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ABSTRACT

This in-depth study explores the complex topic of applying green accounting in the Indian
environment. The study aims to clarify the transformative implications of adding environmental
factors into economic frameworks by evaluating the potential opportunities and difficulties. The
paper offers a comprehensive knowledge of the strategic benefits and difficulties involved with
integrating green accounting practices into India’s developmental path through a careful analysis
of literature and case studies.
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INTRODUCTION

A global solution is necessary for the challenge of environmental change. Companies are
motivated to take action after realizing how crucial the environment is to human survival.
Governments and organizations raise awareness by educating the public about the value of the
environment and its well-being. Environmental changes are harmful. The potential to slow down
as well as have an impact on the environment and the economic growth rate. similar to every
element of modern Accounting in business has not avoided the attention of environmentalists.
The concept of "green accounting,” often referred to as "sustainable accounting”" or
"environmental accounting," has emerged as a way to quantify a level of income that can be
maintained without destroying the stock of natural resources. Green accounting (GA) is the term
for combined national and company environmental and economic accounting. It encourages
enterprises to have a sustainable future by incorporating green R&D and green purchasing.
Environmental accounting, resource accounting, and integrated accounting are other names for
green accounting.

CONCEPT OF GREEN ACCOUNTING

The decline of environmental resources and environmental degradation are not taken into account
by conventional national accounting. Green accounting, according to critics, should be included
in the gross domestic product (as a measure of national income) because it ignores the impact of
the environment. The goal of green accounting is to eliminate the errors that would otherwise
render the GDP a misleading instrument for making policy decisions. The outcome, known as
"Green GDP," aims to improve over GDP's limitations. Peter Wood, an economist, and professor,
coined the term "environmental accounting” in the 1980s.

The goal of environmental accounting, also known as green accounting, is to enlarge the scope of
all accounting frameworks used to evaluate economic performance, such as national accounts,
financial accounting standards, and others. It is a crucial tool for evaluating the advantages and
disadvantages of initiatives in relation to their effects on the environment.

In 1993, the UN published a manual on the System for Integrated Environmental and Economic
Accounting (SEEA). SEEA is used in green accounting, which emphasizes the depletion of finite
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natural resources. These GA guidelines convert ethical and sustainable behavior into financial
value.
The objectives of a green accounting system include

1. To determine the portion of the GDP that represents the expenses required to offset the
negative effects of economic growth
To create a link between monetary environmental accounts and physical resource accounts
To evaluate the benefits and costs of the environment

Sl

To keep a record of the maintenance of physical resources

5. To quantify the environmental product and income indicators
Optimists, pessimists, and those in the middle should all be able to express their opinions in a
green accounting system. It needs to be adaptable, dynamic, and structured to make it simple to
change it when new information becomes available. By requiring businesses to account for the
costs associated with environmental responsibility, green accounting helps to reduce
environmental damage. Companies that use green accounting emphasize the triple bottom line:
profit, people, and the planet.
The potential environmental effects of a client's business choice might be discussed with green
accountants. They are there to reduce waste and address environmental damage that has already
occurred. To update the current accounting software, they might only need to include green
accounting functionality.

Review of literature:

Sadiku et.al. (2021) this paper on a new area of accounting called "green" or "environmental
accounting” that allows for accounting of the effects on the environment. Green accounting, as
opposed to traditional accounting, takes the environment's health into account. It incorporates
environmental costs into operational financial performance. It takes into account how economic
activity will affect the environment in the long run. This primer offers a succinct overview of green
accounting.

Lako et.al. (2019) the Conceptual Framework for Green Accounting will be created by me. The
building is designed to help the government, particularly the Financial Accounting Standards
Board (FASB), businesses, and other groups with the development and implementation of Green
Accounting standards. The framework is made up of the Green Accounting Report Model, the
Green Accounting Principles, the Green Accounting Conceptual Framework, and the Nature of
Green Accounting.

Kanaka (2018) this paper on national economic accounts' integration of a green accounting system
could make it easier to monitor sustainability. The study discovered that the different parameters
of green accounting accounted for 20.6 percent of the variation in the measure of environmental
performance. Corporate sustainability was shown to have a stronger positive impact on the
measure of environmental performance than the other variables. Calculating environmental
performance was found to be the respondents' most preferred benefit. A cost-benefit analysis was
found to be the respondents' preferred method of green accounting, followed by managing
environmental costs, life cycle costing, flow cost accounting, total quality environmental
management, and carbon credit calculation.

