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Introduction

The effect of different industrial sector activion the environment varies enormously but it is an
incontrovertible statement that damages are beaa tibthe environment world wide. Environmental
concerns rarely form an integral part of developtr@ans particularly in third world countries like
Nigeria. The realization that sustainable develapn@an only be achieved through interdependence
between economic growth and environmental qualitguigh compliance with existing regulations has
compelled some governments to now regard the emviemt as valued and integral part of Economic
growth. Hence, environmental problems have becomeosity by Government both in domestic and
international scene.

However, environmental policies and regulationsraklacking but are rarely enforced especially in
Nigeria. The inability of Government to implemeitirsgent environmental regulations is compounded
by the fact that the goals of most corporate omgitns are purely economic. Little attention is
devoted to their social responsibilities. Corruptis another aspect. Most corporate bodies saddled
with the responsibilities of implementing theseulatjons lack the political will to do so.

This paper attempts to discuss the concept andryisf corporate social responsibility, environment
stakeholders and sustainable development, reguldtamework and corporate social responsibility
and environmental audit.

The Concept of Corporate Social Responsibility

Corporate social responsibility is also known adaaccounting, social and environmental accogntin
and Non-financial reporting. It emphasizes the amtof accountability. Crowder(2000:20) defines
social accounting as “an approach to reporting ren'di activities which stresses the need for
identification of socially relevant behaviour, tldetermination of those to whom the company is
accountable for its social performance and the ldpweent of appropriate measures and reporting
techniques”

Corporate social responsibility is often usscan umbrella term (Wikidepia, the free Encycloged
to describe a broad field of research and practiee,use of more narrow term to express a specific
interest is thus not uncommon. For instance, Envivental accounting is a subset of social accounting
focuses on the cost structure and environmentébimeance of a company. It principally describes the
preparation, presentation, and communication afrmétion related to an organization’s interaction
with the natural environment.
Accounting for impacts on the environment may ocuwithin a company’s financial statements,
relating to liabilities, commitments and contingescfor the remediation of contaminated lands or
other financial concerns arising from pollution.cBureporting essentially expresses financial issues
arising from environmental legislation.
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Thus, corporate social responsibility, a largelyrmative concept, seeks to burden the scope of
accounting. It points to the fact that companidbi@nce their external environment (both positively
and negatively) through their actions and shouktdfore account for these effects as part of their
standard accounting practices.

Organizations are seen to benefits from implemgndiocial accounting practice in a number of ways
e.g. increased information for decision making, ntahing legitimacy, more accurate product or
service costing etc. according to Business in throunity (BITC) the “process of reporting on
responsible business performance to stakeholders? $ocial accounting) helps integrate such
practices into business practices, as well asifgerg future risks and opportunities.

History of Corporate Social Reporting/Social Accounting

Modern forms of social accounting first produceddevispread interest in the 1970s. Its concepts
received serious consideration from Professiondidsincluding professional Accounting Standards
Board’'s Predecessor, the American Institute of it Public Accountants, and Business
representative bodies e.g. the Confederation dfisBrindustry (ICAEW 1975; CBI 1971; AICPA
1977 cited in Wikipedia)

Abt Associates, the American Consultancy firm, e @f the foremost businesses that experimented
with social Accounting. In the 1970s Abt Associatenducted a series of social audits incorporated
into its annual reports. The social concerns adéebsincluded “productivity, contribution to
knowledge, employment security, fairness of Emplegtmopportunities, health, education and self
development, physical security, transportation,rgatton and environment(Blake,Frederick,Myers
176: 149) the social audits expresses Abt Assacipgeformance in this areas in financial terms and
thus aspired to determine the company’s net saiphct in balance sheet form (Harvard Business
Review 1973 : 42 — 43) other examples of early iappbns include Laventhal and Horvarth a
reputable firm, and the first National Bank of M@apolis( now U.S Bancorp) (Blake etal: 149) .

