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Abstract :

This paper investigates the influence of green accounting on corporate financial performance across key sectors
including manufacturing, energy, agriculture, IT, and services. With increasing environmental concerns and
regulatory pressures, firms are integrating environmental costs into their financial decision-making. This study
applies a mixed-methods approach, including financial ratio analysis and qualitative case insights, to assess
sector-specific outcomes. The findings reveal that while short-term financial burdens may occur, green
accounting significantly contributes to long-term profitability, brand value, and sustainability—particularly in
environmentally sensitive industries.
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I. Introduction

As environmental sustainability becomes an imperative, businesses are increasingly required to align
their financial goals with environmental responsibilities. Green accounting, also known as environmental
accounting, offers a framework for identifying, quantifying, and integrating environmental costs into conventional
accounting systems. This paper explores the effect of green accounting practices on corporate financial
performance, with a focus on sector-wise analysis in the Indian context.

The purpose of this study is to bridge the gap between ecological responsibility and financial decision-
making, using comparative data across sectors that differ in environmental impact. By doing so, the paper sheds
light on whether environmentally responsible behavior translates into financial gains or burdens.

1I. Literature Review

2.1 Conceptual Framework of Green Accounting

Green accounting involves tracking and reporting environmental expenditures, environmental liabilities, and
ecological performance metrics. It aligns with frameworks like the Global Reporting Initiative (GRI), ISO 14001,
and Integrated Reporting.

2.2 Theoretical Foundations

The paper draws on stakeholder theory, which posits that meeting the expectations of various stakeholders—
including environmental ones—can enhance firm performance. Legitimacy theory also suggests that green
accounting helps companies maintain societal approval.

2.3 Prior Empirical Studies

Studies in Western economies have found mixed results. Some confirm that green practices lead to cost savings
(via efficiency), enhanced reputation, and competitive advantage. In India, research is emerging, with evidence
suggesting that green reporting positively affects firm valuation and market perception, especially in polluting
industries.
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III. Methodology

3.1 Research Design

The study employs a mixed-method approach:

¢ Quantitative Analysis: Examines secondary financial data of 50 listed companies from NSE/BSE across five
sectors over five years (2018-2023).

e Qualitative Case Studies: In-depth review of environmental disclosures from sustainability reports.

3.2 Sectoral Coverage

e Manufacturing: High environmental footprint, increasing regulatory compliance.
e Energy: Focus on transition to renewable and emission accounting.

e Agriculture: Resource-intensive, with a shift toward sustainable practices.

e IT: Lower direct impact, but increasing adoption of green infrastructure.

e Services: Emphasis on green buildings, e-waste, and carbon neutrality.

3.3 Variables Used

e Independent Variable: Green accounting adoption (measured by environmental disclosure index).

e Dependent Variables: Return on Assets (ROA), Return on Equity (ROE), Net Profit Margin (NPM), and
Market Capitalization.

e Control Variables: Firm size, capital structure, R&D investment.

Iv. Results and Analysis

4.1 Quantitative Findings

SECTOR AVERAGE ROA | AVERAGE ROE | NPM TREND REMARKS
INCREASE INCREASE

Manufacturing 5.6% 4.8% Stable Positive correlation

Energy 6.2% 6.9% Rising Linked to carbon trading

Agriculture 3.1% 2.9% Slight dip i)‘sgth initial adaptation

IT 1.8% 1.5% Stable Moderate gains

Services 2.5% 3.2% Stable Reputation-driven

benefits

4.2 Qualitative Insights

o Case: Tata Power (Energy): Integrated ESG disclosures led to increased investor confidence.

e Case: Infosys (IT): Green building investments reduced long-term operational costs.

e Case: ITC (Agri-Manufacturing): Water and waste management systems enhanced brand equity.

V.  Discussion

Green accounting is not merely a compliance mechanism but a strategic tool for long-term value creation.
Sectors with high environmental exposure such as energy and manufacturing show the most significant
performance gains. While IT and services sectors report marginal financial effects, the reputational and
stakeholder benefits are substantial.

The initial costs of implementation (e.g., upgrading to green tech, training, auditing) may affect short-
term margins, particularly for smaller firms. However, these are often outweighed by long-term efficiency gains,
risk mitigation, and investor interest.

VI Conclusion
This paper concludes that green accounting positively impacts corporate financial performance, with the
strength of the relationship varying across sectors. It calls for greater regulatory support, standardization of
reporting, and capacity-building to ensure that firms—especially in developing economies—can fully harness the
financial and environmental benefits of sustainable practices.

VII. Recommendations
For Policymakers: Mandate sector-specific sustainability disclosures.
For Corporates: Integrate green accounting into strategic planning.
For Investors: Consider environmental disclosures in risk assessment models.
For Researchers: Explore longitudinal impacts and cross-national comparisons.
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