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ABSTRACT

This study examines the revolutionary relationship between foreign policy, green accounting, and
environmental sustainability in changing business climate of India. Businesses in India are under growing
pressure to align their management practices with international ESG standards as the countries diplomatic
approach moves toward climate leadership through programs like the International Solar Alliance. In order
to improve corporate transparency and investor trust, the study assesses how green accounting functions
as an essential technological instrument for internalizing environmental externalities. This study highlights
important factors that promote sustainable commerce while addressing significant implementation
challenges such high costs for SMEs and a lack of standardized measurements. Findings suggest that
integrating environmental costs into financial frameworks is no longer optional but essential for global
competitiveness and accessing international green capital. Ultimately, the paper provides a roadmap for
Indian firms to navigate "green protectionism™ by synchronizing domestic operations with international
sustainability mandates.

Keywords: Environmental Sustainability, Green Accounting, Foreign Policy: Transforming sustainable
Practices, etc.,

1. INTRODUCTION

Business environment is currently undergoing a major transformation due to the convergence of
environmental sustainability, green accounting, and foreign policy. Indian foreign policy, which has
historically prioritized territorial security, now actively promotes sustainability as a means of fostering
global leadership and forming alliances. India is negotiating a crucial shift in which economic expansion
must coincide with international climate commitments. This study investigates the foreign policy and
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green accounting interact to influence Indian business management and commerce. Indian businesses must
incorporate environmental expenses into their financial frameworks in order to be competitive in the
global market as environmental transparency is increasingly demanded by international trade. Indian
approach to diplomacy has changed from focusing on the environment as a side issue to making it a key
component of its global outreach. India is establishing itself as a leader in climate justice and sustainable
technology transfer through programs like the G20 "Green Development Pact™ and the International Solar
Alliance (ISA). Green hydrogen cooperation with the EU and clean energy alliances with the US are now
given top priority in foreign policy. India fosters South-South collaboration, especially in Africa and
Southeast Asia, by using its experience in green infrastructure as a diplomatic bridge. The technological
tool for converting these lofty ideological pledges into quantifiable corporate practices is green
accounting. The Securities and Exchange Board of India (SEBI) has mandated Business Responsibility
and Sustainability Reporting (BRSR) for the top 1,000 listed companies, effective from FY 2023-
24. These shifts are forcing Indian businesses to move beyond traditional profit-centric models. Leading
firms like Tata Group, Infosys, and ITC have embedded carbon neutrality and water stewardship into their
core operational strategies. Advanced business management now utilizes Al and block chain to track
emissions, manage energy usage, and provide verifiable environmental reports. Adhering to global ESG
(Environmental, Social, and Governance) norms through green accounting is becoming essential for
Indian firms to access international capital and green bonds.

Despite advancements, a number of obstacles prevent widespread use. Because there isn't a single,
consistent measurement method, reporting is inconsistent. For Small and Medium Enterprises (SMES),
high implementation costs and a lack of technological know-how are major obstacles. It is still difficult
from an economic and scientific standpoint to put a monetary value on non-market services like
biodiversity. Foreign Institutional Investment (FII) is more accessible to early users of green accounting.
The high expense of gathering environmental data causes a major lag in SME industries. In trade
discussions, India's foreign policy is increasingly utilizing "sustainability” as a diplomatic leverage point..

2. REVIEW OF LITERATURE

Scholars such as Pearce and Turner (1990) defined green accounting as an approach to internalize
environmental costs in national accounts. Its relevance in gauging the sustainability of growth was
highlighted by the World Bank and UNEP. Numerous studies have looked at corporate environmental
accounting methods. In India, Dasgupta (2016) and Krishnan (2018) emphasized the need to combine
GDP with ecological indicators to evaluate "green GDP." According to Sharma and Narayan (2020),
investor trust increased when Indian companies adopted green reporting. Integrating environmental costs
into financial accounting encourages openness and is in line with India's Sustainable Development Goals
(SDGs), according to recent research by NITI Aayog (2023). However, the lack of required disclosure
frameworks, insufficient data, and a shortage of qualified experts continue to pose implementation issues.
According to recent research, "weak sustainability" results from traditional accountings frequent neglect
of environmental externalities. Recent studies emphasize that Green IT and renewable energy use are
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pivotal for operational efficiency. However, there is a gap in understanding how India’s specific Foreign
Trade Policies—such as responses to global carbon taxes—directly dictate internal corporate management
and accounting shifts.

3. SIGNIFICANCE OF THE STUDY

This study is vital for Indian policymakers and corporate leaders facing "green protectionism™ in
international markets. It provides a roadmap for integrating SEBI’s BRSR Core mandates with
international trade requirements, ensuring that Indian exports are not penalized by carbon-border taxes.

4. SCOPE OF THE STUDY

The study is a conceptual based on the descriptive in nature, mostly covers the concepts collected from
the proceedings of the international conferences and seminars related to green accounting, sustainability
of environment, and foreign policy implications on India.

