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Abstract 

With environmental costs sued in decision making processes, environmental accounting is gradually 

pervading the strategic tool for enhancing sustainable development. But, it has its implementation hampered 

by one legal wrangling after the other. These hurdles are examined in this research work particularly 

concerning legal gaps and voids; poor implementation systems; and global synergy. The paper also presents 

empirical evidence on the trends of and the impacts arising from environmental accounting standards which 

are useful for offering suggestions as to how the gaps in they can be filled so that there can be standard 

implementation. 
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Introduction 

Environmental accounting is a way of extending-standard financial cost accounting by introducing cost of 

environmental impact, thereby offering a snapshot of an organization’s environment cost and its financial 

performance. Although this approach has enormous potential when it comes to encouraging industries to 

undertake sustainable practices, its application is limited by weak and uneven legal systems across the world. 

The business utilizes environmental resources, incurs costs, and affects the environment. It is essential for a 

business entity to be ecologically accountable and to support economic decision-making. A firm's alteration 

in product processes reflects changes in the environment. 

It is crucial for countries that are developing such as India to establish incentives and prizes for exemplary 

environmental reporting. Stakeholders anticipate that commercial organizations will comply with 

environmental standards. Companies must implement a system for environmental management to facilitate 

this objective. The Indian industry requires accounting techniques that are both prudent and inventive. It is 

essential to cultivate future accountants capable of quantifying environmental harm. India faces the task and 

responsibility of recognizing the significance of including environmental accounting within the curriculum. 

Businesses should address social and environmental liabilities. Environmental accounting serves as a vital 

instrument to present environmental issues clearly to senior management, furnish essential data for the 

decision-making processes of environmental and financial managers, and showcase the company's 

environmental commitment to its stakeholders. Revealing environmental concerns in financial statements 

improves product perception, leading to increased sales and profitability. This, in turn, promotes the 
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productivity of production factors, providing an edge over competitors as consumers may favor 

environmentally friendly goods and services. The success of a firm is contingent upon its environmental 

performance. 

Environmental accounting in India is in its nascent phase. Environmental disclosures are conducted 

periodically following the recent economic reforms. Following the implementation of the new economic 

policy, initiatives for environmental conservation have been initiated across the country. In 2011, the 

Securities & Exchange Board of India mandated that listed companies report on their environmental, social, 

and governance (ESG) activities related to their social, environmental, and economic responsibilities. 

The Companies Act 2013 mandates corporate social responsibility. It stipulates that enterprises must provide 

information in addition to their general condition of affairs and financial performance concerning energy 

conservation and environmental preservation. 

Environmental accounting is hindered by certain limitations, such as the absence of economic valuation and 

the lack of a standardized approach for assessing the social value of commodities and services from an 

environmental standpoint. Environmental accounting lacks an established accounting standard. 

Environmental accounting is legally mandated for certain companies in India. In this paper, an attempt is 

made to identify number of legal issues which were encountered by the organizations while implementing 

the environmental accounting standards and pertaining specifically to the trends and development observed 

during the period of 2010 to 2019. 

The Legal & Regulatory Framework for Environmental Protection in Indian Industries 

The Ministry of Environment and Forests, Government of India (GOI), has implemented many regulatory 

and non-regulatory measures to safeguard the environment and promote economic development. In 1991, the 

Government of India emphasized the necessity of environmental disclosure in yearly reports. The Institute of 

Chartered Accountants of India (ICAI) has promulgated standards for accounting and reporting, mandating 

adherence to the Companies Act for the compilation of yearly reports (Chatterjee 2008). Companies attribute 

significant importance to the advantages of environmental reporting (Pramanik et al. 2007). Environmental 

disclosure is more complex than it appears; it is really an organizational issue (Parker 1997). Credibility in 

reporting ought to be founded on the examination of the material within annual reports. Nasir Zameer 

Qureshi et al. (2012) examined environmental reporting and accounting as an essential element for 

formulating corporate strategy and generating performance reports. The creation of reports and guidelines for 

regulatory purposes is essential, as stated by Malarvizhi & Yadav (2008). India's national accounts and green 

economic growth must account for the depletion of natural resources and the future costs of pollution (IUCN 

Green Accounting Initiative & Hecht Joy E. 1997). In the economic ecosystem, environmental accounting can 

significantly contribute to economic development (Banerjee 2001). 

