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ENVIRONMENTAL ACCOUNTING PRACTICES BY
CORPORATE FIRMS IN EMERGING ECONOMIES:
EMPIRICAL EVIDENCE FROM NIGERIA

Abstract

The issue of environmental accounting is an emgrggsue in developing economies like
Nigeria. Though, the Federal government has enaggtbus environmental laws and
established agencies and regulatory bodies; thelggrohas been that of enforcement and
compliance with the various regulations. On thet pdirthe corporate firms which claim to
have policies and operating standards on envirotahéssue, the severity of the impact of
their operations have not been abated; and hasikind tensions with host communities have
increased. This paper assessed the impact of goeetnlegislations on environmental
accounting practice and compared current practoesss firms in different sectors of the
economy. A survey of 25 quoted firms from differesgictors of the economy revealed that
much attention has not be given to the cost ofrahtesources damages in project evaluation.
The hypotheses were tested using Chi-square andaleboefficient of Concordance at 5%
level of significance. The results of the hypotlsegesting showed that environmental
accounting practice is significant in benchmarkstgndard for corporate reporting and that
compliance with Nigerian environmental protectiaws$ has not had significant influence on
environmental accounting practice because the sss&ieenlightenment, enforcement and
compliance have been overlooked. It was revealet th developing an appropriate
Environmental Management System (EMS), the coniobuof plant environmental staff is
important; they should work in cooperation with @aetants. This paper recommended that
accounting professionals need to be trained inrenmental accounting methods and the
Financial Reporting Council (FRC) should develop aocounting standard that will
incorporate full consideration of financial and ploal impacts of business activity on the
environment.

Keywords: Environmental costs, Environmental AccountingyiEsnmental ethics,, Cost
allocation, Pollution control.

I ntroduction
In developing or emerging economies of the workk liNigeria where there is

infrastructural decay, lack of appropriate techggldack of appropriate regulatory framework
and high level of corruption, much attention hav# been given to the degradation of the

ecosystem through pollution, various emissionsynahtresources damages etc; as a result of
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activities of companies. The resultant effects hbeen social unrest, diseases and violent
protest in many communities where these companesited. The crises in the Niger-Delta
region of Nigeria are off shoot of these environtaédegradation and neglect.

In the 1990s, all corporate organizations daeeclimate of rapid change and an
increased regulatory requirement. (White, Savadgerédy, 1995). Among the major changes
that occurred are environmental obligations bogfalleand moral. There were also pressures on
business and other organizations to respond toipigdues such as, man-induced climatic
change, that is, depletion of the ozone layer, rfeedvaste management, a need to avoid
polluting the earth, water and air, a need for cbéng, and a need for a safe and clean
environment. It is therefore necessary for theseparate bodies to put in place an
Environmental Management Accounting System wittetao$ principles and procedures based
on internationally accepted financial accountingthnds towards enhancing corporate
responsibilities (Daferighe and Aje, 2005).

Corporate compliance with accounting standard IASo8 contingency costs creates
the need for tracking and reporting environmentabilities that affect the Statement of
Financial Position of a firm. According to Edwart902), there is the need for regular and
systematic appraisal of the anticipated cost "nealsly likely to have a material effect” on the
financial position of a firm. According to Gray @%), Rubenstein (1994), the concern of
environmental managers spill over into both thearicial accounting and managerial
accounting concerns of the company. They opinetl tha accounting profession remains
dominated by financial accountants whose respditgiis largely information gathering and
in this case, to support external reporting to ehalders and regulators. MacLean and
Rappaport (1998) assert that it is important tegrate environmental issues into accounting
metrics and decisions.

On their part, Akers and Porter (1995) assert that accounting functions are
considered "one of the primary groups responsima@éveloping firm's strategies”. While this
assertion may be overstated, it is true when it eono decision-making as well as the
selection of firm strategies. In a very basic ser@®ounting functions have four roles to
perform for companies: aiding in strategic decisjorontrolling current costs, cash flows and
current decisions, and finally, filing required onfnation (Daryl, Ranganathan & Banks,

1995). The spillover that occurs on issues of emrental consequences covers these four
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areas as well.

