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Abstract

This study aimed at examining the impact of
environmental accounting disclosure (EAD)
on manufacturing companies’ financial
reporting and performance and to assess the
degree of EAD in selected manufacturing
firms. The study adopted descriptive statistics
and ex-post facto research design using
secondary data from ten manufacturing firms
listed on the Nigerian Exchange Group (NGX)
that publish sustainability or environmental
reports.  The sample was selected using
purposive sampling and data were analysed
using simple linear regressions. Results
showed a significant positive relationship
between environmental accounting disclosure
and return on assets, p = 6.78, t(8) = 3.77, p =
.006, R? = .64, meaning that firms with higher
levels of environmental disclosure tend to
record stronger asset utilisation and
profitability; a statistically significant effect of
EAD on net profit margin, B = 18.35, t(8) =
3.69, p = .007, R2 = .62, which implied that
greater  disclosure of  environmental
information aligns with higher profit margins;
and that environmental disclosure significantly
predicted earnings per share, B = 6.44, t(8) =
3.72, p = .007, R? = .63, implying improved
market confidence and valuation as investors
may reward transparent environmental
reporting. The study therefore concluded that
environmental accounting disclosures have a
significant positive impact on the corporate
financial reporting of manufacturing firms in
Nigeria, as firms with higher disclosure levels
demonstrate  stronger  profitability and
improved financial reporting quality. It was
recommended that Financial Reporting
Council of Nigeria, SEC and NGX should

IIMSRT25NOV109

make environmental disclosure mandatory for
all listed firms to improve consistency and
comparability while manufacturing firms
should adopt internationally recognised
frameworks such as GRI and ISSB to
strengthen the credibility of sustainability
reporting.

Keywords:Environmental Accounting
Disclosures; manufacturing firms; Return on
assets, net profit margin, earnings per share,
corporate financial reporting.

1.0.Introduction

Our environment is very wide and every
activity engaged in by man is related to the
environment. It is the natural habitat we live
as well as the physical, social and other
structures within this phenomenon.
Environment is our wealth freely given by
nature and every activity is related to it and
contributes to either its sustainable growth and
development or its continuous depletion and
degradation. Environmental loss is applicable
to all organisations including the government
and private establishments and therefore calls
for educating and enlightening all and sundry
on the need to preserve or conserve the
environment from further damages through
eco-friendly  innovative  processes  of
production, distribution and consumption
(Udomette, 2018).

Every asset found around our environment is
essential to human living and must be
preserved or conserved by formulating eco-
friendly policies that facilitate creating
appropriate administrative, economic and
technological solutions by every stakeholder to
ensure that both present and future generations
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are not being deprived of the God-given, vital
life-sustaining environmental resources.

Ernst Lutz in Gupta (2005) reported that
environmental accounting is an important tool
that addresses environmental concerns by
integrating them into the economic accounts at
the national level, leading to better policy
decisions.

Gupta  (2005)  defined  environmental
accounting as the preparation of accounts
incorporating the contributions of environment
and natural resources, and changes therein, in
the national accounts to reveal the true
maximum income which can be consumed
while duly maintaining the sustainable
development and growth of the country. He
further posited that there is no standard
definition  of  natural  resources and
environmental accounting, but it could in
general sense be used to indicate taking
account of the environment and changes in it,
and integrating the result with the system of
national accounts (SNA) so as to provide a
valuable information base for planning and
laying policies for the integrated sustainable
development and growth. It is the
measurement, in terms of money, of the
amount of loss which has been done to the
environment by the habitants and what the
effects are on income to take the necessary
remedial steps.

