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Abstract - Globally, the environment is becoming a far more criticaleconomic, social, and political issue. 
Promoting economic development and preserving the environment are two issues that the world is now 
dealing with. 

A sustainable development at this point requires thorough assessment of environmental effects on 
economic development. It has been noted that numerous efforts have been made to provide a framework 
for combining national income and environmental data to compute economic development. Additionally, 
none of these initiatives address the microeconomic component of environmental data, which is the 
relationship between a particular firm and the environment. To identify the sustainability gap at the micro 
level, an accounting of the relationship between the firm and the environment is necessary. 

The emergence of corporation level environmental accounting and its attendant issues are both 
addressed in this paper. 15 sample Indian businesses are being considered for the study while reporting 
and accounting procedures are taken into consideration. The annual reports for 15 sample firms' 2021–
2022 accounting seasons were examined for figures. These companies were picked from a list of the top 
50 corporations listed on the National Stock Exchange.The report offers a thorough overview of recent 
research on several environmental accounting aspects of a sample companies and how they relate to 
corporate sustainability. In terms of profitability, financial leverage, industry type, and the social and 
moral responsibility of environmental accounting, we found that there was a significant discrepancy. 

According to a study, environmental reporting is now included in annual reporting in India, which is 
widely accepted as a result of the increase in stakeholder environmental awareness. The bulk of Indian 
companies report annually on their environmental initiatives. Based on these fascinating findings, it was 
suggested that standard-setters should give in to the persistent pleas and suggestions made by eminent 
academics for guidelines pertaining to the formation of Financial Reporting Standards on environmental 
accounting (EA) in order to improve corporate sustainability. 

Keyword - Environmentaccounting, reporting, environmental cost, corporate.  
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INTRODUCTION 

As more nations around the world, including India, 
recognize the significance of ecological prerequisites 
for economic development, sustainable development 
is growing in popularity. Accounting is now seen as 
one of society's most crucial functions and is no longer 
just used to describe financial performance. Corporate 
sectors are increasingly making their ecological 
responsibilities for the effects of their economic 
operations on the environment clear. 

One of the biggest problems the world is currently 
dealing with is climate change.Climatological change 
is the term for variations in the planet's general climate 
over period., might be brought on by the earth's 
dynamic processes and some outside forces. This is 
responsible for a wide range of problems, including 
rising temperatures, glacial ice meltdown, soil 
depletion, land degradation, land clearing, species 
extinction, and other pollution-related issues.One of 
the main contributors to these issues is human 
interference with the natural world. The main reasons 

of this climatic shift can be attributed to the 
indiscriminate exploitation of resources and 
unjustified interference with nature in the name of 
progress. Because of this, public awareness over the 
negative environmental impact of economic 
expansion has increased over the past few decades. 

 

Figure 1: Integral connections between corporate 

environmental accounting's components and 

between corporate accounting and business 

operations 
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One of the instruments that firms can employ to solve 
these issues is corporate environmental accounting. 
Corporate environmental accounting is intended to 
include four main components: environmental 
management accounting, environmental financial 
accounting, environmental reporting, and 
environmental financial auditing. This is true even 
though the term "Environmental Accounting" is 
occasionally used at different levels and for different 
components. Fig.1 depicts the link between these 
components. 

A sustainable business can only be sustained if 
resources are managed wisely and sustainably, 
operations are conducted within legal bounds, and an 
integrated approach is taken to the effects of its 
operations on the social and physical environment. By 
doing this, the "permission to operate" will be 
maintained. 

Shell had to invest a sizable sum of money in 
community development programs in order to restore 
its "license to operate" after realizing that it had lost it 
owing to major community disruptions in its area of 
operations in Nigeria (Shah, 2004). The 
aforementioned elements supporting sustainable 
business are greatly aided by environmental 
accounting in all of its manifestations. 

However, a business must adopt all of its elements in 
an integrated manner in order to reap the full benefits 
of environmental accounting. It should become an 
essential component of how they conduct business. 
Experience indicates that integrating the necessary 
requirements into a corporation's corporate DNA at the 
outset is the best approach to guarantee that it 
completely handles the TBL agenda. According to the 
TBL concept's creator, the focus of the sustainable 
business discussion is currently changing from public 
relations to competitive advantage and corporate 
governance, and in the process, from the factory fence 
to the boardroom (Elkington, 2004) 

According to (Lee and Ball's, 2006) research, leading 
companies in the Korean chemical industry were those 
with the highest levels of top management 
commitment to environmental issues, awareness of 
the strategic importance of such issues, and best 
operational results from implementing green 
strategies. These companies were regarded as 
industry leaders not only in terms of environmental 
management but also in terms of management and 
performance generally. Clearly, such businesses 
benefited from managing these difficulties strategically 
as an essential component of their operations. 

