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Abstract: The study aims to delve into the theoretical foundations of financial reporting and
underscore its pivotal role in providing the essential data required to fulfill the objectives of
sustainable development and environmental preservation. This comprehensive approach considers
the interrelated aspects of the economy, society, and the environment. The research was
meticulously conducted at the Kufa Cement Factory, where data from the fiscal year ending on
December 31, 2020, was utilized. To investigate the intricate relationship between financial
reporting and the economic, social, and environmental dimensions, a detailed questionnaire was
meticulously crafted and divided into three distinct sections. Each section of the questionnaire
focused on examining the specific correlations between financial reporting practices and the
respective dimensions of sustainable development. Additionally, a robust set of statistical
procedures was employed to analyze the data rigorously. These procedures were instrumental in
achieving the research objectives and verifying the underlying hypotheses. The findings of the
research are significant, revealing that financial reporting is not merely a tool for economic
assessment but also a critical mechanism for supporting sustainable development and
environmental conservation. The study concludes that effective financial reporting can play a
crucial role in aligning corporate practices with the broader goals of sustainability, thereby
contributing to the holistic well-being of the economy, society, and the environment.
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1. Introduction

Environmental deterioration has significantly impeded economic development,
primarily due to the inability of economic units to adhere to the principles of sustainable
development and environmental preservation. This challenge has catalyzed the emergence
of theoretical principles aimed at fostering sustainable development, with a focus on
utilizing natural resources in a manner that does not compromise the rights and needs of
future generations. This concept underscores the necessity of balancing current economic
growth with long-term environmental sustainability.

Accounting, as a vital branch of the broader financial reporting system, plays a
crucial role in this context. It is tasked with the responsibility of providing essential
stakeholders,
governments, and the broader society. This information encompasses financial data

information to various including decision-makers, organizations,
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related to the environment, thereby assisting in the fulfillment of sustainable development
objectives and the preservation of environmental integrity.

The role of accounting extends beyond traditional financial reporting to encompass
environmental accounting. This specialized branch of accounting is designed to integrate
environmental considerations into financial reports, ensuring that organizations are
transparent about their environmental impact. By doing so, accounting serves as a critical
information system that supports environmental stewardship and sustainable practices.

In today’s interconnected world, institutions have intricate relationships with
various societal groups. These relationships necessitate the adoption of an environmental
approach to ascertain the outcomes of institutional activities and their current financial
status. Environmental accounting thus provides a comprehensive view of an institution's
performance, factoring in environmental costs and benefits, which are essential for
informed decision-making.

The integration of environmental considerations into financial reporting not only
aids in regulatory compliance but also enhances the reputation and sustainability of
organizations. It enables institutions to demonstrate their commitment to environmental
preservation, thereby fostering trust and accountability among stakeholders. As such, the
role of accounting in environmental preservation is indispensable, ensuring that economic
activities are conducted in a manner that supports both current and future generations.

2. Materials and Methods
Research question:

The problem of the research is not to use modern methods that measure
information related to sustainable development and preservation of the environment,
through which information can be provided that meets this purpose. It is possible to give
an expression of the study problem by asking the following question: Does financial
reporting help in meeting the requirements of development? Sustainable and
environmentally friendly?

The importance of the research:

The importance of the research lies in the role that financial reporting plays in
providing information to decision-makers about the size of the financial impact of the
activities of economic units on the environment in a way that contributes to meeting the
requirements of sustainable development and preserving the environment.

Research Obijectives:

The research aims to analyze the theoretical basis of financial reporting and its role
in providing essential information to meet the requirements of sustainable development
and environmental preservation. This includes addressing the economic, social, and
environmental dimensions.

Research Hypotheses:

The study is grounded on the following conjectures: (1) that financial reporting
contributes to attaining the economic aspect of sustainable development, (2) that financial
reporting contributes to attaining the social aspect of sustainable development, and (3) that
financial reporting contributes to attaining the environmental aspect of sustainable
development.

