
4651  

COSTING: Journal of Economic, Business and Accounting 

Volume 7 Nomor 5, Tahun 2024 

e-ISSN: 2597-5234 

INTEGRATING ESG METRICS INTO TRADITIONAL ACCOUNTING SYSTEMS: 

A FRAMEWORK FOR FUTURE PRACTICE 

 

INTEGRASI METODE ESG KE DALAM SISTEM AKUNTANSI TRADISIONAL: 

KERANGKA UNTUK PRAKTIK MASA DEPAN 

 

Ia Kurnia1, Ari Purwanti2, Loso Judijanto3, Aspiati A. Samiun4, Dian Saripujiana5 

1Universitas Muhammadiyah Bandung 
2Universitas Dian Nusantara 

3IPOSS Jakarta 
4Universitas Muhammadiyah Maluku Utara 

5Universitas Balikpapan 

Email: iakurnia@umbandung.ac.id1, ari.purwanti@undira.ac.id2, 

losojudijantobumn@gmail.com3, aspiatysamiun1979@gmail.com4, 

diansaripujiana@unibabpn.ac.id5 

 
ABSTRACT 

The integration of Environmental, Social, and Governance (ESG) metrics into traditional accounting systems 

has emerged as a critical area of focus for modern businesses aiming to balance financial performance with 

sustainable and ethical practices. This paper provides a comprehensive literature review on the evolution of 

ESG metrics and their relevance in accounting frameworks. Through the analysis of recent studies, it explores 

the challenges and opportunities associated with incorporating ESG factors into conventional accounting 

systems, including the impact on financial reporting, stakeholder engagement, and regulatory compliance. 

The review highlights key frameworks that have been proposed for integrating ESG into financial disclosures, 

such as the Global Reporting Initiative (GRI) and the Sustainability Accounting Standards Board (SASB). 

Furthermore, it examines how ESG integration can enhance corporate transparency, improve risk 

management, and align with long-term strategic goals. The paper concludes by proposing a framework for the 

future practice of ESG integration in accounting, outlining key areas for further research and development. 
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ABSTRAK 

Integrasi metrik Lingkungan, Sosial, dan Tata Kelola (ESG) ke dalam sistem akuntansi tradisional telah 

menjadi fokus penting bagi perusahaan modern yang berupaya menyeimbangkan kinerja keuangan dengan 

praktik berkelanjutan dan etis. Artikel ini menyajikan tinjauan literatur yang komprehensif mengenai evolusi 

metrik ESG dan relevansinya dalam kerangka akuntansi. Melalui analisis studi terbaru, artikel ini 

mengeksplorasi tantangan dan peluang yang terkait dengan penggabungan faktor ESG ke dalam sistem 

akuntansi konvensional, termasuk dampaknya terhadap pelaporan keuangan, keterlibatan pemangku 

kepentingan, dan kepatuhan terhadap peraturan. Tinjauan ini menyoroti kerangka kerja utama yang telah 

diusulkan untuk mengintegrasikan ESG ke dalam pengungkapan keuangan, seperti Global Reporting Initiative 

(GRI) dan Sustainability Accounting Standards Board (SASB). Selain itu, artikel ini juga membahas 

bagaimana integrasi ESG dapat meningkatkan transparansi perusahaan, memperbaiki manajemen risiko, dan 

selaras dengan tujuan strategis jangka panjang. Artikel ini diakhiri dengan mengusulkan kerangka kerja untuk 

praktik integrasi ESG di masa depan, serta mengidentifikasi area kunci untuk penelitian dan pengembangan 

lebih lanjut. 

