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abstract— This research aims to investigate the concept of Green Accounting, which is an
innovative approach in the world of accounting that aims to integrate environmental and
sustainability issues into traditional accounting systems. The purpose of this study is to understand
the application of Green Accounting, its impact on company performance, and factors that affect
the level of disclosure of Green Accounting. The method used in this study is a descriptive
gualitative method with a literature study approach. The literature study approach involves a series
of steps to collect data from written sources, such as documents, journals, short stories, and other
supporting references. The data that has been collected is then interpreted to reveal the information
contained in it. The results of this study show that the implementation of Green Accounting
provides significant benefits for companies, including increased efficiency in resource use,
reduction in long-term costs, improved company reputation, and positive contribution to
environmental conservation. However, the adoption of Green Accounting is also faced with various
challenges, including a lack of standardization in environmental impact measurement and
reporting. This study provides in-depth insights into the concept and application of Green
Accounting, as well as provides a better understanding of the factors that affect the adoption and
adoption rate of Green Accounting by companies. With this understanding, companies can make
more informed and sustainable decisions in their business practices, as well as contribute to global
efforts to protect the environment and ensure sustainability for future generations.
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INTRODUCTION

Green Accounting is a new approach in the world of accounting that is evolving in
response to the growing global awareness of environmental and sustainability issues. This
concept expands the scope of traditional accounting by incorporating environmental and
social elements into the measurement and reporting of organizational performance. In
contrast to conventional accounting that only focuses on financial aspects, Green
Accounting aims to identify, measure, and report the environmental impact of an entity's
economic activity.

The implementation of Green Accounting aims to provide stakeholders with more
comprehensive information, enabling them to make more sustainable decisions and
encouraging organizations to take responsibility for the environmental impact they cause
(Sari et al., 2023). The implementation of Green Accounting brings a variety of significant
benefits, such as improved efficiency in the use of resources, reduction in long-term costs,
improved company reputation, and positive contribution to environmental conservation.
By integrating environmental aspects into accounting systems, organizations can better
manage environmental risks, optimize the use of resources, and contribute to sustainable
development more broadly.

Green Accounting covers a wide range of elements, including carbon footprint
calculations, waste management, the use of renewable energy, and biodiversity protection.
In addition, it also involves reporting on how organizations are adapting to climate change
and mitigating its negative impacts. In practice, Green Accounting requires companies to
not only record and report financial data, but also data related to greenhouse gas emissions,
water use, waste production, and other environmental impacts. This data is then used to
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create transparent and accurate sustainability reports, which can be accessed by
stakeholders including investors, consumers, governments, and the general public.

With Green Accounting, companies can assess and mitigate the negative impact of
their activities on the environment, while also finding opportunities to improve operational
efficiency. For example, by identifying sources of waste and emissions, companies can
take steps to reduce them, which are not only beneficial to the environment but can also
reduce operational costs (Wiredu et al., 2023). Additionally, by demonstrating a
commitment to sustainability practices, companies can improve their reputation in the eyes
of consumers and investors, who are increasingly concerned about environmental issues.

Green Accounting also plays an important role in helping companies meet
increasingly stringent environmental regulations, as well as in meeting the growing market
demands towards more environmentally friendly products and services. As a result,
companies that implement Green Accounting can be better positioned to compete in global
markets, attract responsible investments, and meet consumers' increasingly high
expectations for sustainability. (Renaldo et al., 2023a)

Overall, Green Accounting offers a holistic framework for managing and reporting
on the environmental impacts of economic activities, promoting transparency and
accountability, and supporting the achievement of sustainable development goals. By
adopting the principles of Green Accounting, organizations can contribute significantly to
global efforts to protect the environment and ensure sustainability for future generations.

METHODS

Researchers use qualitative descriptive type research methods with a literature
study approach. The literature study approach, also known as literature study, involves
a series of steps to gather data from written sources. This includes reading, recording,
and processing research material from various documents, journals, short stories, and
other supporting references. The data that has been collected is then interpreted to
reveal the information contained therein. Further, in the historiographical stage, the
author seeks to collect as many sources as possible, both in the form of documents and
archives.

RESULT

Green Accounting is an innovative approach that integrates environmental and
sustainability issues into traditional accounting systems. The main goal of Green
Accounting is to identify, measure, and report on the environmental impact of an entity's
economic activity. By expanding the scope of conventional accounting that focuses only on
the financial aspect, Green Accounting provides more comprehensive information to
stakeholders. This allows them to make more sustainable decisions and encourages
organizations to take responsibility for the environmental impact they cause. The
implementation of Green Accounting brings benefits such as improved efficiency in the
use of resources, reduction in long-term costs, improved company reputation, and positive
contribution to environmental conservation.

