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ABSTRACT 

Sustainability reporting has gained global attention in recent times. This is in view of 

the fact that activities of companies impact positively or negatively on the environment 

on one hand, while the effect of the environment on the companies could either be to 

their advantage or disadvantage. This study attempts to explore literature on the 

concept, development, concerns and importance of environmental accounting. It went 

further to review the perception and the challenges of implementing environmental 

accounting in Nigeria. The data for the study were obtained through questionnaires 

which were administered on randomly selected accountants. The analysis of the data 

was done through simple percentages. It was found thatmajority of preparers of 

financial statement do not have sufficient awareness of environmental accounting. It 

was also discovered thatenvironmental accounting reports are reflected scantily in the 

annual reports of companies. Moreover,most companies disclose information on 

environmental accounting in a manner suitable to them. The study recommends 

amongst others that appropriate legislation be instituted to guide in the presentation of 

environmental information in the annual reports of companies.      
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INTRODUCTION 

The drive towards satisfactory reporting 

of information in annual reports of 

companies is a continuous process. This 

is viewed from the fact that business is 

dynamic and continues to change from 

time to time due to the nature of 

competition and advancement in 

technology. The complex business 

environment makes it imperative for 

increased demand for information 

regarding the activities of the 

organisation. The users of financial 

report continuously demand more 

information that will enable them take 

informed decision about the firm. This 

increased demand for additional 

information has led the preparers of 

financial statement to devise ways of 

satisfying the yearnings of the users of 

the financial report. Thus in recent 

times, there have been initiatives on 

areas of items to be disclosed in the 

financial statement.This initiative comes 

in areas of disclosures of non-financial 

information which are considered 

relevant to the long term survival of the 

business. 

The regulators and other stakeholders 

have emphasized disclosure of 

information in areas such as 

environment, governance, human 

factors and others. Of particular concern 

is the environmental information. 

Businesses do not operate in isolation, 

they receive input from the environment 

and in turn give back output to the 

environment. The input received include 

raw materials, manpower, operating 

environment, natural resources such as 

weather and industrial harmony; and 

give out finished product, waste and so 

on. This interaction with the 

environment influences the business 

and also the business in turn influences 

the environment. According to [1] 

business activities influence 

environment either positively or 

negatively, on the other hand the 

contribution of the environment to firm 

could either be to the advantage or 

disadvantage of the business.  

Thus for annual report of companies to 

be complete, relevant and useful to the 

intending users, it has to contain 

information about the interaction of the 
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business with the environment. 

Realizing the impact of the environment 

on the sustainability of the business, the 

users will rely heavily on such 

information for their decision making. 

The investors in particular are most of 

the times interested in the ability of the 

business to sustain its activities in the 

foreseeable future. Accordingly, [2] 

argued that associating the organisation 

with environmental issues, viewing from 

the perspectives of external groups, 

such as investors and regulators may 

encourage disclosure of environmental 

information. 

The general perception regarding the 

responsibility of directors of companies 

towards the stakeholders who had 

invested their capital in the business 

has been to maximise their return by 

way of dividends and capital growth. 

This is what is commonly referred to as 

wealth maximisation. In recent times 

this position has come under serious 

scrutiny. Thus there have been moves to 

have companies expand their 

responsibility base to include their 

contributions to the replenishment of 

the environment in which the business 

operates.The impetus for this initiative 

is that of ensuring the long term 

sustainability of the business. Moreover, 

industrial harmony occasioned by good 

corporate social responsibility creates 

the harmonious environment for the 

business to thrive. To this extent 

investors increasingly require that 

companies pursue environmental 

accounting strategies that reduce the 

damage caused to the environment 

while increasing or at least not 

decreasing shareholders’ value [3].  

As far back as 1975, there have been 

various initiatives such as proposing the 

disclosure of additional information, 

including employment and value added 

reports [4]. External corporate reporting 

has been evolving from the simple 

financial reporting of profits and losses, 

assets and liabilities to, for instance the 

inclusion of information on governance 

(such as disclosure of directors’ 

remuneration), as well as non-financial 

information such as environmental and 

social policies.  

The growing concern led to so many 

studies and formulation of policies on 

environmental sustainability reporting. 

