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Abstract.The study aims to determine the requirements for the disclosure of environmental 

information in the financial statements in light of international accounting standards and to study 

and determine the degree and nature of disclosure of environmental information in the financial 

statements of the sample companies, and the importance of environmental information in making 

decisions about setting plans and objectives and drawing policies that aim to protect and sustain the 

environment as It represents the comprehensive container of the elements of natural wealth, based 

on the information announced in the annual reports of the sample companies, which include an 

industrial and forestry company, and it was selected from the most environmentally sensitive sectors 

and the most impacting on the environment. 

Using the content analysis method, which will be the main measurement tool for the research, where 

the disclosure scale will be prepared using this method and in a similar way to the scale (1982, 

Wiseman), which includes 18 axes of environmental disclosure within 6 main axes covering all 

aspects of the environmental performance of the company. The results of the study showed that 

disclosure in the sample companies is restricted by what is imposed by the standard accounting 

system with regard to the disclosure of fuel or production waste, as the environmental accounting 

applications in industrial and strategic companies in Yemen did not take sufficient attention, and 

this comes as a result of the lack of awareness of industrial companies and their weak contribution 

to the responsibilities that should be borne in the field of environmental protection and society. 

This study represents the theoretical framework for understanding the nature of environmental 

accounting and reporting by providing a detailed review of environmental accounting, in addition to 

understanding the nature of environmental disclosures for industrial and extractive companies in 

Yemen and the extent of their application to international accounting standards. The research 

recommends the necessity of obligating industrial and extractive companies to environmental 

disclosure due to its low levels in the annual reports they issue, which reflect a state of lack of interest 

and awareness by the majority of Yemeni companies of their environmental role and responsibilities 

towards society. 
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Introduction 

Accounting is a profession that has the duty to 

elevate the internal view of any economic unit and to 

develop information that clarifies its role within its 

environment and its contribution to providing 

appropriate information for making decisions that 

result in optimal utilization of resources, 

preservation of the environment and averting danger 

from it. 

There is no doubt that the development in the 

economic activities of companies, as well as the 

accelerating complexities in production techniques 

in the world, have led to an increase in the negative 

effects of economic activity on the natural 

environment. , which prompted most countries of the 

world to find mechanisms to reduce the problem of 

environmental pollution. On this basis, many 

countries of the world impose special requirements 

for environmental measurement and disclosure 

applied by industrial companies, through which 

environmental information related to the 

environmental effects of economic activity is shown 

on the one hand, and on the other hand, it is shown 

The remedial measures implemented by the 

company to reduce or limit these effects, that the 

environmental disclosure in the financial statements 

did not take sufficient attention as a result of the lack 

of need for this type of information, but with the 

increasing social pressures towards the availability 

of information about the company’s activities in 

protecting the environment and this was noted in 

each of the two summits London and Pittsburgh for 

G20 leaders in 2009.G20 leaders reinforced the 

impact of the International Financial Reporting 

Standards (IFRS) by calling for the implementation 

of global accounting standards by 2011. By the end 

of 2008, more than 100 countries had adopted IFRS 

(Cabrera. 2008; Barth. et al 2008) The other parallel 

summit was the United Nations Special Summit on 

the Environment, which was held on September 22, 

2009. The United Nations summit confirmed the link 

between environment and finance in the said 

summit. Especially after the implementation of the 

Kyoto Convention to reduce pollution, which 

imposes on countries to reduce the percentage of 

industrial pollutants for companies, which is 

expected to be amended in the 2015 Paris 

Agreement, which discusses climate change, it 

became important to specify the requirements for 

environmental disclosure for industrial companies to 

meet their main purpose. Providing information on 

the nature of the company’s environmental activities 

is of interest to multiple internal and external parties. 

From this point of view, the current study will shed 

light on the requirements for measurement and 

disclosure of environmental information under 

international accounting standards, in addition to 

measuring the actual level of disclosure for industrial 

and forestry companies in Yemen. 

