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Abstract

In the course of the study, the authors conducted a survey of respondents-business entities operating in
Samara region (Russia). The survey respondents assessed their company's environmental record-keeping in
a number of areas. The obtained results indicate an unsatisfactory state of environmental accounting of the
Samara region companies. Thus, environmental accounting is carried out by 29.3% of the surveyed
companies, while the systematization of information about environmental risks is carried out by 4.9% of the
surveyed business entities. Few business entities (7.4%) that manage the costs of environmental activities
mainly use the ABC method for this. A small number of companies from the total sample (8.1%) use the
sustainable development report in forming non-financial reports. Business entities that responded positively
to this question, are distinguished by the presence of foreign shareholders. At the same time, the absolute
majority (84.6%) of respondents answered positively to the question of financial accounting of
environmental objects, although the fact that financial accounting of environmental objects does not give the
company the ability to manage environmental costs. Authors proposed as part of the integrated system of
environmental accounting to allocate in addition to financial accounting and management accounting of
environmental costs, accounting and aggregation of environmental risks. Systematization of information
about environmental activities in the format of an integrated system will open opportunities to improve
management procedures, as well as improve the objectivity of the assessment of the organization, which will
provide competitive advantages to the organization necessary for its sustainable development.
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1. Introduction

Currently, the activities of companies have an increasing impact on the environment, which is
associated with active technological and industrial development. As a result of overexploitation of natural
resources and irrational use, protection and improvement of the environment are becoming one of the
most important problems of mankind (Denedo, Thomson, & Yonekura, 2019).

The implementation of production activities by business entities, of course, has a negative impact
on the environment. Just as every economic entity seeks to improve the quality of a product or service, so
certain investments are needed to maintain an ecosystem.

Society is becoming increasingly aware of the fact that the success of the activities carried out by
the company, largely depends on the activities aimed at the protection and protection of the environment
(Lanka, Khadaroo, & Bohm, 2017). Therefore, each business entity should conduct purposeful work and
provide information on programs, objectives for environmental protection implemented at the level of the
organization, as well as investments in environmental protection measures and costs incurred to reduce
the negative impact on the environment (Ogilvy, 2015).

Environmental accounting is a global concept for the assessment, identification, registration and
analysis of the impact of economic activities on the environment in order to use such information in the
management decision-making process and in the disclosure of information to stakeholders in non-

financial reporting (Mace, 2019).

2. Problem Statement

Companies are under certain pressure from stakeholders, which is associated with the
consideration by interested users of environmental performance indicators as a significant criterion for
selecting an investment object. In particular, the EY study "investor Attitudes to non-financial (ESG)
reporting and its role in investment decision-making" (Russian Union of Industrialists and Entrepreneurs,
2019) found that risks related to human rights, supply chain and climate change have become key for
investors. Thus, about 50% of respondents — potential investors in the survey noted that with significant
risks of these types of investment in the company is considered impossible.

Non-financial reporting based on risk aggregation to external stakeholders, including investors, is
more informative than the sustainability reports currently published by most large companies (Lai,
Melloni, & Stacchezzini, 2018). Risk-based reporting is more objective, while sustainability reports
provide companies with an opportunity to present their economic, environmental and social indicators in
a comprehensive manner.

The aggregation of environmental risk is the identification, collection and processing of data about
risks in accordance with the requirements for reporting on them, allowing companies to measure their
performance taking into account risk appetite, i.e. the level and type of risk that company is willing to
accept the economic conditions in the conduct of its activities for the purposes of its business and its
obligations to participants, debtors and creditors, and other stakeholders. It is important that the company

has established a system of risk accounting and assessment (McLeod, & Holden, 2016).
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Government organizations contribute to the strengthening of legislation, the creation of new
directions, the adoption of new rules that can raise awareness of the majority of the population sensitive
to environmental problems (Al-Shaer, 2018). Companies need to be aware of the seriousness of the
environmental problem and take environmental concerns into account in their economic activities, which
means the need to develop and apply tools that will monitor both environmental performance and the
impact of products and services on the environment.

These circumstances require companies to establish and maintain environmental accounting,
which is a management tool used in many areas such as cost management and control, improving the
efficiency of investments in relation to the environment, increasing productivity in relation to the
environment, promoting less polluted products and cleaner production processes and improving the
efficiency of investments in less polluting technologies, etc.

Environmental accounting has become a new challenge for the professional accountant to
maximize the well-being of mankind, and the need for the use and implementation of environmental
accounting by business entities is becoming increasingly apparent (Feger & Mermet, 2017). Thus, the
purpose of environmental accounting can be defined as the correct assessment and registration of the
impact of the company's activities on the environment (Osipov, 2016).

