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ABSTRACT : 

 

Green accounting and sustainable development are closely related in the context of contemporary company 

operations, as more and more companies realize how important it is to strike a balance between environmental 

responsibility and financial performance. Green accounting is a technique for quantifying and disclosing how 

economic activity affects the environment. It tries to give a complete breakdown of the real costs and benefits 

of these efforts, with the goal of encouraging environmental factors to be taken into account when making 

decisions. Businesses and governments are encouraged to see the long-term advantages of environmental 

protection and sustainable resource management, and policies that strike a balance between ecological 

preservation and economic growth are promoted. 

 

This study looks at the connection between financial performance and the environment, with a particular 

emphasis on how green accounting promotes sustainability. The required data for this study were collected 

through secondary sources. This study examines how green accounting plays a significant role in sustainable 

development and the relation between the environmental and financial performance of a business organization. 

 
Keywords: Green Accounting, Sustainable Development, Financial Performance, Environmental Performance. 

Introduction: 

 

Green Accounting: Green accounting, also known as environmental accounting, is a type of accounting that 
focuses on the identification, measurement, and reporting of environmental costs and benefits. This accounting 

system seeks to give a thorough picture of how well a business is performing environmentally and how that 

performance affects the environment. It helps businesses use resources more efficiently and save money on 

environmental costs. Many types of green accounting are there, such as environmental management accounting, 

sustainability accounting, and environmental cost accounting. 

 

Several methodologies are used in green accounting, including: 

 

· Physical Accounting: Tracks the flow of natural resources and emissions. 

 

· Monetary Accounting: Assigns financial value to environmental assets and liabilities. 
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· Hybrid Accounting: Combines both physical and monetary approaches to provide a comprehensive 

assessment. 

 
Sustainable Development:. Meeting current requirements without sacrificing the capacity of future 

generations to meet their own needs is known as sustainable development. It is a holistic approach that balances 

economic growth, environmental protection, and social well-being. The concept gained significant prominence 

after the 1987 Brundtland Commission report, which defined it as a way to create economic and social progress 

while ensuring the planet's natural systems remain intact. Sustainable development is guided by frameworks 

such as the United Nations Sustainable Development Goals (SDGs), which consist of 17 global goals aiming 

to address critical challenges like poverty, hunger, inequality, climate change, and peace by 2030. Sustainable 

development is often broken down into three key pillars: 

 

1. Economic Sustainability: 

 

2. Environmental Sustainability: 

 
3. Social Sustainability: 

Financial Performance: A company's ability to leverage resources from its main business and produce income 
is measured subjectively by its financial performance. Additionally, the phrase is employed as a broad indicator 

of a company's overall financial health during a specified time frame. A company's trade creditors, bondholders, 

investors, employees, and management are just a few of its many stakeholders. Every organization is interested 

in following a company's financial performance. How well a business makes money and handles its assets, 

obligations, and stakeholders' and stockholders' financial interests is determined by its financial performance. 

Investors can learn about a company's overall health from its financial performance. It's an overview of its 

financial situation and the work being done by its management, offering a glimpse into what lies ahead. 

 
Economic Sustainability: 

 

 Green Investment: Percentage of GDP allocated to environmentally friendly projects. 

 Sustainable Business Practices: Adoption of corporate social responsibility (CSR) and ESG 
(Environmental, Social, Governance) principles. 

 Innovation in Green Technologies: Development and implementation of sustainable innovations. 

Social Sustainability 

 

 Employment & Inclusive Growth: Jobs created in green industries and fair labour practices. 

 Health & Education Access: Investments in sustainable healthcare and education. 

 Social Equity & Community Well-being: Efforts to reduce poverty and ensure social justice. D. 

Governance & Policy Implementation 

 Sustainability Policies & Regulations: Stringency and effectiveness of environmental policies. 

 Transparency & Reporting: Adoption of sustainability disclosure frameworks (e.g., GRI, SASB, 

TCFD). 

 Stakeholder Engagement: Collaboration with NGOs, communities, and international bodies. 

 

Review of Literature: 

 
Rakesh Kumar, Dev Raj, and Shilpi Sharma, Towards Green Accounting: An Effective Tool for Sustainable 

Development, stated that green accounting is an effective management system to enable improvement of the 

economic and environmental performance of business. 