The major concern of the promoters of 

this very important area of interest is to 

ensure that financial reports cover the 

extent to which activities of 

organisations would affect the 

environment in which it operates and in 

turn how the environment affects the 

organisation. This is in view of the fact 

that organisations receive input (in form 

of raw materials, labour and others) 

from the environment; and at the same 

time, the organisation gives out output 

(in form of finished products, waste and 

others) back to the environment. Thus 

the need for companies to be sensitive 

to environmental concern of 

stakeholders came as result of pressures 

from a variety of stakeholders ranging 

from government, local communities 

and from environmental groups to 

individual consumers and investors.For 

instance the pressures came from the 

national legislation such as UK 

Companies Act of 2006 making it 

mandatory for business review to 

include environmental matters 

(including the impact of the company’s 

business on the environment). 

Companies are now expected to act 

responsibly in their relationship with 

other stakeholders who have legitimate 

interest in the business [5].  

In highly industrialised societies, there 

is increasing pressure on businesses to 

acknowledge their responsibility 

towards the environment and to assess 

the impact of their activities on the 

communities in which they are based. 

An assessment of the policies on such 

matters as pollution, wildlife protection 

and employment of minorities can be 

carried out to see whether the business 

is being a good ‘corporate citizen’ [6].    

The environmental accounting started 

receiving attention during the energy 

crisis in the 1970s. However, the 1980s 

came with abundant wealth for so many 

countries and this made them to forget 

the issue of environmental accounting 

until 1990s when the activities of 

environmental activists brought 

environmental accounting back into the 

consciousness of both consumers and 

businesses. Gradually, some standards 

for environmental accounting were 

formulated and implemented by 

prominent accounting organisations 

such as the Financial Accounting 

Standard Board (FASB) and the 

Accounting Standards Executive of the 
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American Institute of Certified Public 

Accountants (CPA). In Nigeria, the 

Ministry of Environment issued 

Environmental Accounting Guidelines in 

2002 to regulate the disclosure of 

information about environment in the 

annual reports of companies.  

The benefits derivable from reporting 

the impact of businesses on 

environment also drive the need for the 

ever increasing awareness on 

environmental reporting. Accurate 

accounting of the inflows, outflows and 

storage of energy, materials, and 

information is necessary to understand 

and manage environmental systems at 

all levels of hierarchical organisation. 

This will present the organisations as 

good corporate entities and ultimately 

investors will have confidence in the 

entities. This study therefore is aimed at 

exploring the need for environmental 

accounting, evolution, benefits, 

challenges and the way forward in a 

contemporary setting like Nigeria. It will 

also evaluate the perception and 

practice of environmental accounting by 

preparers of financial statements of 

companies. Nigeria being a nation 

endowed with vast natural resources is 

of concern because the activities of the 

companies making use of these vast 

resources have tremendous impact on 

the environment. The effects of these 

activities come in form of spillage, 

pollution, degradation, deprivation and 

a host of other dangers to the 

environment and host communities. 

Consequently, tracking those effects 

and as well measuring their impacts and 

recognising them in the financial report 

become inevitable. For instance the 

Nigerian economy to a large extent 

depends on oil. However, there have 

been near abandonment of the 

environment in which the oil is 

extracted. This has led to agitations, 

communal restlessness, constant 

disagreement with oil companies and 

other forms of social unrest. All these 

usually result in delayed activities and 

ultimately loss of revenue.In the past, 

environmental costs were always 

subsumed in the overhead costs without 

appropriate labelling. In some instances 

they were outrightly ignored or 

unrecognised. The effect of this was 

that the true costs of transactions were 

not ascertained and consequently the 

true performances vis-s-vis the true 

profits were not adequately 

established.Hence this study is 

intendedto highlight the benefits 

derivable from the practice of 

environmental accountingnot only in 

Nigeria but all over the world. 

Concept of Environmental Accounting 

The concept of environmental 

accounting is relatively new in the 

literature of accounting. However the 

search for accountability with regards to 

activities that bother on environment is 

dated back to so many years ago and 

came to limelight only recently. 

Environmental accounting is concerned 

with the reporting of the impact of 

organisations’ activities on the 

environment.It involves identification, 

measurement and allocation of 

environmental costs, the integration of 

the environmental costs into business 

decisions, and the subsequent 

communication of the information to a 

company’s stakeholders.  

