


EFFECT OF ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG) REPORTING ON FIRM VALUE OF LISTED NON-FINANCIAL COMPANIES IN NIGERIA


Abstract
This study examined the effect of environmental, social, and governance (ESG) reporting on the firm value of listed non-financial companies in Nigeria. The study specifically evaluated whether environmental reporting, social reporting, and governance reporting influence firm value measured by Tobin’s Q. An ex post facto research design was adopted using panel data for 60 listed non-financial companies over the 2016–2025 period, producing 600 firm-year observations. Secondary data were obtained from companies’ annual reports and sustainability-related disclosures, while ESG reporting was measured through a 30-item content-analysis disclosure index comprising 10 environmental, 10 social and 10 governance indicators. Tobin’s Q was employed as a market-based measure of firm value, while firm size and financial leverage were included as control variables. Descriptive statistics, correlation analysis, variance inflation factor tests, and panel specification procedures were used, with the supplied Stata results showing low pairwise correlations among explanatory variables and a mean VIF of approximately 1.00. The regression results indicate that environmental reporting had a positive and significant effect on Tobin’s Q (β = 2.15, p < 0.01), as did social reporting (β = 1.78, p < 0.01), and governance reporting (β = 2.29, p < 0.01). The findings suggest that ESG reporting is strongly reflected in market valuation. The study contributes by disaggregating ESG reporting into its three pillars and examining market-based measures of firm value within Nigeria’s evolving sustainability-reporting environment.
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1. Introduction
At the global level, declining firm value has become a major concern because it can erode shareholders’ wealth, undermine investor confidence, raise the cost of capital, and constrain a company’s ability to attract and retain financial resources. Companies therefore seek to protect and enhance firm value through improved financial performance, effective corporate governance, strategic risk management, innovation, and stronger relationships with investors and other stakeholders. Increasing stakeholder awareness of environmental and social risks has further encouraged companies to demonstrate responsible and sustainable business practices. Consequently, many companies have increasingly adopted Environmental, Social and Governance (ESG) reporting to provide stakeholders with transparent information about their sustainability practices, risk management, and governance quality. ESG reporting may be seen as a potential tool for enhancing firm value by reducing information asymmetry, strengthening corporate reputation, and improving stakeholder trust. Investors, lenders, regulators and other stakeholders increasingly require information about how companies manage ESG issues because such information can affect future cash flows and access to finance. IFRS S1, which is effective for annual reporting periods beginning on or after 1 January 2024, requires entities to disclose sustainability-related risks and opportunities that could reasonably be expected to affect their financial prospects. This development reinforces the growing relevance of sustainability information to financial decision-making (Ezejiofor & Ufot, 2025). The importance of ESG reporting is particularly important in emerging markets, where information asymmetry, institutional weaknesses and evolving sustainability regulation may increase uncertainty for investors. 
In Nigeria, the country's sustainability-reporting architecture is undergoing rapid development. Nigeria has been recognised for its early movement toward International Sustainability Standards Board (ISSB) standards, and the Financial Reporting Council of Nigeria (FRCN) introduced a phased roadmap that initially allowed voluntary adoption before moving toward mandatory implementation. The FRCN subsequently issued an amended roadmap and Sustainability Reporting Guideline 1 in February 2026 to provide additional implementation guidance for IFRS S1 and IFRS S2 (Yahaya, 2026). Despite these developments, empirical evidence on ESG reporting and firm value among listed non-financial companies in Nigeria remains relatively limited. Recent Nigerian studies have examined ESG disclosure and related outcomes among non-financial companies, but the evidence remains insufficient regarding its specific effect on firm value.

Furthermore, most of the studies on the effect ESG reporting and firm value were done in developed countries. For instance,  Gerged et al. (2023), using companies from the United States, Canada, and the United Kingdom, found that ESG transparency did not significantly predict Tobin’s Q, although broader sustainability initiatives were positively associated with firm value. Boulhaga et al. (2023) in France and Gonçalves et al. (2023) across European developed markets reported positive and significant relationships between ESG performance and firm value. In contrast, Nampoothiri et al. (2024), based on listed European companies, found that mandatory sustainability disclosures had no significant overall effect on firm value, while Zureck and Tselekis (2026) similarly reported an insignificant independent effect of ESG transparency on firm value among European companies. These findings suggest that the effect of ESG reporting on Tobin’s Q may depend on the institutional environment, regulatory requirements, industry characteristics, and the quality and credibility of sustainability disclosures.

