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ABSTRACT

Green reporting is an umbrella term that describes the various means by which companies
disclose information on their environmental activities. Many developing countries have implemented
policies and taken actions to implement various elements of the green growth framework discussed
above, at the national and local level, in the public and private sector. In present paper an attempt has
been made to analyze the relationship between the environmental disclosure and corporate profitability. It
can be inferred from the results that better the environmental reporting and disclosure by the company,
higher the profitability of firm.
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Introduction
“Environmental Reporting covers the preparation and provisions of information, by

management, for the use of multiple stakeholders groups (internal or external) on the environmental
status and performance of their company or organization. This information is most often provided in
separate environmental report, but it may (either as well or alternatively) be included in other forms of
reporting such as financial and social/ethical reporting (Pahuja, S., 2009). Environmental reporting is
defined by the Financial Accounting Standards Board (FASB) as "the information that is required to be
disclosed by regulatory rule or because management considers it useful to those outside the enterprise
and discloses it voluntarily." It is also defined as "the set of information items that relate to a firm's past,
current and future environmental management activities and performance" and "information about the
past, current and future financial implications resulting from a firm's environmental management
decisions or actions."( Chouhan et.al, 2014; Chouhan et.al,2013; Khan et.al, 2014)

Environmental reporting is "an umbrella term that describes the various means by which
companies disclose information on their environmental activities." It is also defined as "a process through
which companies often disclose environmental information to their stakeholders to provide evidence that
they are accountable for their activities and the resultant impact on the environment," and "a set of
information items that relate to a firm's past, current, and future environmental management activities and
performance," or as "any written passage about company's environmental issue and activity." Green
Accounting is an important tool for modern accounting system which played an important role to
understand the natural environment of the economy. Green accounting is also referred as Environmental
accounting, Natural capital Accounting, Resource accounting and integrated economic and
Environmental accounting. Green accounting calculate the cost and revenue of environment activities
and also helpful for decision making   of environment resources to economic well-being. Many developing
countries have implemented policies and taken actions to implement various elements of the green
growth framework discussed above, at the national and local level, in the public and private sector.
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Objective
The objectives of the paper are as under:

 To find out environmental disclosure score in five selected continents.
 To analyse the relationship between profitability and environmental disclosure score.
Hypothesis
H1: There is no difference in disclosure practices in five continents.
H2: There is no association between profitability and disclosure practices of companies of 5 continents.
Literature Review

Gerged, Cowton, and Beddewela (2017) presented the first comprehensive analysis of
corporate environmental disclosure in the Arab Middle East and North Africa region. Bui, B., Chapple, L.
and Truong, T. P. (2017) examined the drivers of tight budgetary control in carbon management in the
context of climate change regulation. Using the setting of New Zealand Emissions Trading
Scheme (ETS), study explored how firms manage their carbon performance using carbon-focused
budgetary control. Wegener, M. and Labelle, R. (2017) compared the value relevance of environmental
provisions as recorded under Canadian/U.S. GAAP and IFRS accounting frameworks with consideration
of the impact of voluntarily issuing stand-alone sustainability reports.

Debnath and Dhalla (2014) conducted an exploratory study with the aim of understanding and
emerging trends of environmental performance. They also want to know about the level of environmental
performance and develop eco-efficiency to connect micro to macro level. Amico, Coluccia, Fontana &
Solimene (2014) studied the factors that influence the environmental disclosures of Italian listed
companies. He also aimed to verify the effects produced by the introduction of specific legislation on
environment disclosures. Makori and Jagongo (2013) investigated that there is significant relationship
between Environmental Accounting versus Return on Capital Employed (ROCE), Net Profit Margin
(NPM), Dividend per Share (DPS) & Earning per Share (EPS). In this study data were collected from
annual reports of 14 randomly selected companies from Bombay Stock Exchange in India. The study had
both dependant and independent variables. The dependant variables were amount spent on
environmental protection and independent variables were ROCE, NPM, DPS, and EPS. These data and
variables were analyzed by using multiple regression analysis through the use of econometric model.

