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Abstract 

Green accounting also known as environmental or sustainability accounting integrates 

environmental costs, natural resource depletion, and ecosystem services into conventional 

accounting frameworks. Unlike traditional accounting systems that report exclusively 

economic outputs (GDP, profits), green accounting adjusts national and corporate accounts to 

incorporate environmental impacts and resource depletion, making it an essential tool for 

sustainable development planning. In the Indian context, rapid industrialization and 

urbanization have challenged sustainable progress, underscoring the importance of accurately 

incorporating environmental values into policy, corporate governance, and national economic 

planning. Green accounting is a method of accounting that integrates environmental factors 

into financial decision-making by incorporating environmental costs into financial results. It 

has gained significant importance in recent years due to rising concerns about environmental 

sustainability and growing corporate responsibility. The study delves into the adoption of 

green accounting practices in India, analyzing their influence on both economic growth and 

environmental sustainability. It provides a comprehensive analysis of environmental cost 

accounting, natural resource valuation, and corporate sustainability reporting. This research 

discusses conceptual foundations, emerging practices, regulatory contexts, roles in 

sustainable development, case illustrations, major challenges, and recommendations for 

scaling green accounting in India. 

Keywords: Green Accounting, SDGs, SMEs, Capacity Building and Financial Incentives 

Introduction 

Sustainable development is defined as economic growth that meets present needs 

without compromising the ability of future generations to meet theirs balancing economic, 
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environmental and social objectives. The conventional accounting systems ignore 

environmental costs (e.g., pollution, natural resource depletion), leading to undervaluation of 

environmental losses and overestimation of economic gains. Green accounting addresses this 

gap by recording environmental assets, liabilities, and ecosystem services in economic 

decision-making systems, both at national and corporate levels. The degradation of natural 

resources and environmental pollution has raised concerns about sustainable economic 

growth. Traditional accounting systems fail to capture environmental costs, necessitating the 

emergence of green accounting. This paper investigates the role of green accounting in 

promoting corporate sustainability and responsible decision-making. Additionally, the paper 

discusses corporate sustainability reporting, highlighting how organizations disclose their 

environmental performance and sustainability efforts. As climate change and sustainability 

become global concerns, India must adopt green accounting practices to balance economic 

growth with environmental preservation. This paper examines the significance of green 

accounting in India’s sustainable development agenda, analyzing its role in decision-making, 

policy formulation, and long-term ecological balance.  

 

Objectives of the Study 

1. To study the Concept and Framework of Green Accounting. 

2. To study the Importance of Green Accounting.  

3. To study the Green Accounting Frameworks and Standards in India.  

4. To Role of Green Accounting in Sustainable Development.  

5. To identify the major challenges and Limitations ahead Green Accounting. 

 

Literature Review  

The literature on green accounting in India includes studies from environmental 

economics, corporate social responsibility, and financial management. The following five key 

studies provide insight into the evolution, challenges, and implementation of green 

accounting in India and globally: 
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1. Dasgupta (2001) - Integrating Environmental Costs in National Accounting – 

Dasgupta’s study emphasizes the need for incorporating environmental costs into 

national income accounting. The research highlights how traditional GDP calculations 

fail to account for resource depletion and environmental degradation, leading to 

misleading economic indicators. The study suggests that Green GDP, which adjusts for 

ecological costs, should be implemented in emerging economies like India to ensure 

sustainable growth.  

2. Pearce (2003) - Natural Capital and Economic Valuation – This research delves into 

the concept of natural capital and how its depletion should be factored into financial 

statements. Pearce argues that businesses must treat environmental resources as 

valuable assets rather than externalities. The study lays the foundation for integrating 

environmental liabilities into corporate financial disclosures and encourages regulatory 

bodies to mandate such practices.  

3. Schaltegger and Burritt (2010) - Corporate Sustainability Accounting – Schaltegger 

and Burritt’s work explores how multinational corporations incorporate sustainability 

into their financial reporting. They propose a triple-bottom-line approach (economic, 

environmental, and social) that organizations should adopt. Their study provides a 

framework for businesses in India to align with global sustainability accounting 

standards such as the Global Reporting Initiative (GRI) and ISO 14000. 

