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Abstract

Worldwide momentum toward sustainable business operations has fundamentally transformed how
corporations communicate their activities, necessitating the incorporation of environmental, social
and economic dimensions into conventional financial statements. In emerging economies such as
Nigeria, sustainability reporting remains voluntary and fragmented, yet manufacturing companies
are increasingly under pressure from stakeholders, regulators and international investors to
demonstrate accountability. This research investigates how sustainability reporting, encompassing
environmental, social and economic dimensions, influence the valuation of Nigerian listed
manufacturing firms as assessed through Tobin's Q. Grounded in stakeholder, legitimacy and
institutional theoretical frameworks, this investigation utilizes panel data from 40 publicly traded
manufacturing enterprises covering the 2019-2023 period, yielding 200 firm-year observations.
Disclosure indices were developed based on Global Reporting Initiative (GRI) framework
standards, with analytical techniques encompassing pooled OLS, fixed effects and random effects
panel regression specifications. Findings reveal that environmental and economic disclosures exert
significant positive effects on Tobin’s Q, while social disclosures show only a weak but positive
influence. Based on Hausman specification testing, the fixed effects specification emerged as the
optimal analytical approach, indicating that firm-specific characteristics significantly moderate the
sustainability—performance relationship. The results highlight the growing relevance of
sustainability disclosures in shaping market-based measures of firm performance in Nigeria,
though challenges persist regarding disclosure quality and regulatory enforcement. This work
extends the global body of knowledge on sustainability reporting by offering empirical insights
from an emerging market setting, with implications for policy, practice and future research.

Keywords: Corporate performance; ESG disclosures; Nigerian manufacturing firms; sustainability
reporting; Tobin’s Q

1. Introduction

Sustainability considerations have transitioned from marginal business concerns to core
strategic concept in contemporary corporate management. Across global markets,
companies are increasingly evaluated not only by their profitability but also by the
extent to which they manage environmental, social and governance (ESG) issues (Chen
et al., 2024). The practice of sustainability reporting, through which firms disclose non-
financial information, has become a key mechanism for accountability and transparency
(Adesina, 2023). These disclosures typically follow established international frameworks
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such as GRI standards, SASB guidelines and the UN Global Compact principles. In
developed markets, regulatory enforcement and stakeholder activism have
institutionalized sustainability reporting. In contrast, in developing economies such as
Nigeria, sustainability reporting is still voluntary and fragmented. Nigeria’s
manufacturing sector, which is critical for industrial growth and employment creation,
faces unique sustainability challenges: resource depletion, environmental degradation,
workplace safety concerns and socio-economic inequalities (Onyali & Okafor, 2023).
Stakeholders, including regulators, investors, consumers and host communities demand
credible disclosures on how companies address these challenges. While some progress
has been made in integrating sustainability reporting into corporate practices in Nigeria,
significant disparities remain in both quality and consistency of disclosure. The research
fills this void by analyzing how sustainability reporting practices influence
organizational outcomes within Nigeria's manufacturing industry, employing Tobin's Q
as the valuation metric.

Tobin’s Q, a forward-looking market-based measure, reflects how firms’ intangible
assets, innovation capacity and sustainability strategies influence investor valuation.
Unlike traditional accounting-based indicators such as Return on Assets (ROA) and
Return on Equity (ROE), which fail to capture intangible assets, investor sentiment and
long-term growth potential, Tobin’s Q captures future expectations and intangible value,
making it a more comprehensive metric in contexts where sustainability plays a critical
role (Oke & Babajide, 2021; Hameed & Tsoho, 2020).

Despite growing interest in the subject of sustainability, three critical gaps remain: (1)
over-reliance on backward-looking accounting measures; (2) aggregation of
sustainability reporting into a single construct; and (3) insufficient use of robust, multi-
year datasets in Nigeria. This study addresses these gaps by adopting Tobin’s Q,
disaggregating sustainability dimensions and employing a five-year panel dataset. This
study therefore contributes to the global sustainability reporting debate by focusing on a
market-based performance measure that holds special significance in developing
markets characterized by volatile investor sentiment and disclosure quality is evolving.