Research Methodology / Research Problem 
The main problem of environmental accounting is 

reflected in the lack of disclosure of information and 

costs related to environmental protection, as many 

factories and companies integrate these costs within 

industrial costs, and others include them in the 

income statement independently. Hence, the 

protection of the environment and the proper 

exploitation of its resources fall on the shoulders of 

these units, in addition to the main role that the state 

plays in this field. In order to provide the conditions 

and requirements that allow the possibility of 

conscious dealing and to avoid these problems, these 

units should unite their efforts in the field of 

recognizing their obligations towards the 

environment. In addition to its industrial obligations, 

in addition to its positive role in reducing the 

environmental effects of its industrial activity, and 

accordingly, the research problem lies in the 

deficiency of the accounting system applied in 

economic units in general and industrial units in 

particular in determining and measuring 

environmental information and disclosing it in the 

financial statements and statements prepared 

accordingly. The system compared to the 

requirements of measurement and disclosure of 

environmental information prepared in accordance 

with international accounting standards, which 

reduces its transparency and credibility. 

The research importance 
The importance of the current study stems from the 

importance of accounting from environmental 

performance through its role in providing 

environmental information necessary for 

rationalization in the decision-making process, so its 

application in industrial units is of great importance 

and necessity. In addition, the current study 

contributes to achieving the following: 

1- Attempting to identify and measure the areas 

harmful to the environment in order to identify the 
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units to the extent of their contribution to those 

damages and their role in limiting them. 

 2- Preamble for Yemeni industrial units to disclose 

their environmental performance as part of their 

obligations towards the environment, whether forced 

or voluntary. 

 3- Giving these environmental fields a position 

within the accounting system to improve the 

measurement of environmental performance in 

performing its functions in providing useful 

information to serve the environment and society 

and saving them from the dangers of pollution. 

 4- Finding the means and ways to address the 

internal damages by highlighting the reality of the 

environmental performance of the industrial units 

operating in the country and determining the costs of 

protecting the environment and following the best 

procedures for measuring those costs in order to 

obtain the best results. 

The study aims to  
1.Determining the requirements for environmental 

measurement and disclosure of environmental 

information in the financial statements under 

international accounting standards 

  2. Study and determine the degree and nature of 

disclosure of environmental information in the 

financial statements of industrial and extractive 

companies in Yemen. 

Study hypothesis 
The current study attempts to test the following 

hypothesis: The accounting system applied in 

industrial and extractive companies in Yemen 

provides a certain level of environmental disclosure 

in their annual reports under international accounting 

standards. 

Method and sources for obtaining data 
The inductive approach was relied upon in preparing 

the theoretical side of this study by making use of 

Arab and foreign scientific sources. As for the 

practical side, it was relied on the information 

announced in the annual reports of the companies. 

The content analysis method will be the basic 

measurement tool for the research, as the disclosure 

scale will be prepared using this method and in a 

similar way to the 1982 Wiseman scale, which 

includes 18 axes of environmental disclosure in the 

financial statements. In order to enrich the study with 

all that is new in the field of environmental 

performance accounting, the researcher relied, in 

addition to books, periodicals, references, 

research and working papers, which dealt 

with the subject in Arabic and English. in 

reducing environmental pollution. 

▪ First - the theoretical 

framework of the research 

     -The concept of accounting disclosure 

of environmental performance 

The traditional accounting disclosure does not fully 

reflect the environmental impacts arising from the 

practice of industrial establishments, not their 

multiple activities, at the same time that information 

about the activities performed by industrial 

establishments within the framework of their 

responsibility towards the environment has become 

a basis upon which to draw up strategies and 

programs aimed at contributing to the protection and 

sustainability of the environment. Environmental 

disclosure comes as a sense of the investors’ need for 

information about the environment, to counter the 

traditional disclosure’s shortcomings in meeting 

these needs. Therefore, unremitting efforts are being 

made by legislative institutions and professional 

organizations in many countries of the world 

towards enacting legislation requiring the disclosure 

of such information. 

One of the statistics indicates that 70% of American 

economic establishments disclose environmental 

information in their annual reports, thus occupying 

the first rank in the world over economic 

establishments in Europe that are trying to catch up. 

