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Abstract: This study investigates the association of environmental information disclosure and corporate
financial performance for the steel industry. This study manufacturing industry listed companies in
Nigeria Stock Exchange from. The environmental information disclosure includes environmental
financial and non-financial information. The result disclosed that Disclosure on Material used (DMT)
has insignificant negative effect on financial performance (ROA) of listed pharmaceutical manufacturing
companies in Nigeria and The study also found that disclosure on environmental compliance has
significant positive effect on financial performance of listed pharmaceutical manufacturing companies in
Nigeria.
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Introduction
With the ecological environment problem getting more attention in the world, governments also
have issued several regulations related to environmental protection regulations. However, the
disclosure of environment information is not compulsory. The main disclosure of environmental
information for the enterprise depends on voluntary. There have been a growing number of
companies from different industries disclosing their environmental information in their annual
reports.)Environmental accounting disclosure has become a major pillar of today’s business
activities. Environmental information is one of the elements disclosed in the sustainability
reporting segment of the financial reports of corporate entities. The awareness of the importance
of disclosing environmental information had rising among the business community as a result of
rising level of education, global warming, climate change, the rapidly evolving technology and
thirst for information (Sidorova & Gurvitsh, 2012). This therefore makes stakeholders to demand
more information from companies, hence, forcing companies to actively participate in
environmental reporting.
Studies conducted on effect of environmental disclosure on financial performance yielded either
a negative, neutral or positive association thus indicating inconsistent results. In addition, many
studies have focused on developed markets as opposed to emerging markets. Although some
firms have committed to investments in environmental disclosure through the allocation of more
resources, other companies have resisted. This could, at least in part, be because of the debate on
whether a corporation should go beyond maximizing the profit of its owners as the only social
responsibility of business, to being accountable for any of its actions to the environment and
society. The question of what really motivates environmental disclosure becomes principal. The
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integration of environmental disclosure programs in the operational strategies of companies is a
new reporting practice in Nigeria but there has been increased adoption among the listed firms.
The major objective of this study is to examine the effect of environmental disclosure on
financial performance of listed manufacturing firms in Nigeria.
Literature Review
Concept of Environmental Accounting Disclosure
Wilmshurst and Frost (2000) defined environmental disclosures as those disclosures that relate to
the impact company activities have on the physical or natural environment in which they operate.
By disclosing environmental information, a company can enhance its reputation and gain
competitive advantages to enhance its ability to compete with other companies. Disclosing
environmental information also increases a company’s reputation and provides vital information
to investors. Environmental disclosure is a systematic procedure that measures a company’s
environmental level. This disclosure can be effectively regulated and improve a company’s
pollution management, ecological, and environmental protection systems. Environmental
accounting disclosure is the ability to provide accurate information in the financial statements
regarding the estimated social cost occasioned by the production externalities on the environment
and how much deliberate intervention cost had been incurred to bridge the gap between the
marginal social cost and the marginal private cost by a firm.
Environmental accounting disclosure is to fulfill its accountability regarding environmental
efforts in their activities, and to provide useful information to decision making of interested
parties (Frost & English, 2002). Moreover, Welford (2005) has expressed the account as
company’s way for the provision of information about environmental performance, and meeting
the needs of the financial markets and at the same time providing itself with a positive
environmental image. Additionally, Sarivudeen and Sheham (2013) have considered
environmental disclosure as a valuable evaluation tool for corporations and individual investor,
as well as financial institution, when making investment and financing decisions.
Dror and Fabrizio (2007) find that the third version of GRI guidelines in 2006 has facilitated
more companies to publish environmental disclosure. Top 250 companies in the Fortune 500
adopt GRI guidelines for sustainability reporting. Further, their study expects GRI guidelines to
reap the following benefits such as: improved relationships with stakeholders; breaking down
internal organizational insularity through information sharing; reduction of volatility and
uncertainty in share prices; building brand image; and creation of competitive advantage.
Concept of Financial Performance
In the world of finance, financial performance is measured to give the account of stewardship by
the management team to the shareholders. The key aspect of this involves measuring the
profitability, market value and growth prospect of a company. Accounting-based measures
examines the nature of the relationship between some indicator of the social performance
(reputation, revelation of social information, environmental behavior etc.), with the company’s
financial performance obtained from the accounting information such as the historical audited
financial statements of the respective companies.
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Financial performance is a measure of how an organization is able to satisfy the owners typically
by way of profit maximization or shareholders wealth; it could also be seen as a measure of both
financial and non-financial performance by way of satisfying all the stakeholders of the firm
(Jaroslava, 2014). This study measured financial performance with ROA, ROE and NPM, these
measurements are profitability indicators.
Empirical Review
Environmental Accounting Disclosure and Return on Assets
Nguyena and Manh (2019) assessed the relationship between disclosure levels of environmental
accounting information and financial performance. Data were collected from the firms listed in
Vietnam from 2013 to 2017, including the firms disclosed and the ones did not disclose the
environmental accounting information. The study uses two regression models to investigate the
relationship between environmental accounting information and return on assets. The results
indicate that there was a close relationship between disclosure level of environmental accounting
information and ROA. In addition, there was a difference in terms of financial performance
between the firms had not disclosed environmental accounting information and the ones
disclosed the environmental accounting information.
Environmental Accounting Disclosure and Return on Equity
Tze, Huey, Han, Siew and Boon (2016) examined the relationship between environmental
disclosure and financial performance of 100 public listed companies on the main board of Bursa
Saham in Malaysia for the year 2009 to 2013. Content analysis approach was adopted. The study
indicates that environmental disclosure has insignificant relationship with ROE. In the same