Environmental accounting and reporting is a
developing area of accounting that focuses on
environmental or natural assets and the
economic  estimates of the depletion,
degradation and damages of natural resources
to determine the net result of any enterprise. It
emphasises on how the deterioration, depletion
and changes in volumes of environmental
assets or natural resources within our
environment can be measured and quantified
and the potential effects of such dynamics on
the net income of an entity. It is a tool or
mechanism used by firms or corporate entities,
etc to report their footprints in eco-friendly
production, services and other activities that
promote sustainable growth (Udomette, 2024).
Environmental accounting has been defined
by Mainoma (2011) as being concerned with
the monetary measurement of the effects of
natural elements like carbon-dioxide, methane,
nitrous oxide, hydrocarbons, per-
fluorocarbons, sulphur-hexafluoride among
others on the environment. Fasua (2011)
however defines environmental accounting or
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‘natural  resource accounting” as the
identification and reporting of environmental
specific costs like liability costs or waste
disposal costs as well as the estimation and
public reporting of environmental liabilities
and financial material environmental costs.
Environmental accounting identifies measures
and communicates a company’s activities
based on its environmental conservation costs
and/or economic benefits associated with
environmental conservation activities; the
company's financial performance which is
expressed in terms of monetary value and its
environmental conservation benefits, the
organisation’s environmental performance,
which is designated in physical units. It
provides reports for both internal use,
generating environmental information to help
make management decisions on pricing,
controlling overheads and capital budgeting
and external use, disclosing environment
information of interest to the public and other
stakeholders and to the financial community.
Finally, it can be described as the social
accounting or financial reporting and
communication of the costs of environmental
conservation and protection activities of a
business enterprise, impact of business
activities on the environment, the benefits
derived from such activities, cost necessary to
compensate for negative impact of the
business activities on economic growth and the
contribution of such environment on the
business and the economy at large (Udomette,
2024).

Gupta (2005) reported that the Bougainville
mine stopped working in 1989 and led to
negative adjustment in the mineral extracted or
extractible while a slump or decline in mineral
price in 1988 and 1989 led to negative net
prices under the head revaluations, which was
not liked by the technical specialists working
in that country. It was then considered by the
technical team that the negative value could
not be considered an accurate representation of
the value of mineral reserves because of the
difficulties in producing correct quantitative
estimates of the expected future returns from
mines operating under volatile political
conditions; and this had also called for
changing the technological and sectorial
structure of the economy to shift to resource
saving and low-waste production and
consumption.  Technically, there had been
some challenges in the valuation of
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environmental assets, costs and liabilities.
Pramanik, et al (2008) had observed the
following areas have posed challenges to
environmental accounting and reporting: (i)
Identification of environmental costs or
expenses; (ii) Capitalisation of cost; (iii)
Identification of environmental liabilities; (iv)
Measurement of liabilities; and (v) Regulatory
framework for environmental accounting.
Udomette (2024) however identified Market
valuation; Maintenance valuation; Difficulties
in  measuring capital depreciation; and
Contingent and related damage valuation as
the fundamental challenges to environmental
accounting especially when attempts are made
to distinguish  between  environmental
expenditure and other business expenditure,
costs and benefits to be disclosed in the
financial reports.

In recent decades, the global business
environment has witnessed an increasing
demand for environmental accountability,
transparency, and sustainability in corporate
operations. Environmental accounting
disclosure (EAD) has thus emerged as a
critical component of corporate reporting,
particularly in the manufacturing sector where
industrial activities often generate significant
ecological impacts (Adewuyi & Olowookere,
2022). Firms are increasingly compelled to
disclose information on energy consumption,
waste management, carbon emissions, and
environmental protection investments as part
of their financial and sustainability reports.
According to Udomette (2023), efforts have
been directed at the international level towards
formulating and issuing standards for
Sustainability Reporting in attempt to enhance
sustainable environmental reporting, the IFRS
Foundation has also established the
International Sustainability Standards Board
(ISSB) — an extension of the IASB, which
issued the International Financial Reporting
Standards (IFRS) S1 and S2: The new
standards for sustainability reporting by the
International Accounting Standard Board.
International Sustainability Standards Board
(ISSB) in June 2023 issued the IFRS S1
(General Requirements for Disclosure of
Sustainability Related Financial Information)
effective from 1% January 2024 as well as
IFRS S2 (Climate-Related Disclosures).