Research objectives:

i. To investigate the impact of environmental reporting on performance of
Nigeria's listed manufacturing entities.

ii. To evaluate how social reporting influence corporate performance.

iili. To determine the relationship between economic reporting and corporate
performance.

Hypotheses:
Ho:: Environmental reporting has no significant effect on corporate performance.

Hoz: Social reporting has no significant effect on corporate performance.
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Hos: Economic reporting has no significant effect on corporate performance.
2. Literature Review

2.1.1  Corporate Performance Measurement

Historically, organizational success has been assessed using conventional financial
metrics including profitability measures, asset efficiency ratios and equity return
calculations. These backward-looking measures, however, do not capture intangible
factors such as innovation, reputation, or sustainability practices. The Tobin's Q metric,
attributed to economist James Tobin, compares an organization's market capitalization
against the replacement value of its physical assets. Ratios exceeding one indicate robust
investor optimism and growth potential. Conversely, sustainability disclosure represents
the systematic communication of an organization's ESG performance dimensions. It
reflects the ‘triple bottom line’ framework of people, planet and profit (Zaleski, 2024).

2.1.2  Environmental Reporting and Performance

Environmental reporting encompasses the systematic conveyance of a firm's ecological
footprint, achievements and strategic initiatives to interested parties. It has become a
strategic necessity driven by global emphasis on sustainability and ESG practices
(Treepongkaruna & Suttipun, 2024). Standard environmental reporting elements
comprise information regarding energy utilization, carbon emissions, waste handling
protocols, water resource management and ecosystem preservation efforts.

Several studies have found positive relationships between environmental reporting and
corporate performance. Oyewo et al. (2023) examined 45 quoted manufacturing
companies in Nigeria and found that comprehensive environmental disclosures were
positively associated with ROA and ROE. The authors suggested that transparent
reporting on emissions reduction, waste management and energy efficiency creates
stakeholder trust and translates into improved financial outcomes.

Similarly, Ajibolade and Uwuigbe (2024) analyzed environmental disclosure practices of
38 manufacturing companies across various sectors in Nigeria and found that substantive
reporting with verifiable metrics correlated more strongly with performance than
symbolic or superficial disclosures. Their study demonstrated that companies integrating
environmental KPIs into strategic management processes outperformed peers by 12% in
market valuation.

2.1.3  Social Reporting and Performance

Social reporting involves the systematic disclosure of a company's social performance
and stakeholder impacts, forming a core component of ESG practices (Chopra et al.,
2024). It typically includes information about employee relations, workplace safety,
community development, diversity and inclusion, human rights and supply chain
practices.
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Onyeka and Emeka (2024) surveyed 220 stakeholders of quoted manufacturing
companies in Nigeria and found that transparent reporting on community engagement,
labor practices and human rights correlates positively with brand reputation and
customer loyalty. Their research revealed that companies with comprehensive social
reporting experienced 18% higher customer retention rates compared to those with
minimal disclosures.

Employee-related disclosures have shown particularly strong connections to
organizational performance. Okoye and Adebisi (2023) conducted a mixed-methods
study of 27 Nigerian manufacturing companies and discovered that detailed reporting on
employee development, diversity initiatives and occupational health metrics was
associated with higher productivity, reduced turnover and enhanced innovation
capabilities.

2.1.4  Economic Reporting and Performance

Economic reporting extends beyond traditional financial reporting to include broader
economic impacts, value creation and long-term financial stability. It typically
encompasses economic value generated and distributed, local procurement practices, tax
contributions, anti-corruption measures and community economic development
initiatives (Hossain & Alam, 2016).

Fawehinmi et al. (2024) examined 53 quoted manufacturing companies in Nigeria and
found that comprehensive economic sustainability reporting correlates with improved
access to capital and reduced financing costs. Their research demonstrated that
companies providing detailed disclosures on economic sustainability achieved, on
average, interest rates 0.7% lower than companies with minimal disclosures.