The central problem addressed in this study is therefore not simply whether ESG reporting matters, but whether its individual dimensions matter differently when firm value is viewed from market perspectives. Many earlier studies such as Desai (2024) and Mutiah and Rusmanto (2024) used an aggregate ESG score, which may hide the distinct economic consequences of environmental, social and governance information on firm value. A company may disclose extensively about governance while reporting relatively little about environmental issues, and an aggregate score would treat these differences as a single construct. By separating ESG reporting into environmental reporting (ER), social reporting (SR) and governance reporting (GR), this study provides more precise evidence about which reporting dimension is associated with firm value. Accordingly, the objective of this study is to examine the effects of environmental, social and governance reporting on the firm value of listed non-financial companies in Nigeria using Tobin’s Q to measure firm value. The study contributes to the literature in three ways. First, it disaggregates ESG reporting into three reporting dimensions rather than relying solely on an aggregate score. Second, it covers a broad group of listed non-financial companies over a ten-year period. Third, it provides evidence relevant to Nigeria's transition toward more structured sustainability reporting and the implementation of ISSB-based requirements.


Research Hypotheses
H01: Environmental reporting has no significant effect on the firm value (Tobin’s Q) of listed non-financial companies in Nigeria.
H02: Social reporting has no significant effect on the firm value (Tobin’s Q) of listed non-financial companies in Nigeria.
H03: Governance reporting has no significant effect on the firm value (Tobin’s Q) of listed non-financial companies in Nigeria.

2. Review of Related Literature and Theoretical Background
2.1 Firm Value
Firm value refers to the market’s assessment of a company’s overall worth and its capacity to create wealth for shareholders, incorporating investors’ expectations about future growth and profitability. Tobin’s Q is a market-based measure of firm value that compares the market value of a company with the replacement cost of its assets, thereby capturing how financial markets value the company relative to the resources employed in generating future returns. It is particularly appropriate for ESG research because, unlike accounting-based measures, Tobin’s Q reflects investors’ expectations and incorporates intangible benefits associated with reputation, sustainability, risk management, and stakeholder relationships (Rahat & Nguyen, 2024). Accordingly, this study measures firm value using Tobin’s Q, calculated as (Market value of equity + Total liabilities) / Total assets, because it provides a forward-looking market-based assessment of how investors perceive the value-creating implications of ESG reporting. This measure is consistent with the approach adopted by Nishitani et al. (2026) and Rahat and Nguyen (2024).

2.2 ESG Reporting
ESG reporting refers to the disclosure of information concerning an organisation’s environmental impacts, social responsibilities and governance structures and practices. Environmental reporting communicates information about matters such as climate risk, greenhouse-gas emissions, energy and water use, waste, pollution, biodiversity and environmental expenditure. Social reporting addresses employees, health and safety, diversity, human rights, communities, customers and supply-chain responsibilities. Governance reporting concerns board structure, independence and diversity, risk management, internal control, ethics, regulatory compliance, shareholder rights and executive remuneration. The three dimensions collectively provide stakeholders with information that complements conventional financial statements (Mutiah & Rusmanto, 2024; Goncalves, 2023).
The GRI Standards provide a widely used framework for sustainability reporting and organize reporting through universal, sector and topic standards. The 2021 Universal Standards emphasize structured disclosure and the use of topic standards according to material topics identified by an organization. Global Reporting Initiative. (2024). In Nigeria, the movement toward IFRS S1 and S2 adds a financial-materiality perspective by requiring sustainability-related information that is useful to providers of capital. The coexistence of impact-oriented and investor-oriented reporting perspectives makes the quality and content of ESG disclosure increasingly relevant to corporate valuation.
Environmental Reporting and Firm Value
Environmental reporting communicates how companies identify, manage, and respond to environmental risks and opportunities, thereby reducing uncertainty about regulatory, climate, and resource-related exposures. It can enhance firm value by strengthening corporate reputation and signalling effective management to investors. However, it may decrease firm value because the substantial costs of environmental programmes may negatively affect investor perceptions when the associated expenditures are not perceived to generate clear financial returns. These evidence are demonstrated by the studies such as Alareeni and Hamdan (2020), who found that environmental disclosure increase frim value among S&P 500 companies. However, Aydogmuş et al. (2022) found that the environmental score did not have a significant relationship with firm value. Dinca et al. (2022) also reported mixed effects across ESG dimensions in the global automotive industry.
Social Reporting and Firm Value
Social reporting reflects a company's relationships with employees, communities, customers, suppliers, and other stakeholders, potentially strengthening trust, reputation, and operational resilience. It may improve firm value by signalling strong human-capital management and responsible stakeholder engagement. However, it may decrease firm value because social expenditures may be perceived as immediate costs by short-term-oriented investors. These results are proved by studies such as Aydogmuş et al. (2022), who reported that social reporting enhanced firm value, while Dinca et al. (2022) found mixed effects. 
Governance Reporting and Firm Value
Governance reporting discloses the mechanisms through which a company is directed and controlled, including board structure, risk management, internal controls, ethical conduct, shareholder rights, and executive remuneration. It can reduce information asymmetry and agency conflicts by providing investors with greater transparency regarding managerial oversight and accountability. Strong governance may also lower perceived risk, strengthen investor confidence, and ultimately enhance firm value. The empirical evidence of Aydogmuş et al. (2022), which demonstrated that governance reporting improved firm value, contrasts with Rahmithasari and Qadri (2024), who found that governance disclosure had an adverse effect on firm value among non-bank companies listed in Indonesia.