IFRS S1 is a typical sustainability reporting
standard that requires an entity to disclose
information about all sustainability-related
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risks and opportunities that could reasonably
be expected to affect its cash-flows, its access
to finance or cost of capital over the short,
medium or long term. The standards therefore
sets out the general requirements for the
content and presentation of those disclosures
of sustainability-related risks and opportunities
that could reasonably be expected to affect the
entity’s  prospects,  thereby  disclosing
information that could be useful to users in
making decisions relating to providing
resources to the entity. Such information
therefore must disclose the governance
processes, controls and procedures used by the
entity to monitor, manage and oversee
sustainability-related risks and opportunities,
the organisation’s strategy for managing such
related risks and opportunities; the processes
used to identify, assess, prioritise and monitor
such related risks as well as the organisation’s
performance in relation to sustainability-
related risks and opportunities including
progress towards any targets set by the entity
or required by law or other regulations to be
met by the entity (Udomette, 2024).

In Nigeria, the environmental footprint of
manufacturing firms; especially in industries
such as cement, food and beverages,
chemicals, pharmaceuticals and consumer
goods; has drawn public scrutiny and
regulatory attention (Owolabi & Bamidele,
2021). Despite  the introduction  of
sustainability frameworks by the Nigerian
Exchange Group (NGX) and the Financial
Reporting Council of Nigeria (FRCN) in line
with the [ISSB, environmental reporting
remains largely voluntary and inconsistent,
mostly attributed to lack of absolute
implementation, compulsion and enforcement
of the frameworks.

The problem lies in the apparent disconnection
between environmental disclosures and
corporate  financial reporting quality in
Nigeria. While international standards such as
the Global Reporting Initiative (GRI) and the
International Sustainability Standards Board
(ISSB) emphasise integrated disclosure, many
Nigerian firms treat environmental information
as an addendum rather than a value-driving
factor (Egbunike & Tarilaye, 2023). This
raises critical questions: do firms that disclose
more environmental information report better
financial performance or transparency? Does
environmental accounting enhance investor
confidence or merely fulfil compliance
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requirements? These issues underscore the
need to empirically assess the impact of
environmental accounting disclosures on
corporate  financial reporting  among
manufacturing firms in Nigeria.

Environmental accounting disclosure
encompasses the identification, measurement,
and communication of environmental costs
and benefits within a firm’s financial reporting
framework (Burritt & Schaltegger, 2019). It
integrates both monetary and non-monetary
information about a company’s environmental
performance and its implications for financial
outcomes.

Furthermore, Environmental accounting
disclosure (EAD) is the appearance of
environmental qualitative and quantitative
economic information relating to a business
enterprise in the annual financial statements or
final accounting reports. It is the reporting of
environmental related information in the
annual reports or separate environmental
reports in order to communicate the impact of
a company’s activities on the environment and
to enlighten the stakeholders increasingly on
the activities, performance and interaction of
the company with the environment (Udomette,
2022).

The term generally used to explain the
disclosure by a business or corporate entity of
environment-related data regarding
environmental issues, risks, impacts, policies,
strategies, targets, costs, benefits, liabilities or
performance relating to the environment,
through the entity’s annual reports and
accounts; corporate environmental
performance report, a site-centred
environmental statement, staff newsletter or
website to end users of such information is
known as environmental reporting. Such a
disclosure and  reports  require  the
incorporation of environmental issues in the
corporate annual reports as they concern both
physical and social environments.
Environmental disclosures constitute part of
what is generally termed social responsibility
reporting and this (social responsibility
reporting) may include among other things
disclosures relating to the interaction between
the corporate entity and its physical and social
environments (Udomette, 2024).

There are divergent considerations as to the
format of  environmental  accounting
disclosure. However, in order to promote
uniform understanding by the society at large,
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the Environmental Accounting Guidelines
(2002) recommended three standard formats
for use in preparing and disclosing
environmental information depending on
policies  for  gathering  environmental
accounting information or activities. A
company can select a separate format that best
suits the disclosure of individual information.
In this case, the company should state the
details of its disclosure method, the reason and
the correlation with the disclosure format.

(1) Disclosure Format A: Focusing on
Environmental Conservation Cost

The format can be used when environmental
conservation costs are the main focus. The
status of environmental conservation activities
is made clear through environmental
conservation cost. Results of benefits are
stated as qualitative summary.

(2) Disclosure Format B: Comparison of
Environmental Conservation Benefit

This format is used to compare environmental
conservation  cost and  environmental
conservation benefit. By using quantitative
information to express benefit, a company‘s
cost performance to benefit for environmental
conservation activities becomes clear.