Manufacturer of diamond tools Ernst Winter & Sohn 
made environmental preservation one of their 
corporate goals as early as 1972. In order to address a 
wide variety of environmental measures, it established 
the so-called Integrated System of Environmentalist 
Business Management (the Winter Model). Despite 
without specifically naming it, their model included a 
number of aspects of environmental accounting, 

especially in relation to environmental management 
accounting and environmental reporting. Numerous 
businesses in Germany and internationally adopted 
this effective strategy. Winter has already noted the 
financial advantages of these actions, such as direct 
cost reductions and decreased liabilities (Winter, 1988) 

The management of the firm can be helped by being 
aware of their environmental costs (and benefits) in 
order to help limit the company's exposure to future 
environmental hazards and liabilities. It is unlikely that 
companies will be able to meet future expectations of 
their clients, shareholders, and the needs of a more 
stringent regulatory environment and an 
environmentally conscious society without adequate 
and appropriate systems to identify and account for 
such costs. The "first movers" will undoubtedly 
benefit (Howes, 2004; Nehrt, 1996, 1998). 

METHODOLOGY 

Both primary and secondary data are used as the 
study's foundation. The current environmental 
accounting and reporting standards used by 
corporate organizations in India serve as the study's 
main source of data. For these statistics, the annual 
reports of 15 sample corporations' accounting 
periods 2021–2022 were studied. These companies 
were drawn from a list of the most successful 50 
corporations listed on the National Stock Market. 
The sample unit was chosen using a purposeful 
sampling technique, and enterprises present in 
industries like the electricity, cement, and 
pharmaceutical sectors—all of which are regarded 
as being quite highly polluted—were carefully 
chosen. Four of the businesses chosen as the 
sample unit are in the cement industry, three are in 
the energy sector, four are in metal and mining and 
four are in the pharmaceutical sector. 

 

Figure 2. List of 15 sample corporations 

Numerous books and periodicals have been 
reviewed as secondary sources to obtain guidance 
on environmental accounting and reporting. The 
study is broken up into three sections.  

 The first section examines the rules currently 
in place for environmental reporting and 
accounting. 

 The second section covers corporate 
accounting procedures, and  

 the final section discusses the difficulties 
that accountants confront when trying to 
develop a problem soundly. 

The state of environmental accounting today: 

Globally, the environment is increasingly becoming a 
serious economic, social, and political issue. 
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Promoting economic development and preserving the 
environment are two issues that the world is now 
dealing with. It highlights the essential necessity for 
development and environmental conservation to 
coexist in harmony. To determine the amount of 
development necessary and the tolerance limit for 
environmental degradation, a detailed analysis of the 
advantages and disadvantages of environmental 
damages is required. However, it is practically 
impossible to determine whether someone has been 
fulfilling their environmental commitments without a 
sufficient accounting framework, both at the corporate 
level (small and medium enterprises) and the level of 
the government (macroeconomic). The "United States 
Environmental Protection Agency" has stated that one 
crucial role of environmental accounting is to convey 
environmental costs to the attention of stakeholders of 
the company who may be competent and willing to find 
ways to reduce or avoid some these costs while also 
improving the ecological integrity.The application of 
environmental accounting can assist businesses and 
other stakeholders in achieving their goals of cutting 
costs and pollution, respectively. 

Reporting costs related to the environment, things like 
fines and penalties and sewage treatment 
expenditures, known as environmentalaccountancy. 
When a company changes its products and operations 
and those changes also have an impact on the 
environment, it must take such costs and benefits into 
account (Gupta and Mehra, 2002). Internalizing all 
external environmental costs is made possible through 
this process, which falls within the authority of 
accounting principles and practices. It necessitates 
proper accounting for environmental costs in decisions 
on material spending, method/ layout, budget 
prediction, and other economic decisions that include 
the future.Therefore, it is necessary to have precise 
accounting principles in order to have consistency in 
accounting and disclosure of environmental costs. The 
Intergovernmental Working Committee of Experts on 
Global Standards of Accounting and Reporting  of the 
United Nations Commission on Transnational 
Corporations has made the greatest substantial 
advancement in environmental disclosure inside the 
framework of customary accounting policies. In order 
for each sovereign country to follow these 
suggestions, the UN CTC IASR's Ninth Session (1991) 
provided specific recommendations for the kinds of 
environmental disclosure that firms should make (Gray 
& Bebbington, 2001).According to these suggestions, 
director‘s reports of companies should include the 
information below. 

