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ABSTRACT: 

               Objectives: Despite the assertions made by several organizations regarding their engagement in 

sustainable development, empirical evidence suggests a lack of comprehensive understanding regarding its 

specific components. The primary objective of this research is to critically reassess the conceptualization of 

sustainability and illustrate how an organization's utilization of accounting practices can impede its capacity to 

discover sustainable practices. 

Design/methodology/approach: This study presents an analysis of the limitations inherent in current definitions 

of organizational activity and presents a theoretical argument that highlights the importance of redefining 

efficiency in order to achieve sustainability. 

The findings of the study indicate that efficiency is not achieved solely via cost reduction, but rather through the 

identification of activities that contribute value. Furthermore, it illustrates that achieving sustainability is 

unattainable without considering the equitable distribution of the consequences of an organization's actions. 

The research is subject to some limitations and repercussions. The study introduces an alternative framework of 

sustainability that highlights crucial components that are commonly overlooked, hence creating opportunities for 

further exploration. 

Practical implications: The acquisition of knowledge on the fundamental elements of sustainability can 

significantly enhance an organization's capacity to make strategic decisions. 

The paper presents a novel approach to sustainability management and explores the relationship between 

corporate sustainability and corporate accounting, a subject that is often overlooked. 

Keywords: distribution, organizational transformation, operational effectiveness, accounting principles, stakeholder evaluation, 

and sustainable progress. 

  



www.ijmrast.com 

International Journal of Multidisciplinary Research in Arts, Science and Technology (IJMRAST)              (8) 

Introduction: 

The production of value for shareholders, under whichever pretence is trendy at any given moment, is 

usually at the center of discussions over the firm's purpose. There has been a recent uptick in the use of the 

term "sustainability"—sometimes in conjunction with "sustainable development"—to characterize the work 

and goals of corporations. Many companies make sustainability claims, but we argue in this study that they 

misunderstand the idea and its consequences. While it's true that sustainable behaviours are necessary for 

our continued existence, our main point is that the way accounting is done now actually hinders the progress 

towards these standards. 

Accounting efficiency: 

 According to Alfredson (2003), there are claims that accounting has been taken over by powerful 

political interests and ideological groups. They have sparked public controversy and have been included in 

dominant discourses. Together, early management theory and the growth of accounting in the early 20th 

century sought to organise workplaces in a way that would allow managers to exert as much control as 

possible over employees while limiting their agency in matters pertaining to their own knowledge and 

judgement. Recent revelations have shown that accounting has been used to support massive fraud, and that 

it has also been utilized to legitimize the performance-based corporate ideals over truth and ethics 

(Matsuyama, 2004). Frederick Taylor proposed scientific job design (specialization) and productivity using 

management accounting principles and techniques. This approach aimed to reduce work criteria to 

measurable ones that would increase productivity in terms of profit and/or cost, while doing away with the 

undesirable humanistic considerations. Management accounting is similar to classical management in that 

both place a focus on rules and procedures and hierarchical chains of command (Covaleski and Aiken, 

1986). Accounting methods also help legitimize Foucault's (far more extensive) concepts of discipline and 

surveillance in his examination of organizations. Accounting has been utilized as a tool for control or 

discipline due to its focus on numerical results rather than subjective ones, as well as on rules and 

measurements (Jackson and Carter, 1998), which has been used to justify the growing amount of control 

over personnel, in particular, in the workplace. 

 In privatizing sectors, accounting methods have been "efficiently" employed to bring about cultural 

and structural shifts. In their study, Ogden and Anderson (1999) uncovered how newly privatized water 

companies implemented work delegation in a way that held new managers accountable and gave the 

impression that they were "empowered." Some managers bought into this idea, while others realized that 

their newfound authority was constrained to operational matters and financial regulations. The privatization 

of the power sector also made use of accounting to transfer authority and prestige from licenced electricians 

to management (Carter and Crowther, 2000). In both instances, the emphasis shifted from professional 

maintenance and safety requirements to profit maximization and cost reduction driven by market forces. 

 Among accounting's functions is, naturally, the exercise of management through performance 

measurement. Johnson and Kaplan (1987) are among several who have acknowledged accounting's 

shortcomings and argued that the field's function has evolved to the point where it is irrelevant to managers' 
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requirements. Furthermore, according to Crowther (2002), managers should not only use accounting 

information for the semiotic purpose of creating the desired impression of their organization, but also for 

internal control of organizational activity and resource allocation. 