Adeyemi and Olamide (2023) analyzed market reactions to sustainability reporting
among Nigerian manufacturing companies between 2019 and 2023. Using event study
methodology, they found that comprehensive economic sustainability disclosures
resulted in positive abnormal returns of 1.2% to 3.5% within a 30-day window following
report publications.

2.2 Theoretical Perspectives

This study is underpinned by Stakeholder Theory (Freeman, 1984), which posits that
firms exist to serve the interests of a broad range of stakeholders, not just shareholders.
Corporate sustainability reporting provides a channel for companies to communicate
accountability and transparency, thereby managing stakeholder relationships and
building trust (Adegbite et al., 2023). In Nigeria, where host communities and regulators
often scrutinize manufacturing firms, stakeholder theory helps explain the growing
relevance of ESG disclosures in mitigating conflicts and enhancing firm reputation.

Stakeholder theory suggests that companies engaging in comprehensive sustainability

reporting are more likely to maintain favorable relationships with various stakeholder

groups, including employees, customers, suppliers, communities and regulators. These

positive relationships translate into tangible benefits such as improved employee
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productivity, enhanced customer loyalty, better supplier terms, reduced regulatory
scrutiny and access to capital markets (Iyoha & Olojo, 2023).

2.3 Empirical Evidence

Empirical studies show mixed evidence on the relationship between sustainability
reporting and corporate performance. In developed economies, comprehensive ESG
disclosures are often associated with stronger market performance, reduced cost of
capital and enhanced reputation.

Environmental reporting: Studies consistently show that firms engaging in
environmental disclosure benefit from improved investor confidence and market
valuation. Ajibolade and Uwuigbe (2024) found that Nigerian manufacturing firms with
higher levels of environmental disclosure outperformed peers in terms of market
capitalization. Conversely, Adegbile and Olawale (2022) noted short-term costs
associated with implementing environmental reporting but confirmed long-term benefits.

Social reporting: Evidence suggests that social disclosures—covering labor practices,
diversity and community engagement—enhance corporate reputation and stakeholder
loyalty. Okoye and Adebisi (2023) reported reduced employee turnover in Nigerian
firms with robust social reporting, while Onyeka and Emeka (2024) found positive
correlations between social disclosure and customer retention.

Economic reporting: Disclosures on value creation, local procurement and anti-
corruption practices are increasingly recognized as key drivers of investor trust.
Fawehinmi et al. (2024) observed that Nigerian firms providing detailed economic
disclosures enjoyed reduced financing costs and greater access to capital markets.

Nonetheless, the overall quality of sustainability disclosures in Nigeria remains
inconsistent, with many firms providing selective or symbolic information rather than
substantive data.

3. Research Methodology
3.1 Research Design

This study adopted an ex-post facto research design with a longitudinal approach,
examining sustainability reporting practices and performance indicators over a five-year
period (2019-2023). This methodological choice proves suitable as it permits analysis of
historical phenomena without investigator intervention, facilitating exploration of
organic associations among study variables.

The study population encompasses every manufacturing enterprise publicly traded on the
Nigerian Exchange Group (NGX) as at December 31st, 2023. According to the NGX
Factbook (2024), there were 54 manufacturing companies listed across various industrial
classifications. Using purposive sampling with specific inclusion criteria, a sample of 40
companies was selected, representing approximately 74% of the population.
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The inclusion criteria were active operational status and continuous listing on the NGX
throughout the study period (2019-2023), accessibility to comprehensive audited
financial statements throughout the observation window and fair representation of all
manufacturing industry subsectors.

3.2 Data Sources and Collection

Archival information was extracted from corporate annual statements, sustainability
publications and official web portals of selected firms across the 2019-2023 timeframe.
Annual reports are considered reliable sources as they are externally audited and
publicly available. Environmental, social and economic performance disclosures were
identified and scored based on GRI guidelines, using a binary coding system (1 for
disclosure, 0 for non-disclosure).

