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Abstract 

 

This study explores the role of green accounting in enhancing financial transparency within 

Islamic financial institutions. Green accounting, as an approach that integrates environmental 

responsibility into financial reporting, has gained attention for its potential to improve 

accountability and sustainability in finance. In Islamic finance, transparency is not only a 

regulatory requirement but also an ethical imperative aligned with Shariah principles. By 

conducting a literature review, this study synthesizes existing research on green accounting 

frameworks and their applicability in Islamic financial institutions. The findings suggest that 

adopting green accounting practices can bridge the gap between financial reporting and 

environmental stewardship, thus fostering greater stakeholder trust. Additionally, this approach 

aligns with the ethical and social objectives of Islamic finance, reinforcing the institutions' 

commitment to sustainable practices. This study provides insights for policymakers and 

financial managers aiming to integrate green accounting as a tool for transparency and 

sustainability. The research contributes to the discourse on sustainability in Islamic finance and 

highlights areas for future empirical investigation. 
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A.      INTRODUCTIONS 

Green accounting has emerged as a significant paradigm in the field of finance, aiming 

to incorporate environmental and social costs into traditional financial accounting practices. 

This approach has garnered attention in both conventional and Islamic financial systems due 

to increasing demands for corporate sustainability and environmental responsibility (Al-

Qudah, 2020; Nurunnabi, 2017). For Islamic financial institutions, the principles of Shariah 

emphasize not only economic justice but also ethical considerations, underscoring the 

relevance of green accounting in promoting transparency and accountability (Rahman, 2018). 

These institutions are ethically mandated to avoid harm to society and the environment, 

positioning them as prime candidates for green accounting integration (Dusuki, 2019). 

Furthermore, green accounting aligns with maqasid al-shariah the objectives of Islamic law 

which advocate for social justice, environmental protection, and overall societal welfare 

(Siddiqui, 2021). Previous research indicates that Islamic finance's value-based approach can 

lead to more responsible environmental practices, which are foundational to green accounting 

(Khan & Ismail, 2020). By enhancing transparency, green accounting helps stakeholders 

understand the environmental impact of financial activities, thereby strengthening stakeholder 

trust (Bebbington & Larrinaga, 2014). This transparency is particularly vital in the Islamic 

finance sector, where stakeholders expect ethical stewardship in line with Islamic principles 

(Maali & Napier, 2010). Integrating environmental costs and responsibilities into financial 

reporting can therefore provide a holistic view of the institution's impact, aligning financial 

mailto:mialasmiwardiyah@uinsgd.ac.id


 

ARTIKEL 

KOMITMEN: Jurnal Ilmiah Manajemen, Vol. 6 No. 1, 2025        33  

outcomes with societal and environmental values (Sulaiman, 2016). In this way, green 

accounting can bridge the gap between economic and ecological imperatives, offering a 

framework for Islamic financial institutions to fulfill their ethical commitments to both 

transparency and sustainability (Alnodel, 2021). 

The integration of green accounting into Islamic financial institutions presents both an 

opportunity and a challenge due to the distinct ethical framework of Islamic finance. While 

traditional financial institutions are increasingly adopting green accounting to meet regulatory 

and environmental expectations, Islamic financial institutions have been slower to embrace this 

model comprehensively (Khan & Ismail, 2020). The challenge lies in aligning the principles 

of green accounting with the Shariah-driven requirements of Islamic finance, which 

emphasizes not only profit but also social welfare and environmental stewardship (Siddiqui, 

2021). Despite its alignment with maqasid al-shariah, or the objectives of Islamic law, there is 

a notable gap in applying green accounting standards within Islamic institutions, resulting in a 

lack of standardized practices for reporting environmental costs (Rahman, 2018). Existing 

literature on green accounting highlights its capacity to enhance transparency, yet research 

specific to Islamic finance remains limited, with few frameworks available that address both 

financial and environmental disclosure within this sector (Bebbington & Larrinaga, 2014; 

Alnodel, 2021). This gap raises questions about the transparency of Islamic financial 

institutions concerning their environmental impacts, which may undermine stakeholders’ trust 

and the ethical reputation of these institutions (Maali & Napier, 2010). While green accounting 

could theoretically align with the ethical imperatives of Islamic finance, the lack of empirical 

studies exploring its adoption suggests an urgent need for research to establish its practical 

relevance (Nurunnabi, 2017). Additionally, the absence of standardized guidelines creates 

variability in environmental reporting across Islamic financial institutions, potentially 

weakening the credibility of their sustainability claims (Sulaiman, 2016). This study aims to 

address these gaps by investigating how green accounting can support financial transparency 

in Islamic financial institutions, ultimately contributing to a more holistic and ethically driven 

financial system (Al-Qudah, 2020). 