 Although cost accounting emerged at a later stage in the evolution of accounting systems, it finally 

yielded to management accounting. Cost accounting emerged in response to the evolving needs of 

organizations, much like how financial accounting adjusted to its environment. Historically, cost accounting 

was mostly seen as an internal control tool, whereas financial accounting primarily focused on managing, 

documenting, and communicating transactions with external stakeholders, such as shareholders and other 

investors. Johnson and Kaplan (1987) argue that the origins of cost management can be attributed to the 

efforts of nineteenth-century entrepreneurs who aimed to consolidate previously market-based pricing and 

organization procedures. However, this required the management of the efficiency of the integrated 

procedures and the allocation of a cost, specifically an internal price, to the processes now being executed 

within the hierarchical structure. Consequently, managers were able to assess the effectiveness of the 

organization's economic activities using quasi-market metrics provided by these platforms. Hence, cost 

accounting and a significant chunk of management accounting prioritize efficiency as their main objective. 

Nevertheless, as efficiency is commonly measured in monetary units, it is frequently misconstrued as cost 

reduction. The topic of accounting will be revisited at a later time. 

 The assessment of efficiency was predicated upon the confidence derived from the Cartesian 

perspective, which encompassed quantifiable fundamental certainties. According to Sombert (1915), 

economic activity promotes clearer and more intentional thinking, often known as rational thinking. This is a 

result of the influence of contemporary science. Furthermore, it has enhanced its precision and timeliness by 

providing the necessary instruments for time measurement. 

 The evolution of management accounting was significantly influenced by the foundation of early 

cost management systems, which aimed to limit the quantity of input resources consumed per unit of output. 

Given that labor was commonly seen as the most costly element of production inside industrial enterprises 

during the nineteenth century, this assertion holds particular validity when considering labor as a unit of 

resource consumption. For example, the railroad industry utilized cost per ton-mile as a metric for 

management, while distributors and retailers relied on gross margins and stock turnover. Cost accounting 

underwent a transformation in response to several organizational and procedural developments that occurred 

during the late 19th and early 20th century, as elucidated by Johnson and Kaplan (1987). An instance of a 

procedural alteration can be observed in the emergence of scientific management. The aforementioned 

theoretical framework gave rise to the concept of a singular optimal approach for utilizing physical units of 

labor and resources, as posited by F.W. Taylor. In 1913, the efficacy of scientific management was 

exemplified when Henry Ford's factory commenced large-scale production of the Model T. Ascertain the 

established cost of a given process and conduct a comparative analysis of the deviations between the actual 

and standard performance. The emergence of this idea can be traced back to the rigorous temporal 

methodologies employed in scientific management (Clark, 1987) and the fundamental characteristics of 
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management accounting. G. Charter Harrison is widely acknowledged as the pioneer in introducing a 

technique for standard costing and variation analysis. Novel methodologies in the field of accounting have 

surfaced in conjunction with the transformation of corporate frameworks towards vertical integration and, 

subsequently, divisionalization. Return on investment (ROI) is a tool specifically designed for vertically 

integrated firms, facilitating the allocation of financial resources to various tasks. Subsequently, when 

businesses were fragmented and managers were assigned the responsibility of optimizing capital utilization, 

return on investment (ROI) emerged as an additional measure employed to assess performance at the 

regional level. Similarly, business units that are susceptible to fluctuations in production were assessed and 

managed through the use of adaptable budgets. 

 Each organization will establish a set of performance metrics that it deems crucial indicators of 

operational achievement, and these metrics are typically customized to the specific company. Consequently, 

every organization will create diverse performance measurements aimed at the identified crucial variables. 

