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In India, SBEs Plays a vital role and contribute a lot towards the development of Indian economy. Accounting 
practices of these enterprises do count a lot like the legal 
compiling with Companies Act 2013 has made mandatory. Apart from all these general accounting practices one 
more important aspect came to exist and have a lot of importance namely Green Accounting. Large
do follow Green Accounting at the same time it is also an obligation from the side of SBEs as they are also 
responsible towards the environment as they also use the resource available in the environment in this regard this 
article points out the major issues challenges, legal framework available in implementation of Green Accounting 
Practices by SBEs. 
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Introduction 

Accounting plays a crucial role in the 
success and failure of the contemporary
business era. Accounting is treated as the 
language of business, it is a systematic 
process of identifying, recording, 
classifying, summarizing, analyzing and 
interpreting the results there off. Accounting 
provides information to many organizational 
functions. It may alsoconvey
information to a variety of users including 
investors, creditors, government and general 
public etc. Accountants must present an 
organization ’s financial information in a 
clear and concise manner. 

Green accounting is one of the branch and 
practice of accounting. It is a relatively

ELK ASIA PACIFIC JOURNAL OF FINANCE AND RISK MANAGEMENT
; DOI: 10.16962/EAPJFRM/ISSN 0976-7185/2015; Volume 10 Issue 3 

 

ISSUES AND CHALLENGES OF GREEN ACCOUNTING PRACTICES OF SMALL BU
ENTERPRISES 

HEENA TABASUM 
Dept. of PG Studies and Research in Commerce 

Kuvempu University 
heenatabasum94@gmail.com 

 ABSTRACT 

SBEs Plays a vital role and contribute a lot towards the development of Indian economy. Accounting 
practices of these enterprises do count a lot like the legal framework for following the Accounting Standards and 
compiling with Companies Act 2013 has made mandatory. Apart from all these general accounting practices one 
more important aspect came to exist and have a lot of importance namely Green Accounting. Large
do follow Green Accounting at the same time it is also an obligation from the side of SBEs as they are also 
responsible towards the environment as they also use the resource available in the environment in this regard this 

out the major issues challenges, legal framework available in implementation of Green Accounting 

Green Accounting Practices, SBEs, Acts, Issues, Challenges, Accounting Standards 

Accounting plays a crucial role in the 
contemporary 

business era. Accounting is treated as the 
of business, it is a systematic 

, recording, 
classifying, summarizing, analyzing and 

esults there off. Accounting 
provides information to many organizational 

may alsoconvey this 
of users including 

investors, creditors, government and general 
public etc. Accountants must present an 

information in a 

Green accounting is one of the branch and 
relatively new  

 

field of study and practice. The concept of 
Green accounting was introduced by an 
Economist and Professor Sir Pet
Jhonwood in the year 1980
accounting incorporates the environmental 
sources and assets into enterprise’s 
accounts.It is considered an important tool 
for understanding powerfulaspects 
environment with respect to the business 
economy. It aims at accounting for the 
environment and its wellbeing and it may 
also take into account for the 
cost for calculation of income of an 
enterprise. 

Small business enterprises [SBE’s] are the 
privately owned corporations, partnerships 
or sole proprietorships that have fewer 
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employees and less annual revenue than a 
regular –sized businesses or corporation. 
Accounting may provide information to the 
owners and managers of small business 
enterprises. There is a significant negative 
impact of poor accounting practices on the 
growth and sustainability of SBE ’s. 

Review of literature 

Vanda (2018), carried out the work on 
“Green Accounting”. She mainly 
concentrates on green accounting and its 
practices and reporting system in India. She 
made analyses on the form of green 
accounting, the role played by Green 
accounting at the corporatelevel, 
application,and process of green accounting, 
the legal framework in India, International 
initiatives in the environmental arena and 
the incorporation of environmental losses 
into economic accounting in order to support 
the long term sustainable development. 

N  Anil Kumar and N Kiran Kumar made a 
study on “A study on Green and it's 
practiced in India’’. They describe the 
influencing factor of green accounting 
namely, resource management,and 
environmental impact and also 
companiesrevenue andexpenses.And they 
stated about the twin problem of India that is 
saving the environment and promoting 
economic development. They described 
green accounting and reporting stage in 
India at the corporate and national level. But 
there is an absence of data about the 
measures to be taken to solve India’s twin 
problems. 