Agarwal et.al. (2018) the major goal of this paper is to clarify the meaning and significance of
green accounting and reporting. It also seeks to ascertain how crucial it is for a business to
implement green accounting and maintain a record of the benefits it receives from the environment
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and the benefits it provides in return. This would contribute to the effective utilization of resources
and some reduction in pollution. Green accounting is important to a company's corporate social
responsibility (CSR). In this study, we also attempt to evaluate public perceptions of green
accounting through primary data collection.

Malik (2015) today, it is crucial to carefully weigh the advantages and costs of environmental
degradation. Green accounting will assist organizations in determining how resources are used
and the costs that industry operations place on the environment. This new accounting practice
known as "green accounting” tracks the expenses and advantages the environment provides to a
company. A brand-new difficulty for the accounting system is green accounting or environmental
accounting. The focus of the current study article is on investigating the idea of green accounting,
its applications, and reporting in India.

Rewadikar (2014) Accounting affects organizational culture and affects the viability and
credibility of businesses. Accounting has become part of the larger social and political context on
a larger scale. In accounting, reality is represented or even recreated using accounting data. Many
businesses are hesitant to use green accounting because they are unsure of the results and the
effectiveness of such a tool. This study report tries to establish the actual benefits of Green
accounting adoption inside an economic entity in order to assist organizations in evaluating the

necessity for it.
[
OBJECTIVE OF THE STUDY:

1. To determine possible methods for measuring the different environmental issues in an
environmental accounting system

2. To identify the various Indian Organisations' Green Accounting practices

3. To evaluate the possible advantages and opportunities that green accounting could present
for India

4. to evaluate carefully the issues and challenges preventing India from successfully
implementing green accounting

OPPORTUNITIES OF GREEN ACCOUNTING

A variety of opportunities presented by green accounting can lead to improvements in economic
decision-making, environmental preservation, and sustainable development. These prospects have
the potential to improve laws and practices in India, a country dealing with rising urbanization,
resource shortages, and environmental deterioration. Some key opportunities include:

1. Holistic Decision Making: By taking into consideration how economic operations affect
the environment, green accounting offers a more thorough evaluation of such activities.
This comprehensive approach gives decision-makers a clearer knowledge of the trade-offs
between economic growth and ecological health, enabling them to make more well-
informed and reasonable choices.

2. Sustainable Resources Management: Green accounting works to prevent the abuse of
natural resources and ecosystem services by calculating their value. It enables the creation
of plans that guarantee the sustainable use of resources, minimizing the danger of
depletion, and guaranteeing their availability for subsequent generations.

3. Policy Formulation and Evaluation: The development of efficient policies to address
environmental issues is facilitated by the integration of environmental data with economic
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indicators. It enables governments to create rules and rewards that support businesses and
methods in line with the objectives of sustainable development.

Enhanced International Reporting: Green accounting supports international
sustainability programs like the Paris Agreement and the Sustainable Development Goals
(SDGs). India can more effectively illustrate its adherence to international accords and
highlight its progress towards reaching environmentally friendly goals by incorporating
environmental factors into economic reporting.

Informed Investment Decisions: Environmental sustainability is becoming more and
more important in the eyes of investors and financial institutions, according to informed
investment decisions. Green accounting improves transparency, enabling investors to
decide responsibly on investments based on a company's environmental record.
Fostering Green technology: Green accounting encourages the adoption of green
technology by giving monetary value to environmental assets. When businesses are aware
of the financial advantages of minimizing their environmental impact, they are more likely
to invest in environmentally friendly practices.

Wealth Measurement Beyond GDP: Gross Domestic Product (GDP) and other
traditional economic measurements frequently ignore impacts on the environment. By
extending the scope to include the value of ecosystem services and natural resources, green
accounting gives a more realistic picture of a country's wealth.

Innovation and job creation: As the globe moves towards sustainable practices, there are
more prospects for green jobs and innovation. Research and development activities can be
directed by using green accounting, which may create new market segments and
employment prospects.

Public Participation and Awareness: Green accounting can be used as a teaching tool to
assist people understand how economic decisions have an impact on the environment. This
understanding can promote a culture of sustainability and motivate people to make
decisions that are good for the environment.

Long-Term Economic Stability: Green accounting helps to maintain long-term economic
stability by preventing resource depletion and environmental deterioration. It reduces the
dangers of unexpected resource shortages, ecosystem extinctions, and the ensuing negative
economic effects.

India's economic framework would benefit from a variety of strategic advantages that would
support the country's goals of equitable and sustainable growth. These possibilities highlight the
possibility of successful coexistence between economic growth and environmental well-being,
constituting an important step toward a more resilient and prosperous future.

CHALLENGES OF GREEN ACCOUNTING

While there are many prospects for green accounting, there are also a number of obstacles that
must be overcome in order for it to be effective and successful. These difficulties are numerous
and varied, especially in the context of India, necessitating careful thought and effective responses.
Some major difficulties include:

1.