Although operational measurements exhibit some degree of heterogeneity, financial performance metrics 

demonstrate a higher level of uniformity in their utilization.The measurement of success for most firms, and 

in certain cases, their divisions, is often based on the level of profits generated. Although the degree of profit 

holds significance, it is an inadequate measure of performance when considered in isolation. However, the 

concept of profit adequacy necessitates the consideration of the level of capital resources employed in the 

production of said profit. The predominant approach to accomplish this assessment is by utilizing the metric 

of return on capital employed (ROCE). This is calculated by dividing the net earnings before tax (NEBT) of 

the firm or division by the capital employed in the economic unit. The extensive utilization of Return on 

Capital Employed (ROCE) is indicative of its numerous favorable attributes. More precisely, this approach 

utilizes regularly gathered accounting data, so capitalizing on the advantages of cost-effective data gathering 

and the inherent objectivity associated with financial accounting figures. Furthermore, the utilization of 

ROCE enables the facilitation of performance comparisons among divisions characterized by varying sizes 

and levels of economic activity. 

 Accounting plays a crucial role in enabling the assessment of performance, hence enabling informed 

decision-making on the future trajectory of the organization. The rationale behind the development of 

metrics such as return on investment and return on capital employed is as follows. The subsequent section of 

this paper will address the subject of cost reduction. However, it is regrettable that these accounting 

measurements establish a connection between efficiency and effectiveness. It may be inferred that the 

pursuit of cost reduction is considered a favourable objective, as it is widely regarded to yield a sustainable 

competitive edge. The primary methods employed to reduce costs are externalization and the elimination of 

human labour, which aim to decrease the variable cost of labour. 

 The increasing recognition of the imperative nature of social accountability has prompted 

organizations to reassess their reporting obligations. Performance evaluations primarily center around the 

assessment and documentation of performance. Hence, as stated by Birnbeg (1980), accounting 

encompasses a wide range of distinct types that are essential for meeting the information requirements of 
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various diverse stakeholders that accounting aims to cater to. In a similar vein, Gray (1992) scrutinizes the 

deficiencies of the traditional economic basis for accounting and casts doubt on specific assumptions, such 

as: 

• the significance of growth;  

• the existence of rational economic individuals;  

• the dismissal of selflessness; and  

• the indifference towards wealth distribution. 

According to the author, there is a need for a novel paradigm that regards the environment as an 

intrinsic element of the organization rather than an external one. This paradigm should prioritize 

sustainability and the optimal utilization of fundamental resources. Rubenstein (1992) argues that businesses 

and their creditors must accept a new social agreement, and that enterprises should have objectives that 

recognize the existence of factors beyond financial matters. 

It is crucial to bear in mind that accounting systems adapt in accordance with the practical 

requirements of business administration, so this may seem like an extensive and intricate chronicle of the 

subject. Currently, the significance of this matter cannot be overstated, as accountants and businesses are 

actively seeking resolutions to the prevailing issue of sustainability. In the realm of sustainability reporting, 

O'Dwyer and Owen (2005) emphasize the alterations observed in assurance statements, whilst Gray and 

Milne (2002) provide a comprehensive assessment of the difficulties associated with precisely assessing 

environmental consequences. However, we argue that it is essential to redefine sustainability in order to 

effectively tackle the challenges it presents. 

Sustainability: A Comprehensive Overview 

 Currently, the term "sustainability" is highly prevalent when referring to company operations. It 

might be argued that the term has lost its significance as a result of its widespread usage and the diverse 

range of interpretations attributed to it. According to van Marrewijk and Werre (2003), it is imperative for 

organizations to have a clear definition of corporate sustainability that is congruent with their objectives and 

intentions. Nevertheless, it seems that they suggest that CSR and corporate sustainability are synonymous, 

as they both involve voluntary initiatives aimed at addressing social and environmental issues, hence 

imitating the method used by the EU. 

 Consequently, organizations are currently employing the term "sustainability" more frequently (Aras 

and Crowther, 2008a). While it is difficult to provide an exact definition of sustainable activity, it is 

commonly acknowledged as being crucial for corporate operations. The concept is contentious and open to 

numerous divergent interpretations, ranging from radical environmentally conscious notions of reverting to 

the pre-industrial era to simplistic statements about sustainable development. Nevertheless, organizations 

frequently choose this strategy as a means to indicate their long-term commitment, a rationale that is 

comprehensible. Indeed, their records lead them to the conclusion that reducing expenses leads to increased 

efficiency, hence ensuring their continued existence in the firm. This remains true even when reducing 

expenses necessitates sacrificing future capabilities in order to generate immediate cash flow by losing 
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technically skilled employees, as numerous scholars have contended (e.g., Carter and Crowther, 2000). The 

words made by the chairman of BP in the 2006 report serve as an illustration of the misperception of 

sustainability, since they are presented as follows: 

“This is the reason why we express apprehension over the enduring feasibility 

of our operations and why all individuals within our organization  

endeavour to ensure the genuine sustainability of our practices.” 

