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Abstract

Environmental management accounting practices have increased in importance in the last
two decades as a field of study and also the amount of literature has increase enormously.
However, the focus of many researchers on environmental management accounting
(EMA) practices has been on sustainability reporting and regulation. Hence, the purpose
of the study. This study adopts a survey research design. This study purposely focuses on
the listed manufacturing companies in Lagos State, Nigeria. The population of the study
consists of all seventy six (68) quoted manufacturing firms listed on the Nigeria exchange
group in Lagos state as at 315 December, 2022 as an ideal research population. The data
was analyzed with the aid of multiple regressions. The study reported a significant
relationship positive relationship between competitive strategy and environmental
management accounting practice ($=0.253, t=2.699, <=0.05), organization
interdependence and environmental management accounting practice (p=0.223,
t=2.957<=0.05) and resource strength and environmental management accounting
practice ($=0.709, t=3.879 <=0.05). Additionally, extant literature also revealed that there
exist a significant positive relationship between organization dynamics and
environmental management accounting practice. The study therefore recommends that
competitive strategy, organizational interdependence and resource strength of the listed
manufacturing firms should be motivational enough to encourage a sound environmental
management accounting practice.
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Introduction

In an ideal world, organizations would reflect environmental factors in their accounting
processes through the identification of the environmental costs attached to products,
processes, and services. Nevertheless, many existing conventional accounting systems
were unable to adequately deal with environmental costs and, as a result, simply
attributed them to general overhead accounts. Consequently, managers are unaware of
these costs, have no information with which to manage them, and have no incentive to
reduce them. Therefore, it must be recognized that most management accounting
techniques significantly underestimate the cost of poor environmental behavior, and
many overestimate the cost and underestimate the benefits of improving environmental
practices (Burritt, Hahn, and Schaltegger, 2020).

Management accounting techniques can distort and misrepresent environmental issues
because they can cause managers to make bad decisions for businesses and the
environment. The most suitable example relates to energy usage. Recently, a Nigerian
government publicity campaign reported that companies are spending, on average, 35%
on energy through inefficient practices. With sound environmental management
accounting practice, companies could reduce the environmental impact of energy
production by 40% and slash 40% of their energy expenditure. Frost and Wilmhurst
(2021) suggest that by failing to reform management accounting practices to incorporate
environmental concerns, organizations are unaware of the impact of environment-related
activities on their performance.

Environmental accounting practices have increased in importance in the last two decades
as a field of study, and the amount of literature has also increased enormously. However,
the focus of many researchers on environmental management accounting (EMA)
practices has been on sustainability reporting and regulation. Hence, this is one of the
reasons why environmental management accounting practices have yet to be adequately
studied. In order to develop the theoretical basis for this study, institutional theory was
adopted to explain the design and implementation of environmental management
accounting practices. Moreover, the literature is still in a nascent stage for this study area
because the extant literature is dominated by sustainability reporting and regulation
(Parker, 2020). Extant literature also claims that EMA lacks theoretical foundation as
many studies focus on single factors that have a quantifiable effect on environmental
management accounting practices but lack theoretical base and credence (Christ and
Burritt, 2019). In order to overcome this problem, this study examines the effect of
organization dynamics on environmental management accounting practices among listed
manufacturing companies in Nigeria.

This study is gamine as most of the previous studies to date focused on sustainability
reports as an aspect of environmental management accounting practice among the listed
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manufacturing companies, such as Hatem & Mohamed (2017), El-Shishini & Sudhashini
(2018), Nair & Filipa (2018), Abdulrasaq (2009), Lima & Santo (2009), Campos (2000),
Vongson & Salwa (2021), Ahamad & Jayabalan (2021), and Ilangovan & Perumal (2022),
and little attention was given to the effect of environmental management accounting
practice and organization dynamics among the listed manufacturing firms in Lagos State,
Nigeria. Firstly, the study measures for the first time the effect of environmental
management accounting practice on organizational dynamics among the listed
manufacturing companies in Lagos State, Nigeria. This is because environmental
management accounting practice is more sophisticated than management accounting
practice. Secondly, the study extends indicators of environmental management
accounting practice to cover variables such as competitive strategy, organization
interdependence, and resource strength. Thus, this study attempted to fill these identified

gaps.