Ligi Jolly (2014),sheds light on “Green 
accounting a way to sustainable 
development”. She stated about the decision 

makers and the right indicators to ensure the 
policies and investments, to maximize 
wellbeing for the present and future 
generations.Andan array of qualitative 
estimations, modeling and valuing non 
marketed services of environmental assets 
for future incomes, present valuation of 
future liabilities in the form of pollution 
abatement cost and healthcare cost etc. And 
blending approach of green that is collecting 
data from financial accounting and cost 
accounting to increase material efficiency, 
reducing the environmental impact and risk 
on business operations.But there is an 
absence of data about,what kind of business 
strategies is to be adopted to reduce 
environmental costs. 

Ramesh L (2013), investigates on “A study 
of environmental accounting practices in 
selected Indian companies”. In this article, 
he illustrates the essence of the mitigation of 
energy resources use, without compromising 
the quality and functions of the 
organizations rendered by the MNC’s to stay 
competitive energy conservation 
measurement under the IASB has identified 
and recognized for environmental 
accounting.A careful assessment of the 
benefits and costs of environmental damages 
is needed to identify the safe limits required 
a level of development add another step 
towards, how to share the benefits and costs 
among the current generation, proper 
arrangement of enterprises seldom tries 
tosave environment otherwise, there is no 
direct relationship between investments and 
benefits.But there is a lesser disclosure of 
suggestions for the improvement of 
quantification and improving system 
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Objectives of the study 

 To know the concept of Green 
Accounting. 

 To identify the legal framework for 
SBE’s to adopting Green accounting 
practices. 

 To locate the issues and challenges faced 
by the SBE’s in implementing Green 
accounting practices. 

 To recommend suggestions based on the 
findings of the study. 
 
Statement of the problem 

 Small and medium enterprises are not 
having the potentiality of maintaining green 
accounting concept except large enterprises. 
And the accounting body did not frame or 
made any specific standards for this concept. 
The amount of resource allocation in terms 
of manpower, money,and others by 
organization towards environmental 
initiatives needs further investigation. 

 Ignorance of recognition of many crucial 
environmental risks leads to the limited 
volume of disclosed information on 
environmental costs, assets and liabilities. In 
practical a stronger connection between 
environmental issues and financial reports 
has not been established yet. Global 
IAS’s/IFRS’s have the potential to cover all 
complex social and environmental aspects 
they still have to recognize a larger 
environmental aspect in the business 
context. In environmentalaccounting, there 
is an absence of regulation and more 
harmonized rules for creating comparable 
and environmentally directed reports.Green 
accounting must be viewed as a dynamic 
and ongoing process ratherthan aone-

timeactivity. It is a growing movement that 
has the backing not only environmentalist 
but some top companies.However, the 
absence of separate accounts and accounting 
standards regarding the environment makes 
it difficult to cash charge for environmental 
cost. 

Scope 

The present study confines to know the 
Green Accounting Practices followed by 
Small Business Enterprises [SBE’s] and to 
identify issues challenges associated with it. 

Research Methodology 
1. Sources of data 
2. The study was conducted through 
reviewing research works, articles 
andwebsites in order to build the theoretical 
framework for the study and fulfill its 
objectives. 
 
The conceptual framework of Green 
Accounting and SBE’s  
 
Green Accounting 
 
The conceptual framework of Green 
accounting covered six aspects in order to 
measure the ultimate purpose environmental 
performance of the organization. The main 
of the conceptual model is to present a novel 
view of the different activities to be 
undertaken by the enterprises to facilitate 
environmental accounting. 

Identification of Environmental reporting 
parameters 

This is the first stage in the environmental 
accounting process where organization 
identify their respective environmental 
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reporting parameters such as environmental 
policy, health safety and environment 
energy conservation, corporate 
sustainability, environmental initiatives, 
sustainability reporting,  waste management, 
water management, wind or renewable 
energy sources environmental disclosure 
practices, environmental targets, 
environmentalindicators, environmental cost 
and benefits, environmental liabilities and 
environmental assets.  
 
Defining the Environmental reporting 
parameters 
 
The second stage in Environmental 
accounting process requires the organization 
to clearly spell out the operational meaning 
of each parameter they identified and on the 
basis of which they wanted to measure the 
environmental performance in the long run. 
 
