
10TH ACCOUNTING AND FINANCE CONFERENCE BOOK OF PROCEEDINGS VOLUME 10 ISSUE 2, 2020 

79 

 

OGREEN ACCOUNTING: A PREREQUISITE TO FIRM SUSTAINABILITY  
 

1Iormbagah, J.A., 2Onodi, B.E., 3Okezie, S. O. & 4Nwaorgu, I.A  
Department of Accounting, College of Management sciences, 

Michael Okpara University of Agriculture Umudike. Umuahia, Abia State.  1Corresponding 
author’s E-mail: jiormbagah1@gmail.com  

 
 
ABSTRACT 
Anchored on the Stakeholders theory, the study adopts a mixed research design of both survey 
and content analysis to assess the environmental impact of firms’ economic activities and the 
need for green accounting by firms in Nigeria. On the part of the firm; a content analysis of 
the firms, sustainability report is done to ascertain the green accounting methods used by the 
firms. Using a sample of 30 responses drawn from returned questionnaire, the study used 
frequency and percentages to explain people’s perception towards green accounting and its 
implication for firms’ sustainability (green accounting practice). From the study findings it is 
concluded that environmental issues and poor sustainability measures by firms is still on the 
rise as shown by the level of green accounting methods adopted by the firms in their published 
sustainability reports. Irrespective of the oil and gas firms effort to publish sustainability 
reports in line with the GRI standard to prove their level of environmental responsiveness, the 
host communities members and other firm stakeholders responses shows that oil and gas firms 
in Nigeria are putting less effort to foster green accounting practices that will minimize 
negative environmental impacts as well as improve firms’ sustainability. Findings further 
revealed that, poor implementation of green accounting methods as a result of firms’ economic 
interest of cost minimization has led to environmental issues that have greatly thrown the image 
of the firms to the mud in the eyes of stakeholders like the host community who are key players 
to the existence and sustainability of the firms. Thus it is recommended that government must 
introduce and adequately implement laws that guide the adoption of green accounting 
practices by firms such that the environmental impacts of firms’ economic activities will be 
checked and minimized. This can be done through imposition of high taxes on flaring that is 
above alternative flaring cost, such that firms will be persuaded to resort to production 
techniques other than gas flaring that encourages environmental conservatism and firm 
sustainability. On the other, to avert such high tax impositions firms should consider the need 
to employ the services of management accountants that are cost evaluation experts and 
versatile in green accounting to determine the best cost approach that will be environmental 
friendly. This approach best protects the interest of all the firms’ stakeholders as explained by 
Freeman in his (1984) stakeholders’ theory of the firm. 
 
Keywords: Green accounting, environmental pollution, stakeholders’ theory and 
sustainability report. 
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INTRODUCTION 

Green accounting methods are erroneously considered by firms as means to additional 

production cost. Even without adopting green accounting methods cost is definitely going to 

be incurred, just that without adopting green accounting methods, global sustainability is 

threatened which has more cost implication (financial and non-financial) to both the current 

and future generation. The erroneous cost implicative idea has made many firms shy away from 

their environmental responsibility as well as playing the role of partners in achieving the 

sustainability goals of the world. In most cases, businesses fail to note that their economic 

activities sooner or later deplete natural assets and pollute the environment, which is harmful 

to the host community, thereby disrupting the relationship between firms and the host 

community (Osemene & Olaoye, 2009). This issue threatens business-community healthy 

relationship as a result of the divergent interest of both parties as stakeholders of the firm. 

Agarwal and Kalpaja (2018), suggested that the practice of green accounting can remedy the 

lingering unhealthy business-community relationship caused by harmful environmental 

practices. This can be done by finding the right environmental and financial cost mix in order

to arrive at a point where the ultimate effects of the firms’ operations on the environment will 

be minimized. Currently in Nigeria, green accounting is a voluntary practice, additionally there 

are no straight forward regulations related to how companies ought to adopt or engage in green 

accounting practice which has led many firms to engage in production practices that has little 

or no regards to green-house protection of the environment and it’s inhabitant.  

 
When firms use environment assets for their economic activities, they need to take into account 

the costs of the environment impact of their production activities vis a vis environmental 

pollution and prevention of such pollutions or restoration of such degradation with the aid of 

green accounting practices. Societal awareness and concerns for green house impact of firms' 

activities have risen over the past decades. At the time, questions about issues affecting the 

natural environment have been raised. According to Daferighe, (2010), these issues include, 

waste management, green-house gas emissions, protection of the ozone layer and climate 

change. Although criticisms on the impact of firms’ activities on green house and the 

environmental had slightly diminished in the Nineteen Eighties, the creation of environmental 

and green house regulations in the Nineteen Nineties signified a renewed interest for green 

house accounting (Otte, 2008). This renewed interest for the natural environment cuts 

throughout various fields of study and has drawn world interest particularly in the business 
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world whose economic productive activities contributes to environmental issues and impact on 

green house (Rajshree & Sravani, 2018). As result, there have been calls globally by 

stakeholders of the firm for increase green accounting and disclosure on the impact of firms’ 

economic activities on the environment and green house. 

