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Abstract
The research looks at how company variables, such as size, leverage, and profitability, affect
sustainability reporting in Nigeria. The study used an ex-post design and the sample included 15
publicly traded manufacturing enterprises in Nigeria. These companies were chosen because they have
the potential to be environmentally conscious. The study covers a period of five years, from 2016 to
2020. Thus, because econometric modelling of bounded dependent variables reveals the limitations of
linear estimation, the researchers employed the generalized least-squares approach to estimate the panel
data first, followed by fractional regression. To correct for potential non-uniform variation in the
estimation, the white-adjusted standard error was utilized, resulting in an estimation result with no nonuniform variance. In terms of panel duration and cross-section, the estimations were found to be free of
non-uniform variance. To confirm the probability of continuous error correlation, the research utilized
the Peselan interdependence test. As shown in the results, the residuals are cross-section independent.
According to the coefficient values, the only variable that has a positive and significant impact on
sustainability reporting is firm size. The report advises relevant government agencies to introduce
sustainability tax incentives as it may enhance sustainability reporting practices in the country.
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1. Introduction
Since the creation of the United Nations Charter on the Environment, initiatives to assure
sustainability have gained global prominence as a means of simultaneously addressing global
concerns for the benefit of present and future generations. Firms are increasingly expected to
demonstrate their concern for a sustainable world by 2030. Organizational concerns and
environmental efforts are what many advocates call "corporate sustainability reporting"
(CSR), also known as "the triple bottom line" (TBL), which combines environmental, social,
and economic bottom lines. Corporate sustainability reporting has gained dramatically in
popularity during the last ten years, particularly in industrialized countries. Most
underdeveloped countries, on the other hand, are scarcely able to provide complete CSR
data, let alone build a broader framework and initiatives. for sustainability reporting. The
TBL idea is likely the most well-known paradigm for measuring business sustainability. The
modern practice of sustainability reporting arose from the Triple Bottom Line concept.
The spread and practice of CSR have not been uniformed across sectors on a worldwide
scale. Those that first adopted the approach tended to have a disproportionate representation
of industries that are normally believed to have the greatest impact on society and the
environment. As the practice grew in popularity, sectors that had previously avoided
publishing sustainability reports began to do so. Firms have a lot of discretion in selecting
whether and how to account for the costs and benefits associated with their business
operations because CSR is voluntary and controllable. From an accounting aspect, CSR is a
tool for reporting and interacting with stakeholders, and it is frequently included in annual
reports and other publications. Despite the benefits associated with CSR, corporate entities in
Nigeria are still left behind, though there are studies on the subject matter. The few available
studies on CSR in the Nigerian context are largely focused on the disclosure level. This
study, therefore, investigated the possible factors and company characteristics that account
for the level of sustainability reporting in Nigeria. To achieve this broad objective, the
researchers hypothesized that:
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H01: Firm size has no significant influence on CSR in
Nigeria.
H02: Leverage has no significant influence on CSR in
Nigeria.
H03: Profitability has no significant influence on CSR in
Nigeria.
2. Conceptual Clarification
This section defined relevant and related concepts on
corporate characteristics and corporate sustainability
reporting.
2.1 Sustainability Reporting (SR)
Sustainability reporting (SR), unlike financial reporting, is a
relatively new idea. Sustainability reporting is a systematic
tool for compiling and presenting non-financial data for use
in the management process and stakeholders’ decisions
(Abdulrahaman et al., 2022). Abdullahi and Babangida
(2021) [1, 2] define SR, or "triple-bottom-line reporting," as a
mechanism for evaluating and disclosing a firm's
performance to meet "social, economic, and environmental"
parameters. However, in a broader sense, SR encompasses
all of the values, issues, and procedures that organizations
are required to address and reduce the negative impacts
linked with their activities and thus provide better service.
According to Abdulsalam and Babangida (2020) [3, 4],
corporate sustainability reporting practices (CSRP) entail
pursuing organizational objectives of multifarious
stakeholders while ensuring that they will be able to meet
those demands in the future. This type of reporting is called
"sustainability reporting," and it looks at how a company is
doing "economic, social, and environmental performance,"
as well as how it is doing financially (GRI, 2018) [28].
CSRP is defined by the Global Reporting Initiative (GRI), a
well-known organization on the subject of sustainability, as
participation in assessing, disclosing, and being accountable
to multifarious stakeholders for the business's overall health
and general performance. CSRP assesses, describes, and
discloses the economic, environmental, and social
performance of an organization (ACCA, 2005). Other terms
for CSRP are Corporate Social Responsibility (CSR) and
Triple Bottom Line (TBL) (Christensen, et al., 2007), in
which the value created by a company or other organization
is divided into several parts, a form that includes the
creation of social, economic, and environmental value
(Elkington, 2006) [22].
2.2. Company Characteristics and Sustainability
Reporting
This section discussed different company characteristics and
their relationship with CSRP.
2.2.1. Company Size and Sustainability Reporting
Large companies are generally perceived to have higher
social responsibilities. Companies are subject to more public
oversight and are believed to face more legitimate
challenges than small and medium-sized companies
(Abdulsalam et al., 2020) [3, 4]. As big companies do more,
they have a greater impact on society, attracting more
people's attention and putting more pressure on them to
solve sustainability challenges (Patten, 1991). This shows
that large companies face significant risks of public
oversight and may result in a greater impact on the
environmental policies of the overall business environment.