This study aims to investigate the role of green accounting in enhancing financial 

transparency within Islamic financial institutions, with a specific focus on aligning 

environmental responsibility with Shariah principles. While Islamic financial institutions are 

ethically motivated to support social and environmental well-being, existing financial reporting 

practices often lack the necessary disclosures to adequately reflect these values (Rahman, 2018; 

Sulaiman, 2016). By examining existing literature, this study seeks to clarify how green 

accounting can be integrated into Islamic finance to address this gap in transparency and 

accountability (Bebbington & Larrinaga, 2014; Alnodel, 2021). The primary objective is to 

determine the ways in which green accounting practices can enhance stakeholder trust by 

providing a clearer, more comprehensive picture of both financial and environmental impacts 

(Maali & Napier, 2010; Nurunnabi, 2017). Furthermore, this study explores how adopting 

green accounting could position Islamic financial institutions as leaders in sustainable finance, 

reflecting the objectives of maqasid al-shariah, which advocate for ethical and socially 

responsible business practices (Khan & Ismail, 2020; Siddiqui, 2021). This research aims to 

contribute to the development of a green accounting framework tailored for Islamic finance, 

ultimately fostering a more transparent and sustainable financial ecosystem. Additionally, it 

highlights policy implications for regulators seeking to establish standardized environmental 

reporting guidelines that align with Islamic finance ethics (Al-Qudah, 2020). By bridging the 

gap between financial accountability and environmental responsibility, this study aims to set a 

foundation for future empirical research on green accounting practices within the Islamic 

finance sector. 
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This study holds considerable significance as it seeks to bridge the gap between 

environmental accounting and the ethical framework of Islamic finance, contributing to both 

academic literature and practical applications in the sector. By exploring green accounting 

within Islamic financial institutions, this study addresses the pressing need for transparent 

financial reporting that aligns with the environmental and ethical principles of Shariah 

(Rahman, 2018; Sulaiman, 2016). Green accounting has been shown to enhance transparency 

and trust in conventional financial institutions, but its potential in Islamic finance remains 

underexplored (Bebbington & Larrinaga, 2014; Alnodel, 2021). This research will provide 

insights into how Islamic financial institutions can implement green accounting practices to 

meet the dual demands of ethical stewardship and financial responsibility (Maali & Napier, 

2010; Nurunnabi, 2017). Additionally, it underscores the role of green accounting in achieving 

maqasid al-shariah, promoting not only economic growth but also environmental sustainability 

and social welfare (Khan & Ismail, 2020; Siddiqui, 2021). By filling this gap, the study offers 

a framework that could guide policymakers and regulatory bodies in creating standardized 

guidelines for environmental disclosures that reflect Islamic values (Al-Qudah, 2020). 

Furthermore, this research could help strengthen the credibility of Islamic financial institutions 

in global markets, where environmental, social, and governance (ESG) criteria are increasingly 

prioritized. Ultimately, the findings may encourage a more comprehensive approach to 

financial reporting in Islamic finance, enhancing stakeholder trust and supporting sustainable 

development goals. 

While existing research on green accounting has expanded considerably in the context 

of conventional financial institutions, there remains a significant gap in its application within 

Islamic finance. Studies on green accounting primarily focus on Western financial systems, 

with limited exploration of how these practices can be aligned with the ethical and financial 

frameworks of Islamic financial institutions (Bebbington & Larrinaga, 2014; Alnodel, 2021). 

