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ABSTRACT  
 

Sustainability reporting by corporations has been increasing steadily in both size and 

complexity over the years. The interest in this area of corporate reporting has been 

heightened in the modern society, and firms are responding to the interest by actively 

participating in socially responsible activities and also reflecting same in their annual 

report or as a discrete report. Thus, the objective of this study is to examine the influence 

of corporate governance mechanisms on sustainability disclosure in Nigeria. 

Additionally, the study also examines the moderating effect of intellectual capital on 

the relationship between corporate governance mechanisms and sustainability 

disclosure. Data was collected from corporate annual reports, standalone sustainability 

reports, companies’ websites and Nigeria Stock Exchange (NSE) fact book for the 

period of six (6) years from 2010 to 2015. This study used convenient sampling for 

sample selection. The result provides that board size, board independence, board 

diversity, management ownership, block ownership and foreign ownership are 

significant and positively related to sustainability disclosure. On the other hand, board 

meeting is not significantly associated with sustainability disclosure. Meanwhile, the 

result of the moderation model indicates that board size, board diversity board 

meetings, management ownership and foreign ownership were significant and 

positively related to sustainability disclosure after incorporation of intellectual capital 

as a moderating variable. In contrast, there was no significant effect of board 

independence and block ownership on sustainability disclosure after inclusion of 

intellectual capital as a moderating variable. The findings has implication for 

researchers, corporate managers, policy makers and regulatory bodies. Particularly, the 

management of Nigerian listed companies who are enjoined to deepen their intellectual 

capital initiatives and also place greater emphasis on its utilisation to enhance 

sustainability information disclosure.  

 

Keywords: corporate governance, sustainability disclosure, intellectual capital, 

corporate board, stakeholders. 
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ABSTRAK 

 

Pelaporan kemampanan daripada syarikat telah meningkat dari segi saiz dan 

kekompleksan sepanjang tahun. Kepentingan bidang pelaporan syarikat semakin 

meningkat dalam masyarakat moden dan syarikat telah memberikan maklum balas 

dengan mengambil bahagian secara aktif dalam aktiviti tanggungjawab sosial dan pada 

masa yang sama memberi gambaran yang sama dalam laporan tahunan mereka atau 

laporan lain yang berasingan. Oleh yang demikian, objektif kajian ini adalah untuk 

menyelidik pengaruh mekanisme tadbir urus korporat terhadap pendedahan 

kemampanan di Nigeria. Selain itu, kajian ini juga menyiasat kesan penyederhanaan 

modal intelektual terhadap hubungan di antara mekanisme tadbir urus korporat dengan 

pendedahan kemampanan. Data dikumpul daripada laporan tahunan syarikat, laporan 

kemampanan kendiri, laman sesawang syarikat dan buku fakta Pasaran Saham Nigeria 

bagi tempoh enam (6) tahun daripada iaitu dari tahun 2010 sehingga 2015. Kajian ini 

menggunakan kaedah persampelan mudah bagi pemilihan sampel. Dapatan 

menunjukkan bahawa saiz lembaga, kebebasan lembaga, kepelbagaian lembaga, 

pemilikan pengurusan, pemilikan blok dan pemilikan asing adalah signifikan dan 

berkaitan secara positif dengan pendedahahan kemampanan. Selain itu, mesyuarat 

lembaga didapati tidak berkaitan secara sifnifikan dengan pendedahan kemampanan. 

Manakala, dapatan model penyederhanaan menunjukkan bahawa saiz lembaga, 

kepelbagaian lembaga, mesyuarat lembaga, pemilikan pengurusan dan pemilikan asing 

berkait secara signifikan dan positif dengan pendedahan kemampanan selepas 

penyerapan modal intelektual sebagai pemboleh ubah penyederhana. Sebaliknya, tiada 

kesan yang signifikan terhadap kebebasan lembaga dan pemilikan blok selepas 

penyerapan modal intelektual sebagai pemboleh ubah penyederhana. Dapatan kajian 

memberi implikasi kepada penyelidik, pengurus korporat, penggubal dasar dan badan 

kawal selia. Secara khususnya, pengurusan syarikat tersenarai Nigeria diminta untuk 

lebih menumpukan lagi inisiatif modal intelektual dan memberikan penekanan yang 

lebih besar terhadap penggunaanya bagi meningkatkan pendedahan kemampanan 

maklumat.  

 

 

Kata kunci: tadbir urus korporat, pendedahan kemampanan, modal intelektual, 

lembaga korporat, pemegang taruh 
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CHAPTER ONE 

INTRODUCTION 

 

1.1 Background of the Study 

The collapse of multinational corporation such as the famous Enron and WorldCom has 

reintroduced new debate on corporate reporting (Khan, 2010). This call for more 

accountability to a broader range of stakeholders: shareholders, employees, community, 

public policy makers among others (Michelon & Parbonetti, 2010). Sustainability 

reporting, as an on-going issue in the area of corporate reporting, can, therefore, be 

perceived as an organisational report which provides information on the social and 

environmental performance of organisations (Ademigbuji, 2014). The main objective 

of sustainability reporting is to internalise and improve organisations’ commitment 

towards sustainable development in demonstrating satisfaction to both internal and 

external stakeholders.    

 

Having been recognised as a new paradigm shift in corporate reporting, sustainability 

reporting is understood as a practice that has originated from the cradle and moved to 

the mainstream of accounting and management research. It further heads towards 

higher recognition at both national and international level (Parker, 2005). In other 

words, the practice has metamorphosed from being a mere disclosure in annual reports 

to an integral part of communication process between companies and their various 

stakeholders (Sawani, Zain & Darus, 2010). The rising trend in sustainability reporting 

across nations has also been acknowledged via different reports (KPMG, 2008, 2014, 

2015, 2017). The latest reports that emanate from KPMG (2017) shows that more than 

three quarters of the world’s largest 250 companies now include sustainability 
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information in their annual reports. This present increase in sustainability reporting is 

overwhelming. This scenario is predominantly attributed to voluntary initiatives by 

companies, government reporting regulations and stock market listing requirements 

(Ioannou & Serafeim, 2014).  

 

However, the on-going debate on sustainability reporting emphasises that organisations 

cannot survive without their stakeholders. This is in agreement with the idea of Jaggi 

and Zhao (1996) and Ramanathan (1976), which acknowledge that a communal 

relationship exists between companies and their stakeholders. Therefore, both parties 

benefit as a result of active engagement of companies in social and environmental 

activities. According to David (2012), companies build their reputation through 

engagement in sustainable practices. The study further establishes that through a 

commitment to sustainable values, a company could demonstrate leadership quality to 

stay competitive. On the other hand, the targeted stakeholders stand a chance to also 

benefit from the projects executed by the company (David, 2012). 

 

In the past, companies were mainly concerned with maximisation of shareholders’ 

wealth without paying attention to their social and environmental responsibilities 

(Utting, 2005). The companies exclusively operate on the perception of Friedman 

(1970), who assumes business organisations as economic institutions with legitimate 

function of economic performance instead of engaging in social activities. However, 

with a passage of time, the situation started changing due to pressure and other forms 

of awareness campaigns emanating from various stakeholders (Baba, 2013).  
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The recent development in various places triggered the stakeholders’ resolution to 

question the activities of organisations regarding their social and environmental 

responsibilities (Baba, 2013). This development is supported by increase in education, 

globalisation and access to endless information through the internet (Baba, 2013). 

Through such avenues, the creation of awareness about organisations and their 

responsiveness to various stakeholders have been enhanced (Kercher, 2007). Hence, it 

is not just enough for organisations having a sustainability policy; they must go beyond 

the legal requirement to ensure its implementation with transparency and the rigor it 

deserves (Baba, 2013). Therefore, business organisations at all levels are now 

responding to the calls of their stakeholders and also determine to incorporate the needs 

thereof into their policy framework with the view to be considered as corporate citizens 

(D’Amato, Henderson & Florence, 2009).     

 

Despite the widespread of voluntary sustainability reporting, there are also reports on 

the increasing tendency of mandatory reporting within some countries (Scholtz, Calitz, 

Gomez & Fischer, 2014). In this respect, governments play an active role through 

obliging companies to submit a comprehensive sustainability report, apart from the 

annual financial report (Hayward et al., 2013). South Africa provides a good example, 

where all companies listed on Johannesburg Stock Exchange are required to report their 

sustainability performance at the end of their accounting period (Scholtz et al., 2014). 

This approach has made South Africa to assume a leading role in sustainability 

reporting initiatives among African countries (UNEP, 2010).  

 

The focus of this study is the practice of sustainability reporting in Nigeria. As one of 

the African countries, Nigeria is a country with multi-ethnic groups and culture with an 
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estimated population of over 150 million (United Nations, 2017). It is considered as the 

most populous country in the African continent. The country is endowed with both 

human and natural resources, however, still among the underdeveloped countries 

(Ingelson & Nwapi, 2014; Teryima, 2013). Evidence on Nigeria sustainability reporting 

shows that the country remains backward due to lack of good governance, and this 

invariably aggravates the social and environmental problems of the country (Baba, 

2013). In a similar trend, these circumstances are also heightened as a result of the 

absence of good corporate governance system and other enforcement mechanisms. 

However, the presence of good corporate governance as well as better enforcement 

mechanisms, will surely induced managers and directors of companies to carry out their 

duties in line with the global best practices (Ingelson & Nwapi, 2014). Hence, a 

combination of measures, concepts, standards and regulations had been developed by 

both national and international bodies to guide corporate organisations in operating for 

the best interest of their various stakeholders. Unfortunately, the Nigerian legislation 

and regulatory framework for enforcement of sustainability reporting are weak 

(Nwagbara & Ugwoji, 2015).  

 

On the other hand, the flaws in Nigeria’s sustainability reporting practices were also 

pointed out in a Daily Independent Newspaper dated 10th February 2014. The media 

claimed that companies in Nigeria normally view sustainability activities as a 

philanthropic gesture rather than a wider level of transparency and accountability to 

stakeholders. The media publication draw the attention of the relevant regulators to 

introduce legislation that is capable of scrutinising the activities of sustainability 

reporting (Ofose, 2014). A similar printed media publication “The Nation Newspaper” 

dated 14th April 2014 observes that most Nigerian companies do not have the requisite 
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skill to draft their sustainability reporting. That is why, over the years companies have 

been publishing their social and environmental report without following any guideline 

(Ademigbuji, 2014). 

 

Empirical evidence reveals that many scholars affirmed the defect in Nigeria’s 

sustainability reporting (Egbon, Idemudia & Amaeshi, 2018; Ingelson & Nwapi, 2014; 

Isa, 2014; Leyira, Uwaoma & Olagunju, 2011; Nyahas, Ntayi, Kamukama & Munene, 

2018; Usman & Amran, 2015). Accordingly, Leyira et al. (2011) observed that Nigeria 

does not lack in sustainability policies and regulations. The scholars argues that those 

policies are rarely enforced due to lack of commitment and political interest of the 

relevant authorities. In a similar vein, Isa (2014) noted that, there are no specific 

established globally accepted standards or guidelines issued by the Financial Reporting 

Council of Nigeria (FRCN) to shape sustainability reporting across industries in 

Nigeria. Isa (2014) further construed that, Nigerian government does not have any 

incentives designed to persuade companies on engaging in sustainable development 

activities. 

 

Moreover, extant literature had also pointed out specific problems associated with 

social sustainability disclosure in Nigeria (Chukwuka, 2017; Michael & Oluseye, 2014; 

Nwagbara & Ugwoji, 2015; Usman & Amran, 2015). The problems usually emanate 

from the fact that most Nigerian companies are ignorant of their social responsibility to 

the community and the society (Chukwuka, 2017; Osemene, 2012). Most of the 

businesses still operate under the ultimate philosophy of making a profit through 

promotional efforts and aggressive selling instead of striking a balance between the 

marketing philosophy and the societal values (Chukwuka, 2017). Unfortunately, most 
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of the business entities are ignorant of the fact that social actions that create a better 

community could be to their best interest in the long-run. Therefore, it is worth noting 

that the increasing demands for companies to be socially responsible in Nigeria seems 

to have witnessed a sizeable perceptual divergence, particularly, within the context of 

stakeholder-shareholder debate (Dibia & Onwuchekwa, 2015). 

 

Similarly, existing literature has also highlighted that companies often exploit the 

voluntary stance of environmental reporting in Nigeria as an opportunity for 

underreporting companies’ environmental impacts (Dibia & Onwuchkwa, 2015). This 

is obvious as companies face less direct pressure to produce environmental information. 

The companies have the freedom to decide the quantity of information, the format and 

the indicators to adopt in disclosing environmental activities (Uwaoma & Ordu, 2016). 

This has relatively accounts for the identified differences in environmental reporting 

within and between companies in several industries within the market (Odera, Scott & 

Gow, 2016). This, in turn, makes most of the companies not to integrate environmental 

responsibility initiative into their core business value. On the other hand, the awareness 

among the populace as regards the negative impact of companies’ activities on the 

environment is increasingly growing (David, 2012). Therefore, there is need to 

intensified pressure on companies to be more environmentally responsible and to 

comply with the ethics of sustainable development.  

 

Therefore, a combination of the above-stated factors is making Nigerian companies not 

to have interest in sustainability issues. This situation is more prevalent in the Niger 

Delta region of the country where the activities of multinational companies are 

adversely affecting their immediate environment. As acknowledged by Ejumudo, Edo, 
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Avweromre and Sagay (2012) who argued that, companies in the Niger Delta region 

are not doing enough to incorporate related environmental issues into their 

sustainability initiatives despite the adverse effect of their activities on their host 

environment. Issues such as environmental degradation, gas flaring and indiscriminate 

discharge of gases and toxic waste are a daily occurrence (Baba, 2013).  

 

This unconcerned attitude is gradually degenerating into conflict and other form of 

agitations especially among youths in the host communities. This, in turn, makes 

Nigerian government lose a substantial amount of revenue that would have accrued to 

its treasury. Statistically, Obia (2015) evidenced that, Nigerian government losses a 

total of $40 million from January 2015 to March 2015 to youth restiveness in the Niger 

Delta region of the country. Also, from 1999 to 2009, the government losses around 

$870 million revenue to the insurgency (Obia, 2015). This situation is gradually 

affecting the country’s foreign earnings given that more than 90 percent of the country’s 

annual budget is coming from the region (Iniaghe, Tesi & Iniaghe, 2013).  

 

On the other hand, the Nigerian market is increasingly becoming more sophisticated, 

the government view the need to enact policy reforms that will strengthen the corporate 

governance framework to ameliorate inefficiencies in the financial reporting practices 

and standards (ROSC, 2011). Policy reforms that strengthen the country’s corporate 

governance practices could enhance financial reporting process, which arguably could 

translate into meaningful social and environmental initiatives. A good corporate 

governance system is capable of protecting the overall interest of corporate 

stockholders and also to offer some bolster to other stakeholders (Ujunwa, 2012). 

Therefore, good corporate governance often manifests itself in the board structure and 
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also in the ownership distribution of firms. Ideally, boards structure should consist of 

individuals with combined capabilities and competencies that collectively represent the 

pool of social capital for their firm (Carpenter & Westphal, 2001). Although, the extent 

to which the board will be effective in discharging its duties largely depends on specific 

internal factors including board characteristics (Ujunwa, 2012). It is arguable that once 

the board is active in enforcement of its duties and discharging its functions, the 

expected outcome is usually a better formidable governance structure that is likely to 

be effective in satisfying the interest of other stakeholders (Torea, Feijoo & Cuesta, 

2016). 

 

Ownership structure is also an important element of Nigerian corporate governance 

system as different groups of owners have different attitude and relations with other 

stakeholders. Shareholders have different evaluation of their benefits which is specific 

to each group. They provide different weights in satisfying the interest of other 

stakeholders (Mygind, 2009). Therefore, the abilities of the shareholders to motivate 

and make a credible impact on the interest of other stakeholders depends on the degree 

of homogeneity around their interest (Dow, 2003). It also depends on the degree to 

which they can efficiently trade their ownership stakes (Dow, 2003). This implies that 

the interest of different shareholder group determine the actual direction of the 

companies and its ability to satisfy the interest of other stakeholders. 

 

Besides, in countries like Nigeria with poor social initiatives, the intellectual capital 

management could enhance sustainability reporting practice (Mushref, 2014) as it 

broadly serves as a package of useful knowledge relating to technologies, patents, 

organisational processes, skills and information about customers. This innovation is 
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essential due to consensus among researchers that intellectual capital can be deployed 

to enhance the reporting of sustainability information in companies annual reports 

(Altuner, Celik & Gulec, 2015; Oliveira, Rodrigues & Craig, 2010). Therefore, 

companies can effectively utilise this resources to create a relationship with different 

stakeholders including investors, creditors, shareholders, customers, suppliers among 

others. This is likely to be achieved through proper communication and feedback 

mechanism. Through such interactions, companies can listen to the views and opinions 

of their varied stakeholders and consequently channel their sustainability initiatives in 

a way that will suit the interest of the diverse stakeholders. In this manner, companies 

will be able to establish a viable relationship with numerous stakeholders, improve their 

brand image and public reputation (Baba & Abdulmanaf, 2017).  

 

Sequel to the above discussions, there is surely a challenge for sustainability practice 

in the country. Therefore, this underscores the need to refine the current sustainability 

models with the view of aligning it with the global best practices. Accordingly, the 

present study examines the factors that influence the disclosure of sustainability 

information in annual reports of Nigerian companies. Given the benefit of intellectual 

capital in corporate strategic planning, the study further introduced intellectual capital 

as a moderating variable to determine whether the relationship between corporate 

governance variables and sustainability disclosure could be enhanced.   

   

1.2 Problem Statement 

Undoubtedly, the past few decades have witnessed noticeable changes in sustainability 

reporting with increased attention from individuals and organisations (Pramanik, Shil 

& Das, 2008). The growing trend of social and environmental practices across countries 
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had been widespread as documented by different reports (KPMG, 2008, 2014, 2015, 

2017). However, the optimistic rhetoric used in these reports undermines transparency 

and has received wide criticism from different quarters (Cho, Roberts & Patten, 2010; 

Gray, 2006). At the moment, sustainability reporting potentially amount to an artificial 

and idealised representation which to some extent is disconnected from reality (Boiral, 

2013). Therefore, the degree to this lack of reality in the representations of sustainability 

reporting in business remain a major cause of concern (Boiral, 2013). Sequel to the 

above challenges, numerous interested parties such as researchers, regulatory agencies 

and investors are becoming more concerned about the magnitude, extensiveness and 

transparency of sustainability disclosure among reporting entities (Uwalomwa, 2011).  

 

In Nigeria, the practice of social and environmental disclosure is voluntary and also 

faces numerous challenges (Oba & Ibikunle, 2015). Part of the issue identified as a 

challenge confronting sustainability reporting in Nigeria is the lack of much 

appreciation of building a business that creates a sustainable environment. Ademigbuji 

(2014) and Usidamen (2014) affirms these defect in Nigeria’s sustainability reporting 

practice. Among other things, Usidamen (2014) demonstrated that core sustainability 

attributes such as employee relation policies, corporate culture and guidelines are 

isolated from the companies’ sustainability practice. Also, viewing sustainability 

reporting as merely a corporate philanthropy or a mechanism for strengthening the 

relationship with host communities was well documented by Amaeshi, Adi, Ogbechie 

and Amao (2006) and Chigbu, Okeke and Omekwu (2016). Also common in the 

Nigerian literature is inadequate legislation to foster compliance with both social and 

environmental reporting (Ingelson & Nwapi, 2014; Uwaoma & Ordu, 2016). 
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Some of the peculiar problems associated with social sustainability disclosure in 

Nigeria was highlighted by many prior studies (e.g. Chukwuka, 2017; Michael & 

Oluseye, 2014; Nwagbara & Ugwoji, 2015; Usman & Amran, 2015). Specifically, 

Chukwuka (2017) and Osemene (2012) revealed that ignorance of social 

responsibilities among companies is one of such problems that needs to be addressed. 

This problem still persist due to the fact that most of Nigerian companies believes in 

the ideology of sustaining business through promotional efforts and aggressive selling 

instead of striking a balance between marketing philosophy and societal values 

(Chukwuka, 2017). Unfortunately, such companies are oblivious of the fact that social 

actions could create a better community and also be of benefit to companies in a long-

run.  

 

Similarly, a plethora of prior studies confirmed that companies in Nigeria take 

advantage of voluntary stance of environmental reporting as an opportunity not to 

disclose their environmental impact on the communities (Dibia & Onwuchkwa, 2015). 

Companies face less regulatory sanctions for not disclosing their environmental impact 

hence decides on the quantity, format and indicators of information to disclose in their 

environmental report (Uwaoma & Ordu, 2016). Such regulatory laxity also resulted in 

the differences in reporting between companies in different industries (Odera, Scott & 

Gow, 2016). This subsequently enables many of the companies to keep away their 

environmental responsibility initiative from their core business value. On the other 

hand, the awareness among the populace with respect to the negative impact of 

companies’ activities on the environment is increasingly growing (David, 2012). 

Therefore, there is need to intensified pressure on companies to be more 

environmentally responsible and to comply with the ethics of sustainable development. 
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The combinations of the issues raised above hampered the development of 

sustainability reporting in Nigeria. This situation is more prevalent in the swampy area 

of the country especially in the Niger Delta region where the activities of multinational 

companies are adversely affecting their immediate environment. Ejumudo, Edo, 

Avweromre and Sagay (2012) noted that companies in the region are doing far below 

the standard in incorporating environmental issues into their sustainability initiatives 

despite the adverse consequence of their activities on their host environment. Problems 

which include environmental degradation, gas flaring and indiscriminate discharge of 

gases and toxic waste are a daily occurrence (Baba, 2013). Issues of such magnitudes 

call for concerns to all stakeholders: community, regulatory bodies and academics. 

 

Therefore, these unchallenged actions of the companies degenerate into hash agitations 

and in some instances, full pledged conflict especially among the youth.  This, in turn, 

brings substantial revenue loss to Nigerian government which could have been useful 

in providing some basic infrastructures to the citizens. Obia (2015) revealed that, from 

January 2015 to March 2015 alone, Nigerian government losses a total of $40 million 

to youth restiveness in the Niger Delta region of the country. Similarly, from 1999 to 

2009, the government lose around $870 million revenue to the insurgency (Obia, 2015). 

This situation is gradually affecting the country’s earnings given that more than 90 per 

cent of the country’s annual budget is coming from the region (Iniaghe, Tesi & Iniaghe, 

2013). 

 

Empirically, there are many studies on the extensiveness of companies' social and 

environmental disclosures as well as their determinants (Alfraih & Almutawa, 2017; 

Ezhilarasi & Kabra, 2017; Jizi, 2017; Khlif & Ahmed, 2016; Kilic, Kuzey & Uyar, 
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2015; Sadou, Alom and Laluddin, 2017; Scaltrito, 2016; Sundarasen & Rajangam, 

2016). Many of these studies show mixed results on the relationship between corporate 

governance and sustainability disclosure. Despite the equivocal results, these studies 

have highlighted recent contextual developments in corporate governance mechanism 

and sustainability disclosure, which reflect significant variation in the global academic 

interest. On this wave of interest, studies were undertaken on the relationship between 

board characteristics as a measure of corporate governance mechanism and 

sustainability disclosure (Fodio & Oba, 2012; Haladu & Salim, 2016, Janggu, Darus, 

Mohamed & Sawani, 2014; Kilic et al., 2015; Sundarasen & Rajangam, 2016).  

 

On the average, these studies documented that sustainability disclosure is a product of 

corporate governance mechanisms. However, most of these studies were either sourced 

from the western economies (Amar, Chang & Mclkenny, 2015; Deschenes, Rojas, 

Boubacar, Prud’homme & Ouedraogo, 2015; Dienes & Velte, 2016; Hafsi & Turgut, 

2013; Hussain, Rigoni & Orij, 2016; Jizi, 2017; Post, Rahman & Mcquillen, 2015; Rao 

& Tilt, 2016) or from Asian perspectives (Handajani, Subroto, Sutrisno & Saraswati, 

2014; Lau, Lu & Liang, 2016; Sadou et al. (2017); Setyawan & Kamilla, 2015; Shamil, 

Shaikh Ho & Krishnan, 2014; Trireksani & Djajadikerta, 2016). Differences between 

countries such as corporate governance practice, financial reporting system, capital 

market development and legal system make corporate environment fundamentally 

different. Based on this reasoning, it is arguable whether corporate governance practice 

and sustainability disclosure advocated in these countries are applicable in developing 

countries (e.g., Nigeria) or not. This study addresses this concern by examining the 

relationship between board characteristics and sustainability disclosure in the Nigerian 

market.  
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More so, ownership structure and sustainability disclosure were also favoured in the 

literature. Similar to other corporate governance elements, studies have also presented 

equivocal evidence on the relationship between ownership structure and sustainability 

disclosure (Ezhilarasi & Kabra, 2017; Lamb & Butler, 2016; Li & Chan, 2015; Lu, 

Abeysekera & Cortese, 2015; Nurhayati, Taylor, Rusmin, Tower & Chatterjee, 2016; 

Rashid, 2015). In addition to the equivocal studies conducted on the relationship 

between ownership structure and sustainability reporting, there is also limited studies 

in developing countries such as Nigeria (Bokpin, Isshaq & Nyarko, 2015; Daniel, 

Adewumi & Adeyinka, 2015; Dhouibi & Mamoghli, 2013; Mabame & Onoyase, 2015; 

Soliman, Ragab & Eldin, 2014). Meanwhile, the few available literature in Nigeria are 

mostly exploratory and survey using primary data source (Amaeshi et al., 2006; 

Ekwueme, Egbunike & Onyali, 2013; Fadun, 2014; Leyira et al., 2011; Ngwakwe, 

2009; Uzonwanne,Yekini & Otobo, 2014), whereas studies using secondary data source 

which best suite research of this nature are relatively few. Also, no much effort was 

made to link ownership structure and sustainability disclosure. Therefore, to address 

this issue, the researcher examines the relationship between ownership structure and 

sustainability disclosure in the Nigerian market. 

 

As highlighted above, there is an inconsistent results on the relationship between 

governance characteristics and sustainability disclosure. Given widespread deviations 

of previous findings from theoretical predictions, Wahba & Elsayed (2015) anticipate 

the likely existence of some contextual factors that were not captured by common 

implementation of the direct relationship between corporate governance and 

sustainability disclosure. Based on this assumption, Altuner et al. (2015), Samaha, Khlif 

and Hussainey (2015), Wahba and Elsayed (2015) have suggested that corporate 
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governance-sustainability disclosure relationship could be enhanced by introduction of 

mechanism variable. Several studies have responded to this concern by investigating 

the interacting effect of intellectual capital on different aspects of firm-specific 

structures and firms fundamentals (Bontis & Serenko, 2007; Clarke, Seng & Whiting, 

2011; Naidenova & Oskolkova, 2012; Sofian, Zaleha, Rasid, Mehri & Rashid, 2011).  

 

Intellectual capital is a key driver to companies’ sustainable development (Marr, 2004); 

it is likely to strengthen the relationship between corporate governance mechanism and 

sustainability disclosure. Intellectual capital represents material knowledge, 

information, intellectual property, and experience that reside in a firm (Stewart, 1998); 

management can leverage such intangible asset to increase sustainability disclosure by 

intellectual engagement with stakeholders. Thus, efficient utilisation of intellectual 

capital could be a means of creating a good relationship between companies and their 

stakeholders, which is critical to fulfilling stakeholders’ expectations (Sachs, Post & 

Preston, 2002).  

 

In this sense, feedback received by companies from various stakeholders will assist 

companies in understanding the needs of their various stakeholders (Baba & 

Abdulmanaf, 2017). To the extent that the intellectual property that resides in an 

organisation will aid corporate board to improve sustainability initiatives, the needs of 

stakeholders will be maximised, and agency cost of information asymmetry could be 

mitigated (Haji & Ghazali, 2013). Consequently, the researcher is with the view that 

when company’s intellectual capital is effectively managed, companies would 

understand the categories of sustainability initiatives best valued by the stakeholders. 

This would likely enhance the relationship between corporate board characteristics and 
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sustainability disclosure. However, this proposition remain unexplored in both Nigerian 

and the world at large. 

 

Moreover, extant literature on the relationship between ownership structure and 

sustainability disclosure equally produced a weak result as it implicitly assumes that 

the relationship is direct (Wahba & Elsayed, 2015). Therefore, an alternative 

perspective which has not been accorded much attention in the literature is that 

ownership structure-sustainability disclosure relationship could be strengthen by 

introducing other contextual variables as moderator (Altuner et al., 2015; Samaha et al., 

2015; Wahba & Elsayed, 2015). Considering the concern for wealth creation among 

investors, owners of business could take advantage of intangible resources to portray 

their entity as a corporate citizen. Critical to this purpose is intellectual capital (Bradley, 

1997; Gil, 2017; Isaac, Herremans & Kline, 2009; Mitchell & Viehland, 2011; Petty, 

Cuganesan, Finch & Ford, 2009). 

 

Intellectual capital is a key resource of companies’ value creation (Rezende, Correia & 

Gomes, 2017). It is expected to moderate the relationship between ownership structure 

and sustainability disclosure. This is possible because, intellectual capital is seen as a 

prominent resource for generating corporate growth and a strong driver of companies’ 

performance and market value (Bozzolan, Favotto & Ricceri, 2003; Sonnier, Carson & 

Carson, 2008). It is a product many modern companies are increasingly investing their 

resource in with the view to promote growth and to better compete in the modern 

marketplace (Yan, 2017). Intellectual capital constitutes a crucial component of 

innovation in business products and processes  (Bhasin, 2011). Hence, investment in 
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intellectual capital is progressively an important venture specifically for companies that 

seek to achieve productivity and efficiency gains (Bhasin, 2011).  

 

Considering the significance of intellectual capital to companies’ growth and value 

creation, business owners are likely to underscore the use of intellectual capital for the 

benefits of constituent stakeholders (Aminiandehkordi, Ahmad & Hamzeh, 2014). 

Business proprietors are likely to encourage the utilisation of such resource with the 

view to provide sufficient information to shareholders and to lessen information 

asymmetry (Yan, 2017). They are also likely to suggest intellectual capital utilisation 

with the view to improve the understanding of customers and employees’ perception, 

promoting willingness to change and adapt, strengthening companies’ relationship with 

the internal and external stakeholder group. Therefore, a thorough review of companies’ 

intellectual capital is needed in order to deepen sustainability disclosure reporting 

(Liang, Huang & Lin, 2011). Accordingly, the relationship between ownership 

structure and corporate sustainability can better be explained given effective intellectual 

capital management.  

 

From the perspective of Resource-Based View (RBV) theory, companies need to 

develop rare, valuable, non-substitutable and imitable resources to create a competitive 

advantage (Barney, 1991). For this to be achieved, companies have to improve their 

corporate governance system to foster a good relationship with their various 

stakeholders (Aras & Crowther, 2008). To effectively serve these needs via corporate 

sustainability disclosure, companies have to leverage their intellectual capital. Based 

on these rationale, this study aims to fill the gap by (i) examining the relationship 

between corporate governance mechanisms and sustainability disclosure as well as (ii) 
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determining the influence of intellectual capital on the relationship between corporate 

governance mechanisms and sustainability disclosure. 

 

1.3 Research Questions 

Based on the research problem discussed above, the following research questions are 

postulated for the guidance of the study: 

1. Do board characteristics influence companies’ sustainability disclosure? 

2. Do ownership structure influence companies’ sustainability disclosure? 

3. Do intellectual capital moderates the relationship between board characteristics 

and companies’ sustainability disclosure? 

4. Do intellectual capital moderates the relationship between ownership structure 

and companies’ sustainability disclosure? 

 

1.4 Research Objectives 

In pursuance of the above-stated research questions, the following research objectives 

are set out: 

1. To examine the relationship between board characteristics and companies’ 

sustainability disclosure. 

2. To examine the relationship between ownership structure and companies’ 

sustainability disclosure. 

3. To examine the moderating effect of intellectual capital on the relationship 

between board characteristics and companies’ sustainability disclosure. 

4. To examine the moderating effect of intellectual capital on the relationship 

between ownership structures and companies’ sustainability disclosure. 
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1.5 Scope of the Study 

This study investigates the practice of sustainability reporting among listed companies 

in Nigeria. Sustainability reporting is broudly classified by the GRI G4 guidelines to 

include economic, social and environmental reporting. The present study covers the 

social and environmental aspect of sustainability reporting among Nigerian listed 

companies. In otherwords, the study laid emphasis on the social and environmental 

aspect of reporting by companies listed on Nigerian stock exchange. Sustainability 

disclosure is the dependent variable, it is measured using a content analysis based on 

GRI G4 index. This index was previously applied by Sulaiman and Mohtar (2012), 

Haladu and Salim (2016), Dias, Rodrigues and Craig (2017). Corporate governance 

mechanisms are the independent variables. They are categorised under two main 

headings comprising board characteristics and ownership structure. Board size, board 

independence, board diversity and board meetings represent board characteristics. 

Management ownership, block ownership and foreign ownership were categorised 

under ownership structure.  

 

Intellectual capital is the moderating variable; it is measured based on a framework that 

categorised intellectual capital into internal, external and human capitals. The 

intellectual disclosure framework was first advanced by Sveiby (1997) and later 

customised to suit Nigerian context by Haji and Mubaraq (2012). However, the 

population of the study is the entire companies listed on the main market of NSE. The 

companies were categorised under 11 different sectors. The sectors include 

construction and real estate, agriculture and agro-allied, consumer goods and services, 

conglomerate, industrial goods, oil and gas, information and technology, healthcare 

services and natural resources. The study period spanned from 2010 to 2015. The source 
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of data for the study were companies’ annual reports, corporate sustainability reports, 

companies’ websites and Nigerian Stock Exchange fact book.  

 

1.6 Significance of the Study 

This study contributes to the body of knowledge theoretically, methodologically and 

practically.  

 

1.6.1 Theoretical Significance 

This study mainly examine the impact of corporate governance mechanisms on 

sustainability disclosure among Nigerian listed companies. The study also evaluate the 

moderating effect of intellectual capital on corporate goverance mechanisms and 

sustainability disclosure. This was achieved using two theoretical frameworks 

stakeholder theory and RBV theory. Stakeholder theory was applied to explain the 

effect of corporate governance mechanisms on sustainability disclosure. The 

moderating effect of intellectual capital on corporate governance mechanisms and 

sustainability disclosure was supported by RBV theory. Emphasis was laid on all 

companies listed on Nigerian Stock Exchange irrespective of their environmental 

sensitivity. Accordingly, the empirial evidence from the study has proven that most 

corporate governance mechanisms has significant positive impact on sustainability 

disclosure. The findings has also confirm the potential of intellectual capital in 

moderating the relationship between corporate governance mechanisms and 

sustainability reporting disclosure.  

 

Accordingly, this study’s finding has extend the relationship between corporate 

governance mechanisms and sustainability disclosure beyound what was document in 
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the extant literature. Specifically, most of the existing studies only examines the effect 

of corporate governance mechanisms on sustainability disclosure (Alfraih & 

Almutawa, 2017; Ezhilarasi & Kabra, 2017; Jizi, 2017; Khlif & Ahmed, 2016; Kilic, 

Kuzey & Uyar, 2015; Sadou, Alom and Laluddin, 2017; Scaltrito, 2016; Sundarasen & 

Rajangam, 2016).  Therefore, the present study has provided a new perspective by 

demostrating that intellectual capital can strengthen the relationship between corporate 

governance mechanisms and sustainability disclosure. Accordingly, the present study 

concludes that intellectual capital has a significant role to play in enhancing the 

disclosure of sustainability information through corporate governance attributes. 

Specifically, this study argues that intellectual capital strengthen sustainability 

disclosure through corporate governance elements. Lastly, the study extends the 

perspective of both stakeholder theory and resource-based view theory as underpinning 

theories in the study. More importantly, the study has overwhelmingly shows how RBV 

theory can explain the moderating effect of intellectual capital on the relationship 

between corporate governance mechanisms and sustainability disclosure.   

 

1.6.2 Methodological Significance 

The present study extends studies of prior researchers that concentrate only on the large 

or most actively traded stock by giving all listed companies an equal chance of being 

selected as sample. Also, the study extends previous literature which performed cross-

sectional studies by conducting a longitudinal study that involves data for six (6) years 

(2010-2015). The study provides a better understanding of how corporate mechanisms 

influence sustainability disclosure by considering all sectors irrespective of how 

sensitive their activities is to the environment. Similarly, the study also extends prior 

literature that utilises a single source of data (annual reports) for their study. The study 
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accomplished this by employing other competing sources of information such as stand-

alone sustainability reports, companies websites and fact books in addition to corporate 

annual reports.  

 

Additionally, the study extends prior research by analysing sustainability disclosure 

using a more recent framework (GRI G4 guidelines). This framework is anticipated to 

be a more comprehensive measure of sustainability disclosure. Finally, the study adds 

to the existing literature on sustainability disclosure by utilising sentence as a means of 

codifying content instead of word or page count. This measure was undertaken as 

sentence gives a much clearer meaning compare to individual words which might have 

a different meaning in different contexts (Milne & Adler, 1999).  

