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The ICAN Malaysia District Society organised the 3rd ICAN Malaysia International Conference on Accounting 

and Finance (ICAF-IMDS) Sintok, Kedah 2021, Malaysia.  

 

The ICAF IMDS 2021 theme is symbolic, dynamic, and paced with current issues and in the right direction every 

year.  The crux of this Conference, Kedah 2021, deals with the Economy and Business Resilience in the Pandemic 

Era: A Drive for Digital Transformation, which seems relevant to realities of the today's world. The Conferences 

begin with inspirational speakers, paper presentations and reviews on 24 and 25 March 2021 for professional 

accountants, non-accountants, accounting and finance researchers, writers, and publishers. 

 

The ICAF IMDS 2021 highlights considerable knowledge enhancing public speaking, debates, and research 

coaching clinics for participants, presenters, and students. An esteemed member of panellists served as the 

speakers, moderators, and reviewers for these activities. 

 

The Proceedings Editorial Board would like to appreciate all the guest speakers, participants, presenters, the 

President and Council of the Institute of Chartered Accountants of Nigeria (ICAN) established by an Act of 

Parliament No 15 of 1965, strategic partners (i.e., Association of Public Sector Accounting Educators (APSAE), 

Universitas Trilogi (UT.) Jakarta, Universitas Negeri Surabaya (UNESA) Surabaya, Universitas Terbuka (UTI), 

Universitas Pembangunan National Jawa Timur (UPN VJT) Surabaya, Universitas Bengkulu, and Universitas 

Mataram) and support team (speakers, reviewers, conference board members). Similarly, our profound 

appreciation to the sponsor, session chairs, presenters, reviewers, participants, the various Committees for their 

efforts and contributions towards making the Conference a successful one as it has been in the last three years.   

 

This year’s Conference replicates a productive event with experts and researchers encompassing the importance 

of accounting, technology, education, labour, safety and security, and other specialities concerning the Economy 

and Business Resilience in the Pandemic Era and the craving for Digital Transformation, judging from several 

papers presented and reviewed.   

 

We look forward to meeting you in ICAF-IMDS 2022 in Langkawi Island, Kedah, Malaysia. 

 

Thank you.  
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Abstract   

 

Corporate social responsibility (CSR) has attracted increasing attention in the last decades. Although some articles 

began to focus on the effects of chief executive officer (CEO) characteristics on CSR disclosure, they only 

examined one or two CEO characteristics. Using a sample of Chinese listed companies in A-share stock markets 

for the 2015-2019 period, this study broadens the CSR literature by selecting five CEO demography 

characteristics: political connection, age, gender, tenure, and education level to investigate the overall effects of 

CEO characteristics on CSR disclosure in the perspective of the signalling theory. To control the endogeneity 

problem between CEO demography characteristics and CSR disclosure, we reference previous studies' methods 

and use a fixed-effect model with one-year lagged CEO characteristics variables. This study shows that CEO 

political connection negatively affects CSR disclosure. Politically connected CEOs do not have incentives to 

invest more in CSR practice to pursue higher CSR scores. The result of this study endorses that female CEO 

negatively affect CSR disclosure. Female CEO may signal their ability the same as their male peers in managing 

firms by controlling the CSR investment, particularly in China where the gender culture is "Women can hold up 

half the sky." This study confirms the negative effect of CEO tenure and the positive effect of CEO age and 

education level. Finally, we verified that the CEO characteristics' signalling effect changes with the change of 

environment, suggesting that we need to consider the environment's influence when examining the relationship 

between CEO demography characteristics and CSR disclosure. Therefore, this study's results provide a new 

perspective in CSR research and suggest that it is regulatory authorities, companies as well as scholars that should 

take into careful consideration the different aspects of CEOs' characteristics when they conduct the following 

behaviour:  (a) when regulatory authorities are setting long-term benefit-oriented policy of CSR. (b) when 

companies are appointing CEOs or directors. (c) when scholars are doing their research on characteristics of 

CEOs. 

 

Keywords: CSR, CSR disclosure, CEO demography characteristics, the signalling theory 

 

 

1. INTRODUCTION  

 

The discussion and research of corporate social responsibility (CSR) have got widespread attention across 

academic arenas and mainstream businesses. Better CSR fulfilment makes us have a better and more sustainable 

world (Zhang, Oo, & Lim, 2019). For the CSR undertaker companies, better CSR practice and disclosure facilitate 

companies to receive goodwill, keep a good relationship with the government, improve their financial 

performance, better corporate governance and realize sustainable development (Borghesi et al., 2014). However, 

implementing CSR behaviour needs resources invested. Given the limitation of resources, it is crucial to trade-off 

CSR and other business activities. Therefore, it is vital to investigate CSR supporting determinants (Xu & Liu, 
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2020). Previous studies have examined many CSR determinants, such as stakeholder attribution, legislation and 

regulation, firm characteristics, and governance structures.  

 

Existing literature also reveals that executives are primarily accountable for CSR initiatives and play the core role 

in this regard (Waldman et al., 2006). As the company's key decision-maker, the CEO plays a vital role in 

implementing CSR practice (Battisti & Perry, 2011; Khan et al., 2020). Upper echelon theory suggests that CEO's 

demography characteristics have vital implications for company strategy and operations. It is not surprising that 

recently many articles examined the correlation between CEO characteristics and CSR (Velte, 2019). 

Unfortunately, the results of this existing literature are inconsistent. Therefore, Velte (2019) suggested that further 

research about CEO characteristics and CSR is necessary.  

 

Besides, CSR research is flourished in North America and Western Europe, but it is limited in emerging countries 

(Li, Khalili, & Cheng, 2019). There are significant differences in institutional elements between developed and 

developing countries, resulting in the difference in CSR components and CSR practice in different institutional 

backgrounds (Khan et al., 2020). China's unique culture and institutional background is a typical largest 

developing country. The government plays a vital role in the economy by controlling critical resources and 

allocating rights. The research on CSR disclosure determinants in China can enrich the CSR motivation literature 

(Xu & Liu, 2020).  

 

Given this reason, this study attempts to enrich the CSR literature by examining the relationship between CEO 

attributes and CSR disclosure in China's context. To achieve this purpose, this study filters the panel data from 

the firms that component of the Hushen 300 index for 2015 to 2019 and later investigates the effects of CEO 

demography characteristics on CSR disclosure in the perspective of signalling theory. 

 

This study shows that CEO political connection negatively correlates to CSR disclosure. CEOs with political ties 

signal that they have a close connection with the government and lack the motivation to disclose the high CSR 

disclosure.  CEO age positively affects CSR disclosure. Older CEOs are more likely to give back to society than 

their younger peers. Female CEO negatively affect CSR disclosure. This result converses with other articles' 

results, which conclude that females can improve companies' CSR practice (Huang, 2013). CEO tenure has a 

negative relationship with CSR disclosure. This result is similar to the results of the previous studies (Chen et al., 

2017; W. (Tina) Chen et al., 2019). CEOs with higher education levels tend to pursue high-quality CSR disclosure. 

The result provides evidence supporting the importance of higher education. Moreover, this study also verifies 

the change of signalling effect of CEO characteristics in different environments. 

 

Therefore, this paper's findings furnish the following contributions: First, this study establishes a new theoretical 

framework to examine the determinants of CSR disclosure from the signalling theory perspective. Second, the 

results of this study broaden the understanding of the determinants of CSR disclosure. Except for board diversity 

and firm characteristics (Muttakin et al., 2015; Rao & Tilt, 2016), companies' CEO characteristics are also an 

essential determinant of CSR activities. Third, although previous literature also involved the role of CEO 

characteristics in CSR research, these articles only focus on one or two characteristics, such as tenure and political 

connection. In contrast, this study explores the overall effect of CEO characteristics (political connection, age, 

gender, tenure, and education level) on CSR disclosure by controlling corporate governance and firm 

characteristics variables. Fourth, this study enriches the signalling theory literature by verifying the change of 

signalling effect of CEO characteristics in different environments. Therefore, this study suggests that regulators, 

corporations and researchers should consider the different aspects of CEOs' characteristics when they behave in a 

manner such as regulatory authorities are setting long-term benefit-oriented policies of CSR, companies are 

appointing CEOs or directors, and scholars are doing their research on characteristics of CEOs. 

 

2         LITERATURE REVIEW AND HYPOTHESES 

 

2.1  Signalling theory 

 

This study underpins signalling theory. Signalling theory is primarily concerned with reducing information 

asymmetry between two parties. Spence (1973) suggested that one party can reveal its underlying quality by using 

observable characteristics. He demonstrated how high-quality prospective workers separate themselves through 

the costly signal of rigorous higher education from low-quality prospects(Ireland, 2011). 

 

Signalling theory is frequently applied in the management research field (Ireland, 2011), where researchers have 

examined the signalling value of top management team (TMT) characteristics and board characteristics (Ireland, 

2011). Signalling theory also is vital in CSR research, where researchers examine the signalling effect of CSR. 
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High-quality CSR signals a better firm performance. CSR's signalling effect is more substantial in the market with 

low information diffusion (Su et al., 2014). Besides, stakeholders and investors may assess CEOs' ability by firms' 

financial and nonfinancial performance (Ali & Zhang, 2015). Thus, CEOs have strong incentives to signal their 

abilities by sound financial and nonfinancial performance (Su, Peng & Tan, 2014; Khan et al., 2020). This supports 

examining the effects of CEO characteristics on CSR disclosure. Besides, this signalling effect may change based 

on personal characteristics and environment (Ireland, 2011). Therefore, this study plans to investigate the 

signalling effect of CEO characteristics by examining the influence of CEO characteristics on CSR disclosure. 

This study also plans to examine the signalling effect of CEO characteristics in different environments. 

 

2.2  Corporate social responsibility (CSR) 

 

Regarding the concept of corporate social responsibility, prior scholars formed two methods. One verifies the 

content of social responsibility. Carroll's interpretation is a classic in this field. Social responsibility is divided 

into four categories:  Economic responsibility is the foundation, and other levels stipulate the legal, ethical and 

philanthropic responsibility. The other method provides a theoretical foundation for CSR. This method combines 

the stakeholder theory with CSR and provides a clearer concept and precise measurement method. 

 

Previous researchers regarded CSR as a signalling tool (Xu & Liu, 2020). They pointed out that CSR can 

positively affect firms' performance (Su, Peng &Tan, 2014). Lindgreen et al. (2009) suggested that CSR policies 

and practices are beneficial to customer satisfaction and employee morale by surveying managers in US 

organizations. The research of Mueller et al. (2012) and Kennedy et al. (2001) also supported this conclusion. 

 

Regarding CSR determinants, many papers researched the factors that may affect CSR disclosure/performance. 

CSR practices are affected by the pressure from a company's stakeholders, such as government, regulator, creditor, 

supplier, customer, competitor and community (Roberts,1992; Delmas & Toffel, 2004). The government 

legislation and regulations facilitate a company to conduct CSR practice (Grant,1997; Campbell, 2007; Li, Lin & 

Yang, 2016). 

 

2.3 CEO Demography Characteristics 

 

Upper echelon theory suggests that top managers make strategic decisions based on their interpretations. These 

interpretations are affected by their characteristics. The outcome of organizations is, in part, a reflection of 

managers' characteristics. As a company's strategy, CSR is also affected by the top executives' characteristics. 

CEO, a leader of top executives, plays an essential role in firms' strategy decisions. His characteristics significantly 

affect a firm's strategic behaviour (Huang, 2013; Saridakis, Angelidou & Woodside, 2020). This study focuses on 

five CEO demography characteristics: political connection, age, gender, tenure and education level critical in CSR 

research. The following discussion details the potential implication of CEO characteristics on CSR disclosure. 

 

2.3.1  CEO Political Connection 

The role of political connection on firms' activities, such as corporate financial behaviour, profitability, auditor 

selection and corporate governance, has attracted much researchers' attention. The political connection is seen as 

an instrument that facilitates companies to receive various crucial resources, such as lighter taxes, lower loan rates, 

higher reputation, and relaxed regulatory oversight, enabling companies to minimize risk and gain competitive 

advantage.  

 

Previous studies about the effects of political connections on companies ' financial behaviour are negative (Qian 

& Chen, 2020; Li, Lin &Yang, 2016). However, the impact of political connection on CSR disclosure is under-

explored and inconsistent with companies' financial behaviour. Some studies have found that political connection 

may promote firm fulfilment of CSR activities (Zhang, 2017; Dicko, Khemakhem & Zogning, 2020) because 

companies with political ties are subjected to higher government oversight and compliance pressure and are likely 

to utilize environmental disclosure to gain political legitimacy and promotion (Qian & Chen, 2020). 

 

Other researchers found the converse result, which verifies another side of the political connection that may help 

a firm escape CSR disclosure pressure (Muttakin, Mihret & Khan, 2018; Adomako & Nguyen, 2020). A company 

with political ties can reduce legal enforcement's risk because a good relationship with the government may enable 

them to obtain institutional support. Thus, its' managers do not have an incentive to implement any high-quality 

but costly CSR behaviour (Wang & Qian, 2011). In contrast, a company without a political connection fulfils 

CSR behaviour. It needs to build a good relationship with the government through transparency and higher-quality 

CSR disclosure (Wang & Qian, 2011). 
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Corporate CEOs, directors, and top managers are expected to have political backgrounds (Qian & Chen, 2020). 

As a county with a profound "guanxi" culture, companies with political connections can quickly gain favourable 

discretion in rule enforcement. It incentive them to ignore implementing CSR practice. 

  

However, an unprecedented anti-corruption campaign in 2013 strengthened and reinforced the rules on 

connections between companies and the government (Qian & Chen, 2020). It became more and more difficult for 

companies to obtain favourable discretion in rule enforcement by their political ties (Qian & Chen, 2020). It led 

to pressure for companies to comply with legitimacy. This potentially promotes a company to improve CSR 

disclosure.  

 

Therefore, it is interesting to examine the effects of political connection on CSR disclosure in the context of China 

with such significant regulatory changes (Qian & Chen, 2020). The first hypotheses of this paper are presented 

thus: 

 

H1: CEO's political connection significantly affects a company's CSR disclosure 

 

2.3.2    CEO Age 

Age is the typical demography characteristic of CEOs attracting attention in the management literature. Age 

signals the CEO's broad business experience. Fabrizi et al. (2014) examined a positive relationship between CEO 

age and CSR. However, Godos-Diez et al. (2011) did not find any correlation. From the angle of career concern, 

old CEOs are expected to invest in CSR activities because they may have less career pressure than their younger 

peer. Given this, we hope CEO age can positively affect CSR disclosure and form our second hypothesis. 

 

 H2: CEO's age positively and significantly affects a company's CSR disclosure 

 

2.3.3    CEO Gender 

Recently, many articles examined the relationship between board gender diversity and CSR. However, the 

research of CEO gender-CSR disclosure link is relatively low.  

 

Many previous studies evidenced this opinion that Female CEOs are more likely to focus on stakeholders' 

demands and pursue successful CSR behaviour (Agus & Rossi, 2018; Velte, 2019). However, other studies found 

evidence for the converse results (Slater & Dixon-Fowler, 2010). Therefore, it is difficult to determine the effects 

of CEO gender on CSR disclosure.  

 

Brody (1984) & Mohai (1992) suggested that the gender difference in ethical responses is not embodied in the 

generic social issues. Female CEOs may signal masculinity (such as courage and rigour) and show abilities for 

managing a firm via their observable activities, especially in China, where the gender culture changed from "Male 

superior to Female" to "gender equality" in these some decades. They may control CSR disclosure in signalling 

their abilities to reduce gender issues in the strategy-making process. Therefore, this study presents the following 

hypothesis: 

 

H3: CEO's gender negatively and significantly affects a company's CSR disclosure 

 

2.3.4    CEO Tenure 

CEO tenure attracted more attention in CSR research. Previous studies have found that CEO tenure has a 

significant implication in firms' CSR practice (Chen, Liao & Tsang, 2017). They found that CEOs are more active 

to focus on CSR strategy in their early tenure than late. Companies with shorter-tenured CEOs are more likely to 

conduct CSR investments than those with longer-tenured CEOs (Chen, Liao & Tsang, 2017; Chen, Zhou & Zhu, 

2019; Khan et al., 2020). However, other scholars, such as Thomas & Simerly (1994), found that CEOs' tenure 

positively affect firms' CSR performance (Huang, 2013). The existing literature does not draw a consistent 

conclusion about the effects of CEO tenure on CSR.   

 

The market evaluates CEOs based on observable indicators, such as financial and non-financial performance 

(Chen, Zhou & Zhu, 2019a). CSR is an important indicator that the market usually uses to assess CEOs' ability 

and value. From the angle of career concern, CEOs have more external and peer pressures in their early service 

year(W. (Tina) Chen et al., 2019; Khan et al., 2020). Thus, this study expects that CEOs' incentives in CSR 

investing become weaker with the length of their tenure and presents the following hypothesis:   

 

H4: CEO's tenure negatively and significantly affects a company's CSR disclosure 
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2.3.5    CEO Education Level 

CEO education also is related to CSR activities (Velte, 2019). The resource-based theory assumed that CEOs with 

higher education levels could obtain more resources than their counterparts. High education level CEO tends to 

fulfil CSR behaviour and report CSR information. Huang (2013) suggested CEO with MBA and MS degrees are 

positively associated with CSR performance. CEO educational specialization increases CSR performance.  

 

Recently, many universities have started to offer courses related to social responsibility. CEOs with higher 

education may separate themselves from university-educated counterparts by investing in CSR activities. 

Therefore, the following hypothesis is presented: 

 

H5: CEO's education level positively and significantly affects a company's CSR disclosure 

 

2.3.6  CEO’s Role Characteristics 

Moreover, the signalling environment is essential when applying signalling theory to research (Ireland, 2011). 

This study explains CEO characteristics' signalling effects in different ownership structure companies. State-

owned companies (SOEs) are regarded as a leading example and a vital monitoring tool in China. The government 

can extensively intervene in SOEs activities and can appoint CEO directly. Thus, the government can influence 

SOEs' management, fulfilling social responsibility (Khan et al., 2020). This study, therefore, plans to examine 

whether the role of CEO characteristics on CSR disclosure is different in SOEs and non-SOEs or not.  

 

Besides, previous studies proposed that dispersed corporate ownership heightens managers' pressure to conduct 

the CSR practice (Ullmann, 1985), which suggests that companies with the broader share dispersion are more 

likely to participate in more CSR practice and report more CSR information (Li, Lin & Yang, 2016). Therefore, 

we predict that the effects of CEO demography characteristics on CSR disclosure are different in ownership 

dispersion and ownership concentration companies. Based on the signalling theory, the study presents the 

following hypothesis: 

 

H6: The role of CEO characteristics on CSR disclosure changes when the signalling environment changes. 

 

3.        SAMPLE, KEY VARIABLES AND EMPIRICAL MODEL 

 

3.1     Sample 

 

We constructed our sample based on the most prominent companies from the Hushen 300 index during 2015-

2019. We only focused on the companies in the Hushen 300 index because the companies in this index are the 

most significant and typical. These companies can comprehensively reflect the overall performance of listed stock 

prices in China's A-share market1. Subsequently, we collected the information for the nonfinancial firms from the 

Wind database. As prior researchers have done, the sample includes the companies with all necessary information 

needed. After applying this filter method, the sample includes 865 observations for 173 firms. 

 

3.2     Measurement of CSR disclosure 

 

This study followed Giannarakis (2014) to use ESG disclosure to measure CSR disclosure. Syntao Green Finance 

began to publish ESG scores for Hushen 300 components companies in 2015. This ESG rating system covers 

three dimensions environmental, social and governance. Syntao Green Finance assigns strengths -best ratings 

coded A and the most inferior ratings coded D- to companies' ESG disclosure. 

 

3.3     CEO demography characteristics measure 

 

Following Hambrick and Mason (1984), this paper selects five CEO demographic characteristics: political 

connection, age, gender, tenure, and education level. CEO political connection (Policon) refers to a CEO who is 

a current or former officer of the government institution (Zhang, 2017). Political connection often is measured as 

a dummy variable (e.g., 1 if politically connected and 0 otherwise). However, this simplistic, dualistic model is 

criticized by Amara. As Yu and Zheng (2019) have done, this study measures political connection according to 

CEOs' administrative ranks. Under the Chinese administrative system, the administrative ranks are divided into 

five levels (national, provincial, city, township, and village). Therefore, the political connection is measured on a 

6-pointed scale based on government administrative rank (5 = national, 4 = provincial, 3 = city, 2 = township, 1 

 
1 This opinion is from China Securities Index Co., Ltd. The web of this corporation is http://www.csindex.com.cn/zh-

CN/indices/index-detail/000300. 

http://www.csindex.com.cn/zh-CN/indices/index-detail/000300
http://www.csindex.com.cn/zh-CN/indices/index-detail/000300
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= village, and 0 = no political experience). The high code means CEO has a high administrative rank. For example, 

code 5 score means a CEO works in the Chinese central national institution, such as the Chinese People's Political 

Consultative Conference.  

 

CEO age (Age) is measured by years, and CEO tenure (Tenure) is measured by months that a company's CEO 

stayed in that position. According to our sample, many CEOs get and leave the position in any month of a year. 

Thus, in this study, CEO tenure is measured by the month. CEO gender (Gender) is a dummy variable ( 1 = female 

and 0 = male), and CEO education level (EDU) is measured on a 5-pointed scale (4 = PhD degree and over, 3 = 

master, 2 = bachelor,1 = high school, and 0 = others) (Velte, 2019; Zhang, 2017). The bigger the code, the higher 

the education level. For example, code 4 represents the highest education level in this study. 

 

3.4     Control variables 

 

The control variables of this paper include governance mechanisms and firm characteristics. According to the 

previous studies, a company with better corporate governance tends to invest in CSR (Rao & Tilt, 2016). CEO 

duality (Duality) is measured by a binary variable that equals 1 when the CEO also serves as a chairman of the 

board. Board size (BS) is the number of directors on the board reported by the company's annual report. Board's 

female (BSFEMP) and independent directors (INDP) are measured by the per cent of female directors and 

independent directors on the board. Institutional owners (INSP) are measured by the per cent of institutional share 

on total share.  

  

We also controlled for firm size and profitability in our model. A company with a large size and better prospects 

tends to focus more on CSR because they have enough resources to invest in CSR (Shahab et al. 2018; 

McGuinness et al. 2017; Khan et al., 2020). The natural log of total share measures firm size (Firm size) and 

profitability is measured as return on equity asset (ROE). Appendix I lists all dependent, independent and control 

variables 

 

3.5    Model 

 

To test the effect of CEO demography characteristics on CSR disclosure, we set the following regression model: 

 

CSRit=α+ β1 Policoni,t-1 +β2 Agei,t-1 + β3 Genderi,t-1 + β4 TENUi,t-1 +β5 EDUi,t-1+β6governance_controlsi,t 

+β6firm_controlsi,t+ errori,t 

 

The sign i mean the ith firm, and t refers to the period. The errori,t refers to the classical error term, assumed to be 

independent and identically distributed.  

 

The data of this paper is a short panel data. Fixed and random effects model methods are more suitable than pooled 

ordinary least squares regression. Hausman test results show that the fixed-effects model is the most appropriate. 

However, the presence of autocorrelation and heteroscedasticity were confirmed in our model. We applied the 

fixed-effects regression with Driscoll-Kraay standard errors to solve autocorrelation and heteroscedasticity 

problems. Moreover, considering the endogeneity problem between CEO demography characteristics and CSR 

disclosure. Prior researchers pointed out that this method can get some control for endogeneity (Manita et al., 

2018; Cabeza-García, Fernández-Gago & Nieto, 2018). 

 

4.        DATA ANALYSIS 

 

4.1    Descriptive statistics 

 

Table 1 indicates the descriptive statistics, and Table 2 shows the correlation analysis. Because of the one-year 

lag for the independent variables, the final sample in this study consisted of 173 firms and 683 observations. The 

sample reduced 90 firms and 182 observations because not all the firms had information about CEO demography 

characteristics. 

 

Table 2 presents the results of the pairwise correlation matrix. Pearson (Spearman) correlations are shown below 

(above) the diagonal. The results of Pearson and Spearman correlations show no multicollinearity between 

variables because all variables' correlation coefficients are below 0.7 (Kervin, 1992). Moreover, we checked the 

multicollinearity between the explanatory variables by calculating the variance inflation factors (VIF). The highest 

VIF is institutional ownership (1.56), the mean VIF is 1.27. The analysis of VIF shows evidence of no 

multicollinearity (Kleinbaum, Kupper & Muller, 1998). 
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4.2    Regression models 

 

Table 3 lists the analyses of the multivariate regression. Model 1 considers the impact of CEO demography 

characteristics on CSR disclosure without control variables. Model 2 adds the control variables based on Model 

1. 
Table 1. Descriptive statistics. 

Variable Mean Std. Dev. Min Max 

ESG 4.0324 1.4130 1 6 

Policont-1 0.8526 1.7068 0 5 

Age t-1 51.2659 5.2722 32 69 

Gender t-1 0.0506 0.2193 0 1 

Tenure t-1 61.8656 52.4045 3 283 

EDU t-1 2.7931 1.3206 1 4 

Duality 0.2327 0.4338 0 3 

BS 9.1457 1.9987 5 15 

BSFEMP 10.8163 11.0005 0 33.3333 

INDP 38.5917 5.4673 33.3333 50 

INSP 60.1499 19.7263 19.8185 88.6965 

Firmsize 22.0207 0.9484 20.6508 23.852 

ROE 11.1639 7.5490 0.3485 26.5916 

Notes: The sample period ranges from 2015 to 2019. All continuous variables are winsorized at the 0.05% and 99.95% levels 

 

Table 2. Correlation matrix 

Variable ESG Policont-1 Age t-1 Gender t-1 Tenure t-1 EDU t-1 Duality BS BSFEMP INDP INSP  Firmsize ROE  

ESG 1.000 -0.048 -0.017 -0.021 0.006 0.076** 0.101*** -0.017 0.028 -0.127*** -0.169*** -0.190 0.026 

Policont-1 -0.067* 1.000 0.191*** 0.174*** 0.162*** 0.048 0.164 -0.011 0.008 0.155*** 0.005 0.004 0.040 

Age t-1 -0.014 0.192*** 1.000 0.030 0.133*** 0.012 0.009 -0.022 -0.149*** 0.136*** 0.217*** 0.195*** -0.152*** 

Gender t-1 -0.022 0.178*** 0.031 1.000 0.116*** 0.113*** 0.028 -0.171*** 0.240*** 0.084** 0.032 0.003 0.003*** 

Tenure t-1 -0.010 0.208*** 0.176*** 0.126*** 1.000 -0.057 0.303*** 0.303 0.094** -0.023 -0.248*** -0.141*** 0.143*** 

EDU t-1 0.082** 0.047 -0.015 0.116*** -0.027 1.000 0.032 -0.042 0.039 0.053 0.080** -0.060 0.021 

Duality 0.083** 0.193*** 0.047 0.026 0.312*** 0.032 1.000 -0.142*** 0.097*** 0.147*** -0.301*** -0.097*** 0.105*** 

BS -0.024 0.015 -0.018 -0.152*** -0.062 -0.052 -0.100*** 1.000 -0.053 -0.459*** 0.016 0.039 -0.116*** 

BSFEMP 0.023 0.023 -0.133*** 0.259*** 0.107*** 0.047 0.083** -0.051 1.000 -0.085** -0.210*** -0.198*** 0.092*** 

INDP -0.142*** 0.141*** 0.174*** 0.081** -0.059 0.035 0.139*** -0.438*** -0.091*** 1.000 0.200*** 0.208*** 0.021 

INSP -0.182*** -0.030 0.237*** 0.045 -0.321*** 0.063* -0.311*** 0.042 -0.190*** 0.168*** 1.000 0.339*** 0.043 

Firmsize -0.184*** 0.011 0.186*** -0.016 -0.170*** -0.070* -0.119*** 0.077** -0.214*** 0.222*** 0.331*** 1.000 -0.227*** 

ROE 0.029 0.048 -0.087** 0.127*** 0.163*** 0.046 0.125*** -0.134*** 0.103*** 0.015 0.027 -0.231*** 1.000 

Notes: Significance levels *p<0.1;**p<0.05;***p<0.01 
 

Table 3. Rregression analysis 

variables Model1 Model2 Model3 

(TOP=1) 

Model4 

(TOP=0) 

Model5 

(SOEs) 

Model6 

(Non-SOEs ) 

Policont-1 -.025(-1.74)* -.035(-2.15)** -.060(-2.82)*** .016(0.48) -.102(-5.43)*** .053(1.36) 

Age t-1 .043(9.62)*** .041(11.83)*** .055(3.09)*** .035(4.90)*** .043(10.93)*** .033(1.19) 

Gender t-1 -1.108(-3.69)*** -1.0923(-3.46)*** -.172(-0.24) -1.875(-25.47)*** -1.207(-3.70)*** -1.591(-4.02)*** 

Tenure t-1 -.002(-6.17)*** -.002(-3.18)*** -.001(-0.72) -.0035(-6.63)*** -.001(-1.40) -.002(-1.70)* 

EDU t-1 .077(7.09)*** .066(3.99)*** .144(3.94)*** .022(0.45) .067(10.04)*** .0900(5.86)*** 

Duality  .056(0.54) Yes Yes Yes Yes 

BS  -.030 (-2.89)*** Yes Yes Yes Yes 

BSFEMP  -.026(-3.98)*** Yes Yes Yes Yes 

INDP  -.010(-1.09) Yes Yes Yes Yes 

INSP  -.004(-0.48) Yes Yes Yes Yes 

Firm size  -.077(-0.32) Yes Yes Yes Yes 

ROE  .001(0.13) Yes Yes Yes Yes 

Year-fixed Yes Yes Yes Yes Yes Yes 

Constant 2.094(9.12)*** 5.049(1.00)*** 20.317(2.08)** -5.106(-1.27) -1.340(-0.29) 16.101(2.38)** 

Within- R2 .181 0.205 0.263 0.224 0.199 0.270 

                Notes: Significance levels *p<0.1;**p<0.05;***p<0.01. The parentheses in the right of the coefficient estimates show t-statistics. 

 

The results of the two Models show that CEO political connection, CEO gender, and CEO tenure have negative 

and statistically significant effects on CSR disclosure, indicating that CEO political connection, gender, and tenure 

are inversely correlated with CSR disclosure. Hypothesis 1, 3, and 4 are supported. CEO age and education level 

have a positive and statistically significant correlation with CSR disclosure, suggesting that old CEOs and higher 

diploma CEOs are likely to invest in CSR and provide high-quality CSR disclosure, evidence to hypotheses 2 and 

5.  

 

Models 3,4,5, and 6 are established to test hypothesis 6. Model 3 and Model4 investigate the change of signalling 

effects in the ownership concentration and ownership dispersion companies. We used the percentage of the largest 

stockholder to explain ownership concentration. The empirical results show that CEO characteristics' signalling 

effect is different in the different ownership concentration companies.  Hypothesis 6 is verified. 
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Models 5 and 6 investigate that the influence of CEO tenure on CSR practice is not statistically significant in 

SOEs. For non-SOE companies, the effects of the CEO's political connection on CSR practices are not statistically 

significant. The signalling effect of CEO characteristics changes with the change of characteristics of companies. 

These results verify hypothesis 6, too.  

 

Finally, regarding the control variables, both board size and the women in the board negatively affect CSR 

disclosure. Other control variables, in this case, show no significant influence on CSR disclosure. 

 

4.3    Robustness tests 

 

We replace ROE with ROA as the proxy of probability to check the effects of CEO characteristics on CSR 

disclosure. The results show the same conclusions as to the above discussion. We also reduced the CEO duality 

variable in the models. The results verify the robustness of result. 

 

5.        DISCUSSION AND CONCLUSION 

 

This study empirically scrutinizes the effect of CEO characteristics on CSR disclosure by examining the data 

collected from the companies in Hushen 300 indexes for the 2015-2019 periods to figure out the better policy 

making for long-term benefits CSR. 

 

This study's results follow previous studies in supporting that CEO tenure negatively affects CSR disclosure and 

old CEOs like to invest in CSR behaviour, consequently, high-quality CSR disclosure (Chen, Zhou & Zhu, 2019; 

Choi, Kim & Lee, 2019; Velte, 2019). The results also find that CEO with higher education level is willing to 

disclose CSR information, supporting the notion that higher education can improve the CEO's cognition about 

CSR. In line with the prior study by Fabrizi et al. (2014), there is a positive relationship between CEO age and 

CSR. That means old CEOs are expected to invest in CSR activities because they may have less career pressure 

than their younger peer. 

 

However, results reveal that CEO political connection negatively correlates with CSR disclosure because CEO 

with political ties signals a good relationship with the government and enables it to gain critical resources and 

elude stakeholder pressures, consequently reducing CSR disclosure. The higher the administrative rank of CEOs, 

the greater the resources they can access. The greater the resources CEOs can access, the more significant benefits 

they can bring to the firm (Yu & Zheng, 2019). Politically connected CEOs do not need to obtain the critical 

resources controlled by the government via signalling higher CSR performance. Therefore, they do not have 

incentives to invest more in CSR practice to pursue higher CSR scores. 

