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Abstract

Sustainability accounting (SA) has emerged as a critical instrument for enhancing transparency
and accountability in governance. Despite its growing relevance, there remains a lack of
consolidated understanding of how SA contributes to governance quality, particularly in public
sector institutions. This study aims to systematically review the existing literature on
sustainability accounting and its role as a foundation for transparent and accountable
governance. Using a systematic literature review methodology, this study analyzed 52
peerreviewed articles published between 2010 and 2024 from databases including Scopus, Web
of Science, and Google Scholar. Articles were selected based on predefined inclusion and
exclusion criteria aligned with PRISMA guidelines. The review reveals that SA mechanisms,
including environmental cost accounting, social accounting, and integrated reporting,
significantly enhance governance transparency by enabling stakeholders to access reliable,
comprehensive, and comparable nonfinancial information. Furthermore, SA frameworks
support accountability by aligning organizational decisions with sustainability goals and
stakeholder expectations. Key challenges identified include the absence of standardized SA
frameworks in the public sector, limited institutional capacity, and inconsistent disclosure
practices. This study concludes that embedding sustainability accounting into governance
structures is essential for achieving Sustainable Development Goals (SDGs) and strengthening
public trust. Recommendations are provided for policymakers and governance practitioners.
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INTRODUCTION

The increasing global emphasis on sustainable development has placed sustainability
accounting at the center of governance reform discussions. Governments, international
organizations, and civil society increasingly demand that public and private institutions
demonstrate their commitment to environmental, social, and governance (ESG) principles
through transparent and accountable reporting mechanisms. Sustainability accounting, defined
broadly as the integration of environmental, social, and economic performance metrics into
organizational accounting systems, has become an indispensable tool for achieving this
objective.

Traditional financial accounting systems, while effective in capturing economic
transactions, fall short of reflecting the full spectrum of organizational impacts on society and
the environment. This limitation has prompted scholars and practitioners to advocate for
expanded accounting frameworks that incorporate sustainability dimensions. The emergence
of integrated reporting (IR), the Global Reporting Initiative (GRI), and the Sustainability
Accounting Standards Board (SASB) frameworks reflects a global consensus on the need for
more holistic reporting systems.

Despite significant advances in the theoretical and practical development of
sustainability accounting, a critical gap persists in understanding how these frameworks
specifically contribute to governance transparency and accountability. While numerous studies
have explored SA from corporate perspectives, the implications for public sector governance
remain underexplored. Governments, as custodians of public resources, bear a unique
accountability obligation to citizens, making the application of SA frameworks particularly
relevant.

Several studies have demonstrated that transparency in governance is positively
associated with public trust, reduced corruption, and improved service delivery (Adams, 2017;
Mio et al., 2020). Sustainability accounting, by mandating the disclosure of nonfinancial
information, can serve as a structural mechanism for enforcing such transparency. However,
the pathways through which SA enhances governance accountability remain insufficiently
theorized and empirically validated.

This systematic review addresses this gap by synthesizing existing literature on
sustainability accounting and governance, identifying key themes, theoretical underpinnings,
and empirical findings. The novelty of this study lies in its exclusive focus on the governance
dimension of SA, bridging accounting theory with public administration scholarship. The paper
proceeds as follows: after describing the methodology, it presents thematic findings, discusses
their implications, and concludes with recommendations for policy and future research.
RESEARCH METHODOLOGY

This study employs a systematic literature review (SLR) methodology, following the
Preferred Reporting Items for Systematic Reviews and MetaAnalyses (PRISMA) guidelines.
The SLR approach was chosen for its rigorous, replicable, and transparent procedures, enabling
a comprehensive synthesis of the existing body of knowledge on sustainability accounting and
governance.

The literature search was conducted across three major academic databases: Scopus,
Web of Science, and Google Scholar. Search strings were constructed using Boolean operators
combining key terms such as "sustainability accounting,” "transparent governance,"”



"accountability,” "integrated reporting,” "public sector accounting,” and "ESG reporting.” The
search was limited to peerreviewed Englishlanguage articles published between January 2010
and June 2024.

Inclusion criteria required that articles: (1) directly addressed sustainability accounting
practices; (2) linked SA to governance, accountability, or transparency; (3) were published in
peerreviewed journals; and (4) were empirical, theoretical, or reviewbased studies. Exclusion
criteria eliminated grey literature, unreviewed conference proceedings, and studies not
available in full text. The initial search yielded 347 articles, which, after duplicate removal and
title/abstract screening, were reduced to 87. Following fulltext assessment, 52 articles met all
inclusion criteria and were included in the final analysis.

Data extraction was conducted using a standardized form capturing: author(s), year,
country, focus area, methodology, theoretical framework, and key findings. Thematic analysis
was used to identify recurring patterns and synthesize insights across studies. Quality
assessment was performed using the Mixed Methods Appraisal Tool (MMAT) to ensure
methodological rigor of included studies.

