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Abstract

empirical st

espect to ¢
Dilling, 201

and Farneti, ;
of corporate Sustainability disclosure on shareholders’ wealth Jocusing on the nserved  the
quoted companies in Nigeria Secondary data was obtained from the annual “urthermore
reporis of the thirty Seven (37) selected listed Nigerian companies and they wepe practice of su
analyzed using panel Jegst Square (random effect) estimator Findings revealed

economic disclosure and environmental disclosyye had a negative Significant Nigeria t
impact while social disclosyye had a positive significant impact on shareholders’ : -sltainabiiit} ;
Jund. The study concluded that Sustainability disclosyre influenced shareholders’ ¢ Nnamani
wealth of selected listed com

“=search in Nj,

osure on the effects of firms’ Jluka, 2018).
activities on all Sustainability disclosure dimensions, medium scale
‘ Jvelakun, 20]
Keywords: Economic, Environment, Social, Sustainabilily, Shareholders’ wealth

mportant sect
Introduction

populace and ¢
snvironmental |
The quest for corporate survival and increased wealth creation has

become a subject of sectors excludis
discussion among the stakeholders of corporate bodies and the academia in the recent times; “owever, there
especially in this period of

m. Globalization has shareholders’ v

ascertaining  thy
such as investors, employees, policy makers market regulators green consumers, media, host focusing on the
communities and the general public Invariably, the agitation led to sustainability accounting L
disclosure (Ishmail & Sira 2012). No business ca; succeed in isolation withouyt considering Objectives of th
the various interests that makes up the environment. Hence, Wang, Qiu and Kong (2011) This study sets a
noted that firms’ business success and responsibility towards the society, environment, jts and shareholders
investors and employees cannot be over-emphasized. were to:

i The effec

i. The effec

i, The effec
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Forate and financig] scandals and even environmenta] disasters arising from the
Weitinationa] companies’ (MNCs) activities have rajsed fundamenta] questions about the

=Nt 1o which existing corporate disclosures highlight systemic risks and trye cost of doing
“ESiness in today’s world. This question Is more germane ina developing country such as
geria where poverty is below the acceptable line in any decent society. According to
nszeem (2018), the United Natjons’ Sustainable Development Goal (SDG) to eradicate
~FEme poverty by 2030 looks gloomy; which in large part s traceable to Nigeria.
*-million Nigerians are believed to be living in extreme poverty at the rate of less than $1a

piders generally are concerned with organisationa] performance. Burritt and
=22¢r (2010) opined that Sustainability accounting development can be viewed from

= 12 increase in the existing literature op Sustainability reporting and accounting, most
spenical studies have focused on the developed countries and have been undertaken with

=% 10 corporate sustainability feporting and disclosures on financia] performance
o Farneti, 2014; Peters and Romj, 20135). Similarly, Sobhani, Zainuddin and Amran, (2011)
served that corporate Sustainability disclosure g lagging in developing countries,
Mshermore, Klynveld (2015) opined that South African Companies are leading in the
ctice ofsustainability reporting in the A frican continent,

“igeria there are studies on Sustainability reporting, which convey information op
SSi=inability performance such g Nwobu (2015), Johnson-Rokosy and Olanrewajy (2016)
W Nnamanj ¢7 o] (2017) to mention but few. Most of the environmenta] accounting
~=2rch in Nigeria largely focused op the oil and gas industry (Tochukwu, 2018; Nwaiwu, &

iz, 2018). Few studies were done op listed manufacturing companies and smal] and
melum scale industries (Agbiogwu, Thendinihy & Okafor, (2016); Osemene, Gbadeyan &
“eizkun, 20]6; Osemene, Kasum & Yahaya, 2012). The manufacturing sector js an
~omant sector of the Nigerian economy as it employs a large number of the Nigerian
- 7wiace and contributes immense]y to the gross domestic product of Nigeria, More so, the

‘onmental degradation caused by manufacturing firmsg jg much relative to firms in other
- rs excluding oil ang £as sector; hence, the need to carry out this study within thjs sector.