         

1.6.3 Practical Significance 

Overall, the findings have significant implications for corporate practice. Most 

importantly, corporate management, policymakers and regulatory bodies. One of the 

practical contribution of this study to companies’ management is that, the findings will 

englighten companies’ manangement on how board configurations and ownership 

structure impact their corporate reputation and sustainability initiatives. Therefore, this 

provides an opportunity for companies’ management to ascertain those corporate 

goverance elements that are likely to improve their sustainability disclosure practices. 

Another major practical significance of this research to corporate managements is that,   

the findings has shown the implication of corporate governance attributes on corporate 

sustainability disclosure. This therefore serve as a clarion call for companies to 

strengthen their companies’ goverance structure. Particularly, the need to effect new 

changes in board governance processes to enhance its functionality.  
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Also to companies’ management, the result of the study also prove the significance of 

companies’ intellectual capital in enhancing the disclosure of sustainability 

information. This serves as a basis for companies to carefully review their intellectual 

capital processes and procedures to enhance companies’ sustainability disclosure 

practices. Most importantly, companies’ management should put in place policies and 

initiatives that will reinforce their corporate governance structures to enhance 

sustainability reporting. Companies specifically those operating in the Niger Delta 

region of the country should practice appropriate sustainability reporting as it has been 

aclaimed that companies in those region commit an insignificant proportion of their 

resources to social responsibilities.  

 

The result of the study is also beneficial to Nigerian regulators and policymakers. 

Specifically, the Nigerian Stock Exchange and other sister agencies including the 

Central Bank of Nigeria (CBN), Financial Reporting Council of Nigeria (FRCN) and 

ministry of environment on the possible suggestion for strengthening the regulation of 

sustainability reporting in the country. Therefore, given the lack of a sole unified 

acceptable sustainability framework in Nigeria, this study is significant as it suggest to 

Nigerian policymakers to push for the adoption of the GRI sustainability disclosure 

framework among Nigerian listed companies. The GRI disclosure framework will 

guarantee uniformity in the country’s sustainability disclosure practice and also ensure 

that the practice meets a minimum threshold of reliability and relevance. 

 

Moreover, the findings of this study is equally significant as it suggest that Nigerian 

policymakers and regulators should enlighten companies on the need to improve their 

corporate reputation by enhancing their sustainability reporting initiatives. Specifically, 
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companies’ management should be aware that allocation of corporate resources to 

social needs is not expropriation, but an investment that will have a long-term economic 

benefits to the company. Similarly, Nigerian policymakers should persuade companies’ 

management to reflect their corporate sustainability initiative as part of their strategic 

component of their broader corporate strategy. This step is likely to improve their 

credibility and reputation and help persuade shareholders that the managers have their 

common interests at heart.  

 

Besides, the findings is significant as it suggest that Nigerian policymakers should 

introduce a stronger policy statements and actions that will compel companies 

conducting business in Nigeria to engage more in sustainability reporting. The study is 

also significant as it recommends that Nigerian policymakers to work in partnership 

with both the private and public establishments to create a database that will serve as a 

guide to organisations while preparing their sustainability reports. Above all, Nigerian 

policymakers should device varied means of fostering a culture of environmental 

consciousness among listed companies. This strategy is likely to alter corporate 

managers’ view towards sustainability issues as well as their corporate behaviour.  

 

1.7 Organisation of the study 

This present chapter contains the basic foundation of the study. The chapter begins with 

a general background of the study and closely followed by the presentation of the 

statement of the research problem. Here, the researcher outlined the salient issues both 

practical and theoretical that justify the study. Research questions and research 

objectives were enumerated, and consequently, the research scope and significance of 

the study were discussed. 
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Having presented the introductory aspect of the study, the next chapter (chapter two) 

focuses mainly on the review of the existing and relevant literature on board 

characteristics, ownership structure, and sustainability disclosure. Specifically, the 

chapter begins with an overview of sustainability reporting and subsequently followed 

by social and environmental aspects of sustainability disclosure. It also discusses 

sustainability in the context of Global Reporting Initiative (GRI). Similarly, the chapter 

highlights the practice of sustainability in Nigeria and in the country’s capital market. 

It also reviewed literature on the independent variables corporate governance 

mechanisms in relation to sustainability reporting. The moderating variable in the form 

of intellectual capital was also discussed in this chapter. 

 

Chapter three presents the theoretical background of the study. The chapter discusses 

the supporting theories which includes stakeholder theory and Resource Based View 

(RBV) theory. It also presents the research framework and the hypothesis development. 

 

Chapter four discusses the research method employed which includes the research 

design, data collection procedure, the population and sample size. It also discusses the 

operationalisation and measurement of variables. Additionally, the chapter explains the 

techniques for data analysis and also outlined the research models specified for the 

study. 

 

Chapter five present results and discussions of findings. These include the descriptive 

analysis, correlation analysis, discussion of key findings and the hypothesis testing.  
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Chapter six discusses the findings in chapter five. The chapter further highlights the 

contribution and implications of the study. Finally, limitations, recommendations for 

future research and a conclusion was provided at the end of the chapter.  
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CHAPTER TWO 

LITERATURE REVIEW 

 

2.0 Introduction 

The purpose of this chapter is to provide a preliminary background of the variables in 

the study and to review the relevant literature. In particular, the chapter provides an 

overview of sustainability reporting and its two main aspects social and environmental. 

The chapter highlights the practice of sustainability in the context of GRI, in Nigeria 

and the country’s capital market. The chapter also presents the review of related 

literature on corporate governance variables and sustainability reporting. It also 

discussed the moderating variable as well as the control variables. 

 

2.1 Overview of Sustainability Reporting  

Sustainability reporting is an on-going issue in today's business environment. The 

concept has generated a great deal of interest both in the world of business and academia 

(Deegan, 2002; Ioannou & Serafeim, 2014). Due to its appeal to the academic 

environment, sustainability reporting had been defined in various ways by different 

scholars. According to World Business Council for Sustainable Development 

(WBCSD), sustainability is the commitment of organisations to contribute towards 

sustainable economic development and to work with employees, families, local 

community and the larger society with the view to improve the quality of their life 

(Rahim, 2013). From the viewpoint of the GRI, it refers to the practice of measuring, 

disclosing and being accountable to both internal and external stakeholders on 

organisational performance from economic, social and environmental perspective 

(GRI, 2011a).  
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However, the definitions cited above are widely used in the academic literature, but the 

most renowned definition is the one conceptualised by the World Commission on 

Environment and Development (WCED) commonly refer to as the Brundtland Report 

1987. According to this report, sustainability refers to “meeting the needs of the present 

generation without compromising the ability of future generations to meet their own 

needs.” The Brundtland Report is considered as a turning point in the history of 

sustainability reporting. It is believed to be the first major international summit 

organised to raise awareness on the harmful effects of economic development on 

countries social and natural capital (Lefebvre & Philip, 2005).  

 

The conclusion reached at the end of the summit tagged “our common future” requires 

companies to behave in a more socially responsible manner and to also embrace the 

culture of managing resources not just for the well-being of the current period but future 

generation (Ping, 2012). Hereafter, the practice of sustainability began to receive 

greater attention. Companies began to demonstrate more commitment towards issues 

of sustainability. Over the years, the practice seems to have become virtually mandatory 

for most multinational companies irrespective of where they are operating around the 

globe (KPMG, 2011). 

   

Recently, the number of companies that engage in sustainable practices had increased 

massively. A recent survey by KPMG (2013) also highlights improvements in 

sustainability reporting practice. Specifically, findings from the study reveal that 

approximately 93 percent of the top 250 global companies produce sustainability 

reports in 2013 as compared to 35 and 45 percent in 2000 and 2002 respectively. This 

is an indication that sustainability disclosure practice has tremendously increased across 
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countries. As also evidenced by White (2005), who pointed out that, sustainability 

reporting has metamorphosed from being non-existing in the 80’s to being unusual in 

the 90’s and in 2000’s it is being expected by all large organisations.  

 

Based on the foregoing, it can be said that organisations no longer regard sustainability 

as an additional burden, but an effective tool for communicating companies’ social and 

environmental performance. Recently, companies have found the practice of 

sustainability to be a useful tool for driving innovations, gaining a competitive 

advantage and a strong mechanism for building a superior reputation (Bartlett, 2012; 

Sen, Bhattacharya & Korschun, 2006). In fact, companies nowadays viewed 

sustainability practice far beyond corporate social responsibility, they see it as a 

strategic lens through which they view businesses (KPMG, 2011). 

  

Despite the widespread of sustainability reporting practice across countries, it remains 

voluntary and virtually low in some institutional environment especially in developing 

nations (Fortanier, Kolk & Pinkse, 2011). According to Elijido (2004) and Alin (2012), 

the practice in such places is limited in standards and regulations. Therefore, companies 

in such jurisdictions indulge in their form of reporting on the basis of their policies and 

in line with the information content of their sustainability reports. This, therefore, 

accounts for a significant difference in the content and quality of sustainability 

reporting among organisations from different parts of the globe (Fortanier et al., 2011). 

 

Moreover, sustainability reporting encompasses two broad aspects of social and 

environmental. The social aspect of sustainability focuses mainly on the impact that an 

organisation has on the social systems within which it operates. This includes labour 
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rights and privileges, occupational and health safety, job security, customer safety, 

workforce diversity, community impact, child labour and human right (Lefebvre & 

Philip, 2005). However, environmental sustainability concentrates on the impact that 

organisations have on the living and inert natural systems which comprise of water, 

land, air and ecosystem (Lefebvre & Philip, 2005). Therefore, organisations are 

expected to disclose their land and ecosystem use, energy input, greenhouse gas 

emissions, air emissions, regulatory compliance and incidence reporting. 

 

Sustainability reporting is guided by various standards or frameworks that help 

companies in reporting broader sustainability issues. The most renowned frameworks 

are the AA1000 and the GRI guidelines (Sutantoputra, 2009). The AA1000 

sustainability guideline is an initiative of Institute of Social and Ethical Accountability 

(ISEA) an international not-for-profit organisation. The standard was established 

basically to foster greater transparency in corporate reporting and to assist organisations 

integrate their stakeholder engagement into their daily activities (Aras & Crowther, 

2008). The standards are mostly influenced by the tenets of financial accounting. 

Therefore, the standards cover virtually all the aspiration and various needs of all 

stakeholders at different stages (Adams, 2004; Gobbels & Jonker, 2003).  

 

However, the Global Reporting Initiative (GRI) on its part developed related 

sustainability reporting guidelines mostly referred to as GRI-initiative. The guidelines 

are closely allied to the AA1000 standard but vary by focusing on specific aspects of 

social and environmental reporting processes (Aras & Crowther, 2008) The GRI 

guideline is perceived as a de-facto standard for designing a sustainability report 

(KPMG, 2011). The guidelines cover virtually all the mentioned labels on respective 
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reports. The GRI is regarded as the most relevant institution in the context of 

sustainability reporting (Moneva, Archel & Correa, 2006). According to Waziri and 

Masud (2012), GRI guideline is the supreme global tool for assessing the practice of 

sustainability among companies from a wide range of industries. 

 

Nevertheless, it should be noted that sustainability disclosure is often used and 

discussed in the current corporate reporting literature using other expressions such as 

sustainability disclosure, voluntary disclosure, corporate social responsibility, 

corporate social disclosure, integrated reporting and environmental disclosure. 

Therefore, the present study used the expressions interchangibly in the course of 

reviewing the literature.  

 

2.1.1 Social Sustainability 

Corporate social sustainability has been a substantial subject of accounting research in 

the past few decades (Gray, Kouhy & Lavers, 1995). The term social sustainability 

often elicits several definitions among which are, McKenzie (2004) who defines 

corporate social sustainability as a life-enhancing condition within communities and a 

process within communities that can achieve that condition. Palich and Edmonds 

(2013) construe social sustainability as a process of creating sustainable, successful 

places that promotes the well-being, by understanding what people need from the places 

where they live and work. However, the GRI conceptualised social sustainability as a 

process of measuring and communicating information on the impact that an 

organisation has on the social system within which it operates (GRI, 2002). This 

includes information on employee’s welfare, human rights and other range of social 

issues that affect consumers, communities and other stakeholders of an organisation.  
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Social sustainability has been a very useful tool for companies’ sustainable 

development. It serves as a link through which companies enhanced communication 

with their various stakeholders  (Sawani et al., 2010). Social sustainability helps in 

creating credible relationships with various interest groups through the development of 

cooperative and caring relationships. It facilitates civil participation and also fosters a 

sense of mutual respect and safety among divergent stakeholders (Reynolds & Wong, 

2009). However, social sustainability disclosure focused more on the social impact of 

doing business. This implies that it strives to help in understanding and accounting for 

the significances of doing business on the social well-being of communities affected by 

the business. Therefore, the information obtained by companies through social 

sustainability will trigger action from companies to maintain and improve the social 

well-being for all (Murray, Dey & Lenzen, 2007).  

 

In the same line, social sustainability is perceived as multiple facets and therefore has 

implications for the whole organisation. This implies that it could be seen from two 

different perspectives, as an opportunity for businesses as well as an element that must 

be monitored and managed (Autogrill, 2008). From the viewpoint of employees, they 

seek better internal relations and also a career opportunity that will avail them the 

chance to balance their work and the family life. On the one hand, customers desire 

products that are functional and natural. They look forward to products or services that 

guarantee maximum satisfaction and pleasant purchase. Hence, the community will be 

eager to form part of organisations’ decisions that affect the environment.  

 

Social sustainability was often overlooked in favour of environmental sustainability in 

the past. This scenario is gradually changing due to increase in globalisation and 
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awareness creation among various stakeholders (KPMG, 2005). Organisations are 

increasingly being pressured to show some commitment towards social responsibilities. 

Various stakeholders expect organisations to disclose their social activities, especially 

as it relates to issues of labour management, society, human right and product 

responsibility (Sutantoputra, 2009). At the moment, organisations are moving at length 

to report their internal and external social impacts with the view to satisfy the need of 

the various users. Today, organisations dedicate a significant portion of their annual 

report and in some instances produce a standalone report to disclose their social 

performance.  

 

2.1.2 Environmental Sustainability 

Corporate environmental sustainability is an umbrella term that describes the various 

ways through which companies communicate information about their environmental 

activities to their various stakeholders (Pramanik et al., 2008). Environmental 

sustainability is recognised as an organisational commitment that involves preserving 

and protecting the natural environment using multi-dimensional characteristics. These 

include maintaining the quality of soil, air and water (Lober, Bynum, Campbell & 

Jacques, 1997). Environmental sustainability focused on several environmental 

performance components comprising of resource conservation, energy conservation, 

pollutant minimisation and waste reduction.   

 

The concept of environmental sustainability had been on the agenda of corporate bodies 

in the past 50 years (Uwuigbe & Egbide, 2012). Since then, deliberations were made at 

different period to advance the course of environmental sustainability practice. A 

serious discussion was held at a summit in Stockholm in 1972 which brings together 
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all head of states across the world to discuss environmental issues confronting the entire 

universe. This period signifies a turning point in the history of environmental 

sustainability. Therefore, the conclusion reached at the summit translates to what is 

popularly referred to as United Nations Environmental Programme (UNEP) aimed at 

combating environmental problems (Baba, 2013). From this period, environmental 

issues began to receive more attention. Stakeholders ask for more transparency and 

accountability in companies’ environmental disclosure. 

 

However, environmental sustainability becomes more popular in the early 90’s and 

therefore gained rapid acceptance (ACCA, 2004). The emergence of environmental 

reporting in the 90’s marked an important development not just in terms of 

environmental management, but also for overall corporate governance purposes. 

Recently, the practice of environmental reporting had gained much prominence within 

the financial reporting community. It has become a worldwide phenomenon among 

companies specifically high profile companies and those identified to be 

environmentally polluting (Pramanik et al., 2008).  

 

At the moment, environmental disclosures are made mandatory in many countries 

including United States (US), United Kingdom (UK), Finland, Denmark, Norway, 

Korea, Japan, France and Canada (Ernst & Young, 2013). In fact, in some of these 

countries, a more comprehensive sustainability reporting requirement are extended. For 

instance, Sweden government have extended requirements for mandatory 

environmental reporting to state-owned enterprises. Meanwhile, Norway has passed 

legislation that requires large companies to report how they integrate their 

environmental responsibility into their business strategy. In Europe, a proposal for a 
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new regulation on environmental reporting is under review. The new regulation will 

require companies with a net turnover of over €40 million or a balance sheet that 

exceeds €20 million to report on their environmental commitments including anti-

corruption and human rights. This regulation if adopted will affect approximately 

18000 companies in Europe (Ernst & Young, 2013).    

 

Despite the success recorded in contending environmental problems in the developed 

world, it remained a major issue in developing nations. In Nigeria, issues such as 

environmental degradation, gas flaring, indiscriminate discharge of gases and toxic 

waste and other forms of environmental pollution had been a major talk in pages of 

newspapers, magazines, bulletins and economic literature (Oba & Fodio, 2012). A 

concern from both the society and the business community on environmental issues has 

been on the rise. Even at that, it is still believed that adequate measures had not been 

taken to strike a balance between developmental objectives and the desire to maintain 

environmental quality (Oba & Fodio, 2012). 

 

 As evidenced by unwarranted social and economic changes taking place specifically 

in the Niger-Delta region of the country where social unrest had been institutionalised 

among the youths due to rising levels of environmental degradation and other range of 

environmental pollutions (Oba & Ibikunle, 2015). Therefore, to reduce the growing 

level of environmental problems in Nigeria, companies are required to reflect such 

increasing concern on the environment in their annual report or as a discrete report 

(Uwuigbe & Egbide, 2012). 
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2.2 Sustainability Reporting in Context of Global Reporting Initiative 

The GRI is regarded as an independent institution with a multi-stakeholder process. Its 

main duty is to develop and circulate sustainability reporting guidelines that are 

globally applicable (GRI, 2002). The GRI was established in 1997 and becomes 

independent in the year 2002. The organisation has representatives from accountancy, 

business, research, investment, human rights, environment and labour organisations 

(Weber, Koellner, Habegger, Steffensen & Ohnemus, 2005). Therefore, the reason 

behind the creation of GRI is to establish an accountability mechanism that will ensure 

that companies follow a standard principle in reporting their social and environmental 

processes. 

 

However, GRI pioneered the development of a comprehensive sustainability reporting 

framework that is widely utilised around the world (Andelin, Kyro & Sarasoja, 2013). 

It provides a metric for measuring and reporting social and environmental performance 

of companies regardless of size, sector or location. As far back 2008, there were about 

905 organisations all over the world that registered with the GRI as guideline users 

(Christofi, Christofi & Sisaye, 2012). Therefore, if a company choices to adopt the GRI 

guidelines as a platform for its sustainability reporting, it is required to inform the GRI 

after issuing its first sustainability report. Such company is required to provide a copy 

of its sustainability report to the GRI. Also, the company is obliged to register the report 

on the online database of GRI and equally to request GRI to check its self-declared 

application level (GRI, 2011b). 

 

Therefore, the level of adherence to the GRI standards is monitored under three levels 

of application. The criteria for each level depends on the extent of companies’ 
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application of GRI reporting framework. The level ranges from “A” for advanced 

reporters to “C” for beginners. Upward graduation at any of the levels is denoted with 

additional “+” sign which implies that an external auditor has certified a company's 

report (Christofi et al., 2012). The aim of classifying the level of reports as outlined 

above is to guide a qualitative analysis of different reports. In this way, a company on 

its own can be able to explain the extent its report meet the criteria of the GRI 

framework (GRI, 2011b).  

 

Nevertheless, GRI has recorded tremendous success over the years.  Its framework is 

the most widely adopted globally given that it provides a unified standard format for 

reports to be assessed and compared (Ernst & Young, 2013). The guidelines are 

designed to harmonise with similar sustainability reporting standards such as UN 

Global Compact, AA1000 sustainability guidelines, ISO 26000 and OCED guidelines 

for multinational organisations. At the moment, GRI has a strong relationship with the 

United Nations Environmental Programme (UNEP) and co-operation with the UN 

Global Compact (Weber et al., 2005).  

   

2.3 Sustainability Reporting in Nigeria  

The concept of sustainable development is assumed to reflect the social and 

environmental spheres. While at the corporate level, these spheres are incorporated 

within the principle of good corporate governance which comprises of the element of 

accountability, equity and transparency (Nhamo & Inyang, 2011). As an emerging 

phenomenon, sustainability reporting is viewed at global, continental, national and 

company level. In Nigeria, sustainability reporting is a voluntary initiative put in place 

by companies via their corporate self-regulation (Waziri & Masud, 2012). Although in 
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recent years, there is the emergence of multi-stakeholder initiatives where multilateral, 

NGO’s and other concern organisations encourage companies to partake in the scheme. 

These organisations developed social and environmental standards, promote social and 

environmental reporting and auditing, encourage stakeholders’ dialogue and certify 

good practices (Adeyinka, 2004). Also, there exist some globally accepted 

sustainability guidelines to be followed. These include the Global Reporting Initiative 

(GRI), AA1000 sustainability guideline and UN Global Compact.  

 

Despite the effort of these stakeholders, the practice in Nigeria lacks behind in standards 

and legislation that will encourage companies to disclose their sustainability 

engagements. As such, Nigerian companies see sustainability activities as a 

philanthropic gesture instead of a wider level of accountability and transparency to 

stakeholders (Ofose, 2014). Therefore, the lack of a strong regulatory framework in 

Nigeria is hampering the growth and development of sustainability practice from being 

a key element of business accountability. For these reasons, stakeholders scored Nigeria 

very low regarding compliance with the standard for sustainability reporting practice. 

Specifically, Nigeria accounts for two (2) percent in compliance with GRI-based 

reports in Africa (Ademigbuji, 2014). Therefore, to leverage the negative perception of 

sustainability practices in Nigerian business environment, the ISO 26000 guidelines 

were adopted in the year 2013. This step was taken to ensure efficient documentation 

of charity and philanthropic activities in social reports of Nigerian companies in line 

with global best practices.  

 

In the same line, a proposal for the establishment of corporate social responsibility bill 

was sent to the country’s national assembly for consent in the year 2008. Specifically, 
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the Bill seeks to establish a corporate social responsibility commission whose primary 

responsibility will include formulation, implementation and supervision of sustainable 

activities across the country. Also, the Bill seeks to surcharge two (2) percent of 

companies profit as charges for corporate social responsibility. Consequently, the Bill 

was declined on the ground that, corporate social responsibility is voluntary in many 

parts of the world and Nigeria should not be an exception. Secondly, making corporate 

social responsibility a compulsory routine will amount to additional taxation on 

companies (Oserogho, 2008). 

 

Therefore, despite the voluntary nature of sustainability reporting in Nigeria, 

organisations such as Nigerian Extractive Transparency Initiative (NEITI) were 

established mainly to improve sustainability reporting performance in extractive 

industries. The main mandate of NEITI is to promote transparency and accountability 

in the management of Nigeria’s mining revenue and to ensure extractive resources aid 

sustainable development. Therefore, the creation of NEITI is intended to serve as a 

milestone in ensuring good sustainability reporting in Nigeria.  

 

A similar move is the recent reforms and development of sustainability reporting taking 

place in Nigerian banking sector. This is evidenced by the recent pronouncement of the 

Central Bank of Nigeria (CBN) which issued a circular on March 6, 2014, to banks and 

other related financial institutions informing the organisations on the commencement 

of sustainability reporting. The CBN further requires the organisations to comply with 

the Nigerian Sustainable Banking Principles (NSBP) by submitting their first quarterly 

report not later than July 7, 2014. The second quarterly report not later than October 7, 

2014, and the third quarterly report not later than January 7, 2015 (Udunze, 2014). 
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All of the above steps were undertaken to deepen and regulate the practice of 

sustainability within Nigeria’s business environment. Notwithstanding, the practice 

remains primordial and virtually low among corporate organisations (Baba, 2013). 

This, therefore, accounts for the increasing slowness in the number of companies that 

substantially engage in sustainability reporting. Also, it provide an opportunity for 

Nigerian companies to abuse the weaknesses in relevant laws that affect sustainability 

practices in Nigeria. This in turn significantly affect the environment and well-being of 

people in the country (Adeyemi & Ayanlola, 2015). 

  

2.4 Sustainability Reporting in Nigerian Capital Market 

The Nigerian Capital Market was established in 1960 as a mutual company with barely 

19 listed securities when it commenced operation in 1961. As of 30th September 2013, 

the Exchange can boast of having over 200 listed securities for trading with a total of 

N11.66 trillion ($ 75.06 billion) market capitalisation (NSE, 2013). Over the years, the 

transformation journey of the exchange had led its management to initiate reforms that 

take hold of the Nigerian business environment. This includes a growth-enabling 

market structure, targeted business development efforts, stringent regulatory 

environment, modern technology initiatives, investors protection programmes, 

improved operating efficiency and market development (Abiodun, 2016) 

 

However, the transformation journey has led to the establishment of measures that are 

intended to align companies’ initiatives with the global best practices based on the 

current trends in responsible finances and changes in the microenvironment (NSE, 

2014). Among the measures is the establishment of a corporate social responsibility 

unit in the year 2013 as a strategic institution. Also, the NSE despite not introducing 
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voluntary guidelines or mandatory requirements provides support on sustainability 

issues. Similarly, in October 2013 the exchange joined the United Nations Sustainable 

Stock Exchange Initiative. An organisation that is working towards exploring how 

exchanges around the world can work with companies, investors and regulators to 

enhance corporate transparency and deepens sustainability issues (SSE, 2013).  

 

The efforts deployed by the exchange also led to the recent release of its first 

sustainability report in the year 2015. The release of the sustainability report is an 

indication of exchange’s commitment to expand stakeholders’ engagement and 

increase disclosure. The report covers four key areas consisting of marketplace, 

community, workplace and environment. Regarding marketplace, the exchange 

provides a platform for promoting a market-based approach to social and environmental 

initiatives. Contributions to communities to positively impact lives were imperative. 

The exchange also duels on harnessing skills, talent and well-being of people in 

facilitating diversity in the corporate workplace. Hence, the reduction of environmental 

impact is equally paramount in its derive to achieve a sustainable business (NSE, 2014). 

 

Moreover, the journey of building a sustainable business through responsible and 

inclusive investment and financial services was continued by the NSE. This was 

evidenced by the launching of an Alternative Securities Market (ASeM) which is a 

specialist board with the responsibility of listing of SME’s. Similarly, the NSE had 

entered into a partnership with the GRI to develop sustainability disclosure guidelines 

for the exchange. Also, the exchange had signed the UNGC call to action which is an 

anti-corruption and a global development agenda (Abiodun, 2016). 
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2.5 Corporate Governance Practice 

The determination of companies’ corporate governance structure in each country 

depends on the legal and regulatory framework outlined in the rights and 

responsibilities of that country. Therefore, this account for differences in countries 

corporate governance structures which is based on certain characteristics or constituent 

elements. In the Anglo-American countries such as US, UK, Canada, New Zealand and 

Australia, the governance practice is a unitary system (one-tier system) that places 

corporate boards as the highest governing body in a company. The governance structure 

is one that shareholders depend heavily on the action of managers who are vested with 

the responsibility of control over their corporation and assets. Despite the power vested 

in managers, the governance structure is well-developed with a legal framework that 

defines the rights and responsibilities of directors, management and shareholders.  

 

In Franco-German countries such as Germany, Netherlands, Switzerland, Austria, 

Sweden and Japan, the corporate governance system is widely referred as a two-tier 

board model. In these countries, the corporate governance system exists to serve the 

interest of several stakeholders instead of shareholders and is more prominent in 

Germany and Japan. Therefore, the main focused of this governance system is on long-

term industrial strategies that are backed by stable capital investment and enduring 

network of relationship between shareholders, banks and families. However, companies 

in these countries are required to have dual boards. The supervisory board, responsible 

for strategic decision making and also a managerial board that is saddled with the 

responsibility of executing the day-to-day corporate strategies. 
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In Nigeria, corporate governance practice was given less emphasis prior to1999 despite 

much efforts by several stakeholders to institutionalised sound corporate governance 

system in the country (Ilori, 2012). Therefore, the renewed interest in Nigerian 

corporate governance may perhaps be attributed to the change in government from 

military rule to civilian rule in the year 1999. The return to civilian rule alters the 

general feelings about the political environment in the country. Expectations were high 

and the need for a total reform in the country’s socio-political environment was pressing 

(Ilori, 2012).  

 

Therefore, as part of the reforms embarked by the Obasanjo-led civilian government 

(1999-2007) is the constitution of a committee chaired by Mr. Peterside Atedo to review 

the corporate governance system in the country. Consequently, the committee 

submitted its report and this led to issuing of Nigerian corporate governance code in 

2003. The code was developed mainly to instil basic corporate governance in 

accordance with the general global best practices. The code concentrates more on the 

role of boards and management, the rights and privileges of shareholders and also the 

role of the audit committee in the corporate governance process.  

 

Before the introduction of Nigeria’s corporate governance code, the Companies and 

Allied Matters Act (CAMA, 1990) was in existence and thus regulate the relationships 

between the boards, management and shareholders. The Act guides the formation of 

corporate entities and also set the structure and time for corporate governance. Over 

time, the Act became obsolete and was not effective in fostering sound corporate 

governance practice in Nigeria. Being that, the prescriptions in the code were unclear 

and as such result in systematic governance problems (Oba & Fodio, 2012). In 2008, 
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the federal government noticed the deficiency in the existing 2003 code of corporate 

governance. It observed that the code is no longer adequate in addressing the emerging 

corporate governance challenges confronted by corporate bodies in the country (Ofo, 

2011). As such, the federal government through Security and Exchange Commission 

(SEC) inaugurated a national committee to review the 2003 code of corporate 

governance and address its weaknesses and improve mechanisms for its enforceability 

(Oba & Fodio, 2012). Mr M. B. Mahmoud headed the committee.  

 

The committee’s after much consultation with several stakeholders including 

regulatory bodies submitted its report. This process later translates to the establishment 

of a code of corporate governance for public entities in 2011. The code was issued 

mainly to serve as the minimum corporate governance standard expected of a public 

company in Nigeria. The code was developed with the intention to align Nigerian 

corporate governance standard with the international best practices. It is arguably the 

most comprehensive regulation of corporate governance in Nigeria. It has been praised 

for being capable of deepening corporate governance practice in the country (Ofo, 

2011). 

 

However, aside from the corporate governance code 2011, other three industry-specific 

corporate governance codes were established. These include the corporate governance 

code for bank. CBN issued the Code after the post-consolidation of banks in 2006. The 

code applies to all banks conducting business in Nigeria. Others include the corporate 

governance code for Nigerian insurance industry 2009. The code was developed by the 

National Insurance Commission (NAICOM). The code applies to all insurance and 

reinsurance companies in Nigeria. Finally, a code was also issued for licensed pension 
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operators. National pension commission issued the code in the year 2008; it applies to 

all Nigerian pension fund administrators and pension fund custodians. 

 

2.6 Board Characteristics  

In the past, many have been insinuating that the role of corporate boards has been 

passive as such they function as a mere rubber stamp (Fama & Jensen, 1983). Over time 

this notion has change specifically due to corporate governance scandals which has led 

to the enactment of Sarbanes-Oxley Act. This Act focused more on governance of 

corporate boards thereby forcing their increasingly active roles (Walls & Hoffman, 

2013). The change in organisations’ corporate governance is also noticed in their social 

and environmental sustainability where the board of directors can be held accountable 

for inability to adhere to environmental rules (Schultz, Mouritsen & Gabrielsen, 2001).  

 

However, the board of directors is a group of diverse individuals in an organisation 

whose responsibility is to ensure the alignment of both shareholders and managers 

interest and to remove or discipline ineffective management teams (Park & Shin, 2004). 

Board of directors is regarded as the main governing body in a company. It constitutes 

an integral part of corporate governance framework and therefore considered as part of 

organisation’s inner circle. Corporate board act as an entity that is responsible for 

safeguarding stakeholders’ interests in a company (Hill & Jones, 1992). Board of 

directors is empowered basically to monitor and actively control the behaviour of top 

management (Hillman & Dalziel, 2003; Janggu et al., 2014). Boards monitor the 

decisions and behaviours of top management by performing some specific tasks which 

include monitoring company’s strategic implementation and performance, monitoring 
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the performance of the CEO and also determine his compensation (Hillman & Dalziel, 

2003). 

 

Board of directors usually comprises of people with proven integrity and high sense of 

judgment. They are expected to have good educational background, skills and expertise 

to enhance policies, decision making, social and environmental strategy at board level 

(Mackenzie, 2007). They bring in new ideas and encourage accountability and 

improved corporate strategy (Arfken, Bellar & Helms, 2004). Boards of directors are 

expected to formulate policies and strategies not for the sole benefit of shareholders, 

but for the interest of all stakeholders. Hence, they are required not just to focus on the 

traditional ideology of creating economic value but rather device means of dealing with 

today’s broader business ideals that incorporate social responsibilities (Lorenzo & 

Sanchez, 2010). Accordingly, board characteristics is represented in this study as board 

size, board independence, board diversity and board meetings. Each variable is 

discussed in relation to sustainability disclosure in the next sub-sections.  

 

2.6.1 Board Size and Sustainability Disclosure 

Corporate board is the highest decision body in an organisation that acts as the ultimate 

internal monitor that ensures well-governed and well-functioning corporation (OECD, 

2011). Board size is a characteristic of corporate board that relates to the number of 

directors on board. It is viewed as an integral part of board process that influences the 

effectiveness of the board. A well-structured board with an appropriate number of 

directors tends to be more effective in monitoring management and in enhancing 

shareholders value (Kumar & Singh, 2013). However, recent debates on board structure 

usually centred on what constitutes an optimal board size.  According to the supporters 
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of smaller board size, they contend that smaller boards are more effective, easy to 

manage, facilitate effective communication and also minimise potential 

misunderstandings among directors (Alzoubi & Selamat, 2012; Jizi, Salama, Dixon & 

Stratling, 2014). They equally stress that smaller board size has greater flexibility, more 

accountability and is synonymous with administrative efficiency.  

 

In contrast, supporters of larger board size maintain that large boards play a critical role 

in monitoring and dealing with strategic decisions. They argue further that, larger board 

leads to increase diversity in board expertise and is unlikely to be dominated by 

company’s management (Fauzi & Locke, 2012). Meanwhile, the influence of board 

size on board effectiveness has been a controversial issue similar to the view of various 

researchers (Sanchez, Dominguez & Alvarez, 2011). Earlier studies to investigate the 

effect of board size on board effectiveness were Lipton and Lorsch (1992) and Jensen 

(1993). Thereafter, many studies were conducted to establish whether relationship exist 

between board size and sustainability reporting (Akhtaruddin, Hossain, Hossain and 

Yao, 2009; Cheng & Courtenay, 2006; Esa & Ghazali, 2012; Kilic et al., 2015; Lim, 

Matolcsy & Chow, 2007; Lorenzo & Sanchez, 2010; Rao et al., 2012; Uwuigbe, 

Egbide, & Ayokunle, 2011). Most of the studies found a positive relationship between 

board size and sustainability disclosure. However, some studies counter the positive 

notion to documents a negative relationship between the two variables. Others studies 

found no relationship in any way between the two variables. 

 

For example, Rao et al. (2012) conducted a study to investigate the influence of board 

size on environmental disclosure among top 100 Australia companies. Regression 

result reveals that board size is positive and significantly related to environmental 
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disclosure. A related study conducted on large Korean listed firms by Chang, Oh, Jung 

and Lee (2012) equally reveal that board size has a significant positive relationship with 

companies’ social performance. Also, a study conducted on top 100 listed Malaysian 

companies by Sadou et al. (2017) indicated that larger board size disclosed significantly 

more Corporate Social Responsibility (CSR) information. The result of this study 

supported the popular view that a large board is likely to have a variety of ideas and 

experiences which will lead to incorporation of better social activities. However, the 

above-reviewed studies were not without limitations as they concentrate on only large 

companies (top listed companies) without including small or medium companies in 

their sample. Also, the studies only utilise annual report as a source of data without due 

consideration to other sources of information such as stand-alone reports or corporate 

websites.  

 

Moreover, a study of 40 listed companies in Nigeria by Omobola and Uwuigbe (2013) 

also observes a significant positive relationship between board size and companies’ 

social and environmental disclosure. The study claims that pluralism in the corporate 

boards will likely stimulate environmental attention. Therefore, the larger the number 

of board members, the higher the tendency for companies to provide environmental 

reports. In another study, Lone, Ali and Khan (2016) investigates the possible effect of 

changes in companies’ social disclosure after the introduction of CSR voluntary 

guidelines in 2013 by Pakistan Security and Exchange Commission. Accordingly, 

board size was found to be a significant predictor of companies’ social disclosure. 

Taken together, while the above studies had made substantial contributions to corporate 

governance-sustainability literature, the studies were not without limitations. Their 
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findings were based on a sample size that is assumed to be relatively small. Hence, the 

results may not adequately represent the entire population in the market.   

 

In another study, Esa and Ghazali (2012) included 27 government link companies in 

Malaysia to examine the relationship between board size and sustainability disclosure. 

The result showed that board size has a positive and significant influence on corporate 

sustainability disclosure.  However, the study claims that the positive result found was 

largely influenced by the implementation of Silver Book in 2006. With this 

promulgation, companies voluntarily disclosed more sustainability information which 

implies heavy investment in social and environmental initiatives. Meanwhile, the study 

has some limitations as it only focused on annual reports of Government Link 

Companies (GLC) without considering other sources of CSR information such as 

companies’ stand-alone reports or companies’ brochures. Also, the study focuses only 

on GLCs who are under the control of the government and also considered as large 

companies. This suggested that the cost and the pressure faced by such companies may 

not be similar to other listed companies. Hence, the finding from the study may not be 

generalised to all Malaysian listed companies. 