4. Kumar and Sinha (2015) - Green Accounting Practices in India – This study 

assesses the current state of green accounting adoption in Indian firms. It identifies key 

industries such as energy, manufacturing, and pharmaceuticals where green accounting 

is most relevant. The research points out challenges such as regulatory ambiguity, lack 

of expertise, and resistance from traditional industries that prioritize short-term profits 

over sustainability.  

5. United Nations System of Environmental-Economic Accounting (SEEA) - A Global 

Perspective – The SEEA framework, developed by the UN, offers standardized 

methodologies for integrating environmental factors into national accounting. This 

study examines how India can leverage the SEEA model to improve environmental 
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reporting at both corporate and governmental levels. The research suggests policy 

reforms that align India’s green accounting initiatives with international standards.  

6. Patel & Mehta (2021) – This paper explores the relationship between green accounting 

and corporate financial performance in India. The study provides empirical evidence 

that companies adopting sustainable accounting practices tend to perform better 

financially in the long run, due to increased investor confidence and brand reputation.  

7. Reddy & Nair (2022) – This study discusses the integration of AI and blockchain 

technology in green accounting. The paper highlights how digital transformation can 

enhance accuracy, transparency, and efficiency in environmental reporting, paving the 

way for real-time monitoring of sustainability metrics. 

8. Singh & Verma (2023) – This research examines the role of government incentives in 

promoting green accounting. The authors argue that tax incentives and subsidies have 

encouraged businesses to adopt sustainable accounting practices, but further policy 

enhancements are required to ensure widespread adoption. 

 

Research Methodology  

This study employs a secondary data approach, utilizing reports from international 

organizations (e.g., World Bank, UN, OECD), Indian government reports, academic research, 

and corporate sustainability reports. Data analysis includes qualitative assessments of 

policies, frameworks, and financial disclosures related to green accounting in India. The 

study also incorporates case studies and trend analysis to provide a holistic understanding of 

the subject. 

 

Concept and Framework of Green Accounting 

1. Definition 

Green accounting is a specialised accounting practice that captures environmental 

costs, ecosystem service values, natural capital depletion, and the cost of environmental 

degradation alongside traditional economic accounting measures. Instead of recording only 
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production, consumption, and capital accumulation, green accounting adds environmental 

costs and benefits to offer a fuller picture of economic sustainability.  

2. Components 

Green accounting generally includes: 

• Natural Resource Accounting – estimation of depletion and sustainability of natural 

capital. 

• Environmental Cost Accounting – costs of pollution control, waste management, 

remediation. 

• Green GDP Adjustments – adjusting GDP figures for environmental externalities. 

• Environmental Disclosures & Reporting – ESG data integration into corporate 

financial reports.  

 

3. International Standards 

The United Nations’ System of Environmental-Economic Accounting (SEEA) 

provides an internationally recognised statistical framework for integrating environmental 

data into economic accounts.  

 

Importance of Green Accounting  

1. Enhances Transparency: Provides stakeholders with detailed information on 

environmental impact.  

2. Improves Corporate Image: Demonstrates commitment to sustainability, attracting 

investors and customers.  

3. Regulatory Compliance: Helps companies adhere to environmental laws and 

regulations.  

4. Cost Reduction: Identifies opportunities to reduce waste and energy consumption, 

leading to financial savings.  

5. Supports Sustainable Development Goals (SDGs): Aligns corporate strategies with 

global sustainability efforts.  

6. Environmental Protection: Encourages businesses to minimize pollution and waste. 
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Green Accounting Frameworks and Standards in India  

Green accounting in India is governed by various frameworks and standards that 

provide guidance on environmental reporting and sustainability assessments. These 

frameworks establish guidelines for businesses and policymakers to integrate environmental 

costs into financial decision-making and promote sustainability. Below are the key 

frameworks and standards relevant to green accounting in India:  

1. System of Environmental-Economic Accounting (SEEA): Developed by the United 

Nations, the SEEA provides an internationally recognized framework for integrating 

economic and environmental data. It enables policymakers to assess the impact of 

economic activities on natural resources and supports sustainable decision-making by 

accounting for environmental degradation and resource depletion. India has adopted 

SEEA principles to develop national-level environmental-economic accounts.  