Stankovic and Suzana (2012) studied designing or development of Corporate Sustainability
Performance Measurement System. In this study authors analyze the current state and the contents of
the reports of relevant organization and institution in which they presented indicators used to evaluate the
performance of business sustainability. Harazain and Horvath (2011) explore their article ‘Relation
between Environmental Accounting and Pillars of sustainability’. They explain four challenges related to
sustainable development. The main aim of the study is to provide an appropriate solution for the
question- Is it true that social and integration point of view is outside o f the concept of environmental
accounting. With the help of review of literature and primary research, they conclude that the
environment accounting is not beyond the social and integration challenges of the sustainability.

Lansiluto & Jarvenpaa (2010) investigated the importance of performance management
system with the help of balanced score cards of environmental management. They discussed in their
article that the important factors and incorporate metrics can support and ensure the performance of
management system will identified and come into better environmental measures. Tagesson, Blank,
Brobergand Collin (2009) examined the extent and context of social and environmental reporting in
Swedish Listed Corporation. They study 267 Swedish Listed Companies websites for environmental
disclosures and they found a positive relationship between environmental disclosures and size and
profitability with government companies disclosing more environmental information than private
companies. The Present Paper is divided into three parts, Part I discusses Environmental Disclosure
Score{EDS} for all the continents, Part II deals with profitability of sample units and Part III  tests the
relationship between EDS & Profitability. The methodology followed to find out EDS and the profitability
variables used to find out its relationship with EDS are described in methodology.
Research Methodology
 Scope of Study

The period of study is limited to five year (2012-2016). This study has been conducted on 180
all the reports were downloaded from the website of the selected companies from the five continents
namely Asia, Africa, South America, Europe and Oceania.
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 Universe and Sample
The secondary data of the sample units reported data about their accounting practices were

taken from GRI and Companies website. A sample of 400 self declared companies with a score of 3/3.1
companies were selected for this purpose. Later on 180 company’s reports were selected who were
found disclosing the relevant data regarding the green accounting practices in their Sustainability Reports
and Annual Reports.
 Global Reporting Initiative (GRI)

GRI is an independent international organization that helps companies, governments and other
organizations to understand and communicate the impact of critical sustainability issues such as climate
change, human rights and corruption on their core business. The latest valid recognized version of the
GRI is SIX Exchange Regulation. The GRI has presented a Standard disclosure which is commonly
adopted by various companies across the world. The Global Reporting Initiative (known as GRI) is an
international independent standards organization that helps businesses, governments and other
organizations understand and communicate their impacts on issues such as climate change, human
rights and corruption. Founded in 1997, GRI is a non-profit organization with its Secretariat in
Amsterdam, the Netherlands. GRI produces one of the world's most widely used standards for
sustainability reporting; also known as ecological footprint reporting, environmental social governance
(ESG) reporting, triple bottom line (TBL) reporting, and corporate social responsibility (CSR) reporting.
 Environmental Disclosure Score

To analyse non-monetary disclosure practices the scoring is divided into two categories from 0-
5 depending upon the disclosure of data shown for the number of years i.e., if the company has disclosed
the data for all five years, a score of 5 has been given, if it is for four years, score of 4 is given and so on.

For non monetary disclosure, assuming that monetary disclosure is more important than non
monetary disclosure, for monetary disclosure of environmental cost and saving for sample units the
scores of 5 to 9 are in increasing order for disclosure of the financial data for 1 year and above, which
mean that a score of 5 is given for monetary disclosure of cost and saving if the data shown is only for
one year, score of 6 for data shown for two year and so on.  The total environmental score has been
awarded out of 60 marks.
 Profitability Variables

For this study EBIT, EAT, EPS, Market capitalization was used to find out relationship between
EDS & Profitability.
 Analysis of Data

The data for the current study is analysed by using Pearson’s correlation amongst the
disclosure scores of the various continents with the help of SPSS-19 software.
 Tools for the Study

The tool used for gathering of the data is detailed study of the sustainable/annual report of the
company for the selected period of the study.
Results
H1: There is no difference in disclosure practices in five continents.

The total EDS score of the various continents are together calculate for identifying better
practices. The total and average scores are given in following table:

Table 1: Environmental Disclosure Ranking
Continent Companies Score Mean Rank

Asia 28 935 33.39 I
Europe 28 907 32.39 II
North America 56 1595 28.48 III
Oceania 11 236 21.45 IV
Africa 57 1068 18.73 V
Average 180 4741 26.33
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Figure 1: Ranking of continents based on disclosure scores
The above table revealed that the EDS score of the Asian companies are better than other

continents as it is provided I rank, followed by Europe with closely related score and II rank. The other
continents rank are lower and for Africa and Oceania is below the average of the other continents.
Relationship between EDS and Profitability

Following hypothesis is formulated to test the relation between environment disclosure and
profitability.