The implementation of environmental accounting of the consequences of activities and the
formation of non-financial information in reporting with a system characteristic of risk shows a serious
positive impact in assessing the value of the company, as well as contributes to the increase of investment
attractiveness and competitiveness.

However, despite the fact that economic entities form arrays of environmental information, they
often face problems in the process of organizing and maintaining environmental accounting, which are
associated with the fact that the methodological and theoretical provisions of this type of accounting have
not yet been sufficiently developed. First of all, it should be noted that neither in foreign nor in Russian
practice there is no consensus on the definition of "environmental accounting", researchers have not
formed a clear position on the essential characteristics, objects and place of environmental accounting in
the system of types of accounting.

Active attention to the development of the concept of "environmental accounting”" was paid by
many foreign researchers, including Basel and Dalla Via (2014), Schaltegger (2018). Foreign authors
generally interpret environmental accounting as a set of methods used for internal management
accounting, financial accounting for external reporting purposes, as well as for cost-benefit analysis of
actual productivity.

Among Russian scientists, there is also no consensus on the category under study. At the same
time, it can be noted that domestic experts adhere to a common approach, which consists in the fact that
the object of environmental accounting-environmental activities (Melguy, Ermakova, Kovaleva, &

Kovalev, 2018; Volodin & Gazaryan, 2016).

3. Research Questions

In accordance with the identified problems in the field of methodology of environmental

accounting, the following questions were formulated in the framework of this study: What tools are used
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in the conduct of environmental accounting in Russian company? What does the rational structure of the

company's integrated environmental accounting system look like?

4. Purpose of the Study

The aim of the study is to analyze the features of environmental accounting by companies based
on the assessment of progressive world experience.

Based on this goal, the following tasks were formulated:

- evaluate the tools used in environmental accounting by Russian business entities;

- develop proposals for the formation of an integrated environmental accounting system of the

company.

5. Research Methods

5.1. Formation of research hypothesis

Environmental accounting of the results of activities with high information value for the company
itself and further stakeholders in the disclosure of non-financial information makes significant demands
on the tools used by the compilers.

HI1 Tools of environmental accounting of Russian companies is a pronounced focus of the
formation of financial accounting information in terms of investments and costs incurred, while the state
of environmental accounting in Russia is significantly behind foreign practice.

H2 Environmental accounting is an integrated information system aimed at solving a wide range
of problems. In this regard, in order to rationalize the costs for the formation and systematization of
information on environmental activities, business entities purposefully stand its structure to avoid

possible duplication of functions of different company departments to collect similar data.

5.2. Research methodology

By means of the analysis, system approach to justification of theoretical, organizational and
methodical provisions of ecological accounting the content of its tools in practice of application by the
foreign and Russian companies is specified. To assess the state of environmental accounting in a

particular region of the Russian Federation, the questionnaire method was used.

5.3. Data collection procedure for the study
In the process of the study in September 2019, a survey was conducted of 100 respondents-
business entities operating in the Samara region (Russia). Respondents in the survey assessed the

environmental accounting in their company in this areas presented in table 01.
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Table 01. Questionnaire survey program for assessment of environmental accounting by companies of

the Samara region (the Russian Federation)

Question Answer option | Answer option number 2 | Answer option

number 1 number 3
1. Does Your company maintain | Yes No Difficult to
environmental records of its activities? answer
2. Has a specialized structural unit | Yes.  Describe the | No. If the answer to the | Difficult to
been formed for environmental | composition of the staff | first question of the | answer
accounting and non-financial | of the unit and its place | questionnaire is positive,
reporting? in the organizational | describe which departments

structure of the | in the company are

company responsible for

environmental accounting
3. How often is the analysis of data on | At least quarterly At least annually Not implemented
the impact of your company on the systematically
environment is carried out?
4. Is there a financial accounting of | Yes. Describe examples | No. Describe the reasons | Difficult to
environmental objects in  your | of these operations. for the lack of accounting | answer
company, for example, investments or for such transactions.
expenses?
5. Do you use environmental cost | Yes. What? Briefly | No. Indicate the reasons for | Difficult to
management tools in your company? describe them. the lack of practice of such | answer
tools.

6. Is information about the company's | Yes. How is it | No. Indicate the reasons for | Difficult to
environmental risks systematized? analyzed, systematized | the lack of such practice. answer

and accumulated?
7. Is your company preparing non- | Yes. What kind of | No Difficult to
financial statements? report is used in this answer

case?

Source: authors.