2.3 Theoretical Background
Stakeholder theory argues that companies depend on relationships with multiple stakeholder groups and should therefore provide information that demonstrates responsiveness to stakeholder interests. ESG reporting is consistent with this perspective because environmental, social and governance disclosures communicate how a company manages relationships with communities, employees, customers, regulators, investors and other stakeholder (Singhania & Bhan, 2025). Greater transparency may strengthen stakeholder support and improve the resources available to the company. In the present study, stakeholder theory provides a basis for expecting ESG reporting to enhance firm value through improved trust and legitimacy.
Agency theory explains the role of disclosure in reducing conflicts between managers and owners. Managers generally possess more information about corporate operations than outside investors, creating information asymmetry and opportunities for managerial opportunism. ESG reporting can reduce this information gap by providing additional evidence about management policies, risk management and accountability. Governance reporting is especially consistent with agency theory because board independence, internal control, audit committee activities and executive remuneration are mechanisms for monitoring management (Pinto & Gaio, 2025). 
Signalling theory posits that companies use credible disclosures to communicate information about their quality, management, risk, and future prospects to investors. High-quality ESG reporting can therefore signal effective management, lower risk, strategic preparedness, and commitment to long-term sustainability, potentially encouraging investors to value the firm more highly. This perspective is particularly relevant to firm value because it reflects investors’ expectations about future performance and can respond to non-financial information before its effects become evident in accounting measures (Nguyen, 2025). 
Legitimacy theory suggests that companies use ESG disclosure to demonstrate that their activities conform to societal expectations and accepted environmental, social, and governance norms. In emerging markets such as Nigeria, such disclosure can strengthen corporate legitimacy, protect reputation, and reduce social and regulatory risks. Kallisia et al. (2025) found that legitimacy pressures influence the extent of ESG disclosure among companies in ASEAN-5 countries. They also found that younger companies may experience stronger valuation effects from ESG transparency because of greater legitimacy and signalling needs.
2.4 Empirical Literature and Research Gap
This section reviewed empirical studies examining the effect of ESG reporting on firm value across different countries, industries, and ESG dimensions.
Zureck and Tselekis (2026) examined 1,763 firm-year observations of STOXX Europe 600 companies from 2020–2023. The study found that ESG transparency alone had no statistically significant effect on firm value. The findings suggest that ESG reporting may not automatically translate into an increase in firm value unless companies effectively integrate sustainability reporting with digital capabilities.