 

Villiers, Vic and Staden (2011) employed a cumulative measure from the Kinder, 

Lydenberg and Domini (KLD) database to investigate the relationship between board 

characteristics and strong firm environmental performance. The result evidence a 

positive relationship between the two construct. Accordingly, the study affirms that a 

larger board have greater tendency to include a director or some directors that are 

exposed to the effect of environmental factors on stakeholders. Therefore, directors 
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with such experience are likely to counsel their counterparts in the boardroom regarding 

opportunities and challenges of environmental concerns.  

 

Relatedly, Trireksani and Djajadikerta (2016) study showed a significant positive 

relationship between companies’ governance mechanisms and environmental 

disclosures among listed mining companies in Indonesia. However, this study was 

limited as it only considered annual reports as its only source of data. Also, the study 

used companies data from a single sector (mining sector), this account for the relatively 

small sample employed for the study. Accordingly, the study suggests future research 

to conduct an in-depth analysis of other sectors in the market with the view to provide 

a more profound understanding of this relationships. 

    

Besides, Akhtaruddin et al. (2009), Siregar and Bachtiar (2010), Ahmed and Ghazali 

(2013), provide evidence to support a significant positive relationship between board 

size and sustainability disclosure. This result goes to show that, board size is an 

effective governance mechanism for enhancing companies’ transparency and 

disclosure. Therefore, a higher number of directors signifies companies’ capacity to 

influence managers toward improving the disclosure of sustainability information in 

companies’ annual reports. However, these studies only consider data for a single year. 

As such, the studies recommend future research to conduct a longitudinal study to 

assess the trends of corporate governance-voluntary disclosure relationship over time. 

Given that if multiple years are considered the results may likely differ across different 

years. 
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Moreover, there are also studies that found an inverse relationship between board size 

and sustainability disclosure. This category of studies contends that larger boards are 

synonymous with poor monitoring and communication. Hence, contribute to low 

disclosure of sustainability information (Ntim & Soobaroyen, 2013). This, therefore, 

suggests that, companies with large board size are less likely to engage in sustainability 

disclosure as compared to companies with smaller board size. A study of 283 

companies listed on Financial Times Stock Exchange (FTSE) global equity index series 

in the US by Lorenzo and Sanchez (2010) found an inverse relationship between board 

size and voluntary disclosure of information on climate change. The result of the study 

makes it clear that members of corporate boards focused more on the traditional 

responsibility of economic value creation rather than dealing with today’s broader 

business perspectives that includes social responsibilities. 

 

In Nigeria, Uwuigbe et al. (2011) utilise a rating scheme known as Kinder Lydenberg 

Domini (KLD) to investigate the effect of board size on companies’ environmental 

disclosure. A total of 40 companies that are directly or indirectly contributing to 

environmental pollution were selected as sample. The study period lasted from 2006-

2010. The research proposition was subsequently tested using simple regression 

analysis. The result indicates that board size is significant and negatively related to 

environmental disclosure. However, the study is limited as it only considered 

companies that are assumed to be environmentally polluting neglecting other 

companies in the market. 

 

Conversely, literature has also documented an insignificant relationship between board 

size and sustainability disclosure. This implies that board size is not related to 
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sustainability disclosure. For instance, Cheng and Courtenay (2006) underscore the 

effectiveness of board on voluntary disclosure under a disclosure-based regime. 

Findings from the study indicate an insignificant relationship between board size and 

voluntary disclosure. The insignificant result observed in this study is an indication that, 

companies react more to changes in regulatory regime rather than increase in board size 

as regard voluntary disclosures.  

 

In another study, Lim et al. (2007) reported that board size has no bearing on both 

financial and non-financial information disclosed by companies. However, the study 

utilises information from only annual reports despite annual reports not being the only 

means of signalling to the investment community. The study, therefore, recommend the 

use of other competing sources of information such as stand-alone reports, press 

releases, internet in future studies. Kilic et al. (2015) examine the effect of board 

structure on companies’ social disclosure by Turkish banks. The study maintains that 

despite the relevance of board size on corporate social reporting, the effect of board size 

might be reverse after reaching a certain point, which implies that a board may lose its 

efficiency when it is too large.  However, the study is also not without limitations as it 

only concentrates on a particular sector (banking sector) with virtually little sample as 

low as 25 companies.    
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Table 2.1  

Summary of Study for Board Size and Sustainability Disclosure 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

1 Rao et al. 

(2012) 

Top 100 

Australian 

listed firms 

(Australia) 

Board size                                      

Board independence                             

Institutional 

ownership                        

Proportion of 

female directors 

Extent of 

environmental 

reporting 

Board size is 

positively 

associated with 

environmental 

disclosure 

2 Esa and 

Ghazali (2012) 

27 

Government 

link 

companies 

(Malaysia) 

Board size                                       

Board independence                      

Company size                                   

Profitability                                

Leverage 

Extent of CSR 

disclosure 

Board size is 

positively 

associated with 

extent of CSR 

disclosure 

3 Akhtaruddin et 

al. (2009) 

105 

Malaysian 

companies 

(Malaysia) 

Board size                                      

Independent non-

executive directors 

Outside share 

ownership                   

Family control                                       

Audit committee 

size 

Extent of 

voluntary 

disclosure 

Larger board is 

associated with 

more voluntary 

disclosures 

4 Lorenzo & 

Sanchez 

(2010) 

283 

companies 

listed on 

FTSE global 

equity index 

series (US) 

Board size                                      

Board independence                                       

Dual leadership                                            

Board with female 

directors                        

Board ethnicity 

Extent of 

voluntary 

disclosure of 

information on 

climate change. 

Board size has a 

negative 

relationship with 

voluntary 

disclosure of 

information on 

climate change. 

5 Uwuigbe et al. 

(2011) 

40 listed 

firms 

(Nigeria) 

Board size                                                                          

Board independence 

Corporate 

environmental 

disclosure 

Larger board size 

has a negative 

impact on 

environmental 

disclosure of 

companies 

6 Cheng and 

Courtenay 

(2006) 

104 listed 

firms 

(Singapore) 

Board size                                              

Board independence                         

Board with majority 

of independent 

directors Board 

with majority of 

gray directors 

Board with majority 

of exe. directors    

CEO Duality 

Level of voluntary 

disclosure 

The study observed 

an insignificant 

relationship 

between board size 

and level of 

voluntary 

disclosure. 

7 Lim et al. 

(2007) 

181 listed 

companies 

(Australia) 

Board size                                              

Board independence 

Extent of 

voluntary 

disclosure 

Board size not 

significantly related 

to extend of 

voluntary 

disclosure 

8 Kilic et al. 

(2015) 

25 banks 

(Turkey) 

Bank size                                        

Ownership 

diffusion                         

Board size                                           

Board independence                        

Board diversity 

CSR disclosure Board size is not a 

significant 

determinant of CSR 

disclosure 
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Table 2.1 (Continued) 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

9 Ahmed and 

Ghazali 

(2013) 

76 Shari'ah 

compliant 

listed 

companies 

(Malaysia) 

Board size                                              

Board independence            

Concentration 

ownership             

Director ownership            

Government 

ownership 

Quality of 

corporate 

voluntary 

disclosure 

Board size is 

significant in 

explaining the 

quality of 

corporate 

voluntary 

disclosure  

10 Lone et al. 

(2016) 

50 listed 

companies 

(Pakistan) 

Board size                                              

Board independence                     

Board Diversity                                   

Different sectors                           

Security and Exchange 

guidelines 

Extent of CSR 

disclosure 

Board size 

positively affect 

the extent of CSR 

disclosure  

11 Sadou et al. 

(2017) 

71 listed 

companies 

(Malaysia) 

Board size                                              

Board independence            

Concentration 

ownership             

Director ownership            

Government 

ownership 

Extent and 

quality of the 

CSR disclosure 

Board size 

positively affect 

the extent of CSR 

disclosure  

12 Siregar and 

Bachtiar 

(2010) 

87 listed 

companies 

(Indonesia) 

Board size                                              

Foreign ownership                             

firm size                                        

profitability                                     

leverage 

Corporate social 

reporting 

Board size is 

positively related 

to CSR, Board has 

a non-linear 

(quadratic and 

concave) 

relationship with 

CSR 

13 Villiers et al. 

(2011) 

1216 firms                 

(US) 

Board size                                              

Board independence                       

CEO duality                                  

Multiple directorship                         

CEO of other firms on 

the board                                

Directors shareholding            

Lawyers on the board            

Concentration of 

Directors appointed by 

CEO                                   

Environmental 

performance 

Board size has a 

significant positive 

relationship with 

environmental 

disclosure  

14 Trireksani & 

Djajadikerta 

(2016) 

38 listed 

mining 

companies                 

(Indonesia) 

Board size                                              

Board independence                     

Board Diversity                                    

Extent of 

environmental 

disclosure 

Board size has a 

significant positive 

relationship with 

environmental 

disclosure  

15 Chang et al 

(2012) 

180 listed 

firms 

(Korea) 

Board size                                              

Firm size                                                

Firm age                                            

Leverage                                           

Outside directors 

representation                                           

Corporate social 

performance 

Board size has 

significant positive 

influence on 

corporate social 

performance   

16 Omobola and 

Uwuigbe 

(2013) 

38 listed 

companies                 

(Nigeria) 

Board size                                              

Board independence                       

CEO duality                                              

Audit size      

Corporate social 

and 

environmental 

disclosure index 

Board size has a 

significant positive 

relationship with 

environmental 

disclosure  
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2.6.2 Board Independence and Sustainability Disclosure 

In general terms, the strength of board of directors is closely linked with the degree of 

independence of its members (Kang, Cheng & Gray, 2007). An independent board is 

one that has majority number of independent directors who are assumed to be less 

affiliated with a top executive of an organisation and also have a minimal conflict of 

interest in the organisation they are serving (Koerniadi & Tourani, 2012). Board 

independence is seen as a significant attribute of corporate governance and a 

mechanism for monitoring activities of management (Fama & Jensen, 1983). 

According to Fama (1980), the existence of independent directors on a corporate board 

serves as a tool for monitoring actions of executive directors. It also ensures that 

executive directors are pursuing programmes and policies that are consistent with the 

interest of shareholders. Therefore, a board with a greater percentage of independent 

directors put forth more pressure on management to disclose adequate information, 

thereby reducing agency costs (Ghazali & Weetman, 2006).  

 

However, empirical studies on the relationship between the proportion of independent 

directors and sustainability disclosure were mixed. While an appreciable number of the 

studies support a positive association between board independence and sustainability 

disclosure, others found a negative or no relationship. Earlier studies such as Forker 

(1992) found a significant positive relationship between outside directors and voluntary 

disclosure. The study concluded that raising expectations about the monitoring role of 

non-executive directors is capable of imposing pressure on non-executive directors who 

may lack the time, resources and independence to accomplish this function.  Afterward, 

several other studies were conducted to examine the effect of board independence on 

sustainability disclosure.  
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In their study, Post, Rahman and Rubow (2011) found a positive relationship between 

board independence and environmental sustainability disclosure. The result suggests 

that the higher the proportion of independent directors on companies’ board the greater 

the disclosure of environmental information. Accordingly, the study concludes that 

independent directors are capable of building environmental credibility within an 

organisation. A similar finding was reported by Chau and Gray (2010), Gisbert and 

Navallas (2013), Said, Omar and Abdullah (2013). These studies empirical demonstrate 

that board independence positively relates to the companies’ sustainability disclosure. 

This implies that corporate board exerts greater influence on the decision of companies’ 

management to disclose sustainability information when there is a higher proportion of 

independent directors on board. Nevertheless, these studies were not without 

limitations, but majorly, the studies only relied on a single form of disclosure vehicle 

(annual reports). Therefore, other means of disclosures such as stand-alone report, press 

release and website were not considered by the studies. Also, the studies measured 

voluntary disclosure using cross-sectional data. A longitudinal study that supposed to 

indicate changes in disclosure practice over a period was overlooked.  

 

Khan (2010) reports that board independence is a significant predictor of CSR 

disclosure among 30 public commercial banks in Bangladesh. The positive findings 

observed in the study is a testimony of recent reforms in banking sectors which is 

working towards strengthening the role of independent directors on corporate boards. 

However, the study recommends exploring the relationship between corporate 

governance and corporate sustainability disclosure in a much wider range of industries. 

This will provide a better understanding of the circumstances in which corporate 
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governance mechanisms can be helpful or harmful in protecting the interest of various 

stakeholders.  

 

In another study, Samaha et al. (2012) reveal that board independence is positively 

related to voluntary disclosure among 100 most active companies in Egypt. However, 

the disclosure level was found to be low among the sample companies. This may be 

due to inadequacy and ineffectiveness on the part of Egyptian regulatory framework. 

Also, the recent unstable political situation, undermining of law and order, high rate of 

corruption, non-compliance with the legal requirements and influence of social elites 

also account for the low disclosure of voluntary information among sampled 

companies. Similarly, Huafang and Jianguo (2007) underscore the importance of board 

independence on companies’ voluntary disclosure using a sample of 559 firms listed on 

Shanghai Stock Exchange. The study opines that increase in the number of independent 

directors leads to increase in voluntary disclosure. However, the study was limited as it 

employs disclosure checklist that does not cover all voluntary disclosure items in annual 

reports of companies.  

 

Besides, there is also empirical support for a negative relationship between board 

independence and sustainability disclosure. For example, Barako, Hancock and Izan 

(2006) conducted a study to test their hypothesis that, a higher proportion of 

independent directors in corporate boards will lead to higher voluntary disclosure 

among Kenyan listed firms. Contrary to the hypothesised positive relationship, the 

result indicates a significant negative association between the board independence and 

voluntary disclosure. However, a possible explanation for this result is that the study 
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operationalised board independence as the proportion of non-executive directors who 

in most cases may not be independent. 

 

In another study, Zhang (2012) adopted both technical and institutional strength rating 

to examine the effect of board independence on companies’ social performance. The 

study was conducted on a sample of 475 publicly traded Fortune 500 companies for the 

years 2007 to 2008. The standard regression coefficients showed that board 

independence was negatively related to both technical and institutional weakness 

rating. Implying that, board independence is seen negatively by both technical and 

institutional stakeholders. In a sample of 97 Saudi Arabian listed companies, Almoataz 

and Hussainey (2012) provide evidence of a significant negative relationship between 

board independence and corporate social disclosure. The negative result found is an 

indication that outside directors in developing countries are not truly independent. In 

this case, a higher proportion of independent directors on companies’ board will lessen 

the effectiveness of board monitoring and lead to lower levels of corporate 

transparency.  

 

Moreover, studies also document an insignificant relationship between board 

independence and sustainability disclosure. Some of these studies include Ho and 

Wong (2001), which documents an insignificant relationship between board 

independence and voluntary disclosure among Hong-Kong listed companies.  

According to the study, the possible explanation for insignificant findings is that 

independent directors in this region are not actively doing enough to ensure that 

companies disclose non-mandatory information in their annual reports. Also, many 

independent directors are appointed by board chairmen and CEO’s. This act limits the 
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effectiveness of board members in performing their monetary roles. A decade after, Lau 

et al. (2016) conducted a similar study on 471 listed firm in China. The findings from 

this study suggested that board independence is not connected to companies CSR 

performance. The study concluded that a mere number of outside directors is not 

sufficient to make a change in the corporate board.  

 

In a related study, Abdullah, Mohamad and Mokhtar (2011) and Haniffa and Cooke 

(2002) reports an insignificant relationship between board independence and voluntary 

disclosure in the context of Malaysia. The studies highlight ineffectiveness of 

independent directors in promoting and protecting the interest of shareholders and 

stakeholders as partly responsible for the insignificant result observed. Also, a study of 

57 companies listed on Dow Jones Sustainability Index (DJSI) by Michelon and 

Parbonetti (2010) found no significant empirical evidence to support the relationship 

between board independence and sustainability disclosure. As such, the study could not 

confirm the proposition that a higher number of independent directors on corporate 

boards will enhance the comprehensiveness of information to be disclosed by corporate 

entities.  

 

In another study, Janggu et al. (2014) employed a Partial Least Squares (PLS) method 

to examine the effect of board independence on sustainability disclosure among a 

sample 100 public listed companies in Malaysia. The result of the study indicated that 

board independence does not influence sustainability disclosure in companies. In the 

same manner, Alfraih and Almutawa (2017) conducted a longitudinal study to examine 

voluntary disclosure practices and its determinants in annual reports of 52 non-financial 

listed firms in Kuwait. The multivariate analysis reveals that board independence was 
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not significant in explaining the variation in voluntary disclosure practices. The result 

of this study contradicts the popular view that board independence contributes in 

promoting board effectiveness by providing important checks and required balances on 

power management. 

  

Table 2.2 

Summary of Studies for Board Independence and Sustainability Disclosure 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

1 Forker 

(1992) 

182 UK 

quoted firms 

(UK) 

Proportion of options 

held by directors 

Proportion of non-

executive directors           

Audit committee                                                     

Existence of a 

dominant personality                                        

Interest of the directors 

in the equity of the firm  

Big 6                                                                           

Interest directors have 

in withholding 

information on options 

Extent of 

voluntary 

disclosure 

Number of outside 

directors is 

positive and 

significantly 

relationship with 

extent of voluntary 

disclosure. 

2 Post et al. 

(2011) 

89 companies 

from both 

electronics and 

chemicals 

firms listed on 

Fortune 1000 

companies 

(US). 

Proportion of outside 

directors                                 

Female directors                                               

Board age                                                           

Board of directors with 

a western European 

education 

Environmental 

corporate social 

responsibility 

Higher percentage 

of independent 

directors’ result 

into a more 

favourable 

environmental 

sustainability 

disclosure. 

3 Chau and 

Gray (2010) 

273 listed 

firms in Hong 

Kong (China) 

Independent non-

executive director             

Family ownership                                   

Independent chairman 

Extent of 

Voluntary 

disclosure 

The study found 

that, higher 

proportion of non-

executive directors 

is positively 

related with the 

level of voluntary 

disclosure. 

4 Khan (2010) 30 public 

commercial 

banks 

(Bangladesh) 

Non- directors                                                      

Female directors                                            

Foreign nationals on 

board 

CSR reporting Proportion of non-

executive directors 

is significant 

predictor of CSR 

disclosure 

5 Samaha et al. 

(2012) 

100 most 

active 

companies 

(Egypt) 

Board composition                                            

Board size                                                             

Duality in position                                      

Directors ownership                                              

Block ownership                                                  

Number of 

shareholders                                         

Audit committee 

Level of 

voluntary 

disclosure 

board 

independence is 

positively related 

to voluntary 

disclosure 



Universlti Utara Malaysia 

61 

 

 

Table 2.2 (Continued) 

S/

N 

Author & 

Year of 

Publication 

Sample 

(Country

) 

IV DV Key Findings 

6 Huafang and 

Jianguo (2007) 

559 firms 

listed on 

Shanghai 

Stock 

Exchange 

(China) 

Independent directors                                                

CEO duality                                                              

Foreign listing                                                          

Legal person 

ownership                                        

State ownership                                             

Managerial 

ownership                                    

Block holder 

ownership      

Level of 

voluntary 

disclosure 

 An increase in the 

number of 

independent directors 

leads to increase in 

voluntary disclosure. 

7 Barako et al. 

(2006) 

54 listed 

companies 

(Kenya) 

Board composition                                           

Board leadership 

structure                                                   

Board size                                                          

Board audit 

committee                             

Shareholder 

concentration                                   

Foreign ownership                                

Institutional 

ownership                                               

Extent of 

voluntary 

disclosure 

The result indicates a 

significant negative 

association between 

proportion of non-

executive directors 

and extent of 

voluntary disclosure. 

8 Zhang (2012) 475 

publicly 

traded 

Fortune 

500 

companies 

(US) 

Outside board of 

directors                                 

Board gender 

diversity                                            

Board racial diversity                                                                               

CEO duality  

Corporate 

social 

performanc

e weakness 

ratings 

Board independence 

was negatively related 

to both technical and 

institutional weakness 

rating. 

9 Almoataz and 

Hussainey 

(2012) 

52 listed 

companies 

(Saudi 

Arabia) 

Board independence                                           

Audit committee size                                             

Profitability                                                    

Liquidity                                                                   

Gearing                                                                     

Firm size                 

Voluntary 

disclosure 

There is negative 

association between 

board independence 

and corporate social 

disclosure  

10 Ho and Wong 

(2001) 

190 

questionna

ire to chief 

financial 

officers 

and 

financial 

analysists  

(China) 

Proportion of 

independence 

directors                                

Proportion of family 

member on board                              

Audit committee                                            

Dominant personality     

Extent of 

voluntary 

disclosure 

Board independence 

is insignificant related 

to extent of voluntary 

disclosure among 

Hong Kong listed 

companies. 

11 Abdullah et al. 

(2011) 

Top100 

non-

financial 

listed 

companies 

(Malaysia) 

Independent directors                                      

Family members on 

board                              

Government 

ownership                                             

Block ownership 

Extent of 

CSR 

Board independence 

is insignificant related 

to extent of voluntary 

disclosure. 

12 Haniffa and 

Cooke (2002) 

157 

companies 

(Malaysia) 

Corporate governance 

variables                           

Cultural variables                                                    

Firm specific 

variables 

Extent of 

voluntary 

disclosure 

Non- executive 

director is negatively 

associated with the 

extent of voluntary 

disclosure 
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2.6.3 Board Diversity and Sustainability Disclosure 

The issue of board diversity in the composition of corporate boards raises questions of 

corporate governance and also broader considerations of opportunity and participation 

(Camac, 2009). Board diversity is a characteristic of companies’ board of directors that 

relates to the existence of different traits in corporate boards. The different traits mostly 

considered are board gender and nationality (Lorenzo & Sanchez, 2010). Various extant 

Table 2.2 (Continued) 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

13 Michelon 

and 

Parbonetti 

(2010) 

57 

companies 

listed on 

DJSI 

(Europe & 

US) 

Independent directors                              

Community influential 

person on board 

Presence of CSR 

committee on board               

CEO duality 

Sustainability 

disclosure  

Board 

independence is not 

significantly related 

to level of 

sustainability 

disclosure  

14 Janggu et al. 

(2014) 

100 listed 

companies 

(Malaysia) 

Board independence                                          

Board size                                                                                          

Professionalism                                                         

Board designation                                            

Board ownership                                 

Sustainability 

disclosure  

The study indicates 

that board 

independence does 

not influence 

sustainability 

disclosure in 

companies. 

15 Lau et al. 

(2016) 

471 listed 

firms 

(China) 

Board composition                                               

Foreign directorship                                       

Companies ownership                                                

CSR performance Board composition 

is not a significant 

determinant of CSR 

performance 

16 Alfraih and 

Almutawa 

(2017) 

52 listed 

firms 

(Kuwait) 

Board composition                                               

Board size                                                                 

Cross directorship                                                    

Role duality                                                           

Audit committee                                               

Family member on 

board                         

Government ownership                                 

Ruling family 

membership on board                  

Extent of 

voluntary 

disclosure 

Board composition 

is not significant in 

explaining the 

variation in 

voluntary 

disclosure practices 

17 Said et al. 

(2013) 

120 listed 

companies 

(Malaysia) 

Board independence                                         

Board size                                                         

Business type                                                       

Age and gender                                            

Knowledge background 

Level of 

environmental 

disclosure 

Board 

independence is 

significantly related 

to the extent of 

environmental 

disclosure 

18 Gisbert and 

Navallas 

(2013) 

62 non-

financial 

Spanish 

companies 

(Spain) 

Board independence                                         

Board size                                                         

Business type                                                       

Age and gender                                            

Knowledge background 

Extent of 

voluntary 

disclosure 

The presence of 

independent 

directors is strongly 

associated with 

increased voluntary 

disclosure 
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literature has studied board gender which relates to the participation of women on 

corporate boards. The proponent of gender diversity in corporate board argues that 

heterogeneous boards have wider understanding of environment complexities 

compared to boards that are homogeneous (Carter, Simkins & Simpson, 2003). 

Therefore, a well diverse board approach a wider group of stakeholders with the view 

to strengthening the relationship between companies and stakeholders (Ntim & 

Soobaroyen, 2013).  

 

However, going through gender diversity literature many empirical studies investigates 

the influence of gender diversity on sustainability disclosure. According to Dominguez, 

Alvarez and Sanchez (2010), most of the literature concluded that participation of 

women in the management of corporate board positively impacts companies social 

responsibility behaviour. However, in some instances, a negative or insignificant 

relationships were observed in the literature. For instance, Barako and Brown (2008) 

conducted a study on 40 Kenyan Banks’ reports. The result of this study shows that a 

higher level of women representation on corporate board significantly improves 

disclosure regarding companies’ social performance. Also, a study of 36 US oil and gas 

companies by Post et al. (2015) found female representation on board having a positive 

and significant influence on companies’ environmental performance. However, this 

particular study has some constraints; its sample size is assumed to be relatively small. 

Also, the study only considered data from a specific sector (oil and gas) neglecting 

companies in other sectors of the global 2000 Forbes list.   

 

The relationship between gender diversity and sustainability disclosure was also studied 

by Pamies (2013). The study was carried out on a sample of 100 companies listed as 
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Global 100 most sustainable companies from 22 different countries. Finding from the 

study indicates that, a company with a large number of females in its corporate board 

is more likely to act in a socially responsible manner. However, despite the positive 

findings observed, the study is confronted with limitations which need to be considered 

by future research. The study utilised a Global 100 rating to proxy CSR. This measure 

may not fully capture the complexity and multidimensionality of CSR given that it 

focuses on environmental and corporate governance issues. Hence, the study 

recommends the use of a more comprehensive measure of CSR with various sources 

and indicators.     

 

In another study, Bear, Rahman and Post (2010) explore the effect of gender 

composition on corporate social disclosure for the period 2008. Data for the study was 

collected from a list of Fortune 2009 world most admired companies which account for 

689 sampled companies. Based on the Ordinary Least Square (OLS) regression result, 

gender composition indicates a significant positive relationship with corporate social 

disclosure. In a related study involving 16 listed companies from environmentally 

sensitive industries in Nigeria, Fodio and Oba (2012) provide empirical evidence of a 

significant positive relationship between presences of women directors on companies’ 

board and environmental disclosure. The result of this study is supported by resource 

dependency theory which affirms that selection of a board with gender consideration 

provides better information to the board. Both aforementioned studies were limited in 

their sample selection which composes of firms from some specific industries 

(healthcare, chemical and paint construction, building materials). Therefore, other 

industries in the markets were omitted by the studies. This, therefore, reduces the 

generalisability of the studies’ findings.  
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In a related study, Amar et al. (2015), Deschenes et al. (2015), Sundarasen and 

Rajangam (2016) concludes that proportion of women in the corporate board is 

positively linked to corporate social disclosure. Findings from these studies imply that 

board diversity remains a vital factor in the improvement of companies sustainability 

reporting. Therefore, board diversity should be considered as an essential element by 

companies in selecting board members. Hafsi and Turgut (2013) additionally document 

a significant positive relationship between gender diversity and corporate social 

performance among selected sampled firms listed on S&P 500 Index. The result of this 

study validates the idea that gender diversity breeds better sensitivity to social issues.  

 

Still, on the relationship between diversity and sustainability disclosure, Rao and Tilt 

(2016) found board diversity having a major impact on companies’ sustainability 

disclosure. The result of this study suggests that diverse boards performed better on 

companies social and environment reporting than less diverse boards. Based on the 

empirical evidence, the study supports the idea that, boards with greater resources in 

the form of diversity are more likely to have greater sustainability initiatives. In another 

study involving 350 FTSE firms in the UK, Jizi (2017) reports that participation of 

female board members is positively and significantly related to companies’ social 

responsibility disclosure. Accordingly, female participation on corporate boards 

favourably affect companies’ social engagement and reporting specifically in the 

establishment of ethical policies.  

 

Conversely, literature also documents a significant negative relationship between board 

diversity and corporate sustainability disclosure. Shamil et al. (2014) conducted a study 

to investigate the effect of board governance mechanisms on sustainability reporting in 
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Sri-Lanka. Based on a sample of 148 listed companies, the study documents a negative 

association between board diversity and sustainability disclosure. The negative result 

found may be due to the limited data which is just for a one year period. According to 

the researchers, there is the need for future studies to conduct a longitudinal study using 

data for various years to validate the findings of the study.  

 

Meanwhile, a study of 152 public firms in Indonesia by Handajani et al. (2014) found 

a significant negative relationship between board gender and corporate social 

disclosure. The reason underlying this result is due to the situation in Indonesia where 

the family mainly controls most public companies. In this regard, the presence of more 

women on corporate boards is driven by family ties to control the influence of 

shareholders rather than for reasons of their expertise and experience. Therefore, 

increase in female directors in corporate boards does not improve or encourage ethical 

behaviour. Hence, it impacts negatively on corporate social performance.  

 

Studies also found an insignificant relationship between board diversity and 

sustainability. For example, Ntim and Soobaroyen (2013) found that board diversity in 

corporate boardroom is not statistically related to voluntary disclosure among 

companies listed on Johannesburg Stock Exchange. The insignificant result obtained in 

this study is attributed to the low level of female directorships which account for the 

limited variations across the sample. Also, the researchers observe some limitations 

which are expected to be considered by future studies. For instance, the study perceived 

word count and page count as relatively the same therefore recommends future studies 

to improve its analysis by relying on other proxies such as sentence count. In a related 

study, Feijoo, Romero and Ruiz (2012) and Kahreh, Babania, Tive and Mirmehdi 
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(2014) unanimously found an insignificant relationship between gender diversity and 

corporate social disclosure. While Feijoo et al. (2012) analyses how the inclusion of at 

least three women on corporate boards determines corporate sustainability disclosure. 

Kahreh et al. (2014) investigate the difference between male and female orientation 

toward corporate social disclosure in organisations.  

 

Suissa and Aziz (2015) additionally found no significant association between 

boardroom diversity and corporate social performance using a sample of 41 Lebanese 

companies. Reasons underlying this result are varied. First, most Lebanese companies 

are family businesses. Therefore, these family business owners have full control over 

their companies’ boards. Hence, they perform corporate social performance regardless 

of board diversity. Secondly, corporate social performance is not given much 

prominence in Lebanon. In this regard, companies engage in corporate social 

performance in other to add to their value instead of a sort of wider level of transparency 

and accountability to stakeholders. These factors, therefore, account for the 

insignificant findings observed in the study. 
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Table 2.3  

Summary of Studies for Board Diversity and Sustainability Disclosure  

S/N 

Author & 

Year of 

Publication 

Country IV DV Key Findings 

1 Barako & 

Brown 

(2008) 

40 Kenyan Banks  

(Kenya) 

Women representation 

on board                      

Non-executive directors                                                 

Foreign nationals on 

board 

Extent of 

voluntary 

disclosure 

Board gender is a 

significant determinant 

of the level of 

sustainability disclosure 

of Kenyan banks. 

2 Pamies 

(2013) 

100 companies 

listed as Global 

100 most 

sustainable 

companies (22 

Countries) 

Percentage of women on 

corporate board 

Level of 

corporate 

social 

disclosure 

Companies with larger 

number of female 

directors is more likely 

to disclose corporate 

social disclosure 

information 

3 Bear et al. 

(2010) 

689 companies 

listed as fortune 

2009 world most 

admired 

companies (US) 

Board gender 

composition Diversity of 

directors resources                                                         

Corporate reputation 

CSR strength 

ratings 

Gender composition has 

a significant positive 

relationship with 

corporate social 

disclosure. 

4 Fodio and 

Oba (2012) 

16 companies 

from chemicals 

and paints, 

construction, 

conglomerates 

and building 

materials 

industries 

(Nigeria) 

Board gender Mix Extent of 

environmental 

disclosure 

The presence and 

proportion of female 

directors on a board has 

a significant impact on 

its environmental 

responsibility and 

information disclosure. 

5 Deschenes et 

al. (2015) 

60 largest 

Canadian listed 

firms (Canada) 

Female directors               

Independent board 

members Board of 

directors size                                 

Director compensation                                

Number of tenure years 

of the directors      

Director stock ownership 

CSR Score CSR is positively related 

to the female presence on 

the board of directors 

6 Sundarasen 

and 

Rajangam 

(2016) 

450 listed 

companies 

(Malaysia) 

Women on board                                                   

Role duality                                                           

Non-executive directors 

on board                   

Independent directors on 

board 

Level of 

corporate 

social 

disclosure 

Percentage of women in 

corporate board is 

positively linked to the 

level of corporate social 

disclosure. 

7 Hafsi and 

Turgut 

(2013) 

95 firms listed on 

S&P500 Index 

(US) 

Director Gender Director 

Ethnicity                                                  

Director Age                                                  

Director Experience                                              

Director Tenure                                                          

Board Size Director 

Independence  Director 

Stock Ownership  Board 

Leadership Duality 

Corporate 

social 

performance 

Gender diversity is 

positively link to 

corporate social 

performance 
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Table 2.3 (Continued) 

S/N 

Author & 

Year of 

Publication 

Country IV DV Key Findings 

8 Shamil et al. 

(2014) 

148 listed 

companies (Sri-

Lanka) 

Board with female 

directors                         

Board size                                                            

Board independence                                       

Dual leadership                                                                    

Board ethnicity 

Sustainability 

reporting 

Board diversity has a 

significant negative  

association with 

sustainability reporting 

9 Handajani et 

al. (2014) 

152 companies 

(Indonesia) 

Board size                                                        

Board age                                                            

Board gender                                                     

Board independence                                     

Board tenure 

Corporate 

social 

disclosure 

Board size has positive 

effect on corporate social 

disclosure 

10 Ntim and 

Soobaroyen 

(2013) 

75 listed 

corporations 

(South Africa)  

Board diversity                                               

Board size                                                        

Proportion of NED                                              

Government ownership                                                        

Block ownership                                     

Institutional ownership                        

Dual board leadership 

structure             

Level of 

voluntary 

disclosure 

Board diversity in 

corporate boardroom is 

not statistically related to 

the level of voluntary 

disclosure 

11 Feijoo et al. 

(2012) 

Data from KPMG 

2008 Reports 

(many countries) 

Gender composition of 

the board of directors                   

Level of 

corporate 

social 

responsibility 

reporting 

Board gender diversity is 

insignificantly related to 

the level of corporate 

social responsibility 

reporting 

12 Kahreh et al. 

(2014) 

100 employees of 

corporate 

organisations 

(Iran) 

Gender differences               Corporate 

social 

responsibility 

No significance and 

meaningful differences 

between male and 

female’s orientation to 

CSR 

13 Suissa and 

Aziz (2015) 

41 sampled 

Lebanese 

companies 

(Lebanon) 

Gender diversity                                   

Age diversity of 

directors                              

Relative size of a board                          

Proportion of outside 

directors on a board 

ownership by outside 

directors                      

Corporate 

social 

performance 

Gender diversity is not 

significantly association 

with corporate social 

performance 

14 Jizi (2017) 350 FTSE firms 

(UK) 

Gender diversity                                  

Board independence                                       

Board size                                                         

CEO duality 

CSR disclosure Gender diversity is 

significantly association 

with CSR disclosure 

15 Amar et al. 

(2015) 

541 CSSBI 

firms (Canada) 

Board gender diversity Voluntary 

climate 

change 

disclosure 

Board gender diversity 

is positively related to 

the likelihood of 

voluntary climate 

change disclosure 
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2.6.4 Board Meetings and Sustainability Disclosure 

The board meeting is an important dimension of board operations (Tong, Junarsin & 

Davidson, 2013). It is perceived as the primary function of the board of directors with 

confounding effect on the existing dynamics between directors and between directors 

and company’s management (Cagan, 2013). Board meetings is seen as an important 

aspect of board operations and also identified as having a significant effect on 

company’s performance. It is seen as a forum where board members meet to discuss 

strategic issues that affect the overall activities of a company. Accordingly, directors in 

corporate boards are expected to meet on a regular interval to discuss a wide range of 

matters that affect the company. They meet to assess the overall direction and strategy 

of the company. Specifically, they meet to provide companies strategic objectives, 

provide the necessary leadership to achieve these objectives and also supervise 

management and report to shareholders (Alnajjar, 2012).   

 

However, the extant literature on board meeting mostly centred on the frequency of 

board meetings. Therefore, the effect of frequency in board meetings is seen from two 

different perspectives. One view is that frequency of board meeting is a positive signal 

Table 2.3 (Continued) 

S/N 

Author & 

Year of 

Publication 

Country IV DV Key Findings 

16 Post et al. 

(2015) 

36 oil and gas 

companies (US) 

Female representation 

on board                                  

Ind. directors 

representation on 

board                

Corporate 

environmental 

performance 

The higher the 

representation of 

female directors on 

board, the higher the 

level of environmental 

performance. 

17 Rao and Tilt 

(2016) 

115listed 

companies 

(Australia) 

Percentage of female 

directors                        

Board tenure                                            

Multiple directors                                                

Overall diversity 

(Blau index) 

CSR 

reporting 

Board diversity has 

the potential to 

influence CSR 

reporting 
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from companies and is beneficial to shareholders. Accordingly, a group of researchers 

believes that frequency of board meeting is an indication of the effectiveness of 

corporate boards (Conger, Finegold & Lawler, 1998). According to Vafeas (1999) 

frequency in board meetings is an indication of company’s activeness in maximising 

company’s value and shareholders wealth. As such, a board that meets more frequent 

is more likely to work for the interest of shareholders. Therefore, an increase in the 

frequency of board meetings will likely result in higher managerial monitoring quality 

and thus impact positively on companies’ financial performance (Ntim & Osei, 2011).  