Research Methodology:

Both the deductive and inductive methods were used to reach the research's goals
and test its theories. In the theoretical part of this study, the deductive method was used.
In the applied part, the inductive method was used.

Research Population and Sample:
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The research sample consists of administrators, accountants, auditors, and
financial analysts employed at the Kufa Cement Factory. The data collected pertains to the
financial year ending on 31/12/2020. The purpose of the research is to demonstrate the
significance of financial reporting in fulfilling the demands of sustainable development
and environmental preservation.

3. Results
The idea behind financial reporting:

Al-Najjar (2010) [1] says that financial reporting is a system that includes all the
important parts of the accounting information system. This system shows the goals for
financial reporting in the intellectual frameworks, measurement methods, and disclosure
bases of accounting. It also shows the accounting measurement processes and methods
that economic units can use.

Some look to financial reporting on the appropriation of accounting information of
interest to the beneficiaries such as investors, lenders, and others in order to rationalize
their operational and investment decisions and to estimate the size and timing of the
expected cash outflows and inflows, the probability of success and the cost and benefit
constraint of this information [2].

Financial reporting is the disclosure of accounting information through financial
reports. That is, it is the process of preparing financial information for a general purpose
and communicating it to all parties who are outside the unit and do not have any financial
information.

Therefore, the act of presenting financial information, whether it be quantitative or
descriptive, in the financial statements, margins, notes, and additional tables in a timely
manner is what we mean when we talk about financial reporting. This assures that the
financial statements are not appropriate for use by external consumers of financial
statements and that they do not contain any deceptive information.

Objectives of financial reporting:

Financial reporting generally attempts to provide useful information to parties
with interests in the economic unit to assist them in making decisions and estimating the
uncertainty of potential cash flows. The objectives of financial reporting can be elucidated
by the following [3, 4]:

1. A statement of the economic unit's business results in terms of profit or loss, as
well as a statement of the effectiveness and efficiency of the unit's management in
attaining its objectives.

2. Providing current and prospective investors with information that enables them
to evaluate the economic unit's ability to distribute the dividend in the future.

3. Financial reporting's information is not valuable unless it is distinguished by two
fundamental qualities: relevance and reliability, as well as two formulations that
link them to comparability and consistency in the application of accounting data.

4. Providing financial information that is advantageous for the estimation of future
cash flows in order to compare current and future cash flows.

This suggests that the objective of financial reporting is to furnish financial
information regarding the economic unit in a manner that is beneficial to both current and
potential users, thereby enabling them to make operational and strategic decisions [5].

The aforementioned suggests that financial reporting is designed to furnish
financial information regarding the economic unit in a manner that is beneficial to both
current and potential users, thereby enabling them to make informed decisions.

The concept and dimensions of sustainable development:

Sustainable development refers to the responsible and efficient use of various
environmental resources to meet the social and economic needs of present-day humans. It
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involves the careful management of technology and resources to ensure their availability
for the well-being of future generations [6].

Therefore, genuine progress is characterized by its capacity to ensure stability,
continuity, and communication through the utilization of natural materials. This can be
achieved through a strategic approach that relies on environmental concepts and
prioritizes ecological balance [7].

Several significant implications can be derived from the notion of sustainable
development, which are outlined below: Abdul-Rahman, born in the year 2012, is currently
13 years old [8].

1. This development is sustainable, as it fulfills the current requirements without
jeopardizing the capacity of future generations to meet their demands.

2. The necessary development aims to benefit the entire human race and extend far
into the future rather than being limited to certain locations and short periods.

3. Standards of life that surpass the very minimal necessities cannot be maintained
when consumption levels worldwide consider the demands of sustainability.

4. Social and cultural factors influence the determination of requirements. Therefore,
achieving sustainable development necessitates the promotion of values that
promote consumption within environmentally feasible boundaries.