Msomi et al. (2025) determined the effect of ESG reporting on firm value of non-financial companies listed in South Africa using 642 firm-year observations covering 2017–2022. The study employed Fixed Effects, Random Effects, and System GMM estimators for statically analysis. The findings revealed that aggregate ESG disclosure significantly improved firm value although the effect differed across sectors, with ESG disclosure positively associated with firm value among non-manufacturing companies but negatively associated with value among manufacturing companies.
Ezejiofor and Ufot (2025) evaluated the effect of ESG reporting on firm value of 18 listed consumer-goods companies in Nigeria over 2012–2023, using an ex-post facto design and multiple regression analysis. The study found that environmental and governance reporting reduced firm value, while social reporting increased it. 
Ibiang et al. (2025) assessed 59 listed non-financial companies in Nigeria, selecting a sample of 43 companies over the period 2014–2023. The study used an ex-post facto research design, constructed ESG scores using a weighted disclosure index, and applied panel regression analysis for data analysis. The findings reported a positive and significant relationship between ESG reporting and firm value, with governance indicators exerting the strongest influence.
Otori (2025) examined the effect ESG reporting on firm value among listed non-financial firms in Nigeria. The study focused on 52 listed manufacturing and consumer-goods companies, generating 416 firm-year observations, and employed an ex-post facto research design with panel regression techniques, including fixed-effects estimation. The findings revealed that environmental, and governance disclosures positively and significantly affected firm value, while social disclosure was only marginally significant.
Nampoothiri et al. (2024) studied listed non-financial companies across 30 European countries, covering 2015–2019 and excluding 2017, with companies in 8 industries included in the analysis. The study employed a difference-in-differences regression technique with industry-country clustered robust standard errors, using Tobin’s Q as the measure of firm value. The findings showed that ESG disclosure had no statistically significant aggregate effect on firm value, although significant differences were observed across industries.
Desai (2024) investigated 940 listed non-financial companies in India using data for 2021–2022. The study adopted a cross-sectional regression analysis and the findings revealed that ESG disclosure increase firm value. Although the strength of the relationship was weaker among carbon-sensitive companies
Mutiah and Rusmanto (2024) carried out a study on 294 companies listed on the Bloomberg ESG Index across five ASEAN countries (Indonesia, Malaysia, the Philippines, Singapore, and Thailand) over the period 2018–2021. The findings indicated that ESG reporting enhanced firm value, while the disaggregated results indicated that environmental and social reporting increased the firm value, whereas governance disclosure decreased it. This suggests that the value relevance of ESG reporting differs across its individual dimensions.
Rahat and Nguyen (2024) examined the effect of ESG reporting on firm value of non-financial companies across 16 emerging markets over an 11-year period, employing fixed-effects panel estimations for data analysis. The study revealed a positive relationship between ESG reporting and firm value.
Al-Tarawneh et al. (2024) ascertained the effect of ESG scores and corporate financial performance among non-financial companies listed in the United Kingdom. The study covered 2015–2023 and included 188 companies, employing a panel research design with panel regression for data analysis. The findings revealed that aggregate ESG performance had a negative and statistically significant effect on Tobin’s Q, while governance performance also had a negative and significant effect at the 1% level. 
Gerged et al. (2023) studied whether ESG disclosure, enhance firm value among leading listed companies in the United States, Canada, and the United Kingdom. The study covered 2013–2019 with a sample of 6,978 firm-year observations. The researchers adopted a panel research design and employed fixed-effects regression for statically data analysis. The finding indicated that ESG ratings alone did not significantly predict firm value, whereas integrated sustainability transparency approaches were positively associated with market value.
Gonçalves et al. (2023) researched into the association between ESG performance and financial performance among companies included in the STOXX Europe 600. The study analysed European companies over the post-2015 period. The study employed econometric regression approaches and found ESG reporting significantly increase firm value, with the social dimension producing the strongest effect. 
Boulhaga et al. (2023) investigated the effect of ESG ratings on firm performance among 98 French listed companies over the period 2012–2018. The study adopted a panel research design and employed multiple linear regression and system GMM to address potential endogeneity. The findings reported that ESG ratings had a positive and statistically significant effect on Tobin’s Q, while internal control weaknesses negatively moderated the ESG–firm performance relationship.
Aydogmuş et al. (2022) determined the effect of ESG performance on firm value using a large sample of companies. The study employed panel-data regression analysis to examine both the aggregate ESG score and the individual environmental, social, and governance dimensions. The findings revealed that aggregate ESG, social, and governance scores were positively and significantly associated with firm value, whereas the environmental score had no significant relationship with firm value, although all ESG measures positively affected profitability.
Dinca et al. (2022) investigated the relationship between ESG performance and firm value among 131 listed automotive companies worldwide over 2015–2020, using annual ESG and financial data. The study adopted a structural equation modelling (SEM) design, specifically a cross-lagged panel model for data analysis. The findings showed that environmental reporting having only one significant positive lagged effect, governance showing both positive and negative effects, and the aggregate ESG score producing both positive and negative effects on subsequent firm value.
Alareeni and Hamdan (2020) explored the relationship between ESG disclosure and firm performance among S&P 500-listed companies in the United States over the period 2009–2018. The study employed panel regression analysis to analyse data. The findings exhibited that aggregate ESG disclosure positively affected firm performance, while the individual dimensions produced mixed results: environmental and social disclosure were positively related to Tobin’s Q, whereas governance disclosure positively affected Tobin’s Q.
The reviewed literature reveals two principal gaps. Geographically, evidence remains concentrated in developed markets and selected emerging economies, while Nigerian evidence is often sector-specific. Measurement-wise, many studies rely on aggregate ESG scores, making it difficult to identify the separate contributions of the three ESG pillars on firm value. The present study addresses these gaps by using a 30-item content-analysis index, separating environmental, social and governance reporting, employing Tobin’s Q, and examining a broad panel of listed non-financial companies in Nigeria.