 
The disclosure of a firm’s green costs is believed to make the firm responsive (Singh & Joshi, 

2009). By adopting green accounting methods, firms have the chance to minimize costs 

associated with green methods of production and in same manner disclose the associated green 

accounting method and cost to the various stakeholders as this serves as an essential 

determinant of economic performance and environmental responsiveness of the firms 

(Uwalomwa, 2011). Few studies have argued in support of a positive association between green 

accounting and the level of firms’ economic performance (Yakhou & Vernon 2004; Agbiogwu, 

Ihendinihu & Okafor, 2016; Nnamani, Onyekwelu & Ugwu, 2017); however, authors like , 

Makori Jagongo, (2013) Adekanmi, Adedoyin and Adewole (2015); Dibia and Onwuchekwa 

(2015) argued that that green accounting negatively impacts the level of firms’ economic 

performance as it is a cost against the profit of the firms. Agbiogwu et al., (2016) countered 

authors who are of the opinion that green accounting increases a firm’s cost of production. 

They argued that the cost associated with green accounting methods should be viewed as an 

investment into the environment for sustainability sake, which is why Agbiogwu et al., (2016) 

reiterated the need by firms to adopt green accounting for sustainability purpose.  

 
Green accounting as a notion is an emerging issue in developing countries, Nigeria inclusive 

however it has acquired massive attention in developed countries like the United States of 

America (USA), the United Kingdom (UK), Australia and many others. In Nigeria, several 

environmental and safety laws have been enacted with the aid of the Federal Government in 

order to make certain that firms comply with the environment associated matters by way of 

taking into consideration production techniques that are environmentally friendly as well as 

disclose such methods used. Over the last decade, the government of Nigeria has encouraged 

firms to carry out economic activities in line with global environmental best practices, as such 

firms operating in Nigeria have been encouraged to adopt the Global Reporting Initiative (GRI) 

standards for sustainability reporting. Despite such efforts firms in Nigeria particularly those 

in the oil and gas sector that are involved in environmental unfriendly production activities take 

little or no measures in compliance to these environment protection laws, neither has there been 

strict compliance to the reporting guidelines set out by the GRI standard (Nnamani et al., 2017). 
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To allow firms improve green cost responsiveness, it is essential to call their attention to the 

need for green accounting and the need for such firms to dedicate a part of their annual reports 

for green accounting reporting so as to be environmentally responsible. Thus, the study sets to 

examine green accounting practices of firms in Nigeria vis a vis the level of green reporting. 

Also, the study will examine the environmental impacts of firms’ economic activities in Nigeria 

using a content analysis approach. 

  
THEORETICAL LITERATURE 
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Freeman and Reed in 1983 postulated the stakeholders’ theory with due recognition of the 

various firms' stakeholders and their interest in the activities of the firm. In 1984, Freeman 

developed a wider view of stakeholders’ theory. Freeman (1984) defined stakeholder as any 

individual or group who has an interest in the activities of the firm. He further stated that the 

persons/group is capable of influencing the economic activities of the firm. The integral tenant 

of the stakeholder’s theory is that the firm’s sustainability is established upon the successful 

administration of the inter-relationships between the number of firms’ stakeholders without 
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which the accounting concept of going concern won’t be achieved by the firm (Freeman 1984). 

As mentioned in Abdel-Rahim and Yousef (2010); Agarwal and Kalpaja (2018), Freeman in 

his 1984 study incorporated the stakeholders’ concept into the firms' policy planning model 

and firms' “Triple Bottom Line” model also known as the TBL model. Kassinis and Vafeas 

(2006) grouped the major stakeholders of firm into the firm management who represents the 

firm’s interest, the host community and the shareholders. These firms stakeholders’ interests 

are embedded in the 3Ps (People, Planet and Profit) tenants of TBL. The TBL model postulates 

that,  the firms (Firm managers) in carrying out their economic activities in order to make profit 

for shareholders, impact negatively the environment which is the source of economic 

sustainability of the people (Host communities). As such, firms while making profit must seek 

ways to compensate the people through being socially responsible or by adopting green 

accounting methods of production that are less harmful to the environment. The Freeman’s 

stakeholders’ model posits a possible synergy for harmonizing the diverse interest of the 

stakeholders. 