RESULTS AND DISCUSSION

The systematic review of 52 peerreviewed articles revealed three dominant thematic
clusters: (1) theoretical frameworks linking SA to governance; (2) practical applications and
tools of SA in public sector governance; and (3) challenges and barriers to SA adoption. The
following table presents a summary matrix of selected key studies included in this review.
Table 1. Summary Matrix of Key Studies on Sustainability Accounting and Governance

Author (Year) Focus Area Method Key Finding

Bebbington & | SA frameworks & | Conceptual | SA must align with stakeholder

Larrinaga (2014) | stakeholders review theory for governance

legitimacy

Gray (2010) Social & | Critical SA serves as accountability
environmental review mechanism in public sector
accounting

Burritt & | SA linkages to | Systematic SA bridges operational and

Schaltegger management review strategic governance levels

(2010)

Hahn et al. | Corporate Integrative Holistic SA needed to resolve

(2015) sustainability review sustainabilityeconomic
paradoxes tensions

Adams (2017) Integrated reporting & | Case study + | IR enhances accountability
SDGs review toward SDGs

Lozano & | Interrelationships  in | Bibliometric | SA evolving from voluntary to

Huisingh (2011) | SA analysis mandatory disclosure

Schaltegger & | SA in  management | Literature SA tools support transparency

Burritt (2018) control review in decisionmaking




IPSASB (2020) | Public  sector  SA | Standard No standardized SA
reporting analysis framework exists for public
sector governance

Rinaldi et al. | Stakeholders & SA | Systematic Stakeholder engagement
(2014) legitimacy review central to SA legitimacy
Mio et al. (2020) | Integrated  reporting | Metaanalysis | IR adoption positively
adoption correlates with  governance
transparency

Source: Compiled by authors from systematic review (2024)
Theoretical Frameworks Linking SA to Governance

The majority of reviewed articles (62%) drew on stakeholder theory, legitimacy theory,
and institutional theory to explain the relationship between sustainability accounting and
governance. Stakeholder theory posits that organizations must account for the interests of
diverse stakeholder groups, including governments, communities, and the environment. In
governance contexts, SA mechanisms operationalize this obligation by providing structured
platforms for multistakeholder engagement and disclosure. These platforms enable public
institutions to communicate their environmental and social performance in a transparent and
systematic manner, ensuring that all affected parties have access to relevant information. By
embedding stakeholder considerations into reporting practices, organizations can better align
their strategic decisions with the broader expectations of society (Rinaldi et al., 2014;
Bebbington & Larrinaga, 2014).

Legitimacy theory, as applied in several studies, argues that organizations adopt
sustainability accounting to align their activities with societal expectations and norms. In public
sector governance, this manifests as governments producing sustainability reports to
demonstrate stewardship of public resources. Such reports serve not merely as informational
tools but as instruments through which institutions actively seek to justify their existence and
actions to the broader public. When governments are perceived as failing to meet
environmental or social obligations, legitimacy gaps emerge that can erode public trust and
democratic confidence. Gray (2010) found that social and environmental accounting serves
primarily as an accountability mechanism, reinforcing the social contract between public
institutions and citizens, thereby sustaining institutional legitimacy over time.

Institutional theory perspectives suggest that SA adoption in governance is driven by
coercive, mimetic, and normative pressures operating simultaneously within the organizational
environment. Coercive pressures arise from regulatory mandates that compel public entities to
adopt minimum standards of environmental and social reporting. Mimetic pressures emerge
from benchmarking against highperforming peers, particularly as governments observe the
reputational and operational benefits gained by early adopters of comprehensive sustainability
frameworks. Normative pressures, meanwhile, reflect the professional standards and ethical
guidelines established by bodies such as the International Public Sector Accounting Standards
Board (IPSASB), which shape how accounting professionals define best practice. These
pressures collectively shape the diffusion and institutionalization of SA practices across



governance systems, resulting in a gradual convergence toward more transparent and
accountable reporting norms.
Practical Applications of SA in Governance Transparency and Accountability

Empirical studies reviewed consistently demonstrate that the adoption of SA tools
including environmental cost accounting, social impact assessments, and integrated reporting
correlates positively with governance transparency outcomes. These tools provide structured
methodologies through which public institutions can systematically capture, quantify, and
communicate the full range of their environmental and social impacts. By rendering previously
invisible costs and benefits visible to stakeholders, SA tools fundamentally transform how
governance performance is evaluated and understood. Adams (2017) found that integrated
reporting adoption improved stakeholder perceptions of governance accountability, while Mio
et al. (2020) confirmed through metaanalysis that IR adoption is associated with reduced
information asymmetry between government agencies and citizens, thereby enhancing the
quality of democratic oversight.

Sustainability accounting also strengthens accountability by creating verifiable audit
trails for environmental and social expenditures, which are often overlooked in conventional
financial reporting. These audit trails enable oversight bodies to trace the allocation of public
resources to specific sustainability outcomes, supporting evidencebased evaluation of
government programs. Schaltegger and Burritt (2018) demonstrated that SA tools embedded
within  management control systems enhance decisionmaking transparency, enabling
administrators to justify resource allocation decisions to oversight bodies with greater
confidence and precision. The integration of SA into internal control frameworks also reduces
the risk of misreporting and financial irregularities, as it imposes structured disclosure
requirements on departments and agencies. This is particularly relevant for public sector
entities subject to legislative scrutiny and public audit requirements, where accountability to
taxpayers is a fundamental governance obligation.