The study will be of benefit to the manufacturing firms in Nigeria at large. The study will
also be of benefit to scholars and academicians interested in pursuing a study in the field
of accounting, especially environmental management accounting practices, as it will form
a foundation for further studies. Policy makers and the government can use the study
findings to build and widen awareness of environmental management accounting
practices, especially in manufacturing settings. The study also helps manufacturing
companies make the right decision, and the study also helps management accountants
provide environmental management accounting information for planning, controlling,
and decision-making. Finally, a robust and comprehensive measure of environmental
management accounting practice is of relevance to the research community, which can
investigate other interesting hypotheses relating to environmental management
accounting literature. This study also increases the frontier of knowledge in this area.

LITERATURE REVIEW
Competitive strategy

Vander (2021) defined competitive strategy from the perspectives of cost and
differentiation strategy. Cost leadership strategy: A cost leadership strategy means that
companies using a cost leadership strategy are the lowest-price sellers in the market.
Hence, the cost of a product should be very low compared to other competitors in order
to make a profit. Differentiation leadership is a killer strategy that allows brands to stand
out among competitors. Hibbitt (2021) defined differentiation strategy as the process of
identifying a unique quality that makes a company different. With this strategy,
businesses become superior to their rivals in the market, which allows them to charge
more for their products. This study conceptualized competitive strategies in line with this
definition.
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Organization interdependence

Windermere (2019) conceptualized organization interdependence as the way in which
employees interact and relate with each other in an organization, drawing from each
person’s contribution in order to achieve goal congruence. Bebbington (2020) also
defined organization interdependence as a situation whereby individual employees either
work dependently or independently in order to accomplish the goals of the organization.
Gray (2023) also defined organization interdependence as a situation whereby two or
more entities mutually depend on each other for the purpose of business.

Resource strength

Reilly (2021) defined resource strength as the critical resources and capabilities that
underpin an organization's competitive advantages. Paul (2022) also conceptualized
resource strength as a unique asset or an attribute that enhances its competitiveness, such
as specialized skills, valuable physical assets, and human and intellectual capital.

Organization dynamics

Fredrick (2020) defined organization dynamics as the ways in which various types of
people interact within a company. This interaction may include the relationships between
customers, employees, suppliers, and management within the organization.
Organizational dynamics create a high-performance culture that prioritizes the well-being
of individuals so that they can positively contribute to a company's objectives. Kate
(2021) reported that organization dynamics is the process of continuously strengthening
resources in order to enhance employees’ performance. It also described how an
organization manages and promotes organizational learning, better business practices,
and strategic management.

Environmental management accounting practice

Johnson (2018) defined environmental management accounting (EMA) as the
management of environmental and economic performance through the development and
implementation of appropriate environmental-related accounting systems and practices.
Bartolomeo (2020) also defined environmental management accounting (EMA) as the
generation, analysis, and use of environmental-related financial information to support
business decision-making. Thus, EMA gives explicit economic consideration to a
company’s environmental-related activities. Through EMA, management accountants
would be able to track and treat environmental costs and revenues to enable a link
between environmental-related activities and the company’s past, present, and future
financial information (Burritt, 2022).
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Theoretical framework

The theoretical framework of this study is woven around institutional theory. The
institutional theory of environmental management accounting practice, propounded by
John Meyer and Brian Rowan (1970), predicts that the adoption and retention of many
organizational practices are often more dependent on social pressures for conformity and
legitimacy than on technical pressures for economic performance. The prediction of the
institutional theory is, however, subject to the understanding of organizations and
management practices as the product of social rather than economic pressures.
Specifically, institutional theory focuses on the social, political, and economic systems in
which companies operate and gain legitimacy. This also justifies the adoption of
institutional theory as the theoretical framework for this study.

Empirical Review

Saeed (2023) assessed the challenges affecting the implementation of environmental
management accounting practices among the selected manufacturing enterprises in
Bangladesh. The study used primary data and analyzed it using correlation and regression.
The findings reported that cost involvement, lack of skilled manpower, lack of set rules
about environmental accounting, inadequate environmental accounting standards, low
adoption of environmental accounting, and lack of specific principles for environmental
management accounting systems were the main factors affecting the implementation of
environmental management accounting practices among manufacturing enterprises in
Bangladesh.

Olaoye and Adekanmbi (2023) investigate the impact of environmental management
accounting practices and report on organizational performance in Nigeria. The study
made use of a descriptive survey research design through a structured questionnaire, and
it employed stratified random and purposive sampling as sampling techniques. The
findings of the study reported that there is a low prevalence of environmental
management accounting practice among the south-west Nigerian universities. Zuriana,
Jamil, Rapiah, Mohamed, Faidzulaini, and Amin (2023) examined the impact of
environmental management accounting practices among small and medium
manufacturing firms in Malaysia. The study adopted a cross-sectional research design
and was analyzed through a T-test and multiple regression analysis. The results indicate
that most firms have a budget allocation for environmental activities and practices. The
study further argues that coercion is a dominant factor in practicing EMA, and therefore,
barriers to EMA development should be resolved by the Malaysian government and other
authorities.