In Freeman’s first model, the stakeholder evaluation focus on creating and evaluating the 

approval of company green accounting strategic decisions by stakeholders like; the 

shareholders and host communities whose support is required to uphold the firm’s 

sustainability. These stakeholders pose little or no direct threat to the firm sustainability 

however, their conflicting interest on how the environment should be used is continuously 

regarded as an issue that must be managed effectively and efficiently through green accounting 

methods. The best possible approach in mitigating this foreseeable conflict between 

shareholders and host communities is for firms’ managers to use green accounting methods in 

manufacturing products that are environmentally friendly, protect the green house, as well as 

make returns on investment to the shareholders. Freeman’s second model suggest that, 

evaluating strategic plans of firm managers should encompass external influences which if not 

considered by the firm managers might sometimes be averse to the firms' interest. This 

evaluation can be assessed through access to the firms report on green-house accounting. The 

external groups may include the regulatory environmentalist worried with sustainability goals, 

the shareholders, customers, potential investors, and the host communities (Ali, 2002).  

 
The second model allow firms to consider strategic decisions that are adaptable to change in 

the sustainability needs of various stakeholders. This means firms must adopt solely production 

methods that discourages environmental depletion and pollution, as well as manufacturing 
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products that are not hazardous to the people, creating a protected environment and healthy 

products. The idea of stakeholder’s theory in green accounting is premised on the notion that 

through adopting green accounting methods, environmental impacts of firms’ economic 

activities will be minimized and the diverse stakeholders’ interest in a firm can be harmonized 

to obtain sustainability goals. 

 
The Concept of Green Accounting    

Green accounting is synonymous to environmental accounting. Green accounting in a way 

differs from environmental cost accounting. While, green accounting focuses on manufacturing 

strategies that will possibly give rise to zero environmental hazards and improvement in green-

house gases, environmental cost accounting entails cost evaluation of environmental hazards 

brought about by firms economic activities and the cost involved to remedy such environmental 

impacts (Tapang, et al., 2012; Ismail, 2009). According to Rajshree and Sravani (2018), the 

term “Green Accounting” was coined by economist and Professor Peter Wood in the 1980’s. 

As mentioned in Salah, (1997); Rajshree and Sravani (2018); green accounting is a type of 

accounting that factors environmental costs into the financial results and operations of firms 

by way of considering cost accounting techniques for production of environmentally friendly 

products through environmentally friendly economic activities. It has been argued that firms’ 

in carrying out their economic activities ignore the environment cost factors. As a result, 

policymakers have come up with models that comprises of green accounting methods in order 

to compel firms into adopting green accounting methods to achieve the sustainability goals of 

the world (The European Commission, 2011). Over the world, green accounting has been 

heralded to be the new possible means of measuring firms’ contribution to sustainability goals 

of the world (Lehman, 2011). Makori and Jagongo (2013) noted that the primary objective of 

green accounting is to assist firms understand and control the possible inter-relation and inter-

dependence between traditional business goals which has to do with profit maximization, cost 

minimization and that of the stakeholders which is more of sustainability goals. Green 

accounting is erroneously considered by firms as means to additional production cost which is 

in opposition to the interest of the firm however, this  be can be seen as a step towards 

eventually a strong sustainability in the long run if green accounting methods are adopted by 

the firms (Freedman & Jaggi, 2005). In this regards various legislations and guidelines have 

been published world wide to encourage green accounting practice. 
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Incorporating Environmental-Economic Accounting (SEEA) or the GRI standards as green 

accounting guidelines are is to forestall the depletion of scarce natural resources and to stop 

environmental degradation and pollution in order achieve global sustainability (Yakhou & 

Vernon, 2004). The United States Environmental Protection Agency (2006) posited that green 

accounting has two purposes out of which one is to improve the firms environmental 

performance and the other is to look at the feasible impact of firms’ operations on the 

environment in order to proffer new paradigm in production methods that will cushion such 

adverse environmental impacts. Ullah, Hossain and Yakub (2014) further inferred that 

inculcating green accounting into the firm’s financial and management system is necessary for 

the sustainability of environmental and financial performance of the firm. Yet, it is still a hard 

task to enforce the practice of green accounting methods in a developing nation like Nigeria 

due to lack of information to the various firm stakeholders regarding the cost and benefits that 

will arise from such policy implementation. Quiet often the lack of information on green 

accounting practice has led both firms, the host community, shareholders and regulators to not 

give credence to the possible and plausible environmental impacts of firms’ economic activities 

which without green accounting global sustainability is threatened (Tapang et al., 2012). 

  
In the early work of Salah (1997), he mentioned that green accounting is a path to a sustainable 

future when firms consider the environmental impacts of their production methods vis a vis the 

internal cost of mitigating such negative impacts. According to Srinivasa, (2014) to make worst 

the case of sustainability, most firms ignore costs such as the environmental cost, social cost, 

and economic cost in order to make more profit which in turn is unfavorable to sustainability 

goals. Daferighe and Money (2015) reiterated that firms need to make sure they consider 

exceedingly the need for sustainability overall performance in carrying out their economic 

activities such that the natural resources can be efficiently used and the environment protected 

at all means. Thus green accounting can be used by firms to track the economic activities of 

the firm, evaluate the environmental impacts of such activities and determine measures that 

will be possibly taken to reduce environment hazards and ensure sustainability of the green 

house. 

