samples 
and used ordinary least square regression to study the impact of environmental investment on 
corporate performance. The results proved that environmental investment had nothing to do 
with corporate performance in the short term. However, in the long run, environmental 
investment has a positive impact on corporate performance. Sueyoshi and Wang[15] used data 
envelope analysis to conduct environmental assessment on the American energy industry, and 
found that in the short term, green investment can increase the net income of enterprises 
through good image, but this increase effect is limited and does not immediately increase the 
value of the company. 

4. Research Prospects 

In the past 40 years of reform and opening up, China's economy has achieved rapid 
development. However, China's development mode still relies on the traditional model, which 
leads to the economic development at the cost of sacrificing the environment and resources. 
Our country started from "twelfth five-year" planning determines the main pollutant total 
amount control target, the prevention and control of pollution as a top priority, speed up 
structural adjustment, put forward to building a resource-conserving and environmentally 
friendly society as an important focus of accelerate transformation of the mode of development, 
actively cope with global climate change, increase the intensity of the environmental protection 
measures such as." Much starker choices-and graver consequences-in planning put forward five 
"development philosophy, of which the green development is necessary for sustainable 
development, to achieve the purpose of the ecological environmental quality will improve 
overall, implement the most stringent environmental protection system, the total discharge of 
major pollutants to sharply reduce, energy and water consumption, carbon emissions will be 
brought under effective control, to form the government, enterprises, public work system of 
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environmental governance. Environmental cost is an integral part of China's economic 
development, and the development of economic environment urgently needs the support of 
environmental cost theory innovation. Based on this, the task of constructing the theoretical 
system of environmental cost with Chinese characteristics is still very arduous. In the future, it 
may present the following characteristics: 

4.1. The transformation of environmental cost base requires the integration of 
theoretical research disciplines 

There will be an obvious trend of discipline integration in the study of environmental cost, and 
the trend of integration between environmental cost and consumer behavior will be 
strengthened. At the same time, environmental economics will not only integrate with 
behavioral economics, evolutionary economics, experimental economics and other economic 
disciplines, but also produce more cross-integration with physics, sociology, history and 
geography, gradually expand the research content and perspective of environmental economics, 
and promote the innovation of its research methods. 

4.2. The change of environmental cost object requires theoretical research to 
attach importance to coordination effect 

The research object of traditional environmental cost theory is mainly the enterprise, focusing 
on how the enterprise obtains profit from the competition. The research of modern 
environmental cost theory mainly focuses on the government and enterprises, and focuses 
more on the cooperation, coordination and benefit sharing mechanism between the 
government and enterprises. Based on this, the evaluation standard of environmental cost, 
coordination dimension and how to make policy system all need to be further discussed and 
studied. 

4.3. The development of regional policy research to the whole chain will have a 
more profound impact on theoretical research 

Environmental cost is an important variable in China's economic development. However, there 
are few environmental cost policies in China, and the theoretical research of environmental cost 
policy lags behind the actual demand seriously. At present, one of the main problems in the 
formulation and implementation of environmental cost policy in China is the lack of policy 
simulation and forecast evaluation, which often rely on experience to make policy. Therefore, 
in the future, economic models can be built by combining big data technology and geographic 
information technology to simulate and predict the policy effect of environmental costs and 
evaluate the implementation effect. 
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