 

An opposing view was cited by Fama and Jensen (1983) who construes that boards are 

usually not reasonably active. Therefore boards become active only when companies 

are confronted with problematic situations. This implies that board meetings are usually 

reactive instead of a proactive measure. This view was reinforced by Vafeas (1999) 

who demonstrated that more frequent board meetings are not quite necessary. This is 

why the excess time board members spent is not utilised for exchange of meaningful 

ideas within themselves or with companies’ management. Such time is absorbed by 

routine tasks and various formalities which is capable of reducing the number of hours 

available to outside directors for monitoring management activities.  

 

Empirically, the finding in the various literature on the relationship between board 

meetings and sustainability disclosure was equally conflicting just as the views of 

various researchers (Dienes & Velte, 2016). Therefore, it is still difficult to draw a clear-

cut finding given that literature evidenced positive, negative and in some instances 

insignificant relationship between board meetings and sustainability disclosure. For 

instance, Barros, Boubaker and Hamrouni (2013) reveals that in the context of non-
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financial French companies, frequency of board meeting indicates a significant positive 

relationship with voluntary disclosure. The positive result found is an indication that, 

frequency in board meetings is a pledge to continuous sharing of information with 

managers. Therefore, an adequate number of board meetings will lead to effective 

monitoring and a mechanism for pressurising corporate management to improve 

disclosure decisions.  

 

Similarly, Setyawan and Kamilla (2015) using a sample of 33 Indonesian mining 

companies, concludes that a link exists between frequency of board meetings and 

companies environmental disclosure. However, the study was limited as it only utilised 

33 firms as a sample from a single sector (mining). Therefore, the findings from this 

study cannot be generalised to the entire capital market in the country. In the US 

context, Jizi et al. (2014) utilises frequency of board meeting as a control variable in 

their model. Finding from this study reveals that frequency of board meetings is 

statistically and significantly related to sustainability disclosure. However, the study 

focused only on banks. As such, it, therefore, recommends exploring such relationship 

in much wider industries and countries with varied levels of regulations, public scrutiny 

and competitive pressures.  

 

Staden and Chen (2010) additionally find an association between frequency of board 

meeting as a measure of corporate governance and the quality of environmental 

information disclosure based on 2152 companies in China. Despite the significant 

findings observed in the study, there are some limitations. Principally, the study utilises 

Wiseman (1982) model to determine the quality of environmental information 

disclosure. The Wiseman (1982) model is not sufficient enough to capture the 
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environmental disclosure component as compared to the recently applied models such 

as the GRI framework. Meanwhile, a study of 177 Italian non-financial listed 

companies by Allegrini and Greco (2013) reports a significant positive relationship 

between board meetings and voluntary disclosure. The result of this study goes further 

to show that, directors deliver valuable supervision during board meetings. As such, 

board meeting is a key element of effective board monitoring.  

 

In the US context, Hussain et al. (2016) investigate the association between companies’ 

governance structures and the triple bottom line sustainability performance. The result 

of this study reveals that board meetings has a significant positive impact on 

sustainability performance. This implies that a higher number of board meetings 

increase companies focus on social responsibility. Therefore, with frequent meetings, 

corporate boards can pay more attention to other stakeholders’ needs. However, the 

result of this study was limited to large companies, companies with much resources to 

invest in sustainability initiatives. Smaller and medium-sized companies were omitted 

from the sample. Hence, the inclusion of different size companies could have yielded a 

more robust result. 

  

Moreover, studies also evidenced insignificant relationship between board meetings 

and sustainability disclosure. Studies in this category include Ariza, Sanchez and 

Aceituno (2011) which utilised 568 companies from 15 different countries to examine 

the influence of board of directors’ characteristics on the level of information 

integration. The result of the study suggests an insignificant relationship between board 

meetings and degree of integrated information disclosure. Similarly, a study conducted 

by Madi, Ishak, and Manaf (2014) to test the influence of audit committee 
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characteristics on companies’ voluntary disclosure also reports an insignificant 

findings. The insignificant result observed is an indication that audit committee activity 

does not enhance the committee’s monitory role over companies’ disclosure practices. 

 

In related studies, Buniamin, Alrazi, Johari and Rahman (2011) and Sarivudeen and 

Sheham (2013) found board meetings frequency not having a statistically significant 

associated with environmental disclosure. Based on the findings, the studies concludes 

that companies with high frequent board meetings will not necessary practice better 

environmental management system. However, the two studies were limited as they only 

considered data for a single year which is not sufficient in tracing the trend of corporate 

governance impact on companies’ environmental disclosure practices. Similarly, a 

study 102 Shari’a-compliant companies listed on the ACE market of Bursa Malaysia 

by Sallehuddin (2013) found no significant relationship between the frequency of board 

meetings and CSR disclosure. Therefore, despite the insignificant result obtained in the 

study, the research offers a constructive insight from an Islamic perspective on how 

corporate governance elements affects CSR disclosure among Shari’a-compliant 

companies in Malaysia. 

 

Also, a study conducted by Alhazaimeh, Palaniappan and Almsafir (2014) on 72 Jordan 

firms documents an insignificant relationship between board meetings and 

sustainability disclosure. The study attributes the insignificant findings to the 

ineffectiveness of corporate board meetings which is still far from its efficient point. In 

another study, Giannarakis (2014) employs social, environmental and governmental 

disclosure index published in Bloomberg’s online database to examine the determinants 

of companies’ social disclosure. The study also found board meetings not having a 
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significant influence on companies’ social disclosure. However, like other related 

studies, this study is constraint due to some limitations which may likely impair the 

result of the study. First, the study only considered data for a short period (one year) 

instead of a long period that will be able to provide a more reliable and generalised 

result. Secondly, the study did not consider differences in countries in the sample 

despite how countries’ difference differs level of sustainability disclosure.  

 

More recently, Dienes and Velte (2016) investigate the influence of supervisory board 

composition on companies’ sustainability disclosure intensity among German 

companies. The study found no significant evidence to show that board meetings 

influence sustainability disclosure. However, the study attribute the insignificant 

findings observed to the limitation regarding the availability of data due to the absence 

of supervisory board in some sampled companies. Also, the study is limited in the 

number of periods for the analysis, whereby the study covered only a single reporting 

period. This, therefore, offer limited insight into the variations in the manner of 

reporting and also made it impossible to carry out a time series tests that would have 

examine how changes in board components affect variation in companies’ 

sustainability.  

 

Finally, Ayoib and Nosakhare (2015) examine the role of directors’ culture in 

environmental information disclosure in Malaysian capital market. Findings from the 

study indicate an insignificant negative relationship between the frequency of board 

meetings and degree of environmental disclosure. This, therefore, suggests that a higher 

number of board meetings is a sign that a company is performing poorly including 

environmental performance. 
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Table 2.4  

Summary of Prior Studies on Board Meetings and Sustainability Disclosure 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

1 Barros et al. 

(2013) 

206 non-financial  

listed firms 

(France) 

Managerial ownership             

Percentage of Ind. 

directors on board 

Frequency of board 

meeting   Participation of 

board of directors    Audit 

quality 

Extent of 

voluntary 

disclosure 

Frequency of board 

meetings is significantly 

and positively related to 

extent of voluntary 

disclosure. 

2 Setyawan 

and Kamilla 

(2015) 

33 mining 

companies 

(Indonesia) 

Frequency of board 

meetings                           

Board  Size                                   

Board independence                         

Gender proportion on 

board        Ethnic 

background                

Educational background 

Corporate 

environmental 

disclosure 

There is a link between 

frequency of board 

meetings and corporate 

environmental disclosure 

3 Jizi et al. 

(2014) 

Large commercial 

banks (US) 

Frequency of board 

meetings         Board 

independence                               

Board size                                            

CEO duality 

Corporate 

sustainability 

disclosure 

Frequency of board 

meetings is statistically 

and significantly related 

to level of sustainability 

disclosure 

4 Staden and 

Chen (2010) 

2152 

companies(China) 

Stakeholder pressure                       

Social trust                                     

Corporate governance 

Environmental 

information 

disclosure 

There is an association 

between frequency of 

board meetings and 

quality of environmental 

information disclosure 

5 Ariza et al. 

(2011) 

568 companies 

(15 countries) 

Frequency of board 

meetings        Board 

independence                               

Board size                                              

Board diversity 

Degree of 

integrated 

information 

disclosure 

There is insignificant 

relationship between 

board meetings and 

degree of integrated 

information disclosure. 

6 Madi et al. 

(2014) 

146 listed 

companies 

(Malaysia) 

Audit committee meeting 

frequency  Audit 

committee characteristics     

Audit committee 

independence Audit 

committee financial 

expertise  Audit 

committee size              

Multiple directorship of 

audit committee members 

Level of 

voluntary 

disclosure 

Audit committee meeting 

frequency is not 

significantly associated 

with level of companies 

voluntary disclosure 

7 Buniamin et 

al. (2011) 

243 listed 

companies 

(Malaysia) 

Meeting frequency                      

Board size                                          

Board independence                      

CEO duality                                   

Management ownership                                

financial expert 

Environmental 

reporting 

Board meetings 

frequency not 

statistically related to 

level of environmental 

reporting. 

8 Sarivudeen 

and Sheham 

(2013) 

75 largest  firms 

listed on the 

Colombo Stock 

Exchange (Sri-

Lankan ) 

Board meetings                                 

Board independence                               

Board size                                            

CEO duality                                           

Female directors 

Environmental 

reporting 

Frequency of board 

meetings indicates no 

significant relationship 

with the level of 

environmental reporting. 
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Table 2.4 (Continued) 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

9 Sallehuddin 

(2013)  

102 Shari’a-

compliant 

companies 

(Malaysia) 

Frequency of meeting             

Independent NED                      

Muslim 

chairman/president of 

board                          

CEO duality                                                   

Auditors type 

Corporate 

social 

responsibility 

disclosure 

There is no significant 

relationship between 

frequency of board 

meetings and level of 

CSR disclosure 

10 Giannarakis 

(2014)  

100 companies 

from the 

Fortune 500 

(US) 

Board meeting                                   

Board size                                           

Board average age                             

Board composition                     

Company size                           

Financial leverage                   

Profitability                                               

CEO duality                                      

Women on board                                    

CSR commitment   

Extent of CSR 

disclosure 

Board meetings is not 

having a significant 

relationship with the 

extent of corporate 

social disclosure 

11 Dienes and 

Velte (2016) 

34 listed 

companies 

(Germany) 

Frequency of meetings                        

Gender diversity                                   

Board expertise                                

Presence of former 

managers board        Size 

of the supervisory board. 

Level of 

sustainability 

disclosure 

Board meetings has no 

significant influence on 

sustainability disclosure. 

12 Ayoib and 

Nosakhare 

(2015)  

229 listed 

companies 

(Malaysia) 

Board meetings                                

Audit committee meeting                

Bumiputra directorship                  

Foreign directorship              

Composition of 

independent NED     

Profitability                                

Leverage                                           

Firm size            

Extent of 

environmental 

disclosure 

Frequency of board 

meetings indicates an 

insignificant negative 

relationship with extent 

of environmental 

disclosure 

13 Allegrini and 

Greco (2013) 

177  listed 

companies 

(Italy) 

Board meetings                                 

Board independence                               

Board size                                            

CEO duality                                           

Lead independent 

directors             Board 

committees 

Level of 

voluntary 

disclosure 

Board meeting shows 

significant positive 

correlation with the 

level of voluntary 

disclosure 

14 Hussain et 

al.(2016) 

152 companies 

on global 

fortune list  

(US) 

Board meetings                                 

Board independence                               

Board size                                            

CEO duality                                           

Women on board                 

Sustainability committee 

Sustainability 

disclosure 

performance 

A higher number of 

board meetings increase 

companies focus on 

social disclosure 

15 Alhazaimeh 

et al (2014) 

72 listed 

companies 

(Jordan) 

Board activity                                     

Audit committee               

Board compensation       

Board size                           

Non –executive directors    

Number of employee       

Foreign ownership         

Government ownership     

Number of shareholders     

Block holder                 

Level of 

voluntary 

disclosure 

Board activity has an 

insignificant influence 

on voluntary disclosure 
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2.7 Ownership Structure  

The connection between ownership structure and corporate sustainability disclosure has 

for decades been identified as a significant area for research and thus attracted the 

attention of both empirical and analytical researchers (Huafang & Jianguo, 2007). 

Ownership structure basically relates to the decision segment of a company. It is seen 

in relation to the distribution of equity in the form of votes and capital and also in term 

of the identity of equity owners (Sivathaasan, 2013). Equity ownership is usually 

formed through capitalisation which is obtained through venture capital, retained 

earnings or public offers (Ezazi, Sadeghi, Alipour & Amjadi, 2011). In a situation 

where a company goes public through issue of shares, it may likely allot its shares 

internally to its management or externally to block holders, dispersed shareholders and 

in some circumstances foreign investors.  

 

Thus, management ownership refers to the amount of company’s stock owned by its 

management. Therefore, a company with wider managerial ownership may likely have 

a better corporate performance through better alignment of monetary incentives among 

equity owners and managers (Jensen & Meckling, 1976). On the other hand, foreign 

ownership is an equity ownership structure that involves a certain proportion of 

investment in the domestic market by foreign investors (Jalila & Devi, 2012). Foreign 

ownership plays a vital role in advancing corporate governance of local firms either 

through direct monitoring using their voting rights or indirectly by threatening to 

withdraw their investment in local firms (Aggarwal, Erel, Ferreira & Matos, 2011; 

Gillan & Straks, 2003). 
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Block ownership comprises of individual investors with a large chunk of ownership in 

a company. They consist of investors with at least 5% of company’s equity ownership 

(Eng & Mak, 2003; Huafang & Jianguo, 2007). Block holders have greater incentives 

and stronger monitoring power on management decisions. They are more equipped to 

take aggressive actions either directly or indirectly over company’s decisions. 

Therefore, a company with a sizable number of block holders will have a substantive 

power and incentives to guide and protect shareholders against unscrupulous 

management behaviour which in turn will mitigate agency problem (Jensen & 

Meckling, 1976). Based on the preceding, ownership structure is represented in this 

study by management ownership, block ownership and foreign ownership. Thus, the 

next sub-sections discuss in details each of the above-utilised variable in relation to 

sustainability disclosure. 

 

2.7.1 Management Ownership and Sustainability Disclosure 

Managerial ownership refers to the proportion of shares owned my management of the 

company (Juhmani, 2013). Managerial ownership is seen as a better medium for 

aligning the interest of corporate management and that of other shareholders. As such, 

the extent of managerial shareholding can reduce agency costs (Jensen & Meckling, 

1976). A look at the prior sustainability disclosure literature reveals that many studies 

were carried out to explore the relationship that exists between managerial ownership 

and sustainability disclosure. Some researchers’ observed that the level of managerial 

ownership determines the level of sustainability information. On the other hand, a good 

number of researchers equally report that the prevalence of managerial ownership in a 

company is synonymous with lower sustainability disclosure implying a negative 
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relationship between management ownership and sustainability disclosure (Chau & 

Gray, 2010).  

 

Going through existing literature, Uwalomwa (2011) carried out a study on 35 Nigerian 

listed firms, arguing that management ownership can positively influence corporate 

sustainability disclosure. As expected, the result from the study indicates that a higher 

proportion of management ownership significantly improves disclosure regarding 

companies’ sustainability disclosure. The relationship between management ownership 

and companies’ sustainability disclosure was also tested by Khan, Muttakin and 

Siddiqui (2013). This study was conducted in Bangladesh an emerging Asian economy 

where cultural diversity, legal and political structures play a key role in influencing 

corporate governance practices. Findings from the study reveal that managerial 

ownership despite in most instances being negatively related to corporate social 

disclosure was found to be positive in export-oriented industries. A similar study was 

conducted on a sample of 157 publicly listed Bangladesh companies by Rashid (2015). 

The result indicates that management ownership has a significant positive influence on 

companies’ social disclosure. This implies that companies with a large proportion of 

management ownership have the potential to get more involved in sustainability 

practices. 

 

In a related study, Rahman and Widyasari (2008), Jia and Zhang (2012) collectively 

found a significant positive relationship between management ownership and corporate 

sustainability disclosure. Rahman and Widyasari (2008) examine the effect of 

managerial ownership on companies’ social disclosure among listed manufacturing 

companies in Indonesia. On the other hand, Jia and Zang (2012) focused on privately 
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owned listed companies in China. However, these studies were confined as they limit 

their scope to a particular category of companies in the markets. Therefore, their sample 

selection method might likely generate bias which may limit the generalisability of their 

findings.  

 

Besides, Iatridis (2013) provide empirical evidence to support a significant positive 

relationship between management ownership and environmental disclosure. The study 

was conducted on 529 sampled Malaysian listed companies. The result of this study 

suggests that intensive participation of managers in the companies’ equity capital will 

motivate such companies to disclose higher environmental information. Similar to the 

above-reviewed studies, Iatridis (2013) concentrate on companies that operate in 

environmentally sensitive industries thereby neglecting other companies in the market.     

 

In contrast, several studies have also found evidence of a negative relationship between 

managerial ownership and sustainability disclosure. For example, Ghazali and 

Weetman (2006) conducted a study to ascertain the effectiveness of regulatory reaction 

regarding the influence of insider dominance on voluntary disclosure after the 1997 

Asian financial crisis. Findings from the study reveal that management ownership is 

significant and negatively related to companies’ voluntary disclosure. In a related study, 

Ghazali (2007) using a sample of 87 non-financial Malaysian companies listed on the 

composite index, concludes that management ownership is negatively linked to 

corporate sustainability disclosure. The study attributes the negative relationship 

observed to the nature of corporate ownership in Malaysia where owner-managed 

companies are very common. Companies of such nature may not see public 

accountability as an issue, as such may not invest heavily in corporate social activities 
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whose costs may far outweigh its benefits. However, the two studies above were limited 

in sample selection; they select a sample from large and most actively traded stock 

companies in Malaysian capital market. Therefore, their result may not represent other 

smaller and less traded stocks in the market.           

 

In a sample of 118 Korean listed companies, Oh, Chang and Martynov (2011) provide 

evidence of a negative relationship between managerial ownership and corporate social 

responsibility rating. The significant negative effect of managerial ownership is 

explained by the complex ownership structure in Korea which is characterised by 

family control. In this regard, the researchers recommends future studies to extend their 

research by investigating the association between managerial ownership and 

companies’ social disclosure in other Non-Western countries. Also, a study conducted 

on a sample of US publicly listed hotels, restaurants and casinos’ firms by Paek, Xiao, 

Lee and Song (2013) concluded that managerial ownership has a significant negative 

influence on both employees’ relation and diversity dimension of corporate social 

disclosure. This, therefore, suggest that, when managers own a higher proportion of 

stocks in a company, they may likely regard employee and diversity-related 

investments as not adding value to their wealth. In contrast, they may see employees 

and diversity-related social activities as a costly investment with no sufficient merits to 

their selves and other shareholders. 

 

In another study, Barnea and Rubin (2010) employ a unique data that categorise 3000 

largest US companies as either socially responsible or socially irresponsible. This data 

was used to test the degree of association between corporate social performance and 

other conflicting variables. Findings from the study reveal that management ownership 
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is negative and significantly related to corporate social performance. However, the 

study is not without limitation as it utilised a binary variable using KLD rating to 

measure corporate social performance. The limitation of a binary variable is that of its 

inability to distinguish between companies that pass or fail the KLD screening (Barnea 

& Rubin, 2005).   

 

However, a study conducted using a sample of 14 Nigerian listed companies by 

Mgbame and Onoyase (2015) found an insignificant relationship between management 

ownership and environmental reporting. This suggests that proportion of managerial 

ownership does not have any influence on companies’ environmental reporting. A 

similar study was accomplished by Puspitasari and Mindarti (2012) among 35 sampled 

Indonesian manufacturing companies. Based on the insignificant relationship observed, 

the study concluded that the inconsequential finding was due to the low proportion of 

management ownership among listed companies in Indonesia. Also, an Egyptian study 

by Soliman et al. (2014) also shows that management ownership is not related to 

companies’ voluntary disclosure. The study focused on top 50 most active-traded 

companies in Egyptian Stock Exchange. However, the result of these studies was 

limited in term of their sample size. Hence, their findings cannot be generalised to the 

entire companies in the market. 

 

Meanwhile, Donnelly and Mulcahy (2008) tested the degree of association between 

management ownership and voluntary information disclosure among 51 sampled 

companies in Ireland. The multiple regression analysis reveals that the proportion of 

managerial ownership does not have any significant effect on voluntary information 

disclosure. Also, a related study by Lu et al. (2015) concludes that management 
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ownership is not significantly related to companies’ social reputation. The result of this 

study point to the fact that, managerial shareholders will not necessarily induce 

companies to act in a manner that is consistent with the interest of diverse stakeholders. 

However, the results of the above-reviewed studies were limited as they considered 

data for one year (cross-sectional study). Therefore, this is considered insufficient in 

tracing the trend of management ownership-social disclosure relationship.   

 

The relationship between management ownership and sustainability disclosure was also 

tested by Lucyanda and Siagian (2012). The study was conducted on a sample of 273 

listed companies in Indonesia. Finding from this study indicates that, the proportion of 

management ownership does not influence the disclosure of sustainability information. 

Therefore, greater ownership by company’s management will not necessarily maximise 

the performance of managers nor increase the disclosure of sustainability information 

in companies’ annual reports. Besides, Kim, Park and Ryu (2015) explore the 

determinants of corporate environmental responsibility among listed companies from 

27 different countries. The result of this study suggests that management ownership has 

a non-linear relationship with companies’ environmental responsibility reporting. This 

implies that, beyond an optimal ownership level, the effect of managerial ownership on 

environmental disclosure is likely to be associated with conditions conducive to the 

entrenchment of incumbent management. 
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Table 2.5  

Summary of Prior Studies on Management Ownership and Sustainability Disclosure 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

1 Uwalomwa 

(2011) 

35 listed 

companies 

(Nigeria) 

Managerial ownership Level of 

corporate 

social 

disclosure 

Management ownership 

positively influence 

level of corporate social 

disclosure.  

2 Khan et al. 

(2013) 

135 

manufacturing 

companies 

(Bangladesh) 

Managerial ownership                        

Public ownership                       

Foreign ownership                                 

Board independence                         

Role duality Audit 

committee    

level of CSR 

disclosures 

Managerial ownership is 

positively related to 

corporate social 

disclosure  

3 Ghazali and 

Weetman 

(2006)  

Top 100 most 

actively traded 

companies 

(Malaysia) 

Ownership concentration               

Number of shareholder            

Director ownership              

Government ownership              

Family members on the 

board  Independent NED                

Independent chairman   

Extent of 

voluntary 

disclosure 

Managerial ownership is 

negatively related to 

level of voluntary 

disclosure. 

4 Ghazali 

(2007) 

87 non-

financial  

companies 

listed in 

composite 

index 

(Malaysia)  

Ownership concentration                           

Director ownership              

Government ownership             

Profitability                                

Industry                                                

Firm size            

Extent of 

corporate 

sustainability 

disclosure 

Managerial ownership is 

negatively link to 

corporate sustainability 

disclosure.  

5 Oh et al. 

(2011)  

118  listed 

companies 

(Korea) 

Managerial ownership                        

Institutional ownership                       

Foreign ownership                                     

Corporate 

social 

responsibility 

rating 

Managerial ownership is 

negatively related to 

corporate social 

responsibility rating 

6 Paek et al. 

(2013) 

Publicly listed 

hotel, 

restaurant, and 

casino firm 

(US) 

Managerial ownership Corporate 

social 

disclosure 

Managerial ownership 

has negative impact on  

corporate social 

disclosure 

7 Barnea and 

Rubin (2010) 

2650 firms 

(US) 

Insider ownership                          

Insider control                   

Institutional ownership           

Leverage 

Corporate 

social 

performance 

Management ownership 

is negative and 

significantly related to 

corporate social 

performance.  

8 Mgbame and 

Onoyase 

(2015) 

14 listed  

companies 

(Nigeria) 

Managerial ownership                  

Board size                                      

Board independence 

Level of 

environmental 

reporting 

Managerial ownership is 

insignificant negative 

related to environmental 

reporting. 

9 Donnelly 

and Mulcahy 

(2008) 

51 listed  

companies 

(Ireland) 

Managerial ownership                  

Institutional ownership                     

Non-executive directors                     

CEO duality                                            

Board size                                       

Level of 

voluntary 

disclosure 

There is no relationship 

between management 

ownership and 

voluntary disclosure 

10 Puspitasari 

and Mindarti 

(2012) 

35 

manufacturing 

companies 

(Indonesia) 

Management ownership                 

Leverage                                               

Firm size                                             

profitability                                                 

Level of social 

disclosure 

Management ownership 

has no effect on the 

disclosure of social 

information 
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Table 2.5 (Continued) 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

10 Lucyanda 

and Siagian 

(2012) 

273 listed  

companies 

(Indonesia) 

Management ownership                 

Firm size                                             

Company profitability                   

Company leverage                             

Board of commissioner 

size                                      

Company profile                          

Company age             

Earning per share                  

Environmental concern                 

Growth opportunities 

Corporate 

social 

responsibility 

disclosure 

Management ownership 

has no influence toward 

11 Lu et al. 

(2015) 

83 companies in 

social 

responsibility 

ranking list 

(China) 

Management ownership                 

CEO duality                                       

Board size                                            

Board committee 

Corporate 

social 

reputation 

There is no significant 

relationship between 

mgt. ownership and 

corporate social 

reputation 

12 Iatridis 

(2013)  

529 listed  

companies 

(Malaysia) 

Management ownership                 

Institutional ownership              

Independent directors on 

board      Ind. directors on 

audit committee                                             

Existence of audit 

committee                   

Changes in mgt. within 

the year                                    

Cross listing                                         

Firm performance                                

Leverage                                                   

Firm Size 

Environmental 

disclosure 

quality 

Management ownership 

is positively associated 

with environmental 

disclosure score 

13 Kim et al. 

(2015)  

17956 firm year 

observation        

(27 countries) 

Management ownership            

Country's legal system                     

Firms legal origin 

Corporate 

environmental  

responsibility  

Management ownership            

has a non-linear 

relationship with 

corporate environmental 

responsibility 

14 Jia and Zang 

(2012) 

475 listed  

companies 

(China) 

Management ownership     Corporate 

social 

performance 

Managerial ownership 

had a positive and 

significant relationship 

with CSP 

15 Rashid 

(2015) 

175 publicly 

listed  firms 

(Bangladesh) 

Stakeholder power               

Monitoring cost                                            

Monitoring ability of 

stakeholders 

CSR reporting Insider ownership has a 

significant positive 

influence on companies 

CSR reporting 

16 Soliman et 

al. (2014) 

40 listed  

companies 

(Egypt) 

Management ownership                                                  

Concentrated ownership          

Institutional ownership                     

Board size                                                  

Board independence                            

CEO duality          

Level of 

voluntary 

disclosure 

Managerial ownership is 

not associated with 

voluntary disclosure 

17 Rahman and 

Widyasari 

(2008) 

76 

manufacturing   

companies 

(Indonesia) 

Management ownership                  

Leverage                                            

Profitability                               

Company's profile                                    

Size     

Corporate 

social 

disclosure 

Managerial ownership 

influences companies' 

corporate social 

responsibility disclosure 
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2.7.2 Block Ownership and Sustainability Disclosure 

Block owners have gained increasing attention from researchers as a result of their 

growing ownership stakes and influences in firms (Lamb & Butler, 2016). Therefore, 

block ownership represents the percentage of ordinary shares owned by substantive 

shareholders (5 percent or more). It is the type of ownership structure that is found 

throughout the world but more prevalent in countries with relatively poor shareholding 

structure  (La-porta, Silanes & Shleifer, 1999). The main benefit of block ownership is 

that shareholders gain more power and incentives to monitor the activities of corporate 

managers (Shleifer & Vishny, 1997). However, in a situation whereby block 

shareholders gain much power, the benefit is often offset. At this point, block holders 

usually pursue their objectives which may not coincide with the objectives of other 

minority shareholders (Nor, Shariff & Ibrahim, 2010). In such situation, the nature of 

agency problems which often stem from conflicts of interest between managers and 

shareholders will shift to become conflicts between minority shareholders and 

controlling owners (Shleifer & Vishny, 1997). 

 

However, block ownership structure has been recognised as an important monitoring 

mechanism in the extant corporate governance literature, although, the theoretical 

debate on the effect of ownership concentration has been longstanding and empirical 

evidence inconclusive (Jiang & Habib, 2009). On the one hand, a group of researchers 

such as Crisostomo and Freire (2015), Jiang and Habib (2009), Sufian and Zahan 

(2013), Tsamenyi, Enninful and Onumah (2007) contended that sustainability 

disclosure is greater in companies with a larger number of block holders. These group 

of researchers supports the earlier argument of Craswell and Taylor (1992), Raffournier 

(1995) which argues that block owners have more incentives and power to monitor the 
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behaviours of corporate management. These group of studies also believed that 

companies with a substantive number of block holders are expected to disclose higher 

sustainability information due to increase in public awareness. Also, such companies 

will be compelled to disclose more sustainability information to avoid reprimand or 

sanction as a result of unsatisfactory sustainability performance. This sanction is 

capable of leading to negative publicity which in the long run will affect the company’s 

share value (Abdullah et al., 2011).  

 

Alternatively, some scholars believe companies with a larger percentage of block 

ownership would likely disclose limited sustainability information due to fear of 

impending threat from competitors (Momany & Pillai, 2013). Also, such companies 

may also disclose lesser information because of the belief that block holders can easily 

access companies’ information from internal sources (Marston & Polei, 2004). Based 

on the opposing views, many studies were conducted to examine the relationship 

between block ownership and sustainability disclosure. However, the findings were 

mixed (Barako, 2007). Among others, Tsamenyi et al. (2007) examine whether the 

presence of block holders in companies’ shareholding structure affects the disclosure 

of sustainability information. Finding from the study indicates a positive and significant 

association between block ownership and social disclosure. Based on the observed 

result, the study argues that block holding does affect sustainability disclosure as it 

influences the discretion of management on the quantity of sustainability information 

to be disclosed.  

 

In a different context, Jiang and Habib (2009) explore the impact of various categories 

of ownership concentration on voluntary disclosure practices in New Zealand. The 
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result of the study suggested that companies characterised by higher financial 

institution-controlled ownership disclose less (more) at high (low) ownership 

concentration levels supporting expropriation. In contrast, firms with governmental or 

managerial-controlled ownership structures report considerably higher (lower) 

voluntary disclosures at high (low) ownership concentration levels suggesting a 

positive monitoring effect at high ownership concentration level. Additionally, a study 

on a sample of 64 Brazilian listed companies by Crisostomo and Freire (2015) 

concluded that firms' ownership concentration positively influences corporate social 

reporting. The possible explanation for the positive result is that dominant shareholders 

of Brazilian companies consider corporate social reporting as a useful tool for 

improving corporate image and reputation. Also, they perceive corporate reporting as 

an avenue for encouraging the accomplishment of CSR projects and its dissemination.  

 

Moreover, Diez, Gago, Garcia and Campillo (2014) examined the relevance of top 

management characteristics and ownership in the implementation of companies’ social 

disclosure activities. The study found that large shareholders’ commitment to long-term 

interest on investment and the linkage between their reputation and that of their firms 

are the key reasons block shareholders promote corporate social practices. Similarly, a 

study of 70 companies quoted on Dhaka Stock Exchange by Sufian and Zahan (2013) 

indicates a significant positive relationship between block ownership and corporate 

social disclosure. However, some limitations surrounded this study. First, the study 

examines only annual reports of companies in making disclosure index despite the 

availability of other mass communication mechanisms such as interim and quarterly 

reports, environmental reports, advertisements, special announcement and press 

releases. Secondly, the study is cross-sectional which involved data for a single year 
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(2010). Hence, the study suggests future research to conduct a longitudinal study using 

other competing sources of information. 

 

In contrast, studies equal reports a negative relationship between block ownership and 

sustainability disclosure. Some of this studies include Reverte (2009) which conducted 

a study to investigate the influence of companies’ governance structures on social 

disclosure among Spanish listed companies. The outcome of the study reveals that 

companies with lower concentrated ownership have a higher social disclosure rating. 

The result of the study reveals that most Spanish companies report their corporate social 

responsibility merely to counter public pressures and to build and sustain corporate 

legitimacy.  Also, a survey study on 778 firms from European countries by Calza, 

Profumo and Tutore (2014) reported that ownership concentration is negatively related 

to firms’ environmental proactivity. Accordingly, the study concludes that the level of 

environmental proactivity depends on shareholders’ motivation. Therefore, if a 

shareholder owns a substantial percentage of shares in a company and decides to force 

a long-term investment in social initiatives, other stakeholders other than the 

shareholder will benefit at the cost of his financial gains.  

 

Similarly, Tagesson, Blank, Broberg, & Collin (2009) included 271 public listed 

companies and 55 state-owned companies to explain the content and extent of social 

disclosure on corporate websites of Swedish companies. Results showed that ownership 

concentration is having a significant negative relationship with corporate social 

disclosure. Besides, Brammer and Pavelin (2008) conducted a study to investigate how 

industrial characteristics affects voluntary environmental disclosure among a sample of 

450 UK large companies. However, the result from the study reveals that having a high 
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ownership concentration leads to a lower disclose of environmental sustainability 

information. Another study conducted on a sample of 117 listed companies in Spain by 

Arcay and Vazquez (2005) also indicate a significant negative relationship between 

ownership concentration and corporate social disclosure. The study disclosed that 

Spanish companies with concentrated ownership do not accomplish the same level of 

compliance with the recommendations entrench in the country’s code of good 

governance as compared to widely dispersed companies. 

 

Meanwhile, Juhmani (2013) employed data from a sample of 44 Bahrain listed 

companies to test the degree of association between ownership structure and voluntary 

disclosure. However, the regression analyses show that Bahrain companies with a 

higher proportion of block ownership disclose fewer voluntary information compared 

to companies with lower block ownership. A related study conducted by Ali (2014) 

found block ownership having a significant negative relationship with sustainability 

disclosure. This, therefore, implies that companies with a high proportion of block 

ownership disclose fewer voluntary information compared to companies with a smaller 

number of block shareholders. However, the study is limited because the finding was 

based on observations of a relatively small number of companies (29 companies). This, 

therefore, raises further uncertainty regarding the extent to which the result of the study 

can be generalised. 

 

More so, there are studies that found an insignificant relationship between block 

ownership and sustainability disclosure. Findings from these studies suggest no 

association between block ownership and sustainability disclosure. Some of this studies 

include Otchere, Bedi and Kwakye (2012) which researched 20 Ghanaian listed 
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companies. The result of the study suggests that concentrated ownership is not related 

to companies’ sustainability disclosure. Another study conducted on a sample of top 

100 listed companies in Bursa Malaysia by Aman, Ismail and Bakar (2015) did not 

show a significant association between block ownership and sustainability reporting. 

However, the finding from the study was limited to the results. This is because the 

sample data consist of 100 large companies. Therefore with regards to industry issue, 

the vast difference in the number of companies within each industry group to some 

extent limits inferences on the findings.  

 

In a related study, Jindal and Kumar (2012), Dam and Scholtens (2013) collectively 

found an insignificant relationship between block ownership and sustainability 

disclosure. Jindal and Kumar (2012) used two-stage analysis to investigate the extent 

and determinant of human capital disclosure among 100 index companies in Bombay 

Stock Exchange. Dam and Scholtens (2013) employed firm-level data from a sample 

of 681 European companies to determine how ownership concentration in European 

multinational firms is related to firms’ corporate social responsibility. However, both 

studies were limited as they followed a cross-sectional design. Accordingly, the studies 

recommend a longitudinal study that has the potential to determine the pattern of 

changes in sustainability disclosure over time. A similar study was accomplished by 

Rufino and Machado (2015) on 100 most traded shares on Sao Paulo Stock, 

Commodities and Future Exchange in Brazil. Based on an insignificant relationship 

observed, the study concluded that companies with higher concentrated ownership 

divulge less in voluntary social disclosure than companies with lower concentrated 

ownership. 
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In a more recent study, Nurhayati et al. (2016) investigate factors that affect the social 

and environmental reporting of Indian textile and apparel companies. Indeed, the study 

found an insignificant relationship between ownership concentration and companies’ 

social and environmental reporting. A potential reason behind the non-significant 

relationship observed by this study is that most owners with high concentrated 

ownership in the Indian textile and apparel industry do not extend their shareholding 

base. Hence, they do not perceive the need for external legitimisation. Also in 2016, 

Lamb and Butler analysed 153 firms ranked among 100 to 300 on the Fortune 500 list 

in the US. The study found that block owners have no significant influence on CSR 

strength. A possible explanation for this findings is that block owners may likely focus 

on long-term investments in firms, but will not necessarily associate themselves with 

firms’ image and reputation. 
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Table 2.6  

Summary of Prior Studies on Block Ownership and Sustainability Disclosure 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

1 Tsamenyi et 

al. (2007) 

22 listed 

companies 

(Ghana) 

Block ownership                     

Dispersion 

Level  of 

disclosure 

Block ownership is 

positive and significant 

related to level of 

disclosure. 