The development of Green Accounting reflects a paradigm shift in the perspective of
the role of business in society and the environment. This paradigm emphasizes that
organizational performance must include environmental and social impacts in addition to
financial aspects. In developed countries, Green Accounting has become an integral part of
corporate reporting practices, driven by strict regulation and high public awareness of
environmental issues. In contrast, in developing countries, the adoption of Green
Accounting is still in its infancy but shows a positive trend. Although environmental
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regulations are not yet as stringent as in developed countries, global market pressures and
increasing awareness among local stakeholders are prompting companies to start
integrating environmental aspects into their accounting systems. The main challenge in the
implementation of Green Accounting is the lack of standardization in environmental
impact measurement and reporting.

Green Accounting includes a variety of specific elements such as Environmental
Accounting, Social Accounting, Spatial Accounting, and Environmental Management
Accounting (AMA). Environmental Accounting focuses on measuring and reporting the
environmental impact of an organization's activities, including greenhouse gas emissions,
natural resource use, and waste management. Social Accounting incorporates social aspects
into measurement and reporting, such as working conditions and the well-being of local
communities. Spatial Accounting focuses on land use and natural resources in spatial
contexts, while AMAs integrate environmental aspects into an organization's management
decision-making and strategic planning processes. By adopting different types of Green
Accounting, companies can be more effective in managing environmental risks, improving
operational efficiency, and meeting stakeholders' demands for more transparency and
accountability in their business practices.

Financial factors and the company's ownership structure affect the disclosure rate of
Green Accounting. Companies with debt funding tend to have lower disclosure rates
because their priorities are more on financial stability and debt service obligations. In
contrast, companies with equity funding show higher levels of disclosure because equity
investors are often more concerned with the company's reputation and long-term
sustainability. The concentrated ownership structure also encourages higher disclosure, due
to strict scrutiny from major shareholders who want to ensure that the company operates
responsibly and transparently. Additionally, the size and profitability of a company play a
significant role in the disclosure of Green Accounting, with larger, more profitable
companies tending to have a greater capacity to implement these practices.

The application of Green Accounting to Micro, Small, and Medium Enterprises
(MSMEs) and Village-Owned Enterprises (BUMDes) presents unique challenges and
opportunities. MSMEs often face limitations in terms of resources, technology, and
expertise to implement more complex accounting practices. However, the adoption of
Green Accounting can improve their operational efficiency and open up access
opportunities to new markets that care about environmental issues. BUMDes, which focus
on empowering the local economy, also have great potential to integrate environmental
aspects in their operations. To improve the implementation of Green Accounting, strategies
such as the provision of training and mentoring, the development of simplified guidelines,
and support from the government in the form of incentives and financial assistance are
needed. By overcoming challenges and taking advantage of existing opportunities, MSMESs
and BUMDes can significantly contribute to environmental sustainability and inclusive
economic development.

DISCUSSION
Introduction and Definition of Green Accounting

Green Accounting is a new approach in the world of accounting that is evolving in
response to the growing global awareness of environmental and sustainability issues. This
concept expands the scope of traditional accounting by incorporating environmental and
social elements into the measurement and reporting of organizational performance. In
contrast to conventional accounting that only focuses on financial aspects, Green
Accounting aims to identify, measure, and report the environmental impact of an entity's
economic activity.
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This approach seeks to provide stakeholders with more comprehensive information,
allowing them to make more sustainable decisions and encouraging organizations to take
responsibility for the environmental impact they cause (Anisyah, 2024). The
implementation of Green Accounting brings a variety of significant benefits, such as
improved efficiency in the use of resources, reduction in long-term costs, improved
company reputation, and positive contribution to environmental conservation. By
integrating environmental aspects into accounting systems, organizations can better
manage environmental risks, optimize the use of resources, and contribute to sustainable
development more broadly.

Green Accounting covers a wide range of elements, including carbon footprint
calculations, waste management, the use of renewable energy, and biodiversity protection.
In addition, it also involves reporting on how organizations are adapting to climate change
and mitigating its negative impacts. In practice, Green Accounting requires companies to
not only record and report financial data, but also data related to greenhouse gas emissions,
water use, waste production, and other environmental impacts. This data is then used to
create transparent and accurate sustainability reports, which can be accessed by
stakeholders including investors, consumers, governments, and the general public.

