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Abstract 

The consumption of natural resources and incessant emissions of greenhouse gases in Nigeria 

are on the increase, and stakeholders are agitating increased information on organizations’ 

interactions with the environment. The study evaluated the relationship between 

environmental accounting and reporting and sustainability development in Nigeria. Z Test 

distribution were used for data analyses, and it was discovered that there is a significant 

relationship between environmental accounting and reporting and sustainable development; 

that environmental accounting encourage organizations to track their Green House Gases 

(GHG) emissions and other environmental data against reduction targets, and there are 

consequences for noncompliance with environmental accounting and reporting. It was 

recommended that acceptable standard such as International Standard of Accounting 

Reporting (ISAR) be acknowledged and Graphical indicators be adopted in illustration to users 

on timely basis whether the organization is performing above, below, or in-line with the 

targets so that corrective actions can be taken as needed to successfully execute on 

sustainability initiatives. 
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Introduction 

Environmental accounting is an inclusive aspect of accounting. It generates reports for both 

internal use, providing environmental information to help make management decisions on 

controlling overhead, capital budgeting and pricing, and external use, disclosing environmental 

information of interest to the government, public and to the financial community. This paper 

takes into consideration both internal and external uses. Yakhon & Dorweiler (2004) 

emphasized that the impact of business activity on the environment is found in several forms: 

air, water, underground pollution, drinking water, land and habitat for endangered and 

threatened species, oceans, atmosphere, land-mass etc. An array of pollutants, including toxic, 

hazardous and ‘warming’ is accountable to business activities. They expressed that from this 

range of environmental impacts, multiple disciplines are needed for analysis of effects, and for 

integration into management decisions and accounting reporting. Mastrandrea & Schneider 

(2008) highlighted that industrial revolution has brought economic improvement for most 

people in industrialized societies. Many enjoy greater prosperity and improved health. They 

opined that there have been costs, caused by factory pollutant ion that harmed the natural 

environment. However, the application of machinery and science to agriculture has led to 
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greater land use and therefore, extensive loss of habitant for animals and plants. These factors, 

in turn, have caused many species to become extinct or endangered. 

Nigeria being a developing nation, endowed with abundant natural resources such as 

petroleum, natural gas, coal, limestone, vegetation etc is not devoid of environmental 

degradation. The nation, in an attempt to tap these resources to enhance its economic 

development and well-being of the citizenry invariable finds herself experiencing an array of 

pollutants including carbon dioxide, warming and other greenhouse emissions.  

Akinbami & Adegbulugbe (1998) opined that the use of natural resources including 

energy is indispensable to economic development and not devoid of environmental 

consequences astraceable to the environmental degradation and atmospheric pollution 

experienced in Nigeria. 

Beredugo & Mefor (2012) highlighted that Nigeria as a developing country must 

continue to advance economically and thus requires increased exploitation of natural 

resources. They buttressed further that there exist a polarity between Nigeria’s GDP and 

energy consumption, as they are highly correlated. They emphasized that most of the natural 

resources consumed are nonrenewable and are under threat of depletion, and a persistence 

consumption of our most valued natural resources in present-day, would compromise the 

ability of future generations to meet their own needs. Oil exploration and government activities 

may have reduced the quality and usefulness of life through gas flaring, industrial pollution, oil 

spillage, deforestation and other related problems. 

However, huge amount of income is derived daily by the country from sales of crude oil 

and its by-products. Therefore, one would generally assume that this money should have 

significant impact at least on the development of oil and on the mineral producing 

communities. This should be so because it is on record that the oil and gas industry remains the 

major income earner (about 90% of the total revenue) for the nation (National Economic 

Empowerment and Development Strategy (NEEDS, 2004 and Shell, 2000). 

Ogbeifun (2007) argues that decades of development have been lost apparently due to 

slow economic growth, inadequate development plan, and corrupt practices in high places. 

Again, their per capital income of about $300 a year reveals that the country remains one of the 

poorest in the world. 