 
The Need Green Accounting 

Green accounting is linked to the welfare concept of economics. The knowledge of green 

accounting and its applicability helps the understanding of genuine environmental impacts of 

firms’ economic activities so as to conserve the green house (Harazin & Horvath, 2011). Firms 
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need to take responsibility for the impact of their activities on the environment in the past, 

present and future via incorporating green accounting measures. These firms must be 

responsible for the damages caused by their activities before, during and after the production 

process. Impliedly, the environmental costs incurred as a result of usage of firms’ product 

should be accounted for (Daferighe, 2010). James and Gbalam (2013) asserted that, firms need 

to give quantitative and qualitative analysis of these environmental impacts in order to be able 

to compare the consequences from time to time and keep taking active measures to limit such 

environmental impacts on the green house. In a study made by Rajshree and Sravani (2018), 

they made claims that green accounting is the new method firms can use to be environmentally 

responsive. Instead of allowing the host community go through the negative environmental 

impacts and consequently depletion of the green house, firms must take preventive and 

proactive measures to mitigate such negative impacts by engaging in green accounting 

practices. In our daily parlance, people make suggestions that preventive measure are more 

environment friendly than reactive measures when damages occur thus, it is pertinent to note 

that, green accounting is a preventive green-house sustainability measure, which is more

effective than taking environmental fee reactive measures when damages are already caused; 

such damages on the green house cannot be readily repaired with these environmental fines.  

Green accounting in Freeman (1984) view is important as a result of stakeholders’ reaction to 

firms’ activities. Freeman argued that in order to achieve firms' sustainability, firm managers 

have to act in a way that portrays a positive image to the various stakeholders and only through 

environmental hazards preventive and green house protective measures can such image be 

comfortably attained. Green accounting considers the best possible production procedure that 

is likely to have minimal impact on the environment with due consideration to the cost impact 

to the firm.   

 
As cited in Agarwal and Kalpaja (2018), the following activities can be implemented by the 

firm to prevent adverse environmental impacts and ensure green house protection.  

➢ The firm should ensure that the right device is installed to control pollution. 

➢ Adequate steps must be taken to ensure energy conservation. 

➢ The firm must adopt production technique that is probable to enhance optimum 

utilization of resources.  

➢ The right steps must be taken for proper decomposition of waste. 
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➢ The firm must consult the customers and make conscious effort to improve the quality 

of their product towards greenhouse conservatism.   

 
While to boast stakeholders’ confidence in the firm and send a positive image to the 

stakeholders about the sustainability activities of the firms, Bassey et al., (2013) mentioned that 

firms should enumerate the following information in their financial reports:  

 Water and raw material consumption.  

 Pollution generated  

 Impact of pollution control measures on conservation of natural resources. 

 Nature of hazardous and solid wastes produced and disposal practices adopted  

 Measures taken for environmental protection 

 Steps taken to popularize the benefits of green accounting and reporting by the firm 

 
Methods to Green Accounting 

The United Nations propagated both the physical method and the monetary method in 

environmental accounting which can also be linked to green accounting (Adeyemi & Owolabi, 

2008). The physical method entails a complete guide to the preparation of reports that indicates 

the available resources within the reach and use of a firm within the environment while the 

economic method entails financial qualification of the quantum of resources used by the firms. 

Based on the physical environmental method of the UN it is anticipated that the environmental 

operations of the firms are in a physical terms to verify the level of depletion and pollution, 

this can be accomplished through physical examination of the state of the assets before 

production activities and after the production activities (Ali & Rizwan, 2013). Ali and Rizwan 

(2013) stated that the level of depletion curtailed determines the degree of green accounting 

employed. Another physical method to green accounting can be noted in cases where firms 

chose alternative production methods that are bio friendly i.e production of paper disposable 

items or items that can be recycled than manufacturing products that cannot be recycled or 

contain polythene disposals.  

 
The monetary approached is regarded due to the fact the physical method alone does not fulfill 

the essential requirements of the green accounting because the cost implication of considering 

alternative environmental production techniques cannot be ascertained and reported in the 

financial statement by mere physical evaluation. Although the physical method is crucial in 

getting data about the resources used and environmental impacts of the firms economic 
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activities which enables firms to prepare the environmental impact statistics, it is important that 

the firms take into consideration cost evaluation of the physical methods in monetary terms 

which can be captured and reported for cost implication and economic impact of such physical 

methods to the firm as a whole. Thus, monetary method entails the financial evaluation of the 

cost implication of physical method adopted by firms in ensuring the practice of green 

accounting. 