With Green Accounting, companies can assess and mitigate the negative impact of
their activities on the environment, while also finding opportunities to improve operational
efficiency. For example, by identifying sources of waste and emissions, companies can
take steps to reduce them, which are not only beneficial to the environment but can also
reduce operational costs. Additionally, by demonstrating a commitment to sustainability
practices, companies can improve their reputation in the eyes of consumers and investors,
who are increasingly concerned about environmental issues.

Paradigm and Development of Green Accounting

The paradigm and development of Green Accounting reflect a fundamental shift in
the way of looking at the role of business in society and the environment, signaling a shift
away from conventional accounting towards a more inclusive and sustainable one. This
new paradigm recognizes that organizational performance can not only be measured from
the financial aspect alone, but must also include the impact it has on the environment and
society. This approach expands corporate responsibility by emphasizing the importance of
considering the ecological consequences of economic activity, while also affirming that
long-term success can only be achieved through sustainable and responsible business
practices.

The development of Green Accounting has undergone a significant evolution in
different countries, although the adoption rates vary. In developed countries, Green
Accounting has become an integral part of corporate reporting practices, fueled by strict
regulation and high public awareness of environmental issues. These regulations often
require companies to disclose information related to carbon emissions, energy use, waste
management, and natural resource conservation efforts in their annual reports. As a result,
companies in these countries are more proactive in adopting Green Accounting practices
and investing in technologies and processes that support sustainability.

Meanwhile, in developing countries, the implementation of Green Accounting is still
in its early stages but shows a positive trend. While environmental regulations may not be
as stringent as in developed countries, pressures from global markets and increasing
awareness among local stakeholders are prompting companies to start integrating
environmental aspects into their accounting systems (Wulandari et al., 2019). These
companies are beginning to realize that by adopting Green Accounting practices, they can
not only improve operational efficiency and reduce long-term costs, but they can also
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improve their competitiveness in an international market that is increasingly concerned
with sustainability issues.

However, the main challenges in the implementation of Green Accounting remain
and need to be addressed. One of the biggest challenges is the lack of standardization in
environmental impact measurement and reporting. Without uniform standards, it is difficult
for companies to measure and compare the performance of their environment consistently.
In addition, limited expertise and resources are also a significant obstacle, especially in
developing countries. Many companies face difficulties in accessing the knowledge and
technology necessary to implement Green Accounting effectively.

In addition, resistance from some parties who still consider environmental aspects as
an additional burden is also a challenge. Some companies may view investing in green
initiatives as an unnecessary expense, especially if the financial benefits are not
immediately apparent. Therefore, it is important for stakeholders to continue to promote
the long-term benefits of sustainable business practices and provide incentives for
companies that adopt Green Accounting.

Nonetheless, the global momentum towards more sustainable business practices
continues to drive the development and adoption of Green Accounting across various
sectors and geographic regions. Climate change is becoming more real and pressure from
consumers and investors to be more transparent and accountable makes Green Accounting
even more relevant. With the right support, from governments, the community, and the
international business community, Green Accounting has the potential to become a new
standard in corporate performance reporting and management, supporting global efforts in
achieving sustainable development goals and protecting the planet for future generations.
The Influence of Financial Factors and Ownership Structure on Green Accounting
Disclosure

Research shows that financial factors and ownership structure play an important role
in determining the level of Green Accounting disclosure by companies. One of the
significant financial factors is the source of funding used by the company (Sukmadilaga et
al., 2023a). Debt funding, for example, tends to have a negative correlation with the level
of Green Accounting disclosure. This means that companies with higher debt levels may
prioritize financial stability and debt servicing obligations over transparency and reporting
regarding environmental impacts. In situations like these, companies may feel pressured to
focus on the short-term financial aspects, reducing their attention to environmental
initiatives that may require additional investment.