In spite of the country’s natural endowments such as vast mangrove forest, wet and 

fertile lands, serious threats from exploitation of timber, oil spills, gas flaring and the impacts 

of increasing costal urbanization appear to be posing serious challenges to Nigeria (NEEDS, 

2004). 

Obemene & Olaoye (2009) pointed out that the haste to develop did not incorporate 

pollution control and waste management into environmental management plan. Even the 

environmental laws regarding pollution and waste management seem to be inadequate or 

where they exist remain to a large extent unenforceable. It is no wonder then, that Ogbeifun 

(2007) advocates that urgent steps be taken, so that this present generation does not bequeath 

to her future generation, a downstream sector that is import dependent and dollar driven. 

The researcher observes that majority of the people in the country continue to dwell in 

abject penury, despite the fact that the country is blessed with abundant natural resources 

which are being harvested on continuing basis by multinational companies and governments. 
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However, other contending issues that are still being debated are the effects of some 

environmental accounting issues (which are largely unaccounted for) but have tremendous 

impact on the economic development of Nigeria. Hence, questions such as what are these 

environmental accounting issues that should be accounted for in the harvesting of our natural 

resources, especially in the oil and gas industry? What are the effects of these environmental 

factors on the economic development and environmental protection of citizens?  

To sufficiently address these questions, the major research objectives pursued in this 

work is: 

 Impact of environmental accounting and reporting on sustainability development in 

Nigeria economy is the specification of objective.  

 To identify the environmental accounting factors that should be accounted for in the 

country’s natural resources with special reference to oil and gas industry,  

 To evaluate the effects of these environmental factors on the life of the citizens and to 

proffer solutions for future reforms in order 

 To improve economic development, social development and environmental protection 

efforts of the country. The paper is structured as follows:  the first section seek to give 

the introduction , the problem  and objectives the second section deals with review of 

related theoretical and empirical literature on the effects of environmental accounting 

and reporting on developing country-Nigeria, while sections three and four dwell on the 

method used for the study as well as discussion of findings respectively; and finally, the 

main conclusion and recommendations are discussed in the last section. 

 

Review of Related Literature 

 

Sustainable Development 

Sustainable development design systems ensure the Bio diversity and life support for healthy 

ECO systems. Healthy ECO systems translate to our health and future survival, simply because 

human beings are a smaller aspect of a larger ecology. Unsustainable development began when 

the conception of progress was defined as industrial growth and economic expansion. The 

education system and public relations campaign promoted "consumption". 

Corporate priorities were allocated to profit through what can only be described as 

"inappropriate technologies". Through systems, manufacturing and construction that today 

still causes acid rain, ozone depletion, and climate change and leaves a toxic aftermath that 

permanently affect humans and Eco immune systems (Damanhur, 1991). 

Sustainable development is a design involving a social, economic and environment that 

meets the needs of the present without compromising the ability of future generations to meet 

their own needs. This is not a new concept. The native American Iroquois confederacy has a 

tenet it mandates its chiefs to follow, one to which people today are now paying attention to; It 

simply states that a chief must consider how each of his actions will affect his descendants 

seven generations into the future. At present the goals of this design are being sort after by the 

United Nations and are implied by governments. To Zimmerman (2008), the UNEP is the tool of 

the UN in encouraging sustainable development—increasing standards of living without 

destroying the environment.   
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Esan (1998) was of the view that sustainable development is concerned with 

technologies for pollution reduction; monitoring of technologies to optimize energy mix; 

peoples’ participation in environmental degradation; modern technologies of biomass, wind, 

solar energy, thereby reducing the ecological and environmental hazards and risk emanating 

from the use of fossil fuel and nuclear energy in Nigeria. 

 

Concept of Environmental Accounting 

Environmental accounting is a term with a variety of meanings. In many contexts, 

environmental accounting is taken to mean the identification and reporting of environmental 

specific costs, such as liability costs or waste disposal costs. Environmental accounting involves 

any costs and benefits that arise from changes to a firm’s products or processes, where the 

change also involves a change in environmental impacts (James, 1998). He further highlight 

that environmental accounting information need not be the product of accountants, nor need it 

be used by accountants. Instead, it is any information with either explicit or implicit financial 

content that is used as an input to a firm’s decision – making. Product designers, financial 

analysts, and facility managers are equally to be the users of environmental accounting data. 