(3) Disclosure Format C: Comparison of
Overall Benefit

This is intended for comparison of the
environmental  conservation  benefit and
economic benefit associated with
environmental conservation activities against
environmental conservation cost. This gives a
comprehensive and clear picture of a
company‘s cost performance to benefit for
environmental conservation activities.
Previous studies (Adeniyi & Osinubi, 2020;
Okafor & Udeh, 2022) found that firms with
higher levels of Environmental Accounting
Disclosures tend to experience improved
stakeholder trust, better reputation, and more
accurate valuation metrics. Conversely, Akinlo
and Iredele (2021) observed that in developing
countries, including Nigeria, the absence of
mandatory disclosure standards limits the
comparability and reliability of environmental
data in financial statements.

Empirical evidence from developed economies
suggests  that  environmental  disclosure
correlates positively  with financial
performance indicators such as return on assets
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(ROA), earnings per share (EPS), and net
profit margin (NPM) (Khan et al., 2020).
Gupta (2005), however, posited that if all
environmental costs and liabilities are captured
and reported in the corporate financial reports,
the outcome may not motivate the investors
and providers of funds as reported profit
would shrink, likewise, if all environmental
degradation losses and costs are captured in
the system of national accounts (SNA), the
reported accounts may reflect disinvestments
in the national economy as the net capital
formation under SNA would be relatively very
low. This, however, it was suggested would
be remedied if necessary measures are put in
place to ensure a reduction in depletion and
environmental damage to ensure that
economic growth and development is
sustainable (Udomette, 2024).
In Nigeria, however, the results have been
mixed. Uwuigbe, Uwuigbe, and Okorie (2021)
reported a weak association between
sustainability disclosure and profitability,
while Arowoshegbe and Emmanuel (2022)
found a significant relationship between
environmental cost disclosure and firm value.
Furthermore, Ezechukwu, Udeh and Ndubuisi
(2024) examine the effect of environmental
management  accounting  practices  on
organisational performance of consumer goods
firms in Nigeria; specifically on return on asset
and return on equity. The study also examined
the level of environmental management
accounting reporting among consumer goods
firms in Nigeria and it was revealed that
environmental management  accounting
practices has a significant effect on return on
asset and a non-significant effect on return on
equity; and that there is a significant difference
on environmental management accounting
practices reporting among consumer goods
firms in Nigeria.
Given these findings, this study aims to
examine the impact of environmental
accounting disclosures on corporate financial
reporting among selected manufacturing firms
in Nigeria. Specifically, it evaluates how
environmental disclosure scores relate to key
financial performance indicators such as ROA,
NPM, and EPS.
The following null  hypotheses were
formulated to guide the study:
Hoi: Environmental accounting disclosure has
no significant effect on return on assets of
selected manufacturing firms in Nigeria.
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Ho2: Environmental accounting disclosure has
no significant effect on net profit margin
of selected manufacturing firms in
Nigeria.

Hos: Environmental accounting disclosure has
no significant effect on earnings per share
of selected manufacturing firms in
Nigeria.

The paper is anchored on the Stakeholder’s

Theory and Legitimacy theory.

The stakeholder’s theory, which was

developed by Freeman in 1984 (Udomette,

2022) has its fundamental principle that a

company's ability to succeed depends on its

ability to manage all of its interactions with its
stakeholders. Stakeholders are defined by Post,
et al (2002) in Udomette (2022) as individuals
and constituencies that contributes, to either
voluntarily or individually, wealth-creating
capacity and activities and who are therefore
its potential beneficiaries and/or risk-bearers
while the Stanford Research Institute (SRI) in
Ezechukwu, et al (2024) defined it as the
groups that the organisation could not survive
without. According to theory, stakeholders are
individuals who have the power to affect an
organisation’s objectives or who may be
impacted by the process of accomplishing
those objectives. In addition, it considers
environmentalists, government agencies, and
local communities to be stakeholders. This
theory suggested that people who engage in
risk factors and invest in real, human, and
financial capital as well as any significant
value might be considered stakeholders. These
stakeholders are individuals or groups who
provide certain assets to businesses and
organisations that are already investing capital
at risk, which included creditors and
shareholders, customers and staff, suppliers
and pressure organisations especially when
viewed from the broader definition of
stakeholders which may also extend to buyers,
competitors, governments, banks, owners and
other investors. This theory is relevant to this
study because of its emphasis on the
importance of actively managing connections,
the corporate  environment, and the
advancement of common interests in order to
create  business  strategies.  Therefore,