Hypothesis 2: There is no association between profitability and disclosure practices of
companies of 5 continents.

To analyze the relationship between the environmental disclosure and company profitability, bi-
variate correlation has been employed. The Pearson correlation coefficient, r, can take a range of values
from +1 to -1. A value of 0 indicates that there is no association between the two variables. A value
greater than 0 indicates a positive association; that is, as the value of one variable increases, so does the
value of the other variable. A value less than 0 indicates a negative association; that is, as the value of
one variable increases, the value of the other variable decreases. Company profitability has been
measured from different factors like EBIT, EAT, Market Capitalization and EPS. Following section
describe the continent wise description of the relation between environmental disclosures and selected
company profitability. To analyze the above hypothesis the statistical method of correlation is being used.
Further the correlation is calculated between the environmental performance and the financial measures
like Earning per share (EPS), Market Capitalization (MCAP) and Earnings before interest and taxes
(EBIT). To analyze the data with the environmental performance the data with the huge figures were
converted into normal data by using the logarithm method. This can be valuable both for making patterns
in the data more interpretable and for helping to meet the assumptions of inferential statistics. The results
of the pearson correlation is shown below:
 Africa

Table 2: Co-Relation Table- Africa
(N=57)

Correlations
EBIT EAT EPS MRC EDS

EBIT Pearson Correlation 1 .935** .366** .338* .490**

Sig. (2-tailed) .000 .005 .010 .000
EAT Pearson Correlation .935** 1 .398** .371** .466**

Sig. (2-tailed) .000 .002 .004 .000
EPS Pearson Correlation .366** .398** 1 .258 -.046

Sig. (2-tailed) .005 .002 .052 .735
MRC Pearson Correlation .338* .371** .258 1 .083

Sig. (2-tailed) .010 .004 .052 .542
EDS Pearson Correlation .490** .466** -.046 .083 1

Sig. (2-tailed) .000 .000 .735 .542
**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
EPS=Earnings per share (EPS), MRC=Market Capitalization, EBIT=Earnings before interest and taxes, EAT=Earnings After Tax
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From the above table it can be concluded that there is a significant positive relation between
environmental disclosures by African companies and their profitability performance indicators. Results
confirmed a positive relation between companies EBIT (r=0.490, p<0.05) and EAT (r=0.466, p<0.05) with
Environment disclosure score. It can be inferred that higher the environmental reporting and disclosure
by the company, higher the profitability of firm. Results also indicate a favourable correlation between
EAT, MRC, EPS and EBIT of sample African companies.
 Asia

Table 3: Co-Relation Table- Asia
(N=28)

Correlations
EBIT EAT EPS MRC EDS

EBIT Pearson Correlation 1 .885** .491** .585** .576**
Sig. (2-tailed) .000 .008 .001 .017

EAT Pearson Correlation .885** 1 .453* .447* -.024
Sig. (2-tailed) .000 .016 .017 .905

EPS Pearson Correlation .491** .453* 1 .301 .007
Sig. (2-tailed) .008 .016 .120 .972

MRC Pearson Correlation .585** .447* .301 1 .005
Sig. (2-tailed) .001 .017 .120 .978

EDS Pearson Correlation .576** -.024 .007 .005 1
Sig. (2-tailed) .017 .905 .972 .978

**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
EPS=Earnings per share (EPS), MRC=Market Capitalization, EBIT=Earnings before interest and taxes, EAT=Earnings After Tax

From the above table it can be concluded that there is a significant positive relation between
environmental disclosures by Asian companies and their profitability performance indicators. Results
confirmed a positive relation between companies EBIT with Environment disclosure score (r=0.576,
p<0.05). It can be inferred that higher the environmental reporting and disclosure by the company, higher
the profitability of firm. Results also indicate a favourable correlation between EAT, EPS, MRC and EBIT
of sample Asian companies.
 Europe

Table 4: Co-Relation Table- Europe
(N=28)

Correlations
EBIT EAT EPS MRC EDS

EBIT Pearson Correlation 1 .910** .031 .320 .031
Sig. (2-tailed) .000 .874 .097 .874