He pointed out that almost any type of information collected and analyzed by firms will qualify. 

Examples include input prices, technical and scientific studies that relate production processes 

to physical outputs and legal, marketing and financial analyses. See tharaman, et al; (2007) 

opined that environmental accounting is used to asses full environmental costs associated with 

activities and / or products. They also emphasized that environmental accounting can be used 

to track environmental performance of organization in more measurable manner. The key 

areas for monitoring are aggregated emission to air, water effluent discharge, soil 

contamination and boundary noise level. 

 

Environmental Activities and Nigerian Experience 

Nigeria as a developing nation with her abundant natural resources (Oil and Gas products) is 

facing difficult challenges in the control of environmental degradation. Oil exploration and 

government activities may have reduced the quality and usefulness of life through gas flaring, 

industrial pollution, oil spillage, deforestation, irregularity in the distribution of oil proceeds, 

and other related issues. Although, the country derives huge amount of money annually from 

the sale of crude oil and it’s by-products, one would generally assume that this money if 

properly managed should have significant impact on the development of oil and non-oil 

producing areas of the country. The researcher observes that most of the oil producing 

communities continues to dwell in abject poverty, despite the fact that the huge amount of the 

nation’s resources is obtained from there. The multi-national companies that explore the crude 

oil and its by-products from these communities often fail to consider that they should pay 

adequate attention to the social demands of the host committees and become environmental 

friendly with them. The oil producing communities often find it very difficult to cope with their 

natural environment because of the oil spilage, industrial pollution, deforestation, etc., from 

these foreign companies. The impact of these environmental pollution to the host communities 

cannot be over-emphasized.  

In line with the stakeholder theory, one would ask if the multi-national companies are 

making visible positive impact to ensure enhancement of quality of life of the host 
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communities. These entail providing the communities with good drinking water, construction 

of good roads, health care centres, schools, electricity, employment opportunities, especially 

for junior cadres, and finally ensure adequate environmental control measures in line with 

international regulatory laws. However, for non-oil producing Nigerian states, the emergence 

of corrupt practices in the economic management of oil proceeds by government officials of 

questionable integrity has made life unenjoyable. The reported irregularities in the national 

dailies and other media agencies about the disbursement of oil proceeds by government 

officials and other agencies have impacted negatively on the economic, social and 

environmental welfare of the people. It is wise to express that the money meant for the poor 

masses is now in the hands of the very few people who use their positions to accumulate illegal 

wealth for themselves. It means majority of the people will be languishing in abject poverty 

while small proportion of the populace will be benefiting. Hence, such basic facilities that will 

enhance quality of life of the people will not be sufficiently provided. The inability of the oil 

companies and often the government to meet the demands of the oil producing communities 

and the citizens in general creates unwholesome and hostile relationships between the parties.  

A situation whereby the oil communities discover that a chunk of their naturally 

endowed resources are being tapped without commensurate reward by the multi-national 

companies and the Government creates room for a negative attitude by the communities to the 

oil companies which sometimes affects operational stability of the companies. Failed promises 

to Oloibiri people as stated by Foloranmi (2014), who pointed out Chief Inegite lamentations 

that all the promises made to the people of the oil community when oil was discovered there 

have not been fulfilled; the federal government abandoned the people. During the exploration, 

as Chief Inegite lhighlighted, the Federal Governmnent did a lot of damage to our crops and 

aquatic life. What they said (oil companies) was that they were going to compensate us for the 

deforestation and replace the trees they have damaged. They would pay some money to us to 

compensate for the period we have suffered. But today, we the natives have not seen anything 

and you can count the number of years. Chief Inegite went on to express that there are things 

we have been crying for. Erosion is threatening us; our water front has been washed away. We 

are not puppets; we are humans and have really suffered. Oil companies should compensate us. 