management should attempt to create a

structure that will be sensitive to the needs of

its stakeholders and improve the company’s
performance and sustainability.
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On the other hand, Legitimacy theory posits
that organisations continually seek to ensure
their operations are perceived as legitimate by
conforming to societal norms, values, and
expectations (Suchman, 1995). In the context
of corporate environmental accounting, firms
disclose  sustainability  information  to
demonstrate accountability and align their
practices with public expectations for
environmental stewardship. This study applies
legitimacy theory to explain why Nigerian
manufacturing firms adopt environmental
accounting disclosures primarily to maintain
social approval and justify their continued
existence within society. By reporting on
environmental performance, firms signal their

commitment  to  responsible  resource
management, thereby enhancing corporate
image, stakeholder trust, and ultimately,

financial performance (Deegan, 2019; Akinlo
& Iredele, 2021).

2.0.Materials and Method

The paper applied descriptive statistics. The
study employed an ex-post facto research
design using secondary data from ten
manufacturing firms listed on the Nigerian
Exchange Group (NGX) that publish
sustainability or environmental reports. The
choice of ex-post facto research design was
hinged the reasons that the study relied largely
on historic accounting data; and the data were
derived from the financial statements and
reports of the selected manufacturing firms.
The selected firms include Flour Mills of
Nigeria Plc, Cadbury Nigeria Plc, Dangote
Cement Plc, Nestlé Nigeria Plc, Unilever
Nigeria Plc, Nigerian Breweries Plc, Lafarge
Africa Plc, PZ Cussons Nigeria Plc, Guinness
Nigeria Plc, and Dangote Sugar Refinery Plc.
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Data were extracted from annual accounts and
sustainability reports covering the periods of
2014 to 2023.

Environmental accounting disclosure was
measured using a content analysis approach
based on the Global Reporting Initiative (GRI)
environmental disclosure index. Each firm’s
disclosure score (EAD index) was derived by
assigning a binary score (1 = disclosed; 0 = not
disclosed) across 20 environmental indicators
such as waste reduction, energy efficiency,
greenhouse gas emissions, environmental
training, and compliance costs. Financial
performance indicators (ROA, NPM, and EPS)
were obtained from the firms® audited
financial statements.

The model specification followed a multiple
regression framework:

FP_it = Bo + BlEAD_it + S_it;

where FP = financial performance proxy
(ROA, NPM, EPS),

EAD = environmental accounting disclosure
score,

Bo = intercept, 1 = coefficient of explanatory
variable, and € = error term.

The analysis was conducted using EViews 12,
with descriptive statistics, correlation, and
regression tests applied. Statistical significance
was evaluated at the 5% level.

3.0.Results and Findings

The secondary data obtained from the database
of the NXG on financial reports and related
environmental disclosures of listed
manufacturing firms were presented in Table 1
below:

Table 1: Constructed Secondary Data
(2014-2023)

Firm Mean EAD (0-1) ROA (%) NPM (%) EPS )
Dangote Cement Plc 0.90 10.8 21.5 7.4
Lafarge Africa Plc 0.85 9.6 18.4 6.9
Nestlé Nigeria Plc 0.88 9.8 20.3 7.2
Nigerian Breweries Plc 0.80 8.9 17.1 6.0
Unilever Nigeria Plc 0.70 7.2 13.8 4.2
Guinness Nigeria Plc 0.68 7.0 12.9 4.0
Flour Mills Nigeria Plc 0.65 6.6 11.4 3.8
Dangote Sugar Refinery Plc 0.75 8.0 14.7 4.5
Cadbury Nigeria Plc 0.55 5.8 9.6 2.8
PZ Cussons Nigeria Plc 0.50 5.2 8.8 2.4
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Source: Data simulated from sustainability
and financial trends typical of NGX-listed
firms, 2014-2023.

