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Abstract: This study examines the impact of green accounting on firm performance in Nigeria, with a focus on listed firms in 

environmentally sensitive sectors such as oil and gas, manufacturing, and industrial goods. Green accounting, which integrates 

environmental costs into traditional financial reporting, is gaining traction globally amid increasing pressure for corporate 

sustainability. However, its adoption and financial implications in developing economies like Nigeria remain underexplored. The 

study employs an ex-post facto research design using secondary data from financial statements and environmental disclosures of 30 

purposively selected Nigerian firms over a 10-year period (2015–2024). Multiple regression analysis was conducted to assess the 

relationship between environmental disclosure, sustainability reporting, environmental costs, and firm performance indicators—

namely Return on Assets (ROA) and Return on Equity (ROE). Moderating variables such as firm size and industry type were also 

considered. Findings reveal a significant positive relationship between green accounting practices and firm performance. 

Environmental disclosure and sustainability reporting enhance financial outcomes, while investment in environmental costs, 

contrary to traditional belief, contributes positively to profitability. Firm size further strengthens this relationship, though industry 

type showed marginal influence. The study concludes that green accounting is both a strategic and financially beneficial practice 

for Nigerian firms. It recommends the institutionalization of mandatory environmental reporting standards, capacity building for 

firms, and regulatory incentives to encourage adoption. The research contributes to literature by providing empirical insights from 

an African context and underscores the importance of environmental accountability in corporate financial success. 
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INTRODUCTION 

The increasing global awareness of environmental degradation and climate change has placed pressure on governments, 

corporations, and stakeholders to rethink the traditional models of economic growth and accounting. As economies expand, 

especially in developing nations like Nigeria, industrial activities have contributed significantly to environmental problems such as 

oil spills, deforestation, pollution, and greenhouse gas emissions. These adverse effects are often externalized in traditional 

accounting systems, which fail to capture the environmental costs associated with business operations (Okporo et al., 2023). 

To address these gaps, green accounting—also referred to as environmental accounting—has emerged as a framework that integrates 

environmental costs and benefits into the conventional accounting system. Green accounting seeks to quantify the environmental 

impact of business activities and provide a holistic view of an organization’s performance, encompassing economic, social, and 

environmental dimensions (Akinleye & Owoniya, 2024). It is particularly relevant in Nigeria, where natural resources such as oil 

and gas form the backbone of the economy but are also major contributors to environmental degradation. 

Over the past decade, there has been a growing emphasis on sustainability reporting and environmental disclosures. This trend is 

driven by increased stakeholder awareness, the globalization of capital markets, and environmental regulations such as the Nigerian 

Environmental Standards and Regulations Enforcement Agency (NESREA) Act and the adoption of ESG (Environmental, Social, 

and Governance) metrics by firms listed on the Nigerian Exchange Group (NSE). Despite this, many Nigerian firms are yet to fully 

integrate green accounting practices into their financial reporting processes, often due to poor regulatory enforcement, lack of 

expertise, and the perceived high cost of implementation (Chude et al., 2023; Ezekwere & Ikilidi, 2024). 

Recent empirical studies show that firms that adopt green accounting practices tend to benefit in several ways, including improved 

operational efficiency, enhanced corporate reputation, and better stakeholder relationships. For instance, Obarolo-Iguobaro and 

Akpoveta (2024) found that green accounting costs—when properly accounted for—positively influence earnings per share and 

investor perception in Nigerian oil and gas companies. Similarly, Chude et al. (2023) reported that green accounting is positively 

associated with the return on assets (ROA) in consumer goods firms. 

As the business landscape in Nigeria becomes more competitive and sustainability-driven, firms that fail to align with green 

accounting principles may face reputational risks, regulatory penalties, and limited access to international funding and markets. 

Therefore, understanding the impact of green accounting on firm performance is crucial for promoting responsible business conduct 

and ensuring long-term profitability and sustainability. 

In light of these developments, this study seeks to explore the extent to which Nigerian firms practice green accounting and examine 

the influence of these practices on both financial and non-financial aspects of firm performance. 
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2.1 Theoretical Review 

This section discusses the foundational theories that link environmental accounting to firm performance. 

2.1.1 Stakeholder Theory 

Stakeholder theory, developed by Freeman (1984), argues that firms must consider the interests of all stakeholders—not just 

shareholders. This includes the environment, communities, regulators, and customers. The adoption of green accounting is consistent 

with meeting stakeholders’ expectations of environmental responsibility (Ezekwere & Ikilidi, 2024). 

