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 Our environment is facing serious challenges. Many environmental 
challenges stem from business and entrepreneurial practices that have 
failed to address environmental sustainability throughout the entire 
manufacturing chain, from raw material acquisition to customer 
delivery. Meanwhile, in Indonesia, there is an increase in the number of 
people beginning businesses. If this tendency continues, it may 
constitute a significant threat to our environmental sustainability. 
Micro, Small and Medium Enterprises (MSMEs) have been recognised 
as one of the key drivers of economic growth in many countries. They 
are critical to the development of economies as they contribute to job 
creation, income generation, innovation, and technological 
advancement. Micro, Small and Medium Enterprises (MSMEs) have 
great potential to upgrade and contribute more to the local economy. 
Activist and MSME player, there are a number of challenges that must 
be overcome, such as the lack of consistency and commitment from 
MSME players. 
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1. INTRODUCTION 

Industrial competition in the world is getting tighter every year, making industry players will 
compete to create high-value products so that it makes it one of the advantages of the industry, but 
some industry players are only concerned with how good and high-value production without caring 
less about the environment. The environment is one of the important things to support the business 
process activities of an industry, otherwise the industry will have a negative impact on the 
environment (Rosaline et al., 2020). Industries are required to implement environmentally friendly 
companies that are in accordance with the law and are implemented with green accounting-based 
management practices which are the process of identifying, measuring, presenting and disclosing 
costs for corporate and environmental activities where these environmental costs will be applied 
when management makes business decisions and will be conveyed to stakeholders (Aniela, 2012).  

Our environment is facing serious challenges. Many environmental challenges stem from 
business and entrepreneurial practices that have failed to address environmental sustainability 
throughout the entire manufacturing chain, from raw material acquisition to customer delivery. 
Meanwhile, in Indonesia, there is an increase in the number of people beginning businesses. If this 
tendency continues, it may constitute a significant threat to our environmental sustainability. Many 
entrepreneurs do not consider energy efficiency, waste management, or even environmental welfare 
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when running their firms. This can have a severe impact on the quality of water, air, and soil, 
threatening the long-term viability of natural ecosystems (Cahyati et al., 2024). 

Barriers to green accounting practices were identified and classified into seven clusters: (1) 
organizational or managerial, (2) technological, (3) financial and economic, (4) external partnership 
and stakeholder engagement, (5) government support, (6) market and customer, and (7) knowledge 
and information barriers. Organizational or managerial impediments frequently stem from 
management's lack of commitment to green practices, as they want to run a business in a traditional 
manner and seek to minimize unforeseen risk from innovation. Furthermore, they stated that 
technological, cognitive, and information-related limitations are mostly present due to resource 
restrictions that are common in MSMEs. Unlike large corporations that can promote technological 
innovation through their research and development activities, SMEs frequently rely on easily 
available technology in the marketplace (Purwandani & Michaud, 2021).  

There is an increasing recognition that the ecology of the planet is threatened by human 
activities. This phenomenon should be taken into account that danger is all around us. One solution 
is that everyone should pay more attention to the environment. A new awareness has developed 
recently, as customers question not only the quality of products, but also how the processes during 
manufacturing have an effect on the environment. The community known as the green consumer, 
which also consists of various groups including investors and corporate lenders are also questioning 
them. On the one hand, corporate business institutions associated with environmental impacts must 
respond to this, that they have an obligation to keep their environment as it is. One way is to create a 
‘corporate environmental report’ that can help them preserve the environment and improve the 
company's economic performance as well (Chairia et al., 2022). The growth of the industrial world is 
an undeniable environmental challenge, with industrial conduct frequently ignoring environmental 
impacts such as water, soil, air pollution, and social injustice. As the industrialized world expands, 
companies' needs for environmental protection grow. Companies are concerned not just with 
management and shareholders, but also with employees, customers, and society. Accounting is 
essential for regulating the interaction between the organization and the environment (Chairia et al., 
2022).  

Government Regulation No. 47 of 2012 regulates the use of green accounting for limited 
liability corporations, which have social and environmental responsibilities when conducting natural 
resource-related activity. Green accounting can help improve how environmental performance is 
assessed. Environmental performance demonstrates how the company cares about the environment 
(Rosaline et al., 2020). In an effort to prevent environmental pollution and improve the positive 
perception of the community, these hospitals focus on financial, social, and environmental activities. 
Positive impacts of implementing green accounting include increased community loyalty, which has 
the potential to increase the company's sales and profits. of the company. Furthermore, this study 
concludes that green accounting has a positive contribution to firm value, which in turn plays a role 
in increasing business sustainability. to firm value, which ultimately plays a role in improving overall 
business sustainability. as a whole. Responsibilities towards economic, social, and environmental 
sustainability are is reflected in this approach, encompassing profit, people, and planet as the main 
focus.  