 Environmental issues that are important to the 
business and sector. 

 Adoption of environmental policy. 
 Refinements made since the policy's adoption 
 Environmental emission goals for the 

company and performance in relation to those 
goals. 

 Response to legislation by the government. 
 Significant environmental protection measures 

on earnings and capital investment. 

 Materials expenses allocated to ongoing 
activities. 

 Significant sums were capitalized over the 
periods. 

The corporation should also include some additional 
information in the financial statement's notes. The 
accounting procedures for documenting liabilities and 
provisions, creating disaster reserves, and disclosing 
contingent liabilities are some examples of this 
information. 

 Total of the period's liabilities, provisions, and 
reserves. 

 The total amount of potential liabilities. 
 Effects of taxes 
 How many government grants were given at 

the time? 

UN-IASR of the United Nations Commission for 
Transnational Corporations has also released some 
guidelines for the identifying, acceptance, evaluation, 
and connectivity of negative externalities and 
obligations inside this set of financial budgeting. The 
format of the UN-IASR environmentally corporate 
accountancy principles that were approved in July 
1997 is provided below 

Acknowledging environmental costs 

 Damage-related environmental expenditures 
should be recognized right away and added 
to income. 

 Only if they meet the required standards, 
environmental costs will be capitalized. 

 Costs associated with upcoming 
infrastructure recovery must be accumulated 
&capitalized as loss is experienced. 

 Natural charges that are a component of an 
enterprise ought to be counted alongside 
that commodity.  

 Ecological costs should be expensed right 
away if they don't fit the requirements for 
recognizing assets. 

Recognizing environmental liabilities. 

 When a business must pay an 
environmental burden and cannot ignore it, a 
culpability for that cost should be 
recognized. 

 Even when there is no urgent obligation to 
remedy, environmental damage should be 
noted in the accounts' notes. 

 At the moment of damage, expenses for 
cleaning up after or getting rid of long-lived 
goods must be recognized under liabilities. 

Acknowledgement of reclaiming 

 Reclaim anticipated by a foreign entity 
shouldn't be netted out, but ought to be 
recorded separately instead.  

 Property sales that are anticipated shouldn't 
be subtracted from environmental liability. 
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Measurement:  

 When estimating liabilities, best practices 
should be followed, and where this is not 
practicable, it must be explained in the 
accounts' notes. 

 It is important to note that certain obligations 
may be estimated using net present value. 

The following information should be given individually 
by the company:  

o Its environmental cost categories. 
o Environmental expenses deducted 

from revenue. 
o Penalties and fines 
o Environmental liabilities and 

supporting information. 

These principles represent the cutting edge in terms of 
how to think about accounting and environmental 
legislation. It provides inspiration for the official 
accountancy associations to develop one ‗s 
appropriate guidelines for corporate sustainability. 

The AICPA, CICA, ACCA, ICAEW, ICAS, NIVRA, 
ICAA, and other global accounting professional and 
standard-setting groups, as well as international 
organizations appear for being actively involved in the 
domain of ecological auditing. Only some selected 
nations, including Denmark, the Netherlands, Norway, 
and Sweden, have enforced environmental 
declarations in financial reports a requirement. 
However, financial reporting benchmark bodies are 
generally reticent to address environmental matters as 
a distinct, built matter; rather, their assertions of such 
affairs as clauses, obligations, functional decline of 
fixed assets, and more progressively reflect 
recognition of and worry over the consequences of 
ecological matters.  

India's system for environmental accounting 

The Indian government has passed a variety of 
regulations that can both simultaneously and 
tangentially aid in preservation ofbiological and 
ecological resources. A provision for environmental 
clearance prior to the establishment of any industrial 
unit has also been created by the Union Ministry of 
Environment and Forest and the relevant state 
governments. However, aside from the company's 
regulations for disclosure of energy conservation and 
technology absorption in directors' reports under 
Section 217(1), there is no explicit guidance regarding 
accounting for or disclosing environmental costs and 
liabilities. In 2011, the Ministry of Corporate Affairs 
released National voluntary standards for businesses' 
monetary, social, and ecological responsibilities in 
response to recent emphasis on corporate social 
responsibility. Principle 2 of such recommendations 
states that companies should offer products and 
services that are secure and support sustainability 
throughout their life cycles. And once again, it is 
specifically stated in principle 6 that company ought to 
appreciate, safeguard, and endeavor to improve the 

surroundings.In order to comply with that, a business 
must report: 

 The proportion of recycled materials used as 
raw materials 

 The total amount of energy used by the 
corporate entity to operate 

 An explanation of how energy-saving 
procedures are used and how much energy is 
saved overall as a result. 