Andreas, Desmiyawati, and Warda (2016) [6] sampled 53
Indonesian firms to investigate how the size of a company
affects SR behaviour. The results show that a firm’s size
exerts a significant impact on CSRP. Obeitoh, et al., (2017)
[44]
investigated the determinants and levels of CSRP in
Malaysian businesses. The survey included 253 Malaysian
companies over the last six years, from 2010 to 2015. A
two-step system of GMM was used for the analysis. This
suggests that the size of the company is a factor in how long
it will last.
Ong, et al., (2016) [46] also carried out a study to investigate
the relationship between environmental disclosure and a
firm’s performance in Malaysia. According to the findings,
large corporations provide more environmental information
and higher-quality disclosures. Li, et al., (2011) [40]
investigated the existing sustainability disclosure methods
and determinants in the global forest business. When
developing sustainability reporting methods in the forest
industry, the results of regression analysis show that the
corporate size has a significant bearing on disclosure. Kuzey
& Uyar (2016) investigated the factors that influence the
CSRP of listed Turkish companies. The findings show that
firm size is a significant driver of CSRP. Large corporations
are thought to have greater social responsibility. Small and
medium-sized businesses are subject to more public
scrutiny and are thought to suffer from more legitimate
issues. They have a bigger impact on society because they
do more, which means they get more attention and put more
pressure on them to do more to be more environmentally
friendly.
2.2.2. Leverage and Sustainability Reporting
To reassure stakeholders, a high-leverage firm prefers to
divulge more information to demonstrate its capacity to
meet its obligations (Ho & Taylor, 2013) [30]. When a firm
has a lot of debt, leverage, or gearing, it's hard for it to
absorb the expenses of SR and the negative effects of
potentially inaccurate information being reported (Stanny &
Ely, 2008). Similarly, prior research indicated a positive
relationship between leverage and the level of voluntary
disclosure. For example, Kilic and Kuzey (2017) [33] look
into the CSRP of Turkish non-financial enterprises from
2004–2015. It was discovered that having a sustainability
committee, the Corporate Governance Index (CGI), and
leverage have little bearing on CSRP.
In the same vein, Akbas (2014) [5] uses 62 non-financial
enterprises to investigate the link between corporate
characteristics and environmental sustainability in Turkish
businesses. listed on the BIST-100 index at the end of 2011.
There is no statistically significant link between
transparency and leverage. In Ghana's Ashanti area, AgyeiMensah (2012) studies the impact of firm-specific variables
such as debt-equity ratio on rural banks' voluntary
disclosure levels. The findings show that the debt-equity
ratio has no bearing on the degree of disclosure.
2.2.3. Corporate Profitability and Sustainability
Sustainability reporting may be used to evaluate a
company's success since prosperous companies may
disclose sustainability data to support their operations.
(Legendre & Coderre, 2013). Profitability (measured by
ROA) is typically assumed in studies to increase a
company's competence and flexibility in bearing SR costs
and dealing with the final result of possibly unfavourable
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information sharing (Kent & Monem, 2008) [32]. Reiner
(2008) used GRI criteria to develop and execute a scoring
methodology to evaluate the quality of German
sustainability reports. An investigation was conducted. On
the DAX30 and MDAX, there are twenty-six reports from
companies. The findings demonstrated a weak positive link
between financial performance and CSRP. Dilling (2010) [17]
examines the size, financial performance, capital structure,
and corporate governance variations between firms that
issue a G3 SR and those that do not. The quantitative and
qualitative variables of 124 G3 and non-G3 reporting
companies from 25 countries were investigated. According
to the data, for enterprises with bigger profit margins,
sustainability reports will be of better quality. The effect of
business characteristics on the extent to which corporate
social responsibility is disclosed in annual reports of
Colombo Stock Exchange-listed banking firms was
explored by Ganewatta and Priyadarshanie (2016) [26]. Data
were collected for four years from 11 banks listed on the
CSE from 2011 to 2014. Profitability has just a minimal
impact on the level of social disclosure.
2.3 Review of Empirical Studies
Olusola, Olayinka, and Ayodele (2021) [45] looked into how
firm profitability and liquidity affect environmental
reporting. The study used an Ex-post Facto and secondary
data was sourced from reports and accounts of the sampled
enterprises. From a total of 67 manufacturing businesses as
of 2018, the Proportional Sampling Technique was used to
choose 23 enterprises. To test the hypothesis, the data was
examined using a regression model. Profit after tax, as a
proxy for profitability, has a significant impact on firms'
SRP, whereas EPS has a positive but minor impact. The
result shows that the liquidity ratio shows that CSRP and the
ratio have a negative and insignificant association. As a
result, measures like profit after tax are relevant when
examining the impact of financial performance drivers on
environmental reporting standards. Companies can
nevertheless promote themselves as environmentally
conscious despite their liquidity and profitability issues.
Manufacturing firms should be more concerned about
environmental sustainability.
Syeda, Ahmad, and Jalila (2020) investigated the
relationship between the attributes of the board and the level
of sustainability performance in the energy sector. Our study
integrates existing knowledge to improve the effectiveness
of the board in implementing sustainable initiatives that
reduce the environmental impact of energy companies'
businesses. Determine the most important factors. Important
qualities stem from the board of directors, which is actively
associated with the company's commitment to minimizing
carbon dioxide emissions in the environment. Based on
extensive literature reviews, it presents a conceptual
framework that quantifies the impact of board qualities on
corporate environmental and social sustainability
performance. The proposed framework serves as the first
step for top management and regulatory agencies to better
understand the balanced board structure that is essential for
a company to achieve social and environmental
sustainability. This study also adds to the growing body of
knowledge about how the Board can play an important role
in overseeing social and environmental concerns.
Muhammad (2020) examined the impact of firm-specific
attributes on the sustainability reporting practices of