2 Jiang and 

Habib (2009) 

146 companies 

(New Zealand) 

Ownership concentration Extent of 

voluntary 

disclosure 

Ownership concentration  

has a significant positive 

effect on voluntary 

disclosure level 

3 Crisostomo 

and Freire 

(2015) 

64 listed 

companies 

(Brazil) 

Ownership concentration Corporate 

social 

disclosure 

Corporate social 

reporting is positively 

influenced by firms’ 

ownership concentration 

4 Sufian and 

Zahan 

(2013) 

70 listed 

companies 

(Bangladesh) 

Ownership concentration 

Foreign ownership  

Number of outside 

shareholders Board size 

Corporate 

social 

disclosure 

Ownership concentration 

is significant positive 

related to corporate 

social disclosure. 

5 Reverte 

(2009) 

46 listed firms 

(Spain) 

Ownership concentration              

Media exposure                              

Leverage                                      

Profitability                               

Industry sensitivity                    

Company size                                 

International listing 

Corporate 

social 

disclosure 

rating 

Companies with lower 

concentrated ownership 

have a higher corporate 

social disclosure rating. 

6 Tagesson et 

al. (2009) 

271 public 

listed 

companies and 

55 state owned 

companies 

(Sweden) 

Ownership concentration              

Ownership identity                                                

Firm size                               

Profitability                                            

Industry 

Social 

information 

disclosure 

Ownership concentration 

is having a significant 

negative relationship 

with corporate social 

disclosure. 

7 Brammer 

and Pavelin 

(2008) 

450 large 

companies 

(UK) 

Ownership concentration              

Visible environmental 

issues            Firms 

environmental 

performance  Firm size                                            

Firm media exposure                     

Profitability                                   

Leverage                                             

Number of NED 

Voluntary 

environmental 

disclosure 

High ownership 

concentration leads to a 

lower disclose of 

environmental voluntary 

environmental 

information. 

8 Arcay and 

Vazquez 

(2005) 

117 listed 

companies 

(Spain) 

Ownership structure                         

Ind. directors on board                                                                         

Existence of Audit 

committee       CEO 

duality                                       

Directors ownership                     

Stock option plan for 

directors 

Voluntary 

disclosure 

Ownership concentration 

is negatively related to 

corporate social 

disclosure. 
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Table 2.6 (Continued) 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

9 Juhmani 

(2013) 

44  listed 

companies 

(Bahrain) 

Block ownership                     

Managerial ownership              

Government ownership 

Extent of 

voluntary 

disclosure 

Companies with higher 

proportion of block 

ownership disclose fewer 

voluntary information 

10 Ali (2014) 103 listed firms 

(Jordan) 

Ownership Concentration 

Institutional ownership            

Foreign ownership                 

Directors age                                   

Directors gender                            

Board size                                           

Proportion of NED                                  

CEO duality 

Level  of 

voluntary 

disclosure 

Ownership concentration 

is negatively related to the 

level of voluntary 

disclosure. 

11 Otchere et al. 

(2012) 

20 listed 

companies 

(Ghana) 

Ownership concentration            

Proportion of NED                             

Audit committee           

Financial expert on Audit 

committee Firm size                                            

Leverage 

Company’s 

sustainability 

disclosure 

No relationship between 

concentrated ownership 

and level of companies’ 

sustainability disclosure 

12 Aman et al. 

(2015) 

Top 100 listed 

companies 

(Malaysia) 

Block ownership                  

Managerial ownership              

Government ownership                     

Type of Industry 

Corporate 

sustainability 

disclosure 

Block ownership did not 

indicate any significant 

association with 

sustainability reporting 

13 Nurhayati et 

al. (2016) 

Top 100 listed 

textile and 

apparel 

companies 

(India) 

Ownership concentration           

Board independence                           

Firm size                                            

Branded textile and 

apparel product 

Social and 

environmental 

reporting 

No significant association 

between ownership 

concentration and level of 

social and environmental 

reporting 

14 Jindal and 

Kumar 

(2012) 

97 companies 

listed on BSE 

100 index 

(India) 

Ownership concentration                                      

Firm size                                                

Industry                                            

Cross listing 

Level of human 

capital 

disclosure 

Ownership concentration 

has no bearing on human 

capital disclosure 

15 Dam and 

Scholtens 

(2013) 

681 European 

companies 

(Europe) 

Ownership concentration                                      

Operating revenue 

Corporate social 

responsibility 

Concentrated ownership 

worsen CSR of firms 

16 Calza et al. 

(2014) 

778 firms 

(European 

countries) 

Ownership concentration 

Institutional ownership                                     

State ownership 

Corporate 

environmental 

proactivity 

Ownership concentration 

is negatively related to 

firm's environmental 

proactivity 

17 Rufino and 

Machado 

(2015) 

100 most traded 

shares on Sao 

Paulo stock, 

commodities 

and future 

exchange 

(Brazil) 

Ownership concentration                                      

Size    Profitability       

Rentabilidade Leverage     

Regulated sector        

Reputation 

Voluntary 

social 

information 

Ownership concentration 

is not statistically related 

to the disclosure of 

voluntary information 

18 Lamb and 

Butler 

(2016) 

153 firms 

ranked between 

100 to 300 on 

the Fortune 500 

(US) 

Dedicated owners' equity             

Transient owners' equity                  

Family owners' equity 

Corporate social 

responsibility 

performance 

Dedicated owners have no 

influence on CSR strength 

but increases CSR 

concerns 
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2.7.3 Foreign Ownership and Sustainability Disclosure 

Foreign ownership refers to the percentage of shareholdings by non-residents 

(Sivathaasan, 2013)  Foreign owners just like other investors, have control over 

companies affairs and also react to companies actions and decisions (Mangena & 

Tauringana, 2007). They do this by putting pressure on companies’ management to 

disclose information that is adequate to meet their needs and that of other stakeholders. 

By so doing, they tend to minimise conflict of interest between managers and 

shareholders. Foreign owners also perform an active role in monitoring management 

effectiveness in releasing corporate reports including sustainability reports. In this 

regards, foreign ownership is seen as a significant determinant of corporate 

sustainability disclosure (Barako et al., 2006). Accordingly, stakeholders rely more on 

information in the corporate annual reports of companies with a higher proportion of 

foreign ownership (Wang, Sewon & Claiborne, 2008).  

 

Based on the above perception, some prior studies were conducted to investigate the 

influence of foreign ownership on sustainability disclosure. Finding from these studies 

were mixed with positive, inverse and in some cases insignificant relationship between 

the two variables. Looking at the extant literature, far back 2005, Haniffa and Cooke 

conducted a study that investigates the influence of corporate governance attributes on 

corporate social disclosure among 139 listed companies in Malaysia. The regression 

results indicated that foreign ownership is statistically related to corporate social 

disclosure. However, a positive relationship was also established by a similar study 

conducted on a sample of 109 Chinese companies by Wang et al. (2008). The study 

attributes the positive finding to the higher level of information asymmetry faced by 

foreign shareholders in China due to the language barrier and lack of access to corporate 
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information. For this reason, Chinese firms have to release more transparent 

information including sustainability disclosures. This is particularly important as it is 

seen as a strategy to raise and retain foreign funds. Though, like most previous studies, 

this study has some limitations which are expected to be taken care of by future 

research. For instance, the study conducted a cross-sectional study that involves a data 

for one year (2005). Also, the Chinese environment where the study was conducted is 

unique. Therefore, findings from this setting may not be generalised to capital markets 

in other parts of the world. Based on this reasons, the study recommends conducting a 

similar study in other national settings using longitudinal data. 

 

In another study, Soliman, Bahaa and Din (2012) provide evidence of a significant 

positive relationship between foreign ownership and sustainability disclosure among a 

sample of 42 most active Egyptian companies. The study, therefore, concludes that the 

level of Western investments is related to corporate social engagement given that the 

Western practice influences a recent trend in corporate social disclosure. Besides, a 

study of top 100 Indian companies by Muttakin and Subramaniam (2015) also 

established a significant positive relationship between foreign ownership and 

companies’ social disclosure. However, the two studies above were limited as both 

studies utilises data from a sample of most active companies in their various market. 

Therefore, their findings may not be a representation of the entire companies in the 

market.  

 

In a related study, Garcia, Afsah and Sterner (2009), Bowrin (2013) and Li and Chan 

(2016) found that foreign ownership has a positive and significant association with 

environmental disclosure. Based on this finding, the studies concluded that companies 
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with a significant proportion of foreign ownership would practice better environmental 

reporting. Relatedly, research accomplished by Sartawi, Hindawi, Bsoul & Ali (2014) 

on a sample of 277 Jordanian listed firms indicates that the presence of foreign directors 

on corporate boards positively influence companies’ voluntary disclosure. However, 

the study was saddle with a limitation which restricts its generalisation. Specifically, 

the scope of the study is only limited to public listed companies in industrial, service 

and insurance sectors. Therefore, the result of the study may not be a representation of 

all companies in the market.  

 

More recently, Ezhilarasi and Kabra (2017) investigate components that influence the 

disclosure of environmental information among 431 firms from most polluting 

industries in India. Indeed, the study found that foreign ownership is a key component 

that affects environmental disclosure practices. Accordingly, the finding lends credence 

to the popular view that companies whose ownership structure is largely held by 

foreigners influence not just the company’s financial performance, but also the 

environmental disclosure practice. Still in 2016 Khlif and Ahmed conducted a meta-

analysis study on prior ownership-voluntary disclosure literature. Based on a wide 

review, the study concludes that the presence of foreign investors is significant and 

positively related to disclosure levels. This is because, the presence of foreign investors 

encourages good governance and disclosure practices which consequently translate into 

more voluntary disclosure, particularly, in developing markets that are often 

characterised by a weak disclosure traditions. 

 

In contrast, Bokpin et al. (2015) found empirical evidence to show that foreign 

ownership is negatively associated with corporate social disclosure. The study was 
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purposely meant to examine the impact of corporate disclosure on foreign equity 

ownership. It was conducted using accounting and market data of publicly traded 

companies in Nigeria, Kenya and Ghana. While on the extreme, Monteiro and Guzman 

(2010) established an insignificant relationship between foreign ownership and 

environmental disclosure. The study was carried out to examine the influence of various 

factors on environmental disclosure among Portuguese listed companies. Accordingly, 

the study concludes that foreign affiliation to a lesser extent does not influence the 

decision to provide environmental information.  

 

Moreover, the association between foreign ownership and sustainability reporting was 

also tested by Amran and Haniffa (2011). This study found foreign ownership not 

having a significant influence on sustainability reporting. However, a further 

investigation reveals that most of the sampled companies disclose their sustainability 

information in independent, discreet reports rather than annual reports. This was the 

likely reason for the insignificant relationship observed by this study. Besides, this 

study is also constraint by some limitation which is likely to reduce its reliability and 

generalisability. First, the study only looked at companies annual reports for a single 

year, as such the findings may not be suitable for generalisation of other periods. 

Second, the study was also confined by data availability specifically as it relates to 

proxies for independent variables. Lastly, the study was annual report-centric, as such, 

it did not consider other competing sources of information such as stand-alone 

sustainability reports, Due to this factors, the study falls short of being appropriate to 

be generalised to other markets.  
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In another study, Jalila and Devi (2012) examine the impact of different ownership 

structures on voluntary disclosure after the introduction of institutional changes on 

Malaysian corporate governance climate in 2007. The study focused mainly on segment 

disclosure and finding from the study reveals that foreign ownership is not related to 

the extent of segment disclosure. Therefore, the study falls short of the notion that 

foreign ownership triggers higher segment disclosure. On this basis, the study 

recommends future studies to consider a moderating or a mediating factor that might 

explain the low disclosure level of segment reporting. 

 

Table 2.7  

Summary of Prior Studies on Foreign Ownership and Sustainability Disclosure 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

1 Haniffa and 

Cooke (2005) 

139 listed 

companies 

(Malaysia) 

Malay dominated board                          

Malay finance director                               

Malay dominated 

shareholders  

Composition of NED                      

Chairperson with multiple 

directorship                                         

Foreign ownership                            

Corporate 

social 

disclosure 

Foreign ownership is 

statistically related to 

corporate social 

disclosure 

2 Wang et al. 

(2008) 

109  listed 

companies 

(China)  

Foreign ownership                            

State ownership                                

Firm performance                       

Auditor type                                          

Cost of debt capital 

Level of 

voluntary 

disclosure 

Foreign ownership is 

positively related to level 

of voluntary disclosure 

3 Soliman et al. 

(2012) 

top 42 

most 

active-

traded 

companies 

(Egypt) 

Foreign ownership                            

Managerial ownership                

Institutional ownership                               

CSD rating Foreign ownership is 

related to corporate 

social disclosure 

4 Muttakin and 

Subramaniam 

(2015) 

Top 100 

listed  

companies 

(India) 

Foreign ownership                       

Promoter ownership              

Government ownership                     

Board independence                            

CEO duality 

Extent of 

corporate 

social 

disclosure 

Foreign ownership is 

having a significant 

positive relationship with 

extent of corporate social 

disclosure 

5 Bokpin et al. 

(2015)  

Publicly 

traded 

companies 

(Nigeria, 

Kenya and 

Ghana) 

Foreign ownership Corporate 

disclosure 

Foreign ownership is 

significant and 

negatively related to 

corporate disclosure. 
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Table 2.7 (Continued) 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

6 Sartawi et al. 

(2014) 

277 listed 

companies 

(Jordan) 

Foreign ownership                                            

Institutional ownership                  

Concentrated ownership           

Director's age                                      

Director's gender                           

Board size                                   

Proportion of NED                               

CEO duality 

Level of 

voluntary 

disclosure 

The presence of foreign 

directors on corporate 

boards positively 

influence level of 

voluntary disclosure. 

7 Monteiro 

and Guzman 

(2010) 

109 large 

companies 

(Portugal) 

Foreign ownership                                 

Environmental 

certification                

Firm size                                               

Industry membership              

Profitability                              

Quotation on the stock 

market 

Environmental 

information 

disclosure 

Foreign ownership does 

not have influence on 

environmental disclosure 

8 Amran and 

Haniffa 

(2011) 

584 listed 

companies 

(Malaysia) 

Foreign share ownership          

Government ownership     

Dependence on 

government projects and 

contracts       Foreign 

business associates     

Corporate strategic 

orientation                

Corporate status as 

subsidiary                            

Top management                    

Corporate goals/culture 

Extent of 

sustainability 

reporting 

Foreign ownership not 

having any significant 

influence on 

sustainability reporting 

9 Jalila and 

Devi (2012) 

Government 

listed 

companies 

(Malaysia) 

Foreign ownership                            

Managerial ownership                

Institutional ownership               

Family Ownership                            

GLC ownership                           

Widely dispersed 

ownership 

Extent of 

segment 

disclosure 

Foreign ownership is not 

related with the extent of 

segment disclosure 

10 Khlif et al. 

(2016) 

69 studies                      

(Meta-

Analysis) 

Foreign ownership                

Concentration ownership            

Institutional ownership                      

State ownership                  

Managerial ownership 

Corporate 

voluntary 

disclosure 

Foreign ownership is 

positively related to the 

level of voluntary 

disclosure 

11 Garcia et al. 

(2009) 

145 firms 

from 

Indonesia's 

proper 

programme 

(Indonesia) 

Foreign ownership                              

Public ownership                          

Private ownership 

Environmental 

rating scheme 

Foreign owned firms are 

more likely to respond to 

environmental rating 

scheme 

12 Ezhilarasi 

and Kabra 

(2017) 

431 firms 

from most 

polluting 

industries 

(India) 

Foreign ownership                        

Board independence                            

Board size                                              

Environmental 

certification   Firm 

performance                    

Leverage 

Environmental 

disclosure 

Foreign ownership is an 

important factor in 

explaining 

environmental disclosure 

practices 
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Table 2.7 (Continued) 

S/N 

Author & 

Year of 

Publication 

Sample 

(Country) 
IV DV Key Findings 

13 Bowrin (2013) 55 companies 

listed in three 

Caribbean 

countries 

(Barbados, 

Jamaica and 

Trinidad & 

Tobago) 

Foreign influence                             

Gender diversity                           

Board independence             

Industrial affiliation                           

Firm size 

Social and 

environmental 

disclosure 

The amount of social 

and environmental 

disclosure is positively 

related to foreign 

influence 

14 Li and Chan 

(2016) 

1268 firms in 

12 Chinese 

cities (China) 

Foreign ownership                                

State ownership                          

Private ownership  

Environmental 

performance 

Foreign ownership has a 

better in meeting 

environmental  

performance 

 

2.8 Gaps in the Literature 

In summary, the above studies made substantial contributions to sustainability reporting 

literature by empirically demonstrating the influence of corporate governance 

mechanisms on sustainability disclosure. However, the findings from these studies were 

limited and several reasons account for the inadequacies. Firstly, some of the studies 

(Esa & Ghazali, 2012; Ghazali, 2007; Haladu & Salim, 2016; Muttakin & 

Subramaniam, 2015; Rao et al., 2012) utilised sample that comprised of only large 

companies or companies with the most actively traded stocks without considering other 

small or medium companies. Hence, findings from these studies may not adequately 

represent the entire companies in the market. Therefore, to obtain a more generalised 

result, the present study select its sample from among all listed companies on the 

Nigerian Stock Exchange irrespective of sector.  

 

Secondly, some of the studies such as Akhtaruddin et al. (2009); Chau and Gray (2010); 

Shamil et al. (2014); Buniamin et al. (2011); Sarivudeen and Shaham (2013); Giannakis 

(2014) were conducted using data for a single year (cross-sectional studies). This is 

considered insufficient in tracing the trend of the impact of corporate governance 
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mechanisms on sustainability disclosure. Therefore, the present study extend such 

studies by conducting a longitudinal study that involves data for six years (2010-2015). 

This step is undertaken with the view to validate the existing findings and also to 

observe whether the result may differ across multiple years.  

 

Thirdly, studies such as (Daniel et al., 2015; Fodio & Oba, 2012; Haladu & Salim, 

2016; Kilic et al., 2015; Mgbame and Onoyase (2015); Sartawi et al., 2014) considered 

data from specific sectors or sectors that are assumed to be environmentally polluting, 

neglecting other companies in the market. Therefore, to have a very good understanding 

of how corporate governance attributes impact corporate sustainability disclosure in 

their entire Nigerian capital market, the present study considered all sectors in the 

market. In this manner, the result of the study can conveniently be generalised to 

companies in all sectors of the market.  

 

Next, some of the extant literature rely only on companies annual reports as a source of 

data for their survey. Studies such as Lim et al. (2007); Amran and Haniffa (2011), 

Uwuigbe et al. (2011), Sufian and Zahan (2013), Halidu and Salim, 2016a falls into this 

category. Therefore, the present study extend such studies by utilising other competing 

sources of information such as stand-alone sustainability reports, corporate websites 

and stock exchange fact books in addition to corporate annual reports. In this way, the 

result of the study will be more robust and valid.  

 

Also, some of the existing literature employed frameworks for measuring sustainability 

disclosure that is not sufficient enough to capture all component of social and 

environmental disclosure reported by companies. In effect, studies such as Alsaeed 
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(2006), Huafang and Jianguo (2007), Omobola and Uwuigbe (2013), Pamies (2013), 

Staden and Chen (2010), Uwalomwa, 2011 utilised disclosure checklist that does not 

cover all sustainability disclosure items in the annual report of companies. The present 

study extend erstwhile literature by using a more recent framework (GRI G4 

guidelines). This framework is assumed to be a more comprehensive measure of 

sustainability disclosure with various sources and indicators.  

 

Also, the present study extend prior studies such as Ntim and Soobaroyen (2013) and 

Gamerschlag, Moller and Verbeeten (2011) which utilised keywords as a method for 

content analysis. However, keywords may be an unsuitable method for content analysis, 

as words may likely be separated from their textual background (Gamerschlag et al., 

2011). Thus, the present study used sentence count as a method for codifying content 

into predefined categories based on annual reports of companies. This step is 

undertaken with the view to overcome the problems associated with the use of words 

or page which add to unnecessary unreliability (Michelon & Parbonetti, 2010; Milne & 

Adler, 1999). 

      

2.9 Intellectual Capital as Moderator 

Intellectual capital is a concept that is generating a great deal of interest in the 

mainstream accounting and management literature (Yang & Lin, 2009). The concept 

has been defined by different scholars in order to give it a befitting meaning. Brooking 

(1996) as cited in Falikhatun, Aryani and Prabowo (2011) defined it as a combined 

intangible assets of market, intellectual property, human-centred and infrastructure that 

enables companies to function.  Stewart (1998) termed intellectual capital as a package 

of useful knowledge that comprises of organisations processes, technologies, 
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employees, skills, patents, information about suppliers, customers and stakeholders. 

More recent, Huang et al. (2007), delineate intellectual capital as a composite of 

wisdom, intelligence, creativity, flexibility and entrepreneurship core competencies 

needed to succeed in today’s increasingly competitive environment where knowledge 

and technology dominate.  

 

Therefore, the concept is gaining prominence due to changes in the global economy 

which lay down the former traditional way of monitoring operations to a modern 

approach that emphasises on value creation (Ting & Lean, 2009). The current changes 

in technology, increase in customers’ sophistication and the need for innovations have 

moved the bases of competition to intellectual capital assets as opposed to earlier 

traditional physical and financial resources (Cuganesan, 2006). However, many studies 

both theoretical and empirical were undertaken on intellectual capital and its 

components as independent, dependent, mediating or moderating variable with varying 

results. Earlier studies concentrated mostly on consciousness raising and mass 

awareness of the relevance of intellectual capital (Guthrie & Petty, 2000; Marr,  Gray, 

&  Neely, 2003). These studies were largely descriptive or exploratory studies that 

emphasised on the significance of intellectual capital and also provide background for 

classifying, measuring and reporting intellectual capital in companies’ annual reports 

(Guthrie & Petty, 2000). At the early stage, case studies were the most popular methods 

for conducting intellectual studies.  

 

Therefore, some of the pioneer studies in the area of intellectual capital include 

Edvinsson (1997), Sveiby (1997), Kaplan and Norton (1996), Petrash (1996), Danish 

Agency for Trade and Industry (2000), Meritum (2002). These studies lay the 
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foundation for measuring and reporting intellectual capital among companies in the 

world. Although, the studies were criticised for being heuristically developed in the 

practical field or based on specific subject or certain circumstances (Bornemann, 

Knapp, Schneider, & Sixl, 1999). Consequently, several other studies followed suit by 

concentrating on creating guidelines and framework to support the initial concept. 

Prominent among the studies include Bontis (1998), Miller et al. (1999), Bontis, 

Dragonetti, Jacobsen and Roos (1999), Canibano, Ayuso, Sanchez and Olea (1999). 

These studies developed various conceptual models and measures of intellectual 

capital. They work toward ensuring that both academics and practitioners understand 

the components of intellectual capital and are made to improve and advance research 

in the area.  

     

Based on preceding, some studies were conducted to examine the relationship between 

intellectual capital and sustainability disclosure. For instance, Razafindrambinina and 

Kariodimedjo (2011) conducted an exploratory study to determine the relationship 

between intellectual capital and corporate sustainability disclose. The researchers 

observed that the level of corporate social disclosure in Indonesia is virtually at the 

stage where companies regard corporate social disclosure as a means of managing 

social responsibilities rather than a wider level of transparency to stakeholders. In 

another study, Lungu, Caraiani and Dascalu (2012) examine how sustainable 

intellectual capital helps to overcome the shortcomings of different approaches to 

voluntary disclosure and business strategy. The scholars point out that responsible 

companies that are oriented toward sustainability reporting may benefit from 

establishing a correlation between intellectual capital and corporate sustainability 

reporting activities.  
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In a different context, Musibah and Alfattani (2014) examine the interconnection 

between intellectual capital and corporate sustainability disclosure in Islamic banking 

sector of countries in Gulf Corporation Council (GCC). Finding from the study 

evidenced a negative relationship between intellectual capital and corporate 

sustainability reporting. However, the study indicates that intellectual capital practices 

can assist in embedding corporate sustainability reporting in companies. Also,  Passetti, 

Tenucci, Cinquini and Frey (2009) reiterate the relationship that exists between 

corporate sustainability reporting and intellectual capital. Also, the key role played by 

the disclosure of the two variables in annual reports of companies. Consequently, the 

study confirms that sustainability disclosure has a significant positive impact on 

intellectual capital management given that they contribute towards generating and 

reinforcing intangible resources and company’s capabilities.  

 

Moreover, Sulkowski and Fijalkowska (2013) emphasised on the need to develop a 

more comprehensive and integrated approach to reporting. The study suggested the 

establishment of an approach that is capable of incorporating financial data and 

information, corporate governance, intellectual capital and corporate sustainability 

information into a spectrum of corporate disclosure that will be able to provide a more 

coherent, transparent and complete document. In the same way, Aras, Aybars and Kutlu 

(2011) examine the interaction between corporate social responsibility and value-added 

intellectual capital (VAIC) on a sample of manufacturing companies in Turkey. The 

VAIC was measured using human and structural dimensions of intellectual capital. The 

level of corporate social responsibility disclosure was derived using the number of 

sentences constituting corporate social responsibility activities.  
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In another study, Nazari, Herremans, Isaac, Manassian and Kline (2011) carry out a 

comparative study to determine the influence of organisational characteristics on 

intellectual capital between two contrasting Countries Canada and the Middle East. The 

construct of organisational characteristics consists of climate, culture and 

organisational traits. While the intellectual capital construct was measured using three 

sub-scales representing human, organisational and relationship capitals. However, the 

results of the study indicate that all categories of organisational characteristics were 

significantly related to intellectual capital despite significant differences in intellectual 

capital practice between the two countries. 

 

Lately, some studies were also conducted to examine the interacting effect of 

intellectual capital. Specifically, researchers examine the tendency of intellectual 

capital moderating a relationship between variables. Some of these studies include 

Bontis and Serenko (2007) which hypothesised and empirically test a model which 

explains employee capabilities and include human capital management practice a 

component of intellectual capital as a moderating variable. The model was subsequently 

tested using structural equation modeling technique (PLS) and was found to be 

supported thereby demonstrating the importance of human capital management. Also, 

in a sample of 1676 companies listed on the Australian Stock Exchange, Clarke et al. 

(2011) investigate whether intellectual capital can moderate the relationship between 

capital employed efficiency and companies’ performance. The regression analysis was 

performed using OLS and the result of the analysis was inconclusive. Despite the 

inconclusiveness of the result, the findings still indicate the existence of the interaction 

for both human and structural capital efficiencies. Hence, the study indicates that 

interaction effects will provide an avenue for future intellectual capital studies.  
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In a different context, Sofian et al. (2011) posit a framework that links the moderating 

effect of intellectual capital on the relationship between the relevance of earnings and 

cost of equity. The study, therefore, concludes that enhancement and improvement in 

the quality of information relating to the relevance of earnings through recognition of 

intellectual capital result in a reduction of information asymmetry. At the same time, 

increase investors interest to invest and finally reduce the cost of equity. Similarly, 

Naidenova and Oskolkova (2012) emphasised the presence of both linear and 

multiplicative dependency of intellectual capital components on company’s value. 

Multiplicative dependency implies the existence of interaction effects which may either 

be positive or negative. Based on the study’s findings, the interacting effect explains a 

smaller portion of company’s value than a linear combination of intellectual capital 

components.  

 

In Nigeria, few intellectual capital studies were conducted and therefore the available 

ones mostly concentrated on particular sectors such as banking, telecommunication, 

manufacturing, etc. Accordingly, a study by Haji and Mubaraq (2012) was carried out 

to examine the practice of intellectual disclosure among Nigerian banks after the 2005 

banks restructuring exercise and consequent policy changes. The study spanned from 

2006-2009 coinciding with the period of banks consolidation exercise and the 

consequent introduction of mandatory corporate governance code in Nigeria. In a 

related study, Ibikunle, Oba and Nwufo (2013) and Omoye (2013) investigate the 

determinants of intellectual capital disclosure in annual reports of listed companies in 

Nigeria. Both studies utilised content analysis of companies’ annual reports as their 

method and all companies listed on the main market constitute the population of studies. 
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Firm-level characteristics comprising firm size, company age, industry type, 

profitability, liquidity were the selected determinant of intellectual capital.  

 

Also, in a sample of 20 Nigerian companies that made up the list of Forbes Africa’s top 

25 West African companies in the year 2012, Oba, Ibikunle and Damagum (2013) 

examines the impact of board characteristics on the quality of intellectual capital 

disclosures. Thus, the result of the study reveals that board size, firm size, board 

nationality and diversity were significant in predicting the quality of intellectual capital 

disclosure. By these findings, the study made a case for diversification of board 

members’ nationality and also on the relevance of maintaining a manageable board size 

among Nigerian companies.   

 

In another study, Salman and Dandago (2013) carry out an exploratory study to 

examine the extent and quality of intellectual capital disclosure among Nigerian 

companies. A sample of 50 listed companies was selected for the study, and content 

analysis of annual reports is the method. Overall, the result of the study indicates that 

the level of intellectual capital disclosure in annual reports of sampled companies is 

relatively low. Also, most of the drivers of intellectual capital are reported in either 

narrative or qualitative form rather than quantitative or monetary terms. Additionally, 

Suraj and Bontis (2012) carry out a survey study on 150 telecommunications companies 

in Nigeria. Finding from the study reveals that, Nigerian telecommunications 

companies are more customer-driven rather than service-driven given that they 

emphasised more on customer capital compared to other forms of intellectual capital. 

Also, the sampled companies encourage strong customer-employee relationship rather 

than organisation-customer relationship.  
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Based on the preceding, there is rarely any study that examines the moderating effect 

of intellectual capital on corporate governance mechanisms and sustainability 

disclosure in the existing literature. Therefore, the present study fills in the gap by 

investigating the moderating influence of intellectual capital on corporate governance 

variables and sustainability disclosure in the Nigerian context. However, intellectual 

capital is the material knowledge, information, intellectual property and experience 

possessed by companies (Stewart, 1998). It is viewed as a vital strategic asset that 

involves specific and valuable knowledge lying in an organisation (Mouritsen, 1998). 

It is seen as the brain gain of any organisation and therefore constitutes a vital 

component and strategic asset of companies (Safieddine, Jamali & Noureddine, 2009). 

Hence, effective management of this resource is crucial for the successful performance 

of companies.  

 

Therefore, considering the significance of intellectual capital in companies’ value 

creation, it is likely to moderate the relationship between corporate governance 

elements and sustainability disclosure. The best way to achieve this objective is through 

intellectual engagement with stakeholders. Through such interaction, companies will 

be able to receive feedback from various stakeholders. Accordingly, this feedbacks will 

be able to assist companies in understanding the categories of sustainability information 

best valued by stakeholders (Baba & Abdul-manf, 2017). In this manner, companies 

will be able to channel their sustainability initiatives toward satisfying the interests and 

expectations of their various stakeholders.  

 

Accordingly, this study concludes that intellectual capital has a significant role to play 

in enhancing the disclosure of sustainability information through corporate boards. 
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Specifically, this study argues that intellectual capital is likely to strengthen 

sustainability disclosure through corporate governance elements. Therefore, while 

corporate governance mechanisms are likely to influence the disclosure of 

sustainability information, the relationship probably remain subordinate without the 

moderating influence of intellectual capital.   

 

2.10 Control Variables 

Prior literature such as Cowen, Ferreri and Parker (1987) and Roberts (1992) reveals 

that firm-level factors affect the disclosure of  sustainability information in the annual 

reports of companies. Therefore, these factors should be controlled with the view to 

obtain a correct inference. For this study, variables comprising financial performance 

leverage, firm size, industry type and liquidity were specified as control variables. 

These variables are explained in relation to sustainability disclosure in the following 

sub-sections.  

 

2.10.1 Financial Performance and Sustainability Disclosure 

Financial performance is a concept that is valued by the academics, industry and 

government (Tseng, Lan, Lu & Chen, 2013). It is basically a report that shows 

companies’ economic performance in terms of net income for the period and in relation 

to financial position at a point in time (Dunn & Sainty, 2009). Financial performance 

is a measure of companies’ accomplishment in terms of financial objectives. It is seen 

as a subjective measure of company’s accountability based on the results of its 

operations, policies and activities quantified in monetary terms for an identified period 

of time (Wanjiru, 2013). 
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However, financial performance is concern with various issues some of which is the 

assessment of companies’ productivity.  It indicates how companies’ resources are 

utilised and also specify better ways of achieving companies’ missions and objectives 

(Abraham, 2004). Financial performance is employed for different purposes. 

Specifically, it is used for evaluating the overall financial health of companies over a 

specific period. It is also used as a yardstick for comparing identical companies from 

the same industry or different industries and from time to time. As such, it is regarded 

as a mechanism for gauging companies’ policies and operations in terms of monetary 

gains (Trivedi, 2010). 

 

Financial performance means different thing to different users, for the academics, it 

serves as an indicator for measuring the quality of corporations. It also relevant to 

government authorities as it provides a basis for reviewing the effectiveness of policies. 

More importantly, it serves as a platform for setting goals or targets which companies 

are expected to pursue (Abira, 2014). Financial performance is broadly subdivided into 

three comprising of investor (market-based) returns, accounting (accounting-based) 

returns, survey (perceptual) measurement (Orlitzky, Schmidt, & Rynes, 2003). Market-

based returns reflect the level of shareholders’ satisfaction. In other words, it is an 

aspect of financial performance that views shareholders as a primary stakeholder group 

and their satisfaction determines the future existence of a company. This consists of 

stock price and market value.  

 

Alternatively, accounting-based returns provide an idea of company’s internal 

efficiency (Boaventura, Santos & Mello, 2012). It reflects companies’ internal 

decision-making capabilities and managerial performance. It is based on policy choices 
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and subject to the discretion of managers in terms of allocating funds to different 

projects. It includes return on equity, returns on assets and earnings per share (Orlitzky 

et al., 2003). Thus, perpetual measurement provides a subjective estimate that includes 

soundness of companies’ financial position, efficient use of corporate assets and 

financial goal achievement relative to competitors.   

 

Meanwhile, there are several empirical views of how companies’ financial performance 

relates to corporate sustainability disclosure. Far back 1970, Friedman classically 

argued that the relationship between the financial performance and sustainability 

reporting is negative. The researcher contends that indulging more in socially 

responsible activities is an additional cost to a company and as such will lower net 

financial performance. In contrast, Freeman (1984) using stakeholder view argued that 

the relationship is positive. His argument was on the premises that when a company 

increased its social spending, it will end up improving its stakeholders’ relationship. 

This, in turn, reduces transaction cost and increased pricing premium and market 

opportunities. At last result in higher net financial performance.  

 

Consequently, many studies also provided divergent views on the opposing position. 

For instance, Altuwaijri, Christensen and Hughes (2004) found a significant positive 

relationship between environmental performance and firm performance. The study 

affirms that innovative solutions put in place by companies to reduce inefficiencies 

associated with pollution promote both environmentalism and industrial 

competitiveness. Similarly, Marston and Polei (2004) using a sample of 25 DAX 100 

companies in the US construes that companies with higher financial performance will 
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most likely disclose more information in their annual reports to win investors’ 

confidence with the view to raise capital at the lowest costs.  

 

Another study involving top 40 most active-traded companies in Egypt by Soliman 

(2013) contended that companies with higher financial performance extensively 

disclose more information with the view to explain and demonstrate their competence 

and justify their compensation packages. Rashid and Lodh (2008) used a two-stage least 

square regression analysis to examine the influence of corporate governance variables 

on voluntary corporate social disclosure in Bangladesh. A similar study by Chih, Chih 

and Chen (2010) concluded that a positive association between firm performance and 

corporate social disclosure practice is an indication that, well-performing companies 

use social disclosure to expose their organisational legitimacy. Relatedly, Joshi and Gao 

(2009) found statistically significant evidence of a positive association between 

profitability and corporate social disclosure. According to the study, the more 

companies’ profitability increases, the greater the ability of such companies to engage 

in social activities and also the higher will be the amount of information to be disclosed 

in their annual reports. 

 

In a related study, Akhtaruddin and Haron (2010) and Artiach, Lee, Nelson and Walker 

(2010) shows that firms with higher financial performance disclose more socially 

related information in corporate annual reports. As such, a high level of profitability 

allows companies to meet shareholder expectations and still retain the ability to meet 

social stakeholder demands through expenditure on corporate social performance. Liu 

and Anbumozhi (2009) conducted a study on a sample of 175 companies in China. The 

study confirmed that economic performance of companies is an important factor in 
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determining whether environmental issues will be a priority. Alarussi, Hanefah and 

Selamat (2009) examine the relationship between internet financial disclosure, internet 

environmental disclosure and corporate governance mechanism. Besides, Hui and 

Carol (2012) concluded that profitability is a determinant of environmental reporting 

made by large Chinese companies. Accordingly, a more profitable company is likely to 

provide greater quantities of environmental reporting.  

 

A Nigerian study by Uwuigbe (2012) examined the utilisation of internet for 

communicating corporate environmental information. The study documented that, 

financial performance positively impacts the level of corporate environmental 

disclosure.  A similar conclusion was reached by Amar et al. (2015). This study 

construed that profitable companies have more resources to devote to greenhouse gas 

emission measurement and reporting compared to financially troubled companies. 