 The proportion of renewable energy used in 
overall energy consumption. 

 The amount of water utilized overall and the 
proportion that is recycled and reused. 

 A description of the quantity of greenhouse 
gas emissions and the efforts made to 
minimize them. 

 A statement outlining the treatment 
undertaken before to discharge and the 
location of disposal for water and effluents. 

 Information about the biodiversity 
reconstruction activities. 

There are no explicit rules regarding reporting 
format, and the sharing of the aforementioned 
information is voluntary. On the other hand, the 
Ministry of Corporate Affairs and Accounting 
Standard Board are still mum on the topic of 
environmental accounting and disclosure in 
corporate reporting. 

Environmental reporting procedures in India: 

 It is clear from a review of the annual reports of the 
sample corporations that Indian corporate 
organizations are extremely attentive to 
environmental issues. They intend to inform the 
stakeholder about their environmental care. Along 
with the necessary disclosures mandated by the 
Companies Act, all of the studied companies 
included this information within their new environ 
initiatives in yearly statements. 

However, a crucial feature is that the reporting 
location varies. Companies have included such 
information in their management evaluation and 
discussion reports, separate sustainability reports, 
directors' reports, or any combination of above. The 
distribution of environmental accounting among the 
sample companies is shown in Table 1. According to 
the survey, 6.6% of the sample organizations only 
included this information in the directors' report. 
13.3% of the sampled businesses 
submitted information only in a supplementary 
sustainability report. 

In contrast, 40% of sample firms provided relevant 
data in directors' reports as well as a stand - alone 
sustainability report, while 16.66% of the selected 
firms reported this information within directors' 
statements and managerial debate & assessment 
reports. Again, just a few businesses used to 
disclose this information in the categories mentioned 
above. According to the study, 20% of the sample 
organizations included this information in their 
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sustainability reports, management discussions, and 
directors' reports.Such inconsistencies in reporting 
formats may skew the information's usefulness since 
they promote outreach and, frequently, information 
redundancy. 

Table 1: List of environmental reporting at different 

places.(SOURCE-annual reports) 

 

RESULTS 

Accounting for the environment is a very significant 
topic. Since both economic growth and environmental 
conservation are crucial yet at odds with one another, 
it is essential to carefully weigh the advantages and 
disadvantages of environmental harms in order to 
determine how much environmental degradation is 
tolerable and what level of development is necessary. 
The issue of environmental cost, environmental 
liability, environmental assets, capitalization of such 
cost and responsibility, and reporting framework 
require a proper framework that can offer guidelines. 
Environmental expenses have an effect on both the 
reported profit in the financial statement and the cost 
of goods. 

According to a study of corporate reporting habits, 
business managers have an increasing propensity to 
reveal some information in their annual report in order 
to update shareholders and the public at large on their 
efforts. Additionally, it is evident that the majority of the 
environmental data given by the firms is discovered to 
be non-financial. Such material merely serves to 
describe the company's efforts. Such information 
blatantly lacks information on the amount of money 
spent on such efforts and their meaningful impact on 
financial output. 

Once more, a vast range of reporting styles and 
themes chosen by the corporations to report on is 
apparent. The issue of lack of comparability and 
verifiability may take on another dimension as a result. 
The consensus is that in order for such information to 
be reliable, it should be combined with financial 
accounting information. Financial evaluation of 
environmental costs and benefits is essential for 
integration. 

But, at least at the micro level, not all costs and 
benefits to the environment can be adequately 
assessed in monetary terms.Internal costs, such as 
investments made by the corporate sector to reduce 
the environmental damages through product and 
process development, can be assessed financially, but 
external costs, such as breakdown and demolition 
such as desertification, loss of biota, poor air quality, 
oil spills, traffic noise, waste generation problem, 
scarcity of scarce natural resources, i.e. destruction 
caused by over use of nonrenewable natural supplies, 
cannot. Furthermore, it can be difficult to determine 

how much environmental damage a particular 
company unit's establishment has caused.The 
reporting topics employed by the selected studied 
firms are summarized in given Table -2. 

Table 2. environmental and reporting topics 
employed by sample units. (SOURCE- annual 

reports) 

 

The corporation discloses its environmental initiative in 
addition to complying with the law due to the 
increasing stakeholder knowledge of the environment 
and the global development of environmental 
disclosures. It has been noted in such reports that 
water management and conservation is a crucial 
concern. According to the study, 73% of the sample 
companies acknowledged their water conservation 
efforts. Under this heading, they reported their 
activities on water reuse and recycling, groundwater 
replenishment through rainwater harvesting, and 
water consumption reduction. 