 
Enforcing Green Accounting 

Green accounting is premised upon clarification of the objectives of averting or engaging in 

environmental accounting. The objectives need to conform to policies for environmental issues 

made in the business activities of firms and other organizations, and with their sustainability 

goals and plans (Lehman, 2011). According to Bassey et al., (2013) an increasing number of 

countries impose requirement on companies to report on their environmental performance 

which has led them to consider the need for green accounting. 

❖ Denmark is the first country to adopt legislation on environmental reporting and Danish 

firms are required to prepare green account in their financial report.  

❖ The Netherlands also considered and adopted new legislation on mandatory 

environmental reporting to foster green accounting.  

❖ In 1999 Norway accounting act requires that all companies include environmental 

information in the annual report.  

❖ In Sweden, similar legislation has been adopted for mandatory environmental 

disclosure in annual financial reports (Bassey et al., 2013).  

❖ The U.S.A. required all firms to submit data on emissions of specific toxic release 

inventory (TRI).  

❖ Canadian securities commission requires public companies to report the current and 

future financial or operational impacts of firms’ economic activities on environment 

and the protective measure (Green accounting) requirements in an annual report.  

❖ Australian government and companies are also in the forefront of green accounting 

measures. Firms in Australia are mandated to give information on performance with 

regard to environmental regulations that apply to them. 

 
The cases mentioned above are peculiar cases to the developed nations where conscious efforts 

are made to enforce the practice of green accounting but there are little or no efforts made by 

developing or emerging economies in enforcing the practice of green accounting. If nations 
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from emerging economies are not pushed nor encouraged to enforce the practice of green

accounting then environmental issues will linger on and the sustainable goals of the world will 

be unattainable. 

 
Empirical Review 

Yajhou and Doreweiler (2004) in their study observed that the business policy, as well as the 

policy of the environment have been combined and taken into consideration to a large extent 

by firms. Also, government led incentive-based regulation and public’s consideration was the 

two major objectives of the study by Yajhou and Doreweiler. Considering environmental 

policy along with the strategy of the business, Yajhou and Doreweiler (2004) asserted that 

firms have to come up with a framework within which it would operate its business strategies 

towards attainment of green accounting.  

 
Otte (2008) in his study Green House Gas emissions accounting mentioned that there are 

certain internal as well as external benefits to the company if they adopted green accounting. 

According to Otte (2008) greenhouse gas emission accounting involves keeping a track of the 

emissions, accounting and later reporting them. By implementing the greenhouse gas process, 

there would be development in the communication process between the firms and the suppliers 

which would, in turn, lead to reductions in the costs. Also, green accounting does have 

limitations and barriers as well. But the Otte (2008) mentioned that with the consultation of 

experts and application of right cost accounting techniques the firm can overcome these 

barriers. Lehmann (2011) gave explanation about interpretive accounting research. To Lehman 

(2008), the main objective of interpretive accounting research is to understand how the 

accounting discipline like management accounting might help in overcoming or suppressing 

issues related to cost of countering global warming and sustainability issues. The position of 

Lehman (2008) helps explains the best cost approach to curtailing cost issues that arises when 

firms try to implement green accounting.   

 
Harazin (2011) in his article on relationship between environmental accounting and pillars of 

sustainability’ explains the challenges regarding sustainable development goals. The objective 

of his study was to find out and come to a conclusion whether the social and integration point 

of view is outside of the environmental accounting concept. At the end of the study, after 

various literature reviews and primer researches, Harizin (2011) was able to come to a 

conclusion that environmental accounting, cannot be beyond social and integration challenge 
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of sustainability thus calls for a preventive approach like green accounting which can be related 

to pillars of sustainability. 

 
Agarwal and Kalpaja (2018) in their study mentioned that green accounting is a path for 

expansion. By using green accounting as a tool, many of the environmental costs can be 

reduced by proper decision making and also by implementing greener technologies. Agarwal 

and Kalpaja (2018) main objective is to understand what green accounting or green reporting 

means and also its importance. They also aimed to find out how important it is for a company 

to implement green accounting and keep a track of what is receiving from the environment and 

what it is giving back in return. This they postulated would help in the efficient use of resources 

and it would also help in reducing pollution to an extent. Agarwal and Kalpaja (2018) 

concluded that green accounting plays a major role in the corporate social responsibility (CSR) 

of a firm. Through primary data collection, their study made clarification to people’s 

perspectives towards green accounting. They made claims that it is a difficult task to implement 

green accounting in each and every organization as a result of the cost implication which is 

against the motives of firms but an attempt is made to show how green accounting helps in 

environmental sustainability.  