According to Popoff and Buzzelli (1993), the visi@) creating accounting systems
that will allow both firms and their stakeholderswvgstors, customers, environmental
organization, host communities) a clear perspeatinethe total environmental effect of a
company. Environmental staffs have been the prinoens in rethinking how accounting
systems can better serve the firm's long-ranga@mviental management objectives.

White et al (1995) in their study to survey currearporate environmental cost
accounting practices as they applied to the capitalgeting decision in United States of
America (USA) in manufacturing firms, seek to pawibusiness managers and government
agencies with an understanding of how firms aregréating environmental cost considerations
into decisions about environmental investments.yTdteserved that it was quite common for
financial analysis of investment alternatives toclede many environmental costs, cost
savings, and revenue. As a result, firms may naote haecognized financially attractive

investments in pollution preventions and “clearhtesiogy”.

Justifications for the Study

The Federal Government has established variouscemental laws among which are
the Harmful Waste Act 1988, Solid and Hazardous &g@ment Regulation 1991, and the
Environmental Impact Assessment (EIA) Act of 199he States including the Local
jurisdictions within each State of the country hals enacted many other environmental laws
based on hazardous contamination control like tlastev disposal law, law against bush
burning and periodic environmental sanitation esesc The problem has been that of
compliance and enforcement of the various envirorteddaws. One major problem has been
that of disclosure in environmental reporting/actmg. Government has therefore established
agencies and regulating bodies such as the Feievalonmental Protection Agency (FEPA)
now Ministry of Environment and their counterpartghe states. They have statutory powers
to require compliance from corporate firms.

In spite of the statutory powers of relevant enwinental agencies, the problem of
enforcement and compliance with the various Envirental Acts could be a Herculean task.
Compliance with laws on environmental issues cdudda function of attitude of various

operators and management of the various corporates fto their environment. Self
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consciousness and intelligent management of thila émrone of greatest challenges facing
humanity. There is therefore the need for a newrenmental ethic to meet these challenges.
Environmental policies of corporate firms or fundartal value attached to environmental
issues are based on the perception of the opeérasmagers; of the moral basis of
environmental responsibility. Their perceptions rbayinfluenced by various theories of moral
responsibility to the environment such as anthrepbitsm, biocentrism and ecocentrism
(Enger & Smith, 2000).

Cost allocation too, remains a major challengestMiams continue to place most
environmental costs initially into overhead accsufithough some subsequently allocate those
cost to products or processes; the basis upon whiese allocation are made are often ill
conceived, that is, they bear little or no relasioip to the activities, which are responsible for
their creation. When proper allocation does notugcenanagers receive distorted signals
regarding the true costs and benefits of retaiminghanging a process/product (White et al,
1995). This is the more reason why Activity-Baseastihg (ABC) is being canvassed.

Many corporate firms like Shell Petroleum DevelgmhCompany, Lafarge WAPCO
(Nig) PLC, Nigerian Breweries Plc, Berger Paintsg)NPLC and the likes claim they have
policies and operating standards with regard toEheironment, Health and Safety (EHS).
However, the activities of some companies haversgvanpacted on the environment leading
to degradation which is cost to the environmentse Trisis in the Niger-Delta region of
Nigeria is a fall-out of this. There have been exgtion of labour, indifference to health and
safety issues, abuse of human rights, and a lackrafern for local issues. These are external
impact costs that could negatively affect the raponh of the firms.

The objective of this paper is to assess how gowent legislation promotes or
impedes improved environmental accounting practwhile comparing current practices

across firms of different types.

The basic assumptions in this paper are as follows:

() (Ho1): Environmental accounting practice is not significen benchmarking standard for
corporate reporting.