Data Availability and Quality: For efficient green accounting, environmental data must
be accurate and trustworthy. However, data collecting and management methods in India
are frequently disjointed, unreliable, and insufficient. A crucial difficulty is ensuring the
availability of high-quality data for numerous environmental indicators.
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Complexity of Valuation: It can be difficult to put a monetary value on ecosystem
services, natural resources, and environmental externalities. Accurately estimating
intangible advantages like clean air, water, and biodiversity, which are not typically
captured, is difficult in economic accounting.

Integration into Policy Frameworks: Integrating environmental data into policy
frameworks entails coordinating complicated information and guaranteeing its
applicability to the creation of policies. It can be difficult to bridge the gap between
environmental research and economic policy, yet doing so is necessary to achieve this
integration.

Resistance to Change: In traditional economic systems, long-term environmental
sustainability frequently takes a backseat to short-term economic gain. Stakeholder
opposition to the adoption of green accounting could hinder it because they are worried
about negative effects on economic statistics like GDP growth.

Lack of Knowledge: To successfully adopt green accounting, specialists in both
economics and environmental science are needed. India may lack qualified professionals
who can undertake thorough analyses that effectively capture the interplay between
economic and environmental issues.

Measurement and non-market values: It can be challenging to quantify non-market
values like the cultural and recreational advantages received from ecosystems. It might be
difficult methodologically and ethically to decide how to put economic prices on these
intangibles.

Institutional Coordination: Coordination between the many government departments,
ministries, and agencies in charge of implementing economic and environmental policies
is necessary for effective green accounting. A fundamental difficulty is overcoming
bureaucratic barriers and guaranteeing reliable collaboration.

Technology Infrastructure: A strong technology foundation is needed for the gathering,
management, and analysis of data in order to implement green accounting. India's
technological capacity may frequently need to be improved in order to meet the needs of
such a system.

Public Awareness and Engagement: The general public may not be familiar with the idea
of green accounting. Building support for its implementation and promoting public
participation are crucial for its long-term success.

Complexities of Globalization: Globalization's complexity makes it difficult to account
for the environmental effects of imported and exported commodities as India participates
in international trade and supply networks. There is a dearth of standardized methods for
the attribution of environmental consequences across national boundaries.

In order to address these issues, government agencies, academic institutions, business

organizations, members of civil society, and international partners must work together in a

multidisciplinary manner. While incorporating lessons from international best practices, solutions

must be customized to India's unique problems. By overcoming these obstacles, an economy can

become more robust and sustainable while also improving resource management and decision-
making.

STAGES TO BE FOLLOWED BY THE CORPORATE FOR GREEN ACCOUNTING IN
INDIA:
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The study created a model that outlines six areas that must be covered in environmental accounting
in order to evaluate the organization's overall environmental performance. The purpose of this
model is to offer a fresh perspective on the various tasks that organizations must complete in order
to enable environmental accounting and reporting.

1. Identification of Environmental Reporting parameters: The first step in the
environmental accounting process is for organizations to identify the environmental
reporting requirements that apply to them, such as environmental policy, health, safety, and
environmental considerations, energy conservation, corporate
sustainability/environmental initiatives, sustainability reporting, waste management, water
management, wind/renewable energy sources, environmental information system,
environmental disclosure procedures, and environmental targets.

2. Defining the Environmental Reporting Parameters: The organization must explicitly
state the operational meaning of each metric it identified and on the basis of which it sought
to monitor the environmental performance over the long term during
the second stage of the environmental accounting process.

3. Specify the Environmental Targets to be achieved: In this stage, the organization
attempts to develop the environmental goals that must be met in the short and long terms
or the organization's short and long-term environmental policies.

4. Developing the Environmental Performance Indicators: Organisations need to
consider the indicators of their environmental performance at this stage, such as the
framework for their environmental policy, health, and safety standards to be followed,
energy-saving techniques to be used, waste management programs to be implemented,
water management policies, etc.

5. Measure the Environmental Performance Indicators: Organisations attempt to gauge
actual environmental performance in terms of preset standard performance indicators in
this situation. Both qualitative and quantitative methods of measurement are possible. For
instance, it is necessary to quantify waste management programs while measuring
indicators like the environmental policy framework qualitatively.

6. Report the Environmental Performance Results: Organisations combine their financial
and environmental performance in the final step to account for the environmental impact
on the financial performance.