The dimensions of sustainable development encompass three main aspects: the
economic dimension, the social dimension, and the environmental dimension. These
dimensions can be elucidated by the following:

1. The economic dimension: This dimension necessitates the maximization of societal
well-being and the eradication of poverty through the efficient utilization of
natural resources., taking into account the environmental balance in the long run.
This dimension falls under this dimension [9].

a) Work to change consumption patterns that waste biodiversity; furthermore,
it is imperative to consistently decrease the levels of inefficient utilization of
energy and natural resources.

b) Adopting a development pattern to achieve self-sufficiency, allowing
regional cooperation and active trade among these countries.

c¢) Work to improve living standards, which leads to the revitalization of
development and economic growth in the country.

d) Increasing economic well-being by increasing the profits of economic units
and consequently expanding them, and then working on hiring new
workers.

2. The social dimension: This dimension requires meeting the requirements of
society; the attainment of the social aspects of sustainable development is
predicated on the concept of human development through the following [10]:

a) Promoting active development to help slow down the movement of
migration to cities and is concerned with taking special measures that lead
to a minimum environmental impact.

b) Providing basic services such as shelter, clean water, sanitation, and
supporting social infrastructure to ensure the right of citizenship to
education, work, training, and health care.

c¢) Equality at work means providing equal opportunities for women to work
and practice various income-generating activities and their right to
education.

d) Providing the necessary information to make the economic unit questionable
and accountable by all the bodies in the community and confirming the right
of participation of individuals and bodies in making decisions related to
their life affairs.
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3. The environmental dimension of sustainable development focuses on the
conservation of physical and biological resources, including the efficient
utilization of agricultural lands and water resources worldwide. These resources
are safeguarded through the implementation of the following measures [9]:

a) Protection of natural resources by protecting the soil, protecting the land
allocated for trees, and protecting fisheries and agricultural lands.

b) Preserving the water environment Enhancing water conservation by
eliminating inefficient practices, optimizing the efficiency of water
networks., and improving water quality.

c) Protect the climate from global warming and not risk making changes that
lead to the destruction of the Earth's protective ozone layer as a result of
human actions.

d) Reducing the refuges of biological species, limiting the extinction of animal
and plant species, and preserving the richness of the earth and biological
diversity for future generations.

The relationship between financial reporting, sustainable development, and
environmental preservation:

Financial reporting helps in providing appropriate information through which the
environment can be preserved, It facilitates transformative alterations in the infrastructure
and superstructures of society while ensuring minimal adverse impact on the environment
[11].

Through financial reporting, it is possible to meet the requirements of economic
sustainability and to ensure the optimal use of natural resources, secure access, and ensure
adequate protection of the environment from all pollutants and harmful environmental
precipitants [12].

In addition to enhancing output by prioritizing workplace health and safety, it is
crucial to comply with air, water, and noise regulations to safeguard human well-being
and provide optimal healthcare, as well as ensure adequate protection of life-supporting
biological resources [13].

In addition, financial reporting contributes to the enhancement of economic
efficiency, growth, and job opportunities; it also helps to support small projects and create
employment opportunities for the majority of the poor population; and it ensures the
sustainable utilization of natural resources, which is essential for economic growth in both
the public and private sectors [14].

The significance of sustainable development arises from the principle that it
prioritizes the well-being of people by addressing the needs of the present generation
without disregarding the needs of future generations or undermining their capacity to lead
a satisfactory life [15].

The importance of financial reporting in meeting the requirements of sustainable
development and preserving the environment can be demonstrated through the following
[13]:

1. Contribute to the establishment of options, formulation of strategies, and creation
of policies that align with a more equitable and sustainable vision for the future in
order to fulfill the needs of both the environment and society.

2. Facilitating the examination of economic, political, social, and administrative
circumstances via a complete and holistic perspective while refraining from self-
centeredness while managing existing resources and energies.

3. Facilitating collaboration between the public and private sectors to achieve
mutually agreed upon objectives and initiatives that address the needs of all
present and future segments of society.
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4. It facilitates and enables individuals to engage in the sharing of experiences and
expertise and is distinguished by promoting education, training, and
consciousness-raising to foster innovation.