industrial goods firms listed on the floor of the Nigerian
Stock Exchange (NSE) Market. A correlational study design
was used in a sample of 11 companies over 9 years (2010–
2018). The study identified a strong positive relationship
between sustainability reporting and business characteristics
in the listed industrial firms in Nigeria using secondary data
and the panel regression data analysis technique. The
findings show that during the study period, firm size and
financial performance have a substantial statistical negative
impact on sustainability reporting, but leverage and growth
have a large statistical positive impact on sustainability
reporting. According to the findings, major companies with
strong financial success are linked to sustainability
performance and practices. To improve sustainable
development practices, the study advised that the boards of
directors and management of listed industrial products
enterprises in Nigeria maintain appropriate profitability and
a strong financial position. The study also suggests that
regulators and policymakers in Nigeria should push
businesses to use sustainable business practices.
The impact of company attributes (firm size, leverage, and
profitability) on CSRP in Nigeria was investigated by
Onyinye, Amakor, and Ifeoma (2019) [49]. The study used an
ex-post design and sampled 35 manufacturing firms. These
businesses were chosen because they have the potential to
be eco-friendly. The study relied on secondary data from
corporate reports of the sampled businesses from 2011 to
2017. Because linear estimating approaches are limited in
econometric modelling of bounded dependent variables, the
data was first estimated using the Generalized Least Squares
and then fractional regression. To account for potential
heteroskedasticity in the estimate, the white-adjusted
standard
error
was
employed,
resulting
in
heteroskedasticity-free estimation results. Panel period and
cross-sectional heteroskedasticity were found to be absent
from the estimates. To rule out the potential for serial
correlation in the errors, the Pesaran cross-dependence test
was employed, and the statistic demonstrates that the
residuals are not cross-section dependent. Firm size is the
only variable that exerts a significant impact on CSRP.
Companies in Nigeria should improve their sustainability
disclosures.
Onyali and Tochukwu (2018) investigated the impact of
firm characteristics on the environmental performance of
Nigerian listed industrial companies. The impact of
company size, profitability, and age on the cost of waste
management of the sampled firms was investigated. An expost-facto design was used, and 11 businesses formed the
sample of the study. Secondary data was acquired from
annual reports and accounts from 2008–2017. The data were
analyzed using the Pearson correlation coefficient and
multivariate regression analysis. At a 5% significance level,
the study's findings showed that company factors (firm size,
profitability, and age) have a significant and beneficial
impact on environmental performance (management costs).
Following this, it was suggested that businesses that make
industrial products should deal with environmental
management concerns in a more environmentally friendly
way to gain an advantage over the competition and improve
the value of their businesses.
2.4 Theoretical Framework
Several major theories were considered in forming the
theoretical framework for this study. These theories include
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institutional theory, legitimacy theory, and stakeholder
theory. The goal is to understand how these basic theories
were used by early scholars to explain the characteristics of
manufacturing firms and the disclosure of sustainability
reports. As a result, this paper will provide a better
theoretical understanding of these theories and will help and
encourage further research on manufacturing company
characteristics and sustainability reporting. This section
analyzes each theory and the relationships between them.
We conclude that the theory of legitimacy is the main theory
used in examining the link between a manufacturing firm's
characteristics and sustainability reporting.