5. OBJECTIVES OF THE STUDY

e To evaluate the role of Green Accounting in enhancing corporate transparency for global stakeholders
sustainability

e To analyse how India’s Foreign Policy adaptations influence sustainable domestic business
management practices.

e Toidentify the challenges in implementing standardized environmental reporting across diverse Indian
sectors.

e To focus on the sustainable business management practices adopted by Indian Companies in alignment
to Indian foreign policies

6. METHODOLOGY

This research utilizes a mixed-methods approach, Content analysis of the Indian Foreign Trade
Policy and SEBI’s BRSR framework. And purely based on the secondary data collected from online and
offline sources.

7. ANTICIPATED FINDINGS AND DISCUSSIONS

Green accounting—also known as environmental or sustainable accounting—serves as a critical
mechanism for enhancing corporate transparency by integrating environmental costs, risks, and benefits
into traditional financial reporting systems. For global stakeholders, this practice provides a more holistic
view of a company’s long-term viability beyond simple short-term profitability.

Role in Enhancing Transparency

Green Accounting makes "hidden” environmental costs—such as carbon emissions, waste disposal, and
resource depletion—visible and quantifiable in financial statements. Utilization of global frameworks like
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the Global Reporting Initiative (GRI) and the Task Force on Climate-related Financial Disclosures
(TCFD) ensures that information is comparable across borders for international investors Green
accounting mitigates the possibility of "greenwashing" by offering comprehensive data on environmental
performance that closes the knowledge gap between management and external stakeholders. Increased
stakeholder trust is directly correlated with strong environmental disclosures. ESG data is becoming more
and more important to institutional investors; businesses with strong sustainability policies can draw up
to 30% more investors. It makes it possible for stakeholders to evaluate physical risks (climate
occurrences) and transition risks (regulatory changes) that can affect a company's future market value.
The long-term cost benefits found by green accounting, such as lower energy and waste management
costs, are valued by stakeholders. ensures long-term legal and operational stability by assisting businesses
in navigating increasingly stringent international laws, such as the UN Sustainable Development Goals
(SDGs).

Evaluation of Effectiveness

Although green accounting greatly increases transparency, its efficacy is frequently impeded by a lack of
universal standardization and expensive implementation costs, especially for small and medium-sized
businesses (SMEs). Empirical data indicates that the substantive managerial skills created by green
accounting methods are closely linked to long-term investment attractiveness, even though disclosure
alone may not always instantly influence stock prices. India’s foreign policy adaptations, particularly its
shift toward multi-alignment and sustainability-cantered diplomacy, have significantly influenced
domestic business management by aligning corporate goals with global environmental and social
standards.

Integration of Global Sustainability Standards

India’s leadership in the G20 and its strong participation in the Sustainable Development Goals (SDGs) of
the UN have transformed sustainability from a side issue to a central business strategy for local companies.
Domestic regulations like SEBI's Business Responsibility and Sustainability Reporting (BRSR), which
requires the top 1,000 listed businesses to disclose ESG performance, are a result of foreign policy
commitments. India pushed domestic companies toward factual, comparable sustainability criteria during
its G20 chairmanship by promoting impact-weighted accounting and standardized ESG ratings.

Green Energy Transition and Innovation

India's "Green Diplomacy,” as shown by the Coalition for Disaster Resilient Infrastructure (CDRI) and
the International Solar Alliance (ISA), has triggered a major shift in domestic energy management.
International pledges to reach Net Zero by 2070 have impacted domestic efforts like the National Green
Hydrogen Mission and PLI programs for solar modules and advanced chemistry cells. Bilateral
agreements such as the US-India Climate and Clean Energy Agenda 2030 Partnership help Indian
companies move to more efficient, low-carbon operating models by allowing the export of green
technologies.

Supply Chain Resilience and Strategic Autonomy

Atmanirbhar Bharat (Self-Reliant India) is a response to global supply chain disruptions and geopolitical
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developments, albeit having its roots in domestic demands. India's foreign policy supports home
companies to develop domestic capabilities in vital industries like semiconductors and medicines, in
keeping with global "China Plus One" trends. Businesses embrace sustainable sourcing and logistical
techniques as a result of regional initiatives like the Act East Policy and BIMSTEC, which encourage
connection with ecological safeguards. . Digital Transformation as a Sustainability Tool

India's promotion of Digital Public Infrastructure (DPI) (such as UPI and Aadhaar) as a worldwide model
has prompted domestic businesses to embrace resource-efficient, digital-first management techniques.
Indian MSMEs are utilizing digital tools to increase supply chain transparency and financial inclusion,
which directly supports SDG-aligned business outcomes. India's varied economic landscape and differing
sectoral maturity make it difficult to implement uniform environmental reporting, mainly through the
Business Responsibility and Sustainability Reporting (BRSR) framework..

Data Quality and Infrastructure Challenges

1. "Garbage In, Garbage Out': The biggest technical challenge is the lack of consistent, high-quality
ESG data. Current data is often fragmented across multiple sources like company reports, news, and third-
party vendors.