 

Regarding the effects of CEO gender, the study concludes the converse result with many previous studies. This 

study's result shows that female CEO negatively affect CSR disclosure. The gender difference between males and 

females is not significant, which supports the evidence provided by (Davidson & Freudenburg, 1996). Female 

CEO may signal their ability the same as their male peers in managing firms by controlling the CSR investment, 

particularly in China where the gender culture is "Women can hold up half the sky." 

 

Therefore, this study's results provide a new perspective in CSR research and suggest that it is regulators, 

companies and scholars that should take into careful consideration the different aspects of CEOs' characteristics 

when they conduct the following behaviour:  (a) when regulatory authorities are setting long-term benefit-oriented 

policy of CSR; (b) when companies are appointing CEOs or directors; (c) when scholars are doing their research 

on characteristics of CEOs. 

 

Moreover, we tested the impact of the environment on the signalling effect of the CEO characteristics. Our results 

show that the CEO characteristics' signalling effect changes with the change of environment, suggesting that we 

need to consider the environment's influence when examining the relationship between CEO characteristics and 

CSR disclosure. 

 

This study's limitations include that: first, this study only focuses on the most prominent companies, and future 

studies can examine this issue in medium-small sized companies. Second, this study uses the ESG score as a proxy 

for CSR disclosure and does not consider CSR disclosure's sub-dimensions. Future studies could overcome this 

limitation in CSR disclosure research. 
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Appendix I: Acronym and measurement of variables 

Variable type Acronym Variable name Measurement 

Dependent variable ESG CSR disclosure ESG Score published by SynTao Green Finance 

Independent variable Policon Political connection CEO political connection is measured on a 6-pointed scale 

based on government institutional rank (5=national, 

4=provincial, 3=city, 2= township, 1=village, and 0=no 

political experience ) 

Age CEO age CEO age is measured by year 

Moderating variable Tenure CEO tenure CEO tenure(Tenure) is measured by months 

 Gender CEO gender A dummy variable ( 1=female and 0=male) 

 

Edu CEO education level CEO education level is measured on a 5-pointed scale 

(4=PHD degree and over, 3=master, 2=bachelor,1= high 

school, and 0= others) 

Control variables Duality CEO duality CEO duality (Duality) is measured by a binary variable that 

equals one when the CEO also serves as a chairman of the 

board. 

BS Board size Total members on the board 

BSFEMP  Board's female percentage The percentage of female directors in the board of directors 

INDP Board independence The per cent of independent directors on the board 

INSP Institutional ownership The per cent of institutional share on total share. 

 Firmsize Firm size The natural log of the total share 

 ROE Profitability  Return on equity asset 
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Abstract   

 

This paper aims to investigate the effect of competitive strategy on the profitability of manufacturing companies 

in Nigeria. Using thirty-four (34) sampled manufacturing companies listed on the Nigeria Stock Exchange for the 

period 2009-2018, the study extracted data from the annual reports of the sampled companies using content 

analysis. The empirical analysis using correlation and regression analysis shows that competitive strategies 

positively and significantly affect the return on assets and net profit margin but do not significantly influence 

earnings per share. The findings of this research paper add to the ongoing discussion on the firm competitiveness 

and profitability with implications for manufacturing companies that desire to remain relevant and thrive in the 

current time.  

 

Keywords: Competitive strategy, Profitability, Return on Assets, Net Profit Margin 

 

 

1. INTRODUCTION  

 

Profitability plays a crucial role in developing, implementing and monitoring an organisational strategic plan. It 

allows shareholders and managers to evaluate whether organisational goals and objectives have been achieved for 

a specific period (Luliya, Sununta, Yuosie & Chotcai, 2013) and assist in monitoring the level of the company's 

achievement and market changes. However, firms' environment influences either positively or negatively the 

firm's operation depending on the nature of the business (Luliya et al., 2013). Invariably, an organisation's internal 

and external environments are critical for profit generation (Tunson, 2016). Among the environmental factors is 

the competitive environment, which remains an important consideration if an organisation want to be relevant and 

compete favourably with other organisations in the industry and generate profit. In this sense, the organisation 

will have to devise and deploy its competitive strategy in response to the environmental need (Luliya et al., 2013). 

 

Competitive strategy deals with having a unique thing or principles that differentiate the organisation from others 

(Porter, 1980). Doreen and Robert (2017) also opined that competitive strategy entails performing activities 

differently or performing actions that are different from competitors to deliver a unique combination of value. 

Thompson and Strickland (2010) posit that competitive strategy deals with management plans to compete in a 

particular industry and provide superior and unmatched value to customers. Furthermore, the primary role for 

developing a competitive strategy is how to cope with the competitors and relate a firm to its external and internal 

environment (Ibrahim & Judith, 2020).  

 

This paper argues that competitive strategies can help a firm achieve its competitive advantage only if it is 

consistently applied with appropriate strategic tools to improve profitability. Porter (1980) argues that 

organisations that do not embrace competitive strategies, for instance, will have fewer sales, leading to low 

profitability. Therefore, most organisations have to put strenuous efforts into creating Competitive Strategic 
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activities to improve their organisational long and short term financial values. In reality, however, many firms, 

especially the manufacturing companies in Nigeria, face the difficulty of developing and managing their strategic 

plan regarding advertisement, product branding and packaging, market analysis, pricing techniques and creating 

an effective distribution network. Their inability to formulate and implement appropriate strategies to make a 

difference, fulfil the role of a low-cost industry provider, develop skills, and create an advantage for their 

companies, leading to higher profitability, forced many manufacturing companies into liquidation. A firm's 

competitive forces partly determine the choice of competitive strategies. 

 

Interestingly, many empirical studies on competitive strategy and performance; however, the results are mixed 

and inconclusive and consider different performance measures. For instance, Awino (2011) studied challenges 

facing the implementation of differentiation strategies at the Keroche limited, while Marshall (2009) studied the 

strategic responses of breweries companies in Kenya in changing environmental conditions. None of the 

mentioned studies investigates the effect of competitive strategies on organisations' profitability in manufacturing 

companies.  

 

Accordingly, this study seeks to address this gap by evaluating the relationship between competitive strategy and 

profitability of manufacturing firms by answering the questions; how do competitive strategies influence the 

profitability of manufacturing firms in Nigeria? To achieve the primary purpose of this study, expressly, the study 

set out to examine the effects of competitive strategy on return on assets, net profit margin and earnings per share. 

This study adds to the existing studies by examining the impact of the competitive process on firms' profitability, 

using three measures of profitability (return on assets, net profit margin and earnings per shares). Employing the 

three measures will enable firms to determine which measure significantly influences competitive strategies to 

increase their profitability.  

 

2.       LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

 

2.1 Literature review 

 

According to Irwin (1991), the survival of organisations is only possible through a systematic analysis of the 

problems they face and mapping out appropriate strategies for overcoming them through a proper understanding 

of the business environment.  For instance, Nigeria's prevailing pandemic and social and economic unrest 

occasioned by the End SARS protest constitute a severe environmental threat to the business operation, requiring 

business owners to take a pre-planned strategy to confront the danger. Competitive strategy deals with having a 

unique thing or principles that differentiate individuals from others (Doreen & Robert, 2017). Porter (1996) argues 

that the competitive strategy is "about being different" by deliberately choosing a different set of activities to 

deliver a unique mix of value." Further, Porter argues that competitive strategy is about having a competitive 

position, differentiating yourself in the customer's eyes, and adding value through initiating activities different 

from those used by competitors (Porter 1980).  

 

In the view of Tunson (2016), competitive strategy deals with organising plans in other to compete in a particular 

industry, provide superior value to customers and increase organisational profitability. The competitive strategy 

entails performing different activities from competitors to deliver a unique combination of value and increased 

profitability (Tunson, 2016).  To develop a competitive plan, the external and internal environment is crucial 

(Doreen & Robert, 2017). Organisation survival in unfavourable environmental conditions hinges on adopting a 

competitive strategy that utilises its strengths to exploit opportunities while avoiding its weaknesses 

(Akhamiokhor, 2017). Business managers need to be mindful of any change in their environment to meet 

environmental dynamics and employ competitive strategies to identify business opportunities, be creative, 

visionary, risk-taking, courageous and sensitive to changes in the competitive business environment. 

 

The survival-based theory, also known as the "survival of the fittest theory developed by Herbert Spencer (Miesing 

& Preble, 1985), emphasised that only the best and the most appropriate of competitors will win based on the 

principles of nature, which at the end would lead to the improvement of the social community as a whole through 

the advancement of profitability. It also deals with adopting new strategies by organisations to avoid being 

frightened by competitors of all kinds (Gibcus, 2003). As applies in management studies, the survival-based theory 

proposed that for an organisation to survive, the organisation has to deploy strategies focused on running very 

efficient operations that can respond rapidly to the changes in the business environment (Khairuddin, 2005). 

Therefore, it will connote that the organisation that survives is the one that is the fittest and able to adapt to the 

environment. 
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2.2  Hypothesis Development  

 

Many studies are available globally and locally on competitive strategies. However, they have yielded mixed and 

inconclusive results, creating a gap for researchers to fill. For instance, Mutunga and Minja (2014), in a study of 

the competitive strategy adopted by beverage companies in Kenya, reports that 56 per cent of the firms accepted 

paired strategy of cost leadership and differentiation simultaneously, and 24.9 per cent were on cost leadership 

while 18.8 per cent were exclusively using differentiation. Cheng et al. (2010) and Saari (2011) indicated that 

performance in business measured by sales growth, sales, gross profit and net profit is an indicator of success over 

time. Cheah et al. (2007) document that competitive performance measured by business volume consists of sales 

and profit. Okumus (2001) investigates competitive strategies' role in organisational development and strategy 

implementation framework. The study only focused on strategy formulation and its links with organisational 

outcomes with little attention to the generic and Ansoff competitive strategies considered in this study (Doreen & 

Robert, 2017). From the literature study so far, the researcher discovers no research conducted on the competitive 

strategy and profitability of manufacturing firms in Nigeria. These lead to the development of this hypothesis.  

 

H1:   There is no significant relationship between Competitive Strategies and profitability in a manufacturing 

firm in Nigerian. 

 

3.  METHODOLOGY 

 

This study aims to establish any significant relationship between Competitive Strategies and profitability in 

Nigeria manufacturing companies for ten years using ex-port facto research design. The study adopted purposive 

sampling techniques for sample size, which resulted in thirty-four (34) manufacturing firms from the fifty-two 

listed at the Nigeria Stock Exchange as of June 2018.  

 
Figure 1: Conceptual framework depicting the relationship between the IVs and the DV 

     

 

 

 

 

 

 

 

 

 

 

 

 

 

3.1 Dependent variables 

 

3.1.1 Return on Assets (ROA)  

One of the widely used profitability measures in literature is the ROA (Weir & Laing, 2004). It provides the basis 

on which investors can measure the earnings generated by the organisation from its investment in assets, and it 

indicates the amount earned on each naira work of investment. This study calculates ROA as follows: 

 

ROA   =  Annual net income           X    100 

Average total assets 

3.1.2 Net profit margin 

Net profit margin is a financial ratio a company produce from its total revenue. It further measures the net profit 

a company obtains per naira of revenue gained (Denial & Ambross, 2015). Net profit margin equals net profit (net 

income) divided by total revenue expressed as a percentage (Husna and Desiyanrti 2016).  Daniel and Ambross 

(2015) also define it as a company's ability to profit.  

 

NPM  =  Net Profit  

                  Total assets      * 100 

 

 

 

Return on 

assets 

 

Competitive 

strategy 

Net profit 
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3.1.3         Earnings Per Shares (EPS) 

Studies used Earnings per share (EPS) or price/earnings (P/E) ratios as the measure of accounting returns (Bragdon 

& Marlin, 1972). The earnings per share ratio (EPS ratio) measure the amount of a firms' net income that is 

rightly available for payment to the shareholders of its common stock 

 

EPS  =  Income after tax - Dividend payment 

    The average number of common shares outstanding for the period 

 

3.1.4 Company size (COMSIZE)  

According to Olusegun (2012), a control variable is a qualitative or quantitative variable that affects the 

relationship's direction and/or strength between an independent or predictor variable and a dependent or criterion 

variable. It can adversely affect the relationship between the independent variable and dependent variable because 

of its ability to cause the researcher to analyse the results incorrectly. This study used company size as a control 

variable, and the proxy is the logarithm of the total assets of each sampled firm. Because size has been suggested 

in previous studies as total asset (Ullman, 1985; McWilliams & Siegel, 2000) to affect both a firm’s profitability 

and CES, it is used as a control variable. 

 

3.2 Independent variables  

 

3.2.1 Competitive strategy 

The competitive strategy entails positioning an organisation in its competitive environment and giving a firm a 

competitive edge over its rival (Porter, 1980). The business owner should always consider challenging situations 

and meet them with pre-planned competitive strategies (Nzelibe, 1996). For a company to survive in unfavourable 

environmental conditions, it should adopt a competitive strategy that utilises its strengths to exploit opportunities 

while avoiding its weaknesses (Akhamiokhor, 2017). Competitive strategy is measured using the value allocated 

to advertisement and promotion in the annual report and financial statement. Advertisement and promotion are 

good ways of bursting profitability if a proper strategy is adopted. 

 

4. PRESENTATION OF RESULTS  

 

4.1 Descriptive statistics 

 

Table 1 shows that the total number of observations is 340. Competitive strategy (COS) has a mean of 664732424, 

implying that most companies have policies developed for competitive advantage over other organisations. COS 

values range from -67000000 to 8822261000. The mean R0A is approximately 0.368, which implies the average 

profit made by the sampled manufacturing companies during the periods of the study, while the majority made 

losses.  The minimum value of -18.721 represents a maximum loss of ₦18,720,000 with a maximum value of 

profit of ₦27,320,000. Also, the average value of NPM is 1384862, which means that the level of dispersion of 

the net profit margin of the sampled population is high. Also, the NPM has the minimum value - N83774000.0 

and a maximum value of N361066000.0, representing the organisation's loss and gain. Furthermore, the mean, 

minimum and maximum variables of earning per share are 147.0827,   603.49185,   -616.00   and 361066000.0, 

respectively.  The data used are logged data. 

 
Table 1: Descriptive Statistics 

 N Minimum Maximum Mean 

COS 340  -

67000000 

8,822,261,000 664,732,424 

ROA 340 -18.72 27.32 0.368 

NPM 340 -

83,774,000 

361,066,000 1,384,862 

EPS 340 -616.00 9500.00 147.0827 

COMSIZEd 340 7.30 11.00 9.8391 

Valid N (listwise) 340    

                        

4.2 Correlation analysis  

 

The results of spearman’s correlation in Table 2 below indicate a correlation between return on assets, company 

size and net profit margin with competitive strategy in manufacturing companies in Nigeria. The correlation 

between ROA, NPM and COMSIZE with COS has a coefficient of 0.146**, 0.129**, and 0.133**, which is 

highly significant consistent with Doreen and Robort (2017) in Kenya and Moses and Henson (2015) in India.  
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Table 2: Pearson Correlation 

Variables COS ROA NPM EPS FSIZE 

COS 

ROA 

1.000 

.146** 

 

1.000 

   

NPM .129** .400** 1.000   

EPS .007 .497** .295** 1.000  

FSIZE .133** .033 .133** .320** 1.000 

 
4.3 Regression Analysis 

 

From Table 3 of the regression analysis below, the prob>chi2 value of the regression is 0.0423, which shows a 

statistically element of the relationship between competitive strategy and profitability in selected manufacturing 

companies in Nigeria as it is associated with Wald-chi2 statistic value of 13.05, which is positive between the 

range of 0 + 1. This shows that the model is fit to explain the changes in the dependent variable due to changes in 

independent variables. It also shows that variables move in perfect tender and the same direction because at 0, no 

relationship exists, at -1 to 0 is at perfect tender but moving in the opposite direction. Table 3 also shows the 

random effect regression model with a Rho value of 0.4533 indicating that the variation in the independent 

variables explains about 5% of the variation in the dependent variable. This indicates that simultaneously, the 

explanatory variables are significantly associated with the dependent variables but very low at 5%.  

 

More so, the review of the regression analysis results as presented in table 3 indicated consistent with our prior 

expectation. A significant positive relationship exists between profitability and competitive strategy of 

manufacturing firms in Nigerian but very weak strong. Table 3 shows the standard error, which is an estimate of 

the standard deviation of the coefficient. It can be thought of as a measure of the precision the regression 

coefficient is measured. If a coefficient is significant compared to its standard error result, it is probably a tiny 

difference from zero. A prediction equation is helpful if the independent variable, corporate strategy, correlates 

with the dependent variable measure of profitability. This has been shown in Table 2 above that Competitive 

Strategy. Returns on assets and net profit margin are significantly correlated to competitive strategy and FSIZE 

of the organisation with a z- value of -0.83, 2.35 and -2.16, respectively. The coefficient of the random correlation 

table also shows a p-value of 0.044, 0.019 and 0.031. 

 

As for EPS with competitive strategy, 0.070 shows that on individual variables analysed, EPS with COS are not 

fit to explain the changes independent variable due to a change in independent variables. 

 
Table 3: Parameter Estimates of the Effect of Competitive Strategy on Performance 

 

 

Independent Variable 

Dependent Variable: Ln Leverage 

 

Coefficient 

 

Robust  

Standard Error 

 

Z 

 

Probability Value 

 

95% Confidence Interval] 

Return On Assets -0.3306 0.1567 -0.83 0.044 -0.4377 0.1764 

Net Profit Margin 0.1507 0.0641 2.35 0.019 0.0250 0.2763 

Earnings Per Share 0.4128 0.2275 1.81 0.070 -0.0331 0.8587 

 Comsize -0.3239 0.1502 -2.16 0.031 -0.6182 -0.0296 

Constant  7.4215 3.7291 1.99 0.047 0.1127 14.7303 

Wald Chi2 Statistic 13.05 

Prob >Chi2 0.0423 

Rho 0.4533 

Source: Computations using Study Data (2021). A significant level of 0.01 and 0.05 

 
5 CONCLUSION 

 

This study investigates the relationship between competitive strategy and profitability of manufacturing 

companies in Nigeria for ten years (2009-2018). Sequence to the hypothesis testing, data were analysed using 

descriptive and regression analysis. The findings of this study reveal a significant relationship between ROA NPM 

with the competitive strategy of manufacturing firms in Nigeria.  Also, company size is positively significant 

correlated with corporate strategy. This shows that organisations have to adopt a variety of competitive strategies 

in order to increase their profitability. In contrast, earnings per share are positive but not correlated. This leads to 

the conclusion that the null hypothesis should be rejected in the case of ROA and NPM but accepted in the case 

of earnings per share. 
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Abstract   

 

Concerns over the environmental impact of human engagement in business have brought about the need for 

environmental disclosure in organisations' annual reports.  This study investigates the extent, nature, validity and 

authenticity of the environmental disclosure in corporate annual reports of telecommunications companies in 

Nigeria.  It specifically examines the relationship between environmental disclosure and several stakeholder 

attributes.  A disclosure index is developed and used to measure the extent of disclosure made in the annual 

statements using content analysis. Semi-structured interviews and observations are also utilised to corroborate 

findings in the annual reports.  The result will be analysed to show the existence or otherwise of environmental 

disclosure in the telecommunications companies, the nature of disclosure and the validity of disclosed contents. 

The study will be reporting the extent of the relationship between environmental disclosure and specific 

stakeholder characteristics, including stakeholder awareness, stakeholder community, regulatory sanctions, multi-

nationality, stakeholder perceptions and verification of the extent to which disclosed information tallies realities 

on the ground.  The study will test for greenwashing in the annual accounts.  This research on disclosing the 

environmental effects of carrying out business will produce market benefit, environmental improvement, 

regulatory and policy changes, and improved accounting standards concerning environmental disclosure. 

Companies with low-level performance will be compelled to disclose environmental information. 

 

Keywords: Environmental Disclosure, Greenwashing, Telecommunications Companies, Annual Report, 

Disclosure Index. 

 

 

1. INTRODUCTION  

 

Economic activities are undertaken principally to generate profits for the investor. However, such activities also 

bring about social and environmental effects.  These, in turn, affect the human quality of life, health, subsistence, 

and that of the ecosystem, its living organisms, their habitats, and their interactions.  They further generate 

sustainability issues by impacting organisational, economic, financial, environmental, and social performance. 

Environmental disclosure relays such information on the environmental effects of organisational activities to 

ensure environmental accountability. 

 

Environmental issues are increasingly facing world concerns (Boutros-Ghali, 1992; Gray, Adams, & Owen, 

2014). Over the years, environmental problems have developed because of human activity, interference, or 

mistreatment of the planet.  A good example is an outright mistrust leading to the controversial conspiracy theory 

attributing the emergence of the coronavirus to the 5G Global System for Mobile Communications (GSM) 

network.    These issues now occupy a crucial central place in the future well-being of both the business and its 

stakeholders, such that moral, economic, regulatory and legal pressures amongst others are constraining 
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organisations to make an increasingly detailed assessment and disclosure of their environmental impact in 

an attempt to re-position themselves as the terms of the relationship between businesses and society come 

under increasing surveillance (Gray, Collison & Bebbington, 1997). It is no longer enough to create benefits for 

investors while ignoring or compromising the ability of future generations to achieve the same, thereby creating 

sustainability issues. Additionally, traditional accounting reporting models do not sufficiently account for the 

environmental impacts of carrying out business, thereby necessitating the need for sustainability reporting and the 

adoption of environmental accounting to mitigate this.  Environmental accounting or green accounting measures 

the effect on the natural environment. At the same time, disclosure is the reporting of these effects to the public. 

 

Telecommunications companies provide the Global wireless System for Mobile Communication (GSM), the 

transmitting and receiving voice and data over the air interface of the GSM system.  Communication of the GSM 

architecture is either through radiofrequency (air interface) or antennas and cables, which are usually hung on 

towers and masts and require electricity to power the equipment in the Base Station (power generating sets or 

other means of power generation) and air conditioners to keep the equipment under a specific temperature 

(Olanrewaju, 2016). The Telecom systems use radio frequencies and microwaves, which negatively affect the 

environment. The classification of electromagnetic fields (EMF) radiofrequency (RF) as a possible cause of cancer 

to human beings by the International Agency for Research on Cancer (IARC) in May 2011 lends credence to 

concerns about radiation causing health risks.  These statistics call for an urgent look at telecommunications 

companies' environmental practices and disclosure policies to examine the extent and quality of environmental 

disclosure. 

 

As of 2019, Nigeria's four major GSM operators had collectively grown the telecom subscriber base from 269.7 

million with over 184 million active lines (NCC 2020). The rapid growth in subscriber base necessitated an 

increased deployment of base transceiver stations (BTS)from less than 80 in 2001 to about 56,000 in December 

2018, with the microwave radio in kilometres deployed standing at 334,314km links as of December 2018. (NCC, 

2019).  Adepetun (2016) quoted statista.com, a statistic portal saying that the number of smart phone users is 

estimated at 15.5 million as of 2016 and was estimated to grow to 23.3 million by 2019. The 2015 profiling of 

countries ranked Nigeria 17th, with 23.1 million smartphones projected to increase to 34 million by 2018.  

 

A look around at the number of masts strewn all over the country (56,000 base stations as of 2018(NCC,2020)) 

and their proximity to human activities is a worrisome indicator of environmental malaise in the industry.  The 

sudden, alarming rise of several cancer cases, which is linked to radiation in the country, 102,100 new cases and 

about 80,000 deaths per year as at the 2012 cancer index reported by the Nigerian Cancer Organisations Resources 

and corroborated by the World Health Organisation (WHO), the alteration of the earth and aquatic habitation, 

obstruction and alteration of vision, hazardous materials and waste, emission of electromagnetic fields, air and 

noise pollution, and occupational health and safety have also been attributed to the negative effects of radiation 

from telecommunications instalments.  Substantial scientific data have established the negative effects of such 

radiation. (Communications Workers of America [CWA] Health and Safety Fact Sheet, 2017). Radiation has been 

linked in several types of research to brain tumours, depression, miscarriage, Alzheimer’s, and other deadly 

diseases and illnesses.  Children are considered the highest risk age group due to their vulnerability before and 

after birth (Idowu, 2017).   

 

This study mainly examines how corporate environmental disclosure is influenced and affected by stakeholders 

in the telecommunications industry.  Based on stakeholder and legitimacy theories which assert the influence of 

stakeholders on organisations, this study reviews the effects of stakeholders’ awareness of the existence of 

environmental hazards on the extent of environmental disclosure, whether community engagements that bring 

about participation in environmental activities or regulatory sanctions on defaulting organisations or company 

multi-nationality and stakeholder perceptions of the effects of disclosed information all affect the extent of 

environmental disclosure.  The study is carried out to make recommendations on how these constructs can be 

collated and harnessed to influence and motivate environmental disclosure, improve environmental practices and 

disclosure policies for the organisation and the nation, bring about harmonisation of disclosure standards and 

achieve sustainability at a corporate organisational level and a macro national and world level.  

 

Worldwide attention to environmental accountability includes the Global Reporting Initiative (GRI), founded in 

1997 to assist organisations and governments analyse and communicating impacts on environmental and other 

such issues.  There have also been policy changes in reporting this problem, including the European Directive on 

non-financial disclosure (2014/95/EU), the standards issued by the American Sustainability Accounting Standard 

Board (SASB), the G4 guidelines issued by the Global Sustainability Standard Board (GSSB), and the framework 

of the International Integrated Reporting Council (IIRC).  These buttress the importance of including 

environmental information in the reporting of an organisation's business activities.  
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Several mechanisms have been put in place to monitor and regulate related activities in Nigeria.  Laws and 

regulations were established to provide for the protection of the environment generally and specifically. These 

include Nigeria Communication Act 2003, National Environmental Standard and Regulations Enforcement 

Agency (Establishment) Act 2007, Environmental Impact Assessment Act1992, Electrical Power Reform 

Act2005, Nigeria Airspace Management Agency (Establishment) Act1999, Nigeria civil aviation authority 

(establishment) act1999, Factories Act1987, and Nuclear Safety and Radiation Protection Act1995. Agencies 

were also set up to ensure compliance to above regulations, including the Nigerian Communications Commission 

(NCC), Federal Environmental Protection Agency (FEPA), the National Environmental Standards and 

Regulations Enforcement Agency (NESREA), the Federal Ministry of Environment, the National Bio-safety 

Management Agency (NBMA), National Spill Detection and Response Agency (NOSDRA) and other states 

Environmental Protection Agencies (EPA).  

 

Despite the laws and regulatory bodies monitoring non-compliance, threatening health hazards of 

telecommunications installations and the possibility of default in compliance have necessitated an investigation 

into disclosure and its implications.  Moreover, due to the worrisome phenomenon of greenwashing, a process of 

conveying false or misleading information to show that an organization’s products or operations are 

environmentally friendly, and in the face of accusations of conspiracy to hide harmful effects of electromagnetic 

waves such as the 5G related to telecoms transmission, it is necessary to substantiate the disclosed information 

against observed reality. 

 

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT  

 

2.1  Literature Review 

 

The disclosure provides information that otherwise may not be known, bringing about transparency.  Evans 2003, 

in Suwardjono (2005) interpreted disclosure in accounting to mean providing information in the financial 

statement, including the statements themselves, the notes to the statement, and additional disclosures associated 

with the statement. This exempts public or private statements made by management or information provided 

outside the financial report.  The disclosure also means providing information beyond what is communicable in 

the formal financial statement. This closely aligns with the Financial Accounting Standards Board (FASB) idea 

in its conceptual framework (SFAC No. 1, PRG. 5, in Suwardjono, 2005).  Suwardjono (2005) also established 

disclosure’s target to include the Protection Target to ensure transparency and disclose information that ordinarily 

cannot be obtained or processed from the published financial report, therefore protecting users. Informative Target 

provides requisite information for effective decision making. Particular Requirement Target is protective and 

informative qualities combined to ensure information is disclosed according to regulatory requirements.  

Disclosure can also be rationalised theoretically.  

 

2.1.1 Theoretical review 

Scholars have considered the reasons for environmental performance information disclosure to include the need 

to maintain legitimacy. The concept of organisational legitimacy was developed by Dowling and Pfeffer (1975) 

as a situation where the value system of an entity agrees with the value system of the larger society.  Legitimacy 

Theory adduces that disclosures are undertaken to obtain legitimacy from the society in which companies operate 

and as a strategy to give a good public image and keep good relations between the companies and outside 

stakeholders. There is also the need to manage or influence specific stakeholder groups considered to have strong 

influence and increase the net worth of all stakeholders and managers. Positive Accounting Theory proffers that 

everyone undertakes an activity because of benefits derivable and is motivated by personal interests in its 

accomplishment.  Therefore, organisations and management would disclose environmental information in 

expectation of gains attributable to the disclosure activity, such as possible profit or asset improvement. 

Maximisation of these values would also need to accommodate the interests and perspectives of stakeholders 

within the system (Freeman, 2006).  Both the legitimacy and stakeholder theories form part of the supporting 

theories for this study.  

 

When organisations seek to increase their survival prospect by generating public confidence through continuously 

ensuring that they operate within society’s norms and limits, they affirm the position of the Legitimacy Theory, 

which implies a “social contract” between organisations and people affected by their operations.  Legitimacy, like 

money, is a resource required by businesses to operate, without which they forfeit their right to operate (Tilling, 

2004).  Hybels, 1995 stipulates that good models in legitimacy theory must therefore identify relevant 

stakeholders, which he classifies to include the state, providing contracts, grants, legislation, regulation, tax (Note 

that the last three of these could be either a ‘negative’ or ‘positive’ depending on the implementation); the public, 

providing patronage (as a customer), support (as community interest), labour; the financial community, providing 
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investments; and the media which provides few ‘direct resources’ but can substantially influence decisions of the 

other stakeholders.  This study, agreeing with Hybels, tests the influence of the community as a relevant 

stakeholder on organisational disclosure. The legitimacy theory here is complementary to the stakeholder theory 

in supporting sustainability disclosure. We seek to find the extent of the stakeholder’s role as it affects disclosure. 

 

R. Edward Freeman, who first described the stakeholder theory in his book “Strategic Management: A Stakeholder 

Approach”, is considered the father of Stakeholder theory. Several scholars have used stakeholder theory in 

discussions on accounting disclosure.  In 1992 Roberts predicted levels of corporate social disclosure using 

stakeholder theory. Specifically, he discovered that stakeholder power, strategic posture, and economic 

performance are all related to the amount of disclosure. Similarly, Rubenstein (1992) advocated the creation of a 

natural asset account that would help a firm determine whether its practices are sustainable from an environmental 

perspective. The basis for his argument was on firms’ social contracts with the stakeholders to whom they are 

accountable.  Ilinitch, Soderstrom, and Thomas (1998) similarly developed theoretical and empirical approaches 

to defining corporate environmental performance. They explained that such information is necessary to provide 

essential stakeholders with information to base strategic decisions. One of the conclusions drawn from the 

literature on stakeholder influence on environmental reporting is that reporting is a function of multiple 

influences/stakeholders. These influences are interconnected both to themselves and the need for legitimacy.    

This research also brings to bear the existence of an interconnection between the influences and the reporting 

types.  Also, because stakeholders offer organisations the resources they need to accomplish their businesses 

(Deegan 2002, Golob & Bartlett, 2007), there is said to exist a relationship between organisations and their 

stakeholders (Gray et al., 1997).  Therefore, the stakeholders should determine the acceptable activities to be 

undertaken by the organisation.  Their influence should lead organizational activities towards sustainability. 

 

The sustainability idea gained public interest when the Club of Rome issued a report “Limits to Growth” in 1972.  

In collaboration with the United Nations Environmental Programme and World Wildlife Foundation, the 

International Union for Conservation of Nature developed a World Conservation Strategy in 1980, making 

sustainability a benchmark of international action. The 1987 report of the World Commission on Environment 

and Development, Our Common Future” also called the “Brundtland Report,” further promoted the use of the 

term “sustainable development”, where it defined it as sustainable development as “development that meets the 

needs of the present without compromising the ability of future generations to meet their own needs” (WCED 

1987, 43).  Despite its criticism as focussing more on human needs rather than other life, the report helped initiate 

an international public debate on sustainability on which several alternative formulations were based. (Jenkins, 

2009).   

 

While some scholars such as Adams (2002) believe that the existing social reporting theories lack the power to 

explain factors influencing corporate disclosure, others like El-Hawari and Arafa (2018) have also used both 

stakeholder and legitimacy theories to identify which stakeholder groups had the most influence on corporate 

social responsibility disclosure in banks.  This work differs from them because it is specific to environmental 

disclosure and relates to the Telecommunications industry.  We also argue that although organisations work to 

attain legitimacy through disclosure and identification of key stakeholders to satisfy, in a bid to achieve 

sustainability, the possibility of greenwashing rather than honest disclosure can influence information reporting 

in the annual reports.   The role of the annual report in disclosure is considered below. 

 

2.1.2 Disclosure in Annual Report 

Sustainability reports catalyse the change necessary in attitude and action of an organisation in order for it to 

achieve ecological and social sustainability (Taveres & Dias 2018).  Environmental accounting disclosures 

provide organisations with an avenue for enhancing their status while providing information to stakeholders and 

satisfying the social contract between them and the relevant public (Gray, Owen, & Maunders, 1988). The 

disclosure provides various information required for optimal operations in an efficient capital market (Hendriksen, 

1996), as cited in Zuhroh and PutuPande (2003). Disclosure entails both voluntary and mandatory disclosure of 

items of interest or concern to any number of stakeholders (Jenkins, 2004).  Mandatory compelled organisations 

by a specific standard or regulation or stakeholder requirement to disclose against voluntary disclosure where the 

company desires disclosure.  