In contrast, equity funding showed a positive correlation with Green Accounting
disclosure rates. Companies that rely more on equity investors tend to be more open in
their environmental disclosures. This is possible because equity investors are often more
concerned with a company's reputation and long-term sustainability. They encourage
companies to disclose more detailed environmental information as part of their social and
environmental responsibilities. This transparency also helps investors assess risks and
opportunities related to the company's environmental performance, which is increasingly
becoming an important factor in investment decisions. (Marpaung, 2023)

The company's ownership structure also affects the level of disclosure of Green
Accounting. Companies with more concentrated ownership structures tend to have higher
levels of disclosure. Concentrated ownership typically involves stricter oversight from
major shareholders, who may have a greater interest in ensuring that the company operates
responsibly and transparently. This more intensive oversight could encourage companies to
be more serious in reporting on environmental impacts and adopt better green accounting
practices.
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The size of the company and profitability also play an important role in the disclosure
of Green Accounting. Larger companies generally have greater resources to invest in
environmental practices and reporting. They may have dedicated teams that address
sustainability issues and environmental reporting, as well as more advanced technology to
monitor and reduce environmental impacts. Additionally, more profitable companies tend
to have greater financial capacity to invest in environmental initiatives without having to
sacrifice their financial stability. However, this relationship between size, profitability, and
level of disclosure is not always linear and may vary depending on the context of the
industry and applicable regulations.

Certain industries may face stricter regulatory pressure or higher public expectations
related to their environmental impact, which could affect the level of Green Accounting
disclosure. For example, industries with significant environmental impacts such as mining,
oil and gas, or manufacturing may be required to provide more detailed environmental
reports compared to service industries with a more minimal environmental impact.

An understanding of the financial factors and ownership structures that affect Green
Accounting disclosures is essential for developing effective policies and incentives.
Policies that support environmental transparency and sustainable business practices can
encourage more companies to adopt Green Accounting. For example, tax incentives for
companies that disclose detailed environmental information or penalties for those who fail
to meet environmental reporting standards can be effective tools. Additionally, support for
education and training in green accounting can help address the limitations of expertise and
resources that are barriers to the adoption of this practice.

Implementation of Green Accounting in MSMEs and BUMDes

The application of Green Accounting to Micro, Small, and Medium Enterprises
(MSMEs) and Village-Owned Enterprises (BUMDes) presents unique challenges as well
as significant opportunities to improve sustainability and operational efficiency. MSMEs,
which are often the backbone of the economy in many developing countries, face various
limitations in terms of resources, technology, and expertise to implement more complex
accounting practices such as Green Accounting (Sukmadilaga et al., 2023b). These
challenges include difficulties in accessing relevant training, lack of adequate tools and
technology, and limited management capacity to adopt and implement more advanced
reporting systems.

However, despite these challenges, the adoption of Green Accounting offers a
number of great opportunities for MSMEs. By applying Green Accounting principles,
MSMEs can improve their operational efficiency by better managing the use of natural
resources such as water, energy, and raw materials. For example, through waste reduction
and more efficient use of resources, MSMEs can reduce operational costs which ultimately
increases their profitability. In addition, by adopting more environmentally friendly
business practices, MSMEs can access new markets that are increasingly concerned about
environmental and sustainability issues. This not only opens up opportunities to increase
sales but also strengthens their competitive position in the market. (Chang et al., 2024)

On the other hand, BUMDes, as a business entity that focuses on local economic
empowerment and village resource management, also has great potential to implement
Green Accounting. Although it is still in its early stages, some BUMDes have begun to
integrate environmental aspects into their operations and reporting. Concrete examples can
be seen in better waste management, sustainable use of natural resources, and
environmental impact reporting of their economic activities. Thus, BUMDes can play an
important role in maintaining environmental sustainability at the local level and
encouraging responsible business practices in their communities.
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Strategies to improve the implementation of Green Accounting in MSMEs and
BUMDes include various approaches designed to overcome existing limitations and take
advantage of available opportunities. One of the main strategies is the provision of training
and mentoring specifically designed for the needs and capacities of MSMEs and BUMDes.
This training should cover the technical and practical aspects of Green Accounting, such as
how to measure and report on environmental impacts, as well as how to integrate this
information into the business decision-making process.

In addition, the development of guidelines that are simplified and in accordance with
the scale of MSME and BUMDes operations is also very important. These guidelines
should be designed to be easy to understand and apply by small business entities who may
not have in-depth accounting expertise. Clear and practical guidelines can help MSMEs
and BUMDes to effectively adopt Green Accounting without feeling burdened by
excessive complexity.

The government also plays a key role in supporting the implementation of Green
Accounting through the provision of attractive incentives for MSMEs and BUMDes. These
incentives can be in the form of tax breaks, subsidies for investment in green technologies,
or financial assistance for training and capacity building. By providing the right incentives,
the government can encourage more MSMEs and BUMDes to adopt sustainable business
practices and increase their environmental transparency.