3. Methodology
3.1 Research Design and Sample
The study adopted an ex post facto research design because the variables were derived from historical corporate reports and financial information that could not be manipulated by the researcher. The empirical analysis used panel data for 60 listed non-financial companies in Nigeria over the 2016–2025 period. The ten-year period generated 600 firm-year observations. The use of panel data allows the analysis to exploit both cross-sectional and time-series variation and therefore provides more information than a single-year cross-section.
The unit of analysis was the firm-year observation. Financial institutions were excluded because their operating structures, regulatory requirements and balance-sheet characteristics differ materially from those of non-financial companies. The resulting focus on non-financial companies improves comparability across the sample and directly addresses the research objective concerning listed non-financial companies.
3.2 Sources of Data
The study relied on secondary data obtained from the annual reports and sustainability/ESG reports of the sampled companies. Annual reports were used to extract financial information required for Tobin’s Q, firm size and leverage, while ESG disclosures were examined through systematic content analysis. The use of companies’ reports is appropriate because the study investigates reported information rather than managers’ perceptions of ESG practices.
The measurement framework was designed to capture disclosure across the three ESG dimensions. The environmental component comprised environmental management and policy, regulatory compliance, climate strategy, greenhouse-gas emissions, energy efficiency, water management, waste management, pollution prevention, biodiversity and environmental investment. The social component covered employee welfare, health and safety, training and development, diversity and inclusion, human rights, community development, corporate social responsibility, customer responsibility, employee relations and supply-chain responsibility. Governance covered board structure, board independence, board diversity, audit committee, risk management, internal control, business ethics, regulatory compliance, shareholder rights and executive remuneration.


3.3 Measurement of Variables
ESG reporting was measured through a 30-item disclosure index. Each item received a score of 1 where the company disclosed the relevant information and 0 where the information was not disclosed. The environmental reporting index was computed as the number of environmental indicators disclosed divided by 10; the social reporting index was the number of social indicators disclosed divided by 10; and the governance reporting index was the number of governance indicators disclosed divided by 10. The resulting indices range from 0 to 1, with higher values indicating greater disclosure intensity. This approach is transparent, reproducible and suitable for annual-report content analysis.
Tobin’s Q was treated as the market-based measure of firm value and calculated using the conventional relationship between the market value of the firm and the book value of its assets. Firm size (FS) was measured as the natural logarithm of total assets, while financial leverage (FL) was measured as the ratio of debt to total assets. The use of FS and FL as controls helps separate the association between ESG reporting and firm value from differences in scale and capital structure.

Table 1. Measurement of Variables
	Variable
	Type
	Measurement

	Tobin’s Q
	Dependent
	Market-based firm value relative to asset base

	ER
	Independent
	Environmental items disclosed / 10

	SR
	Independent
	Social items disclosed / 10

	GR
	Independent
	Governance items disclosed / 10

	FS
	Control
	Natural logarithm of total assets

	FL
	Control
	Debt / total assets


Source: Researcher’s Compilation (2026)

3.4 Model Specification
The regression model was specified to examine the market dimensions of firm value. The model relates the three ESG reporting dimensions to Tobin’s Q. In the model, firm size and financial leverage are included as control variables.

ESG Reporting and Tobin’s Q
(3)
Where:
Y 	  =	Firm Value 
	  =       	Environmental Reporting of Company  in period
	  =       	Social Reporting of Company  in period
	  =       	Governance Reporting of Company  in period
 	  = 	Firm size of Company  in period
 	  = 	Financial Leverage of Company  in period
it	  =	Companies  in time 
	   =	Constant terms
 –   = 	Explained coefficient of the independent variables    
= 	Error term of Company  in period
3.5 Reliability and Validity of the Disclosure Index
Content validity was strengthened by developing the 30-item checklist around recognised sustainability-reporting themes and the information needs reflected in contemporary sustainability reporting practice. The checklist was deliberately balanced across the three ESG pillars, with ten indicators per dimension, preventing one dimension from mechanically dominating the index. A binary scoring system also improves reproducibility because the coding rule is explicit. Nevertheless, content analysis remains sensitive to the quality and detail of corporate disclosures; therefore, future studies may supplement binary indices with weighted or text-based measures.