4. Discussion

The Study Sample

Kufa Cement Factory is one of the factories of the General Company for the
Southern Cement Industry, and it specializes in the production of cement of all kinds, such
as resistant, ordinary, and refractory cement. One of the most important products of the
factory is ordinary cement, and cement is resistant to sulfur salts. This product is of high
quality, which in turn led to a continuous high demand for it from the government sector,
the private sector, traders, and customers, despite the changes that Iraq witnessed after
2003, the most prominent of which is the openness of the market The Iraqgi products on
global markets. The increase in the level of competition has negatively impacted Iraqi
products in terms of demand, as the products of the Kufa Cement Factory have continued
production. Still, in fluctuating quantities that did not reach the planned production level,
the reason is due to the high quality of the factory’s product. The production is carried out
in accordance with international standards and the application of quality requirements
approved by the Ministry of Industry and Minerals.

The statistical methods used:

Administrators, accountants, auditors, and financial analysts at the Kufa Cement
Factory were administered a questionnaire that was developed in accordance with the
research's objectives and hypotheses. Financial reporting and the economic, social, and
environmental dimensions of sustainable development were examined, and the
subsequent methodologies were implemented:

The split-half method involved calculating the Pearson correlation coefficient for
each dimension by comparing the average of questions rated with odd numbers to the
average of questions ranked with even numbers. The Saberman-Brown correlation
coefficient was employed to rectify the correlation coefficients, as illustrated in the
subsequent table:

Table 1. The stability coefficient obtained through the utilization of the split-half

approach
Hypothesis Details halving
number . Corrected correlation
correlation ..
of Items coefficient

Financial reporting plays a crucial
1 role in attaining the economic aspect 4 0.853 0.728
of sustainable development.

Financial reporting contributes to the
2 attainment of the social aspect of 4 0.788 0.621
sustainable development.

Financial reporting contributes to the

3 attainment of the environmental 4 0.816 0.666
aspect of sustainable development.
all paragraphs 12 0.819 0.672

According to provided by the person doing the study.

1) The Alpha Cronbach method was employed to assess the consistency of the
resolution. Table 2 demonstrates that the dependability coefficients exhibit a high
level of accuracy, providing the researcher with confidence in the validity of the
resolution's application.
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Table 2. Calculation of the stability coefficient using the Cronbach's alpha

method
Hypothesis Details number of Cronbac?’.s alpha
paragraphs coefficient

Financial reporting helps achieve the economic

1 . . . 4 0.806
dimension of sustainable development
Financial reporting plays a crucial role in

2 attaining the social aspect of sustainable 4 0.824
development.
Financial reporting contributes to the attainment

3 of the environmental aspect of sustainable 4 0.838
development.
all paragraphs 12 0.823

According to provided by the person doing the study.

In order to accomplish the research goals, various suitable statistical techniques
were employed utilizing the Statistical Package for Social Sciences (SPSS-26). The data was
encoded and inputted into the computer based on the five-point Likert scale. In order to
analyze the responses of the sample members to the study variables, the main axes
statements were examined. The arithmetic mean was used to determine the extent to
which the responses increased or decreased for each statement. This allowed for arranging
the statements based on the highest arithmetic mean. The standard deviation was also
considered to assess the deviation of the responses for each study variable and main axis
from their arithmetic mean. Additionally, a one-sample t-test was conducted to compare
the average of the paragraphs with the neutral average of three degrees. This was done to
test the research hypotheses.

Testing the research hypotheses:
In this section, the research hypotheses will be examined and evaluated in the
following manner:

Testing the first hypothesis:

The first hypothesis states the following: (Financial reporting helps in achieving
the economic dimension of sustainable development); the hypothesis can be assessed by
examining the paragraphs using the following table:

Table 3. Examination of the initial paragraphs of the hypothesis
Relative t.
Weight value

Paragraph average S.D

Financial reporting helps provide relevant information to
change consqution patte.zrns that waste biodiv?rsity. 4214 0511 %8428 6323
Furthermore, it aims to achieve long-term decreases in the

excessive utilization of energy and natural resources.