‘=ver, there appears to be limited studies on influence of sustainability disclosyre on
“reholders’ valye in Nigeria. To this end, this study addresses the gap in literature by
“Weraining the impact of corporate sustainability disclosure on shareholders® wealth

~using on the selected industries in Nigeria.

Ty T

“jectives of the Study

“5 study sets a broad objective of evaluating the effect of corporate sustainability disclosure
%2 shareholders’ wealth of selected listed Companies in Nigeria while the specific objectives
Bere to:
The effect of economic Sustainability disclosure on shareholders’ fund.
The effect of environmenta| sustainability disclosure on shareholders’ fund; and
The effect of social sustainability disclosure on shareholders’ fund.
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Hypotheses of the Study

As guide to the study, it is hypothesized that:

Hoi: Economic Sustainability disclosures of selected listed Companies in Nigeria have no
substantial effect op shareholders® wealt},. A

Hoy: Environmenta] Sustainability disclosures of selected listed companies in Nigeria have nc
major effect on shareholders’ wealth.

Hos:  Sogial Sustainability disclosures of selected listed companies in Nigeria have ng
substantial effect on shareholders’ wealth.

2.0 LITERATURE REVIEW

Various theories have been ygsed in prior studies such as Uwuigbe and Jimoh, (2012):
Johnson-Rokosy and Olanrewajy (2016); Osemene et al. (2016) on corporate sustainability
reporting (CSR) practices, The theories include: legitimacy theory, stakeholder theory.

agency theory and fesource dependence theory. Among these theories, Iegitimacy theory is
most suitable for this study; hence this study is hinged o it

Legitimacy theory has been used to connect firm value with Corporate socig] responsibility
reporting based on the perception of the society aboyt the firm ag being responsible
(Campbell, Craven & Shrives, 2003). Gray, Kouhy and Lavers (1995) opined that legitimac;
theory has an advantage over other theories in that it disc]oses Strategies that organizations
may adopt to legitimize their existence that may be empirically tested. For these reasons, this
paper adopts legitimacy theory as the theoretical perspective that explains the relationship
between corporate Sustainability an shareholders’ fund.

legitimacy. The theory posits that organizationg continually seek to operate within the tepets
of their respective societies. A company voluntarily Teports on activities its managemens

eliminate the supply of labour and financial capital to the business; or constituents may |obby
government for increaged taxes, fines or laws to prohibit those actions which do not conform

with the CXpectations of the community, destruction of company’s properties, kidnapping of

key staff in the Organisation, restlessness of youths in the host communities (Deegan, 2002-
Osemene, Kasum & Yahaya,2012).

The socia] contract is fundamenty] for an organization’s long term survival and existence in
the society. This cannot come from profit making or mere observance of legal requirements.
but the continuing mandate of society at large (Wang ¢f al., 2013). However, it is almos:
impossible to maximize firm value and financial performance if firm is not socially
fesponsible and shares with the public their corporate Sustainable performance information

102

.......

Tarelated s
*Counting j
&5sessed the
Performance
“Counting ha
2rowth,

“rivanka (201
“erformance in
“Y  compone;
¢ JVernance) o
wveral] Sustaina
four Componen
::‘rformance.

Sc)mez-Bezares.

ustainability (CS
2012, Content -
‘indings indicatec
=sults in an overz
*0 stock market Cr:

Agbiogwy ¢ al.
performance of Ni
10) randomly sele
nalysis showe th
affect net profit r
manufacturing comy

Tochukwy (2018) ¢
Study made yge of fi
Exchange Market fre
of the Statistical ang
business value of an



AL QE NN LGEMENT (CENCES Uodimt €, N 3 Qeqashgs 2R 4

Pava & Krausz, 1995). Therefore, legitimacy theory as related to social disclosure implies
that the reason why companies disclose their environmental activities is because without the
society and friendly environment, businesses cannot create wealth, let alone distribute
orofits/returns to their shareholders and this could have adverse implications for the
-ompanies (Van der Laaii Smith ef al., 2005). Based on this theory, the study hypothesizes
izt corporate sustainability disclosure has significant impact on shareholders’ wealth.