Based on evidence of a significant positive relationship, Ling and Sultana (2015) 

envisaged that with higher financial performance, companies can enhance corporate 

social reporting and consequently attract more and better investors.  

 

Also, a study conducted on a sample of US companies using governance score and KLD 

social responsibility index score by Stuebs and Sun (2015) documents significant 

evidence to support a positive association between corporate governance and social 

responsibility. In the same way, Khlif, Hussainey and Achek (2015) concluded that 

profitability is the key factor that allows companies’ management the freedom and also 

the flexibility to undertake corporate social and environmental initiatives. In effect, 

companies with higher financial performance tend to voluntarily disclose more detailed 
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information to advertise their various activities and contribute to the society’s well-

being thereby legitimising their existence (Haniffa & Cooke, 2005). 

 

In contrast, some group of researchers argued that higher financial performance will 

not necessarily translate to increased disclosure of information. For example, Smith, 

Yahya and Marzuki (2007) found evidence of an inverse relationship between firm 

performance and environmental disclosure. However, the possible explanation for the 

negative findings is that Malaysian reporting process is becoming more matured hence 

environmental reporting practices in the country appears to differ from those elsewhere. 

In the same context, Yusoff, Lehman and Nasir (2006) suggest no discernible link 

between environmental disclosure and companies’ financial performance. This is 

because disclosure practices are driven by social concerns rather than profit 

considerations.  

 

Mishina, Dykes, Block and Pollock (2010) opines that companies’ high financial 

performance may positively relate to the tendency that a company is engaging in 

corporate illegalities to maintain relatively high performance to induce risk-seeking 

behaviours. Therefore, companies that strive to satisfy the conflicting need of various 

stakeholders may result in inefficient use of their resources. This may eventually lead 

to deterioration of financial performance and at last the cost incurred in respect of 

socially responsible actions may lead the company to an economic disadvantage. 

Finally, Sommer, Klink, Senkl and Hartmann (2014) utilised websites of 71 German 

food producers, small and midsized enterprises to examine the relationship between 

corporate performance and corporate social reporting. However, the empirical result 
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suggests that firm performance might be less relevance for companies to communicate 

their CSR activities. 

 

2.10.2 Leverage and Sustainability Disclosure  

There are widely held views that highly leveraged companies tend to disclose more 

information to reduce agency cost (Jensen & Meckling, 1976). A company with a high 

leverage structure need to disclose detailed information to its various stakeholders to 

signify its capabilities of paying the debt (Juhmani, 2013). Therefore, companies with 

higher debt in their capital structure are susceptible to higher agency cost (Alsaeed, 

2006). In effect, higher agency cost suggests a positive relationship between leverage 

and level of voluntary disclosure (Fama & Miller, 1972). On the other hand, companies 

with a minimum level of leverage are bound to experience less pressure from creditors 

as such they will find it easy to raise funds for the purpose of funding sustainability 

initiatives (Brammer & Pavelin, 2006).   

 

However, empirical evidence regarding the association between financial leverage and 

corporate sustainability disclosure is also inconclusive. Some studies depict either 

positive, negative or insignificant relationship between the two construct.  For instance, 

Collett and Hrasky (2005) found evidence of a positive relationship between financial 

leverage and voluntary disclosure of corporate information. A similar finding was 

reported by a French study conducted using a divisive clustering method by Chavent, 

Ding, Fu, Stolowy and Wang (2006). The study argued that information disclosure is 

often considered as an instrument for reducing the monitoring cost of creditors. In the 

same way, Saleh, Zulkifli and Muhamad (2010), Chakroun and Matoussi (2012), 

Drobetz, Merikas, Merika and Tsionas (2014) found a significant positive link between 
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leverage and companies’ social disclosure. The studies empirically evidence that 

companies with high level of capital gearing report higher social information. 

   

Besides, Huang and Kung (2010), Sulaiman, Abdullah and Fatima (2014) studied the 

effect that leverage has on companies’ environmental disclosure. Ideally, higher 

leveraged companies are viewed as more riskier because of the larger proportion of 

fixed interest bearing in their capital. Therefore, for such category of companies to 

appear less risky, they need to publicly disclose environmental information with the 

view to legitimise their business. Also, in a sample of 33 companies listed on Bahrain 

Stock Exchange, Juhmani (2014) found evidence of a positive relationship between 

financial leverage and sustainability disclosure. The study observed that Bahrain listed 

companies with high financial leverage disclose more sustainability information than 

their low financial leverage counterpart. 

 

In contrast, Ho and Taylor (2013) investigates 100 companies listed on Malaysian Stock 

Exchange and found leverage having a negatively and statistically significant 

relationship with voluntary disclosure. However, the study of 60 non-financial 

companies listed on Abu Dhabi Securities Exchange by Naser and Hassan (2013) 

showed no significant relationship between the extent of corporate social responsibility 

and corporate leverage. Additionally, Aly, Simon and Hussainey (2010) found no 

significant relationship between the leverage and internet reporting of social and 

environmental disclosure among 62 Egyptian listed companies. This suggests that 

leverage does not explain the decision to disclose corporate social disclosure 

information on the internet. 
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2.10.3 Firm Size and Sustainability Disclosure 

Firm size has featured in most of the sustainability reporting literature in the past 

because of the widely held notion that firm size is a significant determinant of 

sustainability disclosure (Juhmani, 2013). In most of the extant literature, firm size has 

a positive relationship with sustainability disclosure. This, therefore, implies that the 

larger the company, the more it will disclose sustainability information. Different 

studies gave several explanations in an attempt to support this argument. For instance, 

Ghazali (2007) accentuates that large companies disclosure more sustainability 

information mainly to indicate or portray their corporate citizenship and in turn 

legitimise their existence. Watts and Zimmerman (1983)  affirm that larger companies 

are more visible in the eye of the public and also more politically sensitive. As such, it 

is expected that managers of larger companies will disclose more sustainability 

information in their annual reports as a strategy for minimising political costs.  

 

Similarly, Echave and Bhati (2010) affirm that large companies see themselves as the 

target of regulators and social activist. As such, they strive to make visible effort to 

enhance their sustainability initiative with the view to maintain their dominance. This 

view is consistent with the position of Guthrie and Parker (1989) who maintains that 

larger companies faced more scrutiny by the public as opposed to smaller companies. 

Therefore, large companies’ faces more pressured to disclose their social and 

environmental responsibilities than small companies. Lobo and Zhou (2001) 

established that large companies disclose more information relating to sustainability 

with the view to gain competitive advantage. However, despite the arguments 

attributing the increase in the extensiveness of sustainability disclosure with the size of 

companies, there are some opposing claims. For instance, Jensen and Meckling (1976) 
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provide a convincing argument that large companies disclose less information in their 

annual reports. The researchers based their arguments on the fact that, large companies 

have the incentive to withhold value relevance information to avoid political costs 

ranging from tight regulations, increased tax and social obligations.  

 

Empirically, the association between firm size and sustainability reporting was 

examined far back 1973 by Eilbert and Parket. This study and most of the subsequent 

studies have evidenced that company size is a significant factor and thus relate to the 

effectiveness of measurement in sustainability reporting. In the same way, Ferguson, 

Lam and Lee (2002) examines the impact of international capital market pressure on 

voluntary disclosure (strategic financial and non-financial information) in Hong Kong. 

The result of this study indicates a significant positive relationship between company’s 

size and overall level of disclosure including strategic, financial and non-financial 

information. Another study conducted on a sample of 135 listed companies in 

Bangladesh by Muttakin and Khan (2014) documents that larger companies positively 

impacts corporate social disclosures. This is because larger companies receive higher 

attention from different groups in the society as such would be under intense pressure 

to disclose their sustainability activities to legitimise their existence.  

 

Barako (2007) based on a positive result concluded that size is not only significant in 

predicting aggregate corporate disclosure but is also an important determinant of the 

disclosure decision for different categories of information. Similarly, Alshammari and 

Alsultan (2010), Abdrahman, Zain and Alhaj (2011) observed that size does explain the 

variation in companies’ social responsibility disclosure. Therefore, the larger the size 

of companies, the more such companies will disclose social and environmental 
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information. Also, a study conducted on Mauritius an African developing economy by 

Mahadeo, Hanuman and Soobaroyen (2011) indicates that firm size is a significant 

factor when measuring the disclosure of corporate social information. The study 

carefully noticed that larger companies view legitimacy as a very important resource to 

manage especially in dealing with multiple stakeholders. As such, they will be more 

involved and more systematic in communicating their social responsibilities.  

 

Alarussi et al. (2009), Andrikopoulos and Kriklani (2013), Zeng, Xu, Yin and Tam 

(2012) found empirical evidence to support the view that, larger companies are more 

likely to disclosure higher environmental information. These studies agreed that larger 

companies tend to be the subject of public analysis. As such, they are more likely to be 

under public scrutiny. For this reason, large companies will likely disclose higher 

environmental information to change the public narrative about their concern for the 

environment. Besides, Barakat, Perez and Ariza (2014) affirm that firm size affects the 

level of companies’ social and environmental disclosure. Accordingly, companies 

disclose more sustainability information to attract new investors. More recent, Anh 

(2015) conducted a study to explore the internal determinants of a manufacturing 

companies’ environmental performance in Vietnam. The study found that firm size is 

among the factors increasing companies’ possibility of conforming to environmental 

standards.  

 

In contrast, empirical studies also found firm size having inverse or insignificant 

association with sustainability disclosure. For instance, Udayasankar (2008) examined 

the various economic motivation of firms with varying combinations of visibility, the 

scale of operations and resource access. The result of the study showed that firms with 
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very low visibility report more extensively on an improved sustainability performance 

to attract media attention and increase their visibility. Similar finding was reported by 

Nawaiseh, Boa and Elshohnah (2015) which reveals the existence of a negative 

relationship between firm size and corporate sustainability disclosure. From the result, 

the study confirms that companies often evaluate the cost and benefit of disclose, if the 

costs outweigh the benefits, irrespective of the size of the company such disclosure will 

not be made. 

 

In a related study, Ebiringa, Yadirichukwu, Chigbu and Ogochukwu (2013) and Isa and 

Muhammad (2015) examined the effect of firm size on corporate social disclosure of 

companies from a specific sector of Nigerian Stock Exchange. Both studies report a 

negative and insignificant association between size and companies’ social disclosures. 

Similarly, a study conducted on a sample 103 companies listed on Amman Stock 

Exchange by Sartawi et al. (2014) found no significant association between firm size 

and voluntary corporate disclosure.  

 

2.10.4 Industry Type and Sustainability Disclosure 

Industry type is regarded as the most commonly used variable in explaining the content 

of social and environmental disclosures in prior literature (Adams, Hill & Roberts, 

1998; Gray et al., 1995). The influence of industry type on companies’ sustainability 

practice depends largely on the effects of companies activities on the society (Haniffa 

& Cooke, 2005). For this reason, companies disclose sustainability information in 

relation to the peculiarities of their industries (Dye & Sridhar, 1995).  Companies that 

indulge in business activities with a substantial effect on the environment will most 
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likely disclose higher sustainability information and in accordance with the peculiarity 

of their activities (Echave & Bhati, 2010).  

 

For instance, companies in the chemical and extractive industries will most likely 

disclose environmental information such as information on pollution minimisation, 

waste reduction, energy conservation (Jenkins & Yakovleva, 2006). However, their 

counterpart in labour-intensive industries such as manufacturing may choose to disclose 

generally on philanthropic deeds, employees’ welfare and other socially related issues 

(Line, Hawley & Krut, 2002). Similarly, companies in consumer-oriented industries are 

expected to disclose more of social information to redeem their corporate image among 

market consumers; this may, in turn, increase their sales generation (Cowen et al., 

1987). Based on the preceding, Cooke (1989) conducts a study to determine the 

influence of firm-specific characteristics on voluntary disclosure among Swedish 

companies. The researcher accentuates the likelihood of leading companies in the same 

industry to follow a bandwagon effect on voluntary disclosure. Similarly, a comparative 

study among UK and Dutch companies conducted by Camfferman and Cooke (2002) 

to ascertain the level of corporate social disclosure, provide evidence that industry type 

has an impact on information disclosed by companies.  

 

Hossain, Islam and Andrew (2006) examine the effect of several corporate attributes 

on companies’ social and environmental disclosure in Bangladesh. The result of this 

study reveals that industry type has a significant positive impact on companies’ social 

disclosure. In a different study, Pahuja (2009) investigates the influence of selected 

company and industry-related variables on environmental disclosure practices among 

large manufacturing companies in India. The result showed that most polluting 
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companies significantly communicate more information on the environment than their 

less polluting concerns. This is obvious because companies in this category have to 

report to regulatory authorities. As such, they have to take various step to prevent and 

control pollution with the view to averting sanctions and penalties.  

 

Wang, Wang, Zhang and Yang (2012) conducted a study on 446 companies listed on 

Shanghai and Shenzhen stock exchange. The result of this study reveals that industry 

has a significant influence on social responsibility information. Also, a similar study 

conducted on top 500 index companies on the Bombay Stock Exchange by Kansal, 

Joshi and Batra (2014) found industry type having a significant positive effect on 

corporate social responsibility disclosure. Based on this result, the study concluded that 

industry affiliation influences the communication of social information in annual 

reports of listed companies. Besides, studies conducted by Chu, Chatterjee and Brown 

(2012), Galani, Gravas and Stavropoulos (2012) provide evidence of a positive 

relationship between industry and environmental reporting.  

 

A similar finding was accomplished by Osazuwa, Francis and Izedonmi (2013) which 

focused on Nigerian listed companies. The study, therefore, confirmed the general 

assumption that companies in an industry where environmental pollution occurrence is 

high are more likely to disclose higher environmental information to their stakeholders. 

More recent, Albitar (2015) conducted a study on 124 listed companies in Jordan. The 

result of the study suggests that industrial affiliation has a significant influence on 

sustainability information disclosure among sampled companies. The result of the study 

specified that companies operating in environmentally sensitive sectors disclose more 

sustainability information than their pairs in less sensitive industries. In a related study, 
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Bandara (2016), Sanchez, Bolivar and Hernandez (2016) found environmental 

disclosure to be higher in organisations that operate in environmentally sensitive areas. 

This means that a company operating in an environmentally sensitive sector seems to 

be a differentiating attribute in its level of disclosure.  

  

On the contrary, Ferguson et al. (2002) were not able to find empirical evidence to 

support the effect of industry type on disclosure of non-financial information among 

listed companies in Hong Kong. However, the findings based on the type of information 

disclosed, provide more evidence on the usefulness of prior methodology developed by 

Meek, Roberts and Gray (2013). A similar finding was documented by Ndemanga and 

Koffi (2009) who found no visible relationship between sustainability disclosure and 

industrial sector. This was partly because, to some extent social and environmental 

disclosure is not dependent on the activities of companies, but rather based on the 

influence of different stakeholders or pressure group. 

 

2.10.5 Liquidity and Sustainability Disclosure 

Liquidity refers to companies’ ability to meet their short-term obligations as at when 

due. Companies with much liquidity are viewed to be operating a better business (Lan, 

Wang & Zhang, 2013). Therefore, with higher liquidity companies are expected to 

honour their short-term obligations as they fall due without resorting to sales of other 

assets in place (Wallace & Naser, 1995). This is mostly desired by lenders, investors 

and regulatory institutions who are much concerned with the companies going concern 

status (Lan et al., 2013).  
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Corporate liquidity has been suggested as an important determinant of companies’ 

sustainability disclosure. According to Oyelere, Laswad and Fisher (2003) stakeholders 

are interested in the going concern status of companies. As such, companies with higher 

liquidity may have greater incentives to disclose more sustainability information in 

their annual reports compared to companies with lower liquidity. Based on this line of 

thinking, Cooke (1989) argues that companies are prone to disclose more voluntary 

information to justify their liquidity status. This conclusion contrast the notion of some 

group of researchers who contended that less liquid companies are more likely to 

disclose higher information to stakeholders particularly creditors and investors with the 

view to lessen information asymmetry (Lan et al., 2013). However, the contradictions 

observed in the theories equally manifested among the empirical literature. For 

instance, Nandi and Ghosh (2012) using a sample of 60 companies listed on Bombay 

Stock Exchange, reported a positive relationship between liquidity and corporate social 

disclosure. A similar finding was established by Samaha and Dahawy (2010) which 

also provide evidence of a positive relationship between corporate liquidity and the 

overall voluntary disclosure.  

 

In another study, Mukhtar and Ramasamy (2013) examine the effect of several firms’ 

fundamental variables on corporate disclosure using 101 listed companies in Bursa 

Malaysia. The result of the study showed a significant positive relationship between 

liquidity of the firm and corporate disclosure. The study concluded that Malaysian 

companies with higher liquidity disclose more information about their business in 

annual reports compared to their lower liquidity counterparts. However, using a sample 

of 109 Kuwait listed non-financial companies, Alshammari (2014) found a positive 

association between liquidity and voluntary disclosure. A possible explanation for this 
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result is that, companies with high liquidity disclosure more voluntary information with 

the view to distinguish their managerial skills in managing liquidity risk compared to 

other managers in companies with lower liquidity indicators. 

 

Ho and Taylor (2007) found evidence to support a negative relationship between 

liquidity and the extent of Triple Bottom Line (TBL) disclosure. The study focused on 

companies with the highest market capitalisation in both US and Japan. In the same 

vein, Mukherjee, Sen and Pattanayak (2010) established that liquidity is significant and 

negatively associated with corporate environmental disclosure. The rationale behind 

the negative findings may likely be that, companies with high leverage structure have 

a close relationship with their creditors. In this situation, such companies may use other 

avenues to disclose information rather than disclosing environmental information in 

their annual reports.  

 

Alternatively, Lan et al. (2013) offer an in-depth analysis of features and determinants 

of voluntary disclosure on annual reports of 1066 companies listed on Shenzhen and 

Shanghai Stock Exchanges. Finding from the study reveal that liquidity has no 

significant impact on voluntary disclosure among sampled companies. Chithambo and 

Tauringana (2014) on their part investigate the relationship between company-specific 

factors and the extent of greenhouse gas disclosure. The study was based on a sample 

of 210 FISE 350 companies in the UK. However, a related research conducted by 

Alajmi, Almutairi and Alduwaila (2015) also indicates an insignificant relationship 

between companies’ liquidity and corporate social disclosure in Kuwait. The 

researchers attributed the finding to the fact that, companies with lower financial 
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liquidity are more likely to publish more social responsibility information in their 

annual reports to satisfy the information needs of their various stakeholders. 

 

2.11 Summary of the Chapter 

This chapter is predominantly a review of existing studies on corporate governance 

mechanisms and sustainability disclosure. The chapter gives an overview of 

sustainability reporting including social and environmental sustainability. It further 

highlights the practice of sustainability in the context of GRI, in Nigeria and in the 

country’s capital market. The empirical literature on both board characteristics and 

ownership structures were reviewed to provide a benchmark for the present study. The 

chapter also offered empirical literature on both intellectual capital as a moderator 

variable as well as other control variables. Nevertheless, the next chapter focuses on the 

theoretical background of the study. 
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CHAPTER THREE 

THEORETICAL BACKGROUND 

 

3.0 Introduction 

The present chapter provides explanations on theories employed to support the 

relationships outlined in this study.  The chapter equally discusses the research 

framework which is in line with the research objectives and also discussed the 

hypothesis development. 

 

3.1 Supporting Theories 

Several theories were espoused by extant literature to describe how organisations were 

pressured to be more responsive to their various stakeholders including stakeholder 

theory, agency theory, legitimacy theory and resource dependence theory (Ping, 2012). 

For this study, stakeholder theory and resource-based view theory were used to support 

the relationships tested in the study. The essence of underpinning these theories was to 

provide a clear, concrete and appropriate philosophical base for understanding the study 

as well as its potential contribution to the body of knowledge. Thus, the two theories 

are explained in the next sub-section. 

 

3.1.1 Stakeholder Theory 

Stakeholder theory has been utilised in management and accounting literature ever 

since it was conceptualised by Freeman (1984). The theory has for a long time remained 

incontestable in explaining the relationship between an organisation and its society. 

Stakeholder theory initially appeared in this context as a protector to social 

responsibilities of business. Also, as an advocate for managers to have moral 
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responsibilities to all parties rather than just shareholders (Hendry, 2001). The theory 

emphasises that the main objective of an organisation is to be able to balance the various 

needs of stakeholders (Roberts, 1992). Therefore, the theory is of the view that, the 

most successful organisation is one that satisfied the needs of all stakeholders rather 

than the shareholders. Hence, organisations continued existence depends on the support 

and approval it receives from its stakeholders and how its activities are structured to 

gain their approval (Gray et al., 1995). 

 

However, stakeholder theory is a complete departure from the notion of Friedman 

(1970) who argues that organisations are not in any way obligated to the community, 

but rather they are responsible for creating economic value to maximise shareholder 

wealth. Away from the notion of Friedman, organisations have to satisfy the interest of 

a multiplicity of groups who have a stake in their operation and also merit their 

considerations in managerial decision making (Phillips, 1997). In respect to this, 

Freeman (1984) defined stakeholders as any individual or group who can affect or are 

affected by the achievement of firm’s objectives. Stakeholders are the largest spectrum 

of individuals that have a legitimate claim on an organisation (Hill & Jones, 1992). 

They consist of shareholders, employees, suppliers, community, consumers, 

government and trade unions.  They deserve equitable treatment by an organisation. 

They have the right to specific company’s information including social and 

environmental information and also the capacity to control or affect the resources of an 

organisation (Gray, Owen & Maunders, 1987). Therefore, managers are required to 

manage an organisation for the benefit of all stakeholders.  
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Stakeholder theory provides a good theoretical framework that can be employed to 

conceptualise sustainability reporting. Because, the theory was built on the premise that 

companies should be sensitive to the interest of a wide variety of stakeholders rather 

than just their shareholders (Jones, Hillier & Comfort, 2016). This is consistent with 

the ideals of sustainability reporting which is seen as an instrumental strategic 

management tool or an ethical accountability instrument for responding to the demands 

of various stakeholders (Bommel, 2013). Sustainability reporting has widened the 

scope of organisation beyond focusing on economic objective but rather taking into 

cognisant other responsibilities including that of other stakeholders who are also 

entitled to the organisation resources.  

 

The stakeholder theory has the view that, organisation that maintains a good and cordial 

relationship with all parties is most likely to achieve its business objectives. Therefore, 

an organisation will be in a better perspective if it disclosed more of its sustainability 

commitments in addition to its financial performance. This will show the extent to 

which such organisation puts into consideration the needs of all stakeholders. From the 

above discussion, it could be inferred that the foundational ideas of sustainability 

reporting are in harmony with those of stakeholder theory. As such, stakeholder concept 

is useful and highly relevant to the thinking of sustainability (Wheeler, Colbert & 

Freeman, 2003). 

 

Moreover, stakeholder theory provides a theoretical framework for analysing the 

relationship between corporate governance structures and sustainability disclosure 

(Hussain et al., 2016). The theory predicts that companies with effective governance 

structures are more likely to be committed to sustainability reporting and more willing 
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to satisfy the interest of their diverse stakeholders. The theory suggests that governance 

structures give companies the opportunity to develop strategic policies that are capable 

of addressing a wider range of their key stakeholder's needs and claims (Evans & 

Freeman, 1993). Under this view, governance structure shifts from the conventional 

shareholder wealth maximisation approach to one that demonstrate the ability to 

achieve multiple objectives through the distribution of joint gains among all interest 

parties (Ayuso & Argandona, 2007). Accordingly, stakeholder theory claims that 

corporate governance structure must take into account the legitimate interests of all 

individuals and groups who are affected by companies’ activities whatever the ultimate 

aim of such companies (Donaldson & Preston, 1995; Freeman, 1984). 

 

Empirically, it has also been verified that the stakeholder theory can provide a 

theoretical frame for underpinning the relationship between corporate governance and 

sustainability disclosure. Far back 1992, Roberts provides support for the role of 

stakeholders as a determinant of corporate sustainability disclosure. The researcher 

argued that disclosure is positively related to the relative power of stakeholders and to 

a positive strategic inclination towards social responsibility. Similarly, Porter and 

Kramer (2006) make a case for building long-term thinking of stakeholder theory. The 

researchers argued that majority of the contemporary description of corporate 

sustainability disclosure have moved on from discussing the actual responsibilities to 

encompassing companies’ role in sustainable development.  

 

In another study, Smith, Adhikari and Tondkar (2005) demonstrates how differences in 

the perceived importance of social issues and the acceptance of the larger role of 

stakeholders affect the extent of corporate social disclosure. Also, Moneva and Llena 
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(2000) indicates that stakeholder theory recognises that organisations are obligated to a 

large spectrum of individuals for information relating to the impact of their operations 

on the environment. More recently, Garvare and Johansson (2010) argued from the 

viewpoint of stakeholder theory that, organisations must satisfy a wide variety of 

stakeholders including customers, suppliers, and society at large. This step serves as a 

measure of their ultimate success.  

 

In summary, the stakeholder theory assumes that companies with better and strong 

relationship with other interest parties other than shareholders can easily achieve their 

business objectives. Therefore, a company will be in a better position when its 

governance structures are effective in evaluating sustainability performance instead of 

just financial performance. This will eventually show the extent to which it captures the 

needs of its stakeholders. In this context, applying stakeholder theory is deemed 

appropriate to support the relationship between corporate governance mechanisms and 

sustainability disclosure in Nigeria. 

 

3.1.2 Resource Based View Theory 

The origin of Resource-Based View (RBV) theory can be traced back to the work of 

Penrose in 1959. The researcher is believe to be the first to argue that a firm is more 

than just an administrative unit but a collection of productive resources and capabilities 

(Curado & Bontis, 2006). The theory was advanced and extended by several other 

researchers such as Wernerfelt (1984), Barney (1991), Rugman and Verbeke (2002). 

Over time, the theory has become a dominant contemporary approach for analysing 

companies’ sustainable competitive advantage (Bridoux, 2004). A central premise of 

the theory is that companies compete on the basis of resources and capabilities. This 



Universlti Utara Malaysia 

135 

 

resources and capabilities are heterogeneous and also differ across companies. 

Therefore, the moment the resources and capabilities are non-substitutable, inimitable, 

rare and valuable, a company will be able to generate sustainable competitive advantage 

(Passetti et al., 2009). 

 

RBV theory was deployed in different strand of researches including management, 

economics, organisation sciences, industrial organisation and strategy (Rugman & 

Verbeke, 2002). Specifically, the theory was used by extant literature in explaining why 

companies engage in sustainability reporting. Most of the literature believe that 

investing in corporate social programmes will translate to both internal and external 

benefit. The internal benefits are attributed to the development of new resources and 

capabilities relating to know-how and companies’ culture. The external aspect relates 

to an improvement in companies’ reputation and its stakeholder's relations (Branco & 

Rodrigues, 2006). Accordingly, corporate sustainability reporting is seen to play a 

central role in companies’ mission, visibility to external parts, in the generation of 

internal resources and also in ensuring external defensibility. The theory enables a 

company to differentiate itself from its competitors (Sirsly & Lamertz, 2008).  

 

Therefore, given the significance of RBV theory in explaining corporate social 

reporting, earlier studies such as Hart (1995) have applied the theory in explaining why 

companies indulge in corporate social disclosure. The researcher argues that companies 

can be able to establish a sustainable competitive advantage via resources or capabilities 

created by environmental sustainability programmes. Russo and Fouts (1997) examined 

the prediction of RBV theory empirically and therefore found that a positive link exists 

between environmental performance and companies’ operating profit.  
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More recently, Bansal (2005) outline reasons to justify why RBV theory can be applied 

to corporate social disclosure. The study indicates that from RBV perspective, 

legislation, change in technology and market forces are the main factors that influence 

corporate sustainability development in companies. In the same manner, Branco and 

Rodrigues (2006) use the RBV theory to explain reasons why companies decide to 

engage in corporate social disclosure reporting. The scholars argue that RBV 

perspective consider resources and capabilities as contested terrain. Additionally, they 

see firms as a social institution that is involved in continuous relationships with some 

on-going conflict and collaborative elements.     

 

RBV theory can also be applied to investigate the moderating effect of intellectual 

capital on the relationship between corporate governance mechanisms and 

sustainability disclosure. Because RBV theory emphasises that companies vary in their 

unique resources and capabilities (Barney, 1991; Prahalad & Hamel, 1990). Therefore, 

the ability of a company to deploy its existing resources and capabilities determines its 

success and long-term viability. Therefore, intellectual capital being a companies’ 

unique resources could be leveraged to achieve effective sustainability initiatives. This 

happens when companies take advantage of the views of their stakeholders with the 

aim of ensuring that the company’s behaviour and its policies are consistent with the 

sustainability reporting values. Hence, the varied level of intellectual capital in different 

organisations can explain the difference in those companies’ sustainability initiatives. 

Therefore, from the perspective of RBV theory, intellectual capital would plays an 

interactive role in the relationship between corporate governance and corporate 

sustainability disclosure. Hence, RBV theory is considered appropriate for this study. 
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3.2 Research Framework 

Research framework refers to the diagrammatical representation of several construct 

organised for research purpose which will enable determination of relationships among 

variables (Sekaran & Bougie, 2013). The framework of this study was based mainly on 

the influence of corporate attributes (board characteristics and ownership structure) on 

sustainability disclosure. The framework was buit to explain these relationship in terms 

of stakeholder theory. Stakeholder theory is an important paradigm for explaining the 

relationship between corporate governance mechanisms and sustainability disclosure. 

The theory is a core concept in sustainability reporting literature as it emphasised on 

the broader accountability of orgainsations (Kaur & Lodhia, 2018). The theory assumes 

companies as a nexus of contract that cannot be reduced to its shareholders but should 

embrace all stakeholders (Freeman, 1984).  

 

Under this circumstance, companies have more extensive duties to key stakeholder 

group including employees, customers, suppliers and the communities. Bearing in 

mind, differences or conflict among various stakeholders can have a negative effect on 

the ability of firms to function effectively and in a socially responsible manner (Becker 

& Potter, 2002). Therefore, stakeholder theory contributes to the concept of corporate 

sustainability by bringing supplementary business arguments as to why companies 

should work toward sustainable development. Stakeholder theory fits in well into the 

perspective of board characteristics as a measure of corporate governance considering 

the responsibilities of the corporate boards. Board members are saddled with the 

responsibility of judging whether the interest of all stakeholders is justly balanced. They 

are required to ensure that companies discharge their wider responsibility and 

stakeholder accountability. Based on this reasoning, an effective board can convey 
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information to the entire society that the company is well managed and that 

stakeholders’ interests are taken into account (Michelon & Parbonetti, 2010). 

Therefore, board of directors plays a key role in corporate governance processes. 

Accordingly, they have the potential to enhance corporate sustainability performance. 

 

Stakeholder theory also provides intuitive background for understanding the 

relationship between ownership structure and sustainability disclosure. From the 

perspective of this theory, disclosure on corporate sustainability could be deployed as 

a means of neutralising agency problems and resolving the conflict of interest between 

different group of owners in a firm (Dam & Scholtens, 2012). Meanwhile, conflict of 

interest often manifests in large companies with various stakeholders whose interest 

and demands differ. This creates a serious challenge for managers who are required to 

satisfy the diverse interests of all stakeholders. Therefore, by disclosing corporate 

sustainability information, a company is addressing the information needs of various 

stakeholders. In this domain, corporate sustainability disclosure is seen as a strategic 

tool for reshaping stakeholder perceptions and a yardstick for justifying company’s 

approval from the viewpoint of stakeholders.  

 

Consistent with theoretical viewpoints, the empirical results of prior studies relating 

corporate governance mechanisms with sustainability disclosure demonstrated 

inconclusive and mixed results (Alfraih & Almutawa, 2017; Ezhilarasi & Kabra, 2017; 

Jizi, 2017; Khlif & Amed, 2016; Kilic, Kuzey & Uyar, 2015; Sadou, Alom and 

Laluddin, 2017; Scaltrito, 2016; Sundarasen & Rajangam, 2016). The mixed findings 

observed in the existing literature suggests a shift of focus from testing the relationship 

directly to moderating the relationship using a third variable (Altuner et al., 2015; 
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Samaha et al., 2015; Wahba & Elsayed, 2015). In response to this, the present study 

introduced intellectual capital as a moderating variable. This step is undertaken to 

examine whether the relationship between corporate governance elements and 

sustainability disclosure can be strengthened with the addition of intellectual capital as 

a moderating variable.  

 

RBV theory is selected as the most appropriate theory for explaining the moderating 

effect of intellectual capital. The theory is of the view that, companies’ resources are 

rare, valuable non-substitutable and imitable. Such resource allows companies to 

engage in various activities. Intellectual capital being organisations’ unique resource 

could be deployed to achieve effective sustainability initiative. Considering the fact that 

it is a set of intangible assets that heavily relies on technology. Intellectual capital is an 

invaluable intangible asset that stimulate creativity, innovativeness, competitive edge 

and value creation in companies (Tyles, Pike & Sofian, 2007; Marr, 2008). Therefore, 

a company that properly manged and utilised this priceless resources is likely to instill 

innovativeness, promote wealth creation, sustain profitability and keep pace with 

competitiveness particularly in the current knowledge intensive economy (Abdullah & 

Sufian, 2012). Specifically, the ability of a company to efficiently utilise its knowledge 

assets will foster a good relationship with employees, improve companies’ brand image 

and public reputation and consequently enhance customer trust. Therefore, from the 

above notion, this study argued that intellectual capital moderate the relationship 

between board characteristics and ownership structure in relation to sustainability 

disclosure.  
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In summary, the present study introduced a model that test the direct effect of corporate 

governance variables on sustainability disclosure and also the moderating effect of 

intellectual capital on corporate governance mechanisms and sustainability disclosure. 

Based on the assumption of stakeholder theory, this study examines the relationship 

between board characteristics and ownership structure in relation to sustainability 

disclosure. Intellectual capital was introduced as a moderating variable to strengthen 

the relationship between corporate governance mechanisms and sustainability 

disclosure. While, RBV theory was used as a standard. Also, financial performance 

firm size, industry type, liquidity and leverage were specified as control variables. 

These variables were included in the models to avoid poor specification in estimations. 

Thus, these relationships are as depicted in Figure 3.1. 
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Independent Variables             Moderating Variable         Dependent Variable                                       

             

 Board Characteristics                                   
         Board Size  

   Board Independence    

       Board Diversity   

       Board Meetings             

                                                                                               Sustainability Disclosure 
                                                                                                   Social Disclosure      

                                                                                               Environmental Disclosure                                                                                                                 

                                                                                                

  Ownership Structure                                                                   
Management Ownership                                                          

      Block Ownership                                                                               

      Foreign Ownership                                                                                                      

                                                                                                                               

                                                                                                                                                                                                                                                                                      

                          

                                                          Intellectual Capital 

 

                                                                                                                                                                                                                                         

 

  Control Variables 
Financial Performance 

      Firm size 

      Industry Type 

        Liquidity 

        Leverage 

Figure 3.1  

Research Framework for Moderating Effect of Intellectual Capital on the Relationship 

between Board Characteristics, Ownership Structure and Sustainability Disclosure. 

 

3.3 Hypothesis Development 

The aim of developing hypotheses in this study is to achieve a better understanding of 

how corporate governance variables (board characteristics and ownership structure) 

affect sustainability disclosure.  Accordingly, the study hypothesises the effect of board 

size, board independence, board diversity, board meetings, management ownership, 

block ownership and foreign ownership on companies’ sustainability disclosure. Also, 

the study formulated hypotheses for testing the moderating effect of intellectual capital 

on the relationship between corporate governance mechanisms (board characteristics 
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and ownership structure) and sustainability disclosure. The hypotheses are delineated 

in the following sub-sections. 

 

3.3.1 Effect of Board Size on Sustainability Disclosure 

The size of corporate boards has been a topic of debate in the recent academic literature 

(Sanchez et al., 2011). The bone of contention has always been what size of corporate 

board is more appropriate in achieving optimal corporate performance. Under this 

circumstance, different arguments were made on the appropriate size of the board. 

Supporters of smaller board size argue that smaller board size are likely to be more 

effective in monitoring and controlling management rather than larger boards (Alzoubi 

& Salamat, 2012; Jizi et al., 2014). On the other hand, supporters of larger board size 

contend that increase in board size will lead to a wider exchange of ideas and experience 

(Esa & Ghazali, 2012).  

 

In any case, an efficient board is always constituted based on size, industry, and 

complexity of business (Pathan, 2009). Therefore, a well-established board with 

appropriate size ensures the accuracy of information and also enhance better 

supervisory functions (Sanchez et al., 2011). An optimum sized board has a better 

capacity to monitor decisions of management regarding information disclosure. From 

the perspective of stakeholder theory, companies are also expected to focus on the 

interest of all stakeholders. In this regard, an optimum size board will implement far-

reaching initiatives to handle various stakeholders’ interest.  

 

Therefore, considering the importance of board size on the effectiveness of corporate 

boards, some researchers empirically examined the influence of board size on 
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sustainability disclosure. However, the findings were still inconclusive. For instance, 

Rao et al. (2012) provide evidence of a significant positive relationship between board 

size and environmental disclosure suggesting that larger boards hold the necessary 

expertise to ensure a strong environmental performance. Similar finding was observed 

by Esa and Ghazali (2012) which concluded that board with a larger number of directors 

having diverse background and experience is more exposed to livelier and healthier 

discussion on corporate sustainability activities as well as investment in those activities. 