GREEN ACCOUNTING IN INDIA:

In fact, the business should report the percentage of materials converted into recycled materials as
input material, consumption of total energy, energy-saving practices, consumption of renewable
energy, consumption of water, report on the emission of greenhouse gases, and discharge of the
water. In India, the Ministry of Corporate Affairs issued guidelines on economic responsibility and
social environmental components of the business in 2011. The topics covered in the information
include deforestation, efforts to reduce emission levels as an environmental initiative, waste
management and management of it, water management by reduction, recycling and reuse of water,
creation and conserve the green belt and biodiversity reduction, recycling and reuse of water, and
creating and conserving the green belt and biodiversity. In India, businesses reveal their green
accounting reports at certain points in their reports that cover the management analysis and
discussion sections. The firms make information available in the non-quantitative form of (1) the
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percentage of carbon footprint reduction and (2) the emission of greenhouse gases, but they
withhold information on the recognition of environmental costs and liabilities.

1.

Very few businesses provide sufficient information about environmental issues. They
prepare and submit any necessary environmental information if required to do so by the
applicable law. To prepare an environmental statement, follow the instructions provided
by the Environment Ministry. Through their accounts, it can be seen that the following
informational categories are mostly provided:

(i) The kind of pollution-control equipment installed.

(i1) The actions made to conserve energy.

(ii1) Measures done to conserve raw materials.

(iv) Action is taken for production process waste and waste from wastewater.

(v) Measures taken to enhance the quality of goods and services, the manufacturing
process, etc.

Dr. B.B. Padhan and R.K. Bal performed a study with 80 executives from various
industries, and the results showed that businesses are fully aware of the need for
environmental reporting. They are also conscious of the problem with the environment.
The corporate CEOs have also voiced their support for industries reporting on the
environment. Despite their understanding and consent, industries' environmental reporting
is extremely lacking. The yearly report has very little information because it is so deficient.
According to Jong Seo Choi, research investigations have looked at how much

Of course, businesses produce social data. what kind of environmental information section.
Several overarching themes stand out. Included in this are the following:

i.  There are few companies that disclose, and the amount of disclosure is modest.

ii.  The disclosure varies over time, between nations, and between industries. The
changing business climate and the social, economic, and political environments in
which they take place are reflected in social disclosure in general and
environmental disclosure in particular. However, the overall volume of voluntary
disclosure remains largely stable over time, but the topic covered in the disclosure
shifts.

iii.  There is a very clear size effect, with bigger organizations being more likely to
disclose than smaller ones.

iv.  Very little disclosure will really include numbers, either financial or otherwise, and
very little of it will meet any standard definition of information.

Following are the environmental reports included in the directors' reports of three Indian
companies:

Asian Paints (India) Ltd., 1993-1994: "Ecology and Safety: Samples of treated effluents
are periodically checked for Compliance with standards."

i.  Goodlass Nerolac Paints Limited (1993-1994): "Pollution: The company routinely
reviews policies and procedures in place in line with the Pollution Control Act to
safeguard the environment and guarantee workplace safety. The business
continuously makes adjustments to guarantee complete adherence to legal
regulations.

ii.  Maruti Udyog Limited (1993-1994): "Environment: An effort was made to modify
the existing effluent treatment facility in order to handle extra effluents produced
as a result of capacity growth. Non-methane hydrocarbons, ambient air quality,



38 JOURNAL OF THE ASIATIC SOCIETY OF MUMBAL, ISSN: 0972-0766, Vol. XCIX, No.08, 2023

stack emissions, and effluents are all constantly monitored, and the parameters are
kept well within set limits. This data is collected at the Paint Shop and Engine
Testing Shop. The planting of 3000 more saplings has helped to expand the green
belt surrounding gas turbine and R&D locations.

iii.  Additionally, it was discovered that the majority of businesses provide descriptive
information on the environment rather than financial type, meaning that the
depreciation of natural capital is not taken into account when calculating corporate
earnings.

CONCLUSION

Environmental and natural resource accounting is known as "green accounting." It is an accounting
method that considers environmental concerns. Both academic and professional accounting
communities are giving it unheard-of amounts of attention. Although GA is a new area of study
and practice, its significance is causing it to acquire popularity swiftly.

Intergenerational fairness, environmental sustainability, and economic progress are all connected
by the thread of green accounting. The knowledge that the world we leave to the generations of
tomorrow is shaped by the decisions we make now sheds light on the way forward. The study of
green accounting is not just an academic endeavor now that the prospects and difficulties are clear;
it is a group effort to create a future where prosperity and peace coexist in the natural world.

The challenges that arise in this path necessitate focus, creativity, and tenacity. It becomes clear
that overcoming data scarcity and guaranteeing its quality is necessary for efficient green
accounting. While opposition to change emphasizes the need for a cultural shift in economic
assessment, the complexities of valuation provide insight into the challenging issue of estimating
the worth of nature's contributions. In order to successfully navigate the transdisciplinary field of
green accounting, we must foster a new generation of experts.
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