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Abstract 

Environmental accounting is a necessity that came because the interaction of business 
activities with the environment. This results in the depletion, degradation and alteration of 
natural resources and causes environmental changes. This sometimes creates adverse effect 
on humanity and it is the reason many are advocating for adequate disclosure of information 
relating to the impact that business activities are having on the environment. This is consider 
useful for appropriate policy making and regulation by government on how these resources 
are dealt with. There are some other benefits this disclosure will procure for the disclosing 
firm. However, the Nigerian experience is different because preparation of environment 
accounting is voluntary, many Nigeria company are not preparing it. This paper therefore 
expatiate on the necessity of environmental accounting and the benefits it stands to give if 
made mandatory. It suggests that government should sanction when necessary if companies 
do not comply. 
 

 
 The interaction of economic beings with the environment has always produced some impacts 
which alter the state of the environment. This in many ways has prompted some conscious efforts in 
trying to maintain environmental preservation and at the same time striking a balance in the pendulum 
of environmental activities. Activities within the environment have resulted into resources depletion 
and environmental degradation. Some of these activities have led to the depletion of the ozone layer 
for instance and causing a distortion of the environmental system. 
 As a result of these, there is an increasing concern about environmental degradation, resource 
depletion and the need for sustained economic activity (Igweonyia, 2016). It is this concern that has 
resulted in the development of natural resource and environmental accounting. 
 The organizations that have had significant impact on their environment are thus compelled to 
inform the public of its activities and interactions with the environment. This paper therefore 
amplifies the need for environmental accounting in Nigeria in view of the abounding natural resources 
and the need for economic activities on them which have not only increase earnings but conflicts with 
host communities of many organizations and the effect on environment. 
 
Concepts of Environmental Accounting 
 The term “Environmental Accounting” has been variously defined by different writers and 
researchers Kelly (1981) was of the view that environmental accounting involves the provision of 
financial and non-financial information relating to the environment and other items. 
 Corner (2006) defines the term as that form of accounting involving the collection, recording 
and reporting of internal and external information about the financial and non-financial impact of 
organizational activities upon individuals, society and the physical environment. 
 It can be inferred from these that environmental accounting is an extension of the 
conventional financial accounting. Yaklou and Dorweiler (2004) gave an all embracing definition of 
environmental accounting as an inclusive field of accounting that provides reports for both internal 
use generating environmental information to help make management decisions on pricing controlling 
overhead and capital budgeting and disclosing environmental information of interest to the public and 
to the financial community. 
 
Development of Environmental Accounting 
 The conventional accounting has some limitations to measure and account for resources that 
do not only affect the financial and also non-financial stakeholders such as the society and 
environment. It was for this reason and more that environmental accounting was developed. 
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Wells (2005) states that financial accounting focus only on information needs of those who 
are involved in resource allocation decisions of the entity and therefore limits access to information by 
people who may have been impacted by the activities of the organization but are outside its financial 
perimeters. 

Wells (2005) further states that the basic principle of “materiality” in conventional accounting 
has tended to preclude the reporting of environmental information given the relative difficulty of 
identifying and quantifying some categories of environmental costs and benefits. 
The recognition criteria in financial accounting require an item to have a cost or value that can be 
measured financially and reliably. Hence, most efforts to give value to the impact of activities on 
external environment are considered as estimates with a measure of controversy. 
For these reasons and many more, conventional accounting have limitations on reporting on 
environmental accounting; it neither assign monetary costs to the consumption of natural resources 
nor recognize expenses on resources which are not controlled by the entity except in some cases such 
as fines. 

Apart from the limitations of conventional accounting as reasons for developing 
environmental accounting, its development also became necessary because there are certain 
consumers who are concerned about environmental safety and health and therefore prefer 
environmentally friendly products and services. There is an increased awareness and understanding of 
community members on environmental issues and implications of some corporate activities on their 
environment. Also, environmental laws and regulations by the government or environmental agencies 
make it mandatory for the disclosure of their environmental activities. In Nigeria for instance, 
environmental damages caused by the operational activities of some exploration and mining 
companies have created serious problems. (Peskin and Lutz 1990 in Lange 2003) In the 1990’s, the 
World Bank conducted a review of environmental accounts, providing a compendium of which 
countries had complied environmental accounts, the method that had been used and the extent. 
Since that time, environmental accounts have increasingly been recognized as a useful economic tool, 
resulting in a great deal of activity in both developed and developing countries. 
 
Components of Environmental Accounts 
 Lange (2003) reports that environmental accounts have four components. The first 
components is natural resource assets accounts which deals mainly in the stock of natural resources. 
The changes that occurs in stocks during the period are divided into those that are due to economic 
activity such as extraction of minerals and those that are due to natural processes such as growth, birth 
and death or other factors. 
 The second component is pollutant and material flow account. This provides information at 
the industry level about the use of energy and materials as inputs to production and final demand and 
the generation of pollutants and solid waste. 
 The third of the components is the environment protection and resource management 
expenditures. It identifies expenditures incurred by industry, government and households to protect 
the environment or manage resources. 
 Environmentally adjusted macro economic aggregates is the last component of environmental 
accounting. This include indices of sustainability such as the adjusted net domestic product. 
 