 However, the subsequent information is shown subsequently in the same report, namely on the same 

page. 

“BP, with a history spanning more than a century, has successfully navigated through many economic, 

social, political, technical, and commercial disruptions.” 

 The management of business behavior is influenced by the utilization of sustainability language, 

which exhibits distinct characteristics. In order to achieve sustainability, a resource must not be exhausted at 

a rate that exceeds its capacity for regeneration. The characterization of this phenomenon can be achieved by 

the utilization of ecosystem carrying capacity (Hawken, 1993) and input-output models of resource 

consumption. When examining a corporation within the framework of a broader social and economic 

system, it is imperative to take into account the various effects it may have on both its present and future 

sustainability. The theoretical underpinning of this sustainable development plan is rooted in the Gaia 

hypothesis proposed by Lovelock in 1979. Based on this paradigm, it is posited that all organisms within the 

ecosphere exhibit interdependence with each other and with the overall system. According to this 

hypothesis, all components within this system are interconnected and crucial for maintaining the habitability 

of Earth. 

 This study primarily examines sustainability at the micro level of firms, while acknowledging the 

significance of these issues at the macro level of society or the nation state. This particular level of 

sustainability pertains to the evaluation of an organization's resource utilization in relation to its pace of 

resource regeneration. In order to tackle unsustainable actions, individuals have two options: either establish 

more sustainable enterprises or make preparations for a future characterized by limited resources. 

Ultimately, the majority of organizations strive to enhance their sustainability via optimizing resource 

utilization. One example is a project focused on enhancing energy efficiency. 

 The concept of sustainability is subject to additional uncertainty. Purists define it as the ability to 

remain unchanged throughout time. However, many view it to encompass sustainable development, and the 

terms "sustainability" and "sustainable development" are sometimes used interchangeably. 

The concept of "sustainable" has been utilized in the field of management literature over the course 

of the last three decades (e.g., Reed and DeFillippi, 1990) to denote the concept of continuity. This usage 

has contributed to the ambiguity surrounding the notion of corporate sustainability. According to Zwetsloot 

(2003), the integration of corporate social responsibility (CSR) with innovation and continuous 

improvement initiatives effectively implies the assurance of sustainability. 
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The concepts of sustainability and sustainable development are often conflated due to the prevailing 

belief that economic growth can still occur (Elliott, 2005). Post-Cartesian ontologies predominantly adopt an 

economic perspective, considering expansion as not only feasible but also desirable and essential (e.g., 

Spangenberg, 2004). Daly (1996) argues that the market has the capacity to address the economic aspects of 

development through the distinct segregation of three core economic objectives: sustainable scale, equitable 

distribution, and efficient allocation. According to Hart (1997), the concept of sustainable development is 

perceived primarily as a commercial prospect. According to Hart, the establishment of an environmental 

policy by a firm will lead to the emergence of novel prospects for product and service development. 

When it comes to the topic of corporate sustainability, there are two commonly acknowledged 

beliefs. One key point to consider is that the concept of developing in a sustainable manner is synonymous 

with sustainability itself. The second perspective posits that the establishment of a sustainable firm can be 

achieved by incorporating social and environmental considerations into the development of long-term 

strategies. We challenge both of these premises as they are based on an uncritical belief in market 

economics, which is based on the notion that growth is indispensable. While market economics is not 

entirely disregarded, we argue that the argument has become ambiguous as a result of the assumptions 

regarding sustainability that have arisen from its extensive implementation. At this point, it is crucial to 

reiterate the core premise of sustainability: sustainable action is defined as actions that do not restrict future 

possibilities due to present decision-making. Given the veracity of this sustainability principle, the existence 

of sustainability does not necessitate or even seek progress. Although sustainable development may be 

feasible and desirable in specific circumstances, it does not inherently embody sustainability. 

Furthermore, although social and environmental problems are being addressed by all firms, it is 

important to note that sustainability in the business sector will not remain stagnant in the foreseeable future. 