Reports should stress current performance on sustainability. The economic, environmental, and social impact 

of an organization can alter stakeholders' perspectives (Smith 2014). The Union Ministry of Environment in 

India facilitates coordination across ministries & states for environmental protection and anti-pollution 

initiatives. The recent Companies Act 2013 emphasizes the importance of green projects and several 

legislations related to environmental preservation in the country. This represents not only a current trend but 

also an escalation of judicial activism in the enforcement of environmental legislation. The quantity of public 
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legal cases indicative of environmental growth has risen. The regulations pertaining to environmental 

protection, both directly and indirectly, are presented in Table 1. 

 

 

Table 1: Laws Pertaining to Environmental Protection 

Directly Related to Environmental Protection Indirectly Related to Environmental 

Protection 

1. Water (Prevention and Control of 

Pollution) Act, 1974 

1. Constitutional provisions (Article 51A) 

2. Water (Prevention and Control of 

Pollution) Cess Act, 1977 

2. The Factories Act, 1948 

3. Air (Prevention and Control of Pollution) 

Act, 1981 

3. Hazardous Waste (Management and 

Handling) Rules, 1989 

4. Forest Conservation Act, 1980 4. Public Liability Insurance Act, 1991 

5. Environment (Protection) Act, 1986 5. Motor Vehicle Act, 1991 

 6. National Environment Tribunal Act, 1995 

 7. Indian Penal Code 

 8. Indian Fisheries Act, 1987 

Theoretical Framework 

Environmental Consciousness (Version IV) 

The environmental initiatives of Indian companies very substantial. India is the foremost nation in 

implementing mandatory green performance reporting & ensuring accountability for delivering a sustainable 

future to subsequent generations (Davies & Mullin 2011). 

The performance of the environment can be enhanced by elevating awareness and reducing environmentally 

linked costs to zero (Namakonzi & Inanga 2014). Murty & Kumar (2002) investigated in India that the focus 

on environmental reporting is significantly restricted. Environmental accounting pertains to the elucidation 

of environmental costs through enhanced reporting transparency. Norway was the pioneer in adopting 

environmental accounting in the early 1970s. Following the elimination of commercial licenses, 

environmental clearance has become paramount (Jasch 2003). Industries utilize natural resources for their 

production processes. This leads to environmental contamination and degradation. Environmentalism is 

proliferating swiftly on a worldwide scale. One result is the advancement of several fields that promote 

sustainable development, such as the science of sustainability (Bebbington & Larrinaga 2014). Worldwide, 

environmental conservation and anti-pollution initiatives are a significant priority (Goodland 2002). 

Malik and Mittal (2015) proposed that organizations should identify the discrepancy between standard & 

actual environmental performance. They also stressed the environmental impact on financial performance. 

Environmental awareness has been essential to Indian industry, resulting in enhanced environmental quality 

& growth. Presently, environmental regulation fulfils certain protective functions for the environment; yet, 

firms exhibit considerable variation in their approaches to environmental concerns (D’Souza & Peretiatko 

2002). 
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Green Accounting (V2) 

The concept of "green accounting" or "environmental accounting" has been extensively studied. Green 

accounting emphasizes the green domestic product while considering environmental factors. It is a form of 

accounting that seeks to analyze environmental costs within the economic outcomes of operations. Gray 

(2006, 2010) discussed the sustainability dimension of accounting, which must disclose accurate information 

to stakeholders. Environmental accounting encompasses social, economic, & environmental dimensions (Ball 

2005, Hackston 1996). Researchers have performed studies to assess the financial and sustainability effects on 

financial management (Schaltegger & Wagner 2006, Lamberton 2005, Taplin et al. 2006). The primary focus 

of many research efforts has been to provide an overview of this burgeoning field. In theory, environmental 

concern is seldom, and economic performance is determined through accounting for environmental 

management (Christ & Burritt 2013). Indian corporations are anticipated to disclose their environmental 

performance. Nevertheless, developing nations must prioritize the condition of the environment in their 

accounting (Thompson & Zakaria 2004, Ahmed & Sulaiman 2004, Nafez & Kamal 2000). Pahuja (2009) 

concluded that organizations with superior environmental performance disclose greater environmental 

information in their annual reports than those with inferior performance. Implementing environmentally 

sustainable practices and assessing them through accounting and reporting should be integral of an 

organization's strategy (Jankovic & Krivaèic 2014). 

CERES (Coalition for Environmentally Responsible Economies) (V3) 

The environmental issue is a worldwide phenomenon that adversely affects the standard of our lives. 