Environmental Accounting and Policy Analysis 

Environmental accounting has become a major elements of governmental policies. Lange 
(2003) says assets accounts have been used to monitor sustainability in various ways. The assets 
accounts could be more widely used to assist in resource management. The flow accounts are widely 
used to assess the impact of environmental tax reform, to design economic instruments to reduce 
pollution emissions and to assess competitiveness under new, more restrictive environmental policies. 
According to Lange (2003), Norway has used the flow accounts for energy and green house emissions 
to assess a policy that many countries are considering changing the structure of taxes to increase taxes 
on emissions and resource use while simultaneously reducing other taxes by an equal amount in order 
to remain fiscally neutral. 
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The environmental protection and resource management account could also be used for policy 
making on matters relating to economic impact of environmental regulation, taxes, assessment of the 
costs of regulation relative to their benefits and recycling and reuse of materials. 
Lange (2003) affirmed that no developing countries have yet use in comprehensive manner the 
environmental protection and resource management. For instance, Nigeria business community 
reporting system has more to do in this area. 
The environmentally adjusted GDP focus the attention of policy makers on the impact of 
environmental degradation and depletion of natural capital. 
 
Environmental Account in Nigeria 

Unlike the developed countries where it is mandatory to disclose environmental activities, the 
developing countries and Nigeria in particular are lagging behind in matter relating to environmental 
accounting. (Musa, Peter and Bukar, 2015) although there are several statutes regulating financial 
reporting of companies in Nigeria, none of the professional bodies or regulatory agencies or statutes 
regulating these companies have made the disclosure of environmental activities mandatory. 

The companies and allied matters act (CAMA 1990), section 342 schedule 5 part III as 
amended provided that public limited liability companies should include under the directors report, 
information about their social activities in their corporate annual reports. No provision was made for 
environmental disclosure and this simply means the companies may not disclose the impact of their 
activities on the environment. 

The environmental law formulated by the Federal Government through the Ministry of 
Environment and Natural Resources are quite limited in scope and substance as it relates to 
environmental accounting. These laws are limited to restrictions on the release of toxic substances 
into the environment, stipulating the requirements which industries and facilities generating waste 
must meet and so on. These laws fall short of the requirement for environmental accounting. The few 
available environmental laws are poorly implemented. 

Unlike Nigeria, empirical studies in environmental accounting have confirmed increase in 
environmental disclosure in UK (Gamble, Hus, Kite and Radtke, 1995). Another study by Deacon and 
Rankin (1996) also affirmed that Australian companies willingly provide information favourable to 
their image. Research by Alkdahash (2004) finds out that the accounting disclosure of social and 
environmental activities of Jordanian companies showed that 74% of the companies in the study 
disclosed social and environmental activities. 
This Nigerian study by Omokhudu (2007) showed only 60% of the sampled companies disclosed their 
social and environmental activities. 
 
Advantages of Environmental Accounting 

Environmental accounting becomes necessary in view of the need for sustainable 
development in Nigeria and the world. One of the major benefits of this accounting is the fact that it 
can lead to the development of environment management system which is necessary for companies 
engage in international trade. 

Appropriate disclosures can induce environmental policies that can save the future in 
resources management and protection. When there is disclosure relating to the environment, the 
company’s share can become more attractive to investor; environmental accounting can guarantee 
better borrowing access, increase the company’s profile and can lead to new investors because 
organizations can recycle what was formerly considered waste to invest new product. 
 
Conclusion 

Environmental accounting is a bold attempt to meet the information requirement of 
stakeholders who understand the implications of the consumption of natural resources and emissions 
of greenhouse gases around the world. There has been no firm regulatory requirement to make 
disclosures relating to environmental related activities by companies in most part of the world, yet the 
impact of industries on the environment is compelling. Some countries of the world have made 
progress in the matter of disclosure of activities related to the environment, Nigeria as well as most 
other developing countries have at best some laws relating to interactions with the environment and 
disclosure in a formal statement has been made voluntary. 

The Necessity of Environmental Accounting as a Means of Sustainable Development in Nigeria 
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Most companies have had environmental damaging activities such as oil exploration in the 
Niger-Delta area of the country, impact of mining activities on the environment around Kebbi State in 
Northern Nigeria and many others. 
Environmental accounting is a necessity which provides information to the management for decisions 
such as pricing, controlling overhead and capital budget and much more for external use. 
Environmental accounting is a vital tool for development as it helps in policy making which can help 
in safeguarding the environment as well as human elements. 

While disclosure is not mandatory for Nigeria companies for now, it is a means which can 
bring in more investors to the country as many would like the product they consume to be fair to the 
environment in matters of safety and health. 
 
Recommendations 
In view of the essentiality of environmental accounting to Nigeria, the following recommendations 
are made. 
1. Environmental accounting should become mandatory for companies especially for those 
whose activities are most likely to be inimical to their environment. 
2. Statutory and standard setters should give environmental accounting reporting and disclosure 
issues high priority. 
3. Environmental activists and advocates should ensure that companies comply with disclosure 
requirement which may be required of them. 
4. Appropriate sanctions should be imposed on any company who fails to make adequate 
disclosure. 
5. The ability to make appropriate policy through environmental accounting should be enhanced. 
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