Financial reporting information adopts a development
model to achieve self-sufficiency, allowing regional 3.563  0.423 %71.26  5.045
cooperation and active trade among these countries

Financial reporting information improves living standards,
stimulating development and economic growth in the 3.778  0.498 %7556  4.227
country

Financial reporting helps in increasing economic well-being
by increasing the profits of economic units and consequently ~ 3.862  0.403 %77.24  5.672
their expansion, and then working to hire new labor

overall average 3.854 0459 77.85%  5.317

According to provided by the person doing the study
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The table above indicates that the paragraph (financial reporting helps in
providing appropriate information for changing consumption patterns that waste
biodiversity, and making continuous reductions in the levels of wasteful consumption of
energy and natural resources) has calculated the average (4.214) with (a standard
deviation) (0.511) and a (percentage) (84.28%) and the (t-value) (6.323), and the paragraph
(the financial reporting information adopts a developmental pattern to achieve self-
sufficiency, allowing regional cooperation and active trade among these countries) has
calculated the average (3.563) with (a standard deviation) (0.423) and a (percentage)
(71.26%) and the (t-value) (5.045), and that the paragraph (financial reporting information
improves living standards, which leads to the activation of development and economic
growth in the country) has calculated the average (3.778) with (a standard deviation)
(0.498) and a (percentage) (75.56%) And the value of t (4.227), either paragraph (financial
reporting helps in increasing economic well-being by increasing the profits of economic
units and hiring new laborers) got an arithmetic mean (3.862) with (a standard deviation)
(0.403) and a (percentage) (77.24%) and a value of t (5.672). Finally, the arithmetic mean of
all variables is reached (3.854) with standard deviation (0.459), percentage (77.85%), and
t-value (5.317), and thus the first hypothesis was proven.

Testing the second hypothesis:

The second hypothesis posits that financial reporting contributes to the
attainment of the social aspect of sustainable development. The paragraphs pertaining to
this hypothesis can be examined using the following table:

Table 4. Analysis of the paragraphs of the second hypothesis
Relative t.
Weight value

Paragraph average S.D

Financial reporting helps to provide appropriate information to
promote active development to help slow down the movement of
migration to cities and is concerned with taking special measures
that lead to a minimum environmental impact.

3.506 0456 %70.12 5.312

Financial reporting information works to provide basic services
such as shelter, clean water, sanitation, and support for social
infrastructure to ensure the right of citizenship to education, work,
training, and health care.

3.667 0.401 %73.34 5.088

Financial reporting helps with work equality in the sense of
providing equal opportunities for women to work and practice ~ 3.563  0.475 %71.26  4.268
various income-generating activities and their right to education

Financial reporting provides the necessary information to make

the economic unit questionable and accountable by all the bodies

in the community and to confirm the right of participation of 4.674 0534 %9348 5.562
individuals and bodies in making decisions regarding their life

affairs.

overall average 3.853 0.467 77.05%  5.058

According to provided by the person doing the study.
The chart above highlights that financial reporting plays a crucial role in

providing relevant information to support sustainable development and mitigate the
influx of migration to urban areas. It also emphasizes the importance of implementing
specific steps to minimize environmental impacts. Has calculated the average (3.506) with
(a standard deviation), (0.456), a percentage (70.12%) and a t-value (5.312), and the
paragraph (financial reporting information provides basic services such as shelter, clean
water, sanitation, social infrastructure support to ensure the right of citizenship to
education, work, training and health care) has I obtained an arithmetic mean (3.667) with
(a standard deviation) (0.401), a percentage (73.34%) and a t-value (5.088), and the
paragraph (financial reporting helps with work equality in the sense of providing equal
opportunities for women to work and practice various income-generating activities and

American Journal of Economics and Business Management 2024, 7(7), 34-44 https://globalresearchnetwork.us/index.php/ajebm



42

their right to education ) has calculated the average (3.563) with (a standard deviation)
(0.475), a percentage (71.26 percent) and a value of t (4.268), either a paragraph (financial
reporting provides the information necessary to make the economic unit questionable and
accountable by all existing bodies in society, and confirm the right to participation For
individuals and organizations In making decisions about their life affairs), it obtained an
arithmetic mean (4.674) with (a standard deviation) (0.534), a percentage (93.48) and a t-
value (5.562), and finally, the arithmetic mean for all the variables of this hypothesis
reached (3.853) with (a standard deviation) (0.467) and a (percentage) of percentage

(77.05%) and t value (5.058), thus the second hypothesis was proven.