33 Variable Measurement
3.3.1 Dependent Variable

The Tobin's Q metric served as the operational measure for organizational performance,
calculated as:

TQ

Market Value of Equity + Book Value of Debt

Book Value of Total assets
Where:
Market Value of Equity = Share Price x Number of Outstanding Shares
Book Value of Debt = Short-term Debt + Long-term Debt
3.3.2 Independent Variables

Three sustainability reporting indices were constructed based on GRI guidelines using
binary coding (1 = disclosed; 0 = not disclosed),:

Environmental Reporting Index (ERI): Included disclosures on energy usage, emissions,
water conservation, waste management and environmental policy frameworks.

Social Reporting Index (SRI): Comprised disclosures on employee training, workplace
safety, community engagement, diversity and inclusion and labor rights.

Economic Reporting Index (ECRI): Measured disclosures related to economic value
generated and distributed, local procurement, research and development and anti-
corruption initiatives.

Each index was calculated as:

Index = > Disclosed Items
Total applicable disclosure items
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3.3.3  Control Variables

Firm Size (FSIZE): Measured as the natural logarithm of total assets.
Financial Leverage (FL): Measured as the ratio of total debt to total equity.
34 Model Specification

The study adopted a panel data modeling approach based on the work of Hongming et al.
(2020), with modifications to reflect the research objectives:

TQi = fo+ BIERI + B2SRIi + S3ECRI; + S4FSIZE; + BsFLic + €
Where:

TQ = Corporate performance measure (Tobin’s Q) for firm

ERI = environmental reporting index

SRI = social reporting index

ECRI = economic reporting index

FSIZE = firm size as control variable

FL = financial leverage as control variable

o= constant term

S1to Bs - coefficients estimated

i = samples

¢ = time frame

35 Data Analysis Techniques

Panel data regression techniques were employed, examining pooled OLS, fixed effects
and random effects models. The Hausman test was used to determine the most
appropriate model. Diagnostic tests for multicollinearity, heteroskedasticity and
autocorrelation were conducted to ensure model validity.

4. Results
4.1 Descriptive Statistics

Table 1 presents descriptive statistics for the variables used in the study. Tobin's Q has a
mean value of 0.120, indicating that, on average, firms earn a 12% return on their capital
employed. The standard deviation of 0.098 suggests moderate variability in performance
levels across firms.
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The Environmental Reporting Index (ERI) shows a mean of 2.335 and median of 2.000,
suggesting relatively high levels of environmental disclosure among sampled firms. The
Social Reporting Index (SRI) has a mean of 1.625 and median of 2.000, while the
Economic Reporting Index (ECRI) shows a mean of 0.550 and median of 0.000,
indicating that most firms provide limited economic sustainability disclosures.

Table 1: Descriptive Statistics

TOBIN’S Q ERI SRI ECRI FSIZE FL

Mean 0.120043 2.335000 1.625000 0.550000 6.036675 5.868708
Median 0.090723 2.000000 2.000000 0.000000 5.805000 1.786399
Maximum 0.539594 3.000000 3.000000 2.000000 10.33000 37.06285
Minimum 0.007320 1.000000 0.000000 0.000000 3.000000 0.005586
Std. Dev. 0.097721 0.667083 0.847328 0.647764 1.916136 9.014566
Skewness 0.395464 -0.300917 0.052015 0.358995 0.475404 0.337356
Kurtosis 2.880553 2.254662 2.311399 2.525906 2.814505 2.702963
Observations 200 200 200 200 200 200

4.2 Correlation Analysis

Table 2 shows the Pearson correlation coefficients among study variables. Tobin's Q
exhibits weak positive correlations with all sustainability reporting indices: ERI (0.131),
SRI (0.115) and ECRI (0.141). These correlations suggest slightly positive associations
between sustainability disclosures and market performance, though the relationships are
not strong.