manner, Norhasimah, Norhabibi, Nor, Sheh and Inaliah (2016) investigated the effect of
environmental accounting disclosure on financial performance among top 100 company of
market capitalization in Malaysia for the year 2011. The needed information was examined by
content analysis of the companies’ annual report. The analysis shows mixed results between the
existence of the environmental disclosure practices in Malaysia and financial performance. The
study found that ROE showed no significant relationship with total environmental disclosures.
The limitation of the study is that only one year data were considered for this study is considered.
Charles, John-Akamelu and Umeoduagu (2017) examined the relationship between
environmental accounting disclosures and return on equity of food and beverage companies in
Nigeria. It also examined the relationship between environmental accounting disclosures and
return on capital employed of food and beverage companies in Nigeria, among others. Data for
the study were collected through secondary sources and analyzed using Pearson’s correlation
statistical technique and multiple regression. The study revealed that there is a significant
relationship between environmental accounting disclosures and ROE of selected companies.
Environmental Accounting Disclosure and Net Profit Margin
Norhasimah, Norhabibi, Nor, Sheh and Inaliah (2016) investigated the effect of environmental
accounting disclosure on financial performance among top 100 company of market capitalization
in Malaysia for the year 2011. The needed information was examined by content analysis of the
companies’ annual report. The analysis shows mixed results between the existence of the
environmental disclosure practices in Malaysia and financial performance. The study found that
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there is a significant relationship between total environmental disclosure and profit margin. The
limitation of the study is that only one year data were considered for this study is considered.
Charles, John-Akamelu and Umeoduagu (2017) examined the relationship between
environmental accounting disclosures and financial performance of food and beverage
companies in Nigeria. It also examined the relationship between environmental accounting
disclosures and return on capital employed of food and beverage companies in Nigeria, among
others. Data for the study were collected through secondary sources and analyzed using
Pearson’s correlation statistical technique and multiple regression. It revealed a negative
relationship between environmental accounting disclosures and NPM of selected companies.
Theoretical Framework
Stakeholders Theory
Stakeholder theory was propounded by Freeman in 1984. According to Freeman (1984),
stakeholders are possible collection of people or persons who can influence or are influenced by
the actions or activities of an organization. His definition for what or who stakeholders are was
responsible for the foundation for which stakeholders’ theory has been lay by successive
scholars. According to Clan (1996), the principal idea of the concept of stakeholder theory is that
organization’s achievement is determined by the successful accomplishment of all the affiliation
that an entity has with all its interested parties and all persons who it has direct
interest/connections with. To him the higher the authority of such group or individual, the more
the organization must comply. Corporate environmental disclosure is therefore regarded as
means by which organization used to interact with its stakeholders.
The stakeholders’ theory suggested improvement in the degree of environmental responsiveness
which requires organizations to add non-conventional stakeholders like employees’ and
community oppositional group into their decision making process in order to complying to
changing public pressure. Organizational environmental disclosure is a means of tactically
accomplishing good connection between organization and its stakeholders (Ullmann, 1985)
Institutional Theory
Institutional theory was developed by Scot in 1987. Scott (1987) opined that organisations are
societal compositions which have reached high level of flexibility and in addition regulates –
prearranged blue print of behaviour that are widely accepted by everyone in a social setting.
They further argued that social organisations that comprise of internal settings and regulations
such as institution’s social strategy and management, and official social regulation such as
environmental laws and rules. Thus, organisational theory proffers a conceivable shutter for
examining corporate environmental reporting performance. Institutional theory involves an
examination of how some the organisations’ social composition that comprises of plan,
guidelines, custom, and standards etc turn out to be established standard rules for organisation
behaviour. Organisation structure is a reflection of the phenomenal in the environment that tends
to make it become isomorphic, possibly because of technical and exchange interdependencies
and also by socially constructed realities (Meyer & Rowan, 1977). Institutional theory explains
how organisation chooses behaviour such as corporate environmental reporting through
isomorphism (Dimaggio & Powell, 1983) and structural conformity pressures (Scott, 1987).
However, according to Oliver, (1991) this theory does not explain how some organisations may
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choose not to take such behaviour and have ignored the role of active agency and resistance in
organisation-environmental relations.
Methodology
Research Design
The study made use of ex-post facto and content research design. The study used ex-post facto
research design because the study relied heavily on secondary data that are quantitative in nature
and these data had already been collected by the study population. The use of content research
design is to analyze the contents of the Annual Reports of selected listed Manufacturing
Companies in Nigeria to analyze the companies’ Environmental Accounting disclosure in their
annual report. The content analysis method was adopted because it is one of the most systematic,
objective and quantitative method of data analysis technique employed in other prior research.
Population, Sample and Sampling Technique
The population of this study is the 41 listed manufacturing companies on the Nigerian Stock
Exchange as at 2019, since they are not too many census sampling technique is used to sample
all the 41 listed manufacturing companies as the sample size because the population of the study
is not too large.
Method of Data Collection
The study used secondary data collected from the Annual reports of the listed manufacturing
companies in Nigeria and data from the Nigerian Stock Exchange fact book for the period of six
(6). The use of secondary data in this study was informed by the fact that the study is based on
the quantitative research methodology that requires quantitative data to test the research
hypotheses. The various data were sourced based on the parameters of the variables, and the
respective ratios or percentages taken. Financial performance which serves as the dependent
variables are measured with ROA, ROE and NPM while the independent variable is measured
with environmental disclosure index.
Variables Measurements
A dichotomous procedure known as the kinder Lydenberg Domini (KLD) environmental
disclosure rating system was used to measure the reporting score (RS). A score of one (1) was
awarded if an item was reported; otherwise a score of zero (0) awarded. Thereafter, all points
obtained are added together and divided by the total items in the GRI disclosure items to
determine a company’s environmental disclosure index.
The formula for calculating the reporting score by using these 16 attributes is expressed below
as:

RS =iΣri i = 1
Where:
RS = Reporting Score = A score of (1) if the item is reported and (0) if the item is not reported.
In addition, multiple regression analysis model was used to determine the relationship between
environmental reporting of the selected pharmaceutical companies and their performance, as it
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was used in previous studies on same topics (Susi, 2005; Daniel & Ambrose, 2013; Adediran &
Alade, 2013; Tze, Wei, Boon & Sin, 2014; Onipe, 2018) as specified below;
Model Specification
The model for the multiple regressions is;
ROA = F (EAD)
ROE = F (EAD)
NPM = F (EAD)
Specified in econometric form, we have;
ROAit = β0 + β1EADit+εit--------------------------------------------------------------------------------(i)
ROEit = β0 + β1EADit +εit--------------------------------------------------------------------------------(ii)
NPMit = β0 + β1EADit +εit--------------------------------------------------------------------------------(iii)
Where;
β0

=

Constant or Intercept

β1

=

Coefficient of the regressors

ε

=

Error term

=

cross section dimension of the variables

I

t

=

Time dimension of the variables

ROA =

Return on Assets

ROE

=

Return on Equity

NPM =

Net Profit Margin

EAD =

Environmental Accounting Disclosure

Table 1: Random Effect Regression Results
Variable
Coefficient

Standard Error

t-statistics

Prob

C

0.006987

0.013992

0.499348

0.6180

EAD

0.222528

0.038714

5.747937

0.0000

R
Adj. R2
F-Statistics
Prob(F-Statistics)
Hausman Prob. Value
Heteroskedasticity Observed

0.30
0.16
2.18
0.00
0.027
0.6407

2
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R-square
Serial Correlation LM Test
0.1819
Observed R Square
Dependent variable: ROA
Table 2 Random Effect Regression Results
Variable
Coefficient
C
0.004835
EAD
R2
Adj. R2
F-Statistics
Prob (F-Statistics)
Hausman Prob. Value
Heteroskedasticity
Observed R-square
Serial Correlation LM
Test Observed R Square