Dayana, Jalaludin, Maliah, Suleiman, and Ahmad (2017) assessed the effect of
institutional pressure and environmental management accounting (EMA) adoption in
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Malaysia. Semi-structured interviews were employed with four survey participants to
gain further insights into the survey results. The data was analyzed via multiple
regressions. The findings of this study reported some influence of institutional pressure
on EMA adoption. Additionally, normative pressure in terms of training and accounting
body membership was found to be the most forceful. Parker’s (2020) review of social and
environmental accountability research published between 2016 and 2018 in six leading
interdisciplinary accounting journals found that out of 233 published articles, only ten
focused on environmental management accounting practice. It has also been noted that
there is even less research in environmental management accounting practice in the
public sector, except for a few studies such as Gibson and Guthrie (2016), Burritt and
Welch (2017), Frost (2016), and Ball 2019.

Bouma and van der Veen (2020) examined the influence of competitive strategy on
environmental management accounting practice in Malaysia. The study adopted a
cross-sectional research design, and the data was analyzed via multiple regressions. The
findings reported that competitive strategy does not have a significant positive effect on
environmental management accounting practice. Burritt (2022) highlights the need for
more research into environmental management accounting, especially the theories
underpinning the current literature. Burritt and Parker (2019) examined the effect of
social and environmental management accounting practices on the performance of
manufacturing firms in England. The study adopted a cross-sectional research design and
analyzed it using multiple regression and correlation analysis. The result reported that
there is no significant relationship between social and environmental impacts on the
performance of manufacturing firms in England.

Parker’s (2020) study examined the effect of social and environmental accountability on
the performance of manufacturing firms. The study collected data from primary sources
and analyzed it with the aid of multiple regression. The study reported that environmental
accountability does not have a significant effect on the performance of manufacturing
firms. Mauricio and Martina (2021) examined the trends in environmental accounting
research within and outside of the accounting discipline. The study adopts a survey
research design and analyzes it using multiple regressions. Findings reported indicate that
previous studies in the fields of accounting and finance have addressed sustainability
concerns in a general fashion. Irwansyah, Anisa, and Muhammad (2022) investigate the
implementation of green accounting among the hospitality firms in Malaysia from social
and environmental perspectives. The study used survey data and analyzed it using
correlation and ANOVA. The findings of this study reported that the use of green
accounting has a significant positive influence on the performance of hospitality firms in
Malaysia.

Muammard (2022) assessed the effects of budgetary participation and budget adequacy
on individual performance, with job satisfaction as an intervening variable. Primary data
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was analyzed with the aid of multiple regressions. The findings reported that budgetary
participation has a significant effect on individual performance, budgetary participation
has a significant effect on job satisfaction, and budget adequacy has a significant effect
on budget satisfaction. Budget adequacy also has a significant effect on individual
performance. Budgetary participation and budget adequacy have significant effects on
performance through job satisfaction. Jonhson (2023) investigates the impact of
environmental management accounting practices on organizational performance among
the listed companies in Ghana. The study used primary data and analyzed it using an
independent sample T-test. The findings reported that environmental management
accounting practices have a significant positive effect on organizational performance
among the listed firms in Ghana. Hence, very little interest has been placed on the
influence of environmental impact, especially on organizational dynamics.

Conceptual Framework

Competitive strategy

‘ Environmental
Organizational Management
interdependence Accounting
| Practices

Resource strength

Source: Author's Conceptualization (2023)

METHODOLOGY

Research Design

The study adopted a cross-sectional research design as a method of data collection. The
population of the study consists of all sixty-eight (68) quoted manufacturing firms listed
in the Nigeria Exchange Group operating in Lagos State as of December 31, 2022, as an
ideal research population. Lagos State was chosen as the study area because it is a
beehive of industrial activities with a considerable number of listed manufacturing firms.
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Table 1

S/N Sectors Number of Firms from each Sector
1 Consumer goods

28
2 Conglomerates

6
3 Industrial goods

21
4 Natural resources

4
5 Healthcare

9

Total
68

Source: Nigerian Exchange Group (2022)

Population of the study

The population of the study consists of the staff of the 68 listed manufacturing firms that
constitute the sampling frame. These management staff, based on the information
extracted from their annual reports, include the managing director, general managers,
principal manager, and senior managers responsible for environmental management
accounting issues. They comprised the study's sampling frame of 1,972 management staff.
This is comprehensively presented in Table 2 below.