[7] defines environmental management 

accounting as the generation and 

analysis of both financial and non-

financial information in order to 

support internal environmental 

management processes.Environmental 

accounting has also been described as a 

type of accounting that attempts to 

measure both the social and 

environmental impacts of business 

decisions [8]. [9] define environmental 

accounting as the preparation, and 

publication of an account about an 

organisation’s socio-environmental 

conditions, employee, community, 

customers, and other stakeholders 

interactions and activities and, where 

possible, the consequences and 

activities. They further stated that it is 

concerned with the preparation, and 

communication of information related 

to the organisations’ interaction with 

the natural environment. 

Development of Environmental 

Accounting 

Environmental accounting was borne out 

of the desire to have a robust report or 

annual accounts which were not only 

rich in numbers but incorporated results 

of other activities which impacted on 

the business. It all started in the 1970s 

as mere wish but began to gain 

prominence as time grows. [10] 

documents the development of 
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environmental accounting in four 

phases; 

 1970 – 1980: This was the 

beginning of the first research in 

environmental accounting. 

 1981 – 1994: This era witnessed 

various debates regarding the 

role of accounting in the 

disclosure of environmental 

information. This period was 

characterised by increased 

interests of researchers as well as 

managers and accountants 

paying more attention to the 

subject. 

 1995 – 2001: This era witnessed 

the maturity in environmental 

accounting issues, started taking 

environmental accounting 

information into consideration, 

launching of environmental 

audit. This is the period 

described as ‘cornerstone’ of 

environmental accounting. 

Researchers became more 

interested in the subject. 

 2002 – 2010: The guidelines 

regarding the reporting and 

regulation of environmental 

accounting information were 

issued. There was increased 

number and quality of articles in 

the subject.  

On the other hand, [11] documents that 

the evolution of the environment 

accounting is traced to the triple bottom 

line (TBL), the IFAC sustainability 

framework, European Commission, and 

a host of other factors. 

The Triple Bottom Line 

This concept was developed in the 

1990s under which financial, social and 

environmental performance were to be 

reported within an annual report. 

Environmental impacts were identified 

in relation, amongst other things, to 

waste, emission, and energy.  

The IFAC Sustainability Framework 

This framework indicates that the 

successful management of a sustainable 

organisation requires attention on four 

key perspectives which include business 

strategy, internal management, financial 

investors and other stakeholders [12]. 

These include: 

 Business strategy perspective: 

This framework emphasises the 

importance of adopting a 

strategic approach, so that 

sustainable development is a part 

of strategic discussions, 

objectives, goals and targets, and 

is integrated with governance 

and accountability arrangement 

and risk management. 

 Internal management perspective: 

This perspective focuses on how 

organisations can achieve 

relatively simple quick wins to 

improve energy efficiency and 

reduce waste that can help them 

improve environmental 

performance while reducing their 

costs, all in relatively short time. 

 Financial investors’ perspective: 

This framework offers advice on 

both incorporating 

environmental and other 

sustainability issues into 

financial statements in a way that 

supports an organisations’ 

stewardship role and enhanced 

reporting to investors in financial 

reporting, including narrative 

reporting using management 

commentary. 

 Other stakeholders’ perspective: 

This perspective considers an 

evolving part of sustainable 

development that builds on the 

development of stakeholders’ 

relationships to improve 

transparency and non-financial 

reporting against broader 

expectations. 

The ACCA Award Schemes 

This award was instituted to 

commemorate the ten years of progress 

in environmental reporting. The award 

scheme was restructured in 2001 and 

2002 and these schemes have given 

environmental reporting a high profile 

and contributed greatly to the present 

quality of reports. These schemes now 

extend to a number of countries and 

regions. 

International charters and guidelines 

There have been international and 

national summits, charters and 

recommendations issued. Some 

countries have made legislation 

requiring environmental statement from 

environmentally sensitive industries 

either in their financial statement or in 

stand-alone reports and in other 

countries voluntary disclosures are 

proposed. 
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United Nations 

The United Nations established the 

United Nations Environment Programme 

(UNEP) and this body has made 

tremendous impact at raising awareness 

particularly on the ozone layer 

depletion whereby industrialised 

countries ceased production and 

consumption of ozone-layer depletion 

substances in 1996. 