EAT Pearson Correlation .910** 1 .060 .275 .005
Sig. (2-tailed) .000 .760 .157 .979

EPS Pearson Correlation .031 .060 1 .098 .182
Sig. (2-tailed) .874 .760 .620 .354

MRC Pearson Correlation .320 .275 .098 1 .534**
Sig. (2-tailed) .097 .157 .620 .022

EDS Pearson Correlation .031 .005 .182 .534** 1
Sig. (2-tailed) .874 .979 .354 .022

**. Correlation is significant at the 0.01 level (2-tailed).
EPS=Earnings per share (EPS), MRC=Market Capitalization, EBIT=Earnings before interest and taxes, EAT=Earnings After Tax

From the above table it can be concluded that there is a significant positive relation between
environmental disclosures by European companies and their profitability performance indicators. Results
confirmed a positive relation between companies market capitalization with Environment disclosure score
(r=0.534, p<0.05). It can be inferred that higher the environmental reporting and disclosure by the
company, higher the profitability of firm. Results also indicate a favourable correlation between EAT and
EBIT of sample European companies (r=0.910, p<0.05).
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 North America
Table 5: Co-Relation Table- North America

Correlations
EBIT EAT EPS MRC EDS

EBIT Pearson Correlation 1 .668** .326* .268* .329*

Sig. (2-tailed) .000 .014 .046 .013
EAT Pearson Correlation .668** 1 .180 .292* .276*

Sig. (2-tailed) .000 .184 .029 .039
EPS Pearson Correlation .326* .180 1 .050 .061

Sig. (2-tailed) .014 .184 .713 .653
MRC Pearson Correlation .268* .292* .050 1 .136

Sig. (2-tailed) .046 .029 .713 .318
EDS Pearson Correlation .329* .276* .061 .136 1

Sig. (2-tailed) .013 .039 .653 .318
**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
EPS=Earnings per share (EPS), MRC=Market Capitalization, EBIT=Earnings before interest and taxes, EAT=Earnings After Tax

From the above table it can be concluded that there is a significant positive relation between
environmental disclosures by North American companies and their profitability performance indicators.
Results confirmed a lower positive relation between companies EBIT with Environment disclosure score
(r=0.329, p<0.05). Results also confirmed a positive relation between companies EAT with Environment
disclosure score (r=0.276, p<0.05). It can be inferred that higher the environmental reporting and
disclosure by the company, higher the profitability of firm. Moreover, results also indicate a favorable
correlation between EAT and EBIT of sample North American companies (r=0.668, p<0.05).
 Oceania

Table 6: Co-Relation Table- Oceania
(N=11)

Correlations
EBIT EAT EPS MRC EDS

EBIT Pearson Correlation 1 .993** .447 .008 .556**
Sig. (2-tailed) .000 .168 .981 .031

EAT Pearson Correlation .993** 1 .366 .015 .046
Sig. (2-tailed) .000 .269 .964 .892

EPS Pearson Correlation .447 .366 1 .063 .433
Sig. (2-tailed) .168 .269 .855 .184

MRC Pearson Correlation .008 .015 .063 1 .410
Sig. (2-tailed) .981 .964 .855 .211

EDS Pearson Correlation .556** .046 .433 .410 1
Sig. (2-tailed) .031 .892 .184 .211

**. Correlation is significant at the 0.01 level (2-tailed).
EPS=Earnings per share (EPS), MRC=Market Capitalization, EBIT=Earnings before interest and taxes, EAT=Earnings After Tax

From the above table it can be concluded that there is a significant positive relation between
environmental disclosures by Oceania companies and their profitability performance indicators. Results
confirmed a positive relation between companies EBIT with Environment disclosure score (r=0.556,
p<0.05). It can be inferred that higher the environmental reporting and disclosure by the company, higher
the profitability of firm. Moreover, results also indicate a favourable correlation between EAT and EBIT of
sample Oceania companies (r=0.994, p<0.05).
Primary Data Analysis