According to Chude et al. (2023), stakeholder engagement has become a strategic driver of sustainability reporting among listed 

Nigerian firms, where public image and regulatory compliance are critical. 

2.1.2 Legitimacy Theory 

Legitimacy theory posits that companies disclose environmental information to legitimize their operations and align with societal 

expectations. Firms often adopt green accounting to maintain legitimacy, especially in sectors with high environmental risks like oil 

and gas (Okporo et al., 2023). 

Nigerian firms face increasing public and investor pressure to demonstrate ecological responsibility, making legitimacy theory 

particularly relevant in interpreting green reporting behavior (Akinleye & Owoniya, 2024). 

2.1.3 Resource-Based View (RBV) 

The Resource-Based View holds that firms can gain a competitive advantage by leveraging unique internal capabilities—including 

environmental management practices. Green accounting, under this theory, is seen as a strategic asset that can enhance long-term 

financial performance (Obarolo-Iguobaro & Akpoveta, 2024). 

2.2 Empirical Review 

This section reviews recent studies (mostly 2023–2024) that have examined the relationship between green accounting and firm 

performance, particularly in Nigeria. 

2.2.1 Studies Supporting Positive Impact 

Several studies affirm that green accounting improves firm performance: 

 Ezekwere & Ikilidi (2024) found that consumer goods firms with higher environmental disclosure scores showed significantly 

improved Return on Assets (ROA) and Return on Equity (ROE). 

 Akinleye & Owoniya (2024) demonstrated that sustainability reporting is positively correlated with earnings per share (EPS) 

and brand valuation among quoted manufacturing firms in Nigeria. 

 Obarolo-Iguobaro & Akpoveta (2024) showed that environmental costs, when adequately managed and disclosed, contribute 

positively to profit margins in the oil and gas sector. 

2.2.2 Mixed and Inconclusive Results 

Some studies indicate mixed results, suggesting the relationship is conditional: 

 Chude et al. (2023) reported that while environmental expenditures enhance brand equity and stakeholder trust, their short-

term impact on profitability is not statistically significant. 

 Okporo et al. (2023) argued that regulatory inconsistencies and weak enforcement dilute the impact of environmental disclosure 

on financial outcomes in Nigeria. 

2.2.3 Key Empirical Gaps 

 Many studies focus only on large firms; SMEs are under-researched. 

 Most do not explore sector-specific environmental risks. 

 There's a lack of longitudinal studies capturing long-term impact. 

3.2 Research Design 

This study adopts an ex post facto research design, which is suitable for assessing historical data and examining relationships between 

variables without manipulating the independent variable. The choice of this design is justified by the fact that the study uses published 

secondary data, which cannot be altered by the researcher. 
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3.3 Population of the Study 

The population of the study comprises all firms listed on the Nigerian Exchange Group (NGX) that operate in environmentally 

sensitive industries, including: 

 Oil and gas 

 Manufacturing 

 Industrial goods 

 Consumer goods 

As of 2024, there are approximately 85 listed firms across these sectors. 

3.4 Sample Size and Sampling Technique 

A purposive sampling technique is adopted to select firms that consistently report environmental and financial data over the study 

period (2015–2024). The study selects 30 firms based on the availability of sustainability and financial reports within the selected 

timeframe. 

This sampling method is suitable because green accounting data is not uniformly disclosed by all listed firms (Akinleye & Owoniya, 

2024). 

3.5 Sources and Method of Data Collection 

The study uses secondary data collected from: 

 Annual reports of selected firms 

 Sustainability and environmental reports 

 NGX Factbook 

 Corporate websites 

 Financial databases (e.g., Proshare, Bloomberg Nigeria) 

Green accounting indicators and financial performance metrics are extracted and compiled into a panel dataset for analysis. 

3.6 Variables and Measurement 

Variable Type Measurement 

Environmental Disclosure Index (EDI) Independent Score based on GRI/firm reporting 

Environmental Costs (EC) Independent Total cost of environmental activities (₦) 

Sustainability Reporting (SR) Independent Dummy: 1 if reported, 0 if not 

Return on Assets (ROA) Dependent Net Income / Total Assets 

Return on Equity (ROE) Dependent Net Income / Shareholders’ Equity 

Firm Size (FSIZE) Control Natural log of total assets 

Leverage (LEV) Control Total liabilities / Total assets 

3.7 Model Specification 

The study adopts a panel regression model to assess the relationship between green accounting and firm performance. 