Helen & Gray, 2001:100-101. In view of the above, 

there is an urgent increase in the development of the 

disclosure standard in accounting thought to include 

environmental disclosure, which leads to an increase 

in the efficiency of information operation by 

decision makers and helps in rationalizing their 

decisions related to the assessment of social and 

environmental responsibility. . Accounting 

disclosure is defined as a set of information items 

related to the performance and activities of 

environmental management of economic institutions 

and their financial implications in the past, present 

and future (Deegan 2009: 282, 2009). 

Accordingly, the environmental disclosure of 

companies means: that disclosures related to the 

company's activities have an impact on the natural 

or physical environment in which it operates 

(Wilmshurst and Frost, 2000:16). 
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- Criteria for the selection of 

disclosed environmental 

information 

The effects of disclosure on the environment face the 

problem of testing information that ensures its 

proper output to those who are interested in 

identifying the environmental performance of the 

institution. The following is a list of the most 

important of these criteria (Andreas & Upasena, 

1998:62): 

Definition Standard 
It is a characteristic that requires that the language in which 

environmental information is formulated be characterized by 

simplicity and clarity in order to facilitate their understanding. 

 Understandability 

It is a characteristic that requires that the information be 

essential for its users from among the decision makers, in 

addition to that it should include assurances about the 

performance of the facility for the past period and predictions of 

behavior created in the future. 

Relevance 

 

It is a characteristic that means that the measurement and 

presentation of information is free from fundamental errors or 

biases for any of the beneficiary parties, in addition to the fact 

that it should be limited to presenting the necessary information 

exclusively without going into the boring details that cause the 

loss of the basic information and then the absence or at least the 

lack of The intended benefit of disclosure 

Reliability 

It is a property that requires the disclosed information to be 

characterized by the comparability of the performance of the 

same facility at the level of successive periods of time, and the 

comparison between the performance of the facility and its 

developments that are engaged in activities similar to that of the 

same facility, as well as the need to disclose the methods. 

 Comparability 

 

- Environmental accounting 

disclosure mechanisms: 

Information related to the environment can be 

communicated to the community and its 

stakeholders through a set of mechanisms that can be 

summarized as follows (Abu Al-Azm, 49: 2005): 

Voluntary disclosure: that the knowledge of the 

shareholders’ participation in the management of the 

institution leads to two important problems: 

First: there is asymmetry in the information, the 

investors are less knowledgeable compared to the 

management about the activities and value of the 

institution. 

The second: the existence of ethical risks, as the 

administration works to take advantage of the 

advantages of its knowledge of the activities of the 

institution and its future prospects. Therefore, the 

administration must have incentives for voluntary 

disclosure of information other than what is required 

by the standards for preparing financial statements. 

His role in improving the economic performance of 

the institution, its reputation, and its competitive 

value in capital (Toms, 2002:257). Although the 

environmental report and disclosure is still optional 

in most cases, many large companies in developed 

countries have voluntarily initiated the application of 

environmental accounting laws and standards and 

developed environmental management systems and 

put environmental reports within the annual reports, 

despite the shortcomings that taint the validity of the 

reports of some institutions that Focusing on the 

positive side, neglecting the side that negatively 

affects future revenues and cash flows and those that 
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expose them to legal penalties and fines (Rwani, 

2007, p.: 125) 

Compulsory disclosure: This type of disclosure is 

imposed on industrial establishments and in 

accordance with the laws, regulations and 

administrative regulations in the capital markets, and 

in accordance with accepted accounting standards, 

as a general purpose in professional accounting 

groups. 

- International Accounting Standards (IFRS & IAS) related to environmental activity: 

International Financial Reporting Standards (IFRS) for 

financial reporting: 
International Accounting Standards (IAS) : 

Financial Reporting Standard (6 IFRS), which deals 

with exploration assets and the evaluation of mineral 

resources, and stipulates that the company recognize 

any obligations for removal and restoration that the 

company incurs during a certain period as a result of 

its exploration or evaluation of mineral resources. 