Specify the Environmental targets to be 
achieved 
 
 It is in this stage that the organization tries 
to formulate the environmental policy of the 
organization as well as the long term 
environmental policy. 
 
Developing the environmental 
performance indicators 
 
 In this stage,the organizationneeds to think 
about indicators of their environmental 
performance such as environmental policy 
framework, health, and safety standards to 
be followed, and energy conservation 
practices to be followed, waste 
managementprogrammes to be undertaken. 
 

 
Measure Environmental performance 
indicators 
 Here organization tries to measure the 
actual environmental performance in terms 
of predetermined standard performance 
indicators. The measurement may be either 
qualitative or quantitative in nature. For 
instance, indicators such as environmental 
policy framework need to be qualitatively 
measured while waste management 
programs are to be measured qualitatively. 
 
 Report the environmental performance 
results 
 
 In the last stage, organizations integrate 
their environmental performance with that 
of financial performance. So as to give the 
environmental impact on financial 
performance. So as to give the 
environmental impact on the financial 
performance of the organization. 
 
Small Business Enterprises [SBE’s] 
 
Small business enterprises emerge as a 
highly vibrant and dynamic sector of the 
Indian economy over the last five decades. It 
may involve the comparatively lower cost of 
capital and also help in the industrialization 
of rural and backward areas, thereby 
reducing regional imbalances, assuring more 
equitable distribution of national income and 
wealth. SBE ’s may also define as a business 
with limited investment, personal character 
or owner management, labor intensive and 
the local area of operations. 
The Micro, Small and Medium Enterprises 
Development [Amendment] bill, 2018 was 
introduced in the Lokasabha by the minister 
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of state for MSME’s Mr.GrirajSingh, on 
July 23, 2018, with the objective to 
encourage ease of doing business and 
making the norms classification of 
enterprises growth oriented. As per the 
proposed bill, the investment criteria for 
Small Enterprise is, where the annual 
turnover is more than Five Crores but does 
not exceed Seventy-Five Crores. 

Importance of Green Accounting in 
SBE’s 

Changes in the environment have a negative 
bearing on not just the Environment but on 
the Economy as a whole. And it is a well-
known fact that changes in the economy 
have a direct bearing on the changes in any 
business. It is also important to note that the 
Gross Domestic Product of a country can be 
affected by environmental and climatic 
change. In addition to this as people become 
more aware and conscious of Environmental 
issues, the need for sufficient and 
appropriate corporate disclosures is growing 
all the more. Therefore it is the best tool for 
the businesses to understand and manage the 
potential quid pro quo between traditional 
economic goals and environmental goals. It 
also increases the important information 
available for analyzing policy issues, 
especially when those vital pieces of 
information are often overlooked.Hence, 
green accounting is necessary for an 
understanding of “better lose the saddle than 
a horse”, enterprises designing their 
accounting system organizations without 
taking environmental costs into 
consideration should fulfill this requirement 
as soon as possible. 

 

Implementation  of Green Accounting by 
SBE’s 

 
1. The adoption of green accounting 
depicts the commitment to an enterprise or 
organization has towards the environment. It 
deals with three most important aspects, 
people,profitability and the planet and also 
more or less deals with costs and the 
advantage or benefits an environment brings 
to a business concern. 
2. An enterprise before starting green 
accounting must clearly define its 
accounting goals and environmental 
policies.  
3. Identify the stakeholders, the 
relationship that the organizations have with 
it and also the level of risk involved.  
Identify the environmental factors involved, 
their mode of measurement, and cost of 
achieving the goals. 
4. Identify resource efficiency and cost 
saving techniques by encouraging 
innovative ideas.  
5. Keep a record of how environmental 
costs decline over time with continuous 
green accounting. 
6. The change should start from within. 
Every organization should constantly 
promote new ideas and change at an internal 
level.   
7. The income statement should include 
cost and benefits attributable to ecological 
factors.  
8. An additional ecological value added 
statement should be prepared. It should 
include all operational costs related to 
environmental management, regulatory 
costs, revenue generated, cost savings, 
grants, subsidies received and similar 
factors.  
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 The balance sheet of the company should 
mention the intangible assets (capabilities 
and competencies that make up the 
organization‘s competitive advantage) and 
also the shadow liabilities and provisions. 
Most importantly, accountants must broaden 
their horizon and establish a dialogue with 
social and ecological professionals to forge a 
commonlyaccepted accounting framework 

In the U.K number of regulations have been 
passed to complement a company’s efforts 
with regard to green accounting. The 
companies Act compels Director’s to 
provide information in their annual report on 
risks, the environment they work in etc. In 
France laws and regulations affecting CSR 
have to be strictly complied with by 
enterprises. Also, French Ministry of 
sustainable development is in charge of 
publishing the environmental economic 
accounts every year. 