The growing need to account for the environmental and social impacts of business activities 
in corporate financial reporting demands the existence of standards. In In this context, sustainable 
accounting standards become an important instrument for companies to measure, report, and 
remedy the environmental and social impacts of their activities. The implementation of sustainable 
accounting standards can also help companies meet the demands of various stakeholders, such as 
investors, consumers, and regulators, who are increasingly paying attention to environmental and 
social issues in decision-making. environmental and social issues in their decision-making. However, 
the implementation of sustainable accounting standards can also pose challenges for companies, 
such as additional costs to account for environmental and social impacts. additional costs to account 
for environmental and social impacts, as well as difficulties in measuring impacts that cannot always 
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be measured financially. impacts that cannot always be measured financially (Rahmawaty & Fahmi, 
2024). Therefore, analysing the impact of the implementation of sustainable accounting standards on 
corporate financial reporting is very helpful for companies in understanding financial reporting is 
very helpful for companies in understanding the benefits and challenges of implementing the 
standard. challenges of implementing these standards. This analysis also plays a role in helping 
stakeholders stakeholders understand the environmental and social impacts of the company's 
business activities. 

The United Nations Environment Programme (UNEP) describes the green economy as a 
system that improves human well-being while reducing environmental hazards and ecological 
resource shortages. Green economy which centres on the idea that economic growth is the main 
driver of long-term prosperity and that human well-being can be achieved without harming the 
environment or depleting natural resources. Many countries have historically traded environmental 
protection for economic growth. However, as we know, the green economy has emerged as a creative 
way to address social injustice. ‘Green economy’ is a term used to describe economic structures and 
ideas that have the potential to drastically reduce environmental pollution while improving social 
and human well-being (Andina et al., 2024).  

Micro, Small and Medium Enterprises (MSMEs) have been recognised as one of the key 
drivers of economic growth in many countries. They are critical to the development of economies as 
they contribute to job creation, income generation, innovation, and technological advancement 
(Muhammad et al., 2019). The development of MSMEs has significant implications for economic 
growth and poverty alleviation, as it can encourage economic activities in various sectors. MSMEs 
often operate in low-income areas and employ people who may have limited opportunities for other 
types of employment (Harahap et al., 2020). One of the main challenges is limited access to finance, 
especially for those in developing countries (Riffianto & Suryani, 2016). Access to finance is critical 
for MSMEs to start and grow their businesses, as they often lack collateral and can be considered 
high-risk borrowers by banks and other financial institutions. Limited access to finance is an issue for 
women entrepreneurs and those in low-income areas, who may have limited access to capital and 
financial services. Another challenge faced by MSMEs is the lack of access to modern technology, 
which can affect their competitiveness and productivity (Supriatna et al., 2023). Many MSMEs cannot 
access or afford new technologies, which may limit their ability to innovate and compete effectively 
in the market. In addition, many MSMEs lack the necessary skills to use technology effectively or 
capitalise on new opportunities. Lack of access to modern technology is a particular problem in low-
income areas, where infrastructure and technology may be inadequate or even non-existent (Rizos et 
al., 2016). 

Micro, Small and Medium Enterprises (MSMEs) have great potential to upgrade and 
contribute more to the local economy. Activist and MSME player, there are a number of challenges 
that must be overcome, such as the lack of consistency and commitment from MSME players. With 
the right approach and strong support from the government and other related parties, he continued, 
MSMEs can step forward to compete at a higher level. Another obstacle is the limited financial 
resources that make it difficult for MSMEs to maintain consistency in their operations. Lack of 
capital hinders investment in quality raw materials or new product development, which in turn can 
disrupt production flow and long-term business growth (Razak, 2024). Regardless of their precise 
size and business sector(s), MSMEs confront a variety of challenges to implementing green practices 
into their operations, which can be slow and difficult. MSMEs frequently showed a willingness to 
participate in voluntary environmental activities as long as the process was not prohibitively 
expensive or difficult. Small and medium-sized enterprises (SMEs) sometimes struggle to take 
advantage of new opportunities due to a lack of critical skills and knowledge, even if they recognize 
the potential for increased competitiveness (Purwandani & Michaud, 2021). 

The urgency of this research stems from the fact that green accounting can help 
organizations, including MSMEs, reduce their environmental impact. This approach can improve 
environmental management efficiency by considering both environmental costs and economic 
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rewards. Practically, this research helps MSMEs understand that their business sustainability 
performance is a sort of business consistency. In this example, sustainability refers to an ongoing 
promising business process that includes growth, development, business continuity measures, and 
company development, all of which lead to a sustainable and resilient effort. Green accounting 
initiatives will positively improve MSMEs' financial and sustainability performance. This research 
contributes both conceptually and practically. Theoretically, this study contributes to the 
development of knowledge and understanding while also enriching the literature review on green 
accounting, financial performance, and sustainable performance. 