Those are in accordance with IAS 37 Provisions, 

Contingent Liabilities and Contingent Assets 

-International Accounting Standard 

 (1 AIS) Presentation of financial statements .  

-International Accounting Standard (AIS 16) property, 

plant and 

Equipment .  

 -International Accounting Standard No. (AIS 37) 

Provisions for Contingent Liabilities and Contingent 

Assets. 

- - IFRS 34 Interim Financial Reporting determines the 

appropriate amount of provision, such as product 

warranty provisions, environmental costs provisions, 

and worksite repair costs. 

 

▪ Second: the applied aspect of research 

The reality of environmental disclosure in industrial and extractive companies 

in Yemen 

Description of the Disclosure Scale: Content 

Analysis: Determining the level of disclosure in 

general and environmental disclosure in particular is 

usually done using the content analysis method, and 

content analysis is a technique used by researchers to 

measure behavioral phenomena that can be directly 

quantified because it mostly depends on the narrative 

or narrative method of expression about her. In 

addition, content analysis is a research method that 

makes inferences from the data reproducible to 

activate optional environmental disclosure variables 

(Almagtome, 2015). Moreover, the content analysis 

method is a method of modifying the text or content 

of a piece of writing into different groups or genres 

based on the criteria selected (Weber, 1988). In this 

regard, then determining the environmental 

disclosure of companies by analyzing the content of 

the annual reports of the industrial companies, the 

research sample based on the presence or absence of 

data related to environmental disclosure into (6) 

categories of environmental concepts, which are: 

(Disclosure related to environmental expenses and 

risks - compliance with environmental laws and 

instructions - pollution control - sustainable 

development - land pollution treatment - disclosure 

related to the management of environmental 

activities). 

The content analysis technique has been adopted in 

this research because it allows the environmental 

disclosure of the comparative companies and to 

classify them on a regular basis, which is useful for 

determining the trends and extent of disclosures. 

Moreover, this technique is one of the most 

systematic, objective and quantitative technical 

methods of data analysis used in previous research 

and studies involving corporate environmental 

disclosure practices (Wiseman, 1982, et.al) and it is 

also one of the most common or dominant research 

techniques used To measure and analyze the 

environmental disclosure of companies based on 

their annual reports. 

Since the end of 1990, various reports related to the 

environmental performance of companies have 

become prevalent tools for communicating with the 

concerned parties such as the public, the beneficiary 

parties. Nowadays, due to the importance of 

disclosing environmental performance reports and 

sustainability reports, the demand for them has 

increased from the various stakeholders regarding 

the various information assets of companies. As the 

disclosure of companies through environmental 

performance reports and sustainability reports in a 

form of communication related to environmental 

information and sustainable development, and 

through these annual reports through which 
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companies inform the concerned parties on the types 

of issues or indicators that indicate that companies 

have improved their performance or It changes 

according to its policies and strategies (27. Bae, 

2009, p). 

Environmental Disclosure Index: 

Most researchers in the field of environmental 

disclosure have relied on the coding method as a tool 

to determine and measure the level of environmental 

disclosure for industrial and extractive companies in 

their annual reports (Wiseman 1982 & Commier, 

et.al). When using this method, the focus is primarily 

on the items and topics related to disclosure, which 

are important issues for the beneficiary parties, 

rather than focusing on the number of words or the 

number of sentences contained in the report to be 

evaluated. This is done by identifying a certain 

number of areas of environmental disclosure or 

issues that are concerned with determining whether 

the areas that have not been discussed or addressed 

by company managers in the environmental 

disclosure of the numbers of annual reports. 

Therefore, the disclosure indicator used classifies the 

disclosure areas into items and assesses the presence 

or absence of each of the items specified in the 

environmental disclosure index using the coding 

methodology (yes or no).By using this type of 

distribution, we will avoid many potential problems 

that arise from the use of other means such as the 

number of words, topics, paragraphs and pages. 

Although the distribution methodology used does 

not measure the environmental information that is 

disclosed in the annual reports, it is not essential to 

identifying the quality of the disclosed information, 

but its aim is to recognize the existence of each item 

of disclosure. 