Yet, social accounting practices were omlsely codified in Legislation. The French bilan isdc
and the British 2006 Companies Act poses a sigmifiexception(Gray 2000: 5) Interest in social
accounting cooled off in the 1980s and was onlynested in the mid 1990s, partly matured by
growing ecological and environmental awarenessyGe#0 : 9)

The Environment and Stakeholders

The environmental stakeholders are under moral lagdl obligations to protect and enhance the
natural environment. They can do this by combatiegtructive environmental projects; promoting
environmental sustainability of natural resour@gxd environmental policy/practice; and striving fo
environmental justice. The environmental stakehsldaclude the government and its regulatory
Agencies the projects proponents, the local comtimsnithe non governmental organization (NGO's)
and the general public. In essence, every onesiakeeholder in the environment. The government has
a major role to play in providing national regulgtdramework for integrating development and
conservation.
The government should:
i. Establish a comprehensive system of Environmeataldnd provide for its implementation
and enforcement by all stakeholders.
ii. Review the adequacy of legal, political and adntiatsse controls concerning
implementation and enforcement mechanisms.
iii. Ensure the national policies development planspaodgrammes, budgets and other decisions
take full account of their on the environment.
iv. Use economic incentive or disincentive as appréogt@achieve sustainability.
The environmental stakeholders will create credild trusted framework (GRI 2009) largely because
of the way they are created; through a multi-staladr, consensus seeking approach. This means that
representatives from a broad cross section of goeiebusiness, civil society, labour, accounting
investors, academics, governments, and othersm-dtbaround come together and achieve consensus
on what guidelines on environment should contairgaizations typically initiate different types of
stakeholders’ engagement as part of their regutéivites, which can provide useful inputs for
decision on reporting. These may include stakemaddgagement for the purpose of compliance with
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internationally- agreed standards, or informingaing organizational business processes. In addition
stakeholders’ engagement may also be implementedifigally to inform the report preparation
process.

I nter mediation between Environment and Sustainable Development

Environmental degradation is largely causedriay’s activities and can also be a consequence of
man’s hazards. The result is that natural procdsscosystem is altered and possibly damaged
irreparably. When the environment becomes degraalethrms of life are threatened (Farinloye 2006
cited in the Punch, July 24 pg 16,2006). Also, @sjb (1998: 150) refers to the environment as
“man’s immediate surrounding’s (that is, water, &nd including associated living and non-living
resources) which provides life support system faankind”. This definition implies that the
environment provides the natural resources on whattonal economies are built and sustained.

Accordingly and for conceptual analysis, thhiaal, social, political, technological, legal,cet
environments can be distinguished. The social enmient consists of attitudes, desires, expectations
degrees of intelligence and education, beliefsarsioms of people in a society or group. The paliti
and legal environment refers to laws, regulatiom$ government agencies. The ethical environment,
which can be subsumed under the social environnmeaitides set of generally accepted and practiced
standards of personals conduct (Koontz and WeihtigB8:30).

Thus, the goal of sustainable development fenimet the needs of the present without compromising
the ability of future generations to meet their omgeds (Sustainability Reporting Guidelines, SRG).
As key forces in society, organizations of all lsnidave an important role to play in achieving this
goal. Yet, in this era of unprecedented economiovtt, achieving this goal can be seen more of an
aspiration than a reality. As economies globalimy opportunities to generate prosperity and gualit
of life arise through trade, knowledge sharing, andess to technology. However, these opportunities
are not always available for an ever increasingdmupopulation and are accompanied by new risks to
the stability of environment. Statistics demongtigatpositive improvements in the lives of many
people around the world are counter-balanced bymatg information about the state of the
environment. Thus, the sustainability has beensséi@ to be of utmost importance in achieving
sustainable development (Mc McCarthy 1992: 5). Bhnendt land Report ( World Commission on
Environment and Development, 1987) commissionedhgy United nations to examine long term
environmental strategies, likewise argued that eova development and environmental protection,
could be made compatible but that this would reguadical change in economic practices throughout
the world (Welford and Stanchan,2005 : 551 ). Téyaort concluded that business policy needs to be
proactive and not reactive such that intergenarati@onsiderations and long-term environmental
protection are observed.

Sustainable development poses a challenge to iydigasproduce higher levels of output using lower
levels of input and generating less waste.

