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1. INTRODUCTION: 

Green accounting is also popularly known as Environmental accounting. The term green accounting was first 

introduced by Economist and Professor Peter Wood in the 1980’s. Green accounting helps the organisations to 

identify the use of natural resources and the costs involved. Green accounting considers and records the cost and 

benefit of the ecosystem for a company which arises through environment protection and it helps to promote a 

sustainable development for businesses in future. 

Green accounting is a type of accounting that attempts to include factor environmental costs into the financial 

results of operations. It has been argued that Gross Domestic Product (GDP) ignores the environment and therefore 

policymakers need a revised model that incorporates green accounting.  

The major purpose of green accounting is to help businesses understand and manage the potential advantage 

between traditional economic goals and environmental goals. It also increases the important information available for 

analyzing policy issues, especially when those important parts of information are often overlooked and it is said to 

only ensure weak sustainability, which should be considered as a step toward ultimately a strong sustainability. Green 

accounting helps to promote a sustainable future for businesses as it brings green public procurement and green 

research development into the big picture. Penalties for polluters and incentives are also a crucial part of green 

accounting. (Wikipedia) The green accounting considers the accounts of the emissions, natural resource, value of non-

marketed environmental goods and services, green gross domestic product and disaggregation of traditional national 

accounts. The management of supply chain is considered as a significant technique of green accounting. 

(Dr.K.Kanakaraju, 2018) 

 Green accounting is an important tool for understanding the economic role of the natural environment and it 

has different goals as well as viewpoints that only include the protection of natural assets as well as the change in 

wellbeing due to environmental impacts. Green accounting plays a major role in companies CSR and also in decision 

making. The company’s current activities towards the green cause will have both short term and long term 

environmental impacts. (Dr.Ashima saxena, 2018) 

 

2. REVIEW OF LITERATURE: 

Dr.Ashima Saxena (2018) in their research paper ‘Environmental accounting practices in India’ explains the 

concept of environmental accounting and legal environment framework. She also describes the stages of 

environmental accounting and its practices in India. 

Dr. K.Kanakaraju (2018) in his research paper ‘Green accounting practices in India’ identified the possible 

strategies to quantify environmental issues and analyzed how green accounting helpful for sustainable accounting 

systems. 
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Sugandh Mittal (2018) in their paper titled ‘Imperatives of green accounting in India’ concluded that India is 

still in growth stage of green accountability. Indian companies meet the requirement of CSR and no clear legal 

policies for protecting environment.  

G. Tarun and Murugan Ramu (2018) in their paper titled ‘A study on green accounting: a way for sustainable 

development’ highlighted the conceptual framework of green accounting and reporting, its scope & limitations and 

concluded that well defined environment policies are to be required for sustainable development.  

N Anilkumar (2018) in their research paper titled ‘A study on green accounting and its practices in India’ 

explains the concept of environmental management accounting and its importance for business. They concluded that 

green accounting in India is in developing stage and it is one of the best methods to be followed for sustainable 

development. 

 

2.1. OBJECTIVES OF THE STUDY: 

Objectives of the study are as follows 

 To study the concept of Green accounting. 

 To study the green accounting practices in India. 

 To know about legal environmental framework in Indian context. 

 To examine how green accounting practices followed and how it is helpful for sustainable development. 

 

3. RESEARCH METHODOLOGY: 

This research is based on the secondary data has been collected from websites, books, articles, journals and 

magazines related to the topic. 

 

3.1. HISTORY AND SUPPORTERS OF GREEN ACCOUNTING: 

The initiative back support is given from the United Nations, World Bank, IMF, European commission and 

Organisation for economic cooperation and development. Green accounting is discretionary across the world but some 

countries which makes mandatory to publish green reports. Norway is the first country introduced green accounting in 

the 1970’s. Denmark, Finland, Botswana and Australia are the some countries having strict legislations for green 

reporting. 

 

3.2. CONCEPTUAL FRAMEWORK OF GREEN ACCOUNTING: 

 Green accounting method integrates economic, financial and environmental method of accounting. It helps the 

organisations to identify the use of natural resources and the costs involved. Green accounting considers and records 

the cost and benefit of the ecosystem for a company which arises through environment protection and its arrival in 

developing countries like India helps greater for the economy as it creates awareness about environmental pollution, 

its protection and development of environment for sustainable future. It serves the purpose of creating awareness and 

educating corporate firms and the public the importance of environment in the development of economy. 