 
METHODOLOGY 

The study adopts a mixed research design of both survey and content analysis of the firms’ 

GRI report on Green accounting methods. Also, pictorial representation served as the 

mediating evidence between the responses gotten and validation of authors content analysis on 

the effect of firms’ economic activities on the environment and the need for adopting green 

accounting by firms in Nigeria. The study used frequency and percentages to explain people’s 

perception towards green accounting and its implication. This survey is conducted in Nigeria 

during the period march 2020 with a sample of 30 respondents from all the stakeholders of the 

firm who validly filled and returned the questionnaires used for analysis. The research 

questionnaire was targeted to firm employees and host community members within the Niger 

Delta Region of Nigeria. The questionnaire collected is administered using a 5 structured 

Likert’s scale of agreement; Strongly agree (4), Agree (3), Neutral (0), Disagree (2) and 

strongly disagree (1). Furthermore, published sustainability report contents of 6 oil and gas 

firms are analyzed in line with the GRI standards to ascertain the level of Green accounting 

methods adopted by the firms and it’s environmental impact.   
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GRIs Disclosure Content 
GRI 301 • Materials used by weight or volume. (M1) 

• Recycled input materials used. (M2) 
• Reclaimed products and their packaging materials (M3) 

GRI 302 • Energy consumption within the organization. (E1) 
• Energy consumption outside the organization. (E2) 
• Energy intensity. (E3) 
• Reduction in energy consumption. (E4) 
• Reductions in energy requirements of products and services (E5) 

GRI 304 • Operational sites owned, leased, managed in, or adjacent to, 
protected areas and areas of high biodiversity value outside 
protected areas. (B1) 

• Significant impacts of activities, products, and services on 
biodiversity. (B2) 

• Habitats protected or restored. (B3) 
• IUCN Red List species and national conservation list species with 

habitats in areas affected by operations (B4) 
GRI 305 • Direct (Scope 1) GHG emissions. (EM1) 

• Energy indirect (Scope 2) GHG emissions. (EM2) 
• Other indirect (Scope 3) GHG emissions. (EM3) 
• GHG emissions intensity. (EM4) 
• Reduction of GHG emissions. (EM5) 
• Emissions of ozone-depleting substances (ODS). (EM6) 
• Nitrogen oxides (NOX), sulphur oxides (SOX), and other 

significant air emissions. (EM7) 
GRI 307 • Non-compliance with environmental laws and regulations (EC1) 
GRI 308  • New suppliers that were screened using environmental criteria. 

(SEA1) 
• Negative environmental impacts in the supply chain and actions 

taken (SEA1) 
GRI 413 • Operations with local community engagement, impact 

assessments, and development programs. (LC1) 
• Operations with significant actual and potential negative impacts 

on local communities (LC21) 
 
GRI Content Analysis Criteria  
S/N Series Total Content Disclosure Report 

1 GRI 301 3 Materials (M) Environmental 
2 GRI 302 5 Energy (E) Environmental 
3 GRI 304 4 Biodiversity (C) Environmental 
4 GRI 305 7 Emissions (EM) Environmental 
5 GRI 307 1 Environmental Compliance (EC) Environmental 
6 GRI 308 2 Supplier Environmental Assessment (SEA) Environmental 
7 GRI 413 2 Local Communities (LC) Social 

• Disclosed content is codified (1)  
• Undisclosed content is codified (0) 
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• The disclosed content for each GRI standard by the firms is summed up to form 
the total evaluation criteria that is compared against GRI required total content.  

 
Decision Criteria: Green accounting method is fully adopted if the calculated mean of 
methods disclosed is equal to the total number of required GRI standard disclosure content 
adopted. 
 
RESULT ANALYSIS 
 
From the Firms’ Perspective on the Level of Green Accounting Practice. 

Descriptive Statistics Table {Content Analysis}  
 N Minim

um 
Maximu

m 
Mean E.V 

GRI301 6 .00 3.00 1.666
7 

3 

GRI302 6 1.00 5.00 3.333
3 

5 

GRI304 6 1.00 4.00 3.000
0 

4 

GRI305 6 .00 7.00 3.833
3

7 

GRI307 6 .00 1.00 .8333 1 
GRI308 6 .00 2.00 1.000

0 
2 

GRI413 6 1.00 2.00 1.833
3 

2 

Valid N 
(listwise) 

6     

Source: Authors Computation 2020 
 
The descriptive statistic table represents the codified sustainability disclosure content of the 

listed oil and gas firms green accounting method of production adopted. The oil and gas firms 

sampled are those who engage in upstream oil and gas activities. In the table above, N 

represents the number of firms under review; which shows that only 6 firms where sampled for 

the study. GRI E.V represents the required Global Reporting Initiative (GRI) standards 

evaluation values used as a basis for comparison against the respective sustainability (Green 

accounting method) disclosure content published by the firms. 

 
The results show variations from the result gotten about the firms’ sustainability disclosure on 

green accounting methods adopted and the impacts on environmental performance of the firms 

using with GRI 301, GRI 302, GRI 304, GRI 305, GRI 307, GRI 308 & GRI 413 as a 

benchmark.  
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Assessing the materials used by the firms as green accounting method, there is low level of 

disclosure on the materials used by the firms as the calculated mean of 1.67 is below the GRI 

required level of 3 contents to be disclosed. This shows that the level of firms’ disclosure on 

the types of required materials to be use in accordance with green accounting practice is poor. 