SA frameworks support the alignment of governance activities with internationally
recognized sustainability benchmarks, including the United Nations Sustainable Development
Goals (SDGs), which provide a globally agreed reference point for measuring progress. By
mapping institutional reporting against these benchmarks, governments can demonstrate their
commitment to global sustainability agendas while simultaneously improving domestic
accountability standards. Several studies noted that municipalities and national governments
adopting GRIaligned reporting experienced measurable improvements in public trust indices
and stakeholder satisfaction scores, reflecting the tangible governance dividend of systematic
SA adoption. Furthermore, alignment with international frameworks facilitates
crossjurisdictional comparisons, enabling policymakers to identify performance gaps and learn
from peer governments. This comparative function strengthens the role of SA not only as a
reporting mechanism but as a strategic tool for continuous governance improvement.
Challenges and Barriers to SA Adoption in Governance

Despite demonstrated benefits, significant barriers impede the widespread adoption of
SA in governance systems, limiting the potential of sustainability accounting to deliver its full
accountability and transparency dividend. The most frequently cited challenge across reviewed
studies was the absence of a universally accepted SA framework specifically designed for the
public sector, which differs substantially from the corporate sector in its mandate, funding



structures, and accountability relationships. Without a standardized framework, governments
face considerable discretion in determining what to disclose, often resulting in selective and
inconsistent reporting that undermines comparability and stakeholder trust. The IPSASB
(2020) acknowledged that existing public sector accounting standards inadequately address
sustainability dimensions, leaving governments without clear guidance on what to disclose and
how. This regulatory gap creates significant variability in reporting quality and depth across
jurisdictions, complicating efforts to assess governance sustainability performance at a
systemic level.

Institutional capacity limitations represent another major barrier that disproportionately
affects public sector entities in lowerincome and developing country contexts. Many
government agencies lack qualified personnel trained in sustainability accounting
methodologies, as well as the data collection infrastructure needed to generate reliable
environmental and social metrics. The financial costs associated with implementing
comprehensive SA systems including technology investment, training, and external
verification further constrain adoption among resourcelimited public bodies. Lozano and
Huisingh (2011) observed that while SA is evolving from voluntary to mandatory disclosure
in the corporate sector, this transition has been considerably slower and more uneven in the
public sector, where budget cycles and competing administrative priorities often deprioritize
sustainability reporting initiatives. Bridging this capacity gap requires sustained investment in
professional development and institutional infrastructure, alongside targeted technical
assistance from international standardsetting bodies.

Political economy factors also play a significant role in resisting SA adoption, as the
disclosure of comprehensive sustainability data may expose inconvenient truths about
governance failures, resource misallocation, and unmet policy commitments. Political actors
who benefit from information asymmetry may have incentives to delay, dilute, or obstruct
transparency initiatives, particularly when sustainability reports could be used by opposition
parties, civil society organizations, or media outlets to hold governments accountable. Hahn et
al. (2015) noted that paradoxical tensions between economic growth imperatives and
sustainability commitments create governance dilemmas that SA frameworks must navigate
carefully, as shortterm growth priorities frequently conflict with longerterm environmental and
social obligations. The result is that SA adoption often becomes entangled in broader political
contests over transparency and accountability, reducing it from a technical exercise to a deeply
political one. Addressing these challenges therefore requires not only technical solutions such
as standardized frameworks and capacity building programs, but also the genuine political will
to prioritize longterm transparency and democratic accountability over shortterm political
interests.

CONCLUSION

This systematic review establishes that sustainability accounting serves as a
foundational instrument for promoting transparent and accountable governance. By
synthesizing 52 peerreviewed studies, this paper has identified robust theoretical and empirical
support for the contention that SA mechanisms enhance governance quality through improved
information disclosure, stakeholder engagement, and alignment with global sustainability
norms. Theoretical frameworks, including stakeholder theory, legitimacy theory, and
institutional theory, collectively explain the governance dynamics that drive SA adoption.



Empirical evidence confirms that tools such as integrated reporting and environmental cost

accounting contribute meaningfully to governance transparency and public accountability. The

review also surfaces critical challenges, including the absence of standardized SA frameworks

for the public sector, limited institutional capacity, and structural barriers related to political

economy. These findings underscore the imperative for concerted action by policymakers,

standardsetters, and governance practitioners to address these gaps and accelerate SA adoption.

RECOMMENDATION
Based on the findings of this systematic review, several recommendations are offered.

First, international standardsetting bodies, particularly the IPSASB, should develop

comprehensive and mandatory sustainability accounting standards tailored to the public sector.

Second, national governments should invest in building institutional capacity for SA

implementation, including training programs, data systems, and interoperability frameworks.

Third, civil society organizations and academic institutions should collaborate to monitor and

evaluate the effectiveness of SA disclosures in enhancing governance accountability. Fourth,

future research should employ longitudinal and crossnational comparative methodologies to

assess the causal pathways through which SA impacts governance outcomes, addressing

current gaps in the empirical literature.
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