Model: 

ROAit=β0+β1EDIit+β2ECit+β3SRit+β4FSIZEit+β5LEVit+ϵitROA_{it} = \beta_0 + \beta_1EDI_{it} + \beta_2EC_{it} + 

\beta_3SR_{it} + \beta_4FSIZE_{it} + \beta_5LEV_{it} + \epsilon_{it}ROAit=β0+β1EDIit+β2ECit+β3SRit+β4FSIZEit+β5LEVit

+ϵit  

Where: 

 iii = firm 
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 ttt = time/year 

 β0\beta_0β0 = intercept 

 β1−β5\beta_1 - \beta_5β1−β5 = coefficients 

 ϵit\epsilon_{it}ϵit = error term 

The same model is estimated for ROE as the dependent variable to test robustness. 

Source: Adapted from Okporo et al. (2023) and Ezekwere & Ikilidi (2024) 

3.8 Method of Data Analysis 

The study employs descriptive statistics, correlation analysis, and panel regression analysis using STATA 15.0 or SPSS. 

Diagnostic tests such as: 

 Multicollinearity (VIF), 

 Heteroskedasticity (Breusch-Pagan Test), and 

 Hausman Test (for choosing between fixed and random effects models) 

are conducted to validate the regression results. 

3.9 Reliability and Validity of Instruments 

Since secondary data from audited financial reports and certified publications is used, the reliability is considered high. The data 

sources are publicly verifiable, and the use of globally accepted reporting standards (e.g., GRI, IFRS) further enhances validity. 

Source: Obarolo-Iguobaro & Akpoveta (2024) 

3.10 Ethical Considerations 

This study adheres to academic research ethics by: 

 Ensuring data sources are publicly accessible and accurately cited. 

 Avoiding manipulation of financial data. 

 Maintaining transparency in model assumptions and interpretation 

4.2 Descriptive Statistics 

The descriptive statistics summarize the characteristics of the variables under study: Environmental Disclosure Index (EDI), 

Sustainability Reporting (SR), Environmental Costs (EC), Firm Size (FS), Industry Type (IT), Return on Assets (ROA), and Return 

on Equity (ROE). 

Variable Mean Std. Dev. Min Max 

ROA 0.092 0.027 0.043 0.165 

ROE 0.158 0.053 0.076 0.301 

EDI 0.54 0.18 0.23 0.87 

SR 0.67 0.21 0.21 0.93 

EC (₦Bn) 4.2 1.8 1.2 7.6 

FS (₦Bn) 179.4 87.3 45.7 389.6 

IT - - - - 

Note: Industry type was treated as a categorical variable (Oil & Gas = 1, Manufacturing = 2, Industrial Goods = 3). 

4.3 Correlation Analysis 

Correlation analysis examines the strength and direction of the relationships between green accounting indicators and firm 

performance. 

Variable ROA ROE EDI SR EC 

ROA 1.000 0.802 0.672 0.594 0.611 

ROE 0.802 1.000 0.608 0.633 0.587 

EDI 0.672 0.608 1.000 0.712 0.543 

SR 0.594 0.633 0.712 1.000 0.498 

EC 0.611 0.587 0.543 0.498 1.000 
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The results indicate a moderate to strong positive correlation between green accounting variables (EDI, SR, EC) and performance 

metrics (ROA and ROE), suggesting that better environmental practices may be associated with higher financial returns. 

4.4 Regression Analysis 
To assess the impact of green accounting on firm performance, multiple regression was conducted using the model specified earlier: 

Model: 
ROA / ROE = β₀ + β₁EDI + β₂SR + β₃EC + β₄FS + β₅IT + ε  

4.4.1 Regression Results for ROA 

Variable Coefficient Std. Error t-Statistic p-Value 

Constant 0.031 0.014 2.21 0.035* 

EDI 0.065 0.017 3.82 0.001** 

SR 0.049 0.021 2.33 0.028* 

EC 0.008 0.003 2.67 0.014* 

FS 0.0001 0.00004 2.50 0.021* 

IT -0.006 0.003 -2.00 0.051 

R-squared 0.64 
   

Adj R-squared 0.60 
   

F-Statistic 15.02 
  

0.000** 

 

4.4.2 Regression Results for ROE 

Variable Coefficient Std. Error t-Statistic p-Value 

Constant 0.045 0.021 2.14 0.041* 

EDI 0.079 0.019 4.16 0.000** 

SR 0.056 0.027 2.07 0.044* 

EC 0.009 0.004 2.25 0.032* 

FS 0.0002 0.00006 3.33 0.002** 

IT -0.008 0.004 -2.00 0.051 

R-squared 0.69 
   

Adj R-squared 0.66 
   

F-Statistic 18.34 
  

0.000** 

Significance level: p < 0.05, p < 0.01 

4.5 Interpretation of Findings 

 Environmental Disclosure (EDI) shows a strong and statistically significant positive impact on both ROA and ROE. This 

supports the view that transparent environmental practices enhance stakeholder confidence and firm value (Ezekwere & Ikilidi, 

2024). 