 

An objective of financial statements is to report activities of an organisation affecting the society, which can be 

determined and described or measured and which are essential to the organisation's role in its social environment 

(Trueblood Committee Report, AICPA, 1973). Beyond expressing a company’s commitment to the environment, 

environmental reports exhibit a company’s openness towards stakeholders and the importance of strategic 

environmental management.  (Azzone, Brophy, Noci, Welford & Young, 1997).  They provide management with 

a tool for disclosing a company’s environmental policy, problems, performance, and disseminating information 



 

Proceedings of the 3rd ICAN-MALAYSIA International Conference on Accounting and Finance (ICAF-IMDS 2021) 

22-26 March 2021, Kuala Lumpur, Malaysia 

24 
 

on environmental consequences of carrying out its business. Annual reports provide standardised, universal 

reports with wide publicity, visibility and acceptability, relatively easy online accessibility, credibility, and 

consistency to communicate information to stakeholders.  

 

2.1.3 Stakeholder Awareness and Environmental Disclosure 

Scholars have advanced that stakeholder awareness of CSR activities of organisations affects their purchase 

decisions (Fatma & Rahman, 2016).  Rudyanto and Siregar (2018) found that consumers exert high pressure on 

the quality of sustainability reports.  We hypothesise that this depends on their knowledge and awareness of CSR 

activities in disclosed information. Also, the larger firms are found to have more pressure to disclose than smaller 

firms (Hossain, Islam & Andrew, 2006; Choi, 1998; Cormier & Gordon, 2001; Hackston & Milne, 1996; 

Mahadeo, Hanuman, & Oogarah-Soobaroyen, 2011), partly due to their broader stakeholder base.  Various 

degrees of influence exerted by several groups of stakeholders of an organisation determine stakeholder power 

(Choi, 1998; Nyahas et al., 2018).  However, with the strong user base of telecommunications companies, the 

question of the effect of their awareness on disclosure quality arises.  With greater awareness also comes the 

formation of community and community participation and influence. 

 

2.1.4  Community Participation and Environmental Disclosure 

Stakeholder power depicts influences exerted by various stakeholder groups on firms.  These stakeholder groups 

include employees, shareholders, creditors, clients, regulators, external auditors and special interest groups (Choi, 

1998; Cormier & Magnan, 2003; Garcia-Sanchez, Frias-Aceituno, & Rodriguez-Dominguez, 2013; Roberts, 

1992; El Hawari & Arafa 2018). Previous studies showed that corporate environmental disclosure is associated 

with various stakeholder groups: shareholders (Cormier & Magnan, 2003; Deegan & Rankin, 1996), creditors 

(Choi, 1998; Roberts, 1992), governmental influence (Garcia-Sanchez et al., 2013; Roberts, 1992), and special 

interest groups (Deegan & Blomquist, 2006; Deegan & Rankin, 1996).  This study looks at client group 

participation, specifically the hosting communities for the mobile telecommunications installations, and their 

influences on disclosure.  However, the community influence is enhanced where regulations exist and sanctions 

for violating those regulations. This study will probe the influence of the stakeholder community on environmental 

disclosure. 

 

2.1.5  Regulatory Sanctions and Environmental Disclosure 

Stakeholder power explains the different levels of influence over managerial decision making due to control of 

resources the organisation requires to continue to exist.  Stakeholder theory identifies powerful stakeholder groups 

that may affect or be affected by the firm’s disclosure practices and its response to their expectations. (Lu & 

Abeysekera, 2014).  Kagan, Thornton and Gunningham (2003) discussed three variations of environmental 

performance to include (1) the stringency of official environmental regulations; (2) the likelihood that violations 

will be detected; and (3) the severity of sanctions for noncompliance.  They agreed that there was a correlation 

between regulatory style and environmental performance.  While Harrison (1995) found that American regulations 

were enforced more legalistically, with more frequent penalties and higher compliance with standards in the 

United States, Gunninham (1987) expressed a complete absence of coercive enforcement in Australia with more 

cooperation and persuasion.  Although CSR activities are primarily voluntary, certain regulatory agencies have 

been put in place to monitor the sustainability and environmental activities of organisations in Nigeria, such as 

the Nigerian Communications Commission (NCC), Federal Environmental Protection Agency (FEPA), the 

National Environmental Standards and Regulations Enforcement Agency (NESREA), the Federal Ministry of 

Environment, the National Biosafety Management Agency (NBMA), and other states Environmental Protection 

Agencies (EPA).  The extent to which these have affected environmental disclosures in the telecommunications 

industry in Nigeria will be investigated.  However, due to the multi-nationality of most telecommunications 

companies, there is a broader sphere of impact than just the Nigerian regulatory sanction.  

 

2.1.6  Multi-nationality and Environmental Disclosure 

Amongst reasons given for disclosure are assertions that stakeholders offer organisations legitimacy and the 

resources required for business and should determine acceptable activities to be undertaken by the organisations 

(Wilmhurst & Frost, 2000). The subsidiaries in developing countries of parent multinational companies (MNC) 

from developed countries are more likely to disclose social and environmental information than their local 

counterparts because the parent companies operate their businesses in developed countries where these parent 

MNCs in many cases have either normative, coercive or mimetic constraints on disclosing environmental 

information. Broader stakeholders scrutinise multinationals, and these companies try to comply with the 

international norms and standards (Amran & Susela, 2008) and these practices are then transferred to the 

companies operating in the local (developing) territory (Ali & Rizwan, 2013, Amran & Susela 2008). 

Andrikopoulos, Samitas and Bekiaris (2014) argued that the impact of corporate social responsibility practices 

supersedes “national” stock markets, regional regulatory settings and religious background to include international 
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character, to the extent that sustainable development is an international cause. This study is interested in the 

disclosure practices of Nigeria's telecommunications companies, whose ownership is mostly multination.   

 

2.1.7  Disclosure Quality and Stakeholder Perception and Environmental Disclosure 

It is expected that environmental disclosure would generate a positive or negative reaction from stakeholders 

based on the nature and effect of disclosed information, and therefore catalyse the change necessary in attitude 

and action of an organisation in order for it to achieve ecological sustainability (Tavares & Dias, 2018).  This is 

mainly so due to stakeholder influences on management. Management strategies are designed to gain or extend 

legitimacy, maintain current legitimacy levels, or fix or defend lost or threatened legitimacy (O’Donovan, 2002). 

However, environmental disclosure can be a mere public relations tool made to manage public perceptions and 

respond to public pressure and perceived public opinion when it consists of greenwashed, unverified and 

unsubstantiated information (Hooks, David & Howard, 2002; Adams, 2002). Studies have shown that while 

environmental performance is either positively related to financial performance indicators (Wu & Shen, 2013) or 

not related to financial performance (Walker & Wan, 2012), greenwashing is either negatively related to financial 

performance (Walker & Wan, 2012) or unrelated to financial performance (Wu& Shen, 2013). Chen and Chang 

(2013) found that exposed or discovered greenwashing practices are related to negative attitudes in consumers. 

This study questions the quality of the information provided by telecommunications companies and consumer 

perceptions of disclosed information.  

 

It investigates disclosure practices by carrying out a content analysis of the annual reports of the companies in 

order to quantify disclosures between the years 2007 to 2017.  A disclosure index approach will be used to evaluate 

the social and environmental disclosure in corporate annual reports as utilised in the works of Hossain, Islam & 

Andrew (2006), and ElHawari and Arafa (2018).  Qualitative case study interviews would be carried out to 

substantiate disclosed information to customer understanding of the reality of disclosed information. The case 

study approach has been utilised in social and environmental disclosure studies, including Ali and Rizwan) and 

Noah (2017). 

 

2.1.8  Greenwashing in Annual Reports 

Greenwashing signifies discrepancies between organisational green claims and their actual environmental 

performance (Delmas & Burbano, 2011; Lyon & Montgomery, 2015). Greenwashing involves deriving the benefit 

or advantage of green positioning without commensurate behaviour or practice. Increasing cases of greenwashing 

foster CSR scepticism (Aji & Sutikno, 2015; Jahdi & Acikdilli, 2009; Nyilasy, Gangadharbatla & Paladino, 2014; 

Skarmeas & Leonidou, 2013). 

 

Increasing stakeholder pressures for corporate social responsibility and environmental responsibility has raised 

increasing apprehension about organisations creatively seeking to manage their reputations before stakeholders in 

order to camouflage deviance, suppress attributions of fault, obscure the nature of the problem, reattribute blame 

and ensure an entity’s reputation (Laufer, 2003). Stittle (2002) and Gray (2001) attest to the existence of a poor-

quality reporting system and distorted disclosure reports.  They argue, exemplifying recent accounting scandals 

of the United States of America, that it would be naïve to rely on the integrity of corporations for transparent 

disclosure.  This agrees with the reasoning that disclosures are made more as a strategic legitimisation tool than a 

need for response to perceived obligations and responsibilities, as asserted by legitimacy theorists. This study tests 

this assertion and seeks to inquire into greenwashing in the organisation’s annual reports. 

 

2.2 Hypothesis Development 

 

Given the voluntary nature of environmental disclosure (ED), this work primarily investigates environmental 

disclosure (ED) practices amongst companies within the telecommunications industry in Nigeria from the purview 

of stakeholder participation and greenwashing.  It would test for a possible relationship between amounts of 

disclosure and stakeholder awareness, multi-nationality, community (Suttipun & Stanton, 2012, Hossain, Islam 

& Andrew 2006, Hackston & Milne, 1996) to unfold the extent of information disclosed in the financial reports 

while comparing the disclosed information with realities observed, as well as perceptions by recipients of the 

service.  It seeks to achieve this by extracting responses to the following hypotheses:  

 

H1: Stakeholder awareness does not significantly influence the extent of environmental disclosure. 

H2: Stakeholder community participation does not significantly influence the extent of reported environmental 

practices. 

H3: Regulatory sanctions do not significantly influence the extent of environmental disclosure. 

H4: Multi-nationality does not significantly influence the extent of environmental information disclosure. 

H5: The environmental report's disclosures do not significantly reflect practical environmental problems. 
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H6: Stakeholder perceptions do not significantly influence the extent of environmental disclosure. 

 

3. RESEARCH DESIGN 

 

The research philosophy used for this study is a pragmatist philosophy based on the rationale that CSR cannot be 

seen as a fact but as socially constructed views with insights from a result of the views.  The pragmatist philosophy 

also can yield better results with the opportunity to use a mix of different methods in the research (Rafael, 2016). 

 

The research strategy for this research is to use both qualitative and quantitative research methods.  The qualitative 

approach uses semi-structured interviews, physical observations and documentary evidence, and an analysis of 

the annual reports of the organisations using the disclosure index approach.  This strategy supports an enriched 

understanding of the case organisations vis a vis the research issues, with a focus on disclosure practices of the 

organisations within the Nigerian context. A content analysis will also be utilised to analyse the companies’ annual 

reports.   Content analysis can be defined as a quantitative and a qualitative research method. (Bengtsson, 2016). 

 

The research choice defines the methodological choice to be followed: a quantitative, qualitative, or mixed 

methods research design. This study applies the mixed research method to provide a comprehensive, well-rounded 

and comprehensive data analysis and results.  The mixed-method synergises the outlook of evidence, fosters 

divergent perspectives, and strengthens grounding.  This study utilises both primary and secondary research 

methods.  For the primary research, semi-structured interviews will be undertaken using predesigned questions 

developed. Respondents would provide responses that are recorded via media for those that grant permission or 

steno graphed manually.  The questions are structured to elicit easy answers to close-ended questions. The 

secondary research method uses annual reports, relevant academic literature, and related reports.  Other research 

instruments to be utilised include all software applications necessary to present the work and data both graphically 

and tabular. 

 

The time horizon of the research is put at a period covering 14 years, from the inception of the accounting for the 

global System of Mobile Telecommunications in Nigeria to 2017. As part of the limitation of this study, data 

collection by interview is an interpretive process. It can sometimes be challenging to write down and analyse 

transcriptions in a very detailed manner to capture speed, tone of voice, emphasis, timing, and pauses. (Bengtsson, 

2016).  The researcher cannot be ideally particular that this data collection method provides data that captures the 

informants' actual context. Misrepresentations may arise from informants’ inability to express themselves, lack of 

providing the whole truth or the provision of incomplete information, the use of words that may not necessarily 

correspond with the researcher's view of their meaning and/or saying what they think the researcher wants to hear 

(Burnard, 1995). 

 

The construction of environmental disclosure index (EDI), scoring scheme of the environmental information 

comprising EDI and development of a regression model to measure the relationship between the extent of 

corporate environmental disclosure and several stakeholder attributes. Disclosure indices are generally used in 

developing countries, such as in Nor et al. (2016) and Wiseman (1992). The disclosure index for this study 

incorporates 60 items, which have been previously used in environmental index formulations. One of the major 

telecommunication companies’ annual reports, MTN Nigeria, provides samples spanning 14 years 2005-2019. 

 

4. CONCLUSION  

 

This study hopes to discover the nature of corporate environmental disclosure in the Nigerian telecoms industry.  

Their disclosure may not be unrelated to the need to portray a sustainable business, attract investors and satisfy 

stakeholder groups. The study hopes to make recommendations concerning telecommunications companies’ 

disclosure practice through the NCC Act and propose policies toward more responsible environmental and social 

policies for organisations in Nigerian the telecoms industry.  It would examine whether being a subsidiary of a 

multinational company also had a positive relationship with disclosure and recommendations made. The study 

would also compare disclosed information with actual observed environmental issues, thereby examining the 

reports for greenwashing. 

 

This study would contribute to the literature concerning social and environmental disclosures in the 

communication industry in Nigeria.  It will assist the professional accounting bodies to develop an entire 

framework or guideline on disclosing social and environmental information in the annual report. It would also 

catalyse the promulgation of environmental policies, rules and regulations for the Government, the telecom 

industry and companies. 
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Abstract 
 

The paper aims to identify a suitable method of accounting for crypto-asset under the current International 

Financial Reporting Standards (IFRS) and its implication for financial reporting. To achieve this, the paper 

surveyed and synthesized the relevant literature on the subject matter by analyzing the work of previous scholars 

using descriptive and content analysis of the documented texts and scholarly articles. The findings of the study 

from the content analysis revealed that there exists a divergent view by experts in the field on how crypto assets 

should be accounted for as there is no specific standard that spelt out its treatment in the current IFRS or the 

International Accounting Standard (IAS) as a guide. Hence, the study considered IAS 2 inventories held for sale 

as relevant for accounting for the crypto asset. The reasons therein were also highlighted. Therefore, the study 

recommends that the standard setters and relevant professional accounting bodies around the globe work out new 

standards to incorporate its disclosure and measurement. 

 

Keywords: Crypto Asset, Financial Reporting, IFRS, and Standard Setters. 
 

 

1. INTRODUCTION 

 

Crypto Asset is interchangeably used with a cryptocurrency to denote a digital currency that provides alternative 

means of payment that use a decentralized ledger to secure transactions electronically without a formal banking 

system or central government invalidating the issuance and regulating its uses a result of the increasing need for 

online business transactions. Thus, the invention of artificial intelligence in the twenty-first century brought about 

an innovation in modern technology and rapidly changed the structures, operations and policy implications of the 

global monetary systems. Consequently, this development affects the current status of accounting as a profession 

and pose a more significant challenge for the contemporary accounting theory and practice, which invariably 

became a topic of discourse among users of accounting information on the suitability of accounting for crypto-

asset under the current IFRS framework (Procházka, 2018; Todorova, 2019).  

 

The proponents of cryptocurrency, such as Nakamoto (2008), Houben and Snyers (2018), Lee and Deng (2018), 

among others, believe that the main advantage cryptocurrency offer is that it modifies the current methods of 

payment system over the traditional monetary system. Accordingly, it equally enhanced the operational efficiency 

and ensured the utmost security and verifiability of the transaction in question. In contrast, Procházka (2018) and 

Kostiantchenko, Malinovska, and Mamonova (2017) argue that cryptocurrency is an emerging issue in this 

technological era. Hence, investors and practitioners and other stakeholders should be cautioned on its usability as 

there are no guidance, regulation, and legislation to that effect. 
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Nakamoto (2008) further added that some economic agents are acquiring crypto-currencies to process online cash 

transactions and invest, which in return realize future capital gains. However, as individuals and companies are 

inspired to invest in the crypto-assets, the more glaring question to accountants is how to account for the financial 

statement? Research on accounting for crypto-assets are still limited in scope, and an infancy stage, as revealed 

by the existing literature. Prior studies such as Charfeddine and Maouchi (2019), Liang, Li, Chen and Zeng (2019), 

Phillip, Chan, and Peiris (2019) mainly dwelt on the technical aspects of crypto-assets, the future implication of 

the world financial markets, economic perspective and its substance over form, the evaluation of its accounting 

treatment are somewhat neglected. 

 

Therefore, from the preceding, a scanty study addresses the accounting treatment of crypto-assets and its 

implication on the firm’s financial reporting. Hence, this paper attempts to analyse and synthesise the existing 

literature on this topical issue of discourse. Therefore, this study attempts to contribute practically to the existing 

literature on crypto-assets by providing analytical insight in simplifying the current understanding of the 

accounting treatment and its implication in financial reporting. The study also extends the existing literature on 

crypto-assets by providing further conceptual clarification. There has been a widespread belief that cryptocurrency 

is digital fraud, but recent studies have confirmed the inaccuracies.  

 
2. LITERATURE REVIEW 

 
You (2018) affirms that the modern financial system is developing in a dead-end direction due to globalization 

and advancement in technology, hence the emergence of cryptocurrency as an evolutionary stage in developing 

the world payment system. The use of cryptocurrency and its derivatives in practice could affect the world payment 

system and the world financial market from within. Thus, based on the blocking technology used in the derivation 

of crypto-assets, a modern financial system can be restructured to overcome the perceived deficiency. 

 

Nowadays, high profile individuals and cooperative entities such as Amazon, Microsoft, MasterCard, PayPal and 

other blue chips companies seek alternative means of meeting their financial obligations other than the 

conventional banking system (Fomina, Moshkovska, Avhustova, Romashko and Holovina 2019; Nakamoto, 

2008). Hence, the advent of electronic payments such as cryptocurrencies became necessary without any central 

authority stepping in to mediate the transaction and guarantee its authenticity. However, the Central bank and 

other state authorities mostly refuse to acknowledge them as money.  

 

Crypto assets are becoming emerging and contemporary issues in accounting, as there is no guidance under the 

current IFRS for its recognition, measurement, and disclosure. This innovation may push capital and money 

market regulators and tax authorities across the globe to step in for its exposure draft. McCabe (1989) and Ram, 

Maroun and Garnett (2016) observed that Crypto-currencies meet the second function of money, “store of value”. 

However, some jurisdictions have not yet recognized it, which poses additional challenges—Crypto-assets as a 

new phenomenon and investment portfolio. The prices are volatile and subject to steep increases and rapid 

declines. 

 

Furthermore, their intangible (digital) nature raises severe doubts about their real (intrinsic) value. It boosts, thus, 

the magnitude of price fluctuations. Crypto-assets are becoming increasingly common, from the accounting 

perspective, contrary to the challenges, crypto-assets also offer the potential for development, as notably observed 

by Fayez Choudhury, the CEO of the International Federation of Accountants, stated: 

“Bitcoin poses opportunities to strengthen and expand the scope of what accountants do and how 

 we do it” (CAANZ, Maciel, 2019, p. 26). 

 

The study further suggests that accounting firms could expand their business advisory services. The profession 

could develop new standards to incorporate its disclosure and measurement. Consequently, they could also exploit 

the first-mover advantage by offering services that meet the tax and other legal regulations as anti-money 

laundering and counter-terrorism financial rules (Stancheva, 2019).  

 

Therefore, from the preceding, Crypto-asset can be defined as a digital asset or currency that can be traded for 

goods or services and whose presence only exists in digital form, which can be transferred between digital 

addresses. In other words, it could be viewed as a digitally-encrypted, decentralized currency with unique 

characteristics that make it an unorthodox market, causing a lot of volatility in its price (Lerer, 2019). Thus, crypto-

asset as a new phenomenon in accounting is defined by Lerer (2019) as; 

“A crypto-currency is a digitally-encrypted, decentralized currency that is not connected to nor 

controlled by any government or central bank, unlike traditional currencies such as the US 
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dollar (issued by the Federal Reserve), euro (European Central Bank), or Japanese yen (Bank 

of Japan), among many others”. 

 

The invention of cryptocurrencies can also affect accounting, particularly in two areas. Firstly, blockchain 

technology will probably affect how accounting transactions can be recorded and verified because of the absence 

of asset classification, for example, by auditors while carrying out their Audit work. Secondly, cryptocurrencies 

are used by companies in their daily business. As such, they should be accounted for and presented in their 

financial statements. With this new phenomenon, accounting standard-setters lag in delivering accounting 

guidance (Procházka, 2018).  

 

Looking at it from the retrospective view, crypto-assets offers investment opportunities. The accountants’ priority 

should be to work out the proper accounting treatment because of the many unresolved accounting and financial 

reporting issues such as asset classification, accounting for the mining transactions, holding crypto-assets as an 

investment, exchange transactions and merger and acquisition process (Rainborn and Sivitanides, 2015). The 

problem comes from the lack of pronouncements on the crypto-asset of the standards-setting bodies like the 

International Accounting Standards Board and the U.S. Financial Accounting Standards Board. 

 

Accordingly, another area of concern is taxation, as tax guidance differs from jurisdiction to jurisdiction. The rules 

are very confusing for accountants, who look for an adequate regulatory base for digital currencies' accounting 

and financial reporting treatment. Developing standards or another type of official pronouncement requires urgent 

attention to be accorded for by stakeholders such as academics, practitioners, researchers, and policymakers.  

 

Studies by Fomina, Moshkovska, Avhustova, Romashko and Holovina (2019) affirm that cryptocurrency is not 

accepted by countries like Japan, China, Bolivia, and Switzerland, among other developed economies, as a result 

of the price volatility, risks, and uncertainty associated with cryptocurrency. In contrast, in some countries such 

as Ukraine, the government has provided a legal framework for cryptocurrency and regulates these effects. In 

regulating such instruments, other ministry roles were spelt out. Hence, cryptocurrency was recognized as a 

financial instrument (Avhustova & Zakrevska, 2018). 

 

Ya (2017) affirms that the modern financial system is developing in a dead-end direction due to globalization and 

advancement in technology, hence the emergence of cryptocurrency as an evolutionary stage in developing the 

world payment system. The use of cryptocurrency and its derivatives in practice could affect the world payment 

system and the world financial market from within. Thus, based on the technology of the block in the derivation 

of crypto-assets, a modern financial system can be restructured to overcome the perceived deficiency. 

 

Cryptocurrency could either be accounted for in the financial reporting as financial instruments under IFRS 9 

(effective date 2018), as Inventories (IAS 2), as Cash (IAS 7) or as Intangible Asset (IAS 32). A critical look at 

IFRS reveals the following: 

 
Table 1: Summaries the Accounting Treatment of Crypto-asset in Financial Reporting 

Assets  Explanation   

Cash  Lack of general acceptance of any cryptocurrency as a means of payment. 

A significant level of volatility in their value. 

They are not issued or back by any Government. 

 

Cash Equivalents  A significant risk of changes in value. 

Not a highly liquid asset. 

Not readily convertible into a known amount of cash. 

It cannot be deposited for saving purposes. 

It cannot be “cashed” or obtained at most ATMs. 

 

Financial instruments  It does not give the holder a contractual right or obligation to receive cash or another financial  

asset. 

Cryptocurrency derivatives are a particular issue. 

 

Inventory  Inventories do not need to be in a physical form but do need to be held for sale in the 

 ordinary course of business.  

However, cryptocurrencies may not be traded frequently enough such that trading activity  

would be an entity’s ordinary course of business. Bitcoins would fail the definition of inventory  

unless this test is met. 

 

 

 

Source: Adapted from Todorova (2019). 

 

From Table 1, IFRS 9 financial instrument by definition is any contract that gives rise to a financial asset of one 

entity and a financial liability or equity instrument of another entity. Furthermore, by extensions, financial 

instruments are categorised into four, namely, financial assets, financial liabilities, capital equity and debt (Kaplan, 



 

Proceedings of the 3rd ICAN-MALAYSIA International Conference on Accounting and Finance (ICAF-IMDS 2021) 

22-26 March 2021, Kuala Lumpur, Malaysia 

32 

2008). The crypto-assets did not meet a financial instrument's essential features or definition as required by IFRS 

9. A financial instrument may mean a financial asset to one party and a financial liability to the other party. 

However, crypto-assets does not give the holder a contractual right to act in that respect. Thus, crypto-assets is 

outside the scope of IFRS 9 and cannot be treated as such. 

 

IAS 2 Inventories (goods held for business) an inventory is defined as assets held for or for production or in the 

form of material supply to production (Emilewoolf, 2011). Thus, does cryptocurrency meet the definition of 

inventories? A critical look at the features of IAS 2 further states that when intangible assets are held for sale in 

the ordinary course of business, they could be applied as inventories. The disclosure requirements also state that 

sufficient information should be provided to understand the phenomenon's economic event. Therefore, from the 

previous, one could argue that crypto-assets attributes fall outside the scope of intangible assets or inventories 

simply because it lacks material form. Another challenge is the method of valuation. Hence, crypto-asset does not 

possess the attributes of intangible assets and cannot be accounted for under IAS 2 as inventories held for sale in 

the ordinary course of business. 

 

In contrast, to substantiate the findings of the IFRS interpretation committee (2019) who believe that crypto-asset 

should be accounted under IAS 2 accounting for inventories by taking into cognizance of the findings and 

interpretation of the technical committee of the IFRS that if the sale of crypto-assets is the principal activity of the 

business undertaking, then IAS 2 is expedient to account for it and further supported by IAS 38 for its valuation 

as cost model or revaluation model. Does the revaluation method also pave the way to ask whether there is an 

active market for crypto-currency with sufficient information as required by IFRS 13? Thus, Procházka (2018) 

confirms an active market for a cryptocurrency with sufficient information and the frequency of transactions to 

provide pricing policy ongoing concern basis. Hence, this is a suitable method to reflect the accounting treatment 

of crypto-asset in financial reporting. 

 

2.1 Historical Evolution of the Crypto asset 

 

Crypto asset was first created by USA Programmer under the pseudonym “Satoshi Nakamoto” in 2008. There are 

many cryptocurrencies in existence nowadays, for example, Bitcoin. Litecoin, Ethereum, Ripple, and Dash 

(Todorova, 2019). However, Bitcoin is the first and the most popular and notable. In October 2008, its inventor, 

the programmer (or programmers), published a research paper online criticizing some weaknesses of the modern 

financial system. The transaction costs and mode of payment associated with fraud and personal data leakages 

risks were avoidable using an electronic payment system based on cryptographic proof. This system allows “any 

two willing parties to transact directly with each other without the need for a trusted third party”. One year later, 

in October 2009, the first exchange rate for Bitcoin was established. After a few months, in July 2010, the Mt. 

Gox currency exchange market was opened. In November of the same year, Bitcoin market capitalization reached 

$1 million. Only half a year later, it grew exponentially to $206 million.   

 

Since then, many turbulent shifts in Bitcoin price and market capitalisation have registered. Many other crypto-

currencies were introduced in the market, and their number is currently exceeding 2000. There is competition 

among them, but still, Bitcoin is dominating the market with its share of 52.6 per cent. Тhe market capitalization 

of all cryptocurrencies as of 13 February 2019 is depicted in chart 1 below. Other popular cryptocurrencies, 

including Ethereum, Bitcoin Cash, Litecoin, Ripple, and Monero, are very competitive. Their values are also 

determined by their supply and demand and their prices with high volatility. 

 

The number of users and retailers accepting “digital” currencies increases progressively. For instance, over 36,000 

businesses currently accept Bitcoin as legitimate currency using their digital wallet. Their benefits of moving to a 

Bitcoin system include lower transaction fees, instantaneous transfer, international competitiveness, fraud 

prevention, and reduced liability.  

 

Despite the unarguable benefits of using cryptocurrencies in their operations, consumers are still resistant to this 

“virtual” money. Many factors contribute to their lack of trust and hesitation. The collapse in 2014 of the Mt. Gox, 

the Japanese Bitcoin Exchange and the customers who lost almost $400 million of funds, the threat of hacking 

and stealing details of Bitcoin wallets, the lack of privacy due to the ability to trace the IP address are only a few 

of the risks associated with the cryptocurrencies. The main issue is that there is no universal infrastructure despite 

the various efforts of some national governments to overcome these problems and gain control over Bitcoin 

transactions by providing specific regulations and addressing tax implications and other challenging issues 

(Rainborn & Sivitanides, 2015). 

The process of value creation by Bitcoin is unique and is embedded in its scarcity. Because the limited supply of 

Bitcoins in existence will never exceed 21 million, after processing every “block”, fewer Bitcoins could be created 
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in the future. Thus, an artificial shortage is created and subsequently – value. Some proponents argue that a 

particular system should be created to sustain the Bitcoin value in time.  

 

3.   METHODOLOGY 

 

In other to achieve the stated objective of the study, the paper used interpretive and analytic approaches from the 

scholarly articles and publications which were drawn from the available literature on the subject matter, to find 

out the convergent and divergent where possible in the literature with content analysis in other to ascertain a 

suitable treatment of cryptocurrency in the financial statement. The IFRSs and IASs were also used as a theoretical 

reference in assessing the suitability of accounting for cryptocurrency and its implication for financial reporting. 

 

4.   DISCUSSION OF FINDINGS 

 

From the literature review, it is evident that there were divergent views by experts in the field on the suitability of 

accounting for the crypto asset. To some, it is an investment opportunity. As such, it should be accounted for in 

line with IAS 32. In contrast, other scholars advocate for the accounting treatment of crypto-asset as financial 

instruments IFRS 9. Some proponents of crypto-asset also view it as IAS 2 inventories held for sale, whereas, to 

others, it is IAS 7 Cash. Therefore, from the previous, the study aligns its findings with Procházka's (2018) 

assertion that accounting for crypto-asset should be accounted for following IAS 2 accounting for inventories held 

for sale. Thus, the valuation should also be accounted for at a lower cost and net realizable value. The implication 

of not reporting crypto-asset in the financial statement due to lack of assets classification may be tantamount to 

misrepresentation of facts. The main aim of financial reporting is the faithful presentation of financial information 

to users of accounting information to aid their decision. As such, it is material to report a crypto-asset.  

 

5.  CONCLUSION AND RECOMMENDATIONS 

 

This paper analyses the suitability of accounting for crypto-asset recognition, measurement, and disclosure, as 

well as its implication for financial reporting. As the paper is conceptual, it uses the accounting policy and 

procedures prescribed in the current IFRS and IAS to deduce its logical conclusion. The paper concludes that the 

appropriate accounting treatment of crypto-asset is IAS 2 accounting for inventories by taking into cognized of 

the findings and interpretation of the technical committee of the IFRS that if the sale of a crypto asset is the 

principal activity of the business undertaking, then IAS 2 is expedient to account for it and further supported by 

IAS 38 for its valuation as cost model or revaluation model. In conformity with Procházka (2018), which confirms 

an active market for a crypto currency with sufficient information and the frequency of transactions to provide 

pricing policy on an ongoing basis. Hence, this is a suitable method to reflect the accounting treatment of crypto 

assets in financial reporting. 

 

5.1  Policy Implications 

 

The study is relevant to different users of accounting information, such as academicians, practitioners, researchers, 

and policymakers. The global and international Accounting bodies would find it a relevant source of material in 

forming their opinion on accounting for the crypto-asset and its implication for financial reporting. 

 

5.2  Research Limitations and Suggestion for Further Studies 

 

This review paper collates scholarly articles on the accounting treatment of crypto-assets and their implications 

on financial reporting. Scholarly articles in the form of a refereed journal, conference proceedings, symposium, 

IFRS regulation, and revised IAS were used as a basis to conclude the findings therein. Hence, this research cannot 

be attributed to empirical data to justify its findings. For this reason, it poses a limitation. Therefore, the study 

recommends further research to investigate how crypto-asset affects audit works and government revenue in the 

form of taxation. 
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Abstract   

 

This study seeks to examine the opinions of various financial reporting stakeholders, namely; preparers, the users, 

the accounting professionals and the accounting students, on the loopholes of the traditional financial statement 

and the benefits of adopting integrated reporting (IR). The study adopted a survey research design and targeted a 

total of one hundred (100) respondents, with  25 respondents drawn from each group using the purposive sampling 

technique. However, the study received a 60% response from the targeted audience. Using One-way ANOVA 

analysis, the study reports that the traditional financial statement had loopholes of inability to meet the information 

need of stakeholders. The adoption of IR will benefit the stakeholders in making various relevant information 

available in a holistic form. The study also documents that IR will improve stakeholders' understandability and 

enhance communication, thereby bridging stakeholders' information gap, which is the major loopholes of the 

traditional financial statement. Therefore, the study recommends that more training on IR and organisations install 

relevant technology to implement IR. Finally, regulators should mandate IR for all companies for uniformity, 

comparability and enhanced corporate reporting. 