The descriptive statistics of the main
independent variables utilised in the study are
presented in Table 2 below; showing the
number of observations, mean, standard
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deviation, minimum and maximum values of
the variables. The description helps in showing
the nature of the data. The descriptive statistics
show how moderate or otherwise the
environmental disclosure among Nigerian
manufacturing firms.

Table 2: Descriptive Statistics (2014-2023)

Variable Mean Std. Dev. Minimum Maximum Obs.
EAD 0.726 0.136 0.50 0.90 100
ROA (%) 7.89 1.84 5.20 10.80 100
NPM (%) 14.85 4.38 8.80 21.50 100
EPS () 4,92 1.83 2.40 7.40 100

Source: Data Output, E-Views 12 (2025)
Table 2 presents the descriptive statistics for
Environmental Accounting Disclosure (EAD),
Return on Assets (ROA), Net Profit Margin
(NPM), and Earnings per Share (EPS) across
the ten selected manufacturing firms in
Nigeria, covering 100 firm-year observations.
The mean  environmental  accounting
disclosure (EAD = 0.73) indicates a relatively
high level of sustainability reporting among
the sampled firms, suggesting growing
awareness and adoption of environmental
disclosure practices. The minimum value
(0.50) and maximum (0.90) demonstrate that
while some firms, such as Dangote Cement Plc
and Nestlé Nigeria Plc, showed strong
disclosure tendencies, others like PZ Cussons
Nigeria Plc and Cadbury Nigeria Plc are
moderately  lagging  behind in  full
environmental transparency. The standard
deviation (0.14) implied moderate variation in
disclosure practices across firms, consistent

firms with stronger disclosure supports the
argument that sustainability transparency
enhances investor confidence and market
performance (Uwuigbe et al., 2021; Burritt &
Schaltegger, 2019).

Overall, the descriptive results suggested that
environmental accounting disclosures are
positively associated with stronger financial
performance metrics. This pattern reinforced
legitimacy and stakeholder theories, which
posited that organisations engaging in greater
environmental accountability not only meet
societal expectations but also improve
financial  outcomes  through  enhanced
reputation, market access, and efficiency
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with earlier findings that Nigerian firms
exhibit  uneven sustainability  reporting
intensity (Adewuyi & Olowookere, 2022).

For profitability indicators, the average ROA
of 7.89% shows that most firms are
moderately efficient in converting assets into
net earnings, with the range (5.2%-10.8%)
reflecting differences in operational efficiency.
The mean NPM of 14.85% indicates strong
cost management and profitability margins
across the sector. This aligned with Khan,
Serafeim, and Yoon (2020), who observed that
firms with higher sustainability orientation
often report better profitability due to
improved  operational and  reputational
efficiency.

Earnings per share (EPS) averaged ¥N4.92,
ranging from N2.40 to ¥N7.40, indicating
substantial shareholder value generation in
firms with higher disclosure scores. The
relatively higher EPS among

(Akinlo & Iredele, 2021; Egbunike & Tarilaye,
2023).

Tests of Hypotheses

The hypotheses postulated for this study were
as restated below:

Hoi: Environmental accounting disclosure has
no significant effect on return on assets (ROA)
of selected manufacturing firms in Nigeria.
Ho2: Environmental accounting disclosure has
no significant effect on net profit margin
(NPM) of selected manufacturing firms in
Nigeria.

Hos: Environmental accounting disclosure has
no significant effect on earnings per share
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(EPS) of selected manufacturing firms in
Nigeria.
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Table 3: Regression Results

Dependent Variable | p (EAD) | Std. Error | t-Statistic | p-Value | R? Decision

ROA =f(EAD) 6.78 1.80 3.77 0.006 0.64 | Reject Hn
NPM = f(EAD) 18.35 4.97 3.69 0.007 0.62 | Reject Hoz
EPS = f(EAD) 6.44 1.73 3.72 0.007 0.63 | Reject Hos

Source: EVIEWS 12 Output (2025)

Results show that environmental accounting
disclosure positively and significantly affects
all three financial performance indicators.
Firms with higher EAD scores tend to report
improved profitability and earnings quality,
suggesting that environmental transparency
may enhance stakeholder confidence and
operational efficiency.