Testing the third hypothesis:

The third hypothesis posits that financial reporting contributes to the attainment
of the environmental aspect of sustainable development. The paragraphs within this
hypothesis can be examined using the following table:

Table 5. Analysis of the third hypothesis paragraphs

Paragraph

avera Relative t.

ge 5D Weight  value

Financial reporting helps provide appropriate information for
the protection of natural resources, from protecting soil to
protecting land for trees and protecting fisheries and
agricultural land.

4562 0.429 %91.24 4.560

Financial reporting information aims to promote water
conservation by eliminating wasteful practices, enhancing the
efficiency of water systems, and increasing water quality.

3.987 0.432 %79.74 6.774

Financial reporting helps protect the climate from global
warming and does not risk changes that lead to the
destruction of the Earth's protective ozone layer as a result of
human actions.

4504 0.489 %90.08 5.097

Financial reporting helps reduce habitats for biological
species, limit the extinction of animal and plant species, and
preserve the Earth's richness and biodiversity for future
generations.

4.212  0.505 %84.24 4.449

overall average 4316 0.464 86.33% 5.220

According to provided by the person doing the study.

It is noted from the above table, that the paragraph (financial reporting helps in
providing appropriate information for the protection of natural resources by protecting
the soil to protecting the land allocated for trees and protecting fisheries and agricultural
lands) has calculated the average (4.562) with (a standard deviation) (0.429) and a
(percentage) ( 91.24%) and the (t-value) (4.560), and the paragraph (financial reporting
information works on preserving the water environment and water conservation by
putting an end to wasteful uses, improving the efficiency of water networks, and
improving water quality) has calculated the average (3.987) with (a standard deviation)
(0.432) A percentage (79.74%) and a t-value (6.774), and that the paragraph (financial
reporting helps in protecting the climate from global warming and not risking changes
that lead to the destruction of the Earth's protective ozone layer as a result of human
actions) has calculated the average (4.504) with (a standard deviation) (0.489) and a
(percentage) (90.08%) and a t-value (5.097), either a paragraph (the financial reporting
helps in reducing the refuges of biological species, limiting the extinction of animal and
plant species and preserving the richness of the earth and biodiversity for future
generations) I got an arithmetic mean (4.212) with a deviation With me Ari (0.505), a
percentage (84.24%) and a t-value (4.449), and finally, the arithmetic mean for all the
variables of this hypothesis reached (4.316) with (a standard deviation) (0.494), a
percentage (86.33%) and a t-value (5.220), and thus the hypothesis was proven The third.
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5. Conclusion

1. It is the process of presenting financial information in a timely manner, either
numerically or descriptively, in the financial statements or the margins, notes, and
additional tables. This is referred to as financial reporting. This ensures that the
financial statements are devoid of any false information and are suitable for users
from the outside.

2. The objective of financial reporting is to furnish current and prospective users with
financial information regarding the economic unit in a manner that is beneficial
for their decision-making.

3. Sustainable development is the deliberate effort to guarantee the long-term
availability of resources for the benefit of future generations while simultaneously
addressing the social and economic needs of present-day individuals and
effectively managing technological advancements. This is accomplished by
preserving and upholding a diverse range of environmental resources.

4. The economic, social, and environmental dimensions are the three critical
dimensions of sustainable development. These dimensions serve as critical
indicators for demonstrating the degree of environmental preservation.

5. By enhancing the indicators of the economic, social, and environmental
dimensions, financial reporting can assist in achieving the objectives of sustainable
development and environmental preservation.
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