Regulatory Framework and Cor por ate Social Responsibility
I. General Perspective

The Global Reporting Initiative (GRI) produces therld’s defacto standard in sustainability repagtin
guidelines. Sustainability reporting is the actiwhere an organization publicly communicates their
economic, environmental and social sustainabiléggorting by all organizations as routine as and
comparable to financial reporting. The GRI Guidesrare the most common framework used in the
world reporting. As of January 2009, more than 1500organizations
(http/www.glpbalreporting.org/about GRI) from 60 urries use the Guidelines to produce their
sustainability reports. Reporting on sustainabitiegyformance is an important way for organizatitms
manage their impact on sustainable developmentcitenges of sustainable development are many,
and it is widely accepted that organizations hastamly a responsibility but also a great ability t
exert positive change on the state of the worldsnemy, and environmental and social condition.
Reporting leads to improved sustainable developnoeitomes because it allows organizations to
measure, track, and improve their performance ecip issues. Organizations are much more likely
to effectively manage an issue that they can measur
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i. TheNigeria Experience

The basis of environmental policy in Nigeria is oned in the 1999 Constitution of the Federal
Republic of Nigeria. Pursuant to section 20 of ¢bastitution, the state is empowered to protect and
improve the environment and safeguard the waterkiasid, forest and wildlife of Nigeria. In additio
to this, section 20 of Environmental Impact Assemstct of 1992 (EIA Act) provides that the public
or private sector of the economy shall not undestadmbark on or authorize projects or activities
without prior consideration of the effect on theviemnment.
The Federal Government of Nigeria has promulgate@us laws and regulations to safeguard the
Nigerian Environment. These include
1. Federal Environmental Protection Agency Act of 1A ACT ) The following regulations
were made by the FEPA ACT
a) National Environmental Protection (Effluent Limitat) Regulations.
b) National Environmental Protection ( Pollution Alragnt in industries and facilities Generating
waste) regulations and
c) National Environmental Protection (Management diflssnd Hazardous waste) regulations.
d) Environmental Impact Assessment Act of 1992 (EIATAC
e) Harmful waste (special criminal protections etc} 8£1988 (Harmful waste ACT).

The Federal Ministry of Environment (FME) administeand enforces environmental laws in
Nigeria. It took over this function in 1999 fromethFederal Environmental Protection Agency
(FEPA) which was created under the FEPA ACT wa®diesl and its functions taken over the
FME in 1999.

Other regulatory agencies with oversight functioms specific industries have also issued
guidelines to regulate the impact of such industae the environment such as the Environmental
Guidelines and Standards for the Petroleum Industiyfligeria (EGASPIN) 2002, published by
the Department of Petroleum Resources (DPR). Howguesuant to FEPA ACT, each state and
local government in the country may set up its oswivironmental protection body for the
protection and improvement of the environment witthie state. Each is also empowered within
its jurisdictions. All the state laws; for examphyuja, the federal capital territory has issueel th
Abuja Environmental Protection Board (Solid Wastentol/Environmental Monitoring)
Regulation 2005, ( the Abuja Environmental ProtattBoard Regulations) which principally
governs solid waste control in Abuja. In Lagos &tdbhe Lagos State Environmental Protection
Agency Law, was enacted to establish the Lagose SEmtvironmental protection (LASEPA),
LASEPA's function includes monitoring and controdji the disposal of waste in Lagos State and
advising the State government on all environmemi@hagement policies. Lagos State government
has also enacted Environmental pollution contrel, [ provide for the control of pollution and
protection of the environment from abuse due tor peaste management. Akwa Ibom State has
enacted the Environmental Protection and Waste Nmant Agency law, which establish the
Environmental protection and waste management Agefdis Agency is charged with
responsibilities which include identifying and pimfng solution to and enforcing environmental
protection standards and regulations.

Regrettably, the EIA procedure of August 1994 dediand contrived by the regulatory body is
deficient and defective. In most cases, the promssin the EIA procedure step outside the ambits
of the EIA ACT (Tayo: 2008:1). The faulty EIA prabére and vagaries of administrative fiats are
being used to undermine the EIA ACT. Hence thei® lsgacy of environmental degradation and
public impairments arising from the projects whagerovals were purportedly obtained under the
EIA ACT. The failings of the regulator in this resp give rise to violent agitations in the oil
bearing communities, to assert their rights to thgadnd unpolluted environment.