Europe 

The Eco-Management and Audit Scheme 

(EMAS) was adopted by the European 

Council in 1993 which allows voluntary 

participation in an environmental 

management scheme. The aim is to 

engender continuous environmental 

performance improvements of activities 

by committing organisations to evaluate 

and improve their own environmental 

performance. The procedure is for an 

initial environmental review to be 

undertaken and an environmental 

programme and environmental 

management system established for the 

organisation. On completion of the 

initial environmental review and 

subsequent audits, a public 

environmental statement was issued 

which has the following elements: 

 A clear description of the 

organisation, and its activities, 

products and services; 

 The organisation’s environmental 

policy and a brief description of 

the environmental management 

system; 

 The description of the significant 

direct and indirect environmental 

aspects of the organisation and 

an explanation of the nature of 

the impacts as related to these 

aspects; 

 A description of the 

environmental objectives and 

targets in relation to the 

significant environmental 

aspects and impacts; 

 A summary of the organisation’s 

year-by-year environmental 

performance data which may 

include pollution emissions, 

waste generation, consumption 

of raw materials, energy use, 

water management and noise. 

 Other factors regarding 

environmental performance 

including performance against 

legal provisions; and  

 The name and accreditation 

number of the environmental 

verifier, the date of validation 

and deadline for submission of 

the next statement. 

All these were attempts to create 

awareness and encourage those who 

signed the documents to consciously 

incorporate into their reports all 

environmental compliance.  

Concerns of Environmental 

Accounting 

The Student Accountant (2004) in an 

article on environmental management 

accounting raised the following issues 

as fundamental concerns of 

environmental accounting: 

 Incidents such as chemical leak 

and oil spill have significantly 

raised the profile of 

environmental issues. 

 Poor environmental behaviour 

can result in fines, increased 

liability to environmental taxes, 

loss in value of land, destruction 

of brand values, loss of sale, 

consumer boycotts, inability to 

secure finance, loss of insurance 

cover, contingent liabilities, law 

suits, and damage to corporate 

image. This may be very costly in 

the long run. 

 Environmental issues need to be 

managed before they can be 

reported and externally, and so 

changes are needed to 

management accounting systems. 

 Management accounting 

techniques tend to underestimate 

the cost of poor environmental 

behaviour, underestimate the 

benefits of improvement and can 

distort and misrepresent 

environmental issues, leading 

managers to make decisions that 

are bad for business and bad for 

the environment. 

 Most environment accounting 

systems are unable to apportion 

environmental costs to products, 

processes and services and so 

they are simply classed as 

general overheads. Consequently, 

managers are unaware of these 

costs, have no information with 

which to manage them and have 

no incentive to reduce them. 

Environmental management 

accounting, on the other hand, 
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attempts to make all relevant, 

significant costs visible so that 

they can be considered when 

making business decisions. 

 The main areas for application of 

environmental management 

accounting are in the assessment 

of annual environmental 

costs/expenditures, product 

pricing, budgeting, investment 

appraisal, calculating costs and 

savings of environmental 

projects, or setting quantified 

performance targets. 

 Good environmental management 

can be seen as a key component 

of total quality management with 

objectives such as zero waste. 

 Although various classifications 

have been suggested, however 

the most significant problem of 

environmental management 

accounting lies in the absence of 

a clear definition of 

environmental costs. This 

implies that organisations could 

not monitor and control such 

costs. 

These views and others made way 

for financial reporting to embrace 

environmental sustainability. In the 

same vein [13] suggest that the 

performances of companies can be 

improved if they are concerned 

about the environment in the 

following ways: 

 Short term savings can be 

substantial when waste are 

minimized and energy 

efficiency schemes 

introduced. 

 Company with poor 

environmental performances 

may face increased cost of 

capital because investors and 

lenders may demand higher 

risk premium. 

 The company may pay more 

energy and environmental 

taxes. 

 Campaigns from pressure 

groups may affect reputation 

of companies and may attract 

additional costs. 

 Environmental legislation 

may affect the product of the 

company. 

 The cost of processing input 

which becomes waste may 

deplete the company’s 

revenue. 

Benefits of Environmental Accounting 

Extant literature on the relationship 

between environmental accounting and 

performances of organisations is rich 

and is continuously expanding. 