At the same time, in order to systematize the results, fixed answers to the questions were provided,

but in order to assess the tools used for environmental accounting, most of the answers also provided a

brief description of the state of this area in the surveyed organization. The survey was conducted in

relation to both small and large businesses, regardless of their industry affiliation. The answers of the

respondents were analyzed by the authors to form a reasonable opinion on the state of environmental

accounting in a particular region of Russia.

6. Findings

The results of the survey in the respondents response were systematized in a fixed form (table 02).

The obtained results indicate an unsatisfactory state of the Samara region companies environmental

accounting. Thus, environmental accounting is carried out only by 29.3% of the surveyed companies,

while the formation of non-financial reporting produces is only 8.1% of respondents, and the information

systematization is about environmental risks - 4.9% of the surveyed business entities.
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Table 02. Structural analysis of the survey results to assess the features of environmental accounting by

companies of the Samara region (the Russian Federation), in %

Question Answer Answer Answer
option option option
number | number 2 | number
1 3

1. Does Your company maintain environmental records of its activities? 29,3 65,9 4,8

2. Has a specialized structural unit been formed for environmental | 8,7 88,9 2,4

accounting and non-financial reporting?

3. How often is the analysis of data on the impact of your company on the | 35,5 55,3 8,2

environment is carried out?

4. Is there a financial accounting of environmental objects in your company, | 84,6 11,7 3,7

for example, investments or expenses?

5. Do you use environmental cost management tools in your company? 7.4 86,4 6,2

6. Is information about the company's environmental risks systematized? 4,9 85,9 9,2

7. Is your company preparing non-financial statements? 8,1 86,7 5,2

Source: authors

At the same time, the absolute majority (84.6%) of respondents answered positively to the
question of financial accounting of environmental objects. Based on the detailed characteristics of the
answers to this question of the questionnaire, the authors formed a classification of environmental objects

of financial accounting, which is typical for the Russian practice. (Figure 01).

Objects of environmental accounting

- Assets related to environmental activities

— Obligations related to environmental activities

- Income from environmental activities

Objects related to

» environmental Costs for environmental activities
activities
Environmental activities [ Own
financing sources .
Borrowing

The facts of economic life carried out in the course of environmental activities -
transactions and events that lead to a chanee in the state of obiects

A 4

Figure 01. Classification of environmental objects typical for the Russian practice of financial accounting

It should be noted that the fact of financial accounting of environmental facilities does not give the
company the ability to manage environmental costs, as this type of information is historical and is not
relevant. In addition, financial accounting indicators are formed by companies according to Russian or
international reporting standards, which reduces the value of such information for management purposes.

The most common classification of environmental costs, which is used by Russian companies for

management purposes, is their division into external and internal, structuring in the last two classes,
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depending on the nature of their reimbursement: costs included in the cost of production, or recoverable
from the company's profits. A few business entities (7.4%) that manage the costs of environmental
activities, mainly used for this activity-based costing (ABC-method).

The technology of ABC-method goes beyond calculation and accounting technologies. It provides
accumulation and systematization of information on various financial indicators involved in the activities of
the enterprise, in the context of the main business processes and operations. The ABC -method system was
based on the idea of an indirect relationship between financial indicators and objects of accounting through
transactions. Operation as the basis of technological, marketing, management or ecological process requires
the involvement of resources of all kinds. This allows to link transactions and the assets necessary for their
implementation, the costs incurred in their implementation, the obligations to attract assets.

A small number of companies from the total sample (8.1%) most often use the sustainable
development report when forming non-financial reports. Business entities that responded positively to this

question, as a rule, are distinguished by the presence of foreign shareholders.

7. Conclusion

The problems identified on the basis of the survey indicate the need for the formation of an
integrated system of environmental accounting by Russian companies. In the structure of such a system,
according to the authors, the following components can be distinguished:

1. Financial accounting of environmental objects and facts of economic life on the basis of
application of the relevant national and international financial reporting standards.

2. Management accounting of environmental costs, the development of which is necessary in
Russia. We recommend that business entities use tools such as input-output analysis, cost accounting for
material flows, the method of accounting for environmental costs by type of activity, accounting for
environmental costs for the life cycle of the product.

3. Accounting and aggregation of environmental risks for the system management of the company
and the formation of non-financial reporting. As part of this component of the integrated system, the
company should develop a system of registration and principles of risk aggregation, as well as a template
for presenting data in risk reporting.

The result of the functioning of the integrated environmental accounting system will be the
rationalization of the costs of obtaining information. The systematization of information on environmental
activities opens up opportunities for the company to significantly improve management procedures, as
well as improve the objectivity of the assessment of the organization's activities, which provides

competitive advantages of the organization necessary for its sustainable development.
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