One of the most significant issues for business is 
energy use. The earth's energy reserves are 
depleting as a result of energy usage, and the 
ecology is also being harmed. Utilizing renewable 
energy sources and reducing energy use are the 
answers to those problems. 60% of the sample 
companies reported on their efforts to produce 
sustainable energy sources, such as biodiesel and 
wind energy. Information regarding how much of this 
power a company generates is included in only a few 
sample companies. 

This provides convincing proof of their environmental 
consciousness. The management of trash is a 
significant issue related to environmental 
degradation. Business units typically produce more 
garbage, so proper waste management is required 
to save the environment. About 66% of the 
companies reported their efforts in managingleftover 
through trash reduction, recycling, and reuse. One of 
the major causes of environmental imbalance is 
deforestation. Green coverage has been declining as 
industrial units have been built, which may be one of 
the reasons for ecological imbalances. 

Businesses have a responsibility to contribute 
financially to the creation and preservation of the 
forests. It has been discovered that 47% of the 
corporates reported making efforts to expand the 
green belt and preserve biological variety. The 
money spent on such projects is not disclosed in this 
report, though. Global warming is a significant 
concern related to environmental deterioration. Due 
to the release of greenhouse gases, there has been 
an increase in global warming.According to the 
research, 80% of the sample unit reported on its 
efforts to reduce emissions as part of its 
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environmental measures. The majority of businesses 
stated that they made an attempt to lower emission 
levels through improved manufacturing methods and 
the application of advanced technology. The present 
level and previous level of emission statistics are 
glaringly omitted from such reports; it should be 
emphasized. 

Due to this, environmental accounting cannot be fully 
incorporated within the parameters of current GAAP. 
However, by revealing the method of recognition, it is 
possible to show the internal costs and benefits of 
environmental actions adopted by a business unit and 
their significant effects on reported profit. Although 
monetary assessment is not possible in cases of 
externalities such as level emission, waste generation, 
afforestation, etc., business can still perform some 
type of quantitative assessment such as for water 
management cubic kilometers, for emission level 
intensity of specified particles in terms of ppm, land 
surface afforested, quantitative facts on expenditures 
incurred of such activities, and targets set and 
accomplished.This kind of data can improve the 
integrity and correctness of environmental information. 
However, some technicalities must be involved for this 
type of examination. On the other hand, a precise 
group of regulatory announcements is a requirement 
to have standardization of accounting data for such 
acknowledgment of inter costs and other externalities. 
Since environmental accounting and reporting are now 
optional rather than mandated, everyone has a 
tendency to highlight their strengths rather than their 
weaknesses. 

CONCLUSION 

One key tool used by corporate bodies to connect with 
the outside world is corporate reporting. The 
importance of information in making economic 
decisions has been steadily growing as corporate 
world complexity has increased. Environmental 
reporting is now incorporated into financial reporting in 
India, a reality that is also widely acknowledged as a 
result of the rise in stakeholder environmental 
awareness. The majority of Indian businesses include 
environmental initiatives in their yearly reports. This 
kind ofreporting, meanwhile, is merely descriptive; 
nothing is said regarding the monetary ramifications or 
the cost-reporting accounting principle. 

All environmental liabilities (bad) and assets (positive) 
cannot be valued in financial terms. As a result, it is 
impossible to micro-integrate all ecological data into 
the current accounting framework. The intrinsic costing 
of the surroundings to a business, which has a 
significant impact on the business' future results, can, 
however, be appropriately linked to the accounting 
data that is already available. It seems to be possible 
to implement additional quantitative assessment and 
disclaimer for externalities. Furthermore, because 
making up regulatory agencies such as the Accounting 
Standards Board, the Ministry of Corporate Affairs, 
and others lack clear guidelines. 

The National Voluntary Guidelines on Social, 
Environmental, and Economic Responsibility of 
Business 2011, a recent initiative of the Ministry of 
Corporate Affairs (MCA) of the Government of India, is 
similarly in its infancy. Thus, it may be argued that 
even if corporate reporting procedures in India have 
evolved to include environmental reporting, it is 
discovered that this information lacks the fundamental 
qualities of comparability and verifiability that 
characterize accounting information. As a result, it is 
anticipated that the government and other accounting 
regulatory organizations will take a more active part in 
the development of environmental accounting and 
reporting in the near future by making it trustworthy 
and useful for users. 
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