4. Results and Analysis
4.1 Descriptive Statistics
Table 2. Descriptive Statistics
	Variable
	Obs
	Mean
	Std. Dev.
	Min
	Max

	TOBINQ
	600
	6.97
	0.94
	4.26
	8.76

	ER
	600
	0.59
	0.28
	0.20
	1.00

	SR
	600
	0.69
	0.22
	0.40
	1.00

	GR
	600
	0.81
	0.16
	0.60
	1.00

	FS
	600
	16.01
	1.05
	13.98
	18.13

	FL
	600
	0.44
	0.20
	0.10
	0.80


Source: Results of Analysis via STATA Version 17.0 (2026) 
Table 2 shows Tobin’s Q with a mean of 6.97 and a standard deviation of 0.94, ranging from 4.26 to 8.76. The ESG indices show relatively high disclosure levels, with mean values of 0.59 for ER, 0.69 for SR and 0.81 for GR, suggesting that governance information was disclosed more extensively than environmental and social information. Firm size averaged 16.01 while financial leverage averaged 0.44, indicating meaningful variation in corporate scale and capital structure across the sample.

4.2 Correlation Analysis
Table 3. Pearson Correlation Matrix
		
	TOBINQ
	ER
	SR
	GR
	FS
	FL

	TOBINQ
	1.00
	
	
	
	
	

	ER
	0.64
	1.00
	
	
	
	

	SR
	0.42
	0.02
	1.00
	
	
	

	GR
	0.40
	-0.02
	-0.01
	1.00
	
	

	FS
	0.17
	-0.04
	0.00
	0.04
	1.00
	

	FL
	-0.09
	0.01
	0.03
	-0.06
	0.03
	1.00


Source: Results of Analysis via STATA Version 17.0 (2026) 
The correlation results in Table 3 indicate that Tobin’s Q is positively related to ER (0.64), SR (0.42) and GR (0.40). This indicates that greater ESG disclosure tends to occur alongside higher market valuation, although correlation does not establish causation. Among the explanatory and control variables, the correlations are very small, with the largest being ER and Tobin’s Q at 0.64. Importantly, the correlations among ER, SR, GR, FS and FL are all far below 0.70, suggesting that severe pairwise multicollinearity is unlikely.

4.3 Multicollinearity Test
Table 4. Variance Inflation Factor Test
	Variable
	VIF
	1/VIF

	FL
	1.01
	0.994

	GR
	1.01
	0.994

	FS
	1.00
	0.995

	ER
	1.00
	0.998

	SR
	1.00
	0.998

	Mean VIF
	1.00
	—


Source: Results of Analysis via STATA Version 17.0 (2026) 
Table 4 indicates that all variance inflation factor values are approximately 1.00, with the highest value being 1.01 for financial leverage and governance reporting. These values are substantially below the commonly applied threshold of 10, indicating that multicollinearity is not a serious problem in the estimated models. The tolerance values, represented by 1/VIF, are also very high and close to 1. This provides additional evidence that the explanatory and control variables contain sufficient independent variation for regression analysis. The result strengthens confidence that the individual coefficients can be interpreted without substantial distortion caused by linear dependence among regressors.

4.4 Diagnostic and Specification Tests
The study assessed the normality assumption using the skewness/kurtosis test, examined heteroscedasticity using the relevant variance test, and used the Hausman specification test to select the appropriate panel estimator. The decision rule for the normality and heteroscedasticity tests was based on a 5 per cent significance level. In contrast, the Hausman test was used to distinguish between fixed- and random-effects specifications. The supplied diagnostic results indicate that the heteroscedasticity test was not statistically significant, supporting the constant-variance assumption. The reported Hausman decision favoured the fixed-effects model, indicating that unobserved firm-specific effects should not be treated as independent of the explanatory variables. The supplied results should therefore be interpreted with the panel structure and firm-specific heterogeneity in mind.