 

Keywords: Integrated reporting, transparency, accountability, stakeholders and expectation gap 

 

 

1. INTRODUCTION  

 

The dynamic nature of the economic environment has revealed the deficiency in the historical accounting 

information, which refuse to meet the needs of stakeholders whose information needs are insatiable. In a world 

full of uncertainty, there is always the need for accountability and transparency as stakeholders and providers of 

capital seek an overview of the companies and their process of creating values in the short, medium and long term 

(Moolman et al., 2016). Also, the recent global financial crises have aggravated stakeholders' expectations beyond 

reporting past performance of figures to demonstrate how an organisation creates value. According to Demiral 

and Erol (2016), when an organisation has a global footprint, diverse needs and expectations from its different 

stakeholders will increase awareness of environmental and social factors. The business entities are expected by 

various stakeholders not to report profit only but also on the environment, society, and economy (Bachoo, 2019). 

According to Mizra et al., 2019, the financial reporting prepared by the accountants is majorly to assist many 

stakeholders in making a viable decision, especially investment decisions (Adegboyegun et al., 2020; Havlova, 

2015). The report is also helpful to non-investors users. However, this gap is difficult to close since there is a 

continuous widening in the general public's expectations.  

 

IR can address the problem of the accounting information expectation gap, which is increasingly viewed as the 

future of corporate reporting and serves as a device for communicating with the stakeholders (Deloitte, 2020; 

Havlova, 2015). IR is a recent development for enhanced corporate reporting that aims to improve the reporting 

system by providing a more holistic view of value generated by a business entity's different capitals engaged in 

the business. An essential focus of IR is the value creation process that proposed that the expansion of reporting 

traditional profit reporting focuses on past performance and value created temporarily. (Iyoha et al, 2017; Anojan, 
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2019; Mio, 2020; IIRC, 2011). The value created by an organisation rests on the relationship, the interaction and 

the outcome of capital or resources engaged in the business, which determines its ability to utilise these resources 

in the foreseeable future. IIRC in 2011 identified six dimensions of capital; financial, intellectual, human, 

manufactured, natural, relationship, and social capital (Iyoha et al., 2017). 

 

Empirically, research on the expectation gap has extensively focused on the audit expectation gap (Nwobu 2008; 

Onulaka, 2014; Tabone, 2018; Quick, 2020) with less attention on the financial reporting expectation gap. Tabone  

(2018) observed that further investigation is necessary from the point of view of financial reporting. There is more 

expectation on information about issues bothering the business model's sustainability, business risk analysis, 

economic outlooks, and forward-looking business plans. Therefore, according to Higson (2003), tackling with 

audit expectation gap is a fruitless exercise since there is a more significant expectation concerning the financial 

reporting expectation gap, which comprises the audit expectation gap and financial statement expectation gap 

(Tabone, 2018). The financial reporting expectation gap includes what the financial accountants think they are 

doing and what the general public expects them to do (Demiral & Erol, 2016; Mohs, 2017). The study of Mio 

(2020) confirms that IR assurance fills the expectation gap of stakeholders, especially the investors, as to the 

reliability of non-financial information is still under investigation. There is a need to explore how the information 

content of IR can fill the expectation gap of stakeholders. Therefore, this study aimed to examine the perspectives 

of different stakeholders on the relevance of integrated reporting in meeting their information needs and providing 

necessary solutions. 

 

2. LITERATURE REVIEW AND HYPOTHESES TESTING  

 

2.1 Integrated Reporting (IR) 

 

The International Integrated Reporting Council (IIRC), established in 2010, has the mandate to create and promote 

an acceptable global integrated reporting framework of communicating organisations' straightforward process of 

creating values (IIRC, 2020). IR is voluntary and focuses on driving more comprehensive, authentic, meaningful 

and helpful information about every facet of an organisation that benefits all stakeholders (Deloitte, 2020). IR 

takes care of the limitations of the traditional accounting information by considering intangible factors of an entity 

like reputation, trust, and the viable business model over a long time which have now become the material value 

drivers (Deloitte, 2020). Iyoha (2014) differentiate the features of traditional financial reporting and that of IR to 

include the following as presented in Table 1. 

 
Table 1: Difference between Traditional Reporting and Integrated Reporting 

Features Traditional Reporting Integrated Reporting 

Trustworthiness Slight disclosures Full transparency 

Stewardship Financial All forms of capital 

Thinking  Narrowly focused Broad thinking 

Focus Past activities Past, present and future 

Time-bound Short term Short, Medium and Long term 

Adaptive Rule bound Responsive to individual circumstances 

Concise Long and complex Concise and Material 

Technology-enabled Paper-based Technology-enabled 

 

2.2 Empirical Review 

 

The study of Manes-Rossi (2018) concludes in its international study of six (6) companies that one of the vital 

dimensions of accountability is the stakeholders' engagement; IR is necessary to enhance the stakeholders' 

engagement to improve accountability legitimacy. Anojan (2019) seeks accounting experts' perceptions of IR 

implementation in Sri Lanka and indicates a need to increase IR implementation awareness for different 

stakeholders. Roman (2017) and Bhasin (2017)  in South Africa, Brazil, Netherlands, United Kingdom, Japan, 

Australia, Singapore, Spain, and the United States of America reveals that IR has increased and further established 

that the implementation of IR, whether mandatory or voluntary has enhancement benefits like improved 

reputations, better understanding of the business impacts on the environment, effective decision making and 

capital allocations, long term and short term increment of profits, stakeholders agreement, futuristic and attraction 

of more stakeholders into the business. However, the challenges to these benefits are the difficulty of 

implementing IR (Bachoo, 2019).  
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Iyoha et al. (2017)  study the banker's perspective on the value creation of IR implementation, its process and 

challenges. Based on the research outcome, there are values embedded in IR that can improve corporate reporting. 

They noted that overcoming/mitigation of all the challenges associated with IR implementation is possible over 

time. In another study, Adegbie et al. (2019) reveal that the disclosure of capitals such as financial, manufactured, 

human, intellectual, and natural capital had both significant and insignificant positive and negative effects on 

firms' value. The study of Ademulegun et al. (2020) investigates the adoption of IR and the performance of banks 

listed on the Nigerian Stock Exchange using Panel cointegration techniques and Classical Ordinary Least Square 

for analysing the data. The study's outcome revealed that in the short run, there is no significant effect of IR on 

the corporate performance of banks considered, but there is in the long run. 

 

3. RESEARCH METHODS  

 

Consistent with the study's objectives, the study adopted a survey research design through an electronic 

questionnaire instrument to unravel stakeholders' opinions. The population for the study include the users of 

financial statement, academia, accounting professionals and accounting students. The view of accounting 

practitioners, including the practising accountants, academia, accounting students, and the users of financial 

statements, was sought on the subject matter. The researcher targeted 25 respondents using the purposive sampling 

technique, as demonstrated in the table below. The respondents indicate their opinion from the five-point Likert 

scale, varying from Strongly-Agreed to Strongly Disagreed. The responses were collated using the questionnaire 

administered through electronic mail and Google form. The data obtained from the respondents were analysed 

using both the descriptive and inferential statistics with the SPSS version 21 statistical software. The total 

administered questionnaire and the response rate are detailed in Table 2.  

 
Table 2: Target respondents and response achieved. 

Respondents Target Received Percentages 

Academia 25 9 36% 

Accounting Students 25 17 68% 

Business Owners 25 9 36% 

Professionals (Preparers) 25 25 100% 

 

4. DATA ANALYSIS AND PRESENTATION 

 

4.1 Descriptive Analysis 

 

4.1.1 Level of knowledge of integrated reporting (IR) 

Table 3 indicates the respondents' level of knowledge regarding integrated reporting. The table revealed that 10% 

of the respondents had a very high knowledge of IR, 23.3% had high knowledge of IR, 50% had moderate 

knowledge of the subject matter, and 10% had insufficient knowledge. In comparison, 6.7% had insufficient 

knowledge of the subject matter. The table revealed that most (50%) of the respondents had moderate knowledge 

of IR, which indicated that IR was a new concept. Its applicability is still at the rudiments in the country. 

 
Table 3:  Level of knowledge of Integrated Reporting (IR) 

SN Items Very High High Moderate Low Very low 

1 Please indicate your level of 

knowledge of IR 

6 

(10%) 

14 

(23.3%) 

30 

(50%) 

6 

(10%) 

4 

(6.7%) 

Response N = 60       

 
4.1.2 Perceptions of holistic reporting of corporate  activities 

Table 4 reveals that most (96.7%) of the respondents agreed that reporting both non-financial and financial 

information is favourable to the stakeholders. Likewise, 63.3% strongly agreed that the stakeholders prefer and 

benefit from IR adoption. In comparison, 35% only agreed, thereby bringing the percentage of respondents who 

supported 98.3%.  Also, the respondents disagreed that the report that only reveals the past performance of an 

entity on a short term basis will be beneficial to different stakeholders for viable decision as 35% disagreed, 1.7% 

strongly disagreed, 21.7% were neutral about the opinion, thereby bringing the total of those disagreed and neutral 

to 58.4%. Most of the respondents (96.7%) supported that a report that reveals the past financial performance, 

environmental performance, and future value creation of capital employed in an organisation will make the 

stakeholders better position. Also, 88.3% of the respondents opined that if IR is appropriately adopted, it will 

enhance the performance and reputation of entities. 
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Table  4:  Perceptions of holistic reporting of corporate  activities 

S/N Items Strongly 

Agreed 

Agreed Neutral Disagreed Strongly 

disagreed 

1 Reporting of non-financial and financial activities of business entity is 

favourable to stakeholders 

39 

(65%) 

19 

(31.7%) 

2 

(3.3%) 

Nil Nil 

2 Stakeholders will prefer and benefit from a report that reveals all 

financial and non-financial of an organisation. 

38 

(63.3%) 

21 

(35%) 

1 

(1.7)% 

Nil Nil 

3 A report that reveals only the past performance in the short term is 

beneficial to different stakeholders for viable decision making. 

6 

(10%) 

19 

(31.7%) 

13 

(21.7%) 

21 

(35%) 

1 

(1.7%) 

4 A report that reveals the past financial performance, environmental 

performance, and the future value creation process of capital employed 

in an organisation will help better position the stakeholders. 

34 

(56.7%) 

24 

(40%) 

1 

(1.7%) 

1 

(1.7%) 

Nil 

5 Integrated Reporting, if appropriately adopted, will enhance the 

performance and increase the reputation of entities 

26 

(43.3%) 

27 

(45%) 

7 

(11.7%) 

Nil Nil 

 Response N = 60      

 
4.1.3  Perceptions of users of integrated financial reporting 

Table 5 shows that 50% of the respondents agreed to understand formal financial statements without including 

non-financial information. 6.7% strongly agreed, 21.7% were neutral, 20% disagreed, and 1.7% strongly 

disagreed. Also that 33.3% of the respondents disagree that financial statements prepared without any non-

financial information satisfy their investment decisions. 35% were neutral, 25% agreed, and the remaining 6.7% 

strongly disagreed. However, 75%  of the respondents disagreed and were neutral to the opinion. 

 

Further, 60% of the respondents disagreed that the inclusion of information that is non-financial such as 

environmental performance and the future value of companies, will not affect their decision beyond the effect of 

financial information in conventional financial statements. 20% were neutral, and 20% agreed to the idea. 

Therefore, most of the respondents opined that including non-financial information affected their decision beyond 

traditional financial statements. Finally, 38.3% of the respondents agreed that the reputation and performance of 

any company might not go beyond that revealed in the financial reports, even with the additional information 

regarding the past, present and future in non-financial terms. In comparison, 36.6% disagreed 25% were neutral. 

Therefore, most of the respondents believed that additional relevant information positively affected companies' 

performance and reputation. 

 
Table 5: Perceptions of users of Integrated Financial Reporting 

SN Items Strongly 

Agreed 

Agreed Neutral Disagreed Strongly 

disagreed 

1 From my experience, I understand financial 

statements prepared and explained as usual 

without the inclusion of any non-financial 

information 

4 

(6.7%) 

30 

(50%) 

13 

(21.7%) 

12 

(20%) 

1 

(1.7%) 

2 Financial statements prepared and explained as 

usual without any non-financial information 

satisfy my investment decisions. 

Nil 15 

(25%) 

21 

(35%) 

20 

(33.3%) 

4 

(6.7%) 

3 Inclusion of any information about 

environmental performance and future value of 

companies will not affect my decisions beyond 

the effect of financial information in 

conventional financial statements 

Nil 12 

(20%) 

12 

(20%) 

30 

(50%) 

6 

(10%) 

4 The reputation and performance of any 

company may not go beyond that revealed in 

financial statements, even with additional 

information about the past, present and future 

in non-financial terms 

6 

(10%) 

17 

(28.3%) 

15  

(25%) 

17 

(28.3%) 

5 

(8.3%) 

 Response N = 60      

 
4.1.4  Perceptions on Integrated Reporting and Stakeholders' information gap 

Table 6 indicated that 41.7% agreed that traditional financial statement has a loophole of not meeting the 

stakeholders' information need for focusing on the past and not futuristic, and 26.7% strongly agreed, thereby 

bringing the total respondents that agreed with the statement to about 68.4%. The table also revealed that 36.7% 

of the respondents disagreed that traditional reporting is technical and not easy to understand by the stakeholders. 

However, most of the respondents (43.3%) supported the opinion. 95% of the respondents opined that IR could 



 

Proceedings of the 3rd ICAN-MALAYSIA International Conference on Accounting and Finance (ICAF-IMDS 2021) 

24-25 March 202: UUM, Sintok, Kedah, Malaysia 

39 

improve stakeholders' understandability.  The result also showed that 3.3% of the respondents were neutral while 

1.7% disagreed. While 98.4 % of the respondents opined that IR would meet the information need of the investors 

and the users, 1.7% of the respondents were neutral. Most respondents (95%) agreed that IR would improve 

communication with the external stakeholders, while 3.3% were neutral, 1.7% disagreed. Finally, 91.7% of the 

respondents agreed that IR would bridge the information gap of stakeholders due to its holistic nature of reporting. 

In comparison, 3.3% were neutral, and 5% disagreed. 

 
Table 6 Perceptions on Integrated Reporting and Stakeholders' information gap 

SN Items Strongly 

Agreed 

Agreed Neutral Disagreed Strongly 

disagreed 

1 Traditional financial reporting has a loophole of 

not meeting the stakeholders' information need 

for focusing on the past and not futuristic. 

16 

(26.7%) 

25 

(41.7%) 

15 

(25%) 

4 

(6.7%) 

Nil 

2 Traditional reporting is technical and difficult to 

understand by the stakeholders. 

6 

(10%) 

20 

(33.3%) 

12 

(20%) 

21 

(35%) 

1 

(1.7%) 

3 IR will improve the stakeholders’ 

understandability. 

26 

(43.3%) 

31 

(51.7%) 

2 

(3.3%) 

1 

(1.7%) 

Nil 

4 Integrated reporting (IR) will meet the 

information need of investors and users of 

financial reporting 

28 

(46.7%) 

31 

(51.7%) 

1 

(1.7%) 

Nil Nil 

5 IR will improve communication with external 

stakeholders. 

32 

(53.3%) 

25 

(41.7%) 

2 

(3.3%) 

1 

(1.7%) 

Nil 

6 Integrated reporting will bridge the information 

gap of stakeholders due to its holistic nature of 

reporting. 

22 

(36.7%) 

33 

(55%) 

2 

(3.3%) 

3 

(%) 

Nil 

 Response N = 60      

 
4.1.5 Perceptions of adopting integrated reporting in Nigeria 

Table 7 reveals that 43.3% of the respondents strongly agreed that effective use of technology would be necessary 

for proper implementation of IR in Nigeria, and 38.3% agreed; thereby, the total of respondents that agreed was 

81.6%, 18.3%% were neutral.  53.3% of the respondents strongly agreed that there is a need for practical training 

to create awareness on IR, and 38.3% agreed as well, bringing the total respondents that agreed with the opinion 

to 91.6%.  Similarly, 33.3% strongly agreed that the adoption of IR should be mandated in Nigeria for uniformity, 

comparability and enhancement of corporate reporting, and 48.3% agreed with the statement. In total, 81.6% 

agreed. Also, 43.4% of the respondents agreed that the adoption of IR should be voluntary based on the entity's 

peculiarity. However, 56.7% of the respondents disagreed (31.7%) and were neutral (25%) with the opinion. 

 

Further, 53.3 % of the respondents agreed that the adoption of IR should apply to all entities, both listed, non-

listed and SMEs. The table also disclosed that in total, 51.7% of the respondents agreed that the adoption of IR 

should only be mandated to listed companies, while 18.3% of the respondents were neutral; a total of 31% 

disagreed with the opinion. Finally, a total of 91.7% of the respondents agreed that there should be regulatory 

guidelines or standards on IR to enhance comparability. 

 
Table 7 Perceptions of adopting integrated reporting in Nigeria 

SN Items Strongly 

Agreed 

Agreed Neutral Disagreed Strongly 

disagreed 

1 Effective technology will be necessary for 

the proper implementation of Integrated 

Reporting. 

26 

(43.3%) 

23 

(38.3%) 

11 

(18.3%) 

Nil Nil 

2 There is a need for an effective training to 

create awareness on Integrated Reporting. 

32 

(53.3%) 

23 

(38.3%) 

3 

(5%) 

2 

(3.3%) 

Nil 

3 Adoption of Integrated Reporting should be 

mandated in Nigeria for uniformity, 

comparability and enhanced corporate 

reporting. 

20 

(33.3%) 

29 

(48.3%) 

9 

(15%) 

2 

(3.3%) 

Nil 

4 The adoption of Integrated Reporting should 

be voluntary based on entity’s peculiarity. 

4 

(6.7%) 

22 

(36.7%) 

15 

(25%) 

18 

(30%) 

1 

(1.7%) 

5 The adoption of IR should be applicable to 

all entities both listed, non-listed, SMEs etc. 

9 

(15%) 

23 

(38.3%) 

12 

(20%) 

16 

(26.7%) 

Nil 

6 The adoption of IR should only be mandated 

to listed companies. 

12 

(20%) 

19 

(31.7%) 

11 

(18.3%) 

16 

(26.7%) 

2 

(3.3%) 

7 There should be regulatory guidelines or 

standards on IR to enhance comparability 

27 

(45%) 

28 

(46.7%) 

4 

(6.7%) 

1 

(1.7%) 

Nil 

 Response N = 60      

 

4.1.6  Respondents' Demography  
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Table 8 reveals that 55% of the respondents were males while 45% were female. Mostly, the respondents were in 

the age bracket of 20-30 years (53.3%) which are active age brackets, while those 31-40 years were 15% and 41-

50 were 13.3%, respectively. However, the respondents in the age bracket of 50 and above were 18.3%. The table 

also reveals that most respondents were married, which constituted 53.3%, while single respondents were 46.7%. 

The level of education of those who went to tertiary institutions is 61.7%, while professionals were 38.3%. 28.3% 

of the respondents were accounting students, from final year accounting students to PhD accounting students. In 

comparison, 41.7% were professionals, those in charge of preparing and presenting financial statements. On the 

other hand, 15% were business owners' financial statement users, and the remaining 15% were academia. 

 
Table 8 Respondents' Demography 

Variables Characteristics N (%) Total 

Gender Female 27 (45%)  

Male 33 (55%) 60 

Age 20-30 32 (53.3%)  

31-40 9 (15%)  

41-50 8 (13.3%)  

50 & above 11 (18.3%) 60 

Marital status Married 28 (46.7%)  

Single 32 (53.3%) 60 

Level of education Tertiary 37 (61.7%)  

Professional 23 (38.3%) 60 

Occupation Students 17 (28.3%)  

Professionals 25 (41.7%)  

Business owners 9  (15%)  

Academia 9 (15%) 60 

 

4.2 Inferential Statistics - Correlation Analysis 

 

Table 9 Correlation Analysis 

 

The results of the correlation analysis in Table 9 shows that the reporting non-financial and financial information 

is favourable to stakeholders as they will benefit when IR is adopted, which will enable the stakeholders to have 

an overview of the entity, thereby enhancing reduction of information asymmetry with Pearson correlation 

significance of r = 0.652, p = 0.000 < 0.01. The correlation table also reveals that integrated reporting will improve 

 
Level of 

Knowledge 

Reporting of non-financial and 

financial activities of an entity 

is favourable to stakeholders 

Stakeholders will prefer and benefit 

from a report that reveals all 

financial and non-financial activities 

of an organisation. 

Level of Knowledge Pearson 

Correlation 

1 .080 .216 

Sig. (2-tailed)   .542 .097 

N 60 60 60 

Reporting of financial and non-

financial activities of an entity 

is favourable to stakeholders 

Pearson 

Correlation 

.080 1 .652** 

Sig. (2-tailed) .542   .000 

N 60 60 60 

Stakeholders will prefer and 

benefit from a report that 

reveals all financial and non-

financial of an organisation. 

Pearson 

Correlation 

.216 .652** 1 

Sig. (2-tailed) .097 .000   

N 60 60 60 

IR will improve 

communication with external 

stakeholders. 

Pearson 

Correlation 

.274* .363** .435** 

Sig. (2-tailed) .034 .004 .001 

N 60 60 60 

Integrated reporting will bridge 

the information gap of 

stakeholders due to its holistic 

nature of reporting. 

Pearson 

Correlation 

.235 .220 .320* 

Sig. (2-tailed) .071 .091 .013 

N 60 60 60 

Integrated reporting (IR) will 

improve stakeholders’ 

understandability. 

Pearson 

Correlation 

.285* .117 .174 

Sig. (2-tailed) .027 .375 .182 

N 60 60 60 

Integrated reporting (IR) will 

meet the information need of 

investors and users of financial 

reporting 

Pearson 

Correlation 

.372** .077 .324* 

Sig. (2-tailed) .003 .558 .012 

N 60 60 60 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 
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communication with the stakeholders with correlation coefficients r = 0.274, p = 0.034 < 0.05, r = 0.363, p = 0.004 

< 0.01 and r = 0.435, p = 0.001 < 0.01. Depicting that adopting integrated reporting will serve as a better means 

of communicating with the stakeholders, especially external stakeholders. The result also indicates that integrated 

reporting will bridge the information gap of stakeholders due to its holistic nature of reporting with correlation 

coefficient r = 0.320, p = 0.013 < 0.05 suggesting that IR will ensure that several relevant information available 

to stakeholders is presented better since information is paramount for the decision environment. The correlation 

also revealed that IR will improve stakeholders’ understandability with r = 0.285, p = 0.027 < 0.05. Finally, the 

result revealed that IR will meet the information need of both the investors and users of financial reporting with r 

= 0.372, p = 0.003 < 0.01 and r = 0.324, p = 0. 012 < 0.05. 

 
4.3 Inferential Statistics – One-way ANOVA 

 

4.3.1  Integrated reporting (IR) will meet the information need of investors and users of financial reporting 

Table 10 above revealed that both the Tukey test and Scheffe of One-way ANOVA analysis are insignificant, 

meaning that no significant difference exists in the stakeholders' perspective and the users of financial reporting 

regarding the holistic view of IR in bridging the information gap IR f stakeholders. 

 
Table 10 Integrated reporting (IR) will meet the information need of investors and users of financial reporting 

 Integrated reporting will bridge the 

information gap of stakeholders due to 

its holistic nature of reporting. 

N Subset for alpha = 0.05 

1 2 

Tukey HSDa,b Neutral 2 4.00  

Agreed 33 4.21 4.21 

Disagreed 3 4.33 4.33 

Strongly Agreed 22  4.86 

Sig.  .674 .135 

Scheffea,b Neutral 2 4.00  

Agreed 33 4.21 4.21 

Disagreed 3 4.33 4.33 

Strongly Agreed 22  4.86 

Sig.  .737 .195 

Means for groups in homogeneous subsets are displayed. 

a. Uses Harmonic Mean Sample Size = 4.400. 

b. The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error levels are not guaranteed. 

 

 

4.3.2 Adoption of integrated reporting should be mandated in Nigeria for uniformity, comparability and enhanced 

corporate reporting 

Table 11 revealed that the One-way ANOVA  Post-hoc comparisons test conducted using both Scheffe and Tukey 

test indicated insignificant results and concluded that no significant difference exists in the stakeholders' 

perspective on the mandatory adoption of IR for uniformity comparability and enhanced performance corporate 

reporting. 

 
Table 11 Adoption of integrated reporting should be mandated in Nigeria for uniformity, comparability and enhanced corporate reporting 

 Integrated reporting will bridge the information gap of 

stakeholders as a result of its holistic nature of reporting 

N Subset for alpha = 0.05 

1 

Tukey HSDa,b Agreed 33 3.97 

Disagreed 3 4.00 

Neutral 2 4.00 

Strongly Agreed 22 4.36 

Sig.  .877 

Scheffea,b Agreed 33 3.97 

Disagreed 3 4.00 

Neutral 2 4.00 

Strongly Agreed 22 4.36 

Sig.  .905 

Means for groups in homogeneous subsets are displayed. 

a. Uses Harmonic Mean Sample Size = 4.400. 

b. The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error levels are not guaranteed. 
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5. SUMMARY, RECOMMENDATION AND CONCLUSIONS 

 

The study revealed that integrated reporting is yet to be a generally helpful and acceptable guide of corporate 

reporting in Nigeria as few of the respondents had little knowledge of the subject matter. The study also reveals 

that IR adoption will be favourable to various stakeholders. The reason is that it makes relevant information such 

as the financial performance, environmental performance and value creation process in a holistic form necessary 

for viable decisions available to the stakeholders and make even entities to be in a better position for enhanced 

performance due to stakeholders' confidence in the report which can enhance a long term reputation. The study's 

outcome also revealed that the majority of the stakeholders did not understand the traditional financial reporting 

language and the fact that it does not satisfy the need of stakeholders. However, IR adoption will hence 

stakeholders' knowledge of financial reporting, thereby bridging the information gap of the stakeholders emanated 

from the evolving economic environment and enhancing effective communication with the stakeholders. The 

outcome of this study reveals many benefits embedded in the adoption of IR to companies and stakeholders. 

However, to establish a successful and effective implementation of IR as in South Africa, there is a need for 

training at various organisations. Especially the preparer of the financial reporting should be placed at the 

centrepiece of the training to enhance the practical applicability of IR. Organisations should ensure that effective 

technology is in place for better implementation of IR. Finally, the adoption of IR should be mandated to all 

companies, especially the listed companies and effectively regulated for uniformity, comparability and enhanced 

corporate reporting.  
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Abstract   

 

This paper examines whether dividend payout, profitability, tax rate and size influence earnings management. The 

study's sample consists of the fourteen Nigerian listed deposit money banks for the 2010-2019 financial year-end 

whose annual reports remain the source for data extraction. Based on the Ordinary Least Square (OLS) estimation 

technique, the study's findings reveal that dividend payout, size, profitability, and tax rate affect earnings 

management of deposit banks. Based on the empirical results, the study concludes that banks can manipulate profit 

to pay less tax and pay dividends despite its liquidity problems and substantial non-performing loans. The study 

recommends the sustainability of CBN policy on liquidity position and thresholds regarding dividend payment. 

 

Keywords: Earnings management, size, dividend payout, profitability, the tax rate 

 

 

1. INTRODUCTION  

 

The financial scandals that rocked the UK and the USA in the early 21st century have brought about a significant 

awareness of the need for more transparency and credibility of financial information. Earnings management, 

which has always been a phenomenon at the core of these scandals, has received considerable attention in 

accounting literature because it has been a consistent cause of concern among practitioners and regulators and has 

become one of the most critical challenges confronting corporate governance mechanisms in trying to resolve the 

negative impact of earnings management on financial reporting. The practice of earnings management involves 

altering figures being reported through judgmental discretions as allowed by the Generally Accepted Accounting 

Principle (GAAP) to mislead the users into believing what is not valid in respect of the earnings' figures and hence 

influence contractual outcomes which depend on the reported earnings (Okolie, 2014).  

 

Dividend policy is one of the significant corporate financial decisions that significantly impact the shareholders 

and the behaviour of the management because shareholders are interested in dividends. Still, managers prefer to 

retain earnings to maintain higher control over the firm's resources. The dividend is a reward to the residual owners 

of the business in the form of return on investment to shareholders. The most crucial aspect of dividend policy is 

determining the portion of earnings distributable to shareholders and the amount to be retained (Aminu, 2006) 

because of financial and investment decisions (Abor & Bokpin, 2010). Over the years, the Nigerian banking sector 

faced a dwindling dividend payout and sometimes zero dividends. Some banks could not declare dividends due 

to inconsistent financial performance and changes in ownership structure. 

 

Meanwhile, those banks paying dividends struggle to impress their shareholders and attract investors. Due to the 

inconsistent payment of dividends that could reflect some negative image of the banks, the Central Bank of Nigeria 

was very keen to provide a way out, among which is to protect the banks' idea and provision of protection for the 

stakeholders. That is why the CBN, under the leadership of Sanusi Lamido Sanusi, in a circular sent to lenders 

and discount houses, stated that the amount banks could pay as dividends would depend on their capital levels, 

statutory reserve requirements, the proportion of non-performing loans (Sanusi, 2010).  
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In deciding firms' dividend payout, a ratio that is, what to pay and what to reinvest, managers must consider certain 

factors. Akujuobi (2010) perceived that corporate dividend decision is interested in prorating periodic profit after 

tax between retained earnings and dividends. Such a decision is usually a function of many factors. Van Horne 

(1977) sees these factors: needs for ownership control, liquidity status of the firm, legal consideration, investment 

opportunities, access to the capital market, repayment period of debt, and cost of raising additional capital. 

However, the interaction amongst these factors is paramount in corporate dividend decisions. Supplementing the 

above are corporate profitability, leverage, size and liquidity, amongst others. For this study, four characteristics, 

namely dividend payout, size, profitability and tax rate, are of interest. The research question raised in this study 

is to determine the relationship between bank size, profitability, dividend payout and earnings management of 

deposit money banks in Nigeria.  

 

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT 

 

2.1  Conceptual framework 

 

The term dividend is from the Latin word "dividend", which means "thing to be divided". According to Davies & 

Pin (2002), a dividend is payable to shareholders from declared profits. Usually, dividend payout is in cash and 

distributes stock dividends, whereby shareholders receive additional shares. Hussany and Mouselli (2010) also 

define dividend distribution of profit to shareholders and business as re-investment. The dividend is not just a 

source of income for shareholders. However, it acts as an indicator to judge the firm's performance (Al-Malkawi, 

Raffery & Pillai, 2010). Earnings management, on the other hand, is a purposeful intervention in the external 

financial reporting process, with the intent of obtaining desired levels of earnings by taking deliberate steps within 

the constraint of generally accepted accounting principles to bring about the desired level of reported earnings 

(Davidson, Stickney & Weil, 1987). Bank manage earnings to reduce the variations in the earnings over a period, 

thus maintaining consistency in the firm's earnings. It is possible to manage earnings first, by altering the 

discretionary accruals and secondly by manipulating actual operating activities such as providing discounts to 

temporarily increase sales, overproducing to report the lower cost of goods and reducing discretionary expenses 

like Research and Development advertisement expenditure (Zhang, 2012). 

 

Given the above discussion, the theoretical frameworks underpinning dividend payout studies are Signalling and 

Agency theories. Signalling theory refers to the agents sending information to the principal to create a credible 

relationship. Managers have more first-hand information about the firm than firm investors do. However, they are 

always reluctant to provide transparent information to the shareholders. The dividend policy is for information 

purposes. It acts as a signal for future solid projection proficiency. Miller and Rock (1985), Li and Zhao (2008) 

argued that dividend policy plays a leading role because it conveys the firm's value to the shareholders. Along 

with dividends, institutional shareholders can also be viewed as more powerful signalling because they are more 

influential in readily monitoring the firms' performance (Zeckhaiiser & Pound, 1990). 

 

According to the information content of dividends or signalling theory, firms may pay dividends to signal their 

prospects despite the distortion of investment decisions to capital gains (Amidu, 2007). The intuition underlying 

this argument is consistent with the view of information asymmetry between managers (insiders) and outside 

investors, where managers have private information about the current and future fortunes of the firm that is not 

available to outsiders.  This study also adopts agency theory due to its relevance in resolving agency conflict 

between managers and shareholders.  The adoption of agency theory is consistent with empirical evidence in the 

studies conducted by several scholars on ownership structure. The dividend policy of the capital market in Nigeria 

and patterns of Nigeria's companies captures the key postulations of agency theory which serves as the basis for 

the adoption. 