Initiatives are implemented at both national and international levels to diminish, prevent, and mitigate its 

effects on social, economic, and political domains. The advent of corporate environmental reporting (CER) in 

India represents a significant advancement for enhanced environmental management and overall corporate 

governance. 

The Ceres Coalition consists of over 130 institutional and socially conscious investors, as well as social and 

environmental advocacy organizations along with other public interest entities. The Ceres Coalition 

advocates for sustainability by encouraging firms, policymakers, and other market participants to integrate 

environmental and social considerations into their decision-making processes, while also galvanizing investor 

& business leadership to foster a prosperous, sustainable global economy.  

The present and future generations must prioritize sustainability (Sen 2013). The global agenda articulated by 

the International Commission on Development and the Environment aimed to foster environmental 

consciousness worldwide. Environmental issues are significantly associated with products and production 

processes (Tukker & Jansen 2006). Currently, the national government has commenced intervention to 

address environmental challenges rather than just depending on voluntary methods (Hay et al. 2004, Vogel 

2005). Kordestani et al. (2015) have succinctly outlined research domains aimed at advancing sustainability. 

Sustainability economics is subordinate to society, as suggested by Manners (2014). The notion of 

sustainability is crucial for every stakeholder who adopt and apply it in various contexts. 

GRI (Global Reporting Initiative) (V4) 

The Global Reporting Initiative (GRI) was founded in late 1997 with the objective of creating universally 

applicable rules for the preparation of enterprise-level sustainability reports. These recommendations, issued 

as an exposure draft for feedback & pilot testing, are the GRI's first significant product. The GRI is organized 
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by CERES (Coalition for Environmentally Responsible Economies) as well as involves the active engagement 

of corporations, non-governmental organizations (NGOs), consultants, accounting firms, business 

associations, universities, and various global stakeholders. The GRI aims to create a unified framework for 

corporate reporting on the interconnected dimensions of sustainability: environmental, economic, and social. 

Rush and Roy (2000) noted that companies providing environmental disclosures in the public sector exceeded 

those in the private market. The guidelines established by the GRI for sustainability reporting have become 

the most dependable and extensively utilized globally. GRI’s guidelines aid enterprises, governments, and 

other organizations in analyzing and assessing the effect of business on sustainable matters. Key components 

of the GRI standards include multi-stakeholder participation, documentation of usage and endorsement, 

governmental references, independence of operations, and shared development expenses. 

Few firms provide sufficient information concerning environmental issues. If mandated under applicable law, 

they will develop and submit any pertinent environmental information. Indian firms pursue 'green' initiatives 

to ensure environmental compliance according to the performance indicators of the GRI G1 (2000), GRI G2 

(2002), and GRI G3 (2006) guidelines, as well as to gain a competitive advantage through increased 

profitability and enhanced market share. GRI G1 refers to the Generation 1 rules of the Global Reporting 

Initiative, which were established in 2000. GRI G2 refers to the Generation 2 guidelines established by GRI in 

2002, while G3 Guidelines denote the Generation 3 standards presented in 2006. Only a limited number of 

companies have complied with GRI reporting standards. Pradhan and Bal (2002) concurred that a corporation 

must disclose information regarding its environmental policy, environmental audit report, and future 

objectives. Various governments have always endeavoured to enhance the environmental reporting processes 

for industry. 

A proficient sustainability reporting cycle, encompassing a systematic program of data collection, 

communication, and feedback, should advantage all reporting organizations, both internally and externally. 

Sustainability Reporting (V5) 

Shediac-Rizkallah & Bone (1998) characterized sustainability as an ongoing and perpetual process manifesting 

in diverse forms, however lacking emphasis on its evaluation. The imperative for long-term sustainability in 

industrial development and environmentally friendly operations is essential. A beneficial environmental 

impact is the genuine enhancement that can result in eco-friendly production processes, products, and 

services. The environment encompasses the entire ecosystem of living species and the surrounding non-living 

components. Voluntary environmental accounting and reporting has transformed the perspective of 

traditional firms about their corporate social responsibility (CSR) (Pahuja 2009). Natural Capital Accounting 

(NCA) involves the assessment and value of nature's benefits, including ecosystems, goods, and services such 

as freshwater, flood control, and forest products, to be integrated into a standardized framework aligned with 

traditional national accounts. Environmental accounting plays a significant role in this context and is 

increasingly vital in an organization's reporting function. 