4.5 Regression Results for Tobin’s Q
Table 5. Regression Results: Dependent Variable Tobin’s Q
	Variable
	Coefficient
	t-value
	p-value

	ER
	2.15
	32.98
	0.00

	SR
	1.78
	21.43
	0.00

	GR
	2.29
	20.31
	0.00

	FS
	0.16
	9.30
	0.00

	FL
	-0.44
	-4.89
	0.00

	Constant
	0.25
	0.84
	0.00

	R-squared
	0.78
	
	

	Adjusted R-squared
	0.78
	
	

	Root MSE
	0.45
	
	

	Prob > F
	0.00
	
	

	Observations
	600
	
	


Source: Results of Analysis via STATA Version 17.0 (2026) 
Table 5 presents a substantially stronger relationship between ESG reporting and firm value measured by Tobin’s Q. Environmental reporting has a positive coefficient of 2.15 and is highly statistically significant (t = 32.98; p < 0.01). Social reporting has a coefficient of 1.78 and is also highly significant (t = 21.43; p < 0.01), while governance reporting has the largest coefficient among the ESG variables at 2.29 and is highly significant (t = 20.31; p < 0.01). Firm size is positively associated with Tobin’s Q (β = 0.16; p < 0.01), whereas financial leverage is negative and significant (β = −0.44; p < 0.01). The R-squared and adjusted R-squared are both 0.78, indicating that the model explains approximately 78% of the variation in Tobin’s Q in the supplied regression output. The central findings of the study indicate that ESG reporting has a strong positive relationship with Tobin’s Q.
 
4.6 Hypothesis Testing
Table 6. Summary of Hypothesis Decisions
	Hypothesis
	Result
	Decision

	H01: ER → Tobin’s Q
	β = 2.15, p = 0.00
	Reject H01

	H02: SR → Tobin’s Q
	β = 1.78, p = 0.00
	Reject H02

	H03: GR → Tobin’s Q
	β = 2.29, p = 0.00
	Reject H03


Source: Results of Analysis via STATA Version 17.0 (2026) 
Table 6 reveals that all three null hypotheses relating ESG reporting to Tobin’s Q are rejected because their p-values are below 0.05. The evidence therefore indicates that the market-based measure of firm value responds positively to all three ESG dimensions.

4.7 Discussion of Findings
Environmental Reporting and Tobin’s Q
Environmental reporting has a strong positive and significant effect on Tobin’s Q (β = 2.15; p < 0.01). This indicates that the market appears to reward companies that disclose environmental policies, climate risks, emissions, resource efficiency, waste management, pollution control, biodiversity and environmental investment. Signalling theory provides a strong explanation because credible environmental reporting can communicate preparedness for environmental regulation, climate risks and resource constraints. Legitimacy theory also suggests that environmental reporting can strengthen social acceptance and reduce reputational risk. The result indicates that environmental information may be value relevant even when its short-term impact is not statistically detectable.
The finding is consistent with Alareeni and Hamdan (2020), who found environmental disclosure to be positively related to Tobin’s Q among S&P 500 companies. It also accords with recent emerging-market evidence from Rahat and Nguyen (2024), who found a positive relationship between ESG profiles and firm valuation using Tobin’s Q and other valuation measures. The result nevertheless differs from Aydogmuş et al. (2022), where the environmental reporting did not significantly affect firm value. The difference may reflect Nigeria’s greater sensitivity to environmental risks in sectors such as oil, manufacturing, industrial production and consumer goods, making environmental information particularly relevant to investors.
Social Reporting and Tobin’s Q
Social reporting has a positive and statistically significant coefficient of 1.78 (p < 0.01), indicating that greater social reporting is associated with higher market valuation. The finding suggests that investors may interpret information about employee welfare, diversity, human rights, community engagement and customer responsibility as evidence of stronger stakeholder relationships and lower non-financial risk. Stakeholder theory is particularly relevant because companies that maintain productive relationships with stakeholders can secure valuable resources, protect reputation and reduce conflict. Signalling theory also suggests that credible social disclosure can differentiate companies with stronger long-term management practices. 
The result is consistent with Aydogmuş et al. (2022), who found a positive and significant relationship between social performance and firm value. It is also compatible with the broader positive ESG valuation evidence reported by Rahat and Nguyen (2024) across emerging markets. However, Dinca et al. (2022) reported mixed ESG effects, particularly inconclusive results for the social dimension, showing that social reporting does not have a uniform valuation effect across settings. The present finding may therefore reflect increasing Nigerian investor attention to corporate reputation, employee relations and community legitimacy.
Governance Reporting and Tobin’s Q
Governance reporting records the strongest ESG coefficient in the Tobin’s Q model (β = 2.29; p < 0.01), indicating a substantial positive association with market valuation. Investors appear to value information about board structure, independence, risk management, internal controls, ethics, shareholder rights and executive remuneration. Agency theory explains this result through reduced monitoring costs and lower managerial opportunism, while Signalling theory suggests that detailed governance reporting signals higher-quality management and lower information risk. Governance information may also be especially important in emerging markets where investors place a premium on transparency and protection against agency problems. The finding therefore identifies governance reporting as a particularly important component of value-relevant ESG disclosure in Nigeria.
The result is consistent with Aydogmuş et al. (2022), who found a positive and significant relationship between governance performance and firm value. In addition, with Nigerian evidence reported by Ibiang et al. (2025), which identified governance as a particularly influential component of sustainability reporting. However, Al-Tarawneh et al. (2024), who reported a negative and statistically significant relationship between governance performance and Tobin’s Q among non-financial firms listed in the UK. Also, Rahmithasari and Qadri (2024) found that governance disclosure had an adverse effect on firm value among non-bank companies listed in Indonesia.
5. Conclusion
This study examined the effect of environmental, social and governance reporting on the firm value of listed non-financial companies in Nigeria using Tobin’s Q. The evidence shows that all three ESG dimensions have positive and statistically significant relationships with Tobin’s Q. The results indicate that the Nigerian capital market appears to attach greater value to ESG reporting. Overall, the study concludes that ESG reporting, particularly governance reporting, represents an increasingly important mechanism through which listed non-financial companies can communicate risk management, accountability, sustainability and long-term value-creation capacity to investors. The findings support continued regulatory development and stronger corporate implementation of sustainability reporting standards in Nigeria.
The study’s principal contribution is its disaggregated treatment of ESG reporting on Tobin’s Q. Rather than assuming that a single aggregate ESG score captures all value effects, the study shows that the dimensions behave differently across market measures. This provides a more nuanced explanation of the ESG–firm-value relationship in an emerging-market setting. It also offers evidence that can inform the ongoing Nigerian transition toward standardised sustainability-related financial disclosures