The EIA practice in Nigeria (in its presentrfg is a show case for corruption and infraction of
the EIA Act. Also, the public access to informatithrough the public registry is yet to be
honoured in compliance since the commencementeoEtA Act in 1992.

Regrettably, the Niger Delta Local communities, endtihan not, are unable to make informed
contributions and decisions on projects affectigjrtenvironment accordance with the laws of the
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land. So they make recourse to violent agitations the oil companies cash in on the justifiable
reaction of the local communities to invite seguagencies to unleash mahem and terror on them.
The multinational oil and gas industry gives itseibral and legal authority to regulate its own
activities and also dictates to the government eigenregarding the regulatory regime. This
enables the law to be prostituted to the greedy amitl gas industry. Consequently, the
multinational views collaboration with local comnities as an undue burden on it rather than a
means to develop a productive rapport with its aloenvironment. It was on this backdrop that
shell faced a suit in its home based on accusatlmaisits operations have led to environmental
damage in Nigeria. The suit which was brought hy fdigerian fishermen and farmers along with
friends of the earth focused on the activitieshi@ Niger Delta region, (Business Report, N0.140,
dated 6 November ,2008) Friends of the Earth haig they hope the lawsuit will make the
company take notice, being brought for the finstetiin a Dutch Court. The group alleged that the
Company disregarded actions brought against itigefian Courts.

According to the suit, oil spills had resulted @il @and water that could not be used for Agricigtur
of fishing, even nearly three years after the agél occurred.

Environmental Audit

The ultimate aim of environmental auditing is téegmard the environment and minimize the risks
to human health.

Glantier, etal (2002 pg.430) considered emrimental audit as an essential management tool
which compels companies not to wait for restrictiggislation to bring about change. As green
consciousness grows and develops, more compamdsegmnning to evaluate both its commercial
implications and the impact any legislation andutation could have for their operations.

It is in the light of the above reasoning th&trk Murksalu (a senior manger of auditing
standards in Canada) as reported by Jeffery (2Dp@8s&rts that:

Auditors are examining financial statement itemat tfeflect environmental matters such as the
cost of initiatives to prevent, abate, or remedgndge to the environment, and the consequences
of violating environmental damage done by otheraratural resources.

In other for the auditors to perform the abat@ted duties with ease. Veneables (2002.394)
suggested the following Qualities of a good Auditoenvironmental Auditing.

As with all operational auditing, it is necessary for the internal auditor to have an extensive
understanding of the organization, its culture markets, operations, products and people. There is
also a need to comprehend the environmental policy fully and especially itsrationale. The internal
auditor must be able to identify with the objective of the corporate policy. The plan for
environmental audits should cover regular review of policy to verify that appropriate revisions are
being made for changes in environmental threats, public attitudes, legislation or circumstances of
the ingtitute of chartered Accountants.

As regards guidelines for the auditing of finangtdtements affected by environmental matters
Jeffery (2000:2), suggests the following:

Understanding of the client's business, assessisly and understanding internal control
environmental perspective. Gray (2003:511) recontteethe following steps for environmental
audit.

1. Existing legislative requirements in health, safptgctices and forth coming regulatory
developments are analyzed.

2. Internal procedures and external requirements>amimed, compared and contrasted the
implications of external requirements on productiprocesses and equipment are
assessed and the impact in terms of waste andiemiae evaluated. Employee safety
will also be examined.
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3. The organizational structure, administration andmewnication processes of the
company are analyzed to determine the extent talwinanagement is informed of the
(and can therefore control) environmental impadhefcompany’s activities.

Conclusion

In the developed countries, compliance with envinental standards is best achieved not only
when government regulators enforce the law, bui algh strong community pressure both
on the operators and on the government agencieswestern legal system allows affected
groups to be heard in administrative procedure ginds them standing in litigation. In
Nigeria, there are frequently less political andaleavenues for the participation of local
communities and NGO'’s in the administrative, potitiand judicial decision- making process
regarding environmentally sensitive facilities.

Since 1990's there has been recurring instabititthe Niger Delta, especially, which account
for 90 percent of crude oil produced in the countihis had negatively impacted on gross
Domestic product and stymied growth in the secldre disturbance had also led to an
increase in unemployment and negated the drivdifect foreign investment, as the country
is perceived insecure.