Specifically, while green accounting has been recognized for its potential to enhance 

transparency in environmental reporting, the role of Islamic financial institutions in integrating 

such practices remains under-examined (Maali & Napier, 2010; Rahman, 2018). Furthermore, 

the lack of standardized green accounting frameworks tailored to the specific requirements of 

Islamic finance contributes to this gap, hindering a comprehensive understanding of how 

Islamic financial institutions can implement such practices (Sulaiman, 2016). Although some 

studies have highlighted the alignment between sustainability and maqasid al-shariah, there is 

insufficient empirical research examining the direct impact of green accounting on financial 

transparency and environmental accountability in the Islamic finance sector (Khan & Ismail, 

2020; Siddiqui, 2021). Moreover, while some scholars have begun exploring the integration of 

Islamic values with environmental management (Al-Qudah, 2020), the existing literature fails 

to provide a cohesive framework for incorporating green accounting within Islamic financial 

institutions. This gap calls for further investigation into the practical implications of adopting 

green accounting in Islamic finance, and how it can be developed to meet the growing demand 

for transparency and sustainability in the financial sector. By addressing this gap, the current 

study seeks to provide a more nuanced understanding of the intersection between green 

accounting, Islamic finance, and financial transparency (Nurunnabi, 2017). 

This paper is structured to provide a comprehensive exploration of the role of green 

accounting in enhancing financial transparency within Islamic financial institutions. The first 

section introduces the research topic, outlining the background and context of green accounting 

in relation to Islamic finance. It discusses the need for integrating environmental responsibility 

within financial reporting frameworks, emphasizing the ethical and financial considerations of 

Islamic financial institutions (Rahman, 2018; Sulaiman, 2016). The second section presents the 

research problem, identifying the challenges and gaps in existing literature regarding the 

application of green accounting in the Islamic finance sector (Bebbington & Larrinaga, 2014; 
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Alnodel, 2021). Following this, the third section defines the objectives of the study, which aim 

to explore how green accounting can be implemented to enhance financial transparency in line 

with Shariah principles (Maali & Napier, 2010; Nurunnabi, 2017). The fourth section discusses 

the significance of the study, highlighting its potential contributions to both the academic field 

and the practical implementation of green accounting within Islamic financial institutions 

(Khan & Ismail, 2020; Siddiqui, 2021). The fifth section identifies the literature gap, pointing 

out the lack of cohesive frameworks and empirical research on green accounting in Islamic 

finance, which this study seeks to address (Al-Qudah, 2020; Rahman, 2018). Finally, the paper 

concludes with recommendations for future research and policy implications, stressing the 

importance of standardizing green accounting practices to meet the growing demand for 

sustainability in the financial sector. Each section is designed to build upon the previous one, 

ensuring a logical flow that comprehensively covers the topic and sets the stage for further 

research in this area. 

 

B.      METHOD 

This study adopts a qualitative research approach, utilizing a comprehensive literature 

review to explore the role of green accounting in enhancing financial transparency within 

Islamic financial institutions. The method involves an extensive analysis of scholarly articles, 

books, and reports that examine the intersection of green accounting, Islamic finance, and 

financial transparency. The selected studies include both theoretical and empirical research, 

providing insights into the implementation of green accounting practices and their impact on 

financial reporting and sustainability. This review focuses on articles published in high-impact 

academic journals, particularly those that emphasize Shariah-compliant financial practices and 

environmental responsibility. The literature review methodology allows for the identification 

of key themes, trends, and gaps in the existing research, providing a foundation for the study's 

objectives. In order to ensure the relevance and rigor of the sources, only peer-reviewed 

publications from the past two decades are considered. The analysis is structured around the 

core concepts of financial transparency, green accounting practices, and their alignment with 

Islamic values. This method also enables the synthesis of diverse perspectives on the challenges 

and opportunities associated with green accounting in Islamic finance. By integrating findings 

from various scholarly sources, this research aims to offer a comprehensive understanding of 

how green accounting can contribute to financial transparency in Islamic financial institutions. 

The outcomes of this literature review will inform future research directions and provide a 

foundation for developing frameworks that integrate green accounting with Islamic financial 

reporting. 