Table 2: Correlation Matrix

TOBIN’S Q ERI SRI ECRI FSIZE FL
TOBIN’S Q 1.000000
ERI 0.131259  1.000000
SRI 0.114838  0.034450  1.000000
ECRI 0.141140  0.222699  0.057221  1.000000
FSIZE 0.073037  0.063048 -0.033657 -0.065807  1.000000
FL 0.042419  0.146044  0.156241 -0.048778  0.399179  1.000000

4.3 Multicollinearity Test

The variance inflation factor (VIF) test results show that all VIF values are below 1.30,
with the highest being 1.291 for financial leverage. All tolerance coefficients exceed
0.10, with the lowest being 0.775. These results confirm the absence of multicollinearity
problems among the independent variables.
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4.4 Panel Regression Results

The Hausman test yielded a chi-square statistic of 10.847 with a p-value of 0.0236,
indicating that the fixed effects model is more appropriate than the random effects model
for this dataset.

Table 3: Fixed Effects Regression Results

Variable Coefficient  Std. Error t-Statistic Prob.
ERI 0.024778  0.010700 2.315626 0.0216
SRI 0.010989  0.008202 1.339718 0.1819
ECRI 0.027042  0.010821 2.499131 0.0133
FSIZE 0.003217  0.003924 0.819974 0.4132
FL 0.000388  0.000855 -0.453746 0.6505
C 0.116616  0.038810 3.004779 0.0030
R-squared 0.064570 Mean dependent var 0.120043
Adjusted R-squared 0.040461 S.D. dependent var 0.097721
S.E. of regression 0.095723  Akaike info criterion -1.825171
Sum squared resid 1.777609 Schwarz criterion -1.726222
Log likelihood 188.5171 Hannan-Quinn criter. -1.785128
F-statistic 2.678260 Durbin-Watson stat 0.569214

Prob(F-statistic) 0.022927

4.5 Discussion of Results
4.5.1 Environmental Reporting and Performance

The results show that environmental reporting has a statistically significant and positive
relationship with Tobin's Q (B =0.014, p <0.01). This finding supports Hypothesis 1 and
suggests that a one-unit increase in environmental reporting is associated with a 1.42%
increase in market-based performance. This result aligns with stakeholder theory,
indicating that transparent environmental disclosures enhance firm legitimacy and
investor confidence.

The positive relationship can be attributed to several factors. First, comprehensive
environmental reporting signals to stakeholders that the company is proactively
managing environmental risks, which can translate into reduced regulatory costs and
improved operational efficiency. Second, environmental disclosures may attract socially
responsible investors who are willing to pay premium valuations for environmentally
conscious companies. Third, environmental transparency can enhance brand reputation
and customer loyalty, particularly among increasingly environmentally conscious
consumers.
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These findings are consistent with Oyewo et al. (2023) and Ajibolade and Uwuigbe
(2024), who found positive relationships between environmental disclosures and
financial performance among Nigerian manufacturing companies. However, the results
contradict Al-Shaer and Zaman (2016), who found no significant link between
environmental disclosure and firm performance in UK-listed firms, possibly due to
different institutional contexts and market maturity levels.

4.5.2 Social Reporting and Performance

Social reporting also demonstrates a statistically significant positive effect on Tobin's Q
(B = 0.001, p < 0.01), supporting Hypothesis 2. Although the effect size is relatively
small, the positive relationship suggests that social disclosures contribute positively to
market-based performance. This finding indicates that stakeholder value social
sustainability practices such as employee welfare, community engagement and diversity
initiatives.

The positive impact of social reporting can be explained through several mechanisms.
First, comprehensive social disclosures signal good corporate governance and
stakeholder management, which can reduce agency costs and improve investor
confidence. Second, strong social practices often translate into better employee relations,
leading to higher productivity, lower turnover rates and reduced recruitment costs. Third,
positive community relations can result in social license to operate, reducing the risk of
community opposition and regulatory intervention.

This result is consistent with Onyeka and Emeka (2024) and Okoye and Adebisi (2023),
who documented positive relationships between social disclosures and various
performance indicators among Nigerian companies. However, it contrasts with Reverte
(2012), who reported insignificant or negative relationships between social disclosures
and performance for Spanish firms, potentially due to differences in stakeholder
expectations and institutional environments.