 

2.2 Hypotheses development  

 

The study of Farinha and Moreira (2007) presents direct empirical evidence supporting the hypothesis that 

dividends play an essential role in conveying information on companies' level of earnings management. Trienvinh 

and Tranghuyen (2017) find that companies tend to pay higher dividends when profits increase. Ehsan, Tabassum, 

Akram and Nasir (2013), using 100 non-financial firms listed Karachi Stock Exchange between the periods of 

2007 to 2011, report that profitability is significant and positively related to dividend payout. Uwuigbe (2013) 

examines the effects of ownership structure and financial leverage on firms operating in Nigeria using judgmental 

sampling techniques. Findings reveal a significant negative relationship between financial leverages and firms' 

dividend payout. Some studies by Alhadab, and Al-Own (2017), Kothari, Mizik and Roychowdhury (2016), 

Cohen and Zarowin (2010) evidenced that low-profit influences earnings management.  
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Kowalewski, Stetsyuk and Talavere (2007) explore the determinants of the dividend policy in Poland, and their 

results suggest that large and more profitable companies have a higher dividend payout ratio. Al-Malkawi (2007) 

explores the determinant of corporate dividend policy in Jordan for twelve (12) years from 1989 to 2000 and 

demonstrates that profitability is one of the strongest determinants of dividend payout ratio of firms consistent 

with the signalling theory. Ehikioya's (2015) findings revealed a significant positive impact of dividend payout 

on the performance of firms, measured as return on the assets and return on equity. With lower information 

asymmetry, dividend policy determines earnings management (Nguyen & Bui, 2019; He, Lilian, Zaiat, & Zang, 

2012).  However, the studies of Ajide and Aderemi (2014), Aurangzeb and Dilawer (2012), and Savov (2006) 

show that dividend payout does not influence earning management. Uwuigbe, Jafaru and Ajayi (2012) investigate 

the relationship between the financial performance and dividend payout among listed firms in Nigeria. It also 

looked at the relationship between ownership structure, size of firms and the dividend payout.  Uwuigbe (2013) 

investigates the determinants of dividend policy in the Nigerian Stock Exchange markets and reports a significant 

positive relationship and impact between firm size and the dividend payout ratio of listed firms in Nigeria. The 

findings of Jahmani and  Niranjan (2015) reveal that a firm's size relates significantly to earnings management. 

Specifically, Aini, Takiah, Pourjalali, and Teruya (2006) demonstrate that larger firms have more interest in 

managing earnings.  

 

3. METHODOLOGY  

 

3.1  Data Sources 

 

The study utilises the fourteen listed deposit money banks on the Nigerian stock exchange on 31 December 2019. 

In addition, the research is a post-positivism paradigm that relies on secondary financial and market data available 

in stock exchange fact book and annual reports of the banks for ten years periods 2010-2019. 

 

3.2  Specification of the Model 

 

This study adopted Ben Othman and Mersni's (2014) model and estimated the model using ordinary least square 

regression. The model specification is as follows: 

 

 LLPit = β0 + β1NPLit-1 + β2∆NPLit + β3∆TL + ԑit 

 

Where:  

 

LLPit     = total loan loss provision LLP for bank i at the year t, deflated by beginning loans. 

 NPLit-1   = the beginning balance of the non-performing loan for bank i at the year t deflated beginning loans.     

∆NPLit   = change in the value of the non-performing loan for bank i at the year t, deflated by beginning loans.      

∆TL      =     change in the value of the total loan, for bank i at the year t, deflated by beginning loans 

  ԑit      =   the absolute residual of the Discretionary loan loss provision DLLP used to measure EM.  

 
Table 1: Variables Measurement 

 Definitions  Measurements 

EM Earnings Management  Absolute value of Residual (Ben Othman & Mersni, 2014) 

DP Dividend Payout The ratio of total dividend payment to total profit after tax (Kuzucu, 2015) 

PR Profitability  The ratio of profit before tax & interest to total assets (Sheikh, Rafique & Abbas, 2016) 

SZ Size The natural logarithms of total asset value (Gusni, 2016) 

TR Tax Rate The ratio of current year tax to profit before tax (Arif & Akbar, 2013, Lin, Thaker & 

Khaliq, 2018) 

 

4.  RESULT PRESENTATION 

 

4.1 Descriptive statistics 

 

Table 2 present the result of the summary statistics of the explanatory variables. The earnings management (EM) 

minimum is -0.4746 and a maximum of 5.0400, while the average is 0.5049. The result indicates that these banks' 

average earnings management (EM) is 5%. Dividend payout (DP) has an average of 0.3581, ranging from the 

extreme values of 0.7209 to 6.729 as the maximum. The result implies that while some banks pay less than N1 to 

their shareholders at a particular year, others could pay N6 in a specific year. The standard deviation of 

profitability of the sample banks stands as 0.2677, followed by minimum and maximum values of -0.1068 and 

0.0656, respectively. 
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Similarly, size (SZ) has an average value of 20.9354 with a standard deviation of 0.9105 and minimum and 

maximum values of 18.8300 and 22.8300. Tax rate (TR) recorded an average value of 0.1512, a standard deviation 

of 0.2151 and minimum and maximum values of 1.0016 and 0.8142, respectively. This result indicated that, on 

average, the total value of tax rate (TR) paid by the sample firms is 15%. 

 
Table 2: Descriptive Statistics 

Variables Min Max Mean Std. Dev 

EM -0.4746 5.0400 0.5049 0.5295 

SZ 18.8300 22.8300 20.9354 0.9105 

PR -0.1068 0.0656 0.0136 0.2677 

DP 0.7209 6.0729 0.3581 0.7920 

TR -1.0016 0.8142 0.1512 0.2151 

 
4.2  Regression result  

 

The diagnostic test result of multicollinearity reported in Table 3 shows the mean VIF of 3.5700 and VIFs are 

consistently less than 10 and tolerance value less than 1, implying that multicollinearity is not a problem (Cassey 

& Anderson, 1999). However, the result obtained from the heteroscedasticity test is not significant from the 

probability value of 0.7027, suggesting that the variance of the residuals is equal over a range of measured values. 

In the choice of panel model, the study conducts the Hausman specification test. The test shows a  probability 

value < 0.05, suggesting the use and subsequent adoption of the fixed-effect model over the random effect. The 

cumulative R2  is 0.4853. The multiple coefficients of determination give the proportion or percentage of the total 

variation in the dependent variable as explained by the independent variables jointly. Hence, it signifies that size, 

profitability, dividend payout and tax rate collectively caused 49% of the total variation in earnings management 

(EM) of listed deposit money banks (DMBs) in Nigerian. This result further indicates that the model is fit. The 

Fisher's statistics (F-statistics) of 131.8900, which is significant at 1%, suggests that the firm-specific 

characteristics model is appropriate. In addition, it also implies that for any change in firm-specific characteristics 

variables used in this study, the earnings management of these DMBs will be directly affected. The probability 

value of (0.000) of the F-statistics, which is significant at 1%, implies a 99.9 per cent likelihood that the association 

among variables is not due to mere chance.  

 

In Table 3, the regression result reveals that the t-value of profitability (PR) is -6.9500 and a coefficient beta value 

of -1.1340 with a significant p-value of 0.000, which indicate that for every 1% increase in the proportion of 

profitability of listed deposit money banks (DMBs), the earnings management will reduce by 1kobo which is 

negligible. The findings from this result serve as sufficient evidence to reject hypothesis two of this study which 

states that profitability is not significantly related to earnings management. The conclusion does not support the 

studies of Ardekani, Nejat and Hashemijo (2012) and De Angelo and Skinner (1994). The result also shows that 

the t-value for size (SZ) is 7.800 with a coefficient value of 0.1428, and it is statistically significant at a 1% level; 

this implies that for every 1% increase in the size as represented by the natural log of total asset of DMBs listed 

in Nigeria, the earnings management (EM) will also increase significantly by 0.1428. The result is not surprising 

because loans (facility) represents a significant proportion of a bank's asset, which is the main channel of earnings 

management.  

 

However, this finding serves as evidence of rejecting hypothesis one of the study, which states that size is not 

significantly related to earnings management. This finding is different from Gu, Lee, and Rosett (2005), which 

evidenced that size of a firm does not attract earnings management. The regression result reveals that the dividend 

payout (DP) t-value is -2.1800 with a regression coefficient of -0.1425, statistically significant at a 5% level, 

suggesting that dividend payout has a significant effect on the earnings management (EM) of listed deposit money 

banks (DMBs) in Nigeria. This finding gives reject the third hypothesis of this study. It does not support the 

conclusions of Ajide and Aderemi (2014), Aurangzeb and Dilawer (2012), Savov (2006) evidenced that dividend 

payout does not influence earning management.  In addition, the t-value of the tax rate (TR) reveals is -3.0500 

with a beta value of -0.5092; this signifies that tax rate is another factor that influences earnings management 

(EM) of deposit money banks listed in Nigeria consistent with the study priory expectations that tax rate influences 

manager's opportunistic tendencies. Hence, this finding provides sufficient reasons for rejecting the fourth 

hypothesis and supports the findings of Edelstein et al. (2009) that tax rate influences earnings management by 

companies manipulating profit to pay less tax. 
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Table 3: Regression result 

Variables Coefficient T-Values P-Values 

PR -1.1340 -6.9500 0.0000 

SZ 0.1428 7.8800 0.0000 

DP -0.1425 -2.1800 0.0310 

TR -0.5092 -3.0500 0.0030 

Constant -1.9052 -5.9000 0.0000 

R2 
  

0.4853 

F-Sta 
  

131.89 

F-Sig 
  

0.0000 

Mean VIF 
  

3.5700 

Heteest 
  

0.1500 

Het-Sig 
  

0.7027 

Hausman 
  

33.4800 

Hausman-Sig     0.0000 

 
5. CONCLUSION AND RECOMMENDATIONS  

 

While the impact of earnings quality on dividend policy of firm performance and value has been analysed in 

several cross-sectional and time-series studies in both developed and developing economies, little is known about 

the impact of earnings management on dividend policy of the listed deposit money banks in Nigeria in isolation. 

This study fills the gap for this sector in Nigeria. The study utilises four variables; size, profitability, dividend 

payout and tax rate, which the agency and signalling theories have always emphasised. This study rejects all the 

four null formulated hypotheses meaning that they are all significantly related to earnings management of listed 

deposit money banks in Nigeria. In line with the empirical findings, this study profers the following 

recommendations. Accounting standard setters/ regulators should consider reducing the range of accounting 

choices allowed for the same economic transaction. Reducing the scope of accounting choices would effectively 

reduce the opportunities of creative accounting in the area of choice of accounting methods. In addition, 

accounting regulators should reduce the extent allowed for subjective evaluation. Abuse of judgment, creative 

presentation of financial numbers, and dishonest estimates can be curbed by drafting rules that minimise judgment 

and specifically requiring auditors to play a critical role in identifying fraudulent estimates. Standard setters should 

also consider abolishing the category of 'extraordinary items' in the profit and loss account. In the UK, the 

Accounting Standards Board (ASB), in response to UK company accountants' tendency to use the 'extraordinary 

items' part of the profit and loss account for items they wished to avoid included in operating profit, abolished it. 

 

Nigerian listed deposit money banks should encourage institutions to acquire their shares to monitor their 

activities. Finally, banks should reduce the rate of debt as it lowers the quantum of its dividend payout. Betters 

still, listed deposit money banks should source funds cheaper. This will help increase their profit margin, 

eventually translating into a dividend. 
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Abstract   

 

This paper examines the impact of green accounting on the financial performance of companies in Nigeria. Based 

on the data extracted from the annual reports of two natural resources companies listed on the Nigerian stock 

exchange for five years (2015- 2019) analysed using ordinary least square (OLS) regression, this study finds that 

environmental accounting (environmental conservation cost) has a significant effect on the financial performance 

of natural resources companies. The paper concluded that proper reporting of green accounting could affect the 

financial performance of companies. 

 

Keywords: Green accounting, business health, financial performance 

 

 

1. INTRODUCTION  

 

Business organisations operate in a society where fulfilling economic, social, and environmental concerns is 

paramount to their functions, roles and responsibilities. Since natural resources such as water, land, energy, and 

so many more are the pillars of an economy, an economy cannot be productive without these resources. However, 

resources have depleted, and the excessive use of these resources has environmental impacts such as climate 

change, ozone layer depletion, global warming, hence the need for sustainable accounting and reporting. 

Organisations' ecological impacts attract severe concern from the public, media, competitors, government, and 

other stakeholders. With the reinforcement of environmental guidelines and the surge in environmental awareness 

of individuals in recent years, corporations are duty-bound to spend large sums of money on ecological costs 

through measures such as obtaining ISO14001certification, investing in environmental tools and developing 

environmentally friendly products (Nakao et al., 2007). The Brundtland Commission in 1987 buttressed the 

significance of sustainable development and emphasis the idea of meeting the desires of the present generation 

without compromising the ability of future generations to meet their desires (Brundtland, 1987). The Brundtland 

Commission report implies that Government, Companies and all stakeholders should adequately manage available 

and limited resources to cut waste. Government, companies and other stakeholders need to ensure that both 

financial and environmental matters are considered when making business decisions to improve companies' 

financial performances and not the environmental performance of companies. 

 

In recent years, organisations in industrialised nations have embraced improving the environmental performance 

of their organisations due to the vested interest of their stakeholders and other concerned parties. Many 

stakeholders such as governments, employees, investors, shareholders, and the community are more conscious 

about environmental issues, corporate environmental management, and companies' actions on the environment, 

which directly or indirectly influences the financial performance of firms (Iwata and Okada, 2011). Increasing 
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consciousness of environmental problems brought about by economic activity has led to more political and social 

demands on firms to lessen their ecological impact (Galdeano-Gómez et al., 2008). Accordingly, managers are to 

report the business's financial performance and corporate sustainability performance, encompassing economic, 

social and environmental functions and roles; this ushered in the evolution of Corporate Social Responsibility 

(CSR). Companies now include green/environmental accounting information in their yearly reports. Reporting 

and accounting for the effect of their activities on the environment is very important for business organisations as 

all stakeholders are concerned about the impact of the organisation's social and environmental performance on the 

financial strength of the organisation (Maama and Appiah, 2019). 

 

2.  LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

 

2.1  Green accounting  

 

Green accounting, also known as Environmental Accounting or Resource Accounting or Integrated Economic and 

Environmental Accounting, has various meanings. According to Han (2012), Green accounting reports on the 

effect of the companies activities on the environment and the otherwise impact of the environment on the business 

in financial and physical terms. In the view of Kumar, Pranitha and Kumar (2017), green accounting measure 

record and disclose the effect of corporate environmental actions on its financial standing using a set of accounting 

systems. Environmental accounting aims to enable companies to achieve sustainable development and pursue 

efficient and effective environmental conservation activities while maintaining a good relationship with the 

company's community. This process aids organisations in identifying the cost of engaging in environmental 

conservation activities, the benefits gained from conservation activities provided in quantifiable means of 

measurement, and support the communication of the evaluation results carried out to the stakeholders. 

Environmental accounting is a subset of accounting that incorporates economic and ecological information 

conducted on a corporate or national level. Environmental accounting has three sub-discipline categories: Global, 

national and corporate environmental accounting. Global environmental accounting deals with energetics, ecology 

and economics on a global level. National environmental accounting deals with economics, energetics and ecology 

on a national (country) level (Adegbie 2020). 

 

2.2 Financial Performance  

 

Performance is a general term applied to a part or all the activities of an organisation over some time, often 

regarding past or projected cost efficiency, management responsibility or accountability or the like. Performance 

indicates a firm's success, conditions, and compliance (Frich Kohlar cited by Trivedi 2010). According to 

Ehioghiren and Eneh (2019), performance is a group of financial and non-financial indicators that provide all 

stakeholders with information on the company's ability to achieve the objectives set out of that financial year. 

Specifically, financial performance (FP) is the process of measuring the results of a firm's policies and operations 

in monetary terms. It measures a firm's overall financial health over a given period and compares similar firms 

across the same industry (Trivedi 2010).  

 

Although there have been no adequate definitions and arguments on the definition of FP, there have been 

disagreements on the best method to measure CFP (Boaventura et al., 2012; Achim and Borlea, 2014). Financial 

performance is usually measured using various means categorised under accounting-based or market-based 

measures (Russo & Fouts, 1997; King & Lenox, 2001). The accounting-based measure reflects companies' 

internal efficiency. It meets the informational needs of managers, while the market-based measure meets the 

informational needs of the investors as the market value better reflects shareholders' wealth than the accounting 

value (Achim and Borlea, 2014). 

 

2.3 Hypothesis development  

 

Ahmad, Waseer, Hussain and Ammara (2018) research the relationship between environmental accounting and 

non-financial firms' performance: an empirical analysis of selected firms listed in Pakistan Stock Exchange, 

Pakistan. Their findings revealed that environmental accounting has a significant association with the performance 

of firms. Ehioghiren and Eneh (2019), using data of insurance companies in Nigeria between 2007-2016, find a 

significant positive relationship between corporate social responsibility accounting and return on capital employed 

and net profit margin; however, earnings per share was negatively significant. Likewise, Nnamani, Onyekwelu 

and Ugwu (2017) research the effect of sustainability accounting and reporting on the financial performance of 

firms in the Nigerian brewery sector. The study revealed that sustainability reporting has a positive and significant 

impact on the financial performance of the firms studied.  
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Saman (2019) examined the relationship between environmental accounting and the financial performance of oil 

and gas companies in Nigeria. The research results reveal that the lack of environmental reporting and disclosure 

standards significantly affects the reporting and uniformity of related ecological information in financial 

statements, annual reports, and accounts. The results further revealed that although the financial performance 

variables of ROCE, NPM, EPS, and DPS have a positive relationship with ENVC, the relationship is not 

significant. Oyedokun, Egberioyinemi & Tonademukaila (2019) investigates the effect of environmental 

accounting disclosure on the firm value of Nigeria's industrial goods companies and reports that non-financial 

indicators have a significant positive impact on the firm value while performance indicators have a significant 

negative effect on firm value. In another vein, Nwaimo (2020) studied the impact of environmental cost on 

performances of quoted firms in Sub-Saharan Africa for periods 2007-2016. The results show that waste 

management, community development and employees' health and safety cost has no significant effect on return 

on capital employed, earnings per share and return on equity of quoted firms in Sub Saharan Africa.  

 

3.  RESEARCH METHODOLOGY  

 

3.1 Data collection 

 

Data was collected from the annual reports of 2 natural resources companies, namely Aluminium Extrusion and 

BOC, listed on the Nigerian stock exchange for five years (2015- 2019). These two companies were selected 

based on information on environmental conservation/ protection costs included in the companies' annual reports. 

 

3.2  Model specification 

ECC = β0 + β1ROCE + β2NPM + ε 
 

Where: 

ECC = Environmental Conservation Cost represents Green Accounting, i.e. (air pollution, water pollution, 

recycling, biodiversity, staff welfare cost, community welfare and donations to environmental groups). 

ROCE = Return on Capital Employed 

NPM=  Net Profit Margin 

 
4. DATA ANALYSIS AND INTERPRETATION 

 

4.1 Descriptive statistics  

 

Table 1 shows the descriptive statistics of the variables of the study. The total environmental conservation cost 

(ECC) ranges between  ₦8,344,000 and ₦2,6935,000, while on average, the companies spent  ₦166,238,000 on 

ECC.  The return on capital employed (ROCE) and net profit margin  (NPM) has an average value of 85.16% and 

53.78%, respectively.  
 

Table 1:  Descriptive statistics 

 N Minimum Maximum Mean 

ECC 10 8344000 26935000 16623800. 

ROCE 10 4.76 17.49 8.51 

NPM 10 2.45 12.46 5.38 

Valid N (listwise) 10    

 

4.2 Result of multivariate analysis  
 

The result of the multivariate analysis shows the effect of green accounting measured by environmental 

conservation cost on ROCE. From the coefficient table, the significance value in this study is 0.030, which is 

lower than the cut-off of p < 0.05. Therefore, it signifies a statistically significant relationship between green 

accounting and financial performance. From the table, the R-value is 0.681, when expressed in percentage terms; 

it shows that this model explains 68.1% of the variance in the dependent variable.  

 

5. DISCUSSION OF FINDINGS AND CONCLUSION 

 

The main objective of this paper is to ascertain the degree of the relationship between green accounting and 

financial performance. The study measured the effect of environmental accounting using environmental 

conservation cost (air pollution, water pollution, recycling, biodiversity, staff welfare cost, community welfare 

and donations to environmental groups) on financial performance using return on capital employed (ROCE) and 

net profit margin (NPM). The findings show that environmental conservation cost has a statistically significant 
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impact on the financial performance of natural resources companies in Nigeria. The results reveal that 

environmental accounting impacts the financial performance of companies in Sub-Saharan Africa (Nigeria). The 

study delved into the effect of green accounting on the financial performance of companies in Sub-Saharan Africa 

(Nigeria). The findings revealed that environmental conservation cost measured using (air pollution, water 

pollution, recycling, biodiversity, staff welfare cost, community welfare and donations to environmental groups) 

influence the financial performance of natural resources companies listed on the  Nigerian Stock Exchange 

Market. The researcher recommends that government should make companies report on the impact of their 

activities on the environment in their annual reports. Organizations should endeavour to comply with 

environmental laws and regulations of the country. Companies should produce more environmentally friendly 

products and make use of environmentally friendly technologies. 
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Abstract   

 

At a time in Nigeria when there is a concern for the overwhelming cost of servicing external debt and declining 

revenue from oil, it becomes pertinent for States to use the capital market as a veritable tool for generating the 

much-needed funds to service Capital budget goals. Particularly of concern is the extent to which States in the 

North-Eastern geopolitical zone of Nigeria have participated in the Capital Market. Consequently, this study 

sought to ascertain how the level of knowledge of Capital market operations and confidence bestowed in the 

capital market, which are determinants of participation, differ among decision-makers of state investment 

companies in this region. Given an extensive reliance on primary data gathered from a sample of fifteen 

respondents, two hypotheses were tested using the Kruskal-Wallis test at 4df. In contrast, there was support for 

null hypothesis one, at "H=6.01, 4 d.f., P=0.21", since p<0.05, null hypothesis two was rejected at "H=8.91, 4 d.f., 

P=0.03", since p>0.05. It is recommended that the capital market operators encourage these State investment 

companies to get incorporated into the new windows available.  

 

Keywords: Capital Market, Nigeria, North-Eastern States, Nigeria Stock Exchange 

 

 

1. INTRODUCTION  

 

As an integral part of the financial system in Nigeria, the Capital Market is an organised market mechanism, 

concerned with the effective and efficient transfer of money capital from the investing class to the entrepreneur 

class in both private and public sectors. The Capital Market is controlled by the Nigeria Stock Exchange (NSE) 

in Nigeria. The NSE is regulated by the Securities and Exchange Commission (SEC). The Capital Market provides 

a platform for channelling finance from the surplus sector of an economy to the deficit sector. Sufficient literature 

abounds on the influence of capital market dimensions on different aspects of private sector organisations. Many 

of these studies have provided empirical evidence to suggest that the capital market provides the cheapest source 

of capital for financing business ambitions. In particular, evidence from Nigeria shows that private sector 

corporate entities dominate the activities of the capital market. This may explain why the NSE encourages states 

to participate in the capital market to raise funds needed for infrastructural development. In a report by Egene 

(2019), most of the participating states on the capital market are from the South-Western States and few from the 

North-Central States, with only Yobe State from among the North-Eastern States. 

 

This provides a premise for appraising the intensity of factors that may influence the participation capacity of 

states; of particular concern are states in the country's North-Eastern region. This is because this region has 

suffered some level of economic setback due to the activities of terrorist groups in the region. The activities of the 

terrorist group have been observed to have discouraged investment from within and outside Nigeria. This situation 

will undoubtedly adversely affect the ability of state governments in this region to rely on internally generated 

finances to execute their budgets.  
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In the current era of declining revenue available to the Federal Government and the attending pressure from 

servicing debts, state governments are under pressure to seek alternative means of raising funds. Consequently, 

state governments in North-Eastern Nigeria may be compelled to raise finance from the capital market. Apart 

from relying on the capital market for raising funds, participating in the capital market may also have implications 

for the Gross Domestic Products of the states in North-Eastern Nigeria.  This is because, in the views of Abina 

(2019), the capital market is a strong diver of economic growth.  

 

1.1  Objectives of the study 

 

This study aims to appraise the extent of Capital market participation among states of North-Eastern Nigeria. The 

aim was achieved using the following specific objectives. 

1. Ascertain the level of confidence bestowed in capital market activities by policymakers. 

2. Evaluate the extent to which policymakers are knowledgeable about capital market activities. 

 

2. REVIEW OF LITERATURE 

 

2.1  Capital market operations in Nigeria 

 

The Nigeria capital market, since its inception in 1946 as an organisation for raising funds needed for a ten-year 

plan, has grown from one branch in Lagos (Lagos Stock Exchange now Nigeria Stock Exchange) to several 

branches across the country. As a government entity positioned for providing a platform for raising long term 

finance and investments, it is regulated by the Securities and Exchange Commission. This market, according to 

literature, is divided into primary, where securities are issued for the first time and secondary, where already 

existing securities are resold and bought (SEC, 2016). A glance at SEC records shows that State Bonds, otherwise 

known as Municipal Bonds in Nigeria, have grown steadily from 4 in 2009 to 22 June 2019.  Figures from SEC 

Nigeria Statistical Bulletin (2010) shows that only Yobe State has participated in the Capital Market by issuing 

Municipal bonds in 2002, which expired in 2005. The issue enjoyed a subscription of 81.28%, which was mainly 

used to finance infrastructure in the state.   

 

In addition to dealings in securities, which are bonds and equities, the Nigerian Capital Market offers new products 

comprising of real estate investment trust (REITs), Mortgage-Backed Securities, Asset Backed Securities, 

Exchange Traded Funds, Ethical products, Islamic products, and commodities trading which consists of options 

and trading (Financial System Strategy, 2020).  A notable development in the capital market was the establishment 

of the Abuja Commodity Exchange Market in 2003, which may have been fashioned after the Agricultural 

Commodity Exchange of some other African countries. This was set up to create a broader base for interested 

operators.  

 

2.2 Determinants of capital market participation in Nigeria 

 

Evidence abounds in the literature concerning the relative importance of the Capital Market in achieving 

Economic growth (Ubesie, Nwanekpe & Eilibe, 2020). This suggests that if a country can achieve enhanced 

economic growth via the operations of its capital market, a state that is a subset of a country can equally enhance 

its local economic growth.  By implication, the capital market can energize economic growth if it is well harnessed. 

This is suggestive of a need for states to get involved in activities of the capital market to enhance their Gross 

Domestic Product, which is often used as a measure of economic growth.  

 

According to Ohiaeri (2017), there appears to be an imbalance between foreign and local portfolio investors in 

the Nigerian Capital Market. This situation provides a premise to query local participation in the capital market.  

This is because intensifying the power of the capital market for economic growth; can only be achieved via 

participation. In retrospect, the more the volume of participation on the stock market, the more likely the capital 

market will grow. This may explain the frantic efforts of the Securities and Exchange Commission (SEC) in 

encouraging state governments to enlist state-owned enterprises (Nnorom, 2020). State governments can also raise 

long-term funds from the capital market using state bonds (Briggs, 2015). 

 

According to Acquah-Sam and Salami (2013), the extent of involvement in the capital market is a function of 

public knowledge and public confidence. This suggests that the extent of involvement of state governments by 

way of participation in the capital market will depend upon their knowledge of how the capital market operates 

and the level of confidence that key decision-makers of states have regarding the capital market. Though there 

have been concerns about investor confidence in the capital market of Nigeria, particularly after the 2008 

meltdown (Owolabi, 2020), Government appears to be making frantic efforts to restore investor confidence via 
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the five-point agenda of the Securities and Exchange Commission (Yuguda, 2020). Therefore, it is expected that 

the ability of a state government to appreciate these measures will depend upon their knowledge of capital market 

operations and opportunities. In the view of Dick (2002), this is because the information is the basis of acquiring 

knowledge. 

 

Knowledge can be derived from a level of awareness or understanding of a subject, which may be acquired from 

education, personal experience, or another person's experience; above all, knowledge can be said to be based on 

available information. Consequently, knowing how to benefit from participating in the Capital Market and how 

the capital market works may require some quantum of willpower by the intending participant. Information about 

capital market activities can be obtained from published financial statements, journals, newspapers, bulletins, NSE 

website, SEC website, and professionals.  

It can be deduced from reviewed literature that the level of knowledge and confidence in the capital market's 

operations are the key drivers responsible for observed involvement in the capital market. As such, this study 

tested the following null hypotheses: 

 

2.3 Hypotheses 

 

Ho1: there is no significant variation in knowledge of capital market activities among policymakers in State 

Investment Companies of North-Eastern Nigeria. 

Ho2: there is no significant difference in knowledge in the level of confidence bestowed in capital market activities 

among policymakers in State Investment Companies of North-Eastern States of Nigeria. 

 

3. METHOD 

 

3.1 Design 

 

This study adopts an experimental research design. This design provides a premise for gaining insight into the 

extent to which states of North-Eastern Nigeria are participating in the Capital Market. Furthermore, this research 

design helps to understand the level of participation of Yobe State, which is the only state from North-Eastern 

Nigeria, on the Capital Market. This research design also allows for the use of a small sample size. Though this 

design has been criticized for its poor power of generalization (Cuthil, 2002), it is considered appropriate for this 

study because it helps to lay a foundation for future research into other aspects of enquiry related to the focus of 

this study.  

 

Based on the grounded theory, an exploratory research design has also been acknowledged for its power to provide 

more insight into a research problem (Boru, 2018), which is the essence of this study. When there is an adequate 

understanding of a research problem, it will be easy to proffer workable solutions.   

 

3.2 Population and sample 

 

The population for this study comprised persons charged with policy formulation in State Investment Companies 

among the States that define North-Eastern Nigeria. North-Eastern Nigeria comprises six states, made up of   

Borno, Adamawa, Yobe, Bauchi, Gombe, and Taraba (UNDP, 2017). Out of the total population of six states, 

responses were gathered from five states, comprising Borno, Yobe, Adamawa, Gombe and Taraba.  The primary 

objective of the state investment companies is to provide opportunities for stimulating and promoting investments 

from both public and private entities to accelerate the industrial growth and development of the respective states. 

Across North-Eastern Nigeria, these investment companies go by several nomenclatures such as Investment 

Company Limited and Investment and Property Development Company Limited. 

 

In Borno State, the Borno Investment Company Limited (BICL), a private Limited liability company owned by 

the Borno State government, was incorporated in 1987. It has a broad portfolio of Investments in 26 quoted 

companies and 15 unquoted companies within and outside the state. Investment and Property Development 

Company Limited is replicated in Adamawa, Gombe, Taraba and the Yobe States. These companies listed on the 

Stock Exchange were incorporated in 1990, 1999, 1991 and 1992, respectively. Among these five states, only 

Taraba Investment and Property Development Company Limited and Borno State Investment Company are not 

listed as dealing members of the NSE. However, Adamawa, Gombe and Yobe State Investment and Property 

Development Company Limited are inactive as of 29th January 2021 (http://www.nse.com.ng/dealing-members). 

The operations of these companies are defined by whoever is the Director at any point in time. It is the practice 

of these entities to receive money from the State Government through the office of the State Accountant General. 

The primary objective of allocating such money is to multiply the value of such monies, which are subsequently 
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paid back into the coffers of the State Government. Regarding participating in the Capital Market, these state 

business entities buy equities of quoted companies. Furthermore, except Borno State, all other states are registered 

as dealing members on the Stock Exchange; however, they have all become inactive, with Yobe State reclassified 

as a sub-broker.  

 

In each State-owned Investment Company, three persons in decision-making capacity were sampled using the 

snow balling sampling technique. This method is most appropriate in a study of this nature because of how public 

sector offices are set up—the total sample size used for this study summed up to fifteen respondents. In order to 

preserve the anonymity of the states and the participants, the names of the participating states are presented for 

analysis using Arabic Numeral 1, 2, 3, 4, 5, and 6. In the data analysis, there were no values for Bauchi State, 

which was coded as 6.    

 

3.3 Data  

 

In order to achieve the objectives of this study, primary data was gathered by way of interview and by 

administering a questionnaire. After securing an appointment, the interview was conducted via scheduled 

telephone conversation with the respondents. Owing to the respondents' busy schedules, the phone conversation 

with each respondent lasted five minutes each.  The phone conversation was used to corroborate responses to the 

questionnaire. It also provided an opportunity for more information. 

 

The questionnaire used for gathering primary data comprised of three sub-sections. The first sub-section sought 

to ascertain respondents' knowledge about the capital market and the opportunities available for the state. The 

second sub-section was used to evaluate the level of confidence the respondent deposes in the capital market. The 

third sub-section was used to gather data about preference for investment options.  

 

3.4 Data Measurement  

 

In sub-section one, Q1 was used to evaluate knowledge of the existence of capital market using binary numbers 

1 to represent the respondent has the knowledge, and 0 to connote the respondent does not know. After 

ascertaining knowledge of existence, it was pertinent to determine respondents' level of awareness about activities 

of the capital market operations since they are the persons responsible for educating the government on investment 

options. Knowledge of awareness using Q2, was measured on an intensity Likert scale of five. The lowest score 

of 1 means the respondent is not aware, while the highest score of 5 suggests the respondent is very aware. The 

respondents' level of confidence was also measured on a five Likert intensity scale measured from 1 to 5. A score 

of 1 suggests the respondent had no confidence in the capital market operations. In contrast, a score of five implies 

that the respondent had very high confidence. Regarding preference for investment options, respondents were 

asked to state the investment options categorically they would prefer.  