lVE Nno

ave no

~wpirical literature reveals that studies have been carried out previously on this field. Daniel

“°= Ambrose (2013) established whether there is any significant relationship between

- ~+ ronmental accounting and profitability of selected firms listed in India. The data for the
(2 «=y were collected from annual reports and accounts of 14 randomly selected quoted
napuim ~mpanies in Bombay Stock Exchange in India. The data were analyzed using multiple
heor) “zression models. The key findings of the study showed that there is significant negative
“ =tionship between environmental accounting and return on capital employed and earnings

= share and a significant positive relationship between environmental accounting and net
w7t margin and dividend per share.

© = related study by Okoye and Ezejiofor (2013) on appraisal of sustainability environmental
“ounting in enhancing corporate productivity and economic performance, the study
‘ ~zssed the appraisal of sustainability environmental accounting in enhancing corporate
‘ ~ormance and economic growth. The study discovered that sustainable environmental
~-ounting has significant impact on corporate productivity in order to enhance corporate

< - +

=ika (2013) examined impact of sustainability rating of company on its financial
ed i “ormance in an Indian context using secondary data. The study analyzed impact of four
t widll ~ components of sustainability (i.e. Community, Employees, Environment and
=mance) on financial performance. The study finds no significant association between

=l sustainability rating and financial performance. However, further analysis reveals that
components of sustainability have significant but varying impact on financial

Eformance.
f:, , w=z-Bezares, Przychodzen and Przychodzen (2016) examined the impact of corporate
f socienll ~wmability (CS) on stock market returns for FTSE 350 companies over the period 2006—
& Vo -~ Content analysis of voluntary corporate social and environmental was used. The
continsl "= 7gs indicated that firms with CS enhance their long-term efficiency, which ultimately

= in an overall increase in shareholder wealth. The results also show a higher resistanc

SLalive

- market crash among companies meeting the criteria of corporate sustainability.

“orogwu et al. (2016) examined the impact of environmental and social costs on
. M mance of Nigerian manufacturing companies. Secondary data was sourced from ten
;Mi: " rzndomly selected firms’ annual report and financial summary 2014. Finding from the
B “wsis showed that the sampled companies’ environmental and social cost significantly

=<t met profit margin, earnings per share and return on capital employed of the
“umufacturing companies.

'f;,;r-;,_ ﬁ cruxwu (2018) examined the effect of environmental costs on firm performance. The
".“_"ﬂ_f; «=» made use of financial reports of Oil and Gas Companies quoted on the Nigerian Stock
7\1 - hange Market from years 2006-2015. Regression analysis was employed and the results
rr; : ’ "= statistical analysis indicate that better environmental performance positively impact

<ss value of an organization.
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Omoike, L'Walom\\‘a, Olubukola,
environmenta| reporting and its assoc

at the financial year end) among listed firms in Nigeria. F indings from the study revealed the

the association betweerll corporate social and environmental expenditure and the market prics
of the firm (when considered in aggregate) | igni of

: €) is not significant, The result from the Analysis o
Varllance (ANOVA) showed that the market price per share is significantly different acros
the industries.

it’s disaggregate dimensions of environment, social and governance affect market value o
firms in Nigeria as an emerging economy using company’s’ specific disclosures. Tobins
was used to proxy firm market value. The analysis showed that overall sustainabilit;
disclosures have significant positive effects on firm value.

Asogwa, Ugwu, Okereke, Samuel, Igbinedion, Azuagu and Abolarinwa (2020) explores
whether an intensification of corporate social responsibility activities add value to firms i
Nigeria by using fixed effect regression analytic tool and sampling 56 listed firms betwees
2009 and 2018. The study found that firms that engage in intensive environmental and
economic reporting yielded an added market value.