SRit = (Company Characteristics)
SRit = f(SIZE, LEV, ROA )
SRit = (β1FSIZEit, + β2LEVit, +β3ROAit + Uit,)

2.4.1 The Resource-Based View (RBV)
Owing to the broad acceptance of the resource-based
approach in the 1990s, strategy scholars' attention switched
away from sectors and toward firm-specific characteristics
as sources of "sustainable competitive advantage." In the
mid-1980s, Wernerfelt (1984), Rumelt (1984), and Barney
(1986) proposed the resource-based view (RBV), which has
since become a significant approach in interpreting
"sustained competitive advantage." In the early 1990s, the
RBV was initially employed in strategic management
studies. As a result, the study claims that a firm's resources,
such as leverage, size, financial performance, liquidity, and
other resources and assets, can influence whether a company
adopts SR as part of its stewardship strategy or even its
competitive strategy, which is particularly relevant given the
recent emphasis on sustainability investing and the growing
number of investors interested in it. Based on the RBV,
Branco and Rodrigues (2006) explain why businesses
participate in sustainability reporting programs by outlining
the internal and external benefits they gain. This study is
hinged on the RBV theory. The theory claims that the
degree of SR disclosures level is determined by several
internal and external factors, including the firm's features
and structure.

4. Results and Discussion
Statistical tests have been performed on the data, and the
results and explanation of those tests are presented in this
section.

3. Methodology
This study utilized an ex-post causal research design. The
sample includes 15 publicly traded manufacturing
enterprises in Nigeria. These companies were picked for
their potential to be environmentally mindful. The study
analyzed secondary data from corporate reports of the
sampled enterprises from 2016 to 2020. Because linear
estimating approaches are limited in econometric modelling
of bounded dependent variables, the data was first estimated
using the Generalized Least Squares methodology and
fractional regression. Bounded response variables (variables
having values between 0 and 1) have unique distributional
properties and are rarely amenable to linear regression
models. The fractional response model (FRM) was
introduced by Papke and Wooldridge (2008) as a robustness
technique to address potential concerns faced by constrained
dependent variables. In this investigation, both approaches
are used. Before the panel regression, the normality test,
multicollinearity
test,
serial
correlation
test,
heteroskedasticity test, and Ramsey reset test were run.
3.1 Model Specification
The model for the study was adopted from the works of
Obeitoh, et al., (2017) [44] and Ong, et al., (2016) [46], with
the choice of company attributes. As a result, the study's
model is shown below:

(1)
(2)
(3)

Where:
SR = Sustainability Reporting (dichotomous data was used,
which includes the codification of "1" representing
environmental information disclosed and "0" for nondisclosure).
FSIZE = Firm Size (Log of Total Assets).
LEV = (log of total debt/total assets)
ROA = (Log Profit After Tax/Total Asset)

Table 1: Descriptive Statistics
Variables Mean Max. Min.
FSIZE
LEV
ROA
SR

7.039 9.020 5.090
0.255 0.820 0.000
0.147 0.844 0.190
0.597 2.010 0.000

Std.
Jaque
Skewness Kurtosis
Prob.
Dev
bera
0.747 0.157
2.699
4.576
0.101
0.162 -0.699
4.031
72.185 0.000
0.207 1.394
3.837 206.225 0.000
0.218 1.007
7.010 489.129 0.000

Source: STATA Output, (2022).

The mean value of 0.2555 for LEV is reflected in Table 1,
with the highest and lowest percentages being 0.82 and 0%,
as evidenced by the descriptive statistics. The std dev. value
was 0.1616, which indicates the degree to which a
distribution deviates from the mean, and the Jacque Bera
statistics p-value (0.000) confirms the series' normalcy and
the absence of outlier data. ROA has a mean of 0.147, a max
of 0.844, and a low of -0.1900, respectively. The std dev.
value was 0.206, suggesting the degree to which a
distribution deviates from the mean, and the p-value (0.000)
in the Jacque Bera statistics confirms the series' normality
and lack of outlier values. The mean of the SR index is
0.597, which is close to average, indicating that companies
in the sample are performing moderately in terms of SR.
However, tremendous progress may be made along the path,
particularly in terms of disclosure quality, which is
especially important in the environmental context. The
series' normalcy and lack of outlier values are supported by
the standard deviation of 0.218 and the p-value of Jacque
Bera statistics (0.000). The FSIZE indicates that the series
has a mean value of 7.03. The Jacque Bera statistics p-value
(0.000) suggests that outlier values are unlikely to exist.
Table 2: Correlation Matrix of Variables
LEV
ROA
LEV
1.0000
ROA
0.18206
1.0000
FSIZE
-0.1453
-0.101
SR
-0.0118
-0.1348
Source: STATA Output, (2022).

FSIZE

SR

1.0000
0.0301

1.0000

Table 2 depicts the Pearson correlations for the variables,
with the correlations between SR and the other variables of
special importance. Based on the findings, SR has a positive
correlation (r = 0.030) with FSIZE and an inverse
relationship with ROA (r = -0.135) and LEV (r = -0.0118).
On the other hand, correlations alone are insufficient to infer
functional causality between variables.
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Table 3: Variance Inflation Factor Test for Independent Variables
Variables
LEV
ROA
FSIZE
Source: STATA Output, (2022).

VIF
1.708008
3.133199
2.207941

The VIF describes the variance of a coefficient estimate for
a regressor that has been inflated as a result of collinearity
with other regressors. Essentially, VIFs of more than 10 is
considered to be a cause for concern. However, none of the
variables had VIF values greater than 10, indicating that
none of them showed signs of multicollinearity.
Table 4: Regression Results
Variables
C

LEV

ROA

FSIZE

FE
0.4727*
(0.077)
{0.000)
-0.0039
(0.0023)
{0.0998}
-0.0594*
(0.0309)
{0.0454}
-0.0136*
(0.0287)
{0.6352}

RE
0.4981*
(0.1151)
{0.000}
-0.0032
(0.004)
{0.4461}
-0.1573*
(0.0550)
{0.0045}
-0.0415
(0.0550)
{0.4107}

Fractional Reg. Model
1.0028*
(0.1202)
{0.000}
-0.0007
(0.005)
{0.1979}
-0.2750*
(0.064)
{0.000}
-0.0865
(0.0639)
{0.1762}