(i)  (Hoz): The compliance with Nigerian environmental pratatiaws has no significant

influence on environmental accounting practice.
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M ethodology

This is an empirical investigation of corporaterfs in Nigeria and is limited to twenty-
five (25) quoted firms selected from the varioustses of the economy. Some sectors were not
represented because focus is on companies invoiveaohversion of raw materials to finished
products. At least two companies were selected ftmenchosen sectors. The basis was their
guoted share prices; at least one company withitjigest sectoral price and another with the
lowest sectoral price were selected. They weresifled as ‘big’ and ‘small’ company
respectively. Twenty (20) copies of questionnairese administered in each of the sampled
companies making a total of 500 questionnairedlirHawever, there was 87% response rate
as 435 questionnaires were returned. The sectarsstigated are namely; Agro-allied,
Automobile and Tyre; Breweries; Building Materialand Chemical Paints. Others are
Conglomerates; Food and Beverage and Tobacco; Hdaadt; Industrial/Domestic Product;
Petroleum; Printing and Publishing; and Textilee Tieriod of review is 2008-2012. A general
paucity of data in Nigeria for planning and lackcoimprehensive and objective corporate level
data on environmental damages in Nigeria is a nmagotation to research of this type, hence

no secondary data on environmental damages in idigeuld be obtained.

Literature Review and Theoretical Framework

Lee, Chnug and Koo (2005) state the need for swaidity of the environment. For the
environment to be sustainable, the society neetd®omy to limit the level of pollution, but
also to improve the eco-efficiency of a societyaaghole. It is essential to conserve the natural
environment, however; the activities of man which aecessary for economic development
continue to deplete this natural environment thho8glphur Dioxide (S¢) emission into the
air, irreversible damage to ecosystem or speciaagv mining or forestry activities. It is
important that these externalities be duly recogghizmanaged, and accounted for in the
financial statements of corporate firms.

In the years past, both corporations and indivisladlen ignored environmental issues.
The ecosystem has been degraded and depleted hhpmilyition, wastewater, hazardous
waste etc. In recent times, awareness of the sftddhese waste products on the environment
has increased (White, Becker & Goldstein, 1992).

Society has become increasingly concerned withh#adth of the natural environment
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and the role of corporations in impacting ecosystamd human health. Regulations have been
developed to govern waste management and to etigureorporate firms are environmentally
conscious. Government has created environmenttdqiron agencies at both federal and state
levels and now Ministries of Environment. Pressumesnow on businesses and organizations
to respond to public issues such as:- man-indutiedhtic change, which is, depletion of the
ozone layer; earth, water and air; a need for ftegycand a need for a safe and clean
environment (Reyes, n.d.)

At present, enterprises are confronted by many tcaings and responsibilities in
connection with environmental factor. Financial @aating does not identity environmental
costs because these are aggregated together. Themvidence however that some
environmental liabilities and risks that are inngiple covered by reporting requirements are
often not reported e.g. liabilities for cleaning egntaminated land (White et al, 1992). They
added that comprehensive Environmental Managemenbuxting System would promote
more complete financial accounts. The expectedrdutosts for a necessary waste treatment
plant upgrading should be part of the current btidgecycle. Potential future liability claims
and corporate image cost from poor environmentdiopeance should be considered when
comparing investment options.

The more materials flows and with the presence mfirenmental risks within an
organization, the higher the potential value of Eamvironmental Management Accounting
System to identify, compile, analyze and reportirmmmental cost information in a timely and
rigorous fashion. The existence of EnvironmentalnBtgement Accounting System is a

prerequisite to understanding the source and madminf environmental costs in the firm.

An Overview of Relevant Environmental Theories

In this era of globalization and industrial dey®iwent, there is strong interdependence
between human development and the environment.-cBeffciousness and intelligent
management of the earth is one of the greateskedgals facing humanity. There is therefore
the need for a new environmental ethic to meettioballenges.