This claim is also consistent with  Akhtaruddin et al. (2009) which affirms that a board 

with a higher number of directors have more capacity to influence managers to improve 

the level of voluntary disclosure in annual reports of companies. 

 

By contrast, Lorenzo and Sanchez (2010) observe a negative relationship between 

board size and sustainability disclosure indicating that, the more the number of directors 

on board, the lower the level of corporate environmental disclosure. Similarly, a study 

conducted in Nigerian context by Uwuigbe et al. (2011) also produce an inverse 

relationship between board size and sustainability disclosure. The study concluded that 

larger boards might be less effective in monitoring companies’ negative environmental 

impact on the society.  On the extreme, Cheng and Courtenay (2006) found board size 

not associated with voluntary disclosure. The study carefully observed that companies 

react more to changes in regulatory regime rather than increase in board size as regard 

voluntary disclosures. Another study by Lim et al. (2007) empirically confirmed that 

board size has no bearing on both financial and non-financial information disclosed in 

annual reports of companies. While, Kilic et al. (2015) claims that the effect of board 

size might be reversed after reaching a certain point, which implies that, corporate board 

loses its efficiency if it becomes too large.  
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In Nigeria, the size of corporate board is an issue that is guided by relevant laws. For 

instance, the revised code of corporate governance 2011 specifically spells out how 

board size should be determined. Section 4.1 of the document stipulated that the size of 

a corporate board should be relative to the scale and complexity of a company’s 

operation. Also, Section 4.2 of the code states vividly that, members of a corporate 

board should not be less than five (5). This provision is contrary to the prior provisions 

provided by CAMA (2004) amended. The provision in CAMA (2004) specifies that the 

number of directors in a company should not fall below two (2). If such happens, a 

company must appoint new directors to fill in the gap within 30 days. After the 

expiration of the 30 days, such company shall not carry on business unless new directors 

are appointed.  

 

However, CAMA (2004) was not adequate in explaining rulings on board size 

compared to the code of corporate governance 2011. Based on the preceding, the 

present study expects board size to have a significant positive influence on corporate 

sustainability disclosure. This position is undertaken due to the changes in rules guiding 

the size of corporate board in Nigerian and also based on the view of stakeholder theory. 

Specifically, stakeholder theory suggests that an effective corporate board is based on 

collective experience and expertise of board members which is synonymous with larger 

boards (Bear et al., 2010). This, therefore, suggests that larger boards will have a better 

capacity to influence disclosure of sustainability information in annual reports of 

companies. On this basis, the present study expects board size to have a significant 

positive effect on companies’ sustainability disclosure. Implying that, an increase in 

board size will lead to higher disclosure of corporate sustainability information. Hence, 

the following hypothesis is formulated in an alternate form as follows; 
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H1a: Board size has a significant positive influence on sustainability disclosure. 

 

3.3.2 Effect of Board Independence on Sustainability Disclosure 

Board independence refers to the proportion of independent directors on corporate 

boards. Independent directors are professional referees whose responsibility is to 

stimulate and supervise competition among companies top management (Fama, 1980). 

Board independence increases board effectiveness and the overall companies’ 

performance. Therefore, the inclusion of more independent directors on corporate board 

makes the board more responsive to shareholders (Chen & Jaggi, 2000). Such practice 

enhances the comprehensiveness of disclosure and improves companies’ compliance 

with disclosure requirements.  

 

However, stakeholder theory strongly supports the above proclamation given that the 

theory assumes managers as moral agents rather than opportunistic individuals and their 

role is to achieve a balance between interests of various stakeholders (Shankman, 

1999). On this ground, boards with a higher percentage of independent directors are 

expected to work toward satisfying the needs of all stakeholders and also ensures 

improved board monitoring quality (Barako et al., 2006; Jensen & Meckling, 1976). 

Based on this intuition, extant literature highlights the importance of independent 

directors on corporate sustainability disclosure. However, findings in the literature were 

still unclear. Some literature document a significant positive relationship between board 

independence and sustainability disclosure (Chau & Gray, 2010; Khan, 2010; Post et 

al., 2011; Samaha & Dahawy, 2010). Others found a significant negative relationship 

(Almoataz & Hussainey, 2012; Barako et al., 2006; Zhang, 2012). Abdullah et al. 

(2011), Ho and Wong (2001), Janggu et al. (2014) established an insignificant 

relationship between the two constructs. 
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Specifically, Chau and Gray (2010) provides empirical evidence to support a positive 

relationship between independent directors and sustainability disclosure. The study 

indicates that a higher proportion of independent directors on corporate board serve as 

a tool for enhancing the quality of disclosure in the annual report of companies. A 

similar study by Khan (2010) confirms that independent directors serve as mechanisms 

for check and balance not only in ensuring that companies act in the best interest of 

owners but other stakeholders as well. In the same vein, Post et al. (2011) associate the 

proportion of outside directors on corporate board with more favourable social and 

environmental disclosure. Samaha et al. (2012) supports the view that higher proportion 

of independent directors increases the quality of monitoring over companies 

management. This is because, independent directors are not affiliated with the company 

as either officers or employees but as independent representatives of shareholders’ 

interest. 

 

On the contrary, Barako et al. (2006) observes an inverse relationship between the 

proportion of independent directors and voluntary disclosure indicating that 

independent directors in some domains are not truly independent despite being 

outsiders in a company. A similar study by Zhang (2012) also established a significant 

negative relationship and further affirmed that board independence is a mechanism for 

offsetting a damaging reputation of corporate social performance. Additionally, 

Almoataz and Hussainey (2012) found a higher number of independent directors on 

corporate boards having less effect on monitoring capacity of boards and also lower the 

level of corporate transparency.  
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Ho and Wong (2001) found evidence of an insignificant relationship between the 

proportion of independent directors and corporate social disclosure. The possible 

reason for the insignificant result is that independent directors in some domains only 

compel companies to comply with mandatory disclosure requirement thereby 

neglecting the non-mandatory information. A similar finding was reported by Abdullah 

et al. (2011) which affirmed that independent directors are not seen to be effective in 

promoting and protecting both shareholders and stakeholders’ interest. More recent, 

Janggu et al. (2014) found independent directors not having a significant influence on 

sustainability disclosure. 

  

In Nigerian context, the rules guiding the independence of corporate board is as 

stipulated in CAMA 1990, CAMA 2004, companies’ code of corporate governance 

2003 and 2011. The CAMA 1990 was inadequate in defining independent directors in 

Nigeria despite much emphasis placed on the role of independent directors by 

international best practices (Ofo, 2011). However, the code of corporate governance 

2003 was more elaborate than the provision in CAMA 1990 by recognising the term 

independent directors synonymous with non-executive directors. The revised corporate 

governance code 2011 provides a well-articulated and fairly contemporary definition 

of independent directors, differentiating non-executive directors from independent 

directors. The revised corporate governance code makes it mandatory for all public 

companies to have a mix of both executive and non-executive directors in a way that 

non-executive directors should form the majority. At least one (1) of the non-executive 

directors should be independent.  
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Based on the above reviews, the present study expects a significant positive relationship 

between board independence and corporate sustainability disclosure. This assumption 

was made based on the positive findings reported by predominant sustainability 

disclosure literature and also based on the supposition of stakeholder theory. The theory 

suggested that the appointment of independent directors to corporate boards avail the 

board the opportunity to develop strategic policies that address a wider range of 

companies’ stakeholder needs and claims (Evan & Freeman, 1993). This assertion 

reiterated the effectiveness of independent directors in increasing the disclosure of 

corporate sustainability information. Accordingly, the present study supports the view 

of Khan (2010) which reveals that board with independent directors is believed to have 

more capacity to influence the disclosure of corporate sustainability as independent 

directors are symbolical representative of other shareholders. Hence, the present study 

posits a significant positive relationship between board independence and sustainability 

disclosure and further outlined that; 

H1b: Board independence has a significant positive influence on sustainability 

disclosure. 

 

3.3.3 Effect of Board Diversity on Sustainability Disclosure 

The basic role of corporate directors is to control organisations’ sustainable behaviour 

and to be accountable to various interest groups in an organisation (Lorenzo & Sanchez, 

2010). Board diversity measured as the presence of women directors on corporate 

boards plays a critical role in enhancing board independence and effectiveness (Kang 

et al., 2007). It is also associated with the broader perspective of enabling corporate 

boards to serve the needs of diverse stakeholders (Bear et al., 2010). Therefore, the 

presence of women on corporate boards is linked with a stronger orientation toward 

corporate sustainability disclosure (Ibrahim & Angelidis, 2011). This view is also 
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consistent with the stakeholder theory which posits that the presence of women on 

corporate boards is a signal to stakeholders that a company is socially responsible and 

therefore pays much attention to the needs of stakeholders (Bear et al., 2010).   

 

On this basis, empirical studies were conducted to examine whether relationship exists 

between board diversity and sustainability disclosure. However, the results from prior 

studies were mixed with positive, negative and insignificant findings. For instance, 

Barako and Brown (2008) established a positive relationship between board diversity 

and corporate social disclosure. A similar finding was reported by Bear et al. (2010) 

which postulated that proportion of female board members in corporate board indirectly 

influence overall corporate reputation through their effect on corporate social 

disclosure. Similarly, Pamies (2013) found that a corporate board with significant 

proportion of women directors is more likely to have a positive impact on corporate 

environmental reporting. This is because, the presence of women improves relations 

with stakeholders, increases accountability and prompts more ethical behaviour in an 

organisation.    

 

Shamil et al. (2014) found board diversity having a significant negative relationship 

with corporate sustainability disclosure. A similar result was reported by Handajani et 

al. (2014) which concluded that board containing female directors with fewer 

experience and competence do less to encourage corporate ethical behaviour. As such, 

diversity in corporate boards will have a negative impact on corporate social 

performance. In another perspective, Feijoo et al. (2012) provide empirical evidence 

that having three or more females on corporate board is not related to corporate social 

and environmental disclosure. Besides, Ntim and Soobaroyen (2013) empirically proof 
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that proportion of females on corporate boards do not have any influence on corporate 

social disclosure. Additionally, Suissa and Aziz (2015) affirm that female directors on 

corporate boards of Lebanese firms do less to encourage the disclosure of corporate 

social information including corporate social strategy and corporate policy formulation.  

 

In Nigeria, culture plays a significant role in limiting women representation in corporate 

boards. Although in recent times, this tradition is gradually changing and the 

significance of gender diversity is now becoming more obvious and visible (Sener & 

Karaye, 2014). In the same line, the Central Bank of Nigeria (CBN) being the regulator 

of conventional banks is also making a stringent effort in mitigating gender imbalance 

in corporate boards. The CBN through the bankers’ committee is imposing mandatory 

quota target on banks. The target is to increase female representation on corporate 

boards to 30 percent (Nweze, 2013; Sener & Karaye, 2014). So far, these steps have 

assisted in boosting female representation in board formation among Nigerian 

companies.  

 

Considering the recent changes in Nigeria’s gender diversity policies and also in 

relation to the proposition of stakeholder theory which affirms that involving more 

women in corporate boards reflect protecting the interest of various stakeholders. This 

study supports a positive relationship between board diversity and corporate 

sustainability disclosure. Accordingly, this study expects board diversity to have a 

significant positive impact on corporate sustainability disclosure. Hence, the study 

hypothesised that;  

H1c: Board diversity has a significant positive influence on sustainability disclosure. 
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3.3.4 Effect of Board Meeting on Sustainability Disclosure 

There is a consensus in the literature stressing the significance of corporate board 

meetings in governance, conformance and performance of companies (Jensen, 1993; 

Lipton & Lorsch, 1992). Therefore, frequency of board meeting is an important proxy 

for measuring the intensity and effectiveness of board monitoring and discipline 

(Vafeas, 1999). However, frequency of board meetings has mixed theoretical 

perspectives (Jensen, 1993; Lipton & Lorsch, 1992). According to Conger et al. (1998) 

and Vafeas (1999) frequency of board meetings is viewed by many as a signal of board 

intensity, quality and effectiveness of monitoring. Alternatively, others see it as a follow 

up on companies’ poor performance and counter-measure on heralded improvement in 

profitability (Vafeas, 1999).  

 

However, the empirical literature provides conflicting finding similar to the theoretical 

proposition. Accordingly, the literature evidenced positive, negative and insignificant 

relationship between frequency of board meetings and sustainability disclosure. For 

instance, the study of Barros et al. (2013) established a significant positive relationship 

between frequency of board meetings and companies’ voluntary disclosure. In the same 

manner, Setyawan and Kamilla (2015) point out that, there exists a link between 

frequency of board meetings and companies’ environmental disclosure. A similar 

finding was also reported by Staden and Chen (2010) which indicates that a higher 

frequency of board meetings is a symbolic representation of better corporate 

sustainability reporting disclosure. Additionally, Jizi et al. (2014) view board meetings 

as a measure for the effort and diligence of board members in corporate social reporting 

process. Accordingly, the study concluded that board meeting frequency is significantly 

related to corporate social disclosure. 
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On the contrary, Ariza et al. (2011) found an insignificant relationship between 

frequency of board meeting and voluntary disclosure. A similar finding was also 

reported by Giannarakis (2014) which concluded that board meetings do not play a 

substantial role in corporate social disclosure. This is because board of directors are 

only responsible for corporate social disclosure at policy level rather than at 

implementation level which is predominantly viewed as the most time-consuming part. 

In the same way, Buniamin et al. (2011), Sarivudeen and Sheham (2013) noted that 

companies with good corporate governance would not necessary practice better 

environmental management system. Additionally, Ayoib and Nosakhare (2015), 

Dienes and Velte (2016) also found an insignificant relationship between frequency of 

board meetings and sustainability disclosure. 

 

The procedure for holding board meetings is based on the prescription of Nigerian 

revised corporate governance code 2011. The country’s revised corporate governance 

code released in 2011 stipulated that listed companies must hold board meetings at least 

once in every quarter averaging four times in a year. This is to enable the board member 

effectively perform their oversight functions and to keep an eye on management 

performance. Also, every board member must attend at least two-thirds of the entire 

board meeting in a year. Therefore, such attendance shall form part of the basis for his 

subsequent nomination as a board member in the company (SEC, 2011). On the basis 

of the above review and in relation to the rules of board meetings as stipulated in the 

recent Nigerian corporate governance code 2011, the present study posit a significant 

positive relationship between board meetings and sustainability disclosure. 

Accordingly, the study supports the views of some sustainability disclosure literature 

which pointed out that corporate board with frequent board meetings is more likely to 
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have increased ability to monitor, advice and discipline management effectively. This, 

in turn, increased the likelihood of higher disclosure of sustainability information. Thus, 

the following hypothesis is formulated for the guidance of the study; 

H1d: Board meetings have a significant positive influence on sustainability disclosure. 

 

3.3.5 Effect of Management Ownership on Sustainability Disclosure 

The effect of managerial ownership on corporate sustainability disclosure has for long 

been of interest to accounting researchers (Khan et al., 2013). Although, the trends and 

patterns differ from country to country (Nobes & Parker, 2008). In many jurisdictions, 

managerial ownership is seen as a mechanism for aligning the interest of directors and 

that of shareholders. In effect, managerial ownership provides incentives that minimise 

agency conflicts between managers and shareholders (Paek et al., 2013). Based on this 

perspective, managerial ownership works toward aligning the interest of companies’ 

management with that of shareholders and also reduce agency problem between the two 

groups (Jensen & Meckling, 1976).  

 

Alternatively, lack of transparency in some countries created an incentive for managers 

to pursue their interest at the expense of other stakeholders (Oh et al., 2011). In such 

domains, higher managerial ownership suggests greater power for corporate managers 

to make decisions in their interests. In such situation, managerial owners may likely 

pursue short-term strategies that will boost companies’ profits and positively affect 

their compensation (Oh et al., 2011). On this premise, managers of those companies 

may not invest heavily in socially responsible activities as they may see the costs of 

investing as outweighing its potential benefits (Ghazali, 2007).  
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Based on the preceding views for and against management ownership-sustainability 

relationship, several studies were conducted to verify the direction of the relationship 

empirically. However, the findings from these studies were equivocal. For instance, 

Uwalomwa (2011) provides evidence of a significant positive relationship between 

managerial ownership structure and sustainability reporting in Nigerian context. A 

comparable study by Khan et al. (2013) empirically proof that, managerial ownership 

having a significant positive impact on corporate social disclosure among export-

oriented industries in Bangladesh. A similar result was also observed by Jia and Zang 

(2012), Khan et al. (2013), Iatridis (2013) and Rashid (2015). These studies collectively 

provide empirical evidence supporting a positive relationship between management 

ownership and environmental disclosure.   

 

Conversely, Oh et al. (2011) found managerial ownership having a significant negative 

effect on corporate social disclosure. This result indicates that managers are mostly 

short-term oriented specifically in institutional contexts where they are not forced to 

invest in corporate social disclosure and thus allow to pursue their interest at the 

expense of other stakeholders. Paek et al. (2013) stress that manager owners often see 

diversity-related corporate social disclosure activities as costly investments without 

sufficient merits to owners and themselves as such will not encourage indulging in 

sustainability activities. Likewise, Ghazali and Weetman (2006) reiterated the previous 

result which suggests that a company with a higher proportion of shares held by 

executive directors disclose less voluntary information in their annual reports. 

Additionally, Mgbame and Onoyase (2015) report no significant statistical relationship 

between the proportion of management ownership and corporate voluntary disclosure.  
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Like most developing countries, managerial owners in Nigeria command a lot of power 

and influence in corporate decisions and operations (Nwachukwu, 2017). Managerial 

owners used the powers to pursue their interest at the expense of other stakeholders. To 

mitigate this problem, the Nigerian code of corporate governance intervene by 

reiterating that all stakeholders have equal right and therefore entitled to information 

on the financial well-being of their company (SEC, 2011). The corporate governance 

code further stipulates that board members’ shareholdings structure be adequately 

disclosed in corporate annual reports. The governance code equally specifies that 

companies should ensure that shareholders statutory and general rights are well 

protected. Particularly, corporate boards should ensure that shareholders at general 

meetings preserve their effective powers to appoint and remove directors of the 

company (SEC, 2011). 

 

Based on the above reviews, the present study predicts a positive relationship between 

management ownership and sustainability disclosure among Nigerian listed companies. 

This decision is based on the views of previous researchers who predominantly support 

a positive relationship between management ownership and sustainability disclosure. It 

is also based on the provision of Nigerian code of corporate governance 2011 on 

managerial ownership as outlined above. Accordingly, the present study supports the 

view of researchers who contended that providing stock to corporate managers is an 

effective way for mitigating agency problems and a means of aligning the interests of 

managers with those of shareholders (Denis, Denis & Sarin, 1997; Jensen & Meckling, 

1976; Kim et al., 2015). The present study further agreed with the notion that, if 

managers own a significant stake in a company, they are more likely to make decisions 

that will maximise shareholders’ value. In this way, stock ownership may likely 
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increase managers incentives to engage in corporate sustainability disclosure. 

Accordingly, the present study posits that managerial ownership will have a positive 

influence on sustainability disclosure. Hence, it is hypothesised that;  

H2a: Management ownership has a significant positive influence on sustainability 

disclosure. 

 

3.3.6 Effect of Block Ownership on Sustainability Disclosure 

The decision to concentrate companies stock in the hands of few large investors is likely 

to have a significant impact on companies’ social disclosure (Roberts, 1992). As such, 

it has been evidenced that, the presence of block ownership is associated with disclosure 

of higher quality information (Sanchez et al., 2011). This is because increase in 

concentrated ownership is associated with greater managerial monitoring. This, in turn, 

mitigates agency problems bearing in mind block holders power and capacity to 

monitor and control the potential cause of such problems. 

  

Based on the foregoing, several views were expressed on the relationship between block 

ownership and sustainability disclosure. On one hand, some researchers have the 

perception that a significant proportion of company shares can potentially give the 

holder the ability to monitor and influence a company’s decisions. This increases the 

inclination of managers to maximise shareholder value (Calza et al., 2014). A contrary 

view is that block holder have access to companies’ information from internal sources. 

Therefore, companies with a greater proportion of block ownership will likely disclose 

lesser sustainability information since their larger investors may be able to access 

information from internal sources (Samaha et al., 2012). In this case, the level of 

information to be disclosed by a company will be relatively low.  
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Based on this lines of argument, the relationship between block ownership and 

sustainability disclosure was tested in prior literature, but different results were 

obtained. For instance, Sufian and Zahan (2013) provide empirical evidence to support 

a significant positive relationship between block ownership and companies’ 

sustainability disclosure. A similar finding was documented by Jiang and Habib (2009). 

This particular study examines block ownership at different level of concentration and 

consequently found that efficiency of block owners varies with the level of ownership 

concentration. In the same manner, Crisostomo and Freire (2015) opined that block 

shareholders seem to consider corporate social reporting engagement as a mechanism 

for improving company’s image and reputation. They get involved in company’s 

policies direction and work closely to ensure that they make reputation a more relevant 

concern. 

 

Conversely, Arcay and Vazquez (2005) found a significant negative relationship 

between block ownership and corporate social disclosure. In the same way, Reverte 

(2009) concluded that companies with block ownership structure are less motivated to 

disclosure additional information in the form of corporate social reporting since 

shareholders of such companies can be able to obtain information directly from the 

company. A similar finding was reported by Tagesson et al. (2009) who stresses that 

companies with concentrated ownership structure disclose less sustainability 

information compared to their counterpart with lower concentrated ownership and also 

management ownership. Additionally, Brammer and Pavelin (2008) posit that having 

higher ownership concentration makes companies less likely to disclose information on 

environmental policies and programmes.  
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On the extreme, Otchere et al. (2012) and Aman et al. (2015) found an insignificant 

relationship between the proportion of block ownership and corporate social disclosure. 

A similar result was also reported by Nurhayati et al. (2016) who stresses that, in 

companies with high ownership concentration, owners perceive less the need for 

external legitimisation given that such companies do not intend to extend the 

shareholder base. As such, management does not attach much importance to the 

provision of voluntary information in their annual reports. Therefore, in relation to the 

views and findings in the existing literature. Also bearing in mind the view of 

stakeholder theory which contends that powerful shareholders are likely to exert more 

pressure on companies’ management to disclose more information (Naser, Alhussaini, 

Alkwari & Nuseibeh, 2006), this study expects block ownership to have a significant 

positive relationship with sustainability disclosure. Hence, the study postulates the 

following hypothesis; 

H2b: Block ownership has a significant positive influence on sustainability disclosure. 

 

3.3.7 Effect of Foreign Ownership on Sustainability Disclosure 

Foreign stockholders are important investors in a company with powers to demands for 

higher corporate information due to their geographical separation from management 

(Haniffa & Cooke, 2005). Therefore, given the geographical separation, companies 

with significant foreign ownership are more likely to disclose greater sustainability 

information in their annual reports. Such companies are likely to disclose higher 

sustainability information with the view to serve the needs of foreign owners. On this 

basis, foreign ownership is likely to be a significant determinant of the corporate social 

disclosure.  
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Based on the above intuition, several studies were conducted on foreign ownership as 

a likely determinant of corporate sustainability disclosure. However, the findings were 

equivocal. Studies such as Soliman et al. (2012), Bokpin et al. (2015), Muttakin and 

Subramaniam (2015) established a significant positive relationship between the 

proportion of foreign ownership and corporate social disclosure. In the same manner, 

Haniffa and Cooke (2005) observes a significant positive relationship between foreign 

ownership and social disclosure. The study outlined that the positive relationship 

observed is an indication that, Malaysian companies used corporate social disclosure to 

please ethical investors and also as a legitimisation strategy to attract a continued inflow 

of capital into their economy. Besides, Wang et al. (2008) provide evidence suggesting 

that information disclosed in companies annual reports are responsive to certain 

systematic influences.  

 

Alternatively, Monteiro and Guzman (2010) was not able to find empirical evidence to 

support the existence of a relationship between the proportion of foreign ownership and 

corporate social disclosure. Amran and Haniffa (2011) conduct a survey study to 

examine the effect of foreign ownership on sustainability disclosure in the context of 

Malaysia. The study observed that the three mechanisms of isomorphism comprising 

of coercive, normative and mimetic contributed to sustainability reporting in Malaysia. 

Jalila and Devi (2012) empirically proved that the proportion of foreign ownership is 

not related to the level of segment disclosure. 

 

From the viewpoint of stakeholder theory, companies with foreign ownership are more 

visible politically and subject to more public scrutiny. Therefore, companies in this 

category are more likely to improve their sustainability disclosure to reduce potential 
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political cost (Liu & Eddie, 2007). Therefore, considering the stakeholder theory 

supposition as outlined above and in line with the prior literature which provided 

evidence of a significant positive relationship between foreign ownership and 

sustainability disclosure, the present study predicted that foreign ownership would have 

a significant positive relationship with sustainability disclosure. This study believed 

that companies with significant foreign ownership could affect the level of 

sustainability disclosure. More specifically, this study predicts that Nigerian listed 

companies with a significant foreign presence will be more forthcoming about the 

disclosure of social and environmental information compared with fully domestic 

companies. Thus, it is hypothesised that;     

H2c: Foreign ownership has a significant positive influence on sustainability disclosure. 

 

3.3.8 Moderating Effect of Intellectual Capital on Board Size and Sustainability 

Disclosure  

The developmental changes taking place in recent decades has resulted in a shift from 

the industrial era to knowledge-based era (Aras et al., 2011). Intellectual capital is at 

the heart of this shift as it is frequently recognised as an invaluable asset that stimulates 

creativity, innovativeness, value creation and competitive edge (Marr, 2008; Tayles, 

Pike & Sofian, 2007). Intellectual capital is considered as the most important asset 

compared to physical capital by many companies in today's’ modern economy (Clarke 

et al., 2011). It is seen as a knowledge asset with significant economic value that drives 

the performance and sustainability of a company (Salman & Dandago, 2013). 

Information on intellectual capital is disclosed for several reasons, but the most 

prominent is to improve transparency, enhance reputation and legitimise organisational 

status (Oliveira et al., 2010).  
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Therefore, given the significance of intellectual capital to companies’ sustainability, 

several studies were conducted to determine the relationship between intellectual 

capital and different aspect of firm-specific structures and fundamentals. Intellectual 

capital was studies in relation to corporate governance structure (Abeysekera, 2010; 

Cerbioni & Parbonetti, 2007; Haji & Ghazali, 2013; Li, Pike & Haniffa, 2008), 

performance (Bontis, Keow & Richardson, 2000; Cabrita & Bontis, 2008; Clarke et al., 

2011; Firer & Williams, 2003), sustainability (Cuganesan, 2006; Oliveira et al., 2010; 

Passetti et al., 2009; Pedrini, 2007) and IPO prospectus (Bukh, Nielsen, Gormsen & 

Mouritsen, 2005; Singh & Mitchell, 2008). 

 

In this context, literature examining the relationship between board size and 

sustainability disclosure was reviewed, findings from the studies were equivocal 

(Akhtaruddin et al., 2009; Cheng & Courtenay, 2006; Esa & Ghazali, 2012; Kilic et al., 

2015; Lim et al., 2007; Lorenzo & Sanchez, 2010; Rao et al., 2012; Uwuigbe et al., 

2011). On this basis, some studies anticipate the likely existence of some contextual 

factors that were not captured by merely examining the direct relationship between 

board size and sustainability disclosure (Wahba & Elsayed, 2015). In response to this 

argument, Bontis and Serenko (2007) provide empirical evidence to support a 

significant positive effect of intellectual capital on the relationship between employees’ 

capabilities and job satisfaction. Specifically, the study indicates that employees’ 

capabilities depend on their training and development and also based on the level of job 

satisfaction. Also, the study indicates that the model exhibits higher predictive power 

when employees’ perceptions of human capital management practice are high.  
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On the contrary, Sofian et al. (2011) propose a framework that links moderating effect 

of intellectual capital on the relationship between the relevance of earnings and cost of 

equity. Based on the postulated framework, the study concludes that inclusion of 

intellectual capital as a moderator on the relationship between the relevance of earning 

and cost of equity would minimise the cost of equity. Naidenova and Oskolkova (2012) 

empirically investigate the linear and non-linear relationship between components of 

intellectual capital and company value. Findings from the study reveal that intellectual 

capital had a linear and multiplicative dependency on company’s value. Multiplicative 

dependency implies the existence of interaction effects which may either be positive or 

negative. Additionally, Clarke et al. (2011) examine the moderating effect of 

intellectual capital on the relationship between capital employed efficiency and 

performance. However, the result of the study was inconclusive, but despite 

inconsistency in finding, the outcome suggests the likely existence of interaction for 

both human and structural capital efficiencies. Hence, the findings put forth a promising 

avenue for future intellectual capital research. However, the present study explores 

alternative approach by examining the moderating effect of intellectual capital on the 

relationship between board size and sustainability disclosure.  

 

Besides, the importance of intellectual capital within the Nigerian business 

environment is becoming more obvious and visible. This is due to a shift in dynamics 

of the country’s economy which is moving away from the traditional product based 

economy to a knowledge-based (Oba et al., 2013). These changes became more visible 

when accounting standard on intangible assets was first issued in Nigeria in the year 

2006. The issuance of Statement of Accounting Standards (SAS) 22 on intangible assets 

by Nigerian Accounting Standard Board (NASB) established the foundation for 
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standardisation of intellectual capital reporting by Nigerian companies (Salman & 

Dandago, 2013). This practice was further strengthened by the adoption of International 

Financial Reporting Standards (IFRS) in the year 2012. IFRS 3 on identification and 

valuation of intangible assets in business combinations also contributed towards 

perfecting the preparation and disclosure of intellectual capital information in 

companies’ annual reports (Oba et al., 2013).  

 

Furthermore, the changes in Nigerian intellectual capital practice was also highlighted 

by extant literature. Suraj and Bontis (2012) conducted a study to examine how 

Telecommunication companies in Nigeria leverage intellectual capital as a strategic 

resource for creating a competitive advantage. Accordingly, the study reiterated the 

importance of sourcing contracts skilled employees (expatriate) whose expertise is 

useful in solving challenging tasks and meeting customers’ need among communication 

firms. Similarly, Oba et al. (2013) notice that Nigerian companies utilise foreign experts 

in leveraging their intellectual capital given that foreigners bring in innovativeness, 

diverse creativity and experience. Also, Salman and Dandago (2013) observed that, 

despite the difference in quality and extent of disclosure, all companies provide 

intellectual capital information in their annual reports. Haji and Mubaraq (2012) 

empirically demonstrated that Nigerian banks used intellectual capital disclosures in 

influencing the perception of relevant stakeholders. This is evidenced by changes in 

intellectual capital disclosure category which is necessitated based on the need and 

response arising from the business environment.  

 

Based on the preceding, this study is expedient considering the equivocal findings 

demonstrated by prior literature that assessed the impact of board size on sustainability 
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disclosure. This step is also undertaken due to the changes in Nigerian business 

environment which have shifted the economy from a traditional product base to one 

driven by knowledge. This decision is also based on the supposition of RBV theory 

which emphasised that companies can exploit their intangible assets to gain strategic 

advantage. This therefore suggests that corporate boards with a mix of different 

background and experience will be able to harness companies’ intellectual capital to 

foster the disclosure of sustainability information. Accordingly, the present study 

conjectured a significant positive effect of intellectual capital on the relationship 

between board size and sustainability disclosure. On this note, the following hypothesis 

is formulated:  

H3a: Intellectual capital positively moderates the relationship between board size and 

sustainability disclosure. 

 

3.3.9 Moderating Effect of Intellectual Capital on Board Independence and 

Sustainability Disclosure  

The ability of a company to thrive in today’s knowledge-based economy hinges on the 

company’s capacity to properly use all resources at its disposal including physical, 

financial and intellectual assets (Safieddine et al., 2009). Intellectual capital is 

outstanding as it is regarded as a vital strategic resource that is based on specific and 

valuable knowledge residing in an organisation (Mouritsen, 1998). It is a unique 

resource that add value to organisations through creating and maintaining creativity, 

innovations and interpersonal activities (Tayles et al., 2007).  

 

However, board independence serves as a vehicle that supports the managerial oriented 

decisions which enhance companies’ long-term performance (Ibrahim, Howard & 

Angelidis, 2003). Board independence improve the monitoring ability of corporate 

boards in assessing companies’ activities and in controlling the behaviours of managers 
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(White, Lee & Tower, 2007). Therefore, an independent board with diversifiable 

abilities, extensive knowledge and vast working experience act as assets that add value 

to companies (Saeed, Rasid & Basiruddin, 2015). Such calibre of board is likely to 

ensure efficient utilisation of intellectual assets in achieving a higher disclosure of 

sustainability information in companies’ annual report. 

  

Nevertheless, prior literature on the relationship between board independence and 

sustainability disclosure provide mixed findings. For instance, Khan (2010) 

demonstrated that non-executive directors have a significant influence on corporate 

social responsibility reporting among Bangladeshi listed commercial banks. A similar 

conclusion was reached by Post et al. (2011) which provide evidence that the proportion 

of outside directors on companies’ board is associated with more favourable 

environmental CSR disclosure. Also, a study conducted on 120 sampled Malaysian 

companies by Said et al. (2013) concluded that board independence is significant and 

positively related to companies’ environmental reporting.  

 

On the contrary, Barako et al. (2006) found empirical evidence to support a significant 

negative relationship between the proportion of outside directors on corporates board 

and the extent of companies’ voluntary disclosure. Based on a significant negative 

relationship observed, Zhang (2012) reveals that the proportion of outside directors is 

significant and negatively related to institutional and technical weakness ratings. In the 

same manner, Almoataz and Hussainey (2012) provide evidence of a negative 

relationship between board independence and voluntary corporate disclosure in the 

context of Saudi Arabia. Besides, Michelon and Parbonetti (2010), Abdullah et al. 

(2011) and Janggu et al. (2014) concluded that board independence is insignificantly 
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related to companies’ sustainability disclosure. Lau et al. (2016) reported similar result 

and further indicated that mere number of outside directors is not a sufficient ground to 

make a change in companies’ sustainability disclosure. A recent study by Alfraih and 

Almutawa (2017) also shows that proportion of outside directors is not significant in 

explaining the variation in social disclosure practices.  

 

Based on the conflicting findings between board independence and sustainability 

disclosure as illustrated above, the present study took a swift by examining the 

relationship between board independence and sustainability disclosure using 

intellectual capital as a moderating variable. Intellectual capital strategies such as 

human relations, technologies, feedbacks, research and development can be positioned 

by independent directors to deepen the disclosure of sustainability information (Musali 

& Ismail, 2015). Accordingly, investment in companies’ intangible assets including 

knowledge and skills is likely to offer innovative solutions that will likely enhance the 

disclosure of sustainability information. Effective utilisation of intellectual capital 

strategies and processes is likely to increase the efficiency of sustainability information 

disclosure. Based on this thinking, this study anticipates that board independence will 

have a significant positive influence on sustainability disclosure with the insertion of 

intellectual capital as a moderating variable. Accordingly, it is hypothesised that:  

H3b: Intellectual capital positively moderates the relationship between board 

independence and sustainability disclosure. 

 

3.3.10 Moderating Effect of Intellectual Capital on Board Diversity and 

Sustainability Disclosure  

The capacity of companies to manage intellectual capital is viewed as one of the key 

competencies in today’s knowledge economy (Berezinets, Garanina & Ilina, 2016). 

Intellectual capital is categorised among the most important constituent at the heart of 
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value creation and competitive advantage in companies (Safieddine et al., 2009). It is a 

critical force that drives business growth (Huang & Liu, 2015). Companies’ intellectual 

capital is deemed to be more successful when there is greater diversity among members 

of corporate boards. A diverse corporate board enhance the collective intelligence of 

boards and also contribute to increase pool of talent available for companies’ oversight 

functions (Romero, Rodrigues & Craig, 2017). It avails the board a range of traits 

including, expertise, competencies, resources, different leadership experiences and a 

capacity to generate new ideas (Romero et al., 2017).  

 

Therefore, a diverse board with female representation enhances the board decision-

making. Such board is likely to approach situations holistically, taking into 

consideration different perspectives, unique experiences and providing an interplay of 

diverse characteristics (Ramirez, 2003). Accordingly, a diverse board is likely to 

promote innovation and greater creativity which will in turn influence the disclosure of 

companies’ sustainability information. Based on the above perception, several studies 

were conducted to examine the relationship between board diversity and sustainability 

disclosure from different parts of the world. However, the existing studies so far 

provided conflicting findings. A close look at the findings suggest positive, negative 

and in some instances insignificant relationship between board diversity and 

sustainability disclosure.  

 

Among others, Barako and Brown (2008) established that a higher representation of 

women on companies’ board improves corporate social disclosure. In the same way, 

Bear et al. (2010) based on empirical evidence suggested that the proportion of women 

in corporate boards indirectly influence the overall corporate reputation through their 
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effect on companies’ social disclosure. Rao et al. (2012) found boards with more female 

directors having a positive impact on companies’ environmental disclosure. This claim 

is also consistent with findings of Fodio and Oba (2012), Post et al. (2015), Deschenes 

et al. (2015) and Jizi (2017). In contrast, Handajani et al. (2014) and Shamil et al. (2014) 

concluded that increased number of females on corporate board leads to lower 

disclosure of sustainability information.  