Syder, Ogbonna and Akani (2020) examined the effect of sustainability accounting reporting
shareholder value of listed oil and gas companies in Nigeria from 2009 to 2018. The multip

Despite the increase in the existing literature on sustainability, most empirical studies focused
on the developed countries and were undertaken with respect to corporate sustainabilits
reporting and disclosures on financial performance(Dilling, 2010; Bennett, Sola and Rous
2011; Farneti and Rammal, 2013; Gherardi, Guthrie and Farneti, 2014; Peters and Rom:
2015). There appears to be limited research

in literature by ascertaining the impact of corporate sustainability disclosure on shareholders
wealth focusing on the listed selected companies in Nigeria and specifically examined

separately the impact of economic, environmental and social sustainability disclosure o
shareholders’ wealth.

3.0 METHODOLOGY

Research Design

EXx-post facto research design is adopted in this study due to the fact that it is undertaken after
the events have taken place and the data are already in existence. Annual reports of firms
serve as the secondary source of data in this study which covers a period of five (6) years
from 2014-2019. The year 2014 is selected as the base year because it is the same year that

selected companies started the disclosure of sustainability activities in its companies’ annual
report and accounts.

Population and Sample Size

The population of this study comprises all companies listed on the Nigerian Stock Exchange

(NSE). The sample size was determined purposively thus, thirty seven (37) Nigeria listed
companies were used in the study.
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“Ladel specification

owing the previous study in the field of shareholders’ wealth and sustainability reporting,
= model of this study is specified as:

#5552 =Po + BIECNit + B2ENV + B3SOC;; + B4SIZEit +LLit....(iv)
Where:

= = Shareholders’ fund; ECN= Economic Disclosure Index

- V= Environmental Disclosure Index; SOC= Social Disclosure Index; SIZE = logarithm of

& assets; Po = Coefficient of sustainability reporting; p= Stochastic or Error term. The
“sscript t = time dimension of the variables while subscript i = cross sectional units. Bia4 =

=iicients to be estimated. The expected signs of the coefficients (a priori expectations) are
won that Bi-Be> 0

-

fstimation Technique

© this study, panel data was used which comprised of data observed over time and across
“any firms and as such there is the tendency of individual differences. Therefore, in other to
wcount for the individual differences, the ordinary least square method becomes
“wopropriate. However, due to the different cross.sectional unit used in this study, variance is

o Qely to be constant; hence, the panel least square (random effect) estimator was used after
~mducting Hausman test.

“leasurement of Variables
“uplanatory Variables- Sustainability Reporting
~woal Reporting Initiative (GRI) coined out by Musikanski (2012) was adopted for the

" #ble 4.1 Global Reporting Index

Volume 4, No 3 December 2021

ENVIRONMENTAL | SOCIAL ECONOMIC 1
Energy Community involvement Economic Performance ]
Water }

_arbon emissions
aste management
_ompliance
“roduct&
siewardship
iodiversity
‘ransportation

service

| OO

Anti-corruption Behavior
Human rights

Employees Health & Safety
Labor and industrial relation
Training and education
Philanthropy

Diversity& equal opportunity

Market presence

Indirect Economic impact
Value& supply chain
Risk management

“ource: Musikanski, 2012

‘ntent analysis was employed to ascertain the level of disclosure by
¢ economic, environmental and social disclosure index was ca

sumber of indicators that were disclosed (occurrence) and the level o
“nd qualitative).

AlCULdC

guantitative

1 ul

* line with a study by Najul (2018), if a company disclosed any indicator, that is the

-currence of an indicator in the company’s financial statement, | was assigned but if the
“ompany failed to disclose (occurrence) any indicator. 0 was assigned. On the other hand, if

*= level of the indicator disclosed is quantitative then 3 are assigned and for a qualitative
“isclosure, 2 are assigned.
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JOURNAJ
Economic, environmental or social index = Total Level of Disclosure divided by Total
Occurrence. Furthermc
of explana
Explained Variable- Shareholders Wealth negative re
This study measured shareholders’ wealth using shareholders’ fund as previously used by P-value of

the sharehe
This resul;
(EVN) with
This is indi
decrease i s

Nwobu (2015).