Dangerous hydrocarbons are emitted into the air whenever there is oil spillage or leakages. 

This is dangerous to man and other living organisms. The effects of petroleum and crude oil 

pollution on man, plants and microbial population cannot be over-emphasized. 

Various effects of different hydrocarbons on health have been discussed. These include 

benzene which on chronic exposure may cause leukemia and birth defects, ethlybenzene which 

may cause dizziness, slower reflexes, loss of consciousness and death; zylene may cause 

damages to a developing foetus, liver, kidney, skin, eyes, and bone marrow (Mabogunje, 2007). 

The search for profitability by the multinational oil companies, large scale fishing 

industry, lumbering companies and mineral extracting companies have made such companies 

exceedingly rich to the detriment of the environment. This has made the issue of 

environmental management very difficult more so when man’s continual exploitation of 

natural resources is without recourse to emerging stress and problems arising from such 

activities (Olorunfemi and Jimoh, 2000). Unfortunately, in spite of all the above mentioned 

economic gains from exploration of the environment, little or no attention is being paid to the 

environment (Camozzi, 1994). It is the researcher’s view that urgent and bold attempt should 
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be exercised to eradicate or minimize environmental problems in a developing country like 

Nigeria.  

 

Objectives of Environmental Accounting 

Pramanik, et al. (2007) emphasized that environmental accounting is required to fulfil a lot of 

demands for different stakeholders. The following objectives were identified:  

 

Discharge of Organisation’s Accountability 

Environmental accounting would enhance the discharge of the organization’s accountability 

and increase its environmental transparenc. It helps the negotiation of the concept of 

environment and determines the company’s relationship with the society in general and the 

environmental pressure group in particular. This helps an organization seeking to strategically 

manage a new and emerging issue with its stakeholders 

   

Propagation of Environmental Friendliness 

Because of the ethical investment movement, ethical investors require the companies to be 

environmentally friendly. Therefore, by upholding friendly image, companies may be 

successful in attracting fund from “green” individuals and groups. 

 

Enlightment of Environmental Commitment through Disclosure 

By making environmental disclosure, companies may show their commitments towards 

introduction change and thus appear to be responsive to new factors. By installing enlightment 

approach of environmental accounting, companies can increase their image of being 

enlightened to the outside world and this can be regarded as enlightened companies 

(Pramanik, et al 2007). 

 

Benefits of Environmental Accounting 

Richardson (1999) identified that, more elaborately, environmental accounting is an effective 

tool for placing environmental issues firmly on top management agenda, providing useful data 

to facilitate environmental and financial manager’s decision making, and concretely 

demonstrating environmental commitment to stakeholders. The benefits of understanding an 

environmental accounting initiative is that the identification and greater awareness of 

environment related costs often provides the opportunity to find ways to reduce or avoid these 

costs, whilst also improving environmental performance (Tapang et al; 2012). Environmental 

accounting is used to assess full environmental costs associated with activities and /or 

products. It can also be used to track environmental performance of organizations in more 

measurable manner. The key areas for monitoring are aggregated emission to air, water 

effluent discharge, soil contamination and boundary noise level (Seetharaman, et al., 2007). 

 

The environmental protection Agency (EPA) adds the following benefits: 

1. Many environmental problems can be significantly reduced or eliminated as a result of 

effective decisions. 

2. Environmental cost (and potential savings) may be obscured in overheads or otherwise 

overlooked. 
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3. Environmental cost can be offset by generating revenues through sales of waste or by 

products or recycling them. 

4. Understanding of environment costs can promote more accurate costing and pricing of 

products. 

5. Competitive advantages with customers can result from processes, products and 

services which can be demonstrated to be environmentally friendly; and 

6. Accounting for environmental costs and performance can support a company’s 

development and operation of an overall environmental management system. 