2. Global Reporting Initiative (GRI) Standards: The GRI framework is one of the 

most widely used sustainability reporting standards worldwide, including in India. It 

provides detailed guidelines for organizations to disclose their environmental, social, 

and governance (ESG) impacts. Many Indian companies, especially those listed on 

stock exchanges, follow GRI standards to enhance transparency and attract responsible 

investments.  

3. ISO 14000 Environmental Management Standards: The ISO 14000 series provides 

internationally accepted standards for environmental management systems (EMS). 

These standards help Indian organizations develop policies for sustainable operations, 

ensuring compliance with environmental regulations and reducing ecological 

footprints. ISO 14001 certification is particularly significant for Indian businesses 

aiming to enhance their sustainability credentials.  

4. Corporate Environmental Reporting Initiatives in India: The Securities and 

Exchange Board of India (SEBI) mandates sustainability reporting for the top 1,000 

listed companies in India under the Business Responsibility and Sustainability 

Reporting (BRSR) framework. This initiative encourages organizations to disclose 
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their environmental performance, carbon emissions, energy consumption, and waste 

management strategies. 

5. Indian Accounting Standards (Ind AS) and Environmental Disclosure 

Requirements: India has incorporated environmental disclosure norms into its 

accounting regulations. Ind AS, which aligns with International Financial Reporting 

Standards (IFRS), requires companies to disclose material environmental liabilities and 

sustainability risks in their financial statements. This aligns corporate reporting with 

global sustainability accounting trends.  

6. Environmental Impact Assessment (EIA): The Indian government mandates EIAs 

for industrial and infrastructural projects to assess their environmental consequences. 

EIA reports are crucial for green accounting, as they quantify environmental costs and 

propose mitigation measures.  

7. Natural Capital Accounting and Ecosystem Services (NCAES): India has initiated 

Natural Capital Accounting frameworks to measure ecosystem services' value, 

ensuring sustainable utilization of natural resources. The NCAES approach integrates 

environmental indicators into economic planning.  

 

Green Accounting Implementation in India  

Green accounting practices are being adopted across various sectors in India. The 

following case studies highlight its implementation: 

1. Government Initiatives: The Indian government has launched initiatives such as 

Green GDP Calculation, which integrates environmental costs into national economic 

assessments. The Ministry of Environment, Forest and Climate Change (MoEFCC) has 

introduced policies for resource conservation and carbon footprint reduction.  

2. Corporate Initiatives: Indian companies such as Tata Group, Infosys, and Reliance 

Industries have adopted sustainability reporting in compliance with global standards. 

Their sustainability reports reflect measures taken to minimize environmental impact 

through energy efficiency, carbon offsetting, and waste management.  
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3. Public Sector Role: Public sector enterprises in India have introduced environmental 

cost accounting measures to ensure compliance with sustainability targets.  

4. State-Level Green Accounting Initiatives: Several state governments have launched 

programs to integrate environmental considerations into regional economic planning, 

promoting green growth strategies.  

 

Benefits of Green Accounting in India  

1. Encourages sustainable business practices by incorporating environmental costs into 

financial planning.  

2. Enhances corporate reputation and investor confidence by demonstrating a 

commitment to sustainability.  

3. Facilitates compliance with Indian environmental regulations, reducing the risk of 

legal penalties.  

4. Supports long-term economic and ecological stability by promoting responsible 

resource management.  

5. Provides valuable data for policymakers to develop strategies for environmental 

conservation and sustainable development. 

 

Policy and Regulatory Context in India 

India has shown increased emphasis on sustainability through regulatory and 

reporting frameworks: 

• SEBI’s Business Responsibility and Sustainability Reporting (BRSR) requires 

comprehensive environmental, social, and governance disclosures by listed 

companies, fostering green accounting practices.  

• Green finance initiatives such as green bonds and sustainability-linked loans 

promote environment-driven investments that often require robust accounting and 

disclosure of environmental impacts.  
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• While India has not yet formally integrated green accounting into national accounts 

(like ‘Green GDP’ at the national level), pilot efforts and academic proposals have 

recommended such integration for better measurement of sustainable development. 