Kata Kunci: integrasi ESG, sistem akuntansi tradisional, pelaporan keberlanjutan 
 

INTRODUCTION 

In recent years, the demand for 

sustainable business practices has grown 

significantly, driven by heightened 

awareness of environmental 

degradation, social inequality, and 

governance failures. As a result, 

Environmental, Social, and Governance 

(ESG) metrics have become integral to 

evaluating corporate performance beyond 

financial metrics alone. ESG factors 

encompass a company's impact on the 

environment, its social responsibilities, and 

its internal governance structures, 

providing a holistic view of corporate 

sustainability. Integrating these non-

financial metrics into traditional 

accounting systems has the potential to 
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reshape how businesses operate and 

report their performanceizations 

recognize the importance of ESG, 

integrating these metrics into 

conventional accounting systems 

remains a challenge (Sun et al., 2024). 

Traditional accounting 

frameworks have primarily focused on 

financial information, with an emphasis 

on profit maximization, cost efficiency, 

and shareholder value. However, this 

approach often overlooks the long-term 

risks and opportunities associated with 

environmental and social factors. As 

investors anders increasingly prioritize 

sustainability, there is growing pressure 

on companies to adopt reporting 

practices that reflect both financial and 

ESG performance (Ferri et al., 2023). 

This shift has led to the development of 

frameworks such as the Global 

Reporting Initiative (GRI) and the 

Sustainability Accounting Standards 

Board (SASB), which aim to standardize 

ESG reporting practices. 

Despite the developmens, several 

challenges remain in aligning ESG 

metrics with traditional accounting 

systems. One of the key challenges is the 

lack of standardization in how ESG data 

is collected, measured, and reported 

(Bezerra et al., 2024). Different 

industries and regions may have varying 

definitions of ESG factors, leading to 

inconsistent reporting across companies. 

Additionally, integrating non-financial 

ESo financial statements requires 

accountants to rethink conventional 

accounting principles, such as 

materiality and comparability, which are 

often based on financial outcomes. This 

lack of uniformity presents a barrier to 

fullto existing accounting systems. 

Furthermore, the integration of 

ESG into accounting also raises 

questions about the accuracy and 

reliability of ESG data. Unlike financial 

data, which follows standardized 

accounting rules, ESG data is often 

subjective and qualitative. This raises 

concerns about how to ensure the 

credibility of ESG disclosures, 

especially in industries where 

environmental and social impacts are 

difficult to quantify. As companies face 

increased scrutiny from investors, 

regulators, andthat ESG data is reliable and 

auditable will be crucial for its integration 

into financial reporting (Almubarak et al., 

2023). 

Incorporating ESG metrics into 

accounting systems also offers significant 

benefits. Byrs, companies can provide a 

more comprehensive view of their risk 

management practices and long-term 

sustainability strategies. Research shows 

that firms with strong ESG performance 

are more likely to attract investment, 

enhance their rand improve overall 

stakeholder engagement (Li et al., 2023). 

Moreover, companies that successfully 

integrate ESG into their accounting 

systems can identify new business 

opportunits reducing energy costs or 

improving employee productivity through 

better social policies. 

This paper aims to provide a 

framework for integrating ESG metrics 

into traditional accounting systems by 

reviewing the existieporting practices and 

identifying key challenges and 

opportunities. The proposed framework 

will outline the steps companies can take to 

ensure that ESG factors are effectively 

incorporated into their accounting systems, 

ultimately leading to improved corporate 

transparency, better decision-making, and 

enhanced long-term value creation. 

 

METHOD 

This study employs a literature 

review methodology to explore the 

integration of Environmental, Social, and 

Governance (ESG) metrics into traditional 

accounting systems. A comprehensive 

review of academic papers, industry 

reports, and frameworks published from 

2020 onwards was conducted to identify 

the latest developments, challenges, and 

opportunities in ESG accounting. Key 

databases such as Scopus, Web of Science, 

and Google Scholar were utilized to gather 

peer-reviewed articles, while industry-

specific reports from organizations like the 
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Global Reporting Initiative (GRI) and 

the Sustainability Accounting Standards 

Board (SASB) were also considered. 