As per the objective of the study to analyze the current practices of green accounting and
reporting practices for corporate sustainability the perception of Top managers, Financial Managers,
Financial Consultants, Finance executives, Professional including CA, CS & ICWAI were taken and to
measure the respondents perceptions regarding Environmental Disclosure and its relationship between
Profitability are as follows:
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Respondents Perceptions
On asking preference based question from the above persons on importance of the Disclosure

priority in annual reports i.e. Economic/Environment/Social. The majority of respondents choose the
combination in which this sequence of disclosure gives I priority to Environment, II to Economic and III to
Social. Disclosure as can be seen from the following table:

Table-7: Sequence of Disclosure activity Important for respondents
Rank Frequency Percent

Valid 1. Economic
2. Environmental
3. Social

31 17.3

1. Economic
2. Social
3. Environmental

53 29.6

1. Environmental
2. Social
3. Economic

31 17.3

1. Environmental
2. Economic
3. Social

57 31.8

1. Social
2. Economic
3. Environmental

7 3.9

Total 179 100.0

It is clear from the Table 7.1 that the maximum respondents (31.8%) wish to report for
Environmental reporting at top most priority followed to Economic and Social.
Most important activity to be reported in the opinion of respondents is presented as under

Table 8: most important activity for respondents
Frequency Percent

Valid Energy 10 5.6
Emissions 56 31.3
Biodiversity 19 10.6
Water 70 39.1

Effluents & Waste 24 13.4
Total 179 100.0

It is clear from the Table 5.8 that the maximum respondents (39.1%) wish to report for water
emission followed by Air Emissions (31.3%). Further question on environmental disclosure is required or
not is being called upon and respondents’ views are presented as under:

Table 9: Necessity of Environment Disclosure
Frequency Percent

Valid No 86 48.1
Yes 93 51.9

Total 179 100.0

It is clear from the Table 9 that the maximum respondents (51.9%) revealed environmental
disclosure as important activity of the company. To find out that whether the Environment Disclosure
activity has any relationship with profitability, views of respondents are presented as under:

Table 10: Respondents Opinion on Relationship between EDS & Profitability
Frequency Percent

Valid By increasing Market Share 100 55.9
By increasing Goodwill 19 10.6
By increasing Profit Margin 13 7.3
All of above 32 17.9
By increasing Earning per Share (EPS) 15 8.4

Total 179 100.0
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It is clear from the Table 10 that the maximum respondents (55.9%) revealed that the activity is
related with increasing the market share of the company.
Conclusion

The environment disclosure is an important part of the representation of the company’s
performance each year. The paper presented the total EDS score of the various continents are together
calculate for identifying better practices. The total and average EDS score of the Asian companies were
found to be better than other continents, followed by Europe with closely related score. The other
continents rank are lower and for Africa and Oceania is below the average of the other continents.

Further the research has highlighted that the relationship between the environmental disclosure
and company profitability (from different factors like EBIT, EAT, Market Capitalization and EPS) with bi-
variate correlation. It can be inferred that higher the environmental reporting and disclosure by the
company, higher the profitability of firm. Results also indicate a favourable correlation between EAT,
MRC, EPS and EBIT of sample African companies and favourable correlation between EAT, EPS, MRC
and EBIT of sample Asian, European companies. Moreover, results also indicate a favourable correlation
between EAT and EBIT of sample Oceania companies. Overall, there is a positive relation between
company profitability measures and environmental disclosures.

Primary data analysis also revealed that the respondents have exhibited a fair amount of
agreement for the environment disclosure first rather than economic and social disclosure. Further they
gave importance to the Energy Minimization (Chouhan & Verma, 2014:a; Chouhan. & Verma2014:b;
Chouhan, 2013), they revealed environmental disclosure as important activity of the company and
Environmental disclosure can be an activity is related with increasing the market share of the company. It
further reveals that the responses are in favour that there is a need of focusing the Energy Minimization
as a green accounting and reporting practice of companies.

The most significant problem of Green Accounting (GA) lies in the absence of a clear definition of
environmental costs (Khanet.al, 2012; Chandra et.al, 2012; Chandraet.al, 2012). This means it is likely
that organisations are not monitoring and reporting such costs. The increase in environmental costs is
likely to continue, which will result in the increased information needs of managers and provide the
stimulus for the agreement of a clear definition. If a generally applicable meaning of environmental costs
is established, the use of GA will probably increase with positive effects for both organisations and the
environment in which they operate. In the future it will not only be large companies which can afford to
implement GA but also small and medium-sized enterprises which have fewer available financial
resources.
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