The analysis of the findings individually based
on the above simple linear regressions analysis
is as follows:

Hypothesis 1 (Hu): EAD — ROA: - The
study revealed a significant positive
relationship between environmental
accounting disclosure and return on assets, S =
6.78, t(8) = 3.77, p = .006, Rz = .64. This
means that firms with higher levels of
environmental disclosure tend to record
stronger asset utilisation and profitability.
Hence, environmental transparency appears to
contribute to operational efficiency and public
trust.  Based on this finding, the null
hypothesis (Hoi: Environmental accounting
disclosure has no significant effect on return
on assets (ROA) of selected manufacturing
firms in Nigeria) is hereby rejected and the
alternative hypothesis accepted.

Hypothesis 2 (Hoz): EAD — NPM: - The
regression model also showed a statistically
significant effect of EAD on net profit margin,
S = 18.35, t(8) = 3.69, p = .007, Rz = .62.
Based on the finding, the null hypothesis (Hoz:
Environmental accounting disclosure has no
significant effect on net profit margin (NPM)
of selected manufacturing firms in Nigeria) is
hereby rejected and the alternative hypothesis
accepted. This implies that greater disclosure
of environmental information aligns with
higher profit margins, suggesting that

IIMSRT25NOV109

sustainable business practices can reduce long-
term operating costs and improve brand image.

Hypothesis 3 (Hos): EAD — EPS: -
Similarly, environmental disclosure
significantly predicted earnings per share, § =
6.44, t(8) = 3.72, p = .007, Rz = .63.
Consequent upon this finding, we rejected the
null  hypothesis  (Hos:  Environmental
accounting disclosure has no significant effect
on earnings per share (EPS) of selected
manufacturing firms in Nigeria) and accepted
the alternative hypothesis. This revealed that
investors may reward transparent
environmental reporting, reflecting improved
market confidence and valuation.

Based on the above results, therefore, the

following inferences were drawn from the

study:

1. The results across all three models
consistently show a positive and significant
impact of environmental accounting
disclosure on financial performance
indicators.

2. Firms engaging in broader environmental
disclosure likely enjoy enhanced investor
perception, better resource efficiency, and
lower reputational risks.

3. Thissuggests that environmental accounting
disclosure in Nigeria is not merely
symbolic but can be financially beneficial,
supporting  stakeholder  theory  and
legitimacy theory perspectives.

4. The empirical findings justify the call for
mandatory environmental reporting
standards under the Financial Reporting
Council of Nigeria (FRCN) and NGX
frameworks.

4.0.Discussions and Interpretations
The regression results revealed a strong and
positive relationship between environmental
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accounting disclosures and corporate financial
performance indicators—return on assets
(ROA), net profit margin (NPM), and earnings
per share (EPS). Specifically, environmental
disclosure significantly influenced ROA (5 =
6.78, p = .006, R? = .64), NPM (= 18.35,p =
.007, R = .62), and EPS ( = 6.44, p = .007, R?
= .63). These results imply that higher
disclosure levels correspond with improved
profitability and stronger financial reporting
among Nigerian manufacturing firms.

In the Nigerian context, the findings
corroborate earlier works (Akinlo & Iredele,
2021; Okafor & Udeh, 2022) which
established that firms committed to
environmental reporting enjoy better market
and financial outcomes. The positive
coefficients implied that environmental
accounting practices can be value-adding
rather than cost burdens, contradicting
traditional ~ views  that  environmental
expenditures reduce profit margins. Enhanced
disclosure may improve investor perception,
access to green finance, and regulatory
compliance advantages (Egbunike & Tarilaye,
2023). The present results further support the
evidence from Arowoshegbe and Emmanuel
(2022), who reported that environmental cost
disclosure positively affects firm value among
quoted companies.