6. Theoretical, Practical and Policy Implications
The findings contribute to theory by demonstrating that no single theoretical mechanism completely explains the ESG–firm-value relationship. Stakeholder and legitimacy theories help explain why ESG disclosure may strengthen stakeholder confidence and corporate acceptance, while signalling theory explains why market valuation responds strongly to ESG information. Agency theory is particularly useful for interpreting the positive governance effects on Tobin’s Q. The stronger results for Tobin’s Q indicate that market expectations may respond to ESG information by providing evidence for an information-based interpretation of ESG reporting.

For managers, the findings suggest that ESG reporting should be integrated into corporate strategy rather than treated as a stand-alone reporting exercise. Environmental and social initiatives should be connected to measurable operational and reputational outcomes, while governance systems should be strengthened to sustain both profitability and investor confidence. Managers should also improve the specificity, comparability and credibility of disclosures by providing quantitative indicators, targets, performance trends and explanations of material ESG risks. This approach can make ESG information more useful to investors and other providers of capital.

For investors, the results suggest that ESG information contains potentially value-relevant signals, particularly for market valuation. Investors should therefore examine individual ESG dimensions rather than relying only on a single aggregate score. Governance disclosure may deserve particular attention because it is positively associated with Tobin’s Q in the supplied results. Environmental and social disclosures should also be assessed in terms of their potential long-term effects on risk, reputation, stakeholder relationships and future cash flows.

For regulators, the results support the continued strengthening of sustainability reporting requirements in Nigeria. The FRCN’s 2026 amended roadmap and Sustainability Reporting Guideline 1 provide an important regulatory foundation for improving consistency and implementation of IFRS sustainability disclosure standards. The NGX and other relevant institutions should promote comparable disclosure templates, sector guidance, monitoring and assurance mechanisms. Stronger enforcement would reduce selective disclosure and improve the usefulness of ESG information for capital-market participants.

7. Limitations and Suggestions for Future Research
The study has several limitations. First, the sample is restricted to listed non-financial companies, so the findings may not apply directly to banks, insurance companies and other regulated financial institutions. Second, the binary content-analysis approach records whether an item is disclosed but does not fully capture the depth, quality or credibility of the information. Third, the study period ends in 2025, while Nigeria’s 2026 sustainability-reporting reforms are still evolving; therefore, the results largely reflect the pre-mandatory transition period. Future research should extend the sample to financial institutions and compare ESG value relevance across industries. Researchers should also consider weighted disclosure indices, automated textual analysis, ESG ratings and externally assured sustainability information to capture disclosure quality rather than simple presence or absence. Finally, future research should examine whether the implementation of IFRS S1 and S2 changes the strength of the relationship between ESG reporting and firm value after the regulatory transition becomes more mature.
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