In addition, it is important to note that the terms "corporate social responsibility" and "corporate 

sustainability" are not interchangeable. Furthermore, it is important to note that the concept of "corporate 

sustainability" should not be conflated with "environmental sustainability," as the latter is the prevailing 

interpretation of the term (Springett, 2003). 

The concept of corporate sustainability: 

Corporate reports, previously referred to as "environmental reporting" or "corporate social responsibility 

reporting," have gained popularity under the phrase "sustainability reporting" (Aras and Crowther, 2008b). 

Corporate websites frequently address the subject of sustainability. Regrettably, there appears to be a 

conflation between the terms sustainability and sustainable development. While it is evident from the 

research conducted by Cooper and Owen (2007) that no company has effectively tackled the challenges of 

sustainability, it is equally evident that all firms claim to have done so [2]. Fish (1989) provides evidence 

that truth and belief can be used interchangeably, leading to the development of a very successful semiotic 

of sustainable action (Guiraud, 1975; Kim, 1996). According to Aras and Crowther (2008b), it is said that 

this strategy is deliberately employed to persuade individuals that corporate operations are environmentally 

sustainable. This approach aims to reduce the firm's cost of capital by creating a false perception among 
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investors that their investment has lower levels of risk than it actually does. According to prevailing 

accounting principles, the generation of value occurs when a corporation undergoes a process of change. 

The allocation of earnings primarily revolves around the determination of the proportion to be distributed to 

current investors and the portion to be retained for future profits and returns. There are numerous reasons 

why this is evidently overly simplistic. In order to ensure sustainability under its narrowest interpretation, 

even as per standard accounting theory, a portion of the retained profit is necessary solely to restore depleted 

capital. The primary objective of accounting is to monitor and record the activities occurring during this 

process. Furthermore, it considers all expenditures as inputs towards the ultimate outcome, which is the 

generation of profit. 

According to prevailing beliefs, accounting is purportedly applicable just to internal business transactions, as 

it is believed that only internal business transactions merit the consideration of an organization's 

management [3]. The core contradiction of accounting is rooted in the notion that specific outcomes of 

actions should be recorded, while others should be ignored. In this accounting approach, the corporation is 

regarded as the central point of the universe, with the only interactions with the external world taking place 

at the beginning and end of the value chain. However, it is undeniable that a company's decisions and 

actions have an impact on both its internal operations and the external environment. When considering the 

external influence of a business, it is crucial to acknowledge that this context comprises not only the 

immediate community in which the company is situated and functions, but also the broader global 

community. 

 Many people have the impression that the accounting literature is primarily focused on the 

operational accomplishments of the company. According to two contrasting perspectives, accounting serves 

two purposes: firstly, it offers a measurement system that facilitates fair market intervention in the allocation 

of resources, and secondly, it facilitates the extraction of surplus value from the labor aspect of the 

transformative process. These schools of thought place an emphasis on different points of view concerning 

the involvement of accounting in the industrial process. On the other hand, every school of thought that is 

being discussed here takes a holistic approach to the workforce and takes into account the impact that 

business actions have on it. Individuals are the fundamental components of the workforce, and they are able 

to engage in employment at any point in their lives, with varying requirements at various points in time. On 

the other hand, the phrase "labor" leads to the depersonalization of humans, which enables us to view labor 

as an object without taking into account the particular requirements that constitute it. Because of this, we are 

able to engage in theoretical analysis by limiting the conversation to the organization and the components 

that make up the organization (such as labor, finances, and so on). Individuals are fundamentally considered 

as commodities throughout the production process, and they are regarded as a variable expense. For the 

purpose of concealing this reality, the term "labor" is utilized as a suitable euphemism. During the course of 

a company's transformation, one of the most important aspects is the optimization of commodity 

consumption. Accounting is a tool that can be used to evaluate the efficiency of this optimization. When it 

comes to human beings, this includes making the most of their use in order to realize the most possible 
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worth as a commodity. As a result, surplus value, as Marx characterized it, can be generated in the present 

by recruiting young people who are physically capable and who are able to exert a large amount of effort, 

and then replacing them with even younger people who are more physically fit. People are today seen as 

nothing more than a component of production that can be traded for something else as a result of the 

utilization of accounting for cost evaluation, which has led to the commodification of individuals. When 

seen from the perspective of accounting, it is reasonable to replace humans with robots if doing so will result 

in a greater overall advantage. For the most part, this line of thinking has been the driving force behind the 

continuous industrial revolution. It would be unnecessary to take into consideration the potential impact that 

automation could have on human beings, given that accounting is primarily concerned with the 

consequences that an organization's activities have on its internal operations. Individuals should be the major 

focus of worry on the possibility of joblessness or unemployability that could be brought about by 

automation. 