Global initiatives on Environmental Impact Assessment (EIA) must extend beyond the quantification of air 

and water pollution to ultimately enhance the quality of life in the future. Environmentally friendly 

programs and practices, including the conservation of energy sources that are not renewable, 

reclamation, greening and rehabilitation, afforestation, topsoil management, noise abatement, vibration 
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analysis, and general aesthetic enhancement, have led to increased efficiency and enhanced environmental 

performance. 

Methodology  

The research relies on primary data obtained from several sources. The researchers performed a 

comprehensive literature study by examining publications from Emerald, Ebsco, Scopus, Jstor, Thomson 

Reuters, and Google Scholar. This study employs a systematic literature review (SLR) as recommended by 

Tranfield in 2003. This methodology has enabled the researchers to comprehend the essential dimensions 

extracted from the systematic literature review (SLR). The isometric modeling technique (ISM), introduced 

by Warfield in 1973, is employed to comprehend the interrelationships among the numerous variables. This 

model undergoes additional examination through MIC MAC analysis. The synthesis of the review found 

research gaps, revealing that minimal work has been conducted about the issues impacting the legislative 

framework of environmental accountancy in Indian enterprises. The research will endeavor to bridge the 

evident academic gap. Some important data sources are yearly reports of the United Nations Environment 

Programme (UNEP), of the International Federation of Accountants (IFAC), and various national 

environmental agencies. The use of both qualitative and quantitative research methods guarantees that the 

study gives a very rich and comprehensive revelation of the subject. 

 
Fig. 1: Model on the factors influencing legal framework of environmental accounting in Indian 

industries 

Key Legal Challenges   

1. Lack of Uniform Standards 

The qualifications practiced in environmental reporting exhibit inconsistency due to lack of generally 

acceptable standards of environmental accounting. Industries offer good steps through rules such as the 

Global Reporting Initiative Management and Reporting and the Standard International Organisation for 

Standardization 14001 guidelines frequent vary during implementation due to their lack of legal requirements. 

This in turn leads to differences in implementation in organizations and countries, which decreases 

comparison and efficiency.   
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2. Weak Enforcement Mechanisms  

It is seen that existing Environmental accounting standards lack sufficient enforcement because of accrual 

regulatory power and manifest insufficient punitive action. For example, a survey conducted by UNEP in 

2015 noted that less than 30 percent of countries had mechanisms that could ensure compliance with 

environmental reporting standards rendering them ineffective and non-credible.   

3. Social incompatibility to Current Laws   

Indeed, in many jurisdictions there are legal systems that do not correspond to the principles of 

environmental accounting. For instance, currently, the tax laws of many countries cause poor treatment of 

environmental costs as some of them do not allow such cost to be treated as a deducible expense. This 

misalignment deters organizations from adopting environmental accounting since it increases organizational 

costs most of the time.   

4. Differences in Global Management   

The global implementation of environmental accounting is also an issue due to the fact that nations are not 

well coordinated. Legal, managerial and economic differences make it very challenging to achieve this 

consistency and integration. They always ensure that different standards are not established and implemented 

in the worldwide market. 

Data Analysis Description  

The findings are the globalization trends on the environmental accounting standards adoption and 

enforcement based on two tables.   

Table: 2 Environmental Accounting Standards: Adoption Rates (2010-2019) 

Year Countries with Mandatory 

Standards 

Countries with Voluntary 

Standards 

2010 15 42 

2013 22 50 

2016 30 55 

2019 38 60 

Source: UNEP (2019). Global Environmental Accounting Progress Report. 

IFAC (2019). Environmental Accounting and Reporting: Trends and Developments. 

As shown in Table 2, there has been gradual improvement in the number of companies that gave priority to 

environmental accounting standards over the last one decade. The number of countries with mandatory 

standards increased from 15 in 2010 to 38 in 2019 as countries continued to try to entrench environmental 

accounting. Proprietary standards also increased from 42 in 2010 to 60 in 2019; there is thus a wider variety 

of countries embracing such practices but without compulsory laws.   

Table 3. Effectiveness of enforcement by region for the period between 2010 and 2019 

Region Average Enforcement Score (0-10) 

North America 7.5 

Europe 8.0 
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Asia 5.2 

Africa 3.8 

South America 4.5 

Source: UNEP (2019). Environmental Governance and Enforcement: A Regional Perspective. 

WRI (2019). Strengthening Environmental Accountability: Regional Case Studies. 