 

Justita Dura, Application Green Accounting to Sustainable Development, improves the financial 

performance study. In Green Industry, it is stated that financial performance and green accounting are two 

aspects that investors may consider when determining whether or not to invest in a firm. 

Dr. Manjushree S, Impact of Green Accounting on Sustainable Development, The purpose of this informal 
study was to determine whether green accounting is crucial for businesses and whether it has remained balanced 
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between environmental and industrial objectives. Green accounting contributes significantly to the economy in 

order to sustainability and environmental well-being. 

 
Arfenita Cahyaningrum*a, Muhammad Indra Wardanaa, Hwihanusa, Development of Green 

Accounting for Sustainable Monitoring and Reporting in Modern Business Green accounting is more than 

just meeting legal requirements and consumer demands. For the business to create a sustainable future and 

positively influence the environment and society as a whole, this is a crucial strategic move. Through efficient 

use of green accounting, in addition to solidifying their status as sustainability leaders, businesses may generate 

long-term benefits for all of their stakeholders. 

 

Objectives of the Study: 

 
1. To study green accounting's impact on sustainable development. 

2. To study an analysis between financial performance and environmental performance by implementing 

green accounting practices. 

3. To analyze the environmental performance on sustainable development and green accounting. 

 

Sources of Data: 

 

The required data for this study were collected through secondary sources. The data is collected through the 

books, journals, magazines, the internet, etc. 

 

Relationship between environmental and financial performance: 

 

Positive Relationship 

 

1. Reduced Cost: By using eco-friendly methods such as trash minimization and energy efficiency. 

2. Boost income: By creating new goods and services that appeal to clients who care about the environment. 

3. Improve brand reputation: By showcasing a dedication to environmental sustainability, you may 

be able to attract and retain more customers. 

4. Draw in investors: Those who give environmental, social, and governance (ESG) considerations top 

priority when making investment choices. 

Negative Relationship 

 

However, some studies suggest that there may be a negative relationship between environmental 

performance and financial performance, particularly in the short term. Companies may: 

 

1. Incur additional costs: To implement environmentally friendly practices and technologies. 

 

2. Face regulatory risks: If they fail to comply with environmental regulations. 

 

3. Experience decreased profitability: If environmental costs are not offset by increased revenue or cost 

savings. 

 

Neutral Relationship 

 

Some research suggests that there may be no significant relationship between environmental 

performance and financial performance. This could be due to: 

 

1. Variability in industry and company characteristics: Different industries and companies may 

have different environmental and financial performance profiles. 

 

2. Lack of standardization in environmental reporting: Making it difficult to compare environmental 

performance across companies. 

 

The relationship between environmental performance and financial performance is complex and 

influenced by various factors. While some studies suggest a positive relationship, others indicate a 
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negative or neutral relationship. Further research is needed to fully understand this relationship and to 

identify best practices for companies seeking to prioritize both environmental sustainability and financial 

performance. 

 

Suggestions: 

 

· Establishing Standardized Guidelines: Developing global frameworks for consistency. 

 
· Incentivizing Sustainable Practices: Providing financial benefits for eco-friendly businesses. 

· Enhancing Education and Training: Raising awareness among stakeholders. 

 

· Integrating Advanced Technologies: Utilizing digital tools for accurate data collection and analysis. 

 

· Strengthening Global Collaboration: Encouraging partnerships between governments, businesses, and 

international organizations to drive sustainable accounting practices. 

 
Conclusion: This study examined the relationship between environmental and financial performance in the 

context of green accounting and sustainable development. The results of this study suggest that there is a 

positive relationship between environmental and financial performance. Companies that prioritize 

environmental sustainability tend to have better financial performance, including higher profitability, lower 

debt-to- equity ratios, and higher market value. This study contributes to the existing literature on green 

accounting and sustainable development by providing suggestions on the relationship between environmental 

and financial performance. The findings of this study have important implications for companies, stakeholders, 

and policymakers. By prioritizing environmental sustainability and adopting green accounting practices, 

companies can improve their financial performance and contribute to sustainable development. 
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