On energy used (GRI 302), the firms’ average of 3.33 on the required energy to be used as a 

means to ensuring green accounting practice is below the GRI required level of 5 contents to 

be disclosed. Disclosures about biodiversity (GRI 304) practices for the firms records an 

average mean of 3.00 which is below the GRI required level of 4 contents to be disclosed. 

Although GRI 305 and 307 (Emission and Environmental compliance) records a mean of 3.83 

and 0.83 respectively, the level of disclosure in accordance with GRI 305 is below the required 

level of 7 while, the level of disclosure in accordance with GRI 307 is approximately 1 if 

rounded up, thereby the firms green accounting practice in line with compliance to Nigerian’s 

environmental laws conforms that the firm’s comply to available environmental laws within 

their respective economic environment. The firms’ disclosures concerning the green 

accounting methods they adopt on Suppliers Environmental Assessment (GRI 308) has an

average of 1.000 against the required GRI 308 disclosure content of 2.00. This shows that the 

firms are less responsive to screening new suppliers using green environmental criteria set by 

GRI 308, neither do they pay attention to the negative environmental impacts in the supply 

chain. The final phase of content analysis focused on how the firms engaged the local 

communities, impact assessment of potential negative impacts on local communities (GRI 

313). The level of disclosure records a mean of 1.83 which approximately is in line with the 

required GRI level of 2 contents to be disclosed. This shows that the firms have been engaging 

local communities within their respective places of economic activities in cushioning the 

negative environmental impact of their economic activities. 

 

Other Stakeholders Perspective of Firms Green Accounting Practices
 

Table 1: Are Firms aware of Green Accounting practices? 
 Frequency Percent Valid 

Percent 
Cumulative 

Percent 
Valid Undecided 2 6.7 6.7 6.7 

Strongly 
Disagreed 

3 10.0 10.0 16.7 

Disagreed 5 16.7 16.7 33.3 
Agreed 6 20.0 20.0 53.3 
Strongly Agreed 14 46.7 46.7 100.0 
Total 30 100.0 100.0  
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In the table above, question pertaining firm’s awareness to green accounting practices was 

asked and the various respondent gave their opinion on green accounting practices by firms. 

6.7% of the respondent was undecided on whether the firms are aware of green accounting 

practices; this is owing to the fact those respondents have no knowledge about what green 

accounting is, because this category of the respondent fall under the host community category. 

10% of the respondent strongly disagreed that the firms are not aware of alternative green 

accounting production methods that are prescribed by the GRI while 16.7% further disagreed 

that the firms are not aware of green accounting practices. Whereas, majority of the respondent 

agreed that the firms are aware of green accounting practices; as 20% agreed while 46.7% 

strongly agreed that the firms are fully aware of green accounting practices. 

 
 

 
The Pie chart above depicts a graphic representation of the responses gotten on the awareness 

of green accounting among firms. From the graphics above it is seen that the firms are aware 

of green accounting practices as both the yellow (Strongly agreed) and purple (Agreed) charts 

combined responses are above 180 degrees out of 360 degrees of the total pie chart. This means 

that on an average the firms are aware of green accounting practices. 
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Question 2: Why do firms not engage in green accounting practice? 
 

 
Source: Yomi Kazeem in Quartz Africa 2018 
 
The picture above shows a gas flaring activity by major oil and gas firm in Nigeria. According 

to Yomi (2018), the issue of gas flaring by Nigerian oil and gas firms in particular is lingering 

because firms sought alternative cheaper ways of petroleum product manufacturing and waste 

disposal. This is to enable the oil firms save cost of production, which in turn has a negative 

environmental impact. From the foregoing, the inability of firms to engage in green accounting 

practice is premise on the fact that, there is absence of strong environmental laws and 

regulations that serves as deterrence to environmental pollution by firms in Nigeria. Firms are 

currently pursuing more cost minimization strategies devoid of green accounting practices 

which is the basis for gas flaring by these oil and gas firms in Nigeria. This assertion is premised 

on the picture evidence which forms the crux of report by the media about the negative 

environmental impacts of oil and gas firms economic activities in the region. 