 

C. RESEARCH FINDINGS 

1. The Alignment of Green Accounting with Islamic Values 

The study finds that green accounting practices can be effectively aligned with Islamic 

values, particularly in the context of financial transparency and sustainability. Islamic finance 

emphasizes ethical conduct, social responsibility, and the promotion of environmental 

stewardship, all of which resonate with the core principles of green accounting. By integrating 

green accounting into their operations, Islamic financial institutions can ensure that their 

financial reporting reflects not only economic performance but also their commitment to 

environmental and social goals. The alignment with Shariah values is particularly significant, 

as it ensures that financial activities contribute to the welfare of society without causing harm 

to the environment. The concept of maqasid al-shariah, which seeks to promote human well-

being and prevent harm, underpins the rationale for adopting green accounting within Islamic 

financial institutions. Furthermore, green accounting practices, when implemented correctly, 

enhance the ethical image of these institutions, demonstrating their dedication to sustainability 
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in both their financial and environmental reporting. This alignment also facilitates greater trust 

and confidence from stakeholders, including investors and customers who are increasingly 

concerned with sustainability. The integration of green accounting with Islamic values allows 

these institutions to play a key role in promoting a green economy, while remaining fully 

compliant with Shariah principles. Therefore, the study emphasizes the importance of creating 

green accounting frameworks that are compatible with the ethical and religious values of 

Islamic finance. This alignment of green accounting with Islamic values offers a pathway for 

Islamic financial institutions to contribute meaningfully to both financial transparency and 

environmental sustainability. 

 

2. Green Accounting’s Impact on Financial Transparency 

The study reveals that green accounting has a significant positive impact on the 

financial transparency of Islamic financial institutions. By incorporating environmental 

considerations into financial reporting, green accounting enhances the clarity and detail of 

disclosures related to sustainability efforts. This improved transparency allows stakeholders, 

including investors, regulators, and the general public, to better understand the environmental 

performance and commitments of these institutions. The implementation of green accounting 

practices helps institutions disclose their environmental impacts more comprehensively, thus 

promoting a higher level of accountability. Financial transparency is further enhanced as green 

accounting enables more accurate reporting of both the financial and non-financial aspects of 

the institution's operations. The study finds that transparent reporting of environmental factors 

builds trust among stakeholders, who are increasingly interested in sustainability and ethical 

practices. The research indicates that Islamic financial institutions adopting green accounting 

frameworks are more likely to gain credibility in the marketplace, attracting socially 

responsible investors and clients. Additionally, the transparency brought about by green 

accounting ensures that these institutions are in compliance with both regulatory requirements 

and the ethical standards set by Shariah law. The adoption of green accounting practices thus 

supports the broader goal of ensuring that financial institutions are transparent in their 

sustainability efforts. Ultimately, the study highlights that green accounting plays a vital role 

in advancing financial transparency within Islamic financial institutions, contributing to the 

overall integrity of the financial system. 

 

3. Challenges and Opportunities in Implementing Green Accounting 

The study identifies several key challenges and opportunities in implementing green 

accounting within Islamic financial institutions. One of the primary challenges is the lack of 

standardized green accounting frameworks that are specifically tailored to the unique 

characteristics of Islamic finance. This absence of a unified approach makes it difficult for 

institutions to adopt consistent practices across the sector. Additionally, the study highlights 

resistance to change within traditional financial reporting systems, where stakeholders may be 

hesitant to embrace new methodologies due to concerns over complexity and the potential costs 

involved. Another significant challenge is the limited awareness and understanding of green 

accounting principles among practitioners in the Islamic finance industry. However, the study 

also uncovers numerous opportunities for growth and innovation. The increasing global 

emphasis on sustainability and environmental responsibility creates a favorable environment 

for the adoption of green accounting practices. Furthermore, the potential for Islamic financial 

institutions to lead the way in ethical and green finance offers a unique opportunity to enhance 

their competitive advantage. By aligning with the growing demand for environmentally 

conscious financial products, these institutions can attract a new segment of investors who 

prioritize sustainability. The research also points to the opportunity for developing region-

specific green accounting frameworks that meet both international sustainability standards and 
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the Shariah principles guiding Islamic finance. Overall, while challenges remain in the 

implementation of green accounting, the opportunities for Islamic financial institutions to drive 

sustainability and ethical finance practices are substantial. 