Science and environmental policies are the mostnoonly accepted options for
dealing with this crisis. The environmental crisgprimarily a consequence of human action.
Therefore, there is the need to question the mastlmental values. This highlights the

importance of ethical thinking in relations to taevironmental crisis. The three main classes



193
194
195
196

197
198
199
200
201
202
203

204
205
206
207
208
209
210
211
212

213
214
215
216
217
218
219

220
221

of ethical theory are teleological, utilitarian ashelontological. Environmental ethic is a topic in
applied ethics which examines the moral basis girenmental responsibility. There are three
primary theories of moral responsibility to the mamment. These are anthropocentric,

biocentric and ecocentric

Anthropocentrism

The anthropocentric theory is human-centered anpreszed the view that all
environmental responsibilities are derived from hAannnterest alone. The assumption is that
only human beings are morally significant persomsl daave a direct moral standing.
Anthropocentrism or human-centeredness is belidyedome to be the central problematic
concept in environmental philosophy, where it isduto draw attention to a systematic bias in

traditional western attitudes to the non-human a/@daess, 1973).

Biocentrism

The second theory of moral responsibility to theiemment is biocentric. It is a life-
centered theory, which states that all forms @& hihve an inherent right to exist. Biocentrism
iIs most commonly defined as the belief that alirferof life are equally valuable and humanity
is not the centre of existence. Biocentric posegiagenerally advocates a focus on the well-
being of all life in the consideration of ecolodigaolitical and economic issues. Animal rights
theorist contends that if the suffering of all lggnis minimized, then the environmental
destruction will be appeased. They segregate liarganisms into a hierarchy based upon
moral criterion such as sentience or a basal leteligence (Singer, 1990).

Ecocentrism

The theory of ecocentricism is more holistic mapproach, typically building upon the
interdependence of each organism, species, comynamit ecosystem. It often see that acts of
destruction against a specie have a ripple efédtgrting other symbiotic species and thus the
stability of the entire biological community andosgstem. The environment is considered to

be in a moral par with humans

Corporate Environmental Ethics

Many tasks of industry, such as procuriany materials, manufacturing and marketing,
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and disposing of wastes, are in large part resptengor pollution. This is not because any
industry or company has adopted pollution as aaratp policy. When raw materials are

processed, some waste is inevitable. It is usuady possible to completely control the

dispersal of all by-products of a manufacturingogiss. The cost of controlling waste can be
very important in determining a company’s profitngias.

Protecting the environment involves megtie need of both current and future
generations. Welford (1996) examines the varioyg@grhes to environmental policy to get
businesses to improve their environmental perfomagnand how business itself influences
that policy. These approaches according to him #re:free market approach and self-
regulation; the reformist approach and financiaemtives; and the interventionist approach

and legislation

Under standing Environmental Costs

Environmental costs are generally defined narrodgvironmental costs are those
costs incurred in compliance with, or preventiorbdach of, environmental laws, regulations
and company policy. However, the true environmenptats to a firm can be far broader,
including; costs of resources both those direathated to production and those involved in
general business operations; waste treatment asgdoghl costs; the costs of poor
environmental reputation; and the cost of payingm@vironmental risk premium.

White, Becker and Savage (1993), categorise enwiemtal costs into two major
dimensions. Those that directly impact on a comjsaogttom-line; they referred to as private
costs. The other encompasses the cost to indiwdsatiety, and the environment for which a
company is not accountable; which they called g$acieost. They can be classified as:
Conventional Costs; Potentially Hidden Costs; Gayent Costs; and Image and Relationship
Costs.

Why Environmental Accounting?

There are several reasons why businesses may eona@tbpting environmental
accounting as part of their accounting system. taded by Environmental Agency, UK,
(2006), these include.

(1) Possible significant reduction or eliminatiohenvironmental costs.

(i) Environmental costs and benefits may be dweked or hidden in overhead accounts.
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(i)  Improved environmental performance which ynlaave a positive impact on human
health and business success.

(iv)  May result in more accurate costing or preciof products and more environmentally
desired processes.

v) Possible competitive advantages as customexg pmefer environmentally friendly

products and services.

The Need for Environmental Reporting

There has been a growing recognition of the ingyaé of transparency for economic
growth and social development. Also, there havenlmls from civil society and a broader
range of stakeholders for greater transparencyaaonduntability to aid decision-making (PR
News Wire Association LLC, 1996-2007).