Lack of Digital Integration: Unlike global standards using machine-readable formats (e.g., XBRL),
BRSR filings are often static, preventing real-time data analysis and automated benchmarking.
Infrastructure Deficits: Many sectors, especially manufacturing, lack the loT-enabled systems and
wastewater monitoring infrastructure needed to capture accurate environmental metrics.

2. Resource and Capacity Constraints

The high initial cost of green technology and reporting systems is frequently unaffordable for India's
millions of MSMEs.

To handle intricate environmental impact assessments and risk management, India is severely lacking in
skilled ESG professionals.

Rather than seeing sustainability as a fundamental strategic objective, many corporate boards still see it
as a "tick-the-box" compliance activity.

3. Sector-Specific Divergence

Standardized metrics often fail to account for different business models. For example, a service industry
firm has vastly different environmental impacts than a cement or steel manufacturer, yet they often face
the same general reporting requirements. Large companies struggle to get reliable environmental data from
their smaller upstream and downstream partners, making "Scope 3" emission reporting nearly impossible
to standardize.

4. Regulatory and Framework Gaps

Unlike the EU, India lacks a detailed, sector-specific taxonomy to define what constitutes "green" activity,
leading to "purpose-washing" or mislabelled projects. While SEBI mandates reporting for the top 1,000
companies, there are few explicit penalties for failing to meet sustainability goals, which can lead to
superficial "checklist compliance".
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Green washing Risks: Without mandatory third-party assurance for all disclosures, companies may
exaggerate their environmental claim

5. Financial and Market Barriers

No Clear ROI: Many businesses perceive no immediate financial return on investment for sustainability
reporting, which deters long-term commitment.

Lack of Green Finance: Smaller firms often find it difficult to access the "green credits" or low-interest
financing needed to upgrade to reportable, eco-friendly standards

Practices and adoptability in India:

Indian companies have increasingly integrated sustainability into their core business management
practices to align with India’s evolving foreign policy, which now places climate diplomacy and the
"Global South™ at its strategic centre.

1. Alignment with Climate Diplomacy & Net Zero Targets

India's commitment to a Net Zero target by 2070 and its leadership in the International Solar Alliance
(ISA) have prompted major Indian corporations to shift their operational models.

Green Hydrogen Ecosystems: In line with the National Green Hydrogen Mission, companies
like Reliance Industries, Adani Group, and NTPC are investing billions to build integrated green
hydrogen facilities. This supports India's diplomatic goal of becoming a global green energy export hub.
Renewable Energy Transition: To meet India's target of 500 GW of non-fossil energy by 2030,
companies are moving away from traditional power contracts toward long-term renewable energy
agreements and onsite solar installations.

2. Strategic Adherence to Global ESG Standards

Indian foreign policy increasingly focuses on integrating into global trade frameworks that demand high
sustainability transparency.

Mandatory BRSR Reporting: To maintain competitiveness in markets like the EU (which uses
the Carbon Border Adjustment Mechanism), Indian firms have adopted the Business Responsibility and
Sustainability Reporting (BRSR) framework.

Supply Chain Decarbonisation: Global supply chain pressures have led Indian exporters to implement
""zero-emission" sourcing and Extended Producer Responsibility (EPR) for waste management.

3. Support for ""Global South' and SDG Leadership

India's G20 presidency emphasized Mission LiFE (Lifestyle for Environment) and South-South
cooperation, influencing how Indian companies engage internationally.

Sustainable Agriculture & Healthcare: Indian pharmaceutical and agricultural firms are leveraging
"triangular" development partnerships to provide low-cost, sustainable solutions to other developing
nations, reinforcing India's image as a responsible global partner.

Digital Public Infrastructure (DPI): Companies are adopting digital-first management practices (like
UPI-integrated supply chains) to mirror India's diplomatic push for Digital Public Infrastructure as a tool
for inclusive growth.
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4. Circular Economy & Resource Efficiency

Alignment with domestic and foreign policy "Atmanirbhar Bharat" (Self-Reliance) goals has driven a shift
toward Circular Economy practices.

Waste-to-Resource: Firms like ITC and Tata Steel have integrated circularity into manufacturing to
reduce import dependency on raw materials while meeting global environmental expectations.

Smart Manufacturing: The use of Industry 4.0 (1oT and Al) is being adopted to optimize energy use and
minimize environmental footprints, making Indian exports "greener" and more market-ready.

8. RECOMMENDATIONS

The government should establish a unified Green Accounting Standard to prevent arbitrary reporting.
Provide tax remissions for firms successfully implementing comprehensive sustainability audits. Invest in
training for management professionals to align operations with international environmental protocols.

9. CONCLUSIONS

The nexus between environmental stewardship and foreign policy is no longer optional for Indian
commerce. Green accounting serves as the bridge that translates environmental responsibility into a
language global markets trust.

10. IMPLICATIONS OF THE RESEARCH
Shifts focus from short-term profits to long-term value creation. Informs the refinement of future trade
policies to include carbon-neutrality goals.

11. CONTRIBUTION TO FUTURE RESEARCH
This study sets a foundation for exploring Al-driven green accounting and the role of block chain in
verifying carbon footprints for Indian exporters.
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