The legal framework  for Environmental 
Accounting in India 
 
Increasing concern with the protection of the 
Environment and taking anti-pollution 
measures have become major concern all 
over the world in the last two decades. India 
also set up the Central Ministry of the 
Environment with the object of coordinating 
among the states and the various ministries, 
the environmental protection, and anti-
pollution measures. 
1.The various laws relevant to the 
Environmental protection are as under: 
(a)Directly related to environmental 
protection: 
 Water (prevention and control of 
pollution) Act, 1974 

 Water  (Prevention and Control of 
Pollution ) Cess  Act, 1977 
 The( Air prevention  and control of 
pollution )  Act, 1981 
 The Forest( Conservation) Act ,1980 
 The Environment( Protection ) Act, 1986 

(b)  Indirectly related to the environmental 
Protecting: 

 Constitutional provision (Article 51 A) 
 The Factories Act, 1948. 
 Hazardous waste  ( management and 
handling) Rules, 1989 
 Public Liability Insurance Act, 1991. 
 Motor vehicle Act, 1991. 
 Indian Fisheries Act, 1987. 
 Merchant of shipping Act, 1958. 
 Indian Port Act. 
 Indian Penal code. 
 The National Environment Tribunal Act, 
1985. 

(c) The Central Pollution Control Board 
(CPCB) has also been set up. Wherever 
cases of violating standards of water or air 
pollution have been detected, show cause 
noticeshave been issued to industrial units 
and all such units are being kept under 
constant surveillance. 

Issues in Green Accounting 

In this regard, the major accounting issues 
are the distinction between environmental 
expenditure and normal business 
expenditure, capitalization of environmental 
expenditure vis-a-vis expensing them during 
the current accounting period, recognition of 
an environment-related contingent 
liability,and reporting of such to the external 
users. Therefore, to have uniformity in 
accounting and disclosure of environmental 
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cost some specific accounting guidelines I 
required.The most significant development 
in the environmental reporting within the 
conventional financial reporting has come 
from united nations commissions on the 
transnational corporation, an 
intergovernmental working group of experts 
on international standards of accounting and 
reporting (UN  CTC  IASR). The ninth 
season of UN CTC IASR (1991) made 
detailed recommendations as to types of 
environmental disclosure that corporations 
should undertake with an intention that each 
sovereign government should adopt these 
recommendations (Gray & Bebbington). As 
per such recommendations, the company 
should disclose the followinginformation in 
the director's reports. 

 Environmental issues are pertinent to the 
company and industry. 
 The environmental policy adopted. 
 Improvements made since adopting the 
policy. 
 Enterprise’s environmental emission 
targets and performance against these. 
 Response to government legislation. 
 Material environmental protection 
measures on capital investment and earning. 
 Material costs charged to current 
operations. 
 Material amounts capitalized in the 
periods. 
 The accounting policies for recording 
liabilities and provisions, for setting up 
Catastrophe reserves and for disclosing 
contingent liabilities. 
 Amount of liabilities, provisions, reserves 
established in the period. 
 Amount of contingent liabilities. 
 Tax effects. 

 Government grants received in the 
period. 
 
Challenges in Green Accounting 
1. Conversion expenses 
 It can be costly for a corporation to go 
environmentally initially, for e.g. the switch 
to solar power will create the need to install 
solar panels at business facilities. The cost 
reductions in energy saving and gaining by 
going environmental are not always enough 
to offset the initial upfront conversion costs. 
 
Going paperless 
 
For some companies, a common method of 
going environmental is to minimize or even 
eliminate the use of paper. This can pose 
some disadvantages, for e.g. if employees 
lose or experience the theft of laptops 
computers sensitive information that would 
normally be kept in the located paper file 
could fail into the wrong hands. If 
companies do not properly break up their 
computers files a system crash could prove 
disasters. 
 