In Nigeria, an initiative encouraging transparemdyich can help strengthen reporting
in the extractive industry sectors is Nigeria Egtinge Industries Transparency Initiative
(NEITI) launched in February, 2004. While substalngifforts have already been undertaken in
the reporting area, continued action is necessasgréngthen transparency. It is essential that
environment accounting reporting should be givgrride of place, as it is relevant to Risk
Management, Government, Legal Needs, Accounting ulRements, Competition,
Communities, Certification Need, Investors' inter&ontractors and Environmental Groups.
If environmental accounting is the enabling vehiddorm a common basis for the users of
the environment; both internal and external; tieative vehicle is environmental reporting
(Dorweiler & Yakhou, 2002).

Applicability of Environmental Accounting

Towards the attainment of corporate goal of wealtlaximization of a firm,
environmental accounting should be applied in ifgerations - cost allocation, capital
budgeting and process/product design. Numerousnairsehave recognized the complexity,
consequences and necessity of rationalizing acoauaystems to ensure proper allocation of
costs to the sources within the firms that are oesible for such costs (Cooper et al, 1992;
Johnson &aplan, 1991; Ness & Cucuzza, 1995; Todd, 1994).

Through the application of environmental accountimg@nagement in particular, and

other concerned stakeholders can identify enviroriatecost. Hence, they are motivated to
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find ways of reducing or avoiding those costs whiléhe same time improving environmental
quality. This is the conceptual cornerstone of WittiBased Costing, (Schaltegger & Muller,
1997).

It may be easier to include environmental costcapital budgeting, if existing
processes; system and products are already bemignad environmental costs in cost

accounting systems. Integrating environmental agitog into capital budgeting involves:

. Quantifying environmental costs

. Allocating and projecting environmental costs ardéfits

. Using appropriate financial indicators

. Setting reasonable time horizon that captures enmental benefits.

The design of a process or product would adstdiave significant impact on environmental
costs and performance. Hence, many companies apigl“Life cycle design”’programmes

to take environmental considerations into accotanaearly stage.

Main Environmental Lawsin Nigeria
The main environmental laws in Nigeria irt=u

(@) The National Effluent Limitation Regulation1lS®8 of 1991, which makes it mandatory
for industrial facilities to install anti-pollutioaquipment.

(b) The Pollution Abatement in Industries and Haes Generating Wastes- Regulations
S.1.9, of 1999, which among other things imposérict®n on the release of toxic
substances and stipulates requirements for momgtoof pollution; to ensure that
permissible limits are not exceeded as well adisgabut generator's liability.

(c) The Solid and Hazardous Waste Management Begual S.1.15 of 1991, which
regulates the collection, treatment and disposatadid and hazardous waste from
municipal and industrial sources. The regulatiosogprovides a list of over 1000
hazardous chemicals to be controlled by FEPA bicityxcategory

(d) The Harmful Wastes (Criminal Provisions) Acf 4f 1988, which sentences
individuals who trade, dispose, or transport towiaste in Nigeria or its Exclusive
Economic Zone to life imprisonment. Koko toxic duimDelta State in 1988 gave rise
to this Act.

(e) The Environmental Impact Assessment (EIA) 86t of 1992, which provides the
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procedure for conducting an EIA of any major depetent. The sectoral guidelines for
the EIA Act have now being developed for oil ands,ganining, agricultural,
manufacturing and infrastructure sectors.

) The Sea Fisheries and Inland Fisheries Ac82]19vhich control access to fisheries
resources. The Act includes wide provisions for risgulation of catch species, sizes
and fishing zones. The regulation sets minimunsreet for both finfish and shrimp.