Table 2
Population of the study
S/N | MD/Depart | MD | GM | PM | SM | Total | No. of | Grand | Proportion of
ment Company | Total | questionnaires
to be randomly
distributed
1. | Managing 1 1 68 68 x 322=
Director 68 11.10
1,972
2 Production 1 2 4 7 476 x322=
68 476 77.72
1,972
3 Accounting 1 2 4 7 476 x322 =
68 476 77.72
1,972
4 Human 1 2 4 7 76 x 327 =
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Resource 68 476 77.72
1,972
Sales & 1 4 7 76 x 327 =
Marketing 2 68 476 77.72
1,972
1,972
322

Source: Authors Compilation (2023)

Sampling Techniques and Sample Size

Since the sampling frame for this study has been established in Table 2 as 1,972, Krejcie
and Morgan (1970) were used to determine the sample size. The resulting sample size
was 322. With the aid of the random sampling technique, 11 questionnaires were
distributed to managing directors, and 78 questionnaires were distributed to production,
accounting, human resources, and marketing departments. Senior management staffs such
as managing directors, general managers, management accountants, production managers,
and sales and marketing managers were selected for the purpose of the study. A
questionnaire was distributed to those management staffs of the quoted manufacturing
firms selected, and their phone numbers were collected for follow-up. At the end, 85% of
the total distributed instruments were returned.

The study used both descriptive and inferential statistics for the analysis of the data
gathered through the questionnaire. The descriptive statistics, such as frequency tables
and percentages, were used to assess the demographic profile of the respondents to make
the analysis more meaningful, clear, and easily interpretable. Multiple regressions were
used with the aid of SPSS (Statistical Package for Social Science) for inferential
statistical analysis to simultaneously analyze multiple independent variables
(organization dynamics) and dependent variables (environmental management
accounting practice), as well as to statistically show the effect of organization dynamics
on environmental management accounting among the listed manufacturing companies in
Lagos State, Nigeria.

DATA PRESENTATION, ANALYSIS AND INTERPRETATION
Test of Normality

The extent to which the scores on the study variables are normally distributed was
measured using the tests of skewness and kurtosis as presented in Table 4. Based on the
threshold of -3 to +3 for skewness and kurtosis, all the scores on the study variables were
to a greater extent normally distributed, as reflected in Table 4, in which the skewness
and kurtosis figures are within the range of the threshold.
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Table 3 Normality Test

S/N Constructs Mean S.D Skewness Kurtosis
1. | Competitive strategy 3 -1.271 1.746
4.5774 2685
2. | Organization 3 -1.392 1.603
interdependence 4.6462 4698
3. | Resource strength 2 -1.497 1.535
4.7022 6717

Source: Author's Computation, 2023.

Reliability Test using Cronbrach’s Alpha

Table 5 shows that the Cronbach's alpha coefficient for each of the above variables is
relatively high at 0.713%, 0.763%, and 0.721% for competitive strategy, organization
interdependence, and resource strength, respectively. The overall Cronbach's alpha
coefficient is 0.732. This value is above 0.70, which implies that the items are not

measuring something different from the scale. Hence, the scale can be considered reliable

with the sample (Pallant, 2007).

Table 4 Reliability Test using Cronbrach’s Alpha
Variable Cronbach’s alpha N
Competitive strategy 0.713 6
Organization interdependence 0.763 6
Resource strength 0.721 6
Overall 0.732 18

Source: Author’s Survey, 2023.
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Table 5
Regression Analysis
Coefficients
Unstandardized Standardized
Coefficients Coefficients
Model|Coefficients | Std. Error Beta T-Value Sig.
1 (Constant) .807 314 2.887 .001
Competitive strategy 253 .094 108 2.699 .002
Organization 223 075 187 2957 | 003
interdependence
Resource strength .709 .065 .188 3.879 .000

a. Dependent Variable: Environmental management accounting practice.

The above table shows the effect of organization dynamics (competitive strategy,
organization interdependence, and resource strength) among the manufacturing firms in
Lagos State, Nigeria. The coefficient of competitive strategy is 0.253, implying that for
every percentage change in competitive strategy, environmental management accounting
practice will increase by over 25%, significant at 5%. The coefficient of organization
interdependence is 0.223, indicating that a percentage change in organization
interdependence will influence environmental management accounting practice by over
22%, which is significant at 5%. The coefficient of resource strength is 0.709, implying
that a percentage increase in resource strength will lead to an increase in environmental
management accounting practice by over 70%, significant at 5%. The variables in the
model are jointly significant in explaining the dependent variables at a 5% level of
significance.

