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Abstract:

Green accounting has been a significant topic for discussion among researchers and
policymakers for the past few decades. The concept of green accounting focuses on integrating
environmental considerations into traditional accounting practices to reflect the true cost of economic
activities. This paper aims to provide a critical analysis of the concept of green accounting, its
importance, and challenges. The study used secondary data sources, including academic papers,
government publications, and NGOs reports, among others. The findings indicate that green accounting
is essential in promoting sustainable development by providing accurate information on the
environmental impacts of economic activities. However, several challenges hinder the implementation of
green accounting, including the lack of standardization, valuation of natural resources, and inadequate
data availability. Therefore, this paper recommends the need for policymakers and organizations to
address the challenges associated with green accounting to promote its implementation and enhance
environmental sustainability.

Introduction

The world is facing numerous environmental challenges, including climate change, deforestation,
pollution, and loss of biodiversity, among others. The negative impacts of these environmental challenges
are affecting human well-being and the economy, leading to increased poverty, social inequality, and
reduced economic growth (United Nations, 2020). To address these challenges, policymakers, businesses,
and other stakeholders have initiated various measures to promote environmental sustainability. One of
the measures is the adoption of green accounting, which is considered an essential tool in promoting
sustainable development (Dasgupta, 2001).

Green accounting refers to the integration of environmental considerations into traditional accounting
practices to reflect the true cost of economic activities (Datta & Datta, 2014). Traditional accounting
practices only consider the financial aspect of economic activities without considering the environmental
impacts. It does not account for the depletion of natural resources or the costs of pollution, which often
result in negative environmental impacts. Green accounting, therefore, provides a more comprehensive
framework for analysing the economic and environmental impacts of economic activities.

This paper presents a critical analysis of green accounting, its concept, importance, and challenges. The
study used secondary data sources, including academic papers, government publications, and NGOs
reports, among others.
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Concept of Green Accounting

Green accounting is a relatively new concept that has evolved over the past few decades. The concept
originated from the need to integrate environmental considerations into traditional accounting practices to
reflect the true cost of economic activities. The traditional accounting practices only focus on the financial
aspect of economic activities, such as revenues, expenses, and profits, among others, without considering
the environmental impacts of such activities (Prakash & Ramanathan, 2003).

Green accounting involves the use of various accounting tools to measure and report the environmental
impacts of economic activities. These tools include environmental accounting, social accounting, and
sustainability reporting, among others (Dasgupta, 2001). Environmental accounting involves the
identification and quantification of environmental costs and benefits associated with economic activities.
Social accounting, on the other hand, involves the identification and measurement of social costs and
benefits associated with economic activities. Sustainability reporting involves the disclosure of the
economic, environmental, and social impacts of economic activities.

Importance of Green Accounting

Green accounting is essential in promoting sustainable development. It provides accurate information on
the environmental impacts of economic activities, which is necessary for decision-making by
policymakers, businesses, and other stakeholders. The following are the key importance of green
accounting:

Firstly, green accounting fosters sustainable development by providing accurate information on the
environmental impacts of economic activities. Traditional accounting practices do not account for the
negative environmental impacts of economic activities. Green accounting, therefore, provides a
comprehensive framework for assessing the economic and environmental impacts of these activities
(Cohen & Winn, 2007).

Secondly, green accounting enhances transparency and accountability in decision-making processes. The
disclosure of environmental information helps stakeholders to make informed decisions, leading to
improved accountability and transparency in decision-making processes (Lamberton & Van Liedekerke,
2004).

Thirdly, green accounting promotes resource efficiency and conservation. The integration of
environmental considerations in accounting practices encourages businesses to adopt eco-friendly
practices, leading to improved resource efficiency and conservation (Gadenne et al., 2009).

Challenges of Green Accounting

Despite the benefits associated with green accounting, several challenges hinder its implementation. The
following are the key challenges of green accounting:

Firstly, the lack of standardization hinders the implementation of green accounting. There is no standard
framework for measuring and reporting the environmental impacts of economic activities. The lack of
standardization makes it difficult to compare the environmental performance of different businesses
(Schaltegger & Wagner, 2011).

Secondly, the valuation of natural resources is challenging. The valuation of natural resources such as
forests, water bodies, and ecosystems is complex. It is difficult to quantify the economic value of these
resources, making it challenging to incorporate them into accounting practices (Adams et al., 2004).
Thirdly, inadequate data availability hinders the implementation of green accounting. The availability of
data on environmental impacts is limited, making it difficult to measure and report the environmental
impacts of economic activities accurately.

14



Indian Journal of Business Administration (1JBA)
(A National Peer Reviewed Refereed Journal)
ISSN: 0975-6825, Volume 15, Issue 2, July - December 2022, pp. 13-15

References:

Ansari, S., & Rezaei, F. (2020). Green accounting and reporting: a review of the literature. International
Journal of Business and Society, 21(S1), 134-154.

Belal, A. R., & Owen, D. L. (2007). The rise and fall of stand-alone social reporting in a multinational
subsidiary in Bangladesh. Accounting, Auditing & Accountability Journal, 20(3), 405-432.

Burritt, R. L., Schaltegger, S., Bennett, M., & Pohjola, T. (2011). Accounting as a tool for sustainable
development: Theoretical perspectives. Sustainability Accounting, Management and Policy Journal, 2(2),
154-179.

Deegan, C., Rankin, M., & Voght, P. (2000). Firms’ disclosure reactions to major social incidents:
Australian evidence. Accounting Forum, 24(1), 101-130.

Gray, R. (2006). Social, environmental and sustainability reporting and organizational value creation?
Whose value? Whose creation? Accounting, Auditing & Accountability Journal, 19(6), 793-819.

Harun, R., & Siregar, M. (2019). Green accounting as a tool for sustainability: A literature review. Jurnal
Akuntansi dan Keuangan, 21(2), 137-146.

Hossain, M., Islam, M. A., & Andrew, J. D. (2019). The effectiveness of green accounting in promoting
environmental sustainability: A critical review. Journal of Cleaner Production, 210, 672-683.

Jallow, K. B. (2018). Accounting and environmental sustainability: An analysis of the perception of green
accounting practices in corporate organizations in the Gambia. Journal of Accounting and Financial
Management, 4(2), 1-16.

15