Developing an all-encompassing analysis of sustainability: 

                  The objective of this study is to illustrate that the concept of sustainability encompasses factors 

beyond cost reduction as a method of enhancing efficiency, which serves as the foundation for the 

accounting concept of operational success. Prominent contributions in this field encompass the debate 

surrounding environmental sustainability, as demonstrated by notable scholars such as Jacobs (1991), 

Welford (1997), and Gray and Bebbington (2001). Another approach is grounded in the going concern 

principle of accounting, as demonstrated by the aforementioned corporate reporting. Consequently, the two 

conversations frequently take place concurrently without engaging with each other, which is a dilemma as 

efficient communication is crucial for the long-term viability of a business. Figure 1 demonstrates that these 

seemingly conflicting arguments are fundamentally based on the adoption of a traditional viewpoint of the 

process of transformation. 

 

 

 

 

 

 

According to this conceptual framework, the achievement of profit is dependent upon the 

combination of a number of different inputs, including capital, labor, and finance, with operational variables 

of production, which include employees and suppliers. The conventional viewpoint of the transformational 

process holds that inputs can be obtained in the required quantity without any limits, and that the operational 

parts of production are seen to be nothing more than commodities. The process viewpoint, which enables 

market-based mediation, is backed by the opinions of researchers, like Spangenberg (2004), who have 

expressed approval of the viewpoint.  

Inputs: 

Renewable Resources 

Sustainable Materials 

Human Capital 

Value Added: Through innovative 

design, production methods that 

minimize environmental impact, and 

responsible business practices that 

consider social well-being 

throughout the life cycle. 
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Reduced Waste and 
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There are two drawbacks that become apparent when this analytical method is examined from the 

perspective of sustainability: 

1. The term "capital" in this context pertains to environmental resources, which are inherently 

limited in amount (Daly, 1996). Therefore, the market's ability to effectively mediate is limited, 

as the subsequent competitive bidding process will result in an increase in price without a 

corresponding increase in the supply of the resource, as there is no existing supply. The capacity 

of substitution to address shortages is constrained, as it is challenging to ascertain the degree to 

which additional financial resources or labor can adequately substitute for the absence of oil or 

any other form of fuel. 

2. The entities involved in the production process are not considered commodities, but rather they 

are regarded as stakeholders within the organization. Commodifying them may facilitate 

analysis, but they necessitate rewards from the organizational action. Specifically, when it is 

acknowledged that resources are limited, the current approach of market mediation fails to 

adequately meet the needs of all stakeholders inside the organization. Therefore, it is necessary 

for these stakeholders to be included in the output phase of the transformational process. 

Given the statement, Figure 2 illustrates the revised transformative procedure. The finite and fixed 

nature of environmental resources becomes evident when examining their role as inputs in the 

transformational process. The whole of Earth's resources are currently being utilized, or even excessively 

utilized, and the sole means for one corporation to augment their resource possessions is by appropriating 

them from another under the guise of market rivalry.   

It highlights two alternative methods of advancement. An alternative approach involves substituting 

natural resources with alternative inputs, such as currency or workforce. An alternative approach involves 

enhancing the efficiency of current natural resources to achieve more productivity with less resources. 

Technological advancement, also referred to as research and development, is essential for the successful 

implementation of sustainable development.     

At this juncture, the concepts of sustainability and organizational accounting initially come into 

conflict. Accounting efficiency requires optimizing the utilization of financial resources, whereas 

sustainable technological advancement requires optimizing the utilization of environmental resources.  

 

 

 

 

  

 

In order to construct that technology and guarantee long-term progress, it will undoubtedly require a 

greater allocation of human resources, particularly professionals with advanced training. In the realm of 

accounting, efficiency mostly revolves around the substitution of costly human resources with cost-effective 
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Innovation: Creation of eco-friendly 

technology and procedures. 