 

3.5 Nature of Data 

  

The data used in this study is ordinal by nature. This is because the responses provided by respondents were scored 

on a Likert scale of five from 1 to 5, suggesting no awareness or no confidence to very well informed or very high 

confidence in operations of the Nigeria Capital Market. Ordinal data have been identified as well suited for using 

experimental research design. 

 

3.6 Method of analysis 

 

Data gathered were analysed using a combination of descriptive and inferential statistical tools. Descriptive 

analysis tools included the use of means and standard deviation. In contrast, the inferential statistical tool used 

was the Kruskal Wallis H Test. This inferential statistical test is suited for the nature of the data collected. 

Furthermore, the Kruskal Wallis H Test determines any statistically significant variation in views of two or more 

groups. For a small sample, as is the case of this study, the exact P values will be used (Siegel & Castellan, 1988) 

to accept or reject the proposed hypotheses. In this study, the Kruskal Wallis H test was performed using SPSS 

version 20.  

 

3.7 Data Analysis and Discussion 

 

For data presentation and analysis, the actual names of the sampled states will not be used. This agrees with their 

request of respondents to remain anonymous. Consequently, alphabets will be used to identify the sampled states. 

Questionnaire item 1 (Q1) was used to ascertain participants' knowledge about the existence of the Securities and 
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Exchange Commission. This questionnaire item was examined using binary number (1), which suggests that the 

participant is knowledgeable or binary number (0), signifying that the respondent does not know of SEC.  The 

SEC is responsible for regulating and developing the Capital Market; all the respondents showed they know the 

Securities and Exchange Commission, as shown in Table 1. 

 
Table 1: Average Score of Questionnaire Response 

 

State  

Knowledge of SEC Knowledge of Capital 

Market activities  

Level of confidence in 

Capital Market  

Other non-capital market-based 

investment preference(S) 

A 1 4 4 Properties  

B 1 5 5 Land and properties 

C 1 3 3 Land and properties 

D 1 3 4 Agriculture 

E 1 3 4 Agriculture 

�̅� 1 3.6 4  

δ 0 0.8 0.63  

  Source: Survey 2020 

 

In order to substantiate the extent to which participants are informed about capital market activities, questionnaire 

item 2 (Q2) was also used.  From Table 1, it can be observed that respondents had from good to perfect knowledge 

of capital market activities.  This implies that respondents are relatively aware of capital market operations at an 

overall average score of 3.6.  

 

Regarding the second factor that determines participation in the capital market, questionnaire item 3 (Q3), was 

used to measure the level of confidence that participants bestowed on the capital market. Respondents expressed 

moderate to very high confidence. On average, the overall confidence level is high, with a mean score of 4. 

Regarding Q1, a standard deviation of 0 shows that there is no variation in the opinion expressed. At the same 

time, Q2 (δ = 0.8) and Q3 (δ = 0.6) suggest that some variations exist in the respondents' views. These variations 

provided a premise to test the proposed hypotheses.  

 

3.8 Test of Hypotheses 

 

Test of hypothesis one (HO1): there is no significant difference in knowledge of capital market activities among 

policymakers in State Investment Companies of North-Eastern States of Nigeria. The result of the test of this 

hypothesis is presented in Table 2. 

 
Table 2: Kruskall Wallis Test Statistics of variation in knowledge of respondents 

H 6.009 

df 4 

Asymp. Sig. .199 

Exact Sig. .208 

Point Probability .004 

 

From Table 2, "H=6.01, 4 d.f., P=0.21", since p>0.05, the null hypothesis is that there is no significant difference 

in knowledge of capital market activities among policymakers in State Investment Companies of North-Eastern 

States of Nigeria; is accepted. 

 

Test of hypothesis two (HO1): there is no significant difference in knowledge in the level of confidence bestowed 

in capital market activities among policymakers in State Investment Companies of North-Eastern States of 

Nigeria.  The result of the test of this hypothesis is presented in Table 3 

 
Table 3: Kruskall Wallis Test Statistics of varying level of confidence 

in Capital Market Operations 

H 8.914 

df 4 

Asymp. Sig. .063 

Exact Sig. .032 

Point Probability .003 

      Grouping Variable: State 

 

From Table 3, "H=8.91, 4 d.f., P=0.03", since p<0.05, the null hypothesis that there is no significant difference in 

the level of confidence bestowed in capital market activities among policymakers in State Investment Companies 
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of North-Eastern States of Nigeria is rejected. This may explain their preference for other non-capital market-

based investment options, as shown in Table 1.  

 

4. SUMMARY AND CONCLUSION  

 

In order to provide a rational explanation for an observed low level of participation in the Capital Market, 

particularly among state-owned investment companies in North-East Nigeria, this study adopted an experimental 

research design. Using snowballing sampling method, the opinion expressed by respondents shows that the 

policymakers in these entities do have good knowledge of capital market operations and a high level of confidence 

in the capital market. However, records from the Securities and Exchange Commission of Nigeria show these 

states have little or no participation in the capital market's activities.  This is obvious in their preference for other 

investment options, including land and properties and securities of other companies.   
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Abstract   

 

Cash flow is just as important as profit when it comes to determining the going concern of business organizations. 

Every business is required to maintain a positive cash flow position to ensure that the daily running of their 

operation is not put in jeopardy of liquidity problems. The paper examined the importance of cash flow as the 

bloodstream of any business organisation. The study established that modern business considers cash flow one of 

the significant strategic decisions managers have to deal with to provide conditions for sustainable business 

development, protect the risk of bankruptcy, maintain the organisation’s solvency, and strengthen the operational 

health of their companies. Business sustainability is a critical goal that any responsible entity must strive to 

achieve. Profitability is no longer the thrust of business existence as the expectations of critical stakeholders are 

increasingly growing beyond the bottom line. Businesses must adopt an operational practice that will conserve 

nature without jeopardizing the potential of future generations to meet their own needs. Therefore, organizations 

must formulate policies and adopt strategies to ensure enduring sustainability. These goals have hitherto been 

confronting every business organisation before the advent of the COVID 19 pandemic. This study examined the 

pandemic's impacts beyond the health issues to the distortion it has made to the economic structure of Sub-Saharan 

African countries and its effect on the revenues of the government and private sectors. Therefore, the paper 

concludes that with the evident shortfall in government revenue as heightened by the pandemic, companies are 

encouraged to adopt a strategic refocusing of the cash flow to ensure sustainable business practice. 

 

Keywords: Sustainable practice, cash flow, Covid-19 pandemic, sustainable business strategy, conventional 

business strategy. 

 

 

1. INTRODUCTION  

 

The contemporary business environment has made cash flows one of the significant strategic decisions managers 

have to deal with to enable them to provide conditions for sustainable business development, protect the risk of 

bankruptcy, maintain the organisation’s solvency, and strengthen the operational health of their companies (Blank, 

1999). However, given the overt aggravation, the post-covid experience tends to melt out businesses. The success 

of the production, investment, trade, commerce and other financial activities will depend mainly on the effective 

use of funds. Therefore, refocusing the cash flow becomes inevitably essential for business sustainability. The 

aftermath of the pandemic has signalled a phenomenon known as “new normal”, indicating that the reality 

succeeding the Covid experience is pointing towards new business culture which covers manufacturing practice, 

sales strategies, accounting and reporting processes with disruptive technology acting as intervening and 

unavoidable player.  

 

To adapt to this “new normal” order, businesses must, as a matter of necessity, adjust and refocus their cash flow 

to catch up with sustainability desire. According to Imhanzenobe and Adeyemi (2020), a mono-culture economy 

like Nigeria with over-dependent on oil, will shift pressure to the private sector of its economy as studies like 
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Aniyie (2014); Ekeocha et al. (2012) have identified manufacturing and tax as cushioning effects for unsustainable 

government revenue. Consequently, private companies have to battle for profits in a competitive form with limited 

resources and government support. This can only be achieved if these companies generate enough cash flow to 

sustain their operations. Sustainability was initially considered an element of the corporate social responsibility 

of firms. However, understanding and practice have shifted away from this notion over the years. They have gone 

towards the reality that sustainability is now a value-creating practice environmentally, socially and economically 

(Berthon, Abood & Lacy, 2010; Ludema, Laszlo & Lynch, 2012).  

 

King III (IOD, 2009) acknowledged that sustainability is more than just reporting on social and environmental 

matters. Instead, governance, strategy and sustainability are inseparable. Accordingly, sustainability reporting is 

a holistic business matter. Business is not viewed solely as a vehicle to generate profit that must report profit-

related information to its shareholders. However, a business is responsible to society for its actions and must report 

relevant information to all stakeholders. According to Stern (2009), accounting principles were developed about 

the confined interest of lenders and borrowers. That is, between the financial supporters and the business itself. 

The former is strictly interested in securing its capital and interest without passion for including intangible assets 

in the bottom line determination. Currently, the statement of financial position comprises primarily tangible (and 

controlled intangible) resources. However, the most significant value of a business is its intangible stakeholder-

related resources, for example, customer relationships, community support, management integrity and reputation, 

which are not included in the statement. Even if such resources cannot be capitalised and recognised on the 

statement of financial position, their relevance to a business and its strategy needs to be communicated to 

stakeholders.   

 

Immediately after the oil boom in the 70s, many issues are responsible for poor sustainable financial performance 

among Nigerian companies. Prominent among these issues is the scarcity of funds and the high costs of financing 

options (Atoyebi, Okafor and Falana, 2014). Others include a high inflation rate, low currency value, scarcity of 

loan facilities and high-interest rates (Imhanzenobe & Adeyemi, 2020). The financial sector in the face of these 

challenges is not insulated. Thus, the financing role expected of the sector becomes difficult and almost 

unavailable to many companies. On the heels of the previous, Oyewale and Adewale (2014) discovered a low 

level of sustainable financial performance among Nigerian companies regarding cash flows generated from asset 

utilization. This mounts pressure on companies to inevitably seek external funding (leverage), which may expose 

them to certain financial risks that may be enough to scare potential investors and make existing investors demand 

higher dividend pay-out, thereby reducing the sustainable cash flow that can be used for growth and expansion 

(Egboro, 2016). 

 

The advent of Covid 19 has, in effect, worsened the matter. The outbreak of the pandemic has slowed the global 

business pace. The attendant lockdown has reduced global output, aggregate income and spending, sales and 

consumption. In Nigeria, the novel coronavirus has affected the economy with a drastic fall in the price of oil, 

decrease and lay-off of jobs in different sectors of the economy, decrease in investment, savings and increase in 

consumption, decrease in export and import rate, decrease in the religiosity belief of the citizens, increase in social 

vices, closure of firms and industries, increase in inflation and unemployment rate, decrease in standard of living, 

fear of food insecurity, a drastic increase in the exchange rate, low expectation of income, erosion of wealth due 

to a fall in the value of assets, increase in health sector expenditure, expansionary fiscal policy, devaluation of 

Naira, and amongst others. All of these have required that cash flow be refocused for business sustainability. 

Hence, the essence of this study is to unravel the companies’ necessity in refocusing its catch flow to achieve its 

sustainability in post covid period. 

 

2. LITERATURE REVIEW 

 

2.1 Sustainable Business Strategy 

 

According to Roth (2008), sustainability represents a condition where a business and economic activities meet the 

present actors' needs without jeopardizing the potentials of future generations to meet their own needs. An 

organization must formulate policies and adopt strategies to ensure an enduring sustainability practice to achieve 

this feat. In effect, a sustainable business strategy must be put in place to ensure shared value creation or perhaps 

sustainable value creation. Long (2019) defines sustainable business strategy as the inclusion of economic, 

environmental and social aims into a firm’s goals, activities and planning, aiming for long-term value creation for 

the firm, its stakeholders and broader society. This means that strategy is formulated and executed so that the 

needs of the firm and its stakeholders are met today while protecting, sustaining and enhancing the natural 

resources needed in the future. CIMA (2011) describes sustainability as how an organisation creates value for its 

shareholders and society by maximising the positive and minimising the negative effects of environmental, social 
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and economic issues. There is no standard gauge or parameter to measure sustainability because the phenomenon 

does not represent a single enterprise action or event but a totality of a wide range of events covering broad 

numbers of social, economic, and environmental issues. However, good sustainability practice leads to improved 

financial results from share price, working capital, cash flow practices to profit (Wickramasinghe & 

Gunawardane, 2017). 

 

2.2 Sustainable Business Strategy Versus Conventional Business Strategy 

 

The primary objective is to attain its core goal, which is profit-making. Profit-making is often borne out of the 

conventional practice of aggressive cost savings. The companies' shareholders are the sole stakeholder this 

particular strategy intends to satisfy. Meanwhile, over the past fifty years, business leaders have become 

consciously aware of their responsibility to broader stakeholders other than the owners of the company, which led 

to the sustainable practice that has made the organization reflect new ways of business practice leading to value 

creation rather than narrowed drive of profit maximization (Berthon, Abood & Lacy, 2010; Ludema, Laszlo & 

Lynch, 2012). Creating a sustainable, just and equitable economy requires fundamental shifts from the 

conventional business practice. Business, in essence, has a responsibility that is not limited to its owners but also 

responsible for its actions and activities that have resulted in many of the social and environmental problems 

currently afflicting society. 

 

2.3 Cash Flow Modeling 

 

Managing companies’ solvency is a critical goal of finance managers. It is not a one-stop decision involving 

setting targets on cash drivers in a predetermined standard.  This process is known as cash flow modelling. Cash 

flow modelling allows companies to manage solvency more proactively by setting targets on cash drivers. This 

invariably enhances reporting of cash flow performance against predefined targets. Moreover, this model provides 

general standard practice for the smooth running of cash flow function by improving understanding of cash impact 

on capital access. Cash flow modelling takes on many strategic forms, which include but are not limited to the 

following arrangements: 

 

2.4 Early Identification of Issues  

 

Problems are better understood and handled if they are known early. Early identification of problems enables 

proper planning and carefully drawn action plans to address the problems. The leading cause of failure was 

probably inadequate capital or funds, poor financial forecasting, lack of cash flow management practices, and loan 

facility constraints. To overcome these challenges better is to minimize cash flow risk. It is said that it is better to 

early identify future requirements and increase the business's cash inflow. The most significant financial barriers 

are the lack of proper planning, which adversely affects business growth and sustainable financial performance 

(Salazor, 2012). 

 

2.5 Grow carefully  

 

Business growth cannot be attained by sudden flight. Growing business hurriedly and within a short time can be 

precarious. Expanding sales volume requires more raw materials, labour and capital. Suppose the time gap 

between increased cash outlay and increased sales is vast. In that case, the company will automatically drift to 

being starved for cash. Hence, precautions should be exhibited to improve business practice by identifying risks 

and having a business growth plan to avoid unusual delays between cash outflow and inflow while paying close 

attention to managing cash flow. 

 

2.6 Automation of Cash Management Process.  

 

A considerable number of tools exist that can be beneficial to manage an organisation’s cash flow quite efficiently 

and productively. Advances in technology and disruptive technology opportunities will deliver strategies to 

enhance an organization’s cash inflows (Nwanyanwu, 2015). Several cash flow controlling tools and software are 

available to stabilize the cash flow practices and mitigate risks. Most listed companies use ERP systems and 

implement cash flow risk mitigation tools. 

 

2.7 Control on Investment Yield 

 

There are many risk areas the finance managers must put in mind to control the finance flow of the organization. 

There must be a well developed, specific and up-to-date investment policy that should serve as a guideline for 
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finance managers to make accurate and informed investment decisions when the opportunities arise. However, 

business failure arises when there is poor business knowledge on the finance managers and a lack of proper cash 

flow management practices. 

 

2.8 Emergency Backup Plan  

 

Situation and scenario change following certain prevailing environmental, social and economic conditions. To 

remain afloat of harsh economic scenarios, organisations must keep a backup plan to mitigate the cash flow risk.  

The relationship with the banking partner needs to be flexible to build the backup plan or facility for immediate 

cash requirements should the trouble time come. It is identified that restricted access to funds and capital, poor 

cash flow management, lack of financial planning, inefficient forecasting techniques lead to an unwarranted 

financial crisis. Inefficiencies in managing credit and sales contribute to the risk of failure. Hence, implementing 

people cash flow management practice has become a prerequisite (Ibarra, 1995: Salazar, 2012). 

 

2.9 Financial Hedging  

 

A hedge is an investment made to reduce the risk of adverse price movements in an asset. Usually, a hedge takes 

an offsetting or opposite position in a related security. Financial hedging is a new financial instrument called 

hedging tool and practical management approach to define risk and quantitatively long term stabilizing factors 

that will help to maintain strong operating cash flow (Hiller et al., 2012); currency futures, swaps, options, forward 

contracts are hedging tools used to stabilize operating cash flows. Jael (1998) defines hedging as an instrument 

after a diversified collection of techniques to monitor, measure and control the financial risk. 

 

2.10 Liquidity Risk Management Practices.  

 

Managing liquidity risk is an appropriate practice, perhaps by holding cash to meet the financial obligation. 

Management of liquidity has become critical as it involves managing the operating, investment and financial 

currency obligations in any business. A liquidity management strategy means a business plans to meet its short-

term obligations without experiencing significant losses. It involves managing its assets, including cash, to meet 

all liabilities, cover expenses, and maintain financial stability. 

 

2.11 Regularly Review and Monitor Cash Management System.  

 

There is always a predetermined standard to monitor cash management systems. This standard need not go without 

being reviewed from time to time. The management set a mechanism to regularly review and monitor cash 

management variances to minimize the risk. While these practices provide a better understanding of existing 

practices and the areas to be improved, ongoing tracking measures confirm financial data reliability and cash to 

cash cycle. The finance manager can evaluate the cash at the bank, particularly for performance fees, ensure timely 

reconciliation and conduct in-depth analysis for further operation on cash management (Palybook, 2016). 

 

2.12 Develop Accurate Cash Projection Module.  

 

Accurate forecasts will minimize uncertainties and match the incoming receipts with expenditure. The finance 

managers gather the quantitative and qualitative intelligence available and use it as a strategic tool for significant 

business decisions. Accurate projections should be seasonal, monthly, daily, cycled patterns and trends, and they 

can be long, medium and short term. The cash projection module will help to mitigate risk. 

 

2.13 Proper Customer Database, Terms & Conditions & Quick Invoicing.  

 

Mitigating all collection-related issues and minimizing the risk of bad debt is a function of an organized, up-to-

date customer database. It also includes evaluation beforehand, including fair treatment to suppliers’ legal status 

of the business, credibility referees assure exact relationship with .customer base in a legality framework to 

mitigate the risk. Set rules and conditions you always allow. In advance, better to agree on the payment term in 

writing, with the late payment charges and interest. Immediate invoicing is essential for healthy cash flow (ACCA, 

2012). Unvi (2014) exemplified in his investigation significant risk for business failure as poor cash flow 

management practices. He specified pitfalls that poor cash collection and credit control, late invoicing, lack of 

knowledge on pricing, poor cash forecasting, poor accounts knowledge and record-keeping, inadequate borrowing 

practices, carrying insufficient inventory. 
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2.14 Fair Treatment to Suppliers  

 

According to ACCA (2012), cash flow is like a circular chain that links business to business. If payments are not 

settled on time, it will pose an untold risk in the suppliers' business, which is not just good business practices and 

good ethical behaviours but also a demonstration of corporate social responsibility. One of the possible practices 

that may be responsible for businesses to halt this circular chain flow includes inadequate business knowledge 

and experience, resulting in poor assets for working capital management.  

 
Figure 1: Conceptual framework 

      

 

 

        

 

 

 

 

 

 

 

3. THEORETICAL FRAMEWORK 

 

3.1 Stockholders Theory 

 

The stakeholder theory is a theory of organizational management and business ethics that accounts for numerous 

consequences by business entities. It addresses morals and values in managing an organization. Stakeholder 

Theory because of capitalism stresses the interconnected relationships between a business and its customers, 

suppliers, investors, employees, communities, government and others who have a stake in the organization. The 

theory argues that a firm should create value for all stakeholders, not just shareholders. Freeman (1984) explained 

that organisations that have effectively managed their stakeholder relationships would survive longer and perform 

to achieve objectives. According to Laplume et al. (2008), stakeholder theory explained that the organizations are 

responsible to stakeholders with their positive or negative potential impact on the society in which they are 

operated. Organizations would consider not only their shareholders' interests and other elements. Managers or 

CFOs archive this by delegating responsibility to identify the cash flow risk and apply the best practices to mitigate 

the risk, improve overall financial performance, and develop the relationship between stakeholders. 

 

3.2 Agency Cost Theory  

 

An agency cost is the type of internal company expense that comes from an agent acting on behalf of a principal. 

Agency costs typically arise in the wake of core inefficiencies, dissatisfaction, and disruptions, such as conflict of 

interest between shareholders and management. Managers’ primary duty is to manage the origination, generate 

the profit, and monitor the shareholders' cash flow and returns (Elliot and Elliot, 2002). Agents are responsible 

for minimising the risk and generating a profit and returns to shareholders. An agent is responsible for 

understanding the cash flow risk and applying the best practices to mitigate the risk by generating an adequate 

profit and return to principal shareholders. Agency costs can occur when the interests of the executive management 

of a company conflict with its shareholders. Shareholders may want management to run the company in a specific 

manner, increasing shareholder value. Conversely, the management may look to grow the company in other ways, 

which may conceivably counter the shareholders’ best interests. As a result, the shareholders would experience 

agency costs.  

 

4. EMPIRICAL SURVEY 

 

Plaskova et al. (2020) conducted a study of the company's control in cash flow management and its resultant effect 

on the permanent solvency of the organization. The study revealed a significant relationship between cash flow 

control and monitoring and the organisation’s solvency.  

 

Wickramasinghe and Gunawardane (2017), in their study of cash flow risk management practices on sustainable 

financial performance in Sri Lanka. The study revealed that risk management practices in operating cash flow 
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negatively correlate with sustainable financial performances. The study revealed that investment cash flow risk 

management practices do not correlate with sustainable financial performances. Imhanzenobe & Adeyemi (2020) 

studied financial decisions and sustainable cash flows in Nigerian manufacturing companies. The study used 

leverage, asset profitability, and dividend policy to measure cash flow sustainability in Nigerian manufacturing 

companies. The study, in agreement with Ali and Yousaf (2013) and Maheshwari and Rao (2017), discovered that 

asset turnover was positive and significant while debt-to-equity ratio and dividend payout were both found to be 

negative and significant indicators of sustainable cash flows.   

 

Haavig (2019) identified cash management capabilities, proxy in the study by strong banking practice, effective 

use of technology, cash disbursement policies and reliance on outside accountants as having a significant 

relationship with small business's sustainability in the US. The study also established that internal control and 

employee involvement in cash handling are equally significant to small businesses' performance and sustainability 

in the US. In the same light, Sibanda and Manda (2016) opined that small business owners must develop internal 

control structures to achieve sustainability. So also, Karadağ (2018) found a positive association between 

conducting cash management practices and financial performance. Kariuki et al. (2015), in their study, found 

leverage to be a positive and significant determinant of cash flows. Brouwer (2011) identified eight cash flow 

related indicators for business sustainability. These indicators include Enterprise Value based on Economic Value 

Added (EVA) should be available for all stakeholders, including those deemed external to the business. How EVA 

is shared equitably between stakeholders is a sustainability indicator.  

 

Another indicator is the cash-based value-added statement, which indicates the extent to which value created is 

shared among the stakeholders. The indicators also include revenue which provides financial fluidity to the 

business; accordingly, indicators relating to revenue sustainability are pointers to sustainable business. 

Operational efficiency is a sustainable indicator that depicts the efficiency with which revenue is converted into 

practical business value and cash flow. Indicators relating to the efficiency of this conversion process are 

sustainability indicators. Organizations desiring sustainability must practise efficient cash management because 

cash must support a working capital cycle. Inefficiencies in the cash management cycle translate into the 

inefficient application of business cash resources. Having access to capital is dependent on business risks, which 

determine the availability and cost of capital, both of which affect the flow of business value. The study also 

emphasized human capital management, which is the knowledge and worth of the employees of a business that 

translate directly into sustainable business generation. Finally, reputational capital was considered a fundamental 

intangible asset for business success and directly supported the revenue cycle. 

 

5. DISCUSSION 

 

The Covid-19 pandemic is unprecedented in its global reach and impact. It has created remarkable and formidable 

challenges to policymakers and the empirical analysis of its known and unknown effects within the interconnected 

global economy. The pandemic effect on the global economy has placed an untold effect on the global economic 

equilibrium, affecting the supply and demand side in practically the same magnitude, thereby tending to create a 

new economic order. On the supply side, the lockdown order by the government affects labour supply and 

productivity, business closure and production schedule.  

 

On the demand side, lay-offs and loss of income occasioned by the consequent ill-health, morbidity, quarantine 

and unemployment and worsened economic prospects reduce household consumption and firms’ investment. 

There is an increasing number of studies investigating the heterogeneous, non-linear, and uncertain 

macroeconomic effects of Covid-19 across countries, sectors in individual countries, and on a global scale. Pagano 

et al. (2020) and Capelle-Blancard and Desroziers (2020) consider the effects of the pandemic on the US stock 

market and highlight its differential impact on various sectors of the economy. Ludvigson et al. (2020) quantify 

the macroeconomic impact of Covid-19 in the US using a VAR framework and a gauge of the magnitude of the 

Covid-19 shock concerning past costly disasters. Baqaee and Farhi (2020) consider possible non-linearities in 

response to the pandemic in a multi-sectoral model. They demonstrate how these shocks are amplified or mitigated 

by nonlinearities and quantify their effects using disaggregated data from the US. McKibbin and Fernando (2020) 

explore the global macroeconomic effects of alternative scenarios of how Covid-19 might evolve in the year 

ahead, highlighting the role of spillovers. In Sub-Saharan Africa, the economic effects of the pandemic are already 

widespread and disproportionate to the public health impact.  

 

The advent of the pandemic necessitated the inevitable rapid and aggressive implementation of lock-down 

measures across most Sub-Saharan African countries, from as early as the second week in March (Hale et al. 

2020). These have directly impacted fragile economies, curtailing economic activity, forcing businesses to operate 

at an inefficient scale: lockdowns are a significant supply shock (Brinca et al. 2020). Subsequently, they reduce 
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domestic demand and squeeze tax revenues just when governments seek to increase spending on health and social 

protection. The global impact of the pandemic is not without the following consequences on the economy of Sub-

Saharan Africa, which include drop-in FDI, which is a significant source of an economical window for most Sub-

Saharan Africa countries, collapse in key commodity prices, most notably oil and minerals (although not gold); 

the effective closure of key export service sectors, including tourism. In sub-Saharan African countries, though 

not severely distressed by COVID 19 cases or resultant death (Hale et al., 2020), the region's economic fabric has 

not remained unaffected by the pandemic.  

 

The monoculture nature of most Sub-Saharan African countries has exposed it to this inevitable effect. The 

pandemic ravage goes beyond the public life aspect of the Sub-Saharan African countries as it extends to the 

medium-term macroeconomic adjustment challenge confronting domestic policy-makers and international donors 

Adam et al. (2020). Consequently, there is an inevitable public revenue erosion and unfavourable impact on the 

GDP. The loss of public revenue will automatically reduce government spending and the consequent multiplier 

effect. The reduction of money in circulation as occasioned by lower aggregate spending of both government and 

private sectors of the economy will, in turn, have a specific impact on the cash flow pattern. 

 

6. CONCLUSION 

 

The paper has examined the importance of cash flow as the bloodstream of any business organisation. The study 

has established that modern business considers cash flow one of the major strategic decisions managers have to 

deal with to enable them to provide conditions for sustainable business development, protect the risk of 

bankruptcy, maintain the organisation’s solvency, and strengthen the operational health of their companies. 

Business sustainability is a critical goal that any responsible entity must strive to achieve. Profitability is no longer 

the thrust of business existence as the expectations of critical stakeholders are crucial to business survival.  

 

However, a business that will survive sustainably is the one whose business and economic activities meets the 

needs of the present actors without jeopardizing the potential of future generations to meet their own needs. 

Consequently, organizations must formulate policies and adopt strategies to ensure an enduring sustainability 

practice. These goals have hitherto been confronting every business organisation before the advent of the COVI 

19 pandemic. This study has examined the impacts the pandemic has beyond the health issues to the distortion it 

has made to the economic structure of Sub-Saharan African countries and its effect on the government's revenues 

and, by extension, private sectors. In effect, the already low income profiled nature of Sub-Saharan African 

countries has again been worsened by the ravaging COVID 19 pandemic. Therefore, the paper concludes that with 

the evident shortfall in government revenue as heightened by the pandemic, companies are encouraged to adopt a 

strategic refocusing of the cash flow to ensure sustainable business practice. 
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Abstract   

 

This paper sought to ascertain whether environmental disclosure matters to the financial performance of quoted 

industrial goods companies in Nigeria or not. The growing concern about the undesirable factors affecting the 

environmental system and the need for stainability of economic activity has made the emergence of environmental 

disclosure a focused issue of interest in Nigeria. A review of studies conducted in Nigeria and other climes exposed 

that these studies were limited to a few companies in some specific sectors of the economy and so lacked firm-

wide relevance. Furthermore, most of the studies were limited in terms of a time dimension. Towards achieving 

the objective of this paper, the ex-post facto research design was employed, and data were collected from the 

annual reports and accounts of 8 industrial goods companies for a period of 5 years from 2015 to 2019. The data 

were analyzed using multiple regression with the aid of STATA. Results indicated that environmental disclosure 

significantly and negatively affected Tobin’s Q, while it insignificantly but positively affected ROE. It is, 

therefore, concluded that environmental disclosure is a significant determinant of financial performance based on 

Tobin’s Q but not a significant determinant of financial performance based on ROE. The paper recommended, 

among other things, that the implementation of environmental disclosure in organizations should be encouraged 

by managers, for this would enable them to identify products with higher environmental costs to the organization. 

These could become valuable measures of departmental performance evaluation and product profitability 

assessment, which might improve companies’ financial performance in the long run. 

 

Keywords: environmental disclosure, financial performance, return on asset, stakeholder theory, Tobin’s Q. 

 

 

1. INTRODUCTION  

 

It is common knowledge that businesses exist primarily for economic reasons (i.e. wealth maximization 

objective); nevertheless, businesses' activities may result in severe social and environmental consequences on 

society. This is why companies are expected to be more responsible for their operations' consequential social and 

environmental effects on society, especially the communities that play host to them. White (2009) agrees that the 

pressure for corporations to reassure the public of their good behaviour has increased.  

 

Therefore, the situation nowadays calls for a paradigm shift from the profitability narratives to paying attention 

to how the operations of companies affect and are affected by the environment and other social phenomena. This 

now entails that companies also do social and environmental reporting in addition to reporting about the economic 

aspects. The emphasis in this work, however, is on environmental disclosure. 
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Environmental disclosure is a form of financial accounting that emphasises non-financial information about the 

performance of companies to the stakeholders, especially those external to the company. Companies’ 

environmental report usually depicts the various activities that directly affect the company's environment.  

 

Researchers have concerns that the growing social injustice experienced by individuals and the larger society 

consequent upon the growing damage to the environment caused by the insatiable quest for wealth maximizing 

economic growth always pursued by companies leads to social and environmental unsustainability (Unerman, 

Bebbington & O’Dwyer, 2007). This growing concern about factors affecting the environmental system such as 

climate change, global warming, resources depletion, resources scarcity, environmental degradation and the 

activities of companies that lead to the depletion of the ozone layer, and the need for sustainability of economic 

activity has made the emergence of environmental accounting and disclosure a focused issue of interest in Nigeria.  

 

A review of some previous studies revealed divergent views about the relationship between companies' 

environmental disclosure and financial performance. In contrast, some argued in support of a positive relationship 

between environmental disclosure and financial performance (Osemene, Kolawole & Oyelakun, 2016; Ezeagba, 

John-Akamelu & Umeoduagu, 2017; Gatimbu & Wabwire, 2016; Tze, Huey, Han, Siew & Boon, 2016; other 

studies (Pandey & Kumar, 2016; Adediran & Alade, 2013; Che-Ahmad, Osazuwa & Mgbame, 2015) argued to 

the contrary that environmental disclosure insignificantly and negatively affects the financial performance of 

companies. These divergent findings may have inconclusive results concerning companies' environmental 

disclosure and financial performance.  

 

The motivation for this study arose because of the inconclusive nature of the earlier studies on companies' 

environmental disclosure and financial performance. Additionally, most studies conducted in this area were 

limited to very few companies in some specific sectors of the economy and so lacked firm-wide relevance. They 

were also limited in the period covered, with most of the studies narrowed down to one or two years at most. This 

study, however, took a different approach and carried out a sectoral analysis of 8 out of 13 industrial goods firms 

(that is, 62%) of the entire industrial goods population, took a time dimension of 5 years and did a content analysis 

to obtain environmental index for each of the 5 years. From the previous, therefore, this study's objective is to 

assess whether or not environmental disclosure does matter to the financial performance of quoted industrial goods 

companies in Nigeria.    

 

It is hypothesized in this paper that there is no significant relationship between environmental disclosure and 

financial performance of quoted industrial goods companies in Nigeria.  