According to guidelines issued by 

Ministry of Environment in 2002, 

environmental accounting enables 

companies to communicate with 

customers, investors, financial 

institutions, local residents, citizens, 

government, Non-Governmental 

Organisations (NGO) on the company’s 

stance on environmental conservation 

and how the company specifically deals 

with environmental issues. It is 

structured to identify measure and 

communicate a company’s activities 

based on its environmental conservation 

cost or economic benefit associated with 

environmental conservation activities, 

the company’s financial performance 

which is expressed in monetary value, 

and its environmental benefits, and 

organisations’ environmental 

performance which is designated in 

physical units. 

Environmental accounting allows 

organisations to take all costs, rather 

than just company expenses, into 

account when making decision. The 

depletion of natural resources involves 

more costs than the ones being reported 

on the faces of financial reports. The 

awareness created by the promoters of 

environmental accounting enables 

firms, individuals, communities and 

groups to learn to keep drinking water 

clean, decrease air pollution and manage 

dwindling natural resources.  Thus 

environmental accounting can be used 

to monitor our use of minerals and 

natural oil. We can also examine the 

costs of water and air pollution, animal 

habitat and farmland needed to produce 

food can also be examined to determine 

the impact of our activities on them. 

The implication of environmental 

accounting is that it will enable 

organisations to substantially reduce 

pollution, protect wildlife habitats and 

save farmland from degradation. 

Environmental accounting can help 

organisations to set product and 

services prices at levels that take into 

accounts the true costs. Thus the 

consumers would have to pay more 
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when the production results in a lot of 

air pollution or whose manufacture 

required the development of 

manufacturing plant facilities on farm 

land. The goal here is to make damaging 

the environment more costly and 

thereby less profitable while increasing 

the awareness about the environmental 

and social impacts of the products we 

produce and consume [14]. 

Environmental accounting at present 

enables records for the environment to 

be kept in terms of physical units such 

as pounds of chemical pollutants 

discharged, miles of degraded streams, 

or the number of endangered species 

present in a given area, while on other 

hand, the accounts of human activities 

are for the most part kept in dollars. 

Neither accounting mechanism is able to 

address the credits and debits of the 

other, thus there is often a gap in the 

scientific assessment of information 

given to managers faced with solving 

complex environmental problems that 

often have social, economic and 

ecological consequences. To keep 

accurate accounts for both the 

environment and the economy, it is 

obvious that we need a system capable 

of expressing the credits and debits 

(costs and benefits) that accrue to each 

in common terms. 

In summary managers use 

environmental accounting to achieve the 

following purposes: 

 To facilitate decisions that 

will reduce or eliminate the 

environmental costs; 

 To track environmental costs 

that may have been ignored 

or overlooked in overhead 

account; 

 To better understand the 

environmental costs and 

performance of procedures 

and products for more 

accurate costing and pricing 

of products; 

 To broaden and improve the 

investment analysis and 

appraisal process to include 

potential environmental 

impacts ; and  

 To support the development 

and operation of an overall 

environmental management 

system. 

[15] document that the purpose of 

environmental accounting is to monitor 

and evaluate the status of 

environmental activities in a 

quantitative manner as much as 

possible. In this regard, the overall 

objective is to reduce environmental 

costs. The environmental costs are 

those costs which are imposed on 

companies due to environmental 

regulations. Other costs include 

improvement and renovation of 

environment and renovation of 

environmental quality, costs relating to 

environmental pollution control 

equipment, fines and penalties due for 

non-compliance with environmental 

laws and regulations.Environmental 

accounting costs are those costs which 

are incurred by companies in the course 

of their businesses in order to protect 

the environment, prevent environmental 

problems, and minimize as much as 

possible any damage to the environment 

[16]. 

Furthermore, [17] opined that 

environmental accounting information 

generates reports for both internal use, 

providing environmental information to 

help make management decisions and 

controlling overhead, capital budgeting 

and pricing, and external use, disclosing 

environmental information to the 

government, public and to the financial 

community. The justification for 

environmental accounting is expressed 

in terms of enabling records for the 

environment to be kept in terms of 

physical units such as pound of 

chemical pollutants discharged, miles of 

degraded streams, or the number of 

endangered species present in a given 

area, while the accounts of human 

activities are for the most kept in 

monetary terms. Thus to keep accurate 

accounts for both the environment and 

the economy, it is evident that there is 

need for a system which is capable of 

being expressed in credits and debits 

(benefits and costs) [18], and this 

system is the environmental accounting.   