The alignment of green accounting with Islamic values is increasingly recognized as a 

critical component in the development of sustainable financial practices within Islamic 

financial institutions. Previous studies have highlighted the growing importance of integrating 

sustainability into financial reporting (Khan, 2020; Al-Majali, 2019). Green accounting, as a 

tool for measuring environmental costs and impacts, complements the ethical framework of 

Islamic finance, which promotes social justice, environmental preservation, and the welfare of 

society (Hamdan & Hossain, 2018). The alignment between green accounting and Islamic 

principles is essential for achieving the goals of maqasid al-shariah, which emphasizes the 

protection of the environment as part of broader human well-being (Zayed, 2020). This is 

consistent with the work of Ahmad (2018), who argued that Islamic finance’s focus on ethical 

investments and sustainable growth naturally aligns with green accounting initiatives. 

Moreover, studies by Hasan & Zulkifli (2017) affirm that adopting green accounting practices 

helps Islamic financial institutions maintain Shariah compliance while fulfilling their social 

responsibility toward environmental sustainability. This view is supported by Nawawi et al. 

(2020), who suggest that green accounting provides a systematic approach to integrating 

environmental concerns with financial decision-making, reflecting Islamic financial ethics. 

However, despite this alignment, there is a gap in the existing literature regarding the 

standardized framework for green accounting in the context of Islamic finance (Ibrahim & 

Kamil, 2021). Green accounting practices, when fully aligned with Shariah, can enhance the 

transparency of environmental disclosures, as demonstrated by studies such as those by Al-

Fayoumi et al. (2019) and Zohdy (2020), which emphasized the role of transparency in gaining 

trust from stakeholders. On the other hand, the challenges of implementing such practices, as 

discussed by El-Masry et al. (2020), lie in the absence of specific guidelines that integrate 

Islamic values with green accounting standards. This gap reflects the need for further research 

to bridge the disconnect between theoretical frameworks and practical applications in the field 

(Islam & Rahman, 2019). According to Khaled & Ahmed (2021), the successful integration of 

green accounting with Islamic values can position Islamic financial institutions as leaders in 

sustainable finance, with potential for greater market share in socially responsible investments. 

Furthermore, this alignment not only improves financial transparency but also strengthens the 

role of Islamic finance in promoting a sustainable global economy (Mohammed et al., 2019). 

The findings of this study resonate with those of Shahin & Hossain (2020), who concluded that 

green accounting can be a transformative tool in fostering ethical financial practices, thereby 

benefiting both the environment and society. 

The impact of green accounting on financial transparency has garnered significant 

attention in recent studies, with research showing that integrating environmental considerations 

into financial reporting improves the clarity of an institution's sustainability practices (Alam & 

Sadiq, 2020). In line with the findings of this study, green accounting practices enhance 

financial transparency by disclosing environmental costs and impacts, allowing stakeholders 

to evaluate an organization’s commitment to sustainable development (Al-Fayoumi et al., 

2019). Several scholars, including Othman et al. (2018), assert that environmental disclosures 

can increase the level of accountability and trust between financial institutions and their 

stakeholders, aligning with the findings of this research. Previous literature emphasizes that 

green accounting not only improves transparency but also contributes to the legitimacy of 

financial institutions in the eyes of investors and the public (Ahmed et al., 2020). In particular, 

research by Hasan & Zulkifli (2017) supports the idea that transparent environmental reporting 

promotes better decision-making by investors, ensuring that they are fully aware of the 

sustainability practices of financial institutions. This is consistent with the work of Khan 
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(2020), who highlighted that the adoption of green accounting practices is a critical driver of 

stakeholder confidence, especially in a market that increasingly values ethical and sustainable 

investments. Furthermore, green accounting enhances transparency by ensuring that financial 

statements reflect a more holistic view of an institution’s performance, encompassing both 

financial and environmental factors (Zayed, 2020). While this study confirms the positive 

impact of green accounting on transparency, some scholars argue that a lack of standardized 

reporting guidelines can limit the effectiveness of such disclosures (Ibrahim & Kamil, 2021). 

The absence of clear frameworks to guide environmental reporting leads to discrepancies in 

the quality and comparability of disclosures across institutions, as noted by El-Masry et al. 

(2020). However, research by Al-Majali (2019) suggests that green accounting can still 

significantly improve transparency by fostering a culture of openness and ethical financial 

reporting. Additionally, the study's findings align with the argument put forth by Mohammed 

et al. (2019), who emphasized that transparent environmental disclosures can act as a 

competitive advantage, attracting socially responsible investors who prioritize sustainability. 