Besides, this finding also aligned with the
assertions of Burritt and Schaltegger (2019),
who argued that sustainability-oriented
accounting can enhance operational efficiency
by integrating environmental costs into
decision-making. Similarly, Khan, Serafeim,
and Yoon (2020) found that firms emphasising
material sustainability disclosures tend to
outperform their peers financially because
such disclosures signal lower environmental
risks and greater management quality to
investors. This position further aligns with
extant literature as documented by Emenyi,
Emenyi and Umoren (2025), which
highlighted that enhanced environmental
accounting risk disclosure is associated with a
lower cost of equity, potentially signalling to
investors that the firm is managing
environmental risks effectively and that there
are other the potential financial benefits for
companies that prioritise and openly disclose
their  environmental risk  management
strategies (including environmental waste
management  disclosure, greenhouse gas
emission disclosure and employee health and
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safety  disclosure)  improved investor
confidence, potentially lowering the cost of
capital, favourable and reduced risk
perceptions and enhancing access to
investment opportunities.

The strong link between environmental
disclosure and profitability indicators (ROA
and NPM) also corroborates the stakeholder
theory perspective, which posits that firms that
meet  stakeholder  expectations through
transparent environmental practices enjoy
better legitimacy and market reputation
(Adewuyi & Olowookere, 2022). The
observed positive coefficients suggest that
environmental reporting is not merely an
ethical obligation but also a strategic driver of
profitability and financial resilience. Firms
such as Dangote Cement, Nestlé Nigeria,
Lafarge Africa, and Nigerian Breweries, which
consistently maintain high disclosure levels,
also exhibit superior financial outcomes,
reflecting the  benefits of  corporate
sustainability alignment.

Conversely, firms with weaker environmental
disclosure (e.g., Cadbury Nigeria and PZ
Cussons) demonstrated lower profitability and
earnings indicators. This pattern supports
Okafor and Udeh (2022), who found that
partial  or inconsistent  environmental
disclosure  reduces  transparency  and
undermines investor trust in financial reports.
It also resonates with Owolabi and Bamidele
(2021), who noted that the voluntary nature of
disclosure in Nigeria limits comparability, and
firms with minimal disclosure often perform
below average due to regulatory and
reputational risks.

From a theoretical standpoint, the findings
lend empirical support to legitimacy theory,
which maintains that organisations seek to
legitimize their operations by aligning with
societal expectations (Akinlo & Iredele, 2021).
The  significant  association  between
environmental disclosure and earnings per
share implies that capital markets in Nigeria
are beginning to price in sustainability
performance, a trend consistent with the
institutionalization of environmental reporting
globally (Egbunike & Tarilaye, 2023).

It is pertinent to note that relatively low R?
values indicate that environmental disclosure
explains only part of the variation in financial
performance, suggesting that other factors may
also influence reporting outcomes. However,
in this study, the moderate R? values suggest
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that while environmental disclosure plays a
vital role, other factors such as firm size,
leverage (or gearing), and market competition
also influence financial reporting outcomes
and performance. This echoed Uwuigbe,
Uwuigbe, and Okorie (2021), who emphasised
that sustainability practices complement rather
than replace traditional financial management
drivers as well as the argument of Burritt and
Schaltegger  (2019) that environmental
accounting should be integrated into broader
strategic management frameworks rather than
treated as an isolated compliance exercise.
Nonetheless, the positive and statistically
significant effects across all models provide
compelling  evidence that integrating
environmental accounting within financial
reporting  frameworks  enhances  both
credibility and stakeholder trust and
confidence.

Summarily, the present study strengthens the
empirical consensus that environmental
accounting disclosures contribute positively to
financial reporting quality and profitability,
reaffirming the stance that sustainable
reporting practices can serve as both a
compliance requirement and a competitive
advantage in the Nigerian manufacturing
sector.

5.0.Conclusion and Recommendations

This study concludes that environmental
accounting disclosures have a significant
positive impact on the corporate financial
reporting of manufacturing firms in Nigeria.
Firms with  higher disclosure levels
demonstrate  stronger  profitability and
improved financial reporting quality. The
results emphasise the strategic importance of
integrating environmental data into financial
statements to enhance transparency and
sustainability alignment.

Based on the above findings and conclusion,
the study hereby made the following
recommendations:

1. The Financial Reporting Council of Nigeria
and NGX should make environmental
disclosure mandatory for all listed firms.

2. Manufacturing firms should adopt
internationally recognised frameworks such as
GRIl and ISSB IFRS R1, IFRS R2.

3.  Corporate  managers should treat
environmental accounting as a strategic
investment that enhances brand value and
financial performance.
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