0.078879
0.91
0.90
55.00
0.000
0.0045
0.3721

Standard Error
0.023770
0.008079

t-statistics

Prob

0.203386
9.763937

0.8390
0.0000

0.1021

Dependent variable: ROE
Discussion of results
In the regression result, Disclosure on Material used (DMT) has insignificant negative effect on
financial performance (ROA) of listed pharmaceutical manufacturing companies in Nigeria. This
indicates that DMT does not influence financial performance of listed pharmaceutical
manufacturing companies in Nigeria. It means that no matter the level of disclosure on material
used in the pharmaceutical manufacturing companies in Nigeria, financial performance does not
change. The coefficient of DMT is negative which indicates that disclosure on material used has
indirect relationship with financial performance of listed pharmaceutical manufacturing
companies in Nigeria. The finding is in tandem with the findings in the previous works of Susi
(2005).
In the case of disclosure of energy consumed and financial performance, an insignificant positive
effect was found. This means that disclosure of energy consumed does not affect financial
performance of listed pharmaceutical manufacturing companies in Nigeria, the results also
reveals that disclosure on energy consumed has a positive coefficient. This indicates that
financial performance will increase when there is an increase disclosure of energy consumed.
This finding is consistent with the findings in previous studies such as Elena, Georgiana and
Laura (2015).
Based on the regression result, disclosure on water and effluents (DWF) has significant positive
effect on financial performance. The result implies that the more the listed pharmaceutical
manufacturing companies disclose information on waste and effluents, the better their financial
performance. This is in line with the findings of Utile, Tarbo and Ikya (2017); Peter and MbuOgar (2018); but contradicted the study conducted by Elena, Georgiana and Laura (2015) who
found insignificant relationship between disclosure on water and effluents and financial
performance for listed pharmaceutical manufacturing companies in Nigeria.
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The regression result of disclosure on environmental compliance and financial performance
shows that disclosure on environmental compliance has significant positive effect on financial
performance of listed pharmaceutical manufacturing companies in Nigeria. Disclosure of
corporate information on the level of environmental compliance by listed pharmaceutical
manufacturing companies in Nigeria improves all-round financial performance, credibility,
greater transparency; ability to communicate efforts and standards among others. The finding is
in line with the studies of Elena, Georgiana and Laura (2015).
Conclusions
The matter of environmental accounting disclosure and financial performance has become an
essential matter in the literature of accounting. Attempt has been made in this study to examine
the effects of four environmental disclosure indicators based on Global Reporting Initiative
(2008) such as disclosure on material used, disclosure on energy consumed, disclosure on water
and effluents and disclosure on environmental compliance on financial performance of listed
pharmaceutical manufacturing companies in Nigeria. Based on the results of the analysis, this
study concludes that disclosure on material consumed is not a significant factor that influences
the financial performance of listed pharmaceutical manufacturing companies in Nigeria.
In line with insignificant positive effect of disclosure on energy consumed on financial
performance of listed pharmaceutical manufacturing companies in Nigeria, the study concludes
that disclosure on energy consumed is not a significant factor that improves the financial
performance of listed pharmaceutical manufacturing companies in Nigeria.
In the case of significant but positive effect of disclosure on water and effluents on financial
performance of listed pharmaceutical manufacturing companies in Nigeria, the study concludes
that disclosure on water and effluents improves the financial performance of listed
pharmaceutical manufacturing companies in Nigeria.
According to the result that disclosure on environmental compliance has significant positive
effect on financial performance of listed pharmaceutical manufacturing companies in Nigeria.
This means that the more listed pharmaceutical manufacturing companies in Nigeria discloses
their level of compliance with environmental issues and laws, the more patronage they get form
customers and stakeholders which will in turn boost their financial performance.
Recommendations
Based on the findings of the study, the following recommendations are proposed;
i.
Based on the research results, the listed pharmaceutical manufacturing companies in
Nigeria should have consideration for disclosure of material used and consumed
during the course of production, it was discovered by this study that they have not
been disclosing issues relating to material used in their factory. Because disclosure of
material used is an important factor of environmental accounting disclosure
requirement by GRI.
ii.
Pharmaceutical manufacturing companies in Nigeria should consider disclosing the
level of their energy consumption since stakeholders and standard setting
organization like GRI are interested in the level of energy consumed and utilized by
corporate organizations.
iii.
Pharmaceutical manufacturing companies should give disclosure of environmental
accounting information relating to water and effluents priority when considering their
environmental accounting disclosure mix as it has positive influence on their financial
performance.
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iv.

Pharmaceutical manufacturing companies in Nigeria should seek for total
environmental compliance and disclose in totality compliance with environmental
issue. Because this will earn them legitimacy, and this information are required by
environmental institutions, stakeholders. shareholders and management.
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