Table: Components of Disclosure  

Scale 

 

 

 

5- pollution treatment 

- Work site waste removal 

- Pollution Remediation Efforts 

- Future obligations related to the 

workplace 

- Leakage of harmful substances to 

the environment 

 

3- anti polution : 

- emission of environmental 

pollutants 

- Treating environmental pollution 

- Production waste management 

- Availability of means of 

controlling pollution 

- Noise and odors polluting the 

environment 

- Energy consumption 

- Energy savings used 

1-Environmental Expenditure and 

Risk Disclosure: 

- Investments in the field of 

environmental protection 

- Environmental Expenses 

- future environmental investments 

- future environmental expenses 

- environmental obligations 

- Reserves for future risks 
- Reserves for future 

-environmental expenses  
6- Disclosure related to the 

management of environmental 

activities 

- Company's environmental 

policies 

- Setting environmental goals 

- Environmental audit in the 

company 

4-sustainable development 

-sustainable development 

- The amount of consumption of 

natural resources 

- recycling 

2- Compliance with environmental 

laws and regulations: 

-Environmental lawsuits 

- current and future prospects 

- Environmental fines and taxes 

- environmental accidents 

- Treating environmental damages 

Score:( Cormier, 2012:39, &wiseman,1982,:56) 

For the purpose of determining the level of 

disclosure, the scale used in this study depends on a 

four-level quantitative indicator (0.1.2.3) when using 

the content analysis method, and this mainly depends 

on the degree of environmental disclosure that is 

announced in the annual reports of industrial 

companies. The scale includes 29 items for 

measuring the level of environmental disclosure, as 

the items are grouped into 6 categories as shown in 

the table above. This classification is based on a 

score ranging from one to three, and grade (3) is 

awarded for quantitative disclosure items, grade (2) 

for qualitative disclosure items, grade (1) for 

disclosure items in general, and finally (0) is 

awarded for items where environmental disclosure is 

not available. Content analysis includes reviewing 

the annual report of the sample companies, searching 

for the presence or absence of data related to 

environmental issues (Wiseman, 1982). By using 

this technique, the disclosure of this information is 

recorded only once (because repeated information 

does not lead to a high degree of the environmental 

disclosure index). Based on what was mentioned 

above, the annual reports of industrial and extractive 
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companies were studied, the research sample, using 

the content analysis  

 

technique, and then items related to environmental 

disclosure were determined after awarding grades 

based on the level of disclosure (quantitative, 

qualitative, general). The previous table shows the 

items related to home disclosure in detail to what was 

mentioned above in the table, and these items were 

divided on the basis of two sources of terminology. 

The first is the environmental disclosure index itself, 

which includes six different categories, and the 

second source is the accounting literature related to 

environmental disclosure terms, especially (Glavi & 

Lukman, 2007), which discussed the details and 

conditions related to sustainability and its 

definitions, distributed in 6 categories, and each 

period contains 10 Clauses related to environmental 

disclosure. 

Research hypothesis test results 
Through the annual reports of Yemeni companies, it 

is clear that there is a discrepancy in the level of 

environmental disclosure of the sample companies, 

where the highest level of environmental disclosure 

reached 11% and was in favor of the Chemical 

Industries Company and the electronic and metal 

industries sector, and the lowest percentage was 6% 

for the Packaging Company and the Construction 

Materials Industry Company. Based on the 

foregoing, it can be said that the basic hypothesis of 

the research is accepted, which states the following: 

The accounting system applied in industrial and extractive companies in the Republic of Yemen 
provides a certain level of environmental disclosure in their annual report 

          12% 

            10%   

             8%                                                                                                                                     

             6% 

             4% 

            2% 

            0% 

                         Chemical       extractive          Food            Packaging      construction 
                             Electronic             and                and                                        materials 
                                  And            agricultural      medical 
                           Metallurgical                            industries 
 
 
                                   Distribution of environmental disclosure results by sector 
 
 
 