Outputs: 

Goods and Services 

Societal Well-being 

Environmental Health 



www.ijmrast.com 

International Journal of Multidisciplinary Research in Arts, Science and Technology (IJMRAST)              (17) 

programmatic change initiatives, such as business process re-engineering, alongside computer-based 

management systems. Hence, we argue that conventional accounting methodologies are inherently 

incongruous with the principles of sustainability. 

The concept of fair sustainability is being introduced: 

 Despite the fact that the transformative process has been completed, the contradiction that exists 

between accounting and sustainability continues to exist. In general terms, accounting methods are 

established on the fundamental assumption that the primary aim of a business is to earn profits for its owners 

and shareholders, with all of the company's outputs being seen as commodities and services designed for 

commercial transactions. This assumption is the foundation upon which accounting systems are built. 

However, these acts also have a major impact on a number of other stakeholders, and a sizeable portion of 

those stakeholders have legitimate concerns over them. In the first place, they are regarded as either active 

participants in the production process, who are tasked with maximizing profits for businesses, or as passive 

beings that society and the environment are forced to suffer as a result of the actions of these organizations. 

On the other hand, these parties have a vested interest in the actions of the company and have the potential 

to exert some degree of influence over those activities. It is essential to acknowledge that these stakeholders 

are not only inputs in the process of transformation; rather, the impact that they have on the process is a 

significant consequence. As a result, one of the most important aspects of sustainability is the equal 

distribution of both the positive and negative outcomes that are the result of the actions that are carried out 

by the organization. As a result, we contend that the existence of fairness in the distribution of impacts is 

absolutely necessary for the development of sustainability. As a result, it is essential to raise the amount of 

outputs produced by the company. This particular position has been a topic of discussion within the field of 

social and environmental accounting throughout the course of the past thirty years (Mathews, 1997). 

Although it is not a novel viewpoint, it has been a subject of discussion. 

As a result, we believe that the word "equitable sustainability" more effectively conveys our thesis that 

equitable allocation is essential for the achievement of sustainability. Taking into account the impact that the 

acts of the corporation have on distribution, our contention is that the actions of the corporation do not 

actually contribute to the sustainability of the corporation. Consequently, according to our model, all 

stakeholders are not only contributors to production; rather, they are both influenced by and invested in the 

outcomes of corporate actions, as represented by the transformative process. This signifies that they are not 

merely contributors to production. 

The area of accounting for corporate activity has developed to incorporate a number of topics that are 

related with the economic perspective on corporate activity. 

• Efficiency, according to the economic view of corporate operations, is the most important 

consideration, with variables like globalization, deregulation of markets, and economies of scale 

playing a role. 

• Likewise, as capital is a limited resource, efficiency is typically defined as cutting costs, or making a 

product at a lesser financial expense. 
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• Furthermore, firms persist in expanding their operations worldwide in order to achieve consistently 

lower manufacturing expenses, achieved by using low-cost labor and raw materials. 

• Whether it's the substitution of one form of energy for another or the automation of formerly manual 

tasks, replacement is an ever-present option. 

• All of these are wrong. 

The second inherent deficiency in the traditional economic comprehension of business operations is the 

notion that stakeholders are mere inputs in the production process, with the primary objective of generating 

profits for the company's owners and investors. 

Workers and suppliers are merely operational components in the manufacturing process; companies can 

openly abuse society for their own advantage; and the environment is a limited resource that can be utilized 

for financial gain. The significance of the future, as a crucial stakeholder, may be overlooked. 

 

 

 

To reevaluate the terminology, let's go back to the process of transformation. Natural resources are the 

only things to which the word "capital" applies. "Labor" now denotes people, whereas "finance" stays the 

same. Figure 3 therefore shows the transformation process. 