Control Variable
After a careful review of extant literature, firm size, measured by logarithm of total assets,
was used as a control variable in the regression equations to ensure better certainty of the
correlation existing between shareholders’ wealth and sustainability disclosure. "
¥i0re so, Ta
‘}:8482 an

"dicating th,

4.0 RESULTS
4.1 Model Estimation

Breusch-Pagan Lagrange (BP LM) was used to test for the presence of individual "4: Movin
heterogeneity in order to decide the appropriate model between pooled model and random ~snificant wi
effect model. Since the null hypothesis is consistent with the assumption of the pooled model. "Is Indicates
the result of BP LM indicates that we should reject the pooled model in favour of the random “mpled comp

fixed effect model. More so, in order to choose between the fixed and random effec:

estimator, the Hausman test was carried out and the result of the test indicate that panel leas: == Discussion

square (cross-sectional random effect) is an appropriate estimator with a prob>chi? = 1.000¢ S study exay
which is greater than 0.05. Thus, the cross-sectional random effect regression was employed s fan eholder
Overall, Table 4.1 reports the random effect result obtained by testing the associatios q '“"’EC?I resul
between independent, control variables (ECN, EVN, SOC, AGE and FSIZE) and depender “%C positive ef
variables (shareholder’s fund). The adjusted R? for model is 0.998195 and the Prob>Chi lormity with
significant at 0.0000 which is higher than critical F-value of 1% and 5% significance leve =#<U); Syder e
which suggest that this is a good predictive model of shareholders fund behavior for the -uKwu (201
sampled companies in Nigeria. The study R?is also very high with a value of 0.997659 whic* ion of s

implies that explanatory variables were able to explain 99.77% of total variation
shareholders ~ fund.  The remaining represent other explanatory  variab's
(stochastic/unobserved) that could predict the dependent variable. Hence, there is a strose
linear relationship between the independent variables and shareholder’s fund.

Table 4.1 Shareholder’s Fund mental s
Variables Coefficient Std. Error Sig.(p-value) “Ing partial
ECN -335572.2 57766.7% 0.0000* 1Vironmenta
EVN -209374.9 79916.88 0.0127** Fff‘S fund
SOC 932848.2 200088.8 0.0000* I Asogwa
AGE 36814.19 8311.068 0.0001* mental per
LFSIZE 3974943, 791698.8 0.0000* =5 of Syder
C -25655698 5317629. 0.0000 €IS’ value
R-squared 0.998195 ©S are not n

Adjusted R- p ﬂ

squared 0.997659 POTL of the g
Prob. (F-statistic) 0.0000* = Significant ¢
Notes: *, **, and *** denote statistically significant at 1%, 5%, and 10% significant ‘=& O HUIU (H
respectively. | weholder’s fung
Source: Author’s computation (2021) - al. (2020
st The outcom
s Semificant impag
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= based on the individual statistical significance, Table 4.1 disclose the influence
"oy variables (ECN) on the dependent variable shareholder’s fund by suggesting a
e "clationship between ECN and shareholder’s fund with -335572.2 as coefficient and
=2 01 0.0000. Tt is significant at 1%, 5% and 10% significance level. This indicates that
~ snareholders’ fund is partially determined by reporting economic dimension activities.
~ = result is similar to the relationship between shareholder’s fund and explanatory variable
N with -209374.9 as coefficient and 0.0127 as p-value. It is significant at 5% and 10%.

¢ indicating an increase in environmental sustainability dimension disclosure results in
Wss in shareholders fund.

= 50, Table 4.1 shows that social dimension of sustainability reporting with coefficient
-~ 28482 and p-value 0.0000 is positively significant related to sharcholder’s funds,
" cating that social sustainability disclosure does influence fluctuation of shareholder’s
s Moving to the control vaziable firm age and firm size, their relationship is positive and

~ificant with 36814.19, 3974943 as coefficient and p-value of 0.0001, 0.0000 respectively.
~ s indicates that shareholder’s funds tend to increase as the firm age and total assets of the

Te—

“mpled companies increases.