 
Table 2: Do the activities of the firms contribute to environmental issues? 
 Frequency Percent Valid 

Percent 
Cumulative 

Percent 
Valid Undecided 3 10.0 10.0 10.0 

Strongly 
Disagreed 

3 10.0 10.0 20.0 

Disagreed 3 10.0 10.0 30.0 
Agreed 9 30.0 30.0 60.0 
Strongy Agreed 12 40.0 40.0 100.0 
Total 30 100.0 100.0  

 
From the table above, the researcher seek the opinion of respondent on whether activities of 

the firm contribute to environmental issues. Conflicting responses were gotten owing to the 

fact each stakeholder was protecting the image and interest of her own. But on an average, 10% 

of the respondents were undecided on whether firms’ activities contribute to environmental 
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issues. Also,10% of the respondent strongly disagreed and another 10% of the respondent 

disagreed that firms’ activities are not responsible for environmental issues. On the other hand, 

majority of the respondent agreed that the firms activities are responsible for environmental 

issues, these respondent are majorly under the category of host community members who are 

directly affected by the economic activities of the firms. Among them, 30% agreed while 40% 

strongly agreed that the firms activities are responsible for environmental issues in the region. 

Below is a pictorial evidence that further validates the majority opinion of the respondent who 

agreed that firms’ activities are responsible for environmental issues.

 

Source: Guardian Nigeria News Online (16th May 2017) 
The picture above represents oil spillage site at Edagberi/Betterland community in Ahaoada-

West local government area of Rivers State in Nigeria which is caused by the economic 

activities of oil and gas firms in the region. 

 
Source: Quartz Africa (2018) 

Also, a picture of fire gutted environment as a result of gas flaring in the Niger-Delta 

community in Nigeria. 
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Table 3: Does Green accounting as alternative process conserve the environment? 
 Frequency Percent Valid 

Percent 
Cumulative 

Percent 
Valid Disagreed 6 20.0 20.0 20.0 

Agreed 14 46.7 46.7 66.7 
Strongly 
Agreed 

10 33.3 33.3 100.0 

Total 30 100.0 100.0  

Source: Authors computation 2020 

 
The response above by respondents proves that green accounting methods can be used to curb 

environmental issues caused by firms’ economic activities. From the response gotten, it can be 

seen that only 20% of the respondent disagreed that green accounting is not an alternative 

production process to conserve the environment. Contrary to such assertion, 80% of the 

respondent are of the opinion that green accounting methods are alternative processes to 

conserve the environment as; 46.7% agreed while 33.3% strongly agreed that green accounting 

serves as alternative process for environment conservation. 

 
Source: Wikipedia (2020) 
 
Above is a picture of the Cross river National Park in Cross River State Nigeria. This is an area 

in the Niger Delta region that is conserved by environmental laws from being polluted by 

economic activities of oil and gas firms. If such conservative laws and green accounting 

methods are sustained by the firms, green environment will be sustained in the region. This 

means that the application of green accounting will serve as both business and environmental 

sustainability measure. 
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CONCLUSION  

There are divergent opinions about sustainability responsiveness and the practice of green 

accounting by the various stakeholders of the firm. Environmental issues and poor 

sustainability measures by firms is still on the rise as shown by the level of green accounting 

methods adopted by the firms in their published sustainability reports. Irrespective of the oil 

and gas firms effort to publish sustainability reports in line with the GRI standard to prove their 

level of environmental responsiveness, the host communities members and other firm 

stakeholders responses shows that these stakeholders are calling on firms to do more in their 

level of environmental responsiveness by adopting more green accounting methods of 

production. This shouldn’t be an issue of debate but a concern for all stakeholders, to embrace 

the tenants of sustainability and sustainable development goals.  

 
From the study findings, it is noted that existing environmental laws in Nigeria are weak as 

green production methods are not expressly spelt out to direct oil and gas firms on the best 

possible green accounting methods to adopts so as to be more environmentally responsible. 

Poor implementation of green accounting methods as a result of firms’ economic interest of 

cost minimization has led to environmental issues that have greatly thrown the image of the 

firms to the mud in the eyes of stakeholders like the host community.  

 
RECOMMENDATION 

In consonance with the conclusions drawn, it is recommended that a synergy be created 

between the stakeholders of the firm. This can be done harmonizing the diverse interest of the 

stakeholders through constant consultation of the stakeholders, and harnessing their views prior 

to each business year. Such harmony can be created by inviting all stakeholders to a platform 

where each respective stakeholder view can be heard.  

 
Also, government must introduce and adequately implement laws that guide the adoption of 

green accounting practices by firms such that the environmental impacts of firms’ economic 

activities will be checked and minimized. This can be done through imposition of high taxes 

on flaring that is above alternative flaring cost such that firms will be persuaded to resort to 

production techniques other than gas flaring that encourages environmental conservatism and 

firm sustainability. On the other, to avert such high tax impositions, firms should consider the 

need to employ the services of management accountants that are cost evaluation experts and 



10TH ACCOUNTING AND FINANCE CONFERENCE BOOK OF PROCEEDINGS VOLUME 10 ISSUE 2, 2020 

99 

 

versatile in green accounting to determine the best cost approach that will be environmentally 

friendly. This approach best protects the interest of all the firms’ stakeholders as explained by 

Freeman in his (1984) stakeholders’ theory of the firm. 
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