(9) Federal Environmental Protection Agency (FEPXt, No. 58 of 1988. The Act
specifies establishment, membership, functions gmavers of the Federal
Environmental Protection Agency and National Enwin@ntal Standards. In 2007, the
National Environmental Standards and Regulation®rigement Agency ( NESREA)
Act repealed the FEPA Act. NESREA has amongst otbactions the power to
enforce compliance with laws, guidelines, policasd standards on environmental
matters. According to Barrentt and Graddy (200Q), improved environmental
regulation resulting from appropriate political tingtions is likely to improve
environmental sustainability. The worries are hdfgaive has the Agency been in the
enforcement of compliance and also of note is thek |of jurisdiction over

environmental matters emanating from the Oil and &=ctor.

Global Reporting Initiative (GRI) Guidelines

Society has become increasingly concerned witthéadth of the natural environment
and the role of corporations in impacting ecosystamd human health. Investors are calling
for the use of the Global Reporting Initiative byngpanies to improve their public disclosure
to shareholders on pressing environmental and ISesizes.

Global reporting initiative is designed to provideestors with complete, transparent
and consistent reporting from companies on a braade of social and environmental issues.
The core principles of global initiative reportifiggmeworks are transparency, inclusiveness,
"auditability”, completeness and relevance. Otherg context, accuracy, neutrality,
comparability, clarity and timeliness. The impottaale that the guidelines play in driving
transparency, balance, continuous improvement armbuatability across sustainability
reporting cannot be overemphasized. Nigerian catpdiirms must be up and doing, to help
investors understand the environmental and sohiagats they face, whether from climate

change risks, resources challenges or workplaceitbmms.

10
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Data Analysis and Discussion of Results

The underlying objective of this paper is to asshew government legislations
promote or impede improved environmental accounpnactice, while comparing current
practices across firms of different types. Variolypes of financial costs included in
environmental project financial evaluation were sidered to identify the degree of consensus
among various firms regarding the relative impactaof each of the financial costs items.

In determining the influence of compliance with Bligin laws on environmental
accounting practice, the degree of consensus artf@ngespondents was evaluated by the
mean ranking of their responses in ascending otberlowest ranked 1 and the highest rank
for the highest values. The ranking statistic — #ahs Coefficient of Concordance suggested
by Siegel (1956) was employed since it is a sinmgitaus test for relationships between
multiple cases. This test is often used for expngssiter-rater agreement among independent
judges who are rating (ranking) the same stimuli.

However, most texts do not provide adequate inftionaor tables to enhance the use
of Kendall's Coefficient of Concordance (W) as atistatistic. Hence, the significance of any
value of W was evaluated by Chi-squa¥é)(at 5% level of significance and n-1 degrees of
freedom was used to derive the index of consensus.

According to Gibbons (1976), the test-statistic barmeasured as

X=K(n-1) W
orW = 12D
K n(rf-1)

given that D :E,-rjl [ Rj — K_(Qﬂf or Zil(R,- - RY
2

where;
n = the number of respondents
K = the number of objects ranking the factors
D = sum of squares of the observe deviatiom® the rank mean
R = mean ranking
R = sum of ranks assigned to the n’s

When there is a perfect disagreement W =0, whilel\shows a perfect agreement.

11
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The Chi-square>f) statistic was used to evaluates the perceptioresgondents whether or
not environmental accounting is significant in bemerking standard for corporate reporting.

The study shows that of the 25 sampled compani8% ®ave Environmental
Management System (EMS) in place while 84% of #maed firms have their environmental
costs quantified. The implication is that some lod tompanies have near to non-functional
EMS. Forty-four (44%) of the quantified costs awcked at the plant level, 35% and 21% at
corporate and divisional levels respectively.

Table 1. Types of financial costs included in environmental project financial

evaluation
SN No. of Per centage
Respondents (%)
i. | On-site air/waste water/hazardous waste testing/ 288 79
monitoring
ii. | On-site air/waste water/hazardous waste treatment/ 259 71
disposal/control
iii. | Manifesting for off-site hazardous waste transport 215 59
Iv.| Off-site hazardous waste/waste water treatment 183 50
V. | Energy costs 285 78
vi. | Water costs 270 74
vii.| Licensing/permitting 274 75
viiii Reporting to government agencies 190 52
ix.| Environmental penalties/fines 208 57
X. | Staff training for environmental compliance 267 73
xi.| Environmental staff labour time 139 38
xii.| Legal staff labour time 102 28
xiiif Natural resources damages 117 32
xiv] Employee safety/health compensation claims 288 79

Source: Field survey 2013.