.....

== Discussion of Findings

- s study examines the effect of sustainability disclosure dimensions (ECN, EVN and SOC)
* snareholder’s funds of selected quoted firms in Nigeria over the period 2014-2020. The
~woirical results show that economic dimension of sustainability disclosure has a significant
= positive effect on the shareholder’s funds of the selected listed firms. This finding is in
~wformity with the a priori expectation and in consonance with the study of Asogwa et al.
= 20): Syder er al. (2020); Nwobu (2015) but contrary to the findings of Nazim (2015);
~chukwu (2018). The finding led to the rejection of the null (Ho) hypothesis that economic

- ‘ “mension of sustainability disclosure has no significant effect on shareholder’s funds of
E «=c1ed quoted firms in Nigeria.

‘reover, environmental dimension of sustainability disclosure has no significant but

“tive effect on shareholder’s funds of selected quoted firms in Nigeria. This study provides
“Zence that shareholder’s funds are likely to improve when firms increase thei
~ironmental sustainability disclosure. This positive but insignificant effect indicates that
“= finding partially conforms to the a priori expectation. However, the null (Ho) hypothesis
“&¢ environmental dimension of sustainability disclosure has no significant impact on
“ercholder’s funds of selected quoted firms in Nigeria is rejected. This is in line with the

=y of Asogwa et al. (2020); Nazim (2015); Nwobu (2015) that suggested betier

gl s

+“-iosures are not mandatory in Nigeria.

* support of the a priori expectation, social dimension of sustainability disclosure has a

“ositive significant effect on shareholder’s funds of selected quoted firms. This also led to the
= =ction of null (Ho) hypothesis that social sustainability disclosure has no significant effect
* shareholder’s funds of selected quoted firms in Nigeria. This result conform with the study
svder et al. (2020); Yil et al. (2020); Nazim (2015) but Asogwa ef al. (2020) findings
~wiradict the outcome of this study. Surprisingly, both firm age and firm size has a positive
2 significant impact on shareholder’s funds of the selected quoted firms. These findings

nt leve
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corroborate the theoretica]

. predictions g ; "
corporations have additiong] nd previous ¢mpirical

incentives to dj - i, eVifiénce that large

B - isclose quality Sustainability activitjes, Deegan, C.
n line with the theory thay underpi; ‘ Theos
s lined the Ba ¢ eo!
/é//////////?f[//’(/w/g (ol be ¢ 7 5{//”/,/ etinay aeary) Busiress or corporate No. 3
) W{ e threatened or will not be accepted in a society if the society Deegan, C_ ;
petceives that the organization has breached the social contract. Social contract can be Austrs

breached through recycled materials, fuel/el

ectricity consumption, electricity sold, energy 10.11]
ns, organic pollutants, waste, spills, anti-social

~eegan, C. &)
pract.lces (emp]oyees welfare and supply chain). This study proved the existence of a socia Annf;j
relgtlppshlp between the society and quoted Nigeria companies by disclosing sustainability | 562-
activities. ‘ L ling, J
Organiz
34 CONCLUSION AND RECOMMENDATION uckman, P, 4
This study has empirically provided evidence on the impact of sustainability disclosure o= in Eccle
shareholders’ wealth of thirty seven (37) selected listed companies in Nigeria over a period Reportin
six (6) years. Based on this evidence, the study concluded that economic and socu from p
sustainability disclosure had positive and significant impact on shareholders’ wealth wh ‘ %2-Nwokeji,
environmental disclosure had a positive but insignificant impact on shareholders’ wealth ‘ of Firms

selected listed companies in Nigeria. Based on the conclusion reached, the st lccountin
recommended that selected listed companies in Nigeria should give special consideratios
improving their disclosures on environmental performance as a good business strategy “
will support the company's long-term sustainability goal. This will undoubtedly leac
increase of shareholders’ wealth. Also, economic and social performance disclosures sk
be improved. As a result, it will continue to significantly improve their shareholders valus
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