R2 0.7602 0.0433
Adjusted R2 0.7219 0.0288
Pseudo R2 0.310
F-statistic 19.860 3.156 0.7483
Prob (F-stat) 0.000 0.00 0.0031
Model Diagnostics
Hausman 0.0392
Ramsey Reset test 0.410
Period Hetero.Test 0.81
Cross-section
Hetero.Test 0.431
Pesaran CD for serial
Correlation 0.787
Hosmer-Lemeshow 0.840
Likelihood ratio 36.40
Prob 0.000
Source: STATA Output, (2022).
Table 4 shows the regression results for the impact of
corporate characteristics on SR. The Housman test favoured
FE over RE models because it detects correlations between
the variables, which is a key assumption in the panel model
(Housman, 1998). Thus, the FE statistics are presented.
Therefore, the white-corrected standard errors were utilized
to compensate for the estimate's probable heteroscedasticity,
and the panel period and cross-sectional heteroscedasticity
were found to be absent from the estimates. To rule out the
potential for serial correlation in the errors, the Pesaran
cross-dependence test was employed, and the statistic
demonstrates that the residuals are not cross-section
dependent. The R2 is 0.7602, indicating that the model
accounts for approximately 76.02 percent of the systematic
changes in the dependent variable. The F-stat is 19.860 (pvalue = 0.00), showing that it is not possible to rule out the

notion of a substantial linear connection between the
variables under study. According to the coef. values, LEV
has a negative (-0.0039, p=0.0455) and positive effect on
SR at 10%. FS has a beneficial influence on SR (0.0594,
p=0.0455). ROA also exerted a positive non-beneficial
effect (0.0136, p = 0.6352).
The fractional regression models indicated that the pseudo
R2 value is 0.310, which is frequently lower than that of
linear regression models (Norusis 2005). The F-stat is
0.7483 (p-value = 0.00), which indicates a significant linear
relationship between the variables. Deducing from the
statistics, LEV has a negative (-0.0007) impact on SR, while
albeit is not significant at 5% (p = 0.1979). Furthermore,
FSIZE exerts a positive (=0.2750) and significant (p =
0.000) influence on the CSRP of the sampled companies,
supporting the findings of the FE. ROA has a negative coef.
value of (=-0.0865) and a non-significant effect (p =
0.1762). The likelihood ratio has a p-value of 0.05,
indicating that the independent variables model was more
effective than the null model. The Hosmer–Lemes how the
test has a p-value of 0.679, indicating a strong fit to the data,
and the Hosmer–Lemes how the test has a p-value of 0.679,
indicating a strong fit to the data. Only the size of the
company is considered to have a positive and significant
impact on the overall CSRP of the sampled companies
during the period under investigation. Large organizations
are usually regarded as having a greater sense of social
responsibility and inclination. Large firms are perceived to
be subjected to more public scrutiny and hence face more
genuine issues than smaller corporations. These findings
confirm the findings of Andreas, Desmiyawati, and Warda
(2016) [6], Obeitoh, Ridzwana, and Zaidi (2017) [44], Ong, et
al., (2016), Li, et al., (2011) [40], and Kuzey & Uyar (2016).
5. Conclusion and Recommendation
The study concluded that companies have hastened their
sustainability reporting for a variety of reasons, including
public relations strategy, stakeholder demand, risk
reduction, ethical considerations, and financial possibilities.
Despite this, scholarly research on the phenomenon has
yielded a multitude of hypotheses for the practice's
widespread adoption. On the other hand, this gradual
transition toward sustainability reporting has resulted in a
greater diversity of content and quality in CSRP. Because
the practice is voluntary, companies have a lot of discretion
in selecting if and how they wish to account for the
economic, social, and environmental costs and benefits of
their activities. Owing to the above, the researchers
recommended businesses broaden their reporting beyond
core financial indicators to include other aspects of
economic viability. According to the study, regulatory
authorities might introduce incentives to increase
sustainability reporting. Businesses of a given criterion, for
instance, may be required to enhance their green reporting,
and borrowing capacity within a certain amount may be
required to be complemented by improved information
disclosure, among other things.
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