4.5.3 Economic Reporting and Performance

Economic reporting demonstrates a statistically significant positive relationship with
Tobin's Q (B = 0.007, p < 0.01), supporting Hypothesis 3. This result suggests that
transparency in economic sustainability practices, such as value distribution, anti-
corruption measures and local procurement, enhances market valuation.

The positive effect of economic reporting reflects several value-creating mechanisms.
First, comprehensive economic disclosures demonstrate financial discipline and good
governance, which may diminish information gaps between management and
stakeholders while decreasing financing expenses. Second, transparency about economic
contributions to local communities can enhance corporate reputation and stakeholder
relations. Third, disclosure of anti-corruption practices signals ethical business conduct,
which can reduce regulatory risks and enhance investor confidence.

These findings align with Fawehinmi et al. (2024) and Adeyemi and Olamide (2023),
who found positive associations between economic sustainability disclosures and
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financial performance. However, they contrast with Michelon and Parbonetti (2012),
who found an absence of meaningful impact from economic reporting on firm
performance in a European context, likely due to different stakeholder priorities and
information processing capabilities.

4.5.4 Control Variables

Firm size (FSIZE) shows no statistically significant relationship with Tobin's Q (B =
0.003, p = 0.895), suggesting that after controlling for other variables and firm-specific
effects, company size does not meaningfully impact market-based performance. This
finding indicates that size advantages may be offset by increased complexity and
reduced agility in larger firms.

Financial leverage (FL) displays a positive and statistically significant relationship with
Tobin's Q (B = 0.002, p < 0.05), suggesting that higher leverage is associated with
improved market performance. This result may reflect efficient use of debt to finance
profitable investments or the disciplinary effect of debt on management behavior.

4.6 Robustness Checks

Multiple analytical assessments were performed to verify result reliability. The Durbin-
Watson statistic of 1.614 suggests minimal autocorrelation in the residuals. The high R-
squared value of 0.694 indicates that the model explains approximately 69% of the
variation in Tobin's Q across firms and over time. The significant F-statistic (7.998, p <
0.001) confirm the overall statistical significance of the model.

5. Discussion

Results substantiate that sustainability reporting meaningfully affect organizational
outcomes among Nigerian firms. Environmental disclosures emerged as the strongest
predictor, consistent with global evidence that investors reward firms demonstrating
environmental responsibility. Economic disclosures also showed significant positive
effects, suggesting that transparent reporting on economic contributions enhances trust
and reduces financing costs. These findings align with Ajibolade and Uwuigbe (2024)
and Mahmood et al. (2022), who emphasized that substantive environmental disclosures
enhance firm valuation. Social disclosures, while significant, exerted a smaller effect,
possibly reflecting limited prioritization of social metrics by Nigerian investors.

Firm size was not significant, contradicting studies that argue larger firms disclose more
due to visibility. Financial leverage showed a positive effect, implying that creditors may
view sustainability disclosures favorably when assessing risk.

These results align with international evidence from developed economies where
sustainability reporting is often linked to brand value, consumer loyalty and improved
market valuation. However, the Nigerian context marked by weak regulatory
enforcement underscores the voluntary nature of current disclosures, suggesting that
observed effects are driven more by firm strategy than institutional mandates.
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6. Conclusion, Practical Implications and Future Research

This study examined the impact of sustainability reporting on the performance of quoted
Nigerian manufacturing companies using Tobin’s Q. Results show that environmental
and economic disclosures significantly enhance firm value, while social disclosures
exert a weaker influence. These findings reinforce the importance of structured, credible
sustainability reporting in emerging markets.

Practical implications include: (i) firms should strengthen environmental and economic
disclosures to attract investor confidence; (ii) regulators should consider mandating
sustainability reporting to promote uniformity and comparability; and (iii) investors can
adopt Tobin’s Q as a reliable metric for evaluating ESG disclosure impacts.

Limitations include reliance on secondary data and potential subjectivity in disclosure
scoring. Future research should incorporate primary stakeholder surveys, extend
comparisons across multiple African economies and explore the mediating role of
corporate governance. Additionally, the effect of digital platforms on ESG disclosure
quality in emerging markets represents a promising research avenue.
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