Table 1 shows the various types of financial castfuded in environmental project
financial evaluation. Evidence contained in theldatuggests that On-site air/ waste water/
hazardous waste testing/ monitoring and Employéetygahealth compensation claims were

the most important internal costs included in emwinental project financial evaluation as

12
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indicated by 79% of the respondents. However, #astl used internal costs are legal staff
labour time (28%) and natural resources damage®)3@f the companies that quantifies
environmental costs, 67% indicate that the coslvays/usually assigned to overhead; while
18% stated that they are always/ usually to prddumtess; 15% indicated that they are left in
the pool of costs.

The study revealed that 34% of the respondentsanelil that the production/operation
staff develops cost estimates for environmentaljepts, environmental staff 30%;
financial/accounting staff 26%; and consultants 108ixty-seven percent (67%) of the
companies indicated that screening/evaluation ofirenmental project is done prior to
detailed financial analysis. In evaluating the aginof respondents on the relevance of
environmental costs accounting in corporate repgrtihe responses as indicated in table 2 are

analysed using Chi-squar¥’.

Table 2:Relevance of Environmental Accounting in corporate reporting

Responses No of respondents
Strongly agree 169
Agree 48
Undecided 87
Disagree 109
Strongly disagree 22
Total 435

Source: Field survey 2013.

At 5% level of significance and degreefreiedom of 4, the computed = 148.89 is
greater than the critical vall&, o5 = 9.48773; hence the hypothestiy) that environmental

accounting is not significant in benchmarking stddor corporate reporting is rejected.

13
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409 Table 3:Theinfluence of legislation on corporate environmental accounting practice.

Sectors +VE _ No -VE Mean Ranking Sum
impact +VE Noimpact | -VE | +VE | Noimpact | -VE

Agro-Allied 14 14 7 0.4 0.4 0.2 5 8 7 2Q
Automobile & Tyre 11 16 8 0.31 0.46 0.23 2 11 g 21
Breweries 22 9 4 0.63 0.26 0.11 9 5 6 20
Building Materials 12 10 8 0.4 0.33 0.23 5 7 8 20
Chemical & Paints 18 15 2 0.51 0.43 0.p6 9 P 19
Conglomerates 13 14 3 04 0.47 0.09 v 12 h PR3
Food & Beverage 38 9 3 0.76 0.18 0.04 12 3 2 17
& Tobacco
Health Care 26 12 2 0.65 0.3 0.05 1p 6 1 17
Industrial/Domestic 11 6 18 0.31 0.17 0.51 2 11 18
product
Petroleum 26 10 4 0.65 0.25 0.10 10 4 g 19
Printing & 10 5 20 0.29 0.14 0.57 1 1 12 14
Publishing
Textile 12 15 8 0.34 0.43 0.2 4 9 8 21
Total 213 135 87
Column mean 1775 11.25 7.2
Grand mean 12.08

410 Source: Field survey 2013 & Authors, computations.

411 From table 3, D = 622.96; W = 0.484 aXfd= 15.972. The compute¥’ is lesser than
412  critical 2= 33.9244 at 5% significant level, hence the hypsih Hoy) that the compliance
413 with Nigerian environmental protection laws has significant influence on environmental
414 accounting practice is accepted.