Collaboration between academics, practitioners, and policymakers is also very
important in developing a Green Accounting model that can be widely adopted by MSMEs
and BUMDes. Academics can contribute by conducting research and development of
relevant methods, while practitioners can share experiences and best practices from the
field. Policymakers, on the other hand, can create regulatory frameworks and incentives
that support the implementation of Green Accounting. (Renaldo et al., 2023b)

Overall, the application of Green Accounting to MSMEs and BUMDes requires not
only a structured approach and comprehensive support but also active involvement from
various stakeholders. By overcoming challenges and taking advantage of existing
opportunities, MSMEs and BUMDes can contribute significantly to global efforts to
achieve environmental sustainability and inclusive economic development. Successful
implementation will not only bring benefits to the company and local communities but will
also serve as an inspirational example for other business entities on the journey towards
more responsible and sustainable business practices.

The Impact of Green Accounting on Company Performance

The implementation of Green Accounting has been proven to have a significant
impact on company performance, both from an environmental and financial perspective.
From an environmental perspective, companies that adopt Green Accounting tend to have
more efficient resource management, which includes more optimal use of water, energy,
and raw materials. This is often accompanied by better waste reduction efforts, including
more effective waste management and improved recycling practices. Additionally, the
implementation of Green Accounting allows companies to identify and reduce their
greenhouse gas emissions, which is an important step in the face of climate change. All of
these initiatives not only contribute to environmental conservation, but also often result in
long-term cost savings. For example, by reducing energy and raw material consumption,
companies can significantly lower their operating costs, ultimately improving overall
efficiency and productivity. (Deb et al., 2022)

In terms of financial performance, while there may be significant upfront costs
associated with the implementation of Green Accounting, such as investments in green
technology and employee training, numerous studies show that the implementation of these
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practices can improve a company's profitability in the long run. One of the main factors
contributing to this increase is better operational efficiency, which can reduce production
costs and increase profit margins. Additionally, companies that implement Green
Accounting can often access new markets that are more environmentally conscious.
Consumers in this market tend to choose products and services from companies that have a
good reputation for environmental responsibility, which can increase sales and market
share.

The improvement of the company's reputation is also a positive impact of the
implementation of Green Accounting. Companies that are known as pioneers in sustainable
business practices tend to attract more investors and customers who care about the
environment. Investors often see companies with good environmental performance as safer
and more sustainable investments, which can increase the company's market value (El
Serafy, 1997). Customers are also more likely to remain loyal and support companies that
demonstrate a commitment to environmental sustainability.

Furthermore, there is a reciprocal relationship between environmental and financial
performance. Companies with good financial performance tend to have more resources to
invest in sustainable environmental practices. For example, profitable companies can more
easily allocate funds for research and development of environmentally friendly
technologies or to implement more sophisticated environmental management systems
(Dhar et al., 2022). This investment can in turn improve the company's environmental
performance, which can trigger a positive cycle with more cost savings and improved
operational efficiency. Ultimately, this can further improve financial performance,
strengthen the company's competitive position, and create long-term value for
shareholders.

Overall, the implementation of Green Accounting brings various significant benefits
to the company, both in terms of environment and finance. By adopting sustainable
practices, companies can not only improve their operational performance and save costs,
but also strengthen their reputation, attract investors and customers who care about the
environment, and create long-term value for all stakeholders. Through an integrated
approach and the right support from the government and other stakeholders, companies can
overcome existing challenges and maximize the benefits of Green Accounting, creating a
more sustainable and prosperous future for businesses and society as a whole.

CONCLUSION

Green Accounting is an accounting approach that integrates environmental and social
aspects into the reporting and measurement of organizational performance, going beyond
traditional financial focus. This concept is important in dealing with global sustainability
issues, providing comprehensive information to stakeholders, and encouraging responsible
and sustainable business practices. Green Accounting helps organizations manage
environmental risks, improve resource efficiency, and meet increasingly stringent
regulatory and market demands regarding environmental transparency.

The implementation of Green Accounting brings significant benefits, including
improved operational efficiency, reduced long-term costs, and improved company
reputation. Financial factors and ownership structure influence the level of Green
Accounting disclosure, with companies that rely more on equity investors and have
concentrated holdings tend to be more transparent in environmental reporting.

The adoption of Green Accounting in MSMEs and BUMDes faces challenges in
terms of resources and technology, but it also offers great opportunities to improve
sustainability and operational efficiency. Training support, government incentives, and
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collaboration between various stakeholders are essential to overcome these barriers.

Overall, Green Accounting plays an important role in steering companies towards
more sustainable business practices, supporting global efforts in environmental
conservation, and ensuring long-term well-being for society and the planet.
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