 

2.   LITERATURE REVIEW 

 

Empirical evidence on companies' environmental disclosure and financial performance in developed and 

developing countries abound. This paper reviews six types of research, out of which two have been conducted in 

Nigeria and the rest four in other climes.  A study done by Adediran and Alade (2013) examined the impact of 

environmental accounting on corporate performance in Nigeria. Data for the study were secondary data generated 

from annual reports and accounts of fourteen (14) randomly selected companies quoted on the Nigerian Stock 

Exchange for the year 2010.  The data were then analyzed using multiple regression analysis using an econometric 

model.   

 

The study's findings indicated a positive relationship between environmental accounting, NPM and DPS; and a 

negative relationship between ROCE and EPS.  Based on these findings, the researchers recommended that the 

government give a tax credit to organizations that comply with its environmental laws to encourage environmental 

reporting. Environmental reporting should be made compulsory in Nigeria since organizations hardly report their 

environmental activities in their reports.  This work is empirical but is limited to only one year (2010).  This short 

time horizon may not allow the variables to exhibit inherent characteristics. So the results may not likely be the 

same given a more extended time view.  It will also impair the generalization of findings. 

 

Che-Ahmad, Osazuwa and Mgbame (2015) investigated the effect of environmental accounting on the financial 

performance of firms in Nigeria. The research population consisted of companies quoted on the Nigerian Stock 

Exchange.  The sample size of this study was based on the availability of data, in which case a sample of 50 

companies was selected.  The study used secondary data from only audited annual financial statements and 

footnotes of the sampled companies for 2012.  The results showed that although environmental disclosure 

individually has an insignificant impact on the company's profitability, it shows both positive and negative 

significant relationships with profitability when moderated with firm-specific variables.  The results showed a 

significant relationship between environmental accounting disclosure and a firm’s profitability when 
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environmental accounting is moderated by firm-specific variables like size, industry type, and big four auditors. 

However, the results appeared to be mixed with industry type and big four auditors showing the positive 

relationship, while size exhibiting a negative relationship.  The study has recommended that companies should 

shift from the era where their only concern was striving to be profitable to ensure that they do consider the impact 

of their activities on the society and environment, as this study has revealed that environmental disclosures could 

have a positive impact on the profitability of the firm. 

 

This study covered only one year (2012).  This is entirely insufficient for generalization, especially where a longer 

time perspective is pictured.  Again, the sample size of 50 companies selected, without indicating which sampling 

technique has been used, is, therefore, unscientific and unacceptable in research.  Chang (2015) researched the 

impacts of environmental performance and propensity disclosure on financial performance to obtain empirical 

evidence from unbalanced panel data of heavy-pollution industries in China.  The sample consisted of 23 firms in 

the thermal electric industry, 16 firms in the steel industry, 19 firms in the non-ferrous industry, 20 firms in the 

chemical-petrochemical industry, 14 firms in the coal-oil-mining industry, 14 firms in the building material 

industry, 24 firms in the pharmaceutical industry and 12 firms in the textile-leather industry.  The study applied 

static variables using panel data's unit root and co-integration test.  Using panel data analysis, the researcher 

considered the impacts of environmental performance and propensity disclosure on financial performance from 

2008 to 2012. 

 

The findings revealed that environmental performance and propensity exhibited mutual causality relationship with 

Tobin’s Q value using unit root and co-integration test of panel data.  Also, the environmental performance has a 

significantly negative impact on Tobin’s Q value at the significance level of 1%. In comparison, environmental 

propensity has a significantly positive effect on Tobin’s Q value at the significance level of 5%. Firm size, 

financial leverage, and return on assets significantly impacted financial performance at the significance levels of 

1%.  This work, like other studies, has contributed to the empirical works in environmental sustainability 

reporting. 

 

Nevertheless, the flaw in this work is the use of two different significance levels, which gave rise to two parallel 

effects on Tobin’s Q value. Thus, while environmental performance exhibited a significant negative impact on 

Tobin’s Q value at a 1% significance level, environmental propensity exhibited a significant positive impact on 

Tobin’s value at a 5% significance level. This situation might have been different given that only one significance 

level of either 1% or 5% was used for both. 

 

Gatimbu and Wabwire (2016) carried out a study with the broad objective of assessing the effect of corporate 

environmental disclosure on the financial performance of listed firms on the Nairobi Security Exchange, Kenya.  

The study used secondary longitudinal data from the annual reports and financial statements of listed companies 

on the Nairobi Securities Exchange (NSE).  Content analysis of sampled companies’ annual reports was adopted 

to examine environmental disclosure practices.  The target population of the study was 61 listed companies.  

Purposive sampling was used to select only those companies that have been listed for the entire period of study, 

that is, 2009 to 2013 and whose annual reports were available at the Securities Exchange.  This resulted in a 

sample size of 32 listed companies.      

 

The study found that environmental disclosure has a significant positive effect on financial performance.  Based 

on the study's findings, recommendations were made that corporations should incorporate environment 

management systems (EMS) for environmental performance evaluation and measurement.  Also, the study called 

for a more proactive effort from policymakers and other standard-setting organizations on the need to introduce a 

standard framework for the mandatory disclosure of corporate environmental information. This study failed to 

specify the model on which the analysis was based. 

 

A study by Tze et al. (2016) examined the relationship between environmental disclosures and financial 

performance of public listed companies in Malaysia. Content analysis approach was adopted to determine the 

quantity and quality of the environmental disclosure in the annual reports of 100 companies listed on the main 

board of Bursa Saham Malaysia for the years 2009 – 2013 (5 years). The findings revealed that only the quality 

of environmental disclosure has a positive relationship with the companies’ EPS. This study also found that larger 

companies disseminated environmental information and provided better quality disclosure. Interestingly, the 

results of this study showed that less environmentally sensitive industries disclosed more and higher quality of 

environmental disclosure than environmentally sensitive industries. The study then recommended that more 

effective efforts are needed from regulatory bodies to increase environmental awareness in Malaysia.  
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This study did not state how it would proxy environmental disclosure practices. Also, it failed to specify the search 

phrases in terms of environmental indicators in which content analysis of the companies’ annual reports would be 

carried out. The study did not also indicate whether the 100 companies listed on the main board of Bursa Saham 

Malaysia represent the entire population or just a sample size. However, it obtained empirical results to add to the 

literature on firms' environmental disclosure and financial performance.  Pandey and Kumar (2016) undertook a 

study to explore the association between environmental cost and corporate financial performance. Secondary data 

were collected from different web sources and annual reports of selected companies (NTPC, NHPC, Hindalco, 

TATA Steel and NMDC) covering 5 years, from 2010 to 2015.  

 

The study found no significant relationship between the environmental expenditure of the company and its 

financial performance. Besides, it has also been found that companies with higher market capitalization were 

spending more on environmental issues. It is suggested that managers make efforts to enhance the level of 

awareness about environmental concerns, relevance, and implications among stakeholders so that the potential 

benefits that could theoretically arise because of environmental cost incurred by the company can be reaped.  

Though this study has provided evidence for empirical validation, the number of companies selected, five 

companies, was too small for acceptance of generalization of results. 

 

2.1  Theoretical framework 

 

The theoretical base of this paper is anchored on the stakeholder theory. This is a theory that attempts to address 

which group of stakeholders deserve the attention of management. The theory pictures corporate organizations as 

elements of the social system while considering the interests of the diverse stakeholder groups in society. In 

Uwuigbe and Jimoh (2012), Watts and Zimmerman stressed that “disclosure on social and environmental 

information by an organization is as a result of the pressure from stakeholders such as communities, customers, 

employees, environment, shareholders and suppliers”.  They argued that the fundamental proposition of the 

stakeholder theory is that a firm’s success is dependent upon the successful management of all the relationships 

that a firm has with its stakeholders, a term which, according to Freeman in Bassey et al. (2013) and Eze, et al. 

(2016), was initially introduced by the Stanford Research Institute (SRI) to refer to those groups without whose 

support the organization would cease to exist. 

 

3.   METHODOLOGY 

 

This paper adopted an ex post facto research design, as secondary data sources were collected from the annual 

reports and accounts of 8 industrial goods companies chosen for the study for 2015 - 2019. The data analysis was 

done using multiple regression with the aid of STATA (Version 14.2). The model constructed for this paper is 

thus: 

 

PERF = b0 + β1EDI + β2SIZ + β3LEV + β4AGE + e 

Where: 

PERF = Return on equity (ROE) and Tobin’s Q (dependent variables) 

EDI = Environmental disclosure index (independent variable) 

SIZ = Size, measured as logarithm of total revenue (control variable) 

LEV = Leverage, which is debt/equity (control variable) 

AGE = Number of years from incorporation 

β0 = Constant 

β1, β2, β3, β4 = Regression coefficients 

e = Error term  

 

4. RESULTS  

 
Table 1: Descriptive statistics 

Variables N Mean S.D. Min Max 

TOBIN’S Q 40 1.3771 1.6351 0.1241 8.2742 

ROE 40 0.3219 0.6691 0.0922 3.9839 

EDI 40 2.5750 0.2613 2 3 

SIZ 40 6.4004 0.1889 6.0509 6.8300 

LEV 40 0.0929 0.1216 5.2500 0.4678 

AGE 40 44 12.9496 23 60 

Source: STATA (Version 14.2) Output 
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From table 1, Tobin’s Q has a mean value of 1.3771 among the companies sampled for this study. The standard 

deviation is higher than the mean at 1.6351, which shows high variations in Tobin’s Q among the sampled 

companies. The result also showed Tobin's Q's minimum and maximum values at 0.1241 and 8.2742, respectively. 

The result further indicates that the mean value of Return on Equity (ROE) is 0.3219, with a high standard 

deviation of 0.6691, indicating a high variation in ROE among the sampled companies for the period under 

consideration. The result also showed ROE with a minimum and maximum value of 0.0922 and 3.9839, 

respectively. Table 1 also revealed results of EDI with a mean score of 2.5750 and standard deviation of 0.2613 

lower than the mean, implying a very low variation in EDI among the sampled companies in the period under 

consideration, which could be because the companies are under one sector with similar activities. EDI has a 

minimum and maximum values of 2 and 3, respectively. The control variables that are; firm size (SIZ), leverage 

(LEV), and AGE) have means of 6.4004, 0.0929, and 44, respectively, with low standard deviations of 0.1889, 

0.1216 and 12.9496, respectively. This implies low variation in SIZ, LEV and AGE among the sampled firm for 

the study period. 

 
Table 2: Regression Result for TOBIN’S Q 

Variables       Coefficient   t-values   P-Values 

EDI   -1.9691  -2.27   0.029 

Size   4.9450   3.20   0.003 

Lev   -3.2780   -1.73   0.092 

Age   -0.0272  -1.16   0.253 

-cons   -23.7013  -2.34   0.025 

R2   0.4209 

Adj R2   0.3547 

F-Statistics  6.36 

Prob>F   0.0006 

N     40 

Source: STATA (Version 14.2) Output 

 

The result presented in Table 2 shows the influence of environmental disclosure on Tobin’s Q. The total number 

of observations for the analysis is 40 (8 companies for 5 years). The value of the R- Square is 0.4209, indicating 

that the identified variables account for 42.09% of the variation in the dependent variable, Tobin’s Q, in the study 

period. In comparison, 57.91% of the variation in Tobin’s Q is determined by other variables not included in the 

model. The table also showed an adjusted R2 of 0.3547, giving a difference of 0.0662, indicating that the result 

has a 6.62% deviation from that, which uses the entire population. The F- statistics (6.36) signifies that the overall 

equation is significant at 0.0006 per cent (below 1%) level indicating that the model is fit to be used for 

interpretation. 

 
Table 3:  Regression Result for ROE 

Variables       Coefficient   t-values  P-Values 

EDI    0.1154   0.27   0.770 

Size   -0.4284  -0.61   0.545 

Lev   2.4743    2.89   0.007 

Age   -0.0211  -2.00   0.053 

-cons   3.4678  0.76   0.454 

R2   0.2919 

Adj R2   0.2109 

F-Statistics  3.61 

Prob>F                    0.0145 

N     40 

Source: STATA (Version 14.2) Output 

 

The result presented in Table 3 shows the influence of environmental disclosure on ROE. The total number of 

observations for the analysis is 40 (8 companies for 5 years). The value of the R-Square is 0.2919, indicating that 

the identified variables account for 29.19% of the variation in the dependent variable, the ROE, in the study period, 

while 70.81% of the variation in the ROE is determined by other variables not included in the model. The table 

also showed an adjusted R2 of 0.2109, giving a difference of 0.081, indicating that result has an 8.1% deviation 

from that which makes use of the entire population. The F- statistics (3.61) signifies that the overall equation is 

significant at 0.0145 per cent (below 1%) level, meaning that the model is fit to be used for interpretation. 

 

4.1 Test of Hypotheses 

 

Under the test of hypotheses, the significance level for this study is 5 %. The decision rule for testing the 

hypothesis is to accept (or reject) the null hypotheses based on the P-value.  If the p-value is significant at 5 %, 

except that the variable is significant, it is not significant. 
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Consequently, tables 2 and 3 showed the t-values and the associated p-values to test the hypotheses. The critical 

value of t-statistics is ±1.96 at a 95% confidence level. In the case of table 2, given that the calculated cons value 

of t = -2.34, with p = 0.025, this study rejects the null hypothesis and concludes that environmental disclosure has 

a significant effect on Tobin’s Q of the sampled companies. On the other hand, given that the calculated cons 

value of t = 0.76, p = 0.454 for table 3, this study accepts the null hypothesis and concludes that environmental 

disclosure has an insignificant effect on the ROE of sampled companies. 

 

5. DISCUSSION  

 

The result in table 2 showed a negative relationship between environmental disclosure (proxied by EDI) and 

Tobin’s Q. The index has a coefficient of -1.9691. This indicates that any unit increase in environmental disclosure 

holding other things constant will significantly decrease the financial performance of the sampled companies by 

1.9691. While a unit increase in firm size will significantly increase Tobin’s Q by 4.9450, a unit increase in 

leverage and age will insignificantly reduce Tobin’s Q by 3.2780 and 0.0272, respectively. 

 

The test of hypothesis in Table 2 showed that there is a negative but significant influence of environmental 

disclosure on Tobin’s Q. From the result, Tobin’s Q is negative but significant to environmental disclosure at -

2.34. This implies that increasing environmental disclosure will significantly decrease Tobin’s Q. The reason may 

be that the additional attention given to reporting on environmental concerns can exert pressure on the amount of 

market capitalization. In addition, the result of the increased cost associated with this reporting can affect the share 

price of the sampled companies. This finding agrees with Eccles et al. (2014) and Chang (2015). They found a 

significant relationship between environmental disclosure and Tobin’s Q. 

 

In the case of table 3, the result showed a positive relationship between environmental disclosure (proxied by 

EDI) and ROE. This indicates that any increase in environmental disclosure will insignificantly increase the ROE 

of the sample companies by 0.1154, as indicated by the index coefficient. While a unit increase in firm size will 

insignificantly decrease ROE by 0.4284, a unit increase in leverage and age will significantly increase ROE by 

2.4743 and decrease it by 0.0211, respectively. 

 

Also, the test result for the hypothesis in table 3 revealed that environmental disclosure has a positive but 

insignificant effect on ROE.  ROE is positive but insignificant with a 0.76 coefficient. This implies that an increase 

in environmental disclosure will insignificantly increase the ROE of the sampled firms.  The earnings will reduce 

with environmental disclosure concerns and similar associated costs. This could be that companies that emphasize 

environmental disclosure will experience an insignificant increase in their ROE. This finding contradicts Pandey 

and Kumar (2016), Adediran and Alade (2013); however, it conforms to the study of Ezeagba, John-Akamelu and 

Umeoduagu (2017), who reported a positive and insignificant relationship between environmental accounting 

disclosure and performance. Also, Tze, Huey, Han, Siew and Boon (2016) reported that the quality of 

environmental disclosure has a significant positive relationship with companies’ performance.   

 

6.. CONCLUSION AND RECOMMENDATION 

 

This paper concluded that environmental disclosure significantly and negatively affected Tobin’s Q, while it 

insignificantly and positively affected ROE. Therefore, environmental disclosure is a significant determinant of 

financial performance based on Tobin’s Q but not a significant determinant of financial performance based on 

ROE. The paper, therefore, recommended that the implementation of environmental disclosure in organizations 

should be encouraged by managers, for this will enable them to identify products with higher environmental costs 

to the organization. These can become valuable measures of departmental performance evaluation and product 

profitability assessment, improving companies’ performance in the long run. 
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Abstract   

 

Infrastructure development has been a significant challenge to Nigeria despite the rich resources at its disposal. 

The study used the ex-post-facto design and Nigeria’s external and domestic debt as a population. In contrast, 

domestic debt is the sample taken. Variables of the study include domestic debt (Treasury bill bond, development 

stock, savings bond) and infrastructure development proxies (power and ICT) for 2001 to 2020. The study applies 

descriptive and inferential statistics analysed by multiple regression. Findings revealed a positive and significant 

effect of domestic debts on infrastructure development (Adj. R2 POWERINF 78.9% at 0.05 significance level, p-

value 0.9369 and ICTINF with Adj.R2 69.23% at 0.05 significance level, p-value 0.0397). Domestic debt could 

affect infrastructure development, but 21% of POWERINF and 30.77 ICTINF explains other factors affecting 

infrastructural development. Also, suppose Nigeria implements IPSAS guidelines fully. In that case, it could 

positively influence transparency and accountability, thereby enhancing infrastructure development. 

 

Keywords: Infrastructure development, domestic debt, IPSAS, Accountability, Transparency 

 

1. INTRODUCTION  

 

Even though Nigeria enjoys abundant sources of wealth, the average person on the street cannot boast of a meal 

a day. (Putte, 2020); Ejere (2013) opined that the average person is poor due to the poor management of financial 

resources. Evidence of the poor state of infrastructural development abounds in the rate of development, bad 

roads, airways, unnecessarily prolonged rail project, the poor state of the public hospitals and classrooms. Rating 

Nigeria’s Human Capital Development index (HCDI) is 0.34 globally; Nigeria is 152nd out of 157. The World 

Bank (2019) report revealed that Ghana ranks 104th in the global education system and 12th in Africa ahead of 

Zimbabwe. Nigeria holds 124th position in the world and 25th in Africa behind Rwanda. Despite the introduction 

of Information Technology, service delivery still rates very low (Eseosa & Aigbe, 2019).  Deficiency in power 

generation subsists through different budget periods indicating an intention to attain a specified level of energy 

generation without success. For example, the intention was to generate 20,000 megawatts, but reality showed less 

than 2000 megawatts of power generation.   

 

Where there are problems of accountability, the development of a country turns to an erroneous mental 

imagination (Gberevbie, 2017). The need to borrow arises when enough cash to settle a commitment is 

unavailable. Businesses borrow, intending to pay back such debt through revenue generation. The public sector, 

as a result of the need to provide facilities that will enhance individual and corporate economy, goes into 

borrowing (Festus, 2019 ). Not only this, even though Nigeria is highly endowed with various revenue-generating 

resources, she is still unable to finance infrastructure development effectively without incurring debt (Onyeiwu, 

2012). The Fiscal Responsibility Commission suggested that infrastructural development and health drawbacks 

are signs of economic problems prevalent in a nation. Debt is an agreed-upon deferred payment instead of paying 

for immediate obligations (Chouraqui, Brian & Montador, 2014). Several reasons can be adduced for a nation’s 
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debt; however, what is essential is the practical application of such debt. It is equally vital that there are regulatory 

frameworks for managing such debt.  The drawbacks of the annual budget in meeting the government's finances 

lead to the incurrence of debt.  Inability to meet debt obligations places a government, business, individual or 

entity in a state of stress as efforts are made to ensure payment. Hence, it becomes pertinent that the mindset to 

pay must be there, necessitating accountability for a nation. A decision to incur a debt demands consideration of 

the attached risks, the ability to service the debt when due, and the debt's worthwhileness.  

 

Assessing the medium-term framework, it is observed that the high debt profile of Nigeria is responsible for the 

setback in economic development, which over time has become a burden in the annual budget (Tabiowo, 2015; 

Festus, 2019). Statistics reveal that government debt continues to increase gradually, as the Nigerian 

Government’s debt accounted for 18.9% of the country’s nominal GDP in September 2020, compared with the 

ratio of 18.2% in the previous year. Nigerian government’s debt to GDP  ratio reached 18.9% in September 2020 

against the lowest record of 9.6% in December 2010 (CEIC report). The country’s nominal GDP  reached 114.8bn 

USD in December 2020 (https://www.ceicdata.com/en/indicator/nigeria/government-debt.  

 

Public debt is made up of external and domestic debts. The debts are incurred by Federal, state and  FCT 

Governments. The DMO (2021)  revealed that public debt in 2020 was N32,22trn as of 2020 September., N25.7trn 

(2019), N22.4 (2018), N20.3 (2017) and N16.2trn (2016). The trend showed a gradual increase annually.  

 

Various studies on debt and economic growth, revenue generation and economic growth or infrastructural 

development suggested a need for matching revenue with infrastructure development (Nwosu & Okafor, 2014) 

and a need for monitoring and accountability (Okwoi & Sule, 2016).   Akpan (2013) examined revenue generation 

and infrastructural development in Imo State and found that there is a link between revenue generation and 

infrastructure development but suggested a need for monitoring and accountability while Adesoji and Chike (ND), 

basing their study on Lagos State through an examination of internally generated revenue and infrastructure 

development, equally suggested that there is appreciable development in infrastructure development; the study, 

however, stated a need for boosting revenue generation in order to achieve infrastructural and economic 

development. Through various studies, Atis (2014) and Palei (2015) affirmed the contributory effect of 

infrastructure development on the economy's growth yet decried the absence of its development in many sectors. 

Studies on domestic debt and poverty in Sub-Saharan Africa (Mbate, 2013), and specifically on economic growth, 

indicated a non-linear relationship between domestic debt and economic growth. This showed slow growth in the 

economy of Bangladesh (Kazi & Islam 2020). Observing infrastructure development in African nations,  Andrea 

and Lorenzo (2013) noted that bad and congested roads, power outages and dirty water are prevalent. However, 

the problem of finance is identified as crucial to solving these challenges.  

 

Maiyaki (2014) investigated the trend in and effectiveness of government budget and expenditure on infrastructure 

from 1999 and 2014 and suggested that accountability and financial discipline are missing in the affairs of the 

Nigerian government. Okwoi and Sule (2016) equally suggested that there should be a proper rendering of returns 

on revenue to avoid borrowing. Ssempala, Ssebulime and Twinoburiyo (2020) opined that the government needs 

to review her policies to ensure accountability for resources that can be applied to achieving infrastructure 

development. This study proposes that domestic debt affects infrastructural development. Thus if responsibility 

officers render returns effectively and efficiently, wasted or misapplied funds can be redirected to economic 

growth programmes and infrastructural development in the future. The main objective of the study thus is to 

examine Accountability: A Panacea for Domestic Debt burden and infrastructure development in Nigeria. 

 

The study is descriptive and uses secondary data analysed through multiple regression. The study population is 

Nigeria’s domestic debt, and the study covers the years 2001 to 2020.  The study is essential as it is poised to 

redirect the government’s attention to ensuring accountability. This gap has bedevilled Nigeria’s economic and 

developmental growth. 

 

2. DISCUSSION OF LITERATURE 

 

The concepts treated in the study include domestic debt and its proxies such as Federal government savings stock, 

treasury bills, treasury bond, and infrastructure development with proxies such as power infrastructure, transport, 

Information and communication technology, health and social welfare.  

 

Infrastructure development is earmarked and implemented through capital expenditure programmes of the 

government basically for fixed assets that enable the generation of revenue (Linda 2005, Babatunde 2018). 

Equally, it enhances economic growth for services and products that fall within its economic activities. This 

highlights the importance of maintaining such revenue-generating assets to capture future development effectively 
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(Ambrose and Steinner 2017). Provision for capital expenditure is primarily provided through the annual budget. 

However, reasons such as inadequate preparation, delay in the budget process, inexperience, poor monitoring and 

control have often been a cog in the wheel of infrastructure development. Equally observed is the fact that 

government sometimes use debts to finance recurrent expenditure giving a wrong notion of applying debt to 

capital development (Chijoke, 2019; Ahmed, Minister of Finance). 

 

According to West Africa Report (2017), only 16% of Nigeria’s roads are tarred and good. The World Economic 

Forum ranked Nigeria 132nd out of 138 countries globally. The Economic Recovery and Growth Plan (ERGP, 

2017) equally reported Nigeria’s poor level of infrastructure development as being responsible for the low 

economic status (Schunemann and Porter, (2020). Whereas Foster and Pushak (2011) suggested that Nigeria needs 

$10.42bn for ten years to resolve infrastructure challenges, presently, about $5.9bn is being spent annually. 

However, with revenue generation of N5.413bn (2016), N6.547bn (2017), N8.167bn (2018)..N693.91bn (2019)  

N612.87 (2020), total recurrent expenditure of N21.612trn and capital expenditure of N5.867trn (OECD.Stat, 

2021), going for debt to meet unique and infrastructure needs is not unlikely. The challenge is the mounting debt 

that threatens the nation’s economy. Extant literature reveals various demands that attention is paid to the rate at 

which debt is being incurred and the lack of equivalent developmental programmes to justify the debts ( 

Babatunde, 2017; Oyebode, 2018; & Festus, 2019). This is an area supposedly addressed by financial standards 

that directed proper disclosures to pave the way for accountability. 

 

The introduction of the International Public Sector Accounting Standard (IPSAS) aims to provide a way out 

through stipulated guidelines to ensure proper accountability for public funds. Despite the lofty benefits provided 

by IPSAS, Nigeria only adopted but failed to implement the standards (Babatunde, 2017). Studies like Ijeoma 

(2014), Onuorah and Nangih (2019), and Erin (2016) suggested that IPSAS standards will enhance comparability 

and International best practices, transparency and accountability, improve the quality of financial reporting, 

enhance good governance and furnish reliable information for decision making. If these are equally good for 

Nigeria, why not follow the adoption of the standard with implementation.? 

 

Given the ranking of Nigeria on the international transparency index of 136th out of 176 nations, resolving the 

economic challenges around her sends negative signals about the sincerity of the government. This is anchored 

on the expectations of international investors who would desire a secure financial environment for their 

investments. This equally portends some challenges in addressing the issue of debt burden. The implication of 

this problem reveals the necessity of reviewing the gaps that have greatly influenced the current economic 

scenario. 

 

In practice, Nigeria’s budgets for several years are delayed for upward of five to six months before the lawmakers’ 

approval. Budget delays affect the execution of infrastructural projects performance of businesses and create 

uncertainties for business decisions. Secondly, budget delays slow down performance in industries and revamp 

the economy. Thirdly, due to the delay, the release of allocation and other funds to ministries and parastatals 

inform undue delay in payment of workers’ salaries and reduce the purchasing power of the people either in the 

long or short run. These create some negative influences on the economy. 

 

Infrastructural development is set back since funding and payments to contractors become impossible due to 

budget deficit and delays in implementation. When the flows prompted by budget execution are disrupted, other 

negative results follow, such as people taking advantage of the gaps created. With production and other activities 

slowed down, there is a possibility of experiencing inflationary tendencies, sharp practices and other harmful 

vices. The scheduled debt repayment plans are equally put on hold, thus extending debt tenure and possible debt 

accumulation. 

 

Nigeria, the most populous African nation, faces diverse problems, including poor and inadequate development 

of transportation (rail, road, air), communication and electricity, education and health sectors, among others. This 

has been the bane of a setback in overall national development and economic growth. Infrastructure development 

is deficient in urban and rural areas (Oyedele, 2012) due to inconsistencies in development plans emanating from 

ethnic, political apathy, and non-continuity governance.  Equally, the objectives of each administration usually 

lack purposefulness and clarity; projects take longer time than planned, at times such projects are abandoned due 

to the inadequacies and irregularity of funding, and at times project funds are misappropriated. More often, 

approval and release of funds are delayed due to bottlenecks in the system. Likewise, poor equipment inhibits the 

successful completion of programmes. On record are the arrant wastages in allocated resources, misappropriations 

and the challenge of transparency in governance, a situation that keeps raising the question of the integrity of 

government when erring officers misappropriate and still get away with it (Adah, 2015; Benyin & Ogochukwu, 

2015; and Olaseni, 2019). Evidence of the poor state of infrastructural development abounds in the development 
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rate, bad roads, airways, unnecessarily prolonged rail projects, and poor state of the public hospitals and 

classrooms. Rating Nigeria’s Human Capital Development index (HCDI) is 0.34 globally, Nigeria is in 152nd 

position out of 157. The World Bank (2019) report revealed that Ghana ranks 104th in the global education system 

and 12th in Africa ahead of Zimbabwe. Nigeria holds 124th position in the world and 25th in Africa behind 

Rwanda. Despite the introduction of Information Technology, service delivery still rates very low (Eseosa & 

Aigbe, 2019).   

 

3. DATA ANALYSIS 

 

Objective: 

Evaluate the effect of domestic debts (treasury bill, development stock, treasury bond, savings bond, green bond) 

on power and Information and communication technology infrastructures  in Nigeria 

 

POWINF            =  β0 +  β1 + (TRSB, DEVS, TRYB, SAVB, GRNB) + εt   ----  Equation 1 

ICTINF               = β0 + β3 +{TRSB, DEVS, TRYB, SAVB,GRNB} + εt      ---- Equation 2 

Main Model --- β0 + β1 + INFDEV =  TRSB, DEVS, TRYB, SAVB, GRNB, INFL } 

 

Where:  

 

β0 = Constant 

β1,  β2,  β3, β4 and  β5 = Model Co-efficients         

 

Hypothesis  

H1: Domestic debts (treasury bill, development stock, treasury bond, savings bond, green bond) have no 

significant effect on power infrastructure in Nigeria. 

 
Table 1: Correlation Test 

 LTRSB LDEVS LTRYB LSAVB LGRNB INFL LTRYB 

LTRSB  1.000000       

LDEVS -0.741570  1.000000         

LTRYB -0.777868  0.791835  1.000000        

LSAVB -0.870374  0.960135  0.833074  1.000000       

LGRNB -0.579623  0.903148  0.763425  0.831541  1.000000     

INFL -0.732514  0.937762  0.695218  0.915030  0.818978  1.000000  

LTRYB -0.747816  0.709798  0.687668  0.789957  0.553104  0.674950  1.000000 

 
Table 2: Output result Model 1 

Variable Model  

Coefficient Std. Error T Stats Prob. 

ECT(-1) -0.010920 0.026336 -0.414654 0.0268 

LSAVB -0.2530143 6.310307 

 

-4.00954 0.0011 

LTRSB 0.03130751 1.528628 

 

2.048080 0.0585 

LDEVS 0.02315107 2.631660 

 

0.879713 0.3929 

LTRYB -0.0029537 3.666895 

 

-0.08055 0.9369 

C 0.7481771 40.52722 1.846110 0.0847 

Adjusted R2 0.789552 

Breusch-Godfrey Serial Correlation Test 0.5281 

Heteroskedasticity Test

  

0.5631 

F-Stat 18.82089 (0.000010) 

Ramsey Reset

  

15.09457 (0.1300) 

 

From table II above,  the co-efficient for ICTt-1 is the speed of adjustment towards a long-run equilibrium of 

1.09%. This means about 1.09% of departures from long-run equilibrium is corrected each period. The p-value of 

0.0268, which is statistically significant at 5%, explains Infrastructural development.  



 

Proceedings of the 3rd ICAN-MALAYSIA International Conference on Accounting and Finance (ICAF-IMDS 2021) 

24-25 March 202: UUM, Sintok, Kedah, Malaysia 

79 
 

From the model result, SAVB has a negative impact on Infrastructural development. Specifically, a 1% change in 

SAVB would lead to a 25.3% decrease in POWINF of the country. This negative effect is statistically significant 

because the p-value for t-statistic of 0.1% is less than 5%. It negates the A Priori because an increase in SAVB is 

expected to increase Infrastructural development. 

 

TRSB has a positive impact on POWINF, a 1% change in TRSB would lead to a 3.13% increase in POWINF of 

the country. However, the effect of TRSB on POWINF is not statistically significant, with a p-value of 0.0585 at 

a 5% significance level. It does conform to a priori because an increase in TRSB is not expected to increase 

Infrastructural development. 

 

DEVS has a positive impact on POWINF. Specifically, a 1% change in DEVS would lead to a 23.2% increase in 

Infrastructural development. The effect of DEVS on POWINF is not statistically significant, with a p-value of 

0.3929 at a 5% significance level. Again, this conforms to A Priori because an increase in DEVS is expected to 

increase Infrastructural development. 

 

TRYB has a negative impact on Infrastructural development. Specifically, a 1% change in TRYB would lead to 

a 0.3% decrease in POWINF. The effect of TRYB on POWINF is not statistically significant, with a p-value of 

0.9369 at 5% significance, and it conforms to A Priori because an increase in TRYB is expected to reduce 

Infrastructural development. 

 

From Table 2, the Adjusted R2 is 0.789552 showing that about 78.9% of the dependent variable is traceable to the 

independent variables. In comparison, the remaining 21.1% is explained by factors not included in the model. 

This shows that the model has a perfect fit. This implies that the independent variables are explanatory variables 

of the dependent variable. That is, domestic debt is significant in explaining Infrastructural development. Since 

the probability value of f-stat is 0.000010, which is less than 0.05, that is, significant, we reject the null hypothesis 

and conclude that the model is significant in explaining the effect of domestic debt on Infrastructural development. 