415 A close look at the income statements of the samnplempanies showed general
416 statements on Employee Health and Safety (EHS)isindf community development project
417 donations and charitable gift where applicable.r&éhgere no sufficient details of integration
418 of environmental issues into their accounting nestri

419 Society has high expectation from corporate firms respect of environmental
420 performance. As pressures to curb industrial pollutnount, more and more companies will
421 find themselves considering investment projects Have both business and environmental
422  benefits. Proactive managers are constantly orotble out for business-oriented solutions to
423 their environmental challenges.
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424 Environmental accounting offers a powerful meas@nanool to concretely present the
425 financial returns of proposed environmental-frignoivestment. It offers an interesting view
426 of corporate environmental practice and its retatio the profit objective; by providing a
427 gateway by which the often hidden environmentadljated costs can enter the financial
428 decision-making process. Environmental accounteny positively change the perception and
429 behaviour of managers, owners, and financiers tsvanvironmental improvement project.
430 Firms should endeavour to evaluate environmentajept, prior to detailed financial
431 analysis. Environmental accounting must become pérstrategic planning and capital
432 budgeting exercise. This means infusing core bssirleinking with accurate perceptions of
433 environmental costs. Environmental accounting iemsive. Companies should endeavour to

434 adopt the practice.

435 Summary and Conclusions

436 This paper attempts at assessing enviroraheatcounting practices in Nigeria; an
437 emerging economy of the world. Nigeria continuesudéfer the detrimental effect on marine
438 life and human health from water and air pollutidhe government has indicated a desire to
439 change this situation, and in recent years hasitaleasures to effect this change by promoting
440 the performance of environmental risk assessmeart for project initiation.

441 The issues have been that of compliance earidrcement and of creating accounting
442  systems that will allow both firms and their staédelers (investors, customers, environmental
443 organization, host communities) a clear perspeatinethe total environmental effect of a
444  company.

445 Basically, this study compared practice yn$ in the various sector of economy and
446 assessed how government legislations promote ocedempmproved environmental accounting
447 practice. The results of the findings indicate tlRaivironmental accounting practice is
448 significant in benchmarking standard for corporegporting. It was also revealed that the
449 compliance with Nigerian environmental protectiaws$ has not had significant influence on
450 environmental accounting practice by corporate girmthe country.

451 The study revealed that the input of planviemmmental staff is important in cost
452 categorization and tracking of cost in developingeavironmental management system. It was

453 discovered that legal staff labour time and natrgaburces damages are the least internal costs

15
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included in environmental project financial evaloat It has been established in this study that

the establishment of an Environmental Managemertdte®y (EMS) is an essential for

corporate firms in Nigeria. This is an importargk&o ensure that all relevant, significant costs

are considered when making business decisions.

Arising from this study the following remmnendations are put forward in order to

promote the practice of environmental accountingcbyporate firms and to enhance the

benefits derived there from.

External impact costs should also be accorded iitapce and given the required
attention. The least used internal costs such asataesources damages and legal staff
labour hour if given the required attention wildtee friction between the companies
and their host communities.

The practice of assigning environmental cost alwaysoverhead is not the best
practice. However, environmental cost should bey daillocated to products and
processes to enable managers know the true castseamefits of retaining or changing
processes and product; and for appropriate pridegsions. Costs should be traced
systematically and attributed to the responsibte@sses and products instead of being
summed up in general overhead.

Government should step-up its enlightenment progranon policies and laws on
environmental protection in order to increase awass amongst corporations
operating in the country. Also, the relevant ages@hould ensure enforcement of and
compliance with these policies and laws.

Companies should endeavour to make use of envinot@ineost and performance
information for designing environmentally prefembbprocesses/products. This will
result in improved profitability and a reductionanvironmental risk.

Accounting professionals need to be trained inr@mnental accounting methods, and
have appropriate guidelines to follow. Hence, thigeNan Accounting Standards
Board (NASB); now Financial Reporting Council (FR€hould think of having an
accounting standard that will have a framework xteed practices to include costing
and methods of pollution control; comparing altéirea materials to be used,

investigating possible recycling alternatives etc.
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Suggestions for further research

Environmental accounting is an emerging and conteary field relevant in these days
of debates on global environmental/climatic charayes control. Further research in the field
of accounting should look at:
(1) link between environmental accounting practicesfand performance; and

(i) the link between Environmental accounting practeed corporate governance issues.
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