Table 6 Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
‘1 8572 815 814 36524

a. Predictors: (Constant) competitive strategy,

organization interdependence and resource strength
The model summary shows the effect of the independent variables on the dependent
variables; the implication of R-squared at 0.815 is that the independent variables
(competitive strategy, organization interdependence, and resource strength) explain more
than 80% of the changes in the dependent variable. While the remaining 19% can be
explained by other factors not incorporated in the model.
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DISCUSSION OF FINDINGS

The first research question is used to investigate the first research objective, which
examines the effect of competitive strategy on environmental management accounting
practice. The result shows that competitive strategy has a significant positive effect on
environmental management accounting practice (= 0.253, t =2.699, p 0.05). Interestingly,
this study suggested that competitive strategy has a linear relationship with
environmental management accounting practices. This result is similar to the argument
put forth by some authors such as Muhammad (2022), Muammard, Hendr (2016), and
Steinberg & VanDeveer (2017), who reported that competitive strategy has a significant
positive effect on environmental management accounting practice. This contrasted with
the findings of Parker (2019), Bouma and van der Veen (2020), and Burritt (2019), who
opined that competitive strategy has no significant effect on environmental management
accounting practice. The difference in the results may perhaps be due to the different
proxy of environmental management accounting practice.

The second research question, which is used to investigate the second objective, sought to
determine the effect of organization interdependence on environmental management
accounting practice. It is adduced from the findings that the level of interaction between
the various stakeholders within the organization has a significant effect on the
environmental management accounting practice ( = 0.223, t = 2.957, p 0.05). This study
provides evidence that organizational interdependence is an important variable in the
environmental management accounting literature. The significant effects of this variable
match the findings of Damrongsukniwat and Kunpanitchakit (2017), Kohlmeyer and
James (2016), and Rayun and Nengzih (2020). However, this is against the undermining
effect put forth by literature, for instance Burritt (2018) and Parker (2019), who
confirmed an insignificant relationship between organization interdependence and
environmental management accounting practice.

The third research question is used to investigate the third research objective. This
objective examines the effect of resource strength on environmental management
accounting practice. The study reported that resource strength has a significant positive
relationship with environmental management accounting practice ( = 0.709, t = 3.879, p
0.05). The results suggest that valuable physical assets and human and intellectual capital
used by the business organization play an important role in environmental management
accounting practice. The finding is in consonance with prior studies such as Covaleski
and Dirsmith (2022), Shawn (2019), and Mara, Susana, and David (2022), who reported a
significant positive relationship between resource strength and environmental
management accounting practice. This finding is also validated by the evidence put forth
by Retno (2020), who reported a significant positive relationship between resource
strength and environmental management accounting practice.
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The findings are dissimilar to those of Chinwub and James (2022), who studied the
relationship between resource strength and environmental management accounting
practice among the listed manufacturing firms in Lagos State. The finding revealed that
there is no significant relationship between resource strength and environmental
management accounting practice.

Theoretical Implications

The summary and gap identified in the literature serve as the basis for this study's
conceptual framework. In an attempt to address the numerous identified gaps, the current
study adds to significant theoretical literatures. It was also supported and justified by
institutional theory in order to provide new insights and understand the effect of
organization dynamics on the environmental management accounting practices especially
among the manufacturing firms in Nigeria. Hence, the current study has established
significant theoretical contributions to the existing literatures and discussions.

Practical Implications

Recognizing the role of managing environmental issues in organization dynamics among
the listed manufacturing firms, this study highlights the effect of competitive strategy,
organization interdependence, and resource strength on the environmental management
accounting practice among the manufacturing firms in Nigeria.

RECOMMENDATIONS FOR FUTURE RESEARCH

Future studies may be conducted on environmental financial accounting and
environmental management accounting. Future studies may also integrate national culture
as institutional theory allows for more robust generalization across countries and
continents. Finally, future research may also integrate the size of the organization, the age
of the organization, and national culture as contingency factors to allow for a more robust
study across the countries.

CONCLUSION

The study therefore concludes that there exists a significant positive relationship between
organization dynamics and environmental management accounting practice among the
listed manufacturing firms in Lagos State, Nigeria.
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