 Green accounting fixes the responsibility of every citizen and obligated the firms to spend amount for the use 

of resources and materials which may or may not have damages to the environment. They should set aside amount for 

environmental pollution control and balance of ecosystem as a part of corporate social responsibility. Thus the 

corporate firms after follow of green accounting have to prepare separate environmental policies, take necessary steps 

to minimize pollution comply with the rules and regulations set by government and finally provide details of 

environment analysis in annual statements and reports. Ultimately green accounting results in increase the 

productivity, lesser wastages in production, more and more technological innovations, develop plans to prevent 

pollution and design environment friendly products. Definitely the acceptance of green accounting as a generally 

accepted accounting principles leads for sustainable economic development for future generation. 

 

4. SYSTEM OF NATIONAL ACCOUNTS (SNA) AND NET DOMESTIC PRODUCT (NDP): 

System of National Accounts defines NDP as 

NDP= Net Exports (Ne) + Final consumption (C) + Net Investment (Ni) 

Green accounting uses the System of Environmental Economic Accounting (SEEA), which focus on the 

depletion of scare natural resources and measures the costs of environmental degradation along with its prevention. 

The NDP newly defined as Environmental Domestic Product (EDP) or Green NDP. 

EDP= Ne + C + NAPEC + (NANPEC –NANPNA) 

Where: 

Ne= Net Exports  

C= Final consumption  

NAPEC= Net accumulation of produced economic assets 
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NANPEC= Net accumulation of non produced economic assets 

NANPNA= Net accumulation of non produced natural assets. 

 

5. STAGES OF GREEN ACCOUNTING: 

 The process of green accounting includes six stages. 

 Identification of green reporting criteria:- The firms has to identify the parameters such as environmental 

safety, environment protection, public health, optimum utilisation of resources, environment sustainability 

programs, waste management, using the sources of renewable energy, technological improvements, etc.. 

 Define the green reporting parameters:- The firms clearly defines the operational meaning of each 

parameter they fixed and based on this they want to measure long term environmental performance. 

 Environmental standards:- organisations has to formulates environmental targets to be achieved in both 

short term as well as long term. 

 Developing environmental performance indicators:- It is very important in green accounting process every 

organisation need to find method of measure environmental success such as environment protection policy, 

waste management policy, health and safety standards adopted, energy saving strategies followed.  

 Measurement of environment performance indicators:- Organisations has to measure actual environment 

performance with standard performance indicators they set. Measurement of performance may be either 

quantitative or qualitative in nature. 

 Reporting environment performance:- The last stage in green accounting is that produce the environmental 

performance by organisations in the form of annual accounts and statements along with financial performance 

in order to highlight the environmental impact on financial performance. 

 

6. GREEN ACCOUNTING AND LEGAL ENVIRONMENTAL FRAMEWORK: THE INDIAN CONTEXT 

Part IVA (Article 51A-Fundamental duties), Indian constitution:- It shall be the duty on every citizen of 

India, to protect and improve the natural environment including forests, lakes, rivers and wild life and to have 

compassion for living creatures. 

Part IV (Article 48A- Directive principles of state policies):- The states are responsible to protect and improve 

the environment and safeguard the forests and wildlife of the country. 

Ministry of Environment and Forests (MoEF):- MoEF is the apex administrative body in the country for 

regulating and ensuring environmental protection and lays down the legal regulatory framework. It was 

established in 1985. 

Pollution control boards:- The central pollution control board (CPCB) and state pollution control boards 

(SPCB’s) forms the regulations on prevention of environment pollution. 

National Green Tribunal (NGT):- The national green tribunal act, 2010 has been enacted with the objective to 

provide for establishment of a NGT for effective and expeditious disposal of cases relating to environment 

protection and conservation of forests and other natural resources.     

General environmental laws:-  

 The environment (Protection) act, 1986. 

 The environment (protection) rules, 1986. 

 The objective of hazardous waste (Management and handling) rules, 1989. 

 The manufacture, storage and import hazardous rules, 1989. 

 The manufacture, use, export, import and storage of hazardous micro-organisms/ genetically engineered 

organisms or cells rules, 1989. 

 The public liability insurance act, 1991 and Rules and amendment, 1992. 

 The national environmental tribunal act, 1995. 

 The national environment appellate authority act, 1997. 

 The biomedical waste (Management and handling) rules, 1998. 

 The environment (Sitting for industrial projects) rules, 1999. 

 The municipal solid waste (Management and handling) rules, 2000. 

 The ozone depleting substances (Regulation and control) rules, 2000. 

 The batteries (Management and handling) rules, 2001. 

 The noise pollution (Regulation and control) (Amendment) rules, 2002. 