This approach allows for a thorough 

understanding of current trends and the 

identification of best practices in ESG 

integration. The review focuses on 

studies that highlight both the technical 

and practical aspects of incorporating 

ESG metrics, particularly those 

published within the last three years. 

The selected literature was 

categorized based on themes such as 

standardization of ESG reporting, 

regulatory frameworks, the role of 

technology in ESG data integration, and 

the impact of ESG on financial 

performance. Articles addressing sector-

specific challenges were included to 

provide a broad perspective on how 

different industries manage ESG 

reporting. The findings from the 

literature were analyzed to propose a 

framework that aligns with traditional 

accounting practices while 

accommodating ESG metrics. The 

review also draws on the evolving role of 

accounting professionals in navigating 

the complexities of ESG reporting, as 

highlighted in recent studies. 

RESULT AND DISCUSSION 

Increasing Importance of ESG in 

Corporate Reporting 

The growing demand for 

transparency in corporate 

sustainability has significantly 

elevated the importance of 

Environmental, Social, and 

Governance (ESG) factors in business 

reporting. Investors, consumers, and 

regulatory bodies are increasingly 

scrutinizing how companies manage 

ESG risks and opportunities. Recent 

studies suggest that integrating ESG 

metrics into financial disclosures not 

only improves a company’s reputation 

but also strengthens investor 

confidence by providing insights into 

long-term sustainability strategies. For 

example, firms with strong ESG 

performance are seen as less risky and 

more likely to succeed in the long run, 

thereby attracting more investment (Liu 

& Xie, 2024). Moreover, as societal 

expectations around corporate 

responsibility evolve, companies that fail 

to address ESG issues may face 

reputational risks and decreased 

shareholder value. 

Recent regulatory developments in 

several countries are driving the 

integration of ESG into traditional 

accounting systems. For instance, the 

European Union's Corporate 

Sustainability Reporting Directive 

(CSRD) and the U.S. Securities and 

Exchange Commission’s (SEC) 

proposals for mandatory ESG disclosure 

reflect the global push for standardized 

sustainability reporting. These 

regulations compel businesses to adopt 

more rigorous reporting practices, 

enhancing the comparability and 

transparency of ESG data across 

industries. As a result, companies must 

develop new strategies to ensure their 

ESG data aligns with regulatory 

requirements and investor expectations 

(Solaimani, 2024). 

Incorporating ESG metrics into 

corporate reporting also allows 

businesses to identify emerging trends 

and align their operations with global 

sustainability goals (Binh & Lee, 2024). 

For example, companies can assess their 

environmental impact in line with the 

Paris Agreement's climate targets, 

positioning themselves as leaders in the 

transition to a low-carbon economy. This 

proactive approach not only improves 

stakeholder engagement but also 

prepares companies for future regulatory 

shifts and market demands. 

 

Challenges in Standardizing ESG 

Reporting 

Despite the growing emphasis on 

ESG, the lack of standardized 

frameworks remains one of the most 

significant challenges in integrating ESG 

metrics into accounting systems (Chopra 

et al., 2024). ESG reporting frameworks, 

such as the Global Reporting Initiative 
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(GRI) and the Sustainability 

Accounting Standards Board (SASB), 

offer guidance on what to report, but 

discrepancies in methodologies, 

definitions, and metrics between 

frameworks hinder comparability 

across industries and regions 

(Diantaris, 2024). Studies have shown 

that inconsistent ESG disclosures 

make it difficult for investors to 

evaluate the ESG performance of 

companies, leading to confusion and a 

lack of trust in ESG data. 

Another key challenge in 

standardization arises from sector-

specific differences. Certain 

industries, such as manufacturing and 

energy, may place more emphasis on 

environmental metrics, while others, 

like technology or finance, may 

prioritize governance and social 

aspects. The absence of a one-size-fits-

all framework complicates efforts to 

create universally applicable ESG 

reporting standards (Helfaya et al., 

2023). For instance, while the GRI 

focuses on a broad spectrum of 

sustainability issues, the SASB is more 

concerned with materiality and sector-

specific guidelines, which can lead to 

divergent reporting practices even 

among companies within the same 

industry. 