Table 3 also compares enforcement mechanisms globally by the average enforcement score estimated on the 0 

to 10 scale. Europe achieved the highest mark of 8 out of 10 signifying that organizations in the region have 

sound regulatory environment and addressing compliance. North America received the score of 7.5 which 

also indicated the relatively good enforcement. Still, according to the numbers, Asia (5.2), South America 

(4.5), and Africa (3.8) revealed the slow enforcement, which dictated further enhancements in the regulation 

authority and its performance.   

Case Studies 

1. European Union   

The EU has further enhanced the environmental accounting through the released FAL Non-Financial 

Reporting Directive (2014). This directive compels big firms to report on their ESG performance, thus 

mainstream environmental element into corporate reporting. However, the strategies and methodologies 

developed by the MS in implementing the directive cause concerns in attaining homogeneity. That 

differentiated enforceability clearly proves the necessity of further efforts to harmonize the legislation among 

the EU members and enhance the actual implementation of the directive.   

2. India  

This paper notes that India has adopted aspects of environmental accounting by use of the Companies Act of 

2013 that requires specified disclosures under the CSR regulations. Such are environmental management 

activities, as well as everything that is connected to the environmental concerns. On this legal basis one can 

also focus on the progress that was achieved in terms of encouragement of companies’ environmental 

responsibility though the problem of the legislation enforcement is still crucial here. It is established that 

many companies either under report or do not fully comply, a situation that calls for improvement of 

monitoring mechanisms and even more punitive measures. 

Recommendations  

Harmonization of Standards   

Hence, there is the need for universal norms in the environmental accounting system. Global organizations 

such as IFAC and UNEP should come up with standard and global set of guidelines for the improvement of 

practices. International bodies like the International Federation of Accountants (IFAC) and the United 

Nations Environment Programme (UNEP) should collaborate to create comprehensive and universally 

applicable guidelines. This harmonization will make it easier to compare reporting practices cross countries 

and make everyone accountable at the international level.   

Policies with more forceful mechanisms of their enforcement 

Any efforts needed to enforce the environmental accounting standards are important to the successes of the 

policy. Regulatory authorities should be making decisions and be blessed with more oversight powers to 
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match accompanied by large sticks to punish if the rules are not followed. Such measures will discourage 

violation and ensure that organizations are forced to practice environmental accounting hence enhancing 

overall levels of compliance.   

Application to Domestic Laws   

Environmental accounting standards can be implemented when they are synchronized to domestic laws 

including tax laws and financial reporting standards. For instance, if legal policies and tax laws allow 

environmental costs as deductible expense, organizations will consider paying those costs financially 

reasonable and feasible to implement.   

Capacity Building 

There is need to strengthen the capacity of the regulators and enterprises in order to better implement the 

measures. This entails making available special training sessions to increase presentation and implementation 

of environmental accounting standards. They will make sure that enforcement agencies as well as 

organizations are well equipped to sustain such practices for environment accountability. 

Conclusion    

Accounting for the environment is a crucial component of environmental reporting. It offers insights into the 

environment and economic welfare, together with the expenses associated with environmental pollution and 

resource degradation. The green accounting method (V2) has been recognized as an independent variable. 

GRI (Green Reporting Initiatives) (V4), the CERES organization (Coalition for Environment Responsible 

Economies) (V3), and the Sustainability Reporting Initiative (V5) are the dependent variables. The model 

lacks linking variables. Awareness of the environment (V1) is a significant variable. 

This study focused on identifying and modelling the regulatory and legal structures pertaining to 

sustainability reporting via global reporting initiatives along with environmental accounting. All detected 

factors were deemed significant. Substantial interconnections are unveiled that are occasionally not 

discernible by simple observation. The approach presented in this study can be employed to design strategies 

for sustainable reporting that are targeted, pragmatic, and efficient. Some of the legal problems affecting 

implementation of environmental accounting standards include; the inconsistent standards, poor compliance, 

and lack of synchronization of environmental laws and standards across the global market. But these are 

barriers that are not very difficult to overcome. There needs be appropriate co-ordination and cooperation 

among governments, global institutions, and the business community to solve them. This carried out through 

standardisation process enhancement, enforcement mechanism enhancement and integration of 

environmental accounting into domestic laws could lead the way to wider acceptance of environmental 

reports. That notwithstanding, environmental accounting may well be an eye opener when it comes to 

sustainable development and enhancing global environmental accountability, clearly if the above challenges 

are overcome. 
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