Environmental Accounting Practice in 

Nigeria 

The development of environmental 

accounting in Nigeria is traced back to 

the early eighties with the formulation 

of National Policy of Environment which 

was preceded by the creation of Federal 

Environmental Protection Agency (FEPA) 
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through a decree in 1983. The decree 

created the stimulant for the birthing of 

environmental accounting in Nigeria. 

With upsurge in the awareness on 

environmental matters globally which 

was necessitated by agitations and 

researches, Nigeria joined the rest of the 

world in putting the necessary 

machinery for the birthing of 

environmental accountability. 

One of the outcomes of the policy was 

the making of environmental impact 

assessment as a requirement for 

projects undertaken by private or public 

sector which would likely affect the 

environment significantly. Then in 2002 

the Ministry of Environment produced 

the guidelines on environmental 

accounting which emphatically 

delineated the accounting aspect from 

other aspect of environmental policies. 

The guidelines provided the procedures 

for disclosure of environmental 

accounting information on financial 

statements of companies in Nigeria. Ever 

since then there have been series of 

research and publications on 

environmental accounting which have 

provided the structure for the practice 

of environmental accounting in Nigeria. 

More researches are ongoing and 

hopefully radical changes will be 

brought to bear in environmental 

accounting in Nigeria.      

Most researches on environmental 

accounting practice in Nigeria have been 

quite revealing. For instance, [19] 

conducted a study to investigate the 

relationship between environmental 

accounting disclosures and financial 

performance of foods and beverage 

companies. The study used return on 

capital employed and return on equity 

as proxies for financial performance. 

The data were obtained from secondary 

sources, and analysed through SPSS. The 

result indicates a positive relationship 

between environmental accounting and 

return of equity. The study 

recommended amongst others the 

adoption of uniform reporting and 

disclosure of environmental 

information. 

[11] studied the effects of 

environmental accounting on 

development of a nation with the 

Nigerian experience. The study used a 

survey design and utilised both primary 

and secondary data. The findings of the 

study revealed amongst others that lack 

of environmental reporting and 

disclosure affects the reporting and 

disclosure uniformity of environmental 

related information in the annual 

reports. 

[2] investigated the relationship between 

environmental accounting and reporting 

and sustainable development in Nigeria. 

The study adopted survey design and 

data were obtained from primary and 

secondary sources and were analysed 

using product moment correlation. The 

findings indicate environmental 

accounting is positively related to 

sustainable development. [15] reviewed 

the perception of key preparers of and 

users of as it relates to environmental 

disclosures practice. Data were obtained 

through questionnaires administered on 

some accountants and analysed using 

simple percentages. Their findings 

indicate that majority of respondents 

are in affirmative that environmental 

accounting information should be 

disclosed in the financial statements. 

Despite the efforts made to 

institutionalise environmental 

accounting in Nigeria it is assumed that 

it is not yielding the expected result. 

This is despite the amount of research 

and publications on environmental 

accounting in Nigeria in recent times. 

From the survey conducted on randomly 

selected financial statements, it was 

discovered that environmental 

sustainability information is only 

mentioned briefly in the chairman’s 

section in the annual reports. Thus there 

was no specific column created to report 

information on environment. This is not 

unexpected as there is no specific 

legislation that compels entities to 

mandatorily report environmental 

information. Specifically most of 

information on environmental 

accounting or sustainability came from 

oil and gas companies.  

In the same direction, in order to elicit 

the opinion of professional and 

practising accountants who are the 

preparers of financial statements in the 

respective organisations across various 

sectors, a questionnaires was developed 

and administered on randomly selected 

respondents. The main objective of the 

questionnaire was to solicit the opinion 

of respondents on their awareness, 

appreciation, adoption and impact of 
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environmental accounting. A total of 

one hundred and seventy two (172) 

questionnaires were administered of 

which only one hundred and forty eight 

(148) were returned indicating eighty six 

percent (86%). The analysis of responses 

indicates that majority of the 

respondents are in agreement that they 

are not aware of environmental 

accounting and moreso they do not 

recognise environmental accounting 

information in the financial statements 

of their entities. They also agreed that 

environmental accounting information 

do not have any impact on the overall 

operating performances of their entities.  