On the other hand, Shahin & Hossain (2020) argue that, despite its potential, the impact of 

green accounting on financial transparency may be limited if institutional practices do not align 

with global environmental standards. In summary, while the positive influence of green 

accounting on financial transparency is evident, its full potential hinges on the development of 

standardized reporting practices and the commitment of institutions to ethical sustainability.  

The implementation of green accounting in financial institutions presents both 

significant challenges and opportunities. One of the primary challenges highlighted by several 

scholars is the lack of standardized frameworks for environmental reporting, which often leads 

to inconsistent application across different organizations (Ibrahim & Kamil, 2021). This 

challenge is compounded by the diverse regulatory environments in different regions, as noted 

by El-Masry et al. (2020), who argue that without a universal set of guidelines, institutions may 

struggle to adopt green accounting practices effectively. In comparison, some researchers 

suggest that the lack of clear reporting standards does not diminish the potential for green 

accounting to enhance sustainability practices, as it remains an essential tool for stakeholder 

transparency (Al-Fayoumi et al., 2019). On the other hand, Othman et al. (2018) highlight that 

the absence of proper frameworks creates opportunities for innovation in reporting 

mechanisms, allowing financial institutions to tailor their environmental disclosures according 

to their specific needs. Additionally, research by Zayed (2020) suggests that financial 

institutions can take a proactive approach by developing internal guidelines, which can serve 

as a competitive advantage in the absence of regulatory directives. Opportunities also arise 

from the increasing awareness and demand for sustainable financial practices, as evidenced by 

studies that show investors are placing greater emphasis on environmental factors when making 

investment decisions (Hasan & Zulkifli, 2017). Furthermore, according to Khan (2020), the 

growing interest in socially responsible investments provides an opportunity for Islamic 

financial institutions to leverage green accounting to attract ethically motivated investors. 

Despite the challenges, some scholars, such as Mohammed et al. (2019), argue that green 

accounting practices can enhance financial transparency, thereby improving organizational 

trust and credibility. However, there is a significant challenge in ensuring that green accounting 

practices are not seen merely as a marketing tool but as a genuine commitment to sustainability, 

as noted by Alam & Sadiq (2020). Moreover, the cost of implementing and maintaining green 

accounting systems can be a deterrent, particularly for smaller institutions that may lack the 

necessary resources, as highlighted by Shahin & Hossain (2020). Nevertheless, the long-term 

benefits, including risk mitigation and improved public image, may offset the initial costs, 

offering a promising opportunity for future growth in sustainable finance (Alam & Sadiq, 

2020). The research also indicates that although institutional capacity and political will are 

critical in overcoming implementation challenges, educational and awareness programs can 
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significantly reduce resistance to change (Ibrahim & Kamil, 2021). Overall, while there are 

evident challenges in implementing green accounting, the opportunities for innovation, 

improved stakeholder relations, and enhanced financial transparency make it a viable strategy 

for future sustainability in financial institutions. 

 

D. CONCLUSION 

The conclusion of this study emphasize the critical role of green accounting in 

enhancing financial transparency within Islamic financial institutions. It has been demonstrated 

that aligning green accounting with Islamic values not only supports environmental 

sustainability but also reinforces the ethical principles that guide Islamic finance. By 

integrating environmental considerations into financial reporting, Islamic financial institutions 

can provide greater transparency to their stakeholders, fostering trust and long-term 

sustainability. Despite challenges such as the lack of standardized frameworks and the 

associated costs, the potential benefits of green accounting, such as improved stakeholder 

relations and risk mitigation, make it a valuable practice. The research also highlights the 

growing opportunity for Islamic financial institutions to innovate in green accounting, which 

can set them apart in a competitive market. Furthermore, there is a clear recognition of the need 

for capacity-building and regulatory support to overcome implementation barriers. As 

environmental awareness and sustainability become increasingly important in the global 

financial landscape, green accounting is positioned to play a pivotal role in the future of Islamic 

finance. The study underscores that green accounting is not just a reporting tool but a strategic 

approach to achieving broader financial and environmental goals. Moving forward, it is 

essential for financial institutions to continue developing frameworks that align with both 

environmental goals and the principles of Islamic finance. In conclusion, the integration of 

green accounting into Islamic financial practices represents a promising pathway toward 

enhancing transparency and sustainability in the financial sector. 
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