Efforts to harmonize ESG 

reporting standards are underway, 

with initiatives such as the 

International Financial Reporting 

Standards (IFRS) Foundation’s 

development of a global ESG 

reporting framework through the 

International Sustainability Standards 

Board (ISSB) (Duran & Tierney, 

2023). These efforts are crucial for 

establishing clear, consistent, and 

comparable ESG reporting practices 

that meet the needs of various 

stakeholders, including investors, 

regulators, and civil society. However, 

achieving global consensus on 

standardized ESG metrics will require 

collaboration across industries, 

regions, and regulatory bodies. 

 

Integration of ESG Metrics with 

Traditional Accounting Systems 

Integrating ESG metrics into 

traditional accounting systems presents 

technical and conceptual challenges for 

businesses (Clément et al. 2022). One of 

the primary hurdles is the need to 

reconcile non-financial ESG data with 

financial accounting principles such as 

materiality, comparability, and 

auditability. Traditional financial 

reporting focuses on quantitative data, 

whereas many ESG metrics—especially 

those related to social and governance 

factors—are qualitative or subjective. 

This disparity necessitates the 

development of new methodologies for 

quantifying and integrating ESG factors 

into financial statements (Suhardjo et al., 

2024). 

Several companies have begun to 

integrate ESG data into their financial 

reporting through the use of specialized 

software and analytical tools that 

streamline data collection and analysis 

(Bogdan et al., 2023). These tools enable 

organizations to assess the materiality of 

ESG factors and align them with 

financial reporting requirements. For 

example, some companies use carbon 

accounting software to calculate and 

report greenhouse gas emissions, 

providing a clearer picture of their 

environmental footprint in financial 

terms. By embedding ESG metrics into 

their accounting processes, companies 

can better manage sustainability risks 

and identify opportunities for cost 

savings and operational efficiency 

(Zaporowska & Szczepański, 2024). 

The role of accounting 

professionals is also evolving in 

response to ESG integration. 

Accountants now need to acquire new 

skills related to sustainability reporting 

and ESG data management. This shift 

has led to increased collaboration 

between finance teams, sustainability 

experts, and IT departments to ensure 

that ESG metrics are accurately 

captured, reported, and audited. As more 
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companies adopt integrated reporting, 

the traditional boundaries between 

financial and non-financial reporting 

are becoming increasingly blurred. 

 

ESG and Corporate Performance: 

Empirical Evidence 

Empirical studies suggest that 

integrating ESG metrics into business 

practices can positively impact 

corporate performance. Companies 

with robust ESG strategies tend to 

experience enhanced financial 

performance, improved risk 

management, and greater investor 

confidence. Research has found a 

positive correlation between strong 

ESG performance and stock price 

resilience during periods of market 

volatility, as companies with 

sustainable business models are better 

positioned to manage risks (Wang et 

al., 2023). 

One key area where ESG 

integration contributes to corporate 

performance is risk management. By 

identifying and mitigating ESG-

related risks, such as environmental 

liabilities or social unrest, companies 

can avoid costly disruptions and legal 

challenges. For example, firms with 

strong governance practices, including 

transparent board structures and 

ethical business conduct, are less 

likely to experience fraud or 

regulatory violations. These 

governance factors, combined with 

environmental and social initiatives, 

help companies build long-term 

resilience against market shocks and 

regulatory changes (Xu et al., 2024). 

Furthermore, ESG integration is 

linked to better stakeholder relations, 

which can enhance brand loyalty and 

corporate reputation. Companies that 

actively engage with communities and 

prioritize ethical labor practices often 

benefit from increased customer 

loyalty and employee satisfaction. As 

a result, these companies tend to 

outperform their peers in terms of 

profitability and growth. The growing 

body of empirical evidence supporting 

the financial benefits of ESG integration 

underscores the importance of 

incorporating these metrics into 

traditional accounting systems. 