It is evident that environmental 

accounting practice in Nigeria is still a 

mirage and an academic exercise only. 

This is in view of the fact that majority 

of preparers of financial statements do 

not recognise environmental 

conservation costs as integral cost of 

operations which should be 

incorporated into the total cost 

components of the entity. Moreover, 

there is doubt whether the various 

entities in Nigeria actually believe in the 

necessity of environmental accounting.        

Challenges of Implementing 

Environmental Accounting Policies in 

Nigeria 

The practice of environmental 

accounting is relatively new and it is 

still evolving. Hence like every other 

new occurrence it is subject to its own 

peculiar challenge. This section 

highlights the key challenges which are 

seen to have direct effect on the 

implementation of environmental 

accounting report. 

The major identifiable challenge is that 

there is still the problem of under 

reporting of environmental costs 

despite effort being made to promote 

the adoption of environmental 

accounting among organisations in 

Nigeria. This arises as a result of the 

inability of organisations to capture 

adequately or appropriately the costs of 

all activities which directly or indirectly 

affect the environment such as 

pollution, degradation, depletion of 

natural resources as well the after-effect 

of those activities on other living 

organisms that are affected by the 

activities of firms. This will lead to 

under estimation of those costs or 

outright refusal to recognise them. 

The second challenge is the absence of 

the standard of evaluating or measuring 

environmental costs. There is no 

accepted accounting yardstick or 

standard of measuring environmental 

costs. This singular challenge usually 

leads to none uniformity in the 

reporting of environmental costs across 

various entities. Thus organisations 

tend to adopt any measure it considers 

suitable. This makes comparison of 

financial reports among various 

organisations very difficult. There is no 

legislation on the implementation of 

environmental accounting policy in 

Nigeria. Hence organisations prepare 

their environmental accounting report 

only on voluntary basis depending on 

the pressure from stakeholders. This 

implies that firms are not under any 

compulsion to prepare or disclose any 

particular environmental information. 

Generally environmental accounting is 

still developing and it is expected that 

with time it will form a greater part of 

financial report.  

CONCLUSION 

The practice of environmental 

accounting came as a result of the 

yearnings of the users of financial 

statements for improved information on 

the sustainability of the environment. 

This comes by way of reporting of 

contributions of companies to the 

environment. The main objective 

environmental accounting is to ensure 

that the companies give back to the 

environment a measure of what it takes 

from it. The practice of environmental 

accounting is to cover the gap of 

unaccountable overhead costs. Thus the 

environmental costs will be 

appropriately recognised, evaluated and 

allocated to the cost centres. This will 

then lead to the recognition of true 

profit from the companies. It will also 

show the companies as responsible 

corporate entities. The findings of the 

study recognised that true profit could 

only be attained when environmental 

accounting is fully instituted and 

practiced in any organisation. The 

implication of the above is that the 

practice of environmental accounting 

will bring about transparency and 

fairness in the financial reports of 

companies. 
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Another strand of the findings is that 

there is lack of awareness on 

environmental accounting. Hence the 

preparers of financial statements seem 

to only recognise it as an academic 

exercise which has very little relevance 

in practice.   

As a new phenomenon in corporate 

reporting, there is lack of uniformity in 

the manner of presentation of 

environmental information in the 

financial statement. Therefore this 

study recommends that regulation be 

put in place to guide preparers of 

financial statements on the format and 

method of presentation. Secondly, there 

is absence of measurement instrument 

for depleted assets. This is important in 

order to correctly evaluate the cost 

implication of such asset. Therefore it is 

recommended that stakeholders should 

device a standard procedure of 

measuring depleted assets. Thirdly, 

environmental accounting report is still 

a voluntary process without any 

legislation to compel preparers of 

financial statement to include it as 

mandatory information. Consequently, 

it is recommended that a legislation 

compelling companies to reflect their 

contributions to the sustainability of the 

environment be enacted.  

Sensitization of companies on 

disclosure of information on 

environmental matters should be 

encouraged particularly among 

professional accounting bodies, 

regulators and relevant government 

agencies.     
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