 Customer backlash 
 
 Computers may intentionally or 
unintentionally make false claims regarding 
the environmental friendliness of their 
products, a process known as 
“environmental washing”. If consumer 
becomes assured that a company is engaged 
in environmental washing the company may 
suffer harm to its credibility. 
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Distributional impacts of environmental 
and natural resource policies 
 
 Not all the industries pollute the same 
amount; chemical and paper manufacturing 
industries, for e.g., tend to pollute more than 
others. It is difficult to accurately measure 
the pollution level of each industry in order 
to categorize and to setup a fair set of 
policies. In particular improved water 
quality might highly favor the higher income 
groups due to the fact that most 
improvements are done in urban areas. 
 

Findings of the Study 

 Green accounting facilitates an important 
tool for understanding environmental 
aspects with respect to the business 
economy. 

 The legal framework or laws which are 
binding for doing environmental accounting 
practices of a small business enterprise are 
difficult in use. 

 Adoption of Green accounting practices 
for small business enterprises may depend 
upon the entity’s wish which may follow or 
not. It is not a mandatory practice. 

 Although small business enterprises 
having less investment also there is no 
restriction to follow green accounting. But 
they are lag behind in following green 
accounting practices. 

 There are no specific standards for 
maintaining green accounting in Small 
business enterprises as compared to the 
other accounting practices. 

 

 

Suggestions 

 The SBE’s should undertake following 
Green Accounting Practices in their business 
operations on a serious note as going Green 
becomes so important aspects in these days. 

 Govt. of India should undertake some 
programs to create awareness among SBE’s 
to follow Green Accounting Practices. 

 There should be a committee which 
clearly looks after the Green Accounting 
Practices of SBE’s and provides proper 
guidelines to them. 

 Training facility should be given to the 
SBE’s regarding following Green 
Accounting on a serious note. 

 There is no special act has been passed 
related to green accounting.So the 
government of India should concentrate on 
this.  

 The government of India should make 
following Green accounting as a mandatory 
practice. 
 
Conclusion 
Green accounting is the popular term for 
environmental and natural resource 
accounting, which incorporates 
environmental assets and their source and 
sink functions into corporate accounts. A 
small business enterprise can contribute 
towards the sustainable environment by 
innovating and improving their products and 
processes.Green accounting takes into 
consideration environmental resources and 
changes in them and integrates the results 
with a system of national account so as to 
provide a valuable information base for 
formulating policy for the integrated 
sustainable development, growth and 
safeguarding the environment.   



ELK ASIA PACIFIC JOURNAL OF FINANCE AND RISK MANAGEMENT 
ISSN 2349-2325 (Online); DOI: 10.16962/EAPJFRM/ISSN 0976-7185/2015; Volume 10 Issue 3 (2019) 

 

40 
 

References 

1. Lucian Cernusca   “Green Accounting - A 
step towards improving the Environment”. 
2. Vojislav Sekerez (2017) “Environmental 
Accounting as a Cornerstone of Corporate 
Sustainability Reporting” International 
Journal of Management Science and 
Business Administration, Volume 4, Issue 1. 
3. Vanda, “Green Accounting”, volume 8 
Issue No.3 
4. Ligi Jolly (2014), “Green Accounting 
way to sustainable development”, Sai OM 
Journal of Commerce and Management, 
Volume 1, Issue 5. 
5. Uddin R, Biswas T, Ali J and Khatun MS 
(2017) “Accounting Practices of Small and 
Medium Enterprises in Rangpur, 
Bangladesh”, Journal of Business and 
Financial Affairs, ISSN 2167 -0234. 
6. Sunitha .S “Green Accounting –A new 
challenge for Accounting system and 
responsibility towards environment”. 
7. Ramesh.L (2013), “ A study of 
Environmental Accounting Practices in 
selected Indian Companies”  
8. Prin.Dr.BabasahebSangale, 
Prin.Dr.T.N.Salve, 
Dr.M.U.Mulani.”Fundamentalsof Banking”, 
9. Sri.Praveen M V, DR.K.Venugopalan, 
University of Calicut.“Basics of Banking 
and Insurance”,  
10. https://www.open.edu/openlearn/nature-
environment/environmental management -
and organization/content -section-16 
11. https://www.researchgate.net/publication
/46563597-Green- Accounting -Issues and 
Challenges. 
 

 