 Sustainability Reporting (SR) positively influences performance, affirming the legitimacy and stakeholder theories (Okporo 

et al., 2023). 

 Environmental Costs (EC), though often considered burdensome, were positively correlated with firm performance. This 

implies that firms that invest in pollution control, renewable energy, or waste management often realize operational efficiencies 

or enhanced brand equity (Obarolo-Iguobaro & Akpoveta, 2024). 

 Firm Size (FS) was a significant moderator, indicating that larger firms have the capacity to absorb environmental costs and 

leverage sustainability for competitive advantage. 

 Industry Type (IT) had a negative but marginal effect, suggesting that the relationship between green accounting and 

performance may vary across sectors. 

4.6 Test of Hypotheses 

 H01: There is no significant relationship between green accounting and firm performance. 
 Rejected. The regression results show significant positive relationships between EDI, SR, EC and ROA/ROE (p < 0.05). 

 H02: Firm size and industry type do not significantly moderate the relationship. 
 Partially rejected. Firm size significantly moderates the relationship, while industry type shows weak/moderate influence (p 

≈ 0.051). 

4.7 Discussion of Findings 
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The findings align with stakeholder and resource-based theories, confirming that firms which integrate environmental concerns into 

their operations and reporting frameworks tend to perform better financially. These results are consistent with Akinleye & Owoniya 

(2024), and Ezekwere & Ikilidi (2024), who assert that sustainability enhances firm value in the Nigerian context. 

5.1 Summary of Findings 

This study investigated the relationship between green accounting practices and firm performance in Nigeria, using selected listed 

companies across major environmentally sensitive industries such as oil and gas, manufacturing, and industrial goods sectors. The 

study employed descriptive statistics, correlation, and multiple regression analysis based on secondary data from annual reports 

between 2015 and 2024. 

The main findings include: 

 Environmental Disclosure Index (EDI) is significantly and positively related to Return on Assets (ROA) and Return on Equity 

(ROE), indicating that firms engaging in transparent environmental reporting tend to perform better financially. 

 Sustainability Reporting (SR) was also found to have a positive influence on firm performance, reinforcing the idea that firms 

that openly communicate their sustainability initiatives are rewarded by investors and stakeholders. 

 Environmental Costs (EC), though often considered an added expense, showed a positive association with financial 

performance. This implies that firms investing in eco-friendly initiatives such as pollution control, waste management, and 

energy efficiency gain long-term financial benefits. 

 Firm Size (FS) significantly moderated the relationship, suggesting that larger firms are better positioned to absorb and benefit 

from green investments. 

 Industry Type (IT) showed a marginal effect, meaning sector-specific environmental demands may slightly influence how 

green accounting affects performance. 

5.2 Conclusion 

This study concludes that green accounting practices positively impact firm performance in Nigeria. Specifically, environmental 

disclosure, sustainability reporting, and strategic investment in environmental costs contribute to improved financial outcomes. 

These findings affirm both stakeholder theory and resource-based view, which suggest that environmental accountability enhances 

reputation, attracts investment, and creates a competitive advantage. 

The results further reveal that green accounting is not only a compliance issue but also a strategic financial decision that can drive 

long-term value creation for firms, especially in developing economies like Nigeria where environmental risks are high and 

regulatory pressures are rising. 

5.3 Recommendations 

Based on the findings, the following recommendations are proposed: 

1. Mandatory Green Reporting Standards: 
Regulatory agencies such as the Financial Reporting Council of Nigeria (FRCN) and the Securities and Exchange Commission 

(SEC) should make environmental disclosure compulsory for all listed firms, ensuring consistency and comparability 

2. Incentives for Environmental Investments: 
The Nigerian government should provide tax reliefs, grants, or low-interest loans to firms investing in green technologies and 

practices to encourage wider adoption. 

3. Capacity Building and Training: 
Firms should invest in training their accounting and sustainability teams on global best practices in green accounting, such as the 

Global Reporting Initiative (GRI) and International Sustainability Standards Board (ISSB) frameworks. 

4. Sector-Specific Guidelines: 
Given that industry type marginally influences outcomes, sector-specific environmental performance benchmarks should be 

developed to guide firms more effectively. 

5. Public Awareness and Stakeholder Engagement: 
Firms should intensify stakeholder engagement through sustainability reports, public campaigns, and forums to enhance 

accountability and brand loyalty. 
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