 
2. RESEARCH METHOD 

 
The research design is a literature review. A literature review study is a strategy used by academics to 
collect data or identify sources connected to this issue, which can be obtained from a variety of 
sources including journals, books, the internet, and others. The process of searching for papers in 
research journal databases and on the internet. Google Scholar was utilized to do the database search 
between 2014 and 2024. The data collection includes the keywords used in article searches, which 
include "Green Accounting Practice, Green Economic Performance, and Micro Small and Medium 
Enterprises." Searching for published journals on academic search complete, medline with fulltext, 
Proquest and Pubmed, and EBSCO using the given keywords: Green Accounting Practice, Green 
Economic Performance, and Micro Small and Medium Enterprises. Articles or journals that meet the 
inclusion and exclusion criteria are selected for further investigation (Chairia et al., 2022). 

The data collection method used in this study is documentation, which is the search for data 
about items or variables in the form of notes, books, papers or articles, journals, and so on. After all 
of the data has been collected, the author will examine it in order to reach a conclusion. The author 
use critical analysis approaches to achieve accurate and exact results when evaluating data. Critical 
analysis is a viewpoint that holds that the researcher is not a free subject in viewing the research. 
Critical analysis is often motivated by the researcher's own beliefs or values (Basthiani et al., 2024). 

The data analysis used in this research is the Miles and Huberman model, which suggests 
that data analysis activities include data reduction, data presentation and drawing conclusions. 
among others, namely data reduction, data presentation and drawing conclusions. In this study, data 
collection was obtained from theses, scientific articles, and journals that are in accordance with this 
research, to be able to find out Green accounting practices in the green economy of MSMEs, then the 
data that has been obtained is then analyzed and studied in depth, critically, and systematically 
which is then described. Then the data that has been obtained is then analyzed and studied in depth, 
critically, and systematically which is then described in a narrative (Munib & Wulandari, 2021). 
 

3. RESULTS AND DISCUSSIONS  

Green accounting has a similar concept to traditional accounting, but adds an important element, 
namely environmental factors. With this additional indicator, green accounting not only focuses on 
the financial aspects of the company, but also considers the environmental impact of its business 
activities that encourage companies to remain in an environmentally acceptable condition (Yoga & 
Sastri, 2020). Green accounting refers to an approach in accounting that considers environmental 
and sustainability aspects in the financial reporting process. This approach involves measuring, 
disclosing, and reporting the environmental costs and benefits of a business activity or project. The 
goal of green accounting is to ensure that the environmental impact of economic activities is 
accurately reflected in the company's financial information, thereby enabling more sustainable 
decision making (Çalıyurt, 2021). 

This is very important in this modern era where environmental issues are getting global 
attention. Companies can improve their environmental performance in various ways. One of the 
main ways is through cost control, where companies seek to reduce costs associated with negative 
environmental impacts. In addition, companies can also invest in environmentally friendly 
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technologies, which can reduce emissions, waste and natural resource use. These technologies 
reduce negative environmental impacts. In addition, green accounting encourages environmentally 
friendly production processes. This includes using more sustainable raw materials, reducing 
production waste, and minimising energy use.  

Company performance must consider the effectiveness and efficiency of the actions of the 
parties in the company. Company performance is the unity of financial and non-financial indicators 
that provide information on the level at which the company achieves corporate goals and results, is 
dynamic, can be explained by causal models, and is different from personal or individual 
performance. MSMEs operate in a rapidly changing environment and lack of resources, so the right 
performance measurement to be applied in MSMEs must be flexible, simple, and easy to implement. 
Then, some of the requirements for appropriate performance measurement for MSMEs must fulfil 
several aspects, namely easy to understand and use, clear and measurable, data related to 
measurement is easy to obtain, involves all stakeholders, is easy to implement, shows cause-and-
effect relationships, and can be used to measure past and future performance (Akmal, 2021). 

According to other study, using green accounting procedures increases earnings. Reducing 
insurance and capital costs can also lower total production costs, potentially increasing profits 
(Trisnawati et al., 2022). Green accounting and financial performance can help to increase the 
sustainability of MSME performance.  Furthermore, MSMEs' concern for the environment through 
green accounting can bring value to MSME enterprises in Indonesia. (Indriastuti & Mutamimah, 
2023).  

The concept of a "green economy" has received significant attention in recent years as a 
strategic path to achieve environmentally sustainable economic success. (Wartoyo & Haida, 2023). 
An economic system that prioritizes renewable energy, reduces emissions and pollution, improves 
energy and resource efficiency, and fosters green jobs and innovations. A green economy seeks to 
encourage economic growth while protecting the natural environment and ecosystems. It captures a 
broader perspective of welfare, basing economic activity on principles of environmental 
sustainability and social equality (Basthiani et al., 2024).  