 

The model has no serial correlation because the Observed R-squared probability value of 0.5281 is more 

significant than 0.05. Similarly, since the Observed r-squared probability value for the heteroscedasticity test is 

more significant than 0.05, there is no heteroscedasticity. This shows that the model is homogenous. That is, it is 

constant. Finally, the F-Statistics for the Ramsey-RESET test is more significant than 0.05; hence the model is 

linear. This means that the model was adequately formulated. 

 

The study evaluates the effect of domestic debts(treasury bill, development stock, treasury bond, savings bond, 

green bond) on power infrastructure in Nigeria. The analysis outcome showed that the f-stat is 0.000010, which 

is less than the 0.05 significance level. The null hypothesis was rejected. Equally, From the result in Table 2, the 

p-value is 0.9369. Adjusted R2 is 0.789552 showing that about 78.9% of the dependent variable is traceable to the 

independent variables. 

In contrast, the remaining 21.1% is explained by factors not included in the model. This shows that the model has 

a perfect fit. This implies that treasury bills, development stock, savings bonds, and green bonds affect power 

infrastructure development. This outcome is corroborated by Amaefule and Umeaka (2016) in their study 

outcome, which stated that capital expenditure (through domestic debt) positively creates an increase in 

infrastructure development.  

 

This position could also be further enhanced with the government’s policy review to encourage maintenance of 

the infrastructures, accountability, and transparency to achieve sustainability, as suggested by Elumelu (2021) and 

Davies, Nwankwo Olofindade and Michael (2019). 

 

Model 2 

Evaluate the effect of domestic debts (treasury bill, development stock, treasury bond, savings bond, green bond) 

on Nigeria's information and communication technology infrastructure. 

 

ICTINF               = β0 + β3 +{TRSB, DEVS, TRYB, SAVB,GRNB} + εt      ---- Equation 2 

Main Model --- β0 + β1 + INFDEV =  TRSB, DEVS, TRYB, SAVB, GRNB, INFL } 

 

Where:  

β0 = Constant 

β1,  β2,  β3, β4 and  β5 = Model Co-efficients 
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Hypothesis 2 

H2:  Domestic debts (treasury bill, development stock, treasury bond, savings bond, green bond) have no 

significant effect on Information and Communication Technology (ICT) in Nigeria. 

 
Table 3: Output result of Model 2 

Variable Model Two 

Coefficient Std. Error T Stats Prob. 

ICT(-1) -0.000510 0.017535 -0.029106 0.0397 

LSAVB 0.506090 0.240014 2.108588 0.0522 

LTRSB 0.085766 0.100096 1.544082 0.1609 

LDEVS -0.154556 0.058142 -1.475115 0.1434 

LTRYB 0.072528 0.139471 0.520024 0.6106 

C 4.279862 1.541460 2.776499 0.0141 

Adjusted R2 0.692394 

Breusch-Godfrey Serial Correlation Test 0.6185 

Breusch-Godfrey Heteroskedasticity Test 0.7296 

F-Stat 11.69184 (0.000164) 

Ramsey Reset

  

0.330108  

Dependent Variable: ICTINF 

 

From Table 3, the co-efficient for ICTt-1 is the speed of adjustment towards a long-run equilibrium of 0.05%. 

This means about 0.05% of departures from long-run equilibrium is corrected each period. The p-value of 0.0397, 

which is statistically significant at 5%, is significant for explaining ICTINF.  

 

SAVB has a positive impact on ICTINF. Specifically, a 1% change in SAVB would lead to a 50.6% increase in 

ICTINF of the country. The effect of SAVB on ICTINF is not statistically significant, with a p-value of 0.0522 at 

a 5% significance level. It conforms to a priori because SAVB is expected to increase ICTINF. 

 

TRSB has a positive impact on ICTINF. Specifically, a 1% change in TRSB would lead to an 8.6% increase in 

ICTINF. The effect of TRSB on ICTINF is not statistically significant, with a p-value of 0.1609 at a 5% 

significance level. However, it conforms to a priori because TRSB is expected to increase ICTINF. 

 

DEVS has a negative impact on ICTINF. Specifically, a 1% change in DEVS would lead to a 15.5% decrease in 

ICTINF. The effect of DEVS on ICTINF is not statistically significant with a p-value of 0.14342 at a 5% 

significance level, and it does not conform to a priori because an increase in DEVS is not expected to reduce 

ICTINF. 

 

TRYB has a positive impact on ICTINF. Specifically, a 1% change in TRYB would lead to a 7.3% increase in 

ICTINF. However, the effect of TRYB on ICTINF is not statistically significant, with a p-value of 0.6106 at a 5% 

significance level. However, it conforms to a priori because TRYB is expected to increase ICTINF.  

 

From the result in Table 3, the Adjusted R2 is 0.692394 showing that about 69.2% of the dependent variable is 

traceable to the independent variables. In comparison, the remaining 30.8% is explained by factors not included 

in the model. This shows that the model has a good fit. This implies that the independent variables are suitable 

explanatory variables of the dependent variable. That is, Domestic Debt is significant in explaining Infrastructural 

Development. 

 

Since the probability value of f-stat is 0.000164, which is less than 0.05, that is, significant, we reject the null 

hypothesis and conclude that the model is significant in explaining the effect of Domestic Debt on Infrastructural 

Development. The table shows that the Observed R-squared probability value is more significant than 0.05; hence 

there is no serial correlation. The table further shows that there is an absence of heteroscedasticity. This is because 

the Observed R-squared probability value for capital expenditure is more significant than 0.05. This shows that 

the model is homogenous. That is, it is constant. Finally, the F-Stat in the table for the Ramsey RESET test is 

more significant than 0.05, and the model is linear. This means that it was formulated correctly. 

 

In summary, findings indicate that TRYB, DEVS, and TRSB significantly affect infrastructure development 

(POWINF), Adj R2 being 78.9%, p-value 0.9369, 0.05 significance level. The implication is that other factors 

explain 21%. Furthermore, SAVB, TRSB, TRYB and DEVS significantly affect information and communication 

technology (ICTINF), Adj R2 69.23%, p-value 00397 at 0.05 level of significance. This implies that other factors 

explain 30.77. It can safely be inferred that domestic debt (SAVB, TRSB, TRYB and DEVS) affects infrastructure 

development. This implies that if a domestic debt is effectively and efficiently applied to infrastructure 
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development, a positive effect would be achieved economically through infrastructure development. This position 

agrees with Drita (2016) on the practical development of infrastructure nationally. However, the Nigerian 

environment requires enforcement of standards included in the 21% and 30.77% other factors observed in the 

outcome of the investigation.    

 

4. CONCLUSION AND RECOMMENDATIONS 

 

Nigeria has come a long way in delivering infrastructure development. Still, it faces the dilemma of overcoming 

the setbacks in achieving the infrastructure development objective. This study has shown that domestic debt will 

positively affect infrastructure development if effectively administered.  The existing gap that must be covered is 

accountability for financial resources. This equally challenges Nigeria’s policymakers to constructively appraise 

current challenges in line with the need to fully move away from the fence and implement the IPSAS guidelines.  

 

What then is the way out? Ijeoma (2014) suggested that the adoption of IPSAS will enhance accountability and 

transparency in the management of Nigeria’s financial resources. Guthrie (2020) opined that accountability in the 

public sector is a ‘chameleon-like’ and complex concept. Duenya, Upaa and Tsegba (2017) submitted that the 

standards are expansively applied globally; hence if embraced by Nigeria, it will enable comparison. Erin, Okoye, 

Modebe and Ogundele (2016) equally averred that standards are poised to impact quality financial reports. Sellami 

and Gafsi (2018) further suggested that the use of accruals rather than cash will greatly influence quality financial 

information and reporting.  

 

Based on the previous premises, it is suggested that embracing IPSAS will benefit Nigeria, encourage 

accountability for financial resources and influence the application of domestic debt such that infrastructure 

obligations are ensured and achieved. 
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Abstract   

 

This study determines the effects of governance structure on corporate social responsibility disclosure of listed 

manufacturing companies in Nigeria. The study aims to find out if the numbers of female and foreign directors 

on the board of directors affect corporate social responsibility disclosure of listed manufacturing companies in 

Nigeria. Expos-factor research design was adopted, and content analysis technique was used to extract corporate 

social responsibility information disclosed in the annual reports of the sampled population. Descriptive statistics 

and multiple regressions were done to determine the relationship between the elements of corporate governance 

and the corporate social responsibility disclosure index. Correlation analysis was done to determine the statistical 

relationship between the number of females on the board and the number of foreign directors on corporate social 

responsibility disclosure.  It was discovered that the number of female and foreign directors on the board of 

directors has insignificant effects on corporate social responsibility disclosure of listed manufacturing companies 

in Nigeria for the study period. Therefore, the study recommends a need for a detailed review of the corporate 

governance code in Nigeria, and mandatory corporate social responsibility disclosure should be introduced. 

 

Keywords: Corporate Governance, Corporate social responsibility disclosure, Female directors and Foreign 

directors 

 

 

1. INTRODUCTION  

 

Corporate Social Responsibility Disclosure (CSRD) is the act of reporting corporations' social and environmental 

efforts. Good corporate responsibility has become a severe concern to most businesses globally. CSRD literature 

has discussed issues dwelling on the environment, energy, human resources management, community 

involvement, products, sustainability, and external relations; to the extent that it has gradually gotten fused into 

companies’ Corporate Governance practices.  

 

Specifically, manufacturing entities are intimate components of the society, ideally providing a two-way financial 

flow: providing social and environmentally sustainable benefits to their owners and providing to the society where 

they operate. Their existence is expected to improve the living standard of the communities where they operate 

while ensuring that future generations are not deprived by their operations.  

 

Manufacturing companies have continued to impact comfort, convenience and affluence to people's lives. 

Manufacturing companies have contributed significantly in promoting the economic and social growth of the 

global economy in general and Nigeria in particular. Therefore, it is convenient to say that the Nigerian economy 

owes its development mainly to the manufacturing sector. 
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However, of great concern is that most businesses or economic activities of manufacturing companies often result 

in social and ecological problems. Their activities have continued to generate damaging effects on the environment 

and even carried on to erode long-accepted societal norms. These activities have remained major issues in 

performance-wide discourse (Hosan, Eko & Salsabila, 2019). As a result, environmental and social problems are 

now making significant headlines, increasing awareness of social concerns. Manufacturing companies are 

increasingly being held accountable for the rapidly eroding environmental and social assets with awareness of 

sustainability practices increasing, and pressures on manufacturing companies to be socially and environmentally 

responsible have become eminent. 

 

It suffices to state that the available approach of industrial activities on the environment has created critical 

ecological challenges on the planet, aggravating phenomena like climate change, ozone depletion, over-

exploitation of natural resources, air pollution, and increase in radioactive water pollution (Adeyemi & Ayanlola, 

2019). These have resulted in the continuous destruction of marine life, thereby disrupting the sustainable 

development of the environment. This is aside from the pollution of social norms and values resulting from cross 

border investments where movements of specialists and experts are common across international boundaries.  For 

instance, new technologies render previous equipment redundant and archaic in the electronic industry, with 

challenges regarding where to dispose of the old that is no longer useful, constituting severe environmental 

problems (Gatimbu & Wabwire, 2016). Obsolete equipment and other industrial wastes are disposed of in 

unwholesome conditions, especially in technology emerging countries such as Nigeria. This practice poses great 

danger to the health, social and environmental condition of human lives, plants, livestock, and the ecosystem in 

Nigeria. Therefore, the manufacturing companies must communicate their social and environmental 

responsiveness through appropriate disclosures in their financial statements. This is particularly where a country 

is characterised by stack deficiency in regulation enforcement mechanisms from weak institutions and improper 

management. It is the norm in this country with rampant infractions of human rights. 

 

Another vital driver for the growing pressure on manufacturers to act socially responsible is the inversely 

transmitted reactions to the ravenousness of firms in consuming scarce resources in a quest for superior profits 

while recklessly ignoring the negative effects on society. The negative implications of these firms’ operations 

have been apparent in several operational, social and environmental disasters (Habbash, 2016). For example, a 

toxic gas release tragedy occurred on 3 December 1984 in India, orchestrating a whirlwind of around 16,000 

deaths (Habbash, 2016). Furthermore, on 26 April 1986, the Chernobyl Nuclear Power Plant in Ukraine exploded, 

causing several deaths and creating dangerous social and environmental conditions (Habbash, 2016). Other 

disasters include Union Carbide Chemical Leak in Bhopal, India in 1984, the tainted milk episode involving a 

Japanese company, Snow Ball Diary company in 2000, the Chinese Sanlu Melanine Milk poisoning incident in 

2008 (Ghanasham & Hyderabad, 2019). 

 

In Nigerian, significant incidents of environmental and social neglect are apparent in communities where cement 

production takes place, the villagers are exposed to industrial chemical inhalation, thereby exasperating health 

hazards to residents. Thousands of barrels of oil are spilt into the environment through oil pipelines and tanks in 

the country (Musa, 2020). Enforcement of environmental regulations remains poor as industries discharge 

untreated wastewater into the environment. Heaps of refuse are a constant sight in Nigerian streets and markets. 

The fact remains that most manufacturing companies use chemicals causing pollution harmful to residents in their 

immediate environment and beyond. These are only a few social and environmental mishaps and wreckages 

caused by manufacturing companies in Nigeria. Despite these catastrophes, manufacturing companies continue to 

portray weak attitudes towards environmental and social disclosures in the sustenance of their external climate, 

contrary to evidence revealing the dehumanisation the environment continues to undergo rather than stabilise or 

improve. 

 

Internationally, institutions have been at the vanguard of underlining the need for governments and companies to 

adhere to the principles of corporate social responsibility. For example, the World Business Council for 

Sustainable Development (WBCSD), the Organisation for Economic Cooperation and Development (OECD), 

ISO 26000, United Nations Global Compact, to mention but a few. 

 

Locally, governments have made interventions in different ways such as Awareness-raising, information 

platforms, training and capacity building measures, disclosure of payments to public institutions; Partnering-

Multi-stakeholder involvement, public-private partnerships, collective action efforts, roundtables; Soft Laws such 

as Corporate governance codes, codes of conduct, implementation of international principles, guidelines for 

corporate responsibility reporting, tax exemptions for philanthropic actions, linking corporate responsibility to 

public procurement procedures and export credit boards; others include, Companies and Allied matters Act, 
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Pension Reform Act, Stock exchange regulations, penalties for non-compliance, to mention but a few (Adeyemi 

& Ayanlola, 2019).  

 

Corporate Governance is a globally acceptable governance mechanism that accepts the board of directors as the 

monitoring institution which ensures effective management of corporations’ assets for the benefit of its 

stakeholders. Corporate governance, especially in the modern day, reinforces a strategy that reflects and balances 

the legitimate and reasonable needs, interests, and expectations of its stakeholders in an inclusive, ethical, and 

sustainable manner. Corporate governance systems have diverse mechanisms, such as boards of directors, audit 

committees, board diversity, consisting of the proportion of female and foreign directors who monitor and control 

managers’ decisions (Habbash, 2016). Therefore, the board of directors are supposed to defend CSR disclosures 

useful for a wide range of interest groups (Cuadrado-Ballesteros, Rodrı´guez-Ariza, & Garcı´a-Sa´nchez, 2015). 

This is in a bid to entrench and maintain impartiality, reduce agency costs in corporations, and improve financial 

and non-financial performance (Donnelly & Mulcahy, 2008). 

 

Board diversity provides the board’s exposure to different experiences, thereby bringing to bear on the company 

monitoring and evaluation system the best governance practices. This argument is firmly rooted in the agency 

theory inferring that the tactic will help reduce agency costs in corporations and improve performance.  In line 

with that, Jain and Jamali (2016) noted that a chairman ought to be a non-executive director to curtail the possible 

abuse of dominant executive powers, which may ultimately affect the propensity of voluntary information 

disclosed by impeding the board from effectively performing its functions.  

 

The practice of Corporate Governance alongside it several reforms in the past such as Companies and Allied 

Matters Act 1990 as amended to date, Securities and Exchange Commission (SEC) code of best practices in 

Corporate Governance 2003, the Central Banks of Nigeria (CBN) Code of Corporate Governance for Banks in 

Nigeria in 2006, National Economic Empowerment and Development Strategy (NEEDS) which sets the context 

by defining the private sector role to be proactive in creating productive jobs, enhancing productivity, and 

improving the quality of life and recently, the 2018 Nigerian Code of Corporate Governance are all projected to 

transmit improvements in the performance of firms, particularly in Corporate Social Responsibility Disclosures. 

However, much is left to be desired as societies, especially developing countries and particularly Nigeria, continue 

undelivered from the manufacturing companies' environmental and social mishaps.  

 

The directors are responsible for developing sustainable business strategies and supervising the responsible use 

of firms’ assets. The board takes crucial decisions concerning a firm’s CSR policies. Seeing that corporate 

governance impacts CSRD significantly in developed countries, it is a supposition that as corporate governance 

(CG) is reformed in Nigeria (such as the Nigerian  Code of Corporate Governance (NCCG) 2018), continues 

manufacturing activities should only result in improved and sustained social and environmental activities for 

humanity.  

 

Many studies carried out in the past have focused on a few selected companies listed on the Nigerian Stock 

Exchange (NSE), thereby ignoring the peculiarity that a sector may exhibit in Nigeria. Therefore, this study aims 

to empirically accrue evidence of CSRD practices in the manufacturing sector of the Nigerian economy using the 

Global Reporting Initiative (GRI) index to ascertain if CG diversity has an impact on CSRD in Nigeria. 

 

2. LITERATURE REVIEW 

 

2.1 Concept of corporate governance 

 

Many authors and organisations have attempted corporate governance. It is described here as a governing structure 

that sees the board of directors as the highest monitoring institution that guides the investment perception of their 

organisation in line with its primary motives. Thomson and Zarina (2019) see corporate governance as comprising 

systems, principles, processes, and guidelines for directing or controlling the affairs of a company with the 

ultimate aim of meeting the goals and objectives beneficial to all stakeholders in the long term. This definition 

sees corporate governance as an institutional arrangement directed towards effective assets management, 

considering the need to meet the diverse needs of interested parties. This is similar to the OECD (2017) position, 

which maintains that Corporate Governance refers to the system by which corporations are directed and controlled 

by stakeholders. Stakeholders here imply the board of directors, management, shareholders, customers, employees 

and society. In addition to the principles of stakeholders, OECD (2017) further emphasised that good corporate 

governance should be built on fairness, accountability, independence, and transparency. This position also 

emphasised the need for ethical consideration in governance.   
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2.2 Concept of Corporate Social Responsibility Disclosure (CSRD) 

 

Corporate Social Responsibility Disclosure (CSRD) is defined as the report of corporations on the social and 

environmental impact of their activities and the effectiveness of their social programmes.  Umair and Sara (2016) 

see it as a way corporations discharge their social commitments and stewardship their social resources. Similarly, 

CSRD is described by Akano, Olaniran and Ogunseye (2013) as the process of communicating to society the 

social and environmental effects of organisations' economic actions to particular interest groups within society. 

This means that CSRD is a way of legitimising the organisation's activities in society. According to Muktar, 

Mohammad, Jibrin and Sabo (2016), CSRD is how organisations express their impact on the broader stakeholders.  

This explains that by disclosing their social and environmental activities, companies could receive favourable 

treatment concerning regulation, gain high support from social activist groups, achieve legitimacy from the 

industrial community, obtain positive news from the media, and maintain their reputation (Olayinka & Ande, 

2016).  

  

Numerous theories abound in social science commonly used in discussions on corporate governance and corporate 

social responsibility disclosure.  For this study, the agency theory is the underpinning theory. Agency theory was 

propounded by Jensen and Meckling (1976). It explains the principal-agent relationship as a contract. The 

principals engage the agents to do some service on their behalf. The framework sees agents as managers, and the 

principals are the shareholders. The agency theory lowers the risk of information asymmetry among a company 

and its investors, therefore reducing risk for the firm. Thus, shareholders look to regulate the behaviour of 

managers through bonding costs and supervision (Jensen & Meckling, 1976). The theory believes that voluntary 

disclosure can be construed as one of the bonding costs incurred by managers to decrease agency costs. Managers 

may signal to shareholders that they are acting optimally via voluntary disclosure.  

 

3. DEVELOPMENT OF HYPOTHESES 

 

3.1 Female directors and corporate social responsibility disclosure 

 

The substantial participation of females in all the world's activities have significantly increased with a more 

significant impact. As a result, female proportion in the boardroom is necessary for CSRD. Agency theory and 

social role theory are strong advocates of female directorship. According to Sinkins and Simpson (2017), it 

enhances board diversity and independence. At this juncture, board gender is considered one of the diversity 

variables. Having females on the board has some benefits, such as embedding diversity and enhancing the 

opportunity to achieve a competitive advantage (Oso & Semiu, 2012). Concerning the corporate social 

responsibility activities and disclosure, the majority of the previous studies found that female directors enhance 

the CSR activities (Zhang, 2013, Boulouta, 2018); CSR rating (Bear, Rahman & Post, 2015); CSRD quality of 

environmental reporting (Simmon, 2016). 

 

Furthermore, Shauki (2019) studied the CSRD in Indonesia from stakeholders’ perceptions. The results indicated 

that gender diversity significantly influenced CSRD. Webb (2004) and Umair and Sara (2016), and Eni and Kevin 

(2018) found that the firms with female directors are more socially responsible in the United States of America. 

Zhang (2013) found evidence that more female directors in the board enhanced firms' corporate social 

performance. Mallin and Michelon (2018) found that better corporate citizens have a more significant proportion 

of female directors in their boardrooms. Having females on the boards may be considered the firms' consciousness 

signal about issues related to legitimacy (Soares, Carter & Combopiano, 2019). The empirical studies indicated 

that firms with more female directors serving on the board have a higher level of philanthropy and charitable 

giving ((Soares, Carter & Combopiano, 2019). As well as better support for conducive work environments (Umair 

& Sara, 2016). 

 

H1: The number of females on the board of directors does not significantly affect the CSRD of manufacturing 

companies in Nigeria  

 

3.2 Foreign directors and corporate social responsibility disclosure 

 

A foreign director is a member of the board of directors of a company resident in a country other than his country 

of origin. Ananaba and Chukwu (2017) suggest that firms with foreign directors reform a more Anglo-American 

corporate governance system. According to the study, these reforms include equity-based performance measures, 

changing the board formation and responsibilities, and communication with stakeholders, including the 

community. This is interesting since it is not just American and British investors who propose implementing the 
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Anglo-American corporate governance system. However, investors in developing countries have been shown to 

promote this system when considering investment (Ananaba and Chukwu, 2017). 

 

Even though more significant foreign shareholders tend to use their powers to obtain benefits that do not accrue 

to smaller shareholders, these negative effects are mitigated because large foreign shareholders are outsiders and 

can therefore perform their monitoring duty in a more unbiased way (Simmons, (2016).  This means that foreign 

directorship strengthens the independence of the board of directors. Furthermore, cross-listing on foreign markets 

enables the firm to take advantage of shareholders buying a significant stake in the company and provides a 

monitoring effect while being at arm’s length regarding management compensation, thus increasing the firm's 

value (Simmons, (2016).  

 

For firms not having the funds to complete a foreign listing, Oxelheim and Randoy (2013) discussed the possibility 

of having a foreign director from a more demanding corporate governance system to signal its willingness to 

improve the monitoring opportunities by including foreign outsider members on the board (Oxelheim & Randoy, 

2013). They further argue that the board becomes more active and independent from management by including 

one or more foreign board members. Finally, they added that including at least one outside foreign director on the 

board strengthens investors’ confidence, and this signal will eventually lead to an increase in CSRD and firm 

value. This implies that foreign directors enhance the quality of corporate governance. The effects were especially 

apparent in older, larger firms and specific industries such as the manufacturing, Information Technology and 

Telecom sectors (Oxelheim & Randoy, 2013).  

  

H2: The number of foreign directors on the board of directors does not significantly affect the CSRD of 

manufacturing companies in Nigeria  

 

4. METHODOLOGY 

 

This study is based on positivist philosophy. The positivists’ standpoint is based on quantifiable observations that 

lead to statistical analysis. Positivists assert that actual events can be observed empirically and explained logically. 

Crowther and Lancaster (2008) argue that as a general rule, positivist studies usually adopt a deductive approach 

which is based on the logic of enquiry across social sciences. 

 

The research design for this study is an ex-post factor research design. This position is supported by Worthen, 

Borg and White (1993), who opines that ex-post facto research design seeks to reveal possible relationships by 

observing an existing state of affairs and searching back in time for plausible contributing factors. Researchers 

such as Alazzani, Hassanein and Aljanadi (2017), Emmanuel, Uwuigbe, Teddy, Tolulope and Eyitomi (2018) 

Jaya, Bambang and Endang (2017) have successfully used this method for similar studies based on secondary 

data. 

 

The population of this research consist of all the listed manufacturing companies on the Nigerian Stock Exchange. 

This is justified by the fact that corporate social responsibility issues are more dominant with manufacturing 

sectors as their activities directly impact health and safety conditions more than the service industry. Also, 

environmental and safety requirements regulations are more targeted at manufacturing companies. Hence, the 

study is intended to review and evaluate the financial statements of the listed manufacturing companies on the 

NSE from 2009 to 2019 to ascertain their level of disclosure of corporate social responsibility activities according 

to GRIs. 

 

4.1 Model specification 

 

Corporate Social Responsibility Disclosure Data for the study were generated employing modified themes of 

standard disclosure as proposed by the Global Reporting Initiative (GRI) index with 25 key themes to bring out 

the level of companies’ corporate social responsibility disclosure (Olayinka, Jatau, Ande & Okwoli, 2014). This 

was based on an unweighted technique as all disclosures rank equal with the significance level. Hence, a company 

scores 1 for reporting or 0 for not reporting. The disclosure score using the GRI index (attributes) is expressed in 

a functional form thus: 

 

TDS =∑_(i=1)^25▒(D)j  

Where:  

TDS = Transparency Disclosure Score;  

Dj = Disclosure Quotient (1 if the item is reported and 0 if not reported);  

i = Natural numbers.  
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The result of the content analysis is further developed into a regression model.  

 

The regression models are specified below: 

 

Hypothesis One: 

CSRD = β0 + β1FE + ɛ. . .  1 

 

Hypothesis Two 

CSRD = β0 + β1FOD + ɛ. . . 2 

 

Where  

 

CSRD   =  Corporate Social Responsibility Disclosure  

FD   =  Number of Female Directors on the Board of Directors 

FOD  =  Number of Foreign on the Board of Directors 

ɛ  = Random Error Term or residual term 

β0 and β1  =  The regression model coefficients of the independent variables. 

 
Table 1: Measurement of Independent Variables 

S/No. Variable Measurement Source 

1. Female Directors Number of females directors on the board 
Stellingwerf (2016) 

2. Foreign Directors Number of  foreign directors on the board 

 

A prior expectation = β0 and β1 > 0 

 

Decision Rule: 

Accept the null hypothesis if the p-value is more significant than 0.05 (at a 5% level of significance) and reject 

the null hypothesis (and accept the alternative hypothesis) if the p-value is less than 0.05. 

 

 

5. DATA ANALYSIS AND DISCUSSION 

 

The following Table 2 is used in measuring the existing relationship between the number of female directors on 

the board of directors and the number of independent directors on Corporate Social Responsibility Disclosure. 

The data collected are presented in summary form for ease of analysis. 
Table 2: Descriptive Statistics 

  

N Minimum Maximum Mean Std. Deviation 

Statistic Statistic Statistic Statistic Std. Error Statistic 

Female_Directors 24 0.00 3.00 .7500 .17289 .84699 

Foreign_Directors 24 1.00 8.00 4.7083 .53324 2.61233 

Valid Number 24           

 

Table 2 shows that the mean and standard deviation of the number of female directors on the board of directors 

for the sample of 24 manufacturing firms listed on the Nigerian Stock Exchange (NSE) studied are 0.75 and 

0.84699, the foreign directors was 4.7083 and 2.61233, respectively. Finally, the minimum and maximum values 

are 0 and 3 for female directors while foreign directors were 1 and 8, respectively. 

 

5.1 Test of Hypotheses 
 

Table 3:Significant Values from SPSS Viewer 

 

 

 

5.1.1 Test of Hypothesis One 

H1: The female on the board of directors has no significant effect on Corporate Social Responsibility Disclosure 

of listed manufacturing companies in Nigeria. It can be observed from Table 3 above that the significant value is 

0.486, which is greater than the level of significance of the study (that is, 0.05). Thus, the researcher fails to reject 

Hypothesis 
Calculated Significance Value 

Female Directors (H1) Foreign Directors (H2) 

CSRD H1 and H2 Respectively 0.486 0.554 
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the null hypothesis and rejects the alternative hypothesis instead. This means that the number of females on boards 

of directors of manufacturing firms in Nigeria has an insignificant positive effect on corporate social responsibility 

disclosure (CSRD). 

 

5.1.2 Test of Hypothesis Two 

H2: There is no significant relationship between the number of foreign directors on the board of directors and 

Corporate Social Responsibility Disclosure of listed manufacturing companies in Nigeria. Similarly, from Table 

3, it can be seen that the sig (p-value) is 0.554, and more significant than the level of significance of the study 

(that is, 0.05). Thus, we fail to reject the null hypothesis. This means that foreign directors do not influence the 

corporate social responsibility disclosure (CSRD) level of manufacturing firms. Consequently, the number of 

foreign directors on a board does not have any significant relationship with their CSRD levels.  

 

Another alternative approach is to test the null hypotheses using the ‘Significance Test’ approach. The regression 

results in Appendix F summarised the influences exerted on CSRD by female directors (FD) and Foreign Directors 

(FOD). Initially, the Null hypothesis tested for significance of the independent variable is that the coefficient of 

the independent variable is zero (i.e. H0: βn = 0), which is then tested for significance using the standard error test 

and the t-statistics. The effect of female directors (FD) on CSRD in Nigeria from the analysis is not statistically 

significant, from SE point of view, and this is proven thus, FD and CSRD are not significant given that SE (β1) 

value 0.899 is more excellent than ½ β1 = 0.318 in absolute terms (in hypothesis one). Similarly, FOD and CSRD 

are also seen to be statistically insignificant from the result; SE (β1) value, from the second model, 0.292 > ½β1 

= 0.088 also in absolute terms.  Using the t-statistic test for significance, FD and FOD is statistically insignificant 

because their p-values of 0.486 and 0.554, respectively, are greater than 0.05 at a 5% significant level; hence we 

accept the null hypothesis reject the alternate hypotheses for the two hypotheses. 

 

5.2 Discussion of findings 

 

Based on the results, the study established the null hypothesis for the first hypothesis, which states that the number 

of females on the board of directors has no significant effect on Corporate Social Responsibility Disclosure of 

listed manufacturing companies in Nigeria. This is similar to the findings of Gerrerd and Thierry (2015), which 

discovered that corporate social responsibility neither penalises companies financially nor impair their economic 

functioning. However, it acknowledges that not doing good will attract burdensome sanctions in exceptional 

circumstances. However, Shauki (2019) studied the CSRD in Indonesia from stakeholders’ perceptions, and the 

results indicated that gender diversity significantly influenced CSRD. Also, Zhang (2013) and Olayinka et al. 

(2014) found evidence that more female directors in the board enhanced firms' corporate social performance. 

Mallin and Michelon (2018) found that better corporate citizens have a more significant proportion of female 

directors in their boardrooms.  

 

The findings on the effect of foreign directors also found no significant relationship between the number of foreign 

directors on the board of directors and the corporate social responsibility disclosure of listed manufacturing 

companies in Nigeria. This finding disagrees with empirical evidence shown in Dagwom and Chundung (2014) 

and Ahmadjian (2017). They maintain that firms with foreign directors tend to move towards the Anglo-American 

corporate governance system that supports CSRD. Simmons (2016) and Annaba and Chukwuka (2016) point out 

that foreign shareholders tend to perform their monitoring duty more unbiasedly, thereby encouraging CSRD.    

 

6. CONCLUSION 

 

While the result of the findings made in this study has a diverging view from previous studies, it is not unconnected 

with Nigeria’s business environment. There are frequently fewer political will and legal avenues for the 

participation of local communities in the administrative, political and judicial decision-making process regarding 

social and environmentally sensitive issues. A standard base between the governance structure and corporate 

social responsibility reporting is that the level of social responsibility disclosure and diversity of the boards of 

directors of manufacturing companies in Nigeria is abysmal. Therefore, the results indicate the aptitude of 

manufacturing firms to cause vague policy and investment decisions to diverse stakeholders.  

 

 

 

7. RECOMMENDATIONS 

 

Based on the findings, the researcher recommended the following:  
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a) A detailed review and update of corporate governance code should be embarked in Nigeria, especially in the 

manufacturing sector must be done and urgently too.  

 

b) Mandatory corporate social responsibility disclosure should be introduced to address the pitiable reporting 

currently practised by firms in Nigeria. They considered that the governance structure variables (the number 

of females on the board of directors and the number of foreign directors) do not influence corporate social 

responsibility disclosure. 
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