 

Research Findings and Discussion 

Environmental accounting covers information relating to all aspects of the environment. It 

serves as a systematic approach in managing the environmental aspects of company activities, 

hence the following findings: 

1. Lack of environmental reporting and disclosure standards significantly affects the 

reporting and disclosure uniformity of environmental related information in financial 

statements, annual reports and accounts. 

2. Environmental issues affect different areas of an organisation’s operation such as, 

manufacturing, raw material procurement, energy usage, marketing, product 

management, disposal and waste management. 

3. Environmentally friendly organisations who voluntary disclose their environmental 

activities enjoy high level of competiveness. 

4. Voluntary disclosure of environmental information in the annual report is positively 

related to a firm’s size. They argue that firms which are more visible in the public eyes 

are likely to have voluntary disclosure information to enhance their corporate 

reputation. 

5. Accounting for environmental cost and performance can support an organization’s 

development and increase its revenue and operations in an overall environmental 

 

Conclusion and Recommendations 

Nowadays, society particularly from the developed nations is highly concern about the impacts 

on the quality of their life due to the pollution of air, land and water. However, the same 

concern is rather slow in developing countries including Nigeria. Environmental accounting 

enhances the quality of decision making, requiring organizations to establish a baseline 

(standard) of its greenhouse gas emissions, energy usage, resource usage and other key 

environmental indicators, and set reductions targets and production patterns alongside 

protecting and managing Nigerian natural resources. Lately, the relationship between the 

companies and the environment is receiving increasing attention. Presently, debate on global 

climatic change and biodiversity is becoming more common place in corporate world, together 

with concern over water, air and soil pollution. Although the sustainability of economic 

development is a shared responsibility amongst organizations, government, consumers and 

communities, however, organizations can play vital role in slowing down the environmental 

degradation. 

Unsustainable consumption of natural resources, increased contribution to Green house 

gas emissions (GHG), contribution to ozone layer depletion amongst others are prevalent in 
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Nigeria and serve as impediments to favourable business climate and human inhabitation in 

general. Oil exploration and exploitation (both indigenous and foreign companies) can 

contribute towards sustainable environment by innovating and improving their products and 

processes in order to use raw materials more efficiently reduce the waste generated from their 

processes, improve the waste disposal methods and improve the work conditions. 

Stakeholders obviously require companies to manufacture goods efficiently and at competitive 

prices without degrading the environment. This can lead to an improvement in overall 

environmental performance, company performance, customers and communities satisfaction.  

 

Based on the conclusion, the researcher recommends among others that: 

1. Environmental accounting standards should be published locally and internationally 

and reviewed continually to ensure dynamism compliance. 

2. Organizations should formulate and implement environmental friendly policies to 

enhance their competiveness. 

3. Government should make environmental reporting in annual reports compulsory since 

most organizations hardly report their environmental activities in their reportage. 

4. Corporate organizations on their part should ensure that they comply with the 

environmental laws of the nation as it will go a long way in enhancing their 

performances. 

5. Government agencies should give tax credit to organizations that comply with its 

environmental laws of the land which will encourage environmental reporting. 

6. Companies should adopt uniform reporting and disclosure of environmental issues for 

the purpose of control and measurements of performance. 

7. Accountants should be trained on environmental accounting for enhanced service 

delivery. 

8. Propagation of environmental awareness within the host communities should be 

encouraged. This will go a long way in creating cordial relationship between the 

multinational companies and the communities. 

 

 Government should pass legislation which will compel multinational and companies to 

integrate environmental issues into their strategic planning process. 

 Companies should design products which generate less waste or emission during their 

life cycle. This can be carried out through life-cycle analysis 

 Develop method to re-use or recycle waste to an acceptable safety standard before 

disposal. 

 Minimize depletion of natural resources by replenishment and establishing effective 

control or prevention measures. 

 Using its research and development units to develop continual waste and energy 

minimizing programme. 

 Modify operating processes to reduce wastes. 

 Government should ensure optimum utilization of proceeds accruing from the sale of 

our natural resources. Objective disbursement of the funds to all sectors of the economy 

will enhance quality of life of the people. 
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