 

Role of Green Accounting in Sustainable Development 

1. Enhancing Policy Design 

By quantifying environmental costs and benefits, green accounting provides 

policymakers with a clearer view of the trade-offs between economic development and 

environmental protection. Accurate environmental valuations help in framing 

regulations on pollution control, resource conservation, and climate change mitigation. 

2. Corporate Governance and Transparency 

Green accounting promotes transparency by encouraging firms to report environmental 

liabilities, emissions, energy use, and resource consumption alongside financial data. 

This increases investor confidence and aligns corporate strategies with sustainability 

goals, particularly under frameworks such as ESG and BRSR.  

3. Resource Efficiency and Innovation 

Integrating environmental costs into business performance measures drives firms to 

innovate for efficiency and sustainable resource management. Evidence shows firms 

with green accounting practices improve sustainability indicators and may achieve 

better financial and environmental performance.  

4. Supporting Financial Market Instruments 

Green accounting is critical for sustainable finance instruments like green bonds that 

require rigorous environmental performance tracking, enabling capital flows into 

sustainable infrastructure, renewable energy, and climate-friendly projects.  

5. Societal and Environmental Welfare 

Better accounting of environmental assets (air, water, forests, and biodiversity) helps 

governments and communities assess ecosystem service values, internalise 

environmental costs, and design public policies that prioritise long-term ecological 

welfare and human health outcomes.  
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Case Illustrations from Indian Practice 

1. Corporate Reporting 

Several major Indian firms (e.g., Tata Group, Infosys, HUL, Wipro, and ITC) include 

environmental accounting metrics in their sustainability reports, reflecting emissions, 

water usage, and carbon intensity aligned with ESG and sustainability frameworks.  

2. Banking Sector 

Green accounting practices are being used in the Indian banking sector to measure and 

report environmental performance, including financing impacts, energy and water use, 

and greenhouse gas emissions related to lending and internal operations.  

3. Technology Integration 

Emerging research shows that integrating FinTech tools in management accounting 

enhances environmental accounting accuracy, timeliness of reporting, and budgeting for 

sustainability across banks and financial institutions.  

 

Challenges and Limitations 

Despite its promise, green accounting faces several challenges in India: 

• Lack of Standardization: No universally accepted valuation methods for natural 

assets and ecosystem services hinder consistent reporting.  

• High Implementation Costs: High implementation costs discourage small and 

mediumsized enterprises (SMEs) from adopting green accounting.  

• Regulatory Gaps: While corporate sustainability disclosures are expanding, 

integration into national accounting systems remains limited, with little enforcement 

of environmental accounting standards.  

• Limited Assurance Mechanisms: Independent verification of environmental data is 

evolving but not widespread, reducing confidence in reported outcomes. 

 

Recommendations 

To fully harness green accounting for sustainable development in India, the following 

steps are recommended: 
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1. Standardise Valuation and Reporting: Develop national guidelines for 

environmental valuation and integrate them with international frameworks like SEEA. 

2. Capacity Building: Train accountants, auditors, and environmental managers in 

sustainability measurement techniques. 

3. Incentivise Adoption: Provide tax credits, subsidies, or financial support especially 

for SMEs to implement environmental accounting systems. 

4. Mandatory Disclosure Requirements: Expand mandatory environmental disclosure 

requirements across sectors beyond large listed companies. 

5. Technology and Digital Solutions: Promote the use of digital accounting platforms 

that integrate environmental performance data, enabling real-time sustainability 

reporting. 

 

Conclusion 

Green accounting plays a pivotal role in India’s journey towards sustainable 

development by integrating environmental costs into economic decision-making. It enhances 

transparency, supports environmental policy design, aligns corporate strategies with 

sustainability goals, and provides a stronger foundation for sustainable finance. With 

appropriate standardization, regulatory support, and capacity building, green accounting can 

help balance economic growth with ecological preservation contributing significantly to 

India’s sustainable development objectives. Green accounting is crucial for ensuring India’s 

sustainable development. By incorporating environmental costs into economic decision-

making, green accounting helps balance growth and conservation efforts. While significant 

progress has been made, continued efforts are needed to standardize frameworks, enhance 

awareness, and increase corporate adoption. Future advancements in technology, policy 

interventions, and corporate engagement can enhance the effectiveness of green accounting 

practices in India, ultimately contributing to a more sustainable economy. 
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