It is clear from the financial statements (annual 

reports published in official newspapers and 

company websites) for Yemeni companies 

announced at the end of the fiscal years (2019-2020) 

that the chemical industries sector and the electronic 

and metal industries sector have witnessed the 

highest environmental disclosure rate, as they 

reached 11% of the volume of environmental 

disclosure , being environmentally sensitive 

companies compared to other companies that are less 

sensitive to the environment and the reason for this 

is due to the materials used by these companies have 

a significant impact on the environment, followed by 

the Extractive and Agricultural Company, which 

amounted to almost 9%, and then followed by the 

Food Industries Company and the Medical Materials 

Company, as it reached They account for 8% of the 

volume of environmental disclosure, and finally, the 

volume of environmental disclosure in the 

Packaging Company and the Construction Materials 

Industry Company, as the volume of environmental 

disclosure for them reached 6% and 6%, 

respectively. 

 

Conclusions 
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The research reached a set of conclusions, the most 

important of which are summarized in the following 

points: 

1- The study provided a theoretical framework for 

understanding the nature of environmental 

accounting and reporting by providing a detailed 

review of environmental accounting and the history 

of reporting, in addition to understanding the nature 

of environmental economies by industrial and 

extractive companies in the Republic of Yemen, the 

study sample, and the extent of their application to 

international accounting standards. 

 2- Environmental disclosure is one of the 

components of comprehensive disclosure as it meets 

the needs of the users of the lists 

Financial information that enables them to assess the 

environmental performance of the enterprise. 

  3. The results of the study showed that 

environmental disclosure in Yemeni industrial 

companies is restricted by what the government 

imposes 

Regarding the disclosure of fuel or production 

residues. 

 4. The results of the study showed that there is an 

optional disclosure of information related to the 

environmental activities of the Yemeni companies in 

the research sample in varying proportions among 

the sample companies. 

 5. The disclosures made by some companies are 

limited and come in the context of obtaining a quality 

certificate, but none of the industrial companies 

disclosed to the sample what they are doing 

regarding the environment in terms of accounting, 

disclosure and transparency. 

 6- There is a wide gap between the reality of the 

accounting system applied in the institution and the 

requirements of accounting standards 

International standards represented by the lack of 

disclosure in the financial reports and some gaps in 

the preparation of these reports. 

7- The application of the environmental accounting 

system in Yemeni industrial and extractive 

companies did not receive sufficient attention, and 

this comes as a result of the lack of awareness of 

industrial companies and their weak contribution to 

the responsibilities that they must bear in the field of 

protecting the environment and society. 

Recommendations 
 
Based on the findings of the study, the researcher 

recommends the following: 

1- The necessity of emphasizing the interest of 

corporate management in the industrial sector in 

scientific methods of environmental accounting 

And work to develop the skills of employees through 

the preparation of special courses for accounting 

cadres in this field. 

2. The necessity of applying a unified method for 

expressing and disclosing environmental 

performance that all companies are committed to 

Yemeni industrial and extractive. 

3- Commitment to the requirements of the 

application of international accounting standards in 

a manner consistent with recent developments, 

including the requirements of inter-accounting. 

4- Working to spread environmental awareness 

among all parties interested in environmental affairs, 

whether for communities or 

Officials or institutions and their employees, 

especially managers and accountants. 

 5- The need to consider the environmental 

performance of industrial companies as one of the 

important axes in evaluating their environmental 

performance on the 

Considering that improving environmental 

performance fundamentally affects the rest of the 

other aspects of the organization (financial 

management, marketing, internal improvement and 

growth). 

 6- The need for effective cooperation between 

industrial companies, the Ministry of Trade and 

Industry and the Ministry of Environment in training 

accountants on environmental accounting 

applications in Yemeni industrial companies. 
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7- Factories must carry out periodic checks in the 

vicinity of the factory workers, as determined by 

them 

The law, and the examinations must include all 

group of toxic substances used in production or 

stored 

in the factory. 

8- The necessity of obligating industrial and 

extractive companies to disclose the environment 

due to its low levels in the annual reports they issue, 

which reflect a state of lack of interest and awareness 

on the part of the majority of companies of their 

environmental role and responsibilities towards 

society. 
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