Green accounting practices shows that MSMEs business actors concerned about the 
environment, as seen by the use of green technology and the promotion of environmentally friendly 
products. According to stakeholder theory, MSME players assess how green accounting initiatives 
will benefit their stakeholders. In accordance with stakeholder theory, the company is committed to 
providing stakeholders with environmental information. The goal is to provide more accurate costs 
and suit the needs of MSMEs by providing environmentally friendly products/services. This will 
encourage MSMEs to continue and grow (Indriastuti & Mutamimah, 2023). In addition, green 
accounting practices implemented by MSMEs to produce an assessment of data in the form of 
numbers about costs and impacts on the green economy. Green accounting and green economics can 
minimize environmental expenses and enhance MSMEs' environmental performance, affecting both 
human health and business success (Indriastuti & Mutamimah, 2023). 

Based on the outcomes of this study, MSMEs that include green accounting into their 
business operations can increase company performance by increasing their ability to compete with 
other MSMEs. There are various methods that MSMEs can implement green accounting practices. 
For example, from the perspective of marketing management, MSMEs should produce ecologically 
sustainable products, both in terms of raw material quality and product packaging (Pratama et al., 
2024). MSMEs can promote environmentally friendly activities by offering eco-friendly products. 
Apart from the marketing function, MSMEs can also engage in economy activities by allocating 
expenses for waste treatment and investing cash in eco-friendly enterprises.  

Additionally, MSMEs can employ environmentally friendly quality standards in the 
production process and adopt work mechanisms that might conceal harmful materials and goods in 
items created from business operations as part of operational management activities. Finally, in order 
to be able to implement green economy comprehensively and collaborate in every field or function, 
MSMEs must also have employees who are skilled in processing environmentally friendly products 
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and who exhibit behaviors that reflect a positive attitude toward the environment (Pratama et al., 
2024). 
 

4. CONCLUSION  

MSME activities generally have a positive impact positive for regional progress, but also has negative 
impacts that lead to conflicts between community with MSME owners. The issue of environmental 
degradation, air pollution, flooding, the difficulty of clean water, the large number of children's 
snacks containing synthetic dyes has awakened and encouraged people to realize the importance of 
healthy living, the need for environmentally friendly products and services.  

Green accounting is the process of identifying, measuring, presenting, and disclosing the 
costs and indirect benefits of a company's environmental and social initiatives. Green accounting will 
encourage businesses not only to focus on industry-related operations for business reasons, but also 
to conduct environmental management. One of its implementations in finance is the use of 
Environmental Accounting, commonly known as green accounting. Green Accounting is an 
accounting concept that connects or incorporates environmental costs or budgets into the company's 
operations. Green accounting can improve a company's environmental performance while also 
increasing its financial performance.  

Green accounting is the process of determining, measuring, reporting, and disclosing the 
costs and indirect benefits of a company's environmental and social activities. Green accounting will 
encourage organizations to not only focus on industry-related operations for business purposes, but 
also to practice environmental management. One of its applications in finance is the usage of 
Environmental Accounting, sometimes known as green accounting. Green Accounting is an 
accounting concept that integrates environmental expenses or budgets into a company's operations. 
Green accounting techniques can help a company enhance both its environmental and financial 
performance. 

The concept of a green economy covers a wide range and represents a new paradigm in 
economic development to replace environmental policies that in the past were often focused on 
short-term solutions. In a green economy, job creation and income generation are driven by public 
and private investment in productive activities, infrastructure and asset development that will reduce 
carbon emissions. productive activities, infrastructure and asset development that will reduce carbon 
gas (CO2) emissions and pollution, improve energy and resource use efficiency and prevent 
biodiversity loss and ecosystem degradation. In Indonesia, green economy is a new step in the 
economic field which in the process prioritizes efficiency and effectiveness efforts towards 
sustainable resource use and preserving the environment.  

The limitations of this research is to address the challenge of rational resource utilization 
and to provide measurement and approach methods. It serves as a tool for cost reduction, enhancing 
the internal perspective of any economic entity. Additionally, it offers vital information for decision-
making, facilitating optimal resource utilization and protecting against environmental threats. 
Furthermore, MSMEs are encouraged to adopt green accounting as it incurs costs aimed at 
enhancing the surrounding environment and the company itself. Government support is crucial to 
promote the implementation of green accounting practices to MSMes green economy. 

To overcome these barriers, this study recommends collaboration between government, 
academia and the MSMEs sector in providing more intensive training and technical assistance 
programs. Incentive programs such as green accounting practices assistance provided to companies 
committed to implementing environmental reporting can be an effective first step. For example, 
through awards for MSMEs that successfully integrate green accounting practices in their operations. 
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