Nigeria does have policies on environmental managegnbut in practice leaves little to be
desired as the provision enshrined in the varimsriments of intervention are rarely
enforced, due to inadequate human resource; inatlegind mismanaged funds, low degree
of public awareness of environmental issues; cdimopon the part of enforcement officers.
Et cetera.

Therefore, to build a sustainable economigetpavith low environmental impact, tighter
regulation and better enforcement of existing eimental laws would help stem
degradation of the environment and prevent futuceuoence. Also, existing Laws on
Environmental matters should be reviewed to conftrrmourrent social expectations since the
law is dynamic and is a veritable instrument ofi@lochange.

Companies should disclose annually, reporttherrole played by them in environmental
protection; such information reflects their socgdponsibilities and their inclination to protect
the interest of both the present and future geierat

References
Blake etal, Social Auditing P. 149
D Crowder (2000:20):Social and Environmental actimgn(London, Financial Times Prentice Hall).

Farinloye | (2006): Disasters; Man’s plea of guilhe Punch, July 24, pg 15

G 3 Guidelines (SRG); World Commission on Environtmand Development our common Future
Oxford: Oxford university press, 1978. p43

Gray, etal. Current Developments, pg 17

Gray RH, DL Owen and Adams (1996): Accounting antt@untability: changes and challenges in
Corporate Social and Environmental Reporting (Land@rentice Hall)

Global Reporting Initiative (GRI) :pp.2000-2006

Ikporukpo (2001:76-86) The human Environment, Inv&oment, Society and the Economy an
Introduction to Social Sciences, faculty of So8alences. Ibadan.

40



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online)
Vol 3, No 2, 2012

Koontz H and Weirich (1988): Management. Mc Graw, flew york.

Mccarthy (1992:10-11): Downing out the alarm bdliGlobal warming. The times, Weekend review,
May 30

Official Home Page of Encyclopedia of nations (208om —http/www.wikipedia. org- Oct 13, 2006

Osibanjo, O (1998: 150- 165) Industrial Pollutiamprkers health and the environment In poverty,
Health, and the Nigerian Environment. A Oshuntogdh) FEDEN: Lagos

Tayo. A. (2008:2) The Environmental Impact Assegssngactice in Nigeria: The journey so far

Welford, R and stachan P.A(2005: 551-604): Envirental issues and corporate environmental
management. In management concepts and pracficelannagan (Ed) Prentice Hall. London

41



This academic article was published by The International Institute for Science,
Technology and Education (IISTE). The IISTE is a pioneer in the Open Access
Publishing service based in the U.S. and Europe. The aim of the institute is
Accelerating Global Knowledge Sharing.

More information about the publisher can be found in the IISTE’s homepage:
http://www.iiste.org

The 1ISTE is currently hosting more than 30 peer-reviewed academic journals and
collaborating with academic institutions around the world. Prospective authors of
IISTE journals can find the submission instruction on the following page:
http://www.iiste.org/Journals/

The IISTE editorial team promises to the review and publish all the qualified
submissions in a fast manner. All the journals articles are available online to the
readers all over the world without financial, legal, or technical barriers other than
those inseparable from gaining access to the internet itself. Printed version of the
journals is also available upon request of readers and authors.

IISTE Knowledge Sharing Partners

EBSCO, Index Copernicus, Ulrich's Periodicals Directory, JournalITOCS, PKP Open
Archives Harvester, Bielefeld Academic Search Engine, Elektronische
Zeitschriftenbibliothek EZB, Open J-Gate, OCLC WorldCat, Universe Digtial
Library , NewJour, Google Scholar

m EB O INDEX (\@‘ COPERNICUS
I N T E RN A TTITIT ON AL

INFORMATION SERVICES
ULRICHSWES,  JournalTOCs @

N A ;
. E'z B Elektronische
lBAS(E T— Q0@ Zeitschriftenbibliothek O

open
> )
OCLC v)

The world’s libraries. — U cDigitalLibrary —
Connected. WorldCat e

Ny

'- ¥
GEORGETOWN UNIVERSITY
LIBRARY



http://www.iiste.org/
http://www.iiste.org/Journals/