 E-waste (Management and handling) rules, 2011. 
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6.1. ENVIRONMENTAL LAWS RELATING TO FOREST AND WILDLIFE: 

 The Indian forest act, 1927 and its amendment, 1991. 

 The wildlife protection act, 1972 and amendment 1991. 

 The forest (Conservation) act, 1980 and rules, 1981. 

6.2. ENVIRONMENTAL LAWS RELATING TO WATER: 

 The Easement act, 1882. 

 The Indian fisheries act, 1897. 

 The river boards act, 1956. 

 The merchant shipping act, 1970. 

 The water (Prevention and control of pollution) act, 1974. 

 The water (Prevention and control of pollution) cess act, 1977. 

 The water (Prevention and control of pollution) cess rules, 1978. 

 The coastal regulation zone notification, 1991. 

 

6.3. ENVIRONMENTAL LAWS RELATING TO AIR: 

 The factories act, 1948 and Amendment in 1987. 

 The air (Prevention and control of pollution) act, 1981. 

 The air (Prevention and control of pollution) rules, 1982. 

 The atomic energy act, 1982. 

 The air (Prevention and control of pollution) amendment act, 1987. 

 The motor vehicles act, 1988. 

             (Data Source: MoEF website, TERI reports, Centre for environmental law) 

 

6.4. BENEFITS OF GREEN ACCOUNTING: 

 Green accounting helps to improve environmental performance and reduces pollution. 

 It will help to control costs and promote sustainable development. 

 It promotes technological advancements, greener processes and product development. 

 Green accounting would allow government to decisions to protect ecosystem. 

 It promotes balanced economic development. 

 

6.5. GREEN ACCOUNTING PRACTICES IN INDIA: 

Green accounting is at its initial stage in India. The first public announcement regarding green accounting was 

made in the year 1991 immediately after implementation of new economic policy. The Ministry of Environment and 

forests has proposed that ‘Every company should be in its board of directors report disclose briefly about the steps 

taken or proposed to be taken towards prevention of pollution, pollution control measures, adoption of pollution free 

modern technologies, minimization of waste, recycling and utilisation of wastages, investment on environment 

protection, conservation of water and scarce resources’ and issued various instructions to prepare environment 

statements and submit to pollution control boards. It is mandatory in the country that they have to get an 

environmental clearance from both central and state government departments. To improve the corporate social 

responsibility (CSR) activities in 2011, The Ministry of Corporate Affairs released national co-operative 

recommendations for national company voluntary guidelines (NVG’s). In 2011 SEBI mandates the listed companies 

to report on environmental, social and governance (ESG) initiatives undertaken by them in accordance with NVG’s. 

The company act 2013 stressed on CSR, which makes it mandatory for certain category of profitable companies to 

spend money on social welfare activities. The companies with a net worth of over Rs.500 crores or a turnover of 

Rs.1000 crores are compulsory to adopt a CSR policy. 

However, the expected green accounting practices are so far from reality. A very few companies in India are 

discloses accurate information about environmental issue. Even though there is awareness about green accounting, 

companies provide inadequate and incomplete information in their annual reports. In India green accounting practices 

has not been socially accepted by society and companies feels that it’s a extra burden on the profits instead of being a 

beneficial to the society. 

 

6.8. CHALLENGES OF IMPLEMENTATION OF GREEN ACCOUNTING IN INDIA:-  

 There are no accounting standards for green accounting. 

 Green accounting is not a compulsory except few industries in India. 

 There are no standard methods of estimating the social value of environmental goods and services. 
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 Green accounting involves inapplicable assumptions on valuation of costs and benefits. 

 Green accounting lacks of economic value and industry data. 

 Green accounting is great in theoretically but very poor in practically. 

 It is a long term process; therefore drawing conclusions is not easy. 

 

7. CONCLUSION: 

Protection of environment for future is very important. As the words of Mahatma Gandhiji, “Earth provides 

enough to satisfy every man’s needs, but not every man’s greed”. People are to be made aware about the environment 

protection and development in a sustainable manner so as to ensure that the future generation enjoys the seeds laid by 

the past.  

Green accounting is still in development stage in India and it is not compulsory except few industries. 

Although some of the Indian companies are voluntarily adopting green accounting practices to meet the requirements 

of CSR. There are no clear policies, practices and standards for protecting the environment. Green accounting is one 

of the best method for sustainable development of the country, a well defined environmental policy as well as proper 

accounting procedures and proper follow up is must required. It is hoped that definitely one day in future green 

accounting will become a practice and a reality for all companies with greater awareness of the subject. 
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