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Abstract

Environmental accounting has become increasingly important as organizations face
growing pressure to identify, measure, manage, and disclose the environmental
consequences of their activities. Traditional accounting systems may not adequately
capture environmental costs such as energy consumption, waste management, emissions,
resource depletion, and environmental remediation. This paper examines the relationship
between environmental accounting and corporate sustainability performance, focusing on
environmental cost measurement, resource efficiency, environmental disclosure,
managerial decision-making, and corporate sustainability outcomes. Environmental
accounting can help organizations identify environmental costs, evaluate resource use,
improve operational efficiency, and integrate environmental considerations into business
decisions. Transparent environmental reporting can also strengthen stakeholder
confidence and demonstrate corporate accountability. However, effective environmental
accounting requires reliable data, appropriate measurement methods, management
commitment, employee competence, and integration with organizational control systems.
The paper concludes that environmental accounting can contribute positively to corporate
sustainability performance when environmental information is systematically measured,
incorporated into decision-making, and communicated transparently.
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Introduction

Growing environmental concerns have changed the expectations placed on modern
organizations. Businesses are increasingly required to consider issues such as climate
change, resource consumption, waste generation, pollution, biodiversity, and
environmental compliance alongside traditional financial objectives. These developments
have increased the importance of accounting systems capable of identifying and
communicating environmental information.

Environmental accounting involves the identification, measurement, analysis, and
communication of environmental-related costs and impacts. It can include information
about energy consumption, material use, emissions, waste treatment, environmental
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liabilities, pollution-control expenditure, and environmental investments. By making
these costs more visible, environmental accounting can help managers understand the
financial implications of environmental activities.

Corporate sustainability performance reflects an organization's ability to create long-term
economic value while managing environmental and social impacts responsibly.
Environmental accounting can support this objective by linking environmental
information with financial and operational decisions. It can also improve transparency by
providing stakeholders with information about environmental performance and
management practices.

The purpose of this paper is to examine the role of environmental accounting in
improving corporate sustainability performance. The discussion focuses on five major
areas: environmental cost identification, resource efficiency and cost management,
environmental disclosure and transparency, managerial decision-making, and the
relationship between environmental accounting and long-term sustainability performance.
1. Environmental Accounting and Identification of Environmental Costs

A major contribution of environmental accounting is the identification of environmental
costs that may otherwise be hidden within general operating expenses. These costs can
include waste disposal, energy consumption, water use, pollution control, environmental
compliance, remediation, and environmental protection activities.

When environmental costs are separately identified, managers can better understand how
business processes affect both financial performance and the environment. More accurate
cost information can also prevent organizations from overlooking economically
significant environmental activities and can support more effective cost allocation.

2. Resource Efficiency and Environmental Cost Management

Environmental accounting can help organizations identify opportunities to reduce
resource consumption and environmental costs. Analysis of energy, water, materials, and
waste can reveal areas where resources are being used inefficiently. Reducing
unnecessary consumption can simultaneously lower environmental impacts and operating
costs.

Environmental management accounting is particularly relevant because it connects
physical environmental information with monetary information. Managers can use this
information to evaluate cleaner production opportunities, waste-reduction initiatives,
energy-efficiency investments, and alternative production processes. Such practices can
support both environmental improvement and economic efficiency.

3. Environmental Disclosure and Corporate Transparency

Environmental information has become increasingly relevant to investors, regulators,
customers, employees, communities, and other stakeholders. Transparent environmental
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disclosure can provide information about emissions, resource use, environmental targets,
policies, risks, and performance.

High-quality disclosure can strengthen corporate accountability when information is
accurate, balanced, comparable, and supported by reliable measurement systems.
Sustainability reporting frameworks such as the Global Reporting Initiative provide
organizations with structured approaches for communicating environmental and broader
sustainability information. Transparent reporting can also reduce information gaps
between organizations and stakeholders.

4. Environmental Accounting and Managerial Decision-Making

Environmental accounting can improve managerial decision-making by incorporating
environmental costs and benefits into investment, production, procurement, pricing, and
process decisions. Without environmental cost information, managers may underestimate
the true cost of resource-intensive or polluting activities.

For example, environmental accounting can support decisions about energy-efficient
equipment, waste-reduction technologies, environmentally preferable materials, and
production redesign. When environmental consequences are considered alongside
financial outcomes, managers can make decisions that better support long-term
organizational objectives.

5. Environmental Accounting and Corporate Sustainability Performance
Environmental accounting can contribute to sustainability performance by helping
organizations set measurable environmental objectives, monitor progress, and evaluate
the financial implications of sustainability initiatives. Companies that systematically
measure environmental performance can identify improvement opportunities and track
whether environmental strategies are producing expected results.

Research on corporate sustainability has also highlighted the relationship between
environmental and organizational performance. Eccles, [oannou, and Serafeim found that
companies with strong sustainability practices differed from low-sustainability companies
in organizational processes and performance. Environmental accounting can support such
sustainability-oriented management by providing information needed to integrate
environmental considerations into corporate strategy.

However, environmental accounting alone cannot guarantee improved sustainability
performance. Effective results require organizational commitment, appropriate
environmental management systems, employee participation, technological investment,
and strong governance. Accounting information becomes valuable when managers use it
to implement measurable improvements.

Conclusion

Environmental accounting plays an important role in helping organizations understand
and manage the financial and environmental consequences of their activities. By
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identifying environmental costs, measuring resource use, supporting environmental
disclosure, and integrating environmental information into managerial decisions,
environmental accounting can contribute to stronger corporate sustainability
performance.

The benefits of environmental accounting depend on the quality of environmental data
and the extent to which management incorporates this information into organizational
planning and control. Reliable measurement, transparent reporting, employee
competence, management commitment, and appropriate sustainability targets are
essential for achieving meaningful results.

Organizations should therefore treat environmental accounting as an integral part of
strategic and financial management rather than as a separate reporting exercise. Future
research can examine how artificial intelligence, environmental data analytics, carbon
accounting, and emerging sustainability disclosure standards are changing the
measurement and management of corporate environmental performance.
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