We contend that the conventional interpretation of sustainability, which entails either avoiding resource 

depletion beyond replenishment or sustaining current consumption levels without compromising future 

generations' decision-making capacity, is not a pragmatic or ethical approach to sustainability (Aras and 

Crowther, 2008a). Drawing upon the principles of utilitarianism, an ethical framework pertaining to 

sustainability would allow for actions that are subject to comprehensive evaluation of their repercussions, as 

well as the comprehension and acceptance of implications by stakeholders. When considering all relevant 

elements, an ethical action can be defined as one that leads to a net positive outcome. In such situations, it 

might be acceptable to have an influence on the environment and, consequently, the prospects for future 

generations. We argue, to some extent, that the presence of conflicting interests is an inherent reality [5], and 

that these conflicts will intensify as the impacts of our planet's finite resources become more pronounced. To 

mitigate these problems, it is imperative to align with the expectations of all parties involved and achieve a 

mutually satisfactory resolution (Simon, 1981). One other area of disagreement between accounting and 
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sustainability pertains to the accounting profession's perception of stakeholders as mere resources to be 

utilized in the acquisition of financial gains for investors. 

Conclusion: 

The significance of sustainability is becoming increasingly obvious to businesses operating in the 

current day. Even though the operational framework of accounting is intended to fulfil the requirements of 

businesses, we contend that it creates significant obstacles in the way of fulfilling these requirements. 

Accounting can still be set up to manage how these resources are used, even though they are one-of-a-kind 

and primarily concerned with environmental issues. Without a shadow of a doubt, prices will always be 

utilized by market processes to achieve this goal to a certain degree, regardless of the circumstances. 

Additionally, to find a solution to this issue, newly developed methods for incorporating carbon emissions 

are now being developed. Accounting becomes increasingly difficult to employ to account for the 

distribution of consequences to all stakeholders as a result of the major focus of financial accounting and 

reporting, which is to serve the owners of the firm. The adoption of new reporting standards is one method 

that can be utilized to establish a framework for sustainability accounting. A good illustration of this would 

be the Global Reporting Initiative (GRI), which underwent an update in October of 2008, or the 

Accountability AA1000 accreditation requirements. They are designed to incorporate the expectations and 

impacts of stakeholders into the reporting procedure. A large number of businesses that are working to 

establish accounting procedures that will be in place for the long term are using these standards. In addition, 

it is essential to point out that these organizations are working on developing methods to assess and record 

sustainability that do not include the utilization of accounting metrics. The newly discovered information 

lends credence to our earlier assertions regarding the challenges associated with accounting for 

sustainability. 

Businesses can grow their operations by acquiring additional resources, which may be obtained 

through either natural reserves or competitive tactics. This is something that can be done from an accounting 

point of view. Furthermore, organizations have the ability to effectively reduce expenses, including staff, 

according to their own preferences, which enables them to save their resources for future stages of growth 

and progress through the use of these resources. During this investigation, we have discovered that there are 

parallels between the viewpoint of corporations and the prerequisites of sustainable growth. By making use 

of this model, we are now able to ascertain the circumstances in which this development is not only viable 

but also acceptable to all of the essential stakeholders. We do not intend to arrive at a definitive conclusion 

regarding the subject of sustainable development through the course of our investigation. However, our 

purpose is to demonstrate that, in contrary to popularly held notions, it is indeed achievable, provided that 

traditional economic theories are not applied in the study of company actions. The most important point that 

we are trying to make is that the fundamental principles of accounting are in direct opposition to the 

fundamental characteristics of sustainability, and that a comprehensive redesign of corporate accounting is 

required to emphasize these aspects. Therefore, it is argued that greater study is necessary to shed light on 
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methods that can be utilized to address the challenges that are now being faced, and that the area of 

accounting ought to broaden its efforts in order to suit the growing demand from corporate organizations. 

NOTES: 

1. Thus, the three-decade-old assumption that organizations must grow to survive persists today. 

Thus, they may resemble trees. Bonsai trees, which are purposefully kept small, have a long 

lifespan, and do not need to grow to be sustainable. 

2. See Aras and Crowther (2008a). According to their study of FTSE100 firms, all corporations are 

involved in sustainability. 

3. Conventional accounting is to document the results of actions on the company. 

4. The 1987 Brundtland Report by the World Commission on Environment and Development 

introduced sustainability as a generally acknowledged term. This study is often used to argue that 

sustainable development can be achieved without major change, but this paper shows that this is 

false. 

5. Business managers have always had to balance competing demands. The environment has rarely 

been considered a stakeholder, and future generations have only been considered in rare 

situations. 
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