 

Future Directions for ESG Integration 

in Accounting 

The future of ESG integration into 

traditional accounting systems will likely 

involve further innovation in technology 

and data analytics. Advances in big data, 

artificial intelligence (AI), and 

blockchain are already transforming the 

way companies collect, analyze, and 

report ESG data. These technologies 

enable real-time tracking of ESG metrics 

and improve the accuracy and reliability 

of sustainability reporting. For example, 

blockchain can be used to verify the 

authenticity of ESG data, ensuring 

transparency and accountability in 

corporate disclosures. 

As the demand for ESG data 

grows, there will be increased pressure 

on businesses to not only report their 

sustainability performance but also 

demonstrate measurable progress toward 

sustainability goals. This shift will 

require companies to adopt more 

rigorous ESG measurement tools and 

align their reporting with global 

sustainability frameworks, such as the 

United Nations Sustainable 

Development Goals (SDGs). The ability 

to accurately track and report ESG 

metrics will become a key differentiator 

for companies seeking to attract 

investors and customers in a rapidly 

evolving market (Lavin et al., 2021). 

Additionally, the integration of 

ESG into accounting systems will 

necessitate a cultural shift within 

organizations. As sustainability becomes 

a central part of corporate strategy, 

accounting professionals will play a 

crucial role in bridging the gap between 

financial and non-financial reporting. 

Ongoing education and training will be 

essential for accountants to develop the 

skills needed to navigate the 

complexities of ESG data and reporting. 
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The continued evolution of ESG 

reporting practices will shape the 

future of accounting and redefine the 

role of accountants in the global 

economy (Comoli et al., 2023). 

CONCLUSION 

The integration of Environmental, 

Social, and Governance (ESG) metrics 

into traditional accounting systems 

represents a transformative shift in 

corporate reporting. As businesses face 

increasing pressure from investors, 

regulators, and society to demonstrate 

sustainable practices, the importance of 

ESG in corporate strategy has never been 

more evident. This paper highlights the 

growing significance of ESG metrics in 

fostering transparency, improving risk 

management, and enhancing corporate 

performance. The literature reviewed 

underscores the need for standardized 

reporting frameworks to ensure 

consistency and comparability across 

industries. By aligning ESG metrics with 

financial data, companies can provide 

stakeholders with a more holistic view of 

their sustainability efforts and long-term 

value creation. 

However, the journey toward fully 

integrated ESG accounting is not without 

challenges. As discussed, the lack of 

global standardization and sector-

specific differences in ESG priorities 

hinder the comparability of ESG 

disclosures. Moreover, the technical 

complexity of integrating non-financial 

ESG data into traditional financial 

systems poses significant barriers for 

businesses, requiring new 

methodologies and tools. Despite these 

challenges, recent technological 

advancements, such as big data analytics 

and blockchain, offer promising 

solutions to improve the accuracy, 

reliability, and transparency of ESG 

reporting. These innovations will be 

crucial as businesses strive to meet the 

growing demand for credible and 

comparable ESG data. 

 

Looking forward, the role of 

accounting professionals will continue to 

evolve as ESG becomes a core component 

of financial reporting. Accountants must 

develop new skills in sustainability 

reporting and collaborate with 

sustainability experts to navigate the 

complexities of ESG data integration. As 

more companies adopt integrated reporting 

practices, the boundaries between financial 

and non-financial reporting will continue 

to blur, creating new opportunities for 

businesses to demonstrate their 

commitment to sustainability. Ultimately, 

the successful integration of ESG metrics 

into traditional accounting systems will not 

only benefit companies by enhancing 

corporate performance but also contribute 

to global sustainability goals, positioning 

businesses as leaders in the transition to a 

more sustainable economy. 
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