 

Besides, a study conducted on US oil and gas companies by Post et al. (2011) suggested 

that having three or more female members in corporate board will not necessarily lead 

to higher corporate sustainability disclosure. Also, a study carried out by Feijoo et al. 

(2012) using data from a survey conducted by KPMG and Governance Metric 

International (GMI) found that masculinity does not play a significant role in the 

disclosure of companies’ sustainability information. Kahreh et al. (2014), Suissa and 

Aziz (2015) on their part empirically proved that the proportion of women directors on 

corporate boards is not significantly related to corporate sustainability disclosure. 

 

By the above review, it is safer to conclude that a consensus was not reached on the 

relationship between board diversity and sustainability disclosure. To this end, the 

present study takes a swift by introducing intellectual capital as a moderating variable 

to sterengthen the relationship between board diversity and sustainability disclosure. 

This is necessary because board diversity promotes greater flexibility and innovation in 

decision-making processes of companies (Musali & Ismail, 2015). Diverse boards play 

a prominent role in stimulating high-quality, innovative solutions through interactions 

(Jimenez & Fuentes, 2016). Such boards enhance the ability of companies to promote 
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more comprehensive policies, activities, strategies and projects for the large spectrum 

of stakeholders (Musali & Ismail, 2015).  

 

Besides, diverse boards improve companies’ understanding of employees and 

customers, promote the willingness to change and adapt, strengthen long-term 

relationship between companies and their different stakeholders (Swartz & Firer, 2005). 

Based on the reasons mentioned above, a diverse board is likely to improve the 

disclosure of sustainability information with efficient utilisation of intellectual capital 

strategies and processes. Accordingly, the present study posits that intellectual capital 

will moderate the relationship between board diversity and sustainability disclosure. On 

this ground the following hypothesis is formulated: 

H3c: Intellectual capital positively moderates the relationship between board diversity 

and sustainability disclosure. 

 

3.3.11 Moderating Effect of Intellectual Capital on Board meetings and 

Sustainability Disclosure  

The empirical research on the relationship between board meetings and sustainability 

disclosure evidenced inconclusive findings. Accordingly, studies established a positive, 

negative and insignificant relationship between board meetings and sustainability 

disclosure. Some of these studies include Barros et al. (2013), Allegrini and Greco 

(2013), Jizi et al. (2014) which reveals that board meetings have a significant positive 

influence on corporate sustainability disclosure. In the same manner, Setyawan and 

Kamilla (2015) concluded that frequency of board meeting is significant and positively 

related to corporate environmental disclosure. Based on the positive output, the study 

affirms that the more often the frequency of board meetings, the more effective board 

members oversight on corporate management. This, in turn, increases the extensiveness 

of companies’ environmental disclosure.  
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Hussain et al. (2016) established that a higher number of board meetings is related to 

higher disclosure of corporate social information. This implies that a higher number of 

board meetings increased companies focus on corporate sustainability disclosure. On 

the other hand, Ariza et al. (2011) concluded that there is no link between frequency of 

board meetings and corporate sustainability reporting. A similar study conducted on 

Malaysian shari'a-compliant companies by  Sallehuddin (2013) found frequency of 

board meetings having an insignificant effect on CSR disclosure. Similarly, 

Giannarakis (2014), Ayoib and Nosakhare (2015) also reports an insignificant 

relationship between board meetings and sustainability disclosure.  

 

Based on the equivocal findings, the present study introduced intellectual capital as 

moderating variable to strengthen the relationship between board meetings and 

sustainability disclosure. Intellectual capital is an intangible resource that stimulate 

innovativeness, promote creativity, value creation and competitive edge (Abdullah & 

Sofian, 2012). It is a resource that has a significant increasing influence on the long-

term corporate value of companies. It serves as a key factor in determining whether or 

not organisations gain competitive advantage (Gan, Saleh & Abessi, 2013). On the 

other hand, board meeting is a medium for sharing information, allowing workload 

distribution and committee assignments (Laksmana, 2008). It serves as an effective 

mechanism for monitoring, stipulating and supervising firms in making strategic 

decisions (Giannarakis, 2014). Therefore, with frequent meetings, corporate board is 

more likely to provide effective management control of intellectual capital which is 

likely to aid more disclosure of sustainability information (Marques, Jose, Simon & 

Caranana, 2006). 
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Accordingly, the frequency of board meetings will enable the board of directors to 

provide effective management control of intellectual capital and disclose more 

information about intellectual capital to publicise work undertaken (Marques et al., 

2006). In this manner, the relationship between board meetings and sustainability 

disclosure will be strengthened with the interactive effect of intellectual capital. Based 

on the reasons mentioned above, the present study postulates that intellectual capital 

will moderate the relationship between board meetings and sustainability disclosure. 

Hence, the following hypothesis is postulated for the guiding of the study. 

H3d: Intellectual capital positively moderates the relationship between board meetings 

and sustainability disclosure. 

 

3.3.12 Moderating Effect of Intellectual Capital on Management Ownership and 

Sustainability Disclosure  

Intellectual capital is a relatively new academic endeavour that originated from practice 

and consultancy (Altuner et al., 2015). Intellectual capital is gaining widespread 

recognition given that the practice is a critical force that drives business growth (Huang 

& Liu, 2005). Indeed, the concept is gaining rapid acceptance due to various changes 

taking place in the business environment which makes the economies knowledge-based 

and thus requires value creation through intangible rather than tangible assets (Taliyang 

& Jusop, 2011). Therefore, effective management of knowledge-based assets is a key 

factor in companies’ success both in performance and corporate value. 

  

Nevertheless, existing empirical literature on the relationship between management 

ownership and sustainability disclosure produced mixed results (Ghazali,2007; Iatridis, 

2013; Jia & Zang,2012; Khan et al., 2013; Lu et al., 2015; Mgbame & Onoyase, 2015; 

Oh et al., 2011; Paek et al., 2013; Rashid,2015; Soliman et al., 2014; Uwalomwa, 2011). 

A noticeable problem with the existing studies is the prevailing assumption that the 
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relationship between the two constructs is direct. An alternative perspective which has 

not been accorded much attention in the literature is that management ownership-

sustainability disclosure relationship could be strengthen by introducing other 

contextual variables as moderator (Wahba & Elsayed, 2015). Based on this reasoning, 

the present study includes intellectual capital as a moderating variable to examine 

whether the relationship between management ownership and sustainability disclosure 

could be enhanced.  

 

In contrast to this study’s proposition, various studies were conducted to examine the 

moderating effect of intellectual on different variables. Among others, Bontis and 

Serenko (2007) stressed the importance of intellectual capital in moderating the 

relationship between job satisfaction and job performance. The study affirms that 

relatively new knowledge-based disciplines of intellectual capital have gathered strong 

recognition and representation in both the academic and business. Similarly, Clarke et 

al. (2011) investigate the interacting effect of intellectual capital on the relationship 

between capital employed efficiency and performance. However, despite the 

inconclusive result observed, the findings suggest the possible existence of interaction 

effect of both structural and human capital components of intellectual capital. 

 

In another study, Sofian et al. (2011) concluded that enhancement and improvement in 

the quality of information relating to the relevance of earnings through recognition of 

intellectual capital results in a reduction of information asymmetry. Also, it increases 

investors’ willingness to invest and finally reduce the cost of equity. Additionally, 

Naidenova and Oskolkova (2012) found intellectual capital having an interaction effect 

on companies’ value. The study further stresses the need to extend the study by adding 
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new proxies for elements of intellectual capital and also the use of more complex 

functional dependency to analyse more comprehensively the interrelation between the 

intellectual capital and companies’ value.  

 

From the RBV perspective, companies need to develop strategic resources both tangible 

and intangible to the sustainable benefit of a company (Madhani, 2010). Intellectual 

capital is one of the company’s intangible resource that varies companies’ uniqueness 

and capabilities. This resource if properly harnessed could be a means of achieving 

sustainable corporate values. For the fact that companies utilise intellectual capital in 

improving transparency, legitimise status and enhance their reputation is an indication 

that intellectual capital could be deployed to achieve effective sustainability initiative. 

Therefore, effective management of intellectual capital can be achieved through 

developing and maintaining good relations with stakeholders. This is critical to 

satisfying stakeholders’ needs. However, this may sound interesting to owners of 

business who may utilise the avenue to portray their company in a good light. This 

underscores the role and usage of intellectual capital for the well-being of constituent 

users. Based on this reasoning, intellectual capital is likely to enhance the relationship 

between management ownership and sustainability disclosure. Hence, the present study 

hypothesised as follows.    

H4a: Intellectual capital positively moderates the relationship between management 

ownership and sustainability disclosure. 

 

3.3.13 Moderating Effect of Intellectual Capital on Block Ownership and 

Sustainability Disclosure  

Research to date has provided conflicting accounts of whether block ownership is a 

likely determinant of sustainability disclosure in companies’ annual report. Hence, it is 

difficult to draw a clear-cut finding given that literature evidenced positive, negative 
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and in some instances insignificant relationship between block ownership and 

sustainability disclosure. For example, a significant positive relationship between block 

ownership and sustainability disclosure was demonstrated by Tsamenyi et al. (2007). 

This study concludes that block holders have the power and the incentive to monitor 

the behaviour of management. As such, companies with substantive block ownership 

disclose higher sustainability information. Sufian and Zahan (2013) found that 

companies having higher block ownership discloses more sustainability information in 

their annual reports. In the Brazilian market, Crisostomo and Freire (2015) noticed that 

larger shareholders of Brazilian firms seem to consider sustainability policy as a way 

of improving firm image and reputation and also as a tool for searching legitimacy. 

 

In contrast, Reverte (2009), Tagesson et al. (2009), Juhmani (2013) observed a negative 

relationship between block ownership and sustainability disclosure. The result indicates 

that the higher the proportion of block ownership in a company, the lower will be the 

level of corporate sustainability disclosure. Similarly, a significant negative 

relationship between block ownership and environmental proactivity was reported by 

Calza et al. (2014). The study indicates that firms with concentrated ownership structure 

are less motivated to disclose information relating to environmental proactivity.  On the 

other hand, Otchere et al. (2012), Aman et al. (2015), Jindal and Kumar (2012), Dam 

and Scholtens (2013), Nurhayati et al. (2016) established that having a higher 

proportion of block ownership in companies will not necessarily lead to increased 

disclosure of sustainability information. Besides, Jiang and Habib (2009) showed that 

the relationship between block ownership and voluntary disclosure practices assumes a 

non-linear pattern. This result suggested that the efficiency of large shareholders’ 

monitoring varies with the level of ownership concentration.  
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Based on the preceding, the present study posits testing the relationship using a third 

variable (intellectual capital). Intellectual capital is companies’ intangible resource that 

add value to companies by improving the exchange of knowledge and creation of new 

knowledge (Appuhami & Bhuyan, 2015). It is a major portion of companies’ value 

because the success of the most modern businesses is a function of leveraging this 

resource (Keenan & Aggestam, 2001). For this reason, intellectual capital is likely to 

play a critical rule in the block ownership-sustainability disclosure relationship.  

 

Besides, block holders have the incentive and the ability to monitor management 

directly. They have the power to influence the decision of management given the 

proportion of corporate resource they control (Raffournier, 1995; Tsamenyi et al., 

2007). In this regard, block owners can easily influence the disclosure of sustainability 

information in companies.  Therefore, considering block holders discretionary powers, 

they can also influence the utilisation of companies’ intellectual capital strategies and 

processes to achieve a higher sustainability disclosure. Based on the reasons mentioned 

above, this study proposes that block ownership will influence sustainability disclosure 

through the interacting effect of intellectual capital. Therefore, the present study posits 

that intellectual capital will have a significant positive moderating effect on the 

relationship between block ownership and sustainability disclosure. Accordingly, this 

study further hypothesised that; 

H4b: Intellectual capital positively moderates the relationship between block ownership 

and sustainability disclosure. 

 

3.3.14 Moderating Effect of Intellectual Capital on Foreign Ownership and 

Sustainability Disclosure  

Intellectual capital is a key resource for gaining a competitive advantage in a business 

environment that transcends fixed geographical boundaries (Lev, 2001). It is a resource 
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that adds value to organisations by improving the exchange of knowledge and the 

creation of new knowledge. Intellectual capital adds value to companies by aiding the 

building and maintenance of creativity, innovations, interpersonal activities and 

competitive advantage (Tayles et al., 2007). Companies’ intellectual capital is located 

in their relationships, people and structures. Therefore, it is seen as a strategic resource 

that increases performance and creates value for the organisation (Appuhami & 

Bhuyan, 2015). Considering the significance of intellectual capital to companies’ 

viability and long-term growth. Several studies were conducted to examine how 

different firm-specific structures and fundamentals relates with companies’ intellectual 

capital  (Abeysekera, 2010; Haji & Ghazali, 2013; Cerbioni & Parbonetti, 2007; Li et 

al., 2008; Bontis et al., 2000; Cabrita & Bontis, 2008; Clarke et al., 2011; Firer & 

Williams, 2003; Bukh et al., 2005; Singh & Mitchell, 2008).  

 

For this study, literature relating foreign ownership with sustainability disclosure was 

reviewed. The findings from the studies were inconsistent with positive, negative and 

insignificant relationship between the two constructs. Among others, Soliman et al. 

(2012) and Garcia et al. (2009) established a significant positive relationship between 

foreign ownership and sustainability disclosure. Bowrin (2013) also observed a similar 

result. In accordance with this finding, the study lends credence to the argument that, 

companies with affiliations to developed nations are more likely to encourage the 

disclosure of higher sustainability disclosure. Besides, Muttakin and Subramaniam 

(2015) observed a significant positive relationship between foreign ownership and 

sustainability disclosure from an Asian perspective.  
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In contrast, Bokpin et al. (2015) revealed that foreign share ownership is negatively 

related to corporate social disclosures. Although, the study shows that country level and 

time effects were largely responsible for the observed effect. However, Monteiro and 

Guzman (2010) indicate no statically significant association between environmental 

information disclosure and the proportion of foreign ownership among 500 largest 

Portuguese companies. In the same way, the regression analysis conducted by Amran 

and Haniffa (2011) did not support the proposition that foreign companies are 

influential stakeholders in corporate sustainability disclosure practices.  

 

Based on the equivocal findings as evidence above, the present study decide to test the 

relationship by introducing intellectual capital as an interactive variable. This study 

predict that the relationship between foreign ownership and sustainability disclosure 

will be strengthen with the addition of intellectual capital as a moderating variable. This 

is because foreign owners are strong constituents in companies’ formation. They also 

have control over companies’ affairs and also react to companies’ actions and decisions 

(Mangena & Tauringana, 2007). Foreign shareholders have the power to influence 

corporate management to invest in more value creation activities that are likely to 

contribute towards the advancement of sustainability information in companies. Also 

considering their foreign background and international exposure, they are also likely to 

motivate corporate management to introduce intellectually related innovations 

including different strategies, innovation and advanced technology.  

 

Accordingly, foreign investors are more likely to support the advancement in 

sustainability information disclosure through the application of intellectual capital 

strategies and processes. They are most likely to support local companies to introduce 
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intellectual capital processes and strategies which is anticipated to contribute towards 

enhancing sustainability disclosure practices. Hence, the present study predicts a 

significant positive effect of intellectual capital on the relationship between foreign 

ownership and sustainability disclosure among Nigerian listed companies. Hence, it is 

hypothesised that;  

H4c: Intellectual capital positively moderates the relationship between foreign 

ownership and sustainability disclosure. 

 

 

3.3.15 Summary of Research Hypotheses and Theories 

This section provides a summary of research hypotheses including the research 

questions, research objectives and underpinning assumptions. A total of 14 hypotheses 

were formulated in this study. The research hypotheses were postulated to answer the 

research questions outlined in chapter one of the study. A total of seven (7) hypotheses 

were formulated in the direct effect model. A similarly number of hypotheses (7) were 

postulate for the moderating effect model in the study. Accordingly, Table 3.1 contains 

the summary of reseach hypotheses. The Table outlined the research questions, the 

research objectives, the respective hypothesis and the theory supporting each 

relationship. 
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Table 3.1  

Summary of research objectives, hypotheses and theories 

Research Question Research Objective  Hypotheses Theory 

 

Q1.Do board characteristics 

influence companies’ 

sustainability disclosure? 

 

O1.  To examine the 

relationship between board 

characteristics and 

sustainability disclosure. 

 

H1a: Board size has a significant positive 

influence on sustainability disclosure. 

 

 

 

 

 

 

Stakeholder 

theory 

H1b: Board independence has a 

significant positive influence on 

sustainability disclosure. 

H1c: Board diversity has a significant 

positive influence on sustainability 

disclosure. 

H1d: Board meetings has a significant 

positive influence on sustainability 

disclosure. 

Q2. Do ownership structure 

influence companies’ 

sustainability disclosure? 

O2. To examine the 

relationship between 

ownership structure and 

sustainability disclosure. 

H2a: Management ownership has a 

significant positive influence on 

sustainability disclosure. 

 

 

 

 

 

Stakeholder 

theory 

H2b: Block ownership has a significant 

positive influence on sustainability 

disclosure. 

H2c: Foreign ownership has a significant 

positive influence on sustainability 

disclosure. 
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                     Table 3.1 (Continued) 
 

 

 

Q3. Do intellectual capital 

moderate relationship between 

board characteristics and 

companies’ sustainability 

disclosure? 

 

O3.  To examine the 

moderating effect of 

intellectual capital on the 

relationship between board 

characteristics and 

sustainability disclosure. 

 

H3a: Intellectual capital will moderate the 

relationship between board size and 

sustainability disclosure. 

 

 

 

 

 

 

 

Stakeholder 

theory  
RBV theory 

H3b: Intellectual capital will moderate the 

relationship between board independence 

and sustainability disclosure. 

H3c: Intellectual capital will moderate the 

relationship between board diversity and 

sustainability disclosure. 

H3d: Intellectual capital will moderate the 

relationship between board meetings and 

sustainability disclosure. 

Q4. Do intellectual capital 

moderate relationship between 

ownership structure and 

companies’ sustainability 

disclosure? 

 

O4.  To examine the 

moderating effect of 

intellectual capital on the 

relationship between board 

characteristics and 

sustainability disclosure. 

 

H4a: Intellectual capital will moderate the 

relationship between management 

ownership and sustainability disclosure. 

 

 

 

 

Stakeholder 

theory  

RBV theory 

H4b: Intellectual capital will moderate the 

relationship between block ownership 

and sustainability disclosure. 

H4c: Intellectual capital will moderate the 

relationship between foreign ownership 

and sustainability disclosure. 
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3.4 Summary of the Chapter 

This chapter presents the theoretical background and the hypotheses development of 

the study. Discussions were made for both stakeholder theory and RBV theory as 

supporting theories in the study. The study’s framework was also presented in the 

chapter. The chapter equally discusses the hypotheses based on theories and existing 

empirical literature. However, the next chapter focuses on the research methodology.    
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CHAPTER FOUR 

RESEARCH METHODOLOGY 

 

4.0 Introduction 

Having discussed the relevant theories, research framework and hypothesis 

development in the previous chapter, the present chapter specifies and discusses the 

research approach, measurement of variables and techniques used.  The chapter begins 

with the research approach and design followed by operationalisation and measurement 

of variables. The data collection procedure including the population, the sample size 

and the techniques for data analysis were also discussed. The specified model for the 

study was present next and finally a summary of the chapter. 

 

4.1 Research Approach / Design 

The research design is delineated as the researcher’s generality of answering the 

research question or testing research hypothesis (Polit, Beck, & Hungler, 2001). In this 

context, the quantitative research design involving the use of secondary data was 

employed for the analysis. Thus, the data for the study was obtained from corporate 

annual reports, stand-alone sustainability reports, corporate websites and NSE fact 

book. Content analysis was used for collection of the data. Content analysis refers to a 

systematic method of making inferences from published documents. It involves 

scanning a document to see whether a specific theme or category of information is 

either present or absent (Abhayawansa, 2011). Therefore, the choice of this method 

enables the researcher to determine whether the explanatory variables affect dependent 

variables and to also understand the existing nature of the relationship between the two. 

The design is assumed to be the best approach to answer the research questions 
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enumerated in chapter one of this study. Hence, the data obtained were used to test the 

proposed hypotheses in the study. 

 

4.2 Operationalisation and Measurement of Variables 

This section discusses the measurement of variables selected for the study. The aim is 

to provide a clear meaning for each of the variables and to ensure consistency in 

interpretation. Accordingly, the Dependent Variable (DV) is sustainability disclosure 

which is measured using a content analysis score based on a GRI G4 disclosure index. 

The GRI G4 index was initially applied by Sulaiman and Mohtar (2012), Haladu and 

Salim (2016), Dias et al. (2017). Independent Variables (IVs) comprising board 

characteristics and ownership structure were hand-picked from companies’ annual 

reports. The moderating variable is the intellectual capital which is measured using 

content analysis based on Sveiby (1997) framework. 

 

4.2.1 Measurement of Dependent Variable 

The dependent variable for this study is sustainability disclosure which encompases 

social and environmental disclosures. Several methods were adopted in measuring 

companies’ sustainability disclosure (Barako, 2007). However, the most well-known 

method is the use of content analysis which involves codifying content (or text) into 

predefined categories based on specific criteria. Content analysis is conducted based on 

a disclosure index which serves as a checklist for deriving disclosure indices in the 

annual report of companies. A disclosure index is broadly divided into two consisting 

of weighted and un-weighted. A weighted disclosure index is one that assigns weights 

based on a predefined ranking reflecting the significance attributed to the nature of the 

disclosed information (Beretta & Bozzolan, 2008).  
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However, the approach of attaching weight to items is particularly subjective and as 

such, it has been criticised for being bias toward specific users (Barako et al., 2006). 

Conversely, an un-weighted index is one that uses binary codes or nominal values (1 

and 0). This index has the basic assumption that all items are equally important (Barako 

et. al., 2006). As such, an un-weighted index helps to mitigate the subjectivity problems 

thereby minimising the scoring bias attributed to weighted index (Chau & Gray, 2002). 

Therefore, this study adopts the un-weighted index being that the approach does not 

discriminate items of information based on their relative importance. It only emphasis 

the presence or absent of an item in the annual report of companies. This approach is 

consistent with the prior literature (Monteiro & Guzman, 2010; Sulaiman & Mohtar, 

2012; Haladu & Salim, 2016).  

 

The GRI G4 standards were used as checklist for derieving the items of disclosure in 

companies’ corporate reports. GRI is the most widely adopted framework for 

measuring companies social and environmental performance (Ernst & Young, 2013). 

It is developed by an independent institution called GRI. The aim of GRI is establishing 

and propagating sustainable reporting guidelines that are globally applicable (GRI, 

2002; O’Dwyer & Owen, 2005). The framework was generated as a comprehensive 

sustainability reporting guidelines which could be utilised universally. These guidelines 

assist organisations in measuring and reporting their social and environmental 

performance. Many studies were conducted using the GRI G4 standards includings 

Khan, Islam, Fatima and Ahmed (2011), Haladu & Salim (2016), Mahmoud et al. 

(2017), Dias et al. (2017). 
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Table 4.1 

Sustainability Disclosure Items (Dependent Variable) 

Code Main Items Sub-Items Score 
Commula- 

tive Score 

Social Disclosures    

SD1 Employment Total workforce by employment type or 

contract 

1 
 

Benefit provided to full-time employees not 

provided to temporary or part-time 

employees. 

1 2 

SD2 Labour/Mgt 

Relations 
Minimum notice periods regarding 

operational changes. 

1 1 

SD3 Occupational Health 

and Safety 
Compliance with health & safety standards 1 

 

Injuries & work related fatalities by region 

& gender 

1 
 

Health & safety topics covered in formal 

agreements with trade unions 

1 3 

SD4 Training and 

Education 
Programmes for skill mgt & lifelong 

learning that support employees 

1 
 

Percentage of employees receiving regular 

performance & career dev. Reviews 

1 2 

SD5 Diversity and Equal 

Opportunity 
Composition of governance bodies & 

breakdown of employees 

1 1 

SD6 Equal 

Remuneration for 

Women and Men 

Ratio of basic salary and remuneration of 

women to men 

1 1 

SD7 Investment Significant investment agreements & 

contracts 

1 1 

SD8 Non-Discrimination Incidents related to discrimination 1 1 

SD9 Freedom of 

association & 

collective 

bargaining 

Operations with significant risk to freedom 

of association & collective bargaining 

1 1 

SD10 Child Labour Operations with significant risk for 

incidence of child labor 

1 1 

SD11 Forced & 

Compulsory Labor 

Procedures to identify suppliers  risk related 

to forced or compulsory labor 

1 1 

SD12 Security Practices Security Practices 1 1 

SD13 Local Community Operations to implement local community 

engagement & development programs 

1 1 

SD14 Corruption Procedures to identify risks related to 

corruption 

1 
 

Confirm incidence of corruption & actions 

taken 

1 2 

SD15 Public Policy Info related to public policy positions 1 1 

SD16 Customer Health 

and Safety 

Info on safety & health impacts of products 

& services 

1 1 

SD17 Product and service 

Labelling 

Type of product & service info required by 

laws 

1 1 

SD18 Compliance Fines for noncompliance with laws & 

regulations concerning  provision & use of 

products & services 

1 1 
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For the purpose of this study, the latest version of GRI index (GRI G4) was used to 

measure sustainability disclosure. The original GRI G4 disclsoure index contained a 

total of 82 indicators of which 48 represent social disclosure and the remaining 34 

indicators belong to environmental disclosure. Specifically, the GRI G4 index 

previously utilised by Dias et al. (2017) was adapted in this study. However, some 

adjustments were made to the disclosure checklist to suit the Nigeria context. 

Accordingly, the following main indicators and their sub-indicators were kept aside as 

Table 4.1 (Continued) 

Code Main Items Sub-Items Score 
Commula- 

tive Score 

Environmental Disclosures 

SD19 Materials Materials used 1 
 

Recycled materials 1 2 

SD20 Energy Direct energy consumption  1 
 

Indirect energy consumption 1 
 

Reduction of energy consumption 1 3 

SD21 Water Total water withdrawal 1 
 

Percentage & total volume of water 

recycled & reused 

1 2 

SD22 Biodiversity Location size of land in protected 

biodiversity value areas 

1 
 

Description of significant impacts 

of activities on biodiversity 

1 2 

SD23 Emissions, 

Effluents, 

Waste 

Total direct & indirect GHG 

emissions 

1 
 

Other relevant indirect GHG 

emissions  

1 
 

Reduction of GHG emissions 1 
 

Total water discharge 1 
 

Total weight of waste 1 5 

SD24 Products and 

Services 

Products & Services Initiatives to 

mitigate environmental impacts 

products/services 

1 
 

Products sold & packaging 

materials reclaimed 

1 2 

SD25 Compliance  Compliance Significant sanctions 

for noncompliance with 

environmental laws 

1 1 

Total     40 40 
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must of the sampled listed companies do not disclose such information in their annual 

reports. This includes; suppliers assessment for labour practice, labour practices 

grievances mechanisms, indigenous rights, supplier human right assessment, human 

right grievances mechanisms, anti-competitive behaviour, supplier assessment for 

impacts on society, grievance mechanisms for impacts on society, maketing 

communications, customers privacy and compliance with significant fines. Similarly, 

items including transportation, overall environmental protection expenditures and 

investments, supplier environmental assessment and environmental grievances 

mechanism were also not included in the present study’s checklist.        

 

In the same way, the sub-indicators “return to work and rentention rates after parental 

leave by gender (LA3)”, workers with high incidence or high risk of diseases related to 

their occupation (LA7), average hour of training per year, per employee (LA9), total 

number and percentage of significant investment agreements and contract (HR1), 

operations with significant actual and potential negative impacts on local communities 

(SO2) were also droped as most listed companies do not disclosure such information. 

This was similar for items including communication and training on anti-corruption 

policies and procedures (SO4), total number of incidence of non-compliance with 

regulations and voluntary codes concerning the health and safety impacts of products 

and services (PR2), total number of incidence of non-compliance with regulations and 

voluntary codes concerning product and service information and labelling (PR4).  

 

The following sub-indicators on environmental disclosure were also not included in this 

study’s checklist for lack of disclosure of such items in companies’ annual reports. This 

includes energy intensity (EN5), reduction in energy requirements of products and 
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services (EN7), water sources affected by withdrawal of water (EN9), habitats protected 

and restored (EN13), total number of IUCN red list species and national conservation 

list (EN14), GHG emissions intensity (EN18), emission of ozone-depleting substance 

(EN20), Nox and other significant air emissions (EN21), total number and volume of 

significant spills (EN24), weights of transported, imported, exported or treated waste 

deemed hazardous (EN25), identity, size, protected status and biodiversity value of 

water bodies related habitats (EN26). 

          

Additionally, the sub-item “information related to new employee hires and turnover 

(LA1)” on employment was replaced with “benefit provided to full-time employees not 

provided to temporary or part-time employees”. Similarly, the sub-item “total value of 

political contributions by country and recipient (SO06) on public policy was substituted 

with “infomation related to public policy positions” in line with the specification of 

Dias et al. (2017). The final checklist that was used for this study includes 40 indicators 

summarised into 25 main indicators and 40 sub-indicators. This comprised 23 sub-

indicators for social disclosure and 17 for environmental disclosure. Table 4.1 depicts 

the summary of social and environmental disclosure items for the study including the 

main indicators and their sub-indicators based on GRI G4 standards.  

 

A full sentence unit of content analysis was chosen rather than a phrase, paragraph or 

word in the study. The reason for selecting sentence other than paragraph, word or 

phrase is that sentence is easier to code because it provides a much clearer meaning 

compare to individual word which might have a different meaning in different contexts 

(Milne & Adler, 1999). Thus, each sentence is matched against the GRI G4 indicators. 

A score “1” is coded for an item that is presence or disclosed in annual reports, while a 
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score “0” is coded for an item that is absent or non-disclose in annual reports. For 

example, a mention of a sentence such as “the group places a high premium on the 

development of its manpower and also carry out both inhouse and external training at 

various level across the business chains in the group” will be coded “1” against the GRI 

G4 checklist on programmes for skill management and lifelong learning that support 

employees. If such information is not present or disclosed in companies reports, a score 

of “0” is recorded.  

 

Similarly, the presence of sentence such as “we do not discriminate in employment, 

contract, wages and promotions, working conditions or any other opportunities based 

on colour, race, gender, age, religion, genetic information, marital status or disability” 

will be given a score of “1” against the GRI G4 checklist on incidents related to 

discrimination. Also, an existence of a sentence such as “we have set our sights to 

improve our performance next year through an energy efficiency project that will be 

launched in all our lubricant plants and depots to optimize and reduce energy 

consumption by atleast 5 percent” will be recorded against the GRI G4 checklist on 

direct energy consumption within an organisation. Thus, the original GRI G4 

sustainability disclosure checklist is as summarised in Appendix A. 

 

Finally, a total score will be awarded to each category of social and environmental 

disclosure in the checklist by adding scores of all items within the category. An 

aggregate score for a company is derived by adding scores of the two disclosure 

categories. The maximum score a company can earn for both social and environmental 

disclosures is 40 points. Accordingly, a total sustainability disclosure index is derived 

by adding aggregate score for each company. As evidenced in Hossain and Hammami 
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(2009), the formula for computing disclosure score for each annual report of company 

is expressed as follows: 

 

 

 

                                                     ADICS =
1

/
j

ndj  

 ADISC= aggregate disclosure score 

dj = 1 if the jth item is disclosed or 0 if it is not disclosed; and 

n = the maximum score each company can obtain 

 

4.2.2 Measurement of Independent Variable 

Corporate governance refers to the manner in which companies are controlled and also 

how those responsible to companies are accountable to stakeholders (Dahya, Lonie & 

Power, 1996). For the present study, corporate governance mechanisms being the 

independent variables were categorised under two headings comprising board 

characteristics and ownership structure. Board characteristics was represented by board 

size, board independence, board diversity and board meetings. However, ownership 

structure encompasses management ownership, block ownership and foreign 

ownership. The operationalisation of variables is based on previous studies. The 

operationalisation is as delineated in the next sub-section and also as summarised in 

Table 4.2 for a concise and better view. 

 

Board Size (BSIZE): this refers to the number of directors on companies’ board. It is 

measured in this study as the total number of directors on corporate boards. Esa and 
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Ghazali (2012), Rao et al., (2012), Kumar and Singh (2013) previously used similar 

measure. 

  

Board Independence (BIND): this refers to the number of independent directors on 

companies’ board. It is measured as the proportion of independent directors to total 

number of directors on corporate board. This measure of board independence was 

consistently used in most of sustainability reporting literature. Some of the studies that 

employed the method include Chen and Jaggi, (2000), Gul and Leung (2004), Barako 

and Brown (2008), Chau and Gray (2010). 

 

Board Diversity (BDIV): this refers to the proportion of female directors on 

companies’ boards. However, prior literature such as Barako and Brown (2008), Carter, 

D’Souza, Simkins and Simpson (2010) measured board diversity as the proportion of 

women directors to total number of directors on corporate board. The present study 

adopts the same measurement to proxy for board diversity. 

 

Board Meetings (BMEET): this connotes the number of meetings held by companies’ 

board of directors annually. The frequency of board meetings is considered as a proxy 

for board meetings in the present study. It is measured as the total number of meetings 

held by the board of directors in a year. This measure is consistent with Carcello, 

Hermanson, Neal and Riley (2002), Karamanou and Vafeas (2005), Kanagaretnam, 

Lobo and Whalen (2007), Ntim and Osei (2011). 

 

Management Ownership (MOWN): this refers to the proportion of ordinary shares 

owned by companies’ top management including supervisors and directors (Huafang 
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& Jianguo, 2007). In the present study, management ownership was measured as the 

proportion of shares held by executive directors to total number of shares issued. This 

is consistent with Ghazali and Weetman (2006), Ghazali (2007), Paek et al. (2013). For 

this measure, this study provides an example of an extract of management ownership 

in annual report of companies. An example of data extraction from the 2015 annual 

report of Transnational Corporation of Nigeria Plc typically shows how management 

ownership value was derived from sampled annual reports. The company had only one 

executive director on the board (the CEO) who held a total of 10,860,464 of the 

company’s ordinary shares. On the other hand, the total number of ordinary shares for 

the company is 38,720,996,425 shares. Therefore, the proportion of management 

ownership for Transnational Corporation of Nigeria Plc in 2015 is 10,860,464 divide 

by 38,720, 996,425 multiplied by 100 which result to 0.028 percent. Another example 

of extract of management ownership in annual report of companies is from the annual 

report of Dangote Sugar Refinary Plc for the year 2014. The company had two (2) 

executive directors who held a total of 1,547,987 shares as at 31 December, 2014. 

However, the total number of shares for the company in the year 2014 was 12,000,000 

shares. Accordingly, the proportion of management ownership for the company is 

0.0129 percent.  

 

Block Ownership (BOWN): this refers to the proportion of shares held by substantial 

shareholders in a company. Block ownership was measured using a category that 

segregates block owners in a company into four groups (0-3). A company with less than 

5 percent block holding is coded as “0”, block holder owing 5 to 19.99 percent are 

coded “1”.  Company with block owners holding 20 to 49.99 percent are coded “2” and 

block holder with more than 50 percent is coded “3”. This same approach was earlier 
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employed by Laporta et al. (1999) and Ishak (2004). An example of how block 

ownership values were derived from companies’ annual report is demonstrated from 

the 2015 annual report of Zenith Bank Plc. As at 31 December 2015, the total number 

of issued share capital held by block shareholders in the company is 25.66 percent. This 

value falls within the category of block owners owing 20-49 percent. Therefore, a score 

of “2” was recorded in according to the segregation creteria presented above. A similar 

process was followed in the extraction of block ownership value from the 2015 annual 

report of Transnational Corporation of Nigeria Plc. A total of 44.06 percent of the 

issued share capital of the company was held by substantial shareholders as at 31 

December 2015. This value falls amids the category of block owners with 20-49 percent 

share ownership. As such, a score of “2” was coded in place of the value for block 

ownership of Transnational Corporation of Nigeria Plc in the year 2015.    

 

Foreign Ownership (FOWN): this refers to the proportion of ordinary shares owned 

by foreigners. For this study, foreign ownership is measured as the proportion of shares 

owned by foreign shareholders to total number of shares issued. This measurement is 

similar to Haniffa and Cooke (2005), Barako et al. (2006) and Said et al. (2009). 

However, an example of how foreign ownership value was extracted from sampled 

annual reports is shown from the annual report of AshakaCem Plc in the year 2013. A 

total of 58 percent of the issued and paid ordinary share capital of the company was 

held by foreign shareholders. The 58.61 percent (0.5861) was used as the value of 

foreign ownership for AshakaCem Plc in the 2013. Alternatively, Julius Berger Nigeria 

Plc had a total of 16.5 percent of its ordinary shares in the hands of foreign shareholders. 

This value 16.5 percent was recorded to represent the proportion of foreign ownership 

of Julius Berger Nigeria Plc in the year 2015.   
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4.2.3 Measurement of Moderating Variable 

Intellectual capital is considered as the moderating variable in this study. Intellectual 

capital is a variable that is difficult to measure due to lack of an acceptable framework 

for its measurement and disclosure (Lim & Dallimore, 2004; Salman, Tayib, Mansor & 

Babatunde, 2012; Yi & Davey, 2010). However, going by the dominant literature in the 

field of intellectual capital, most of the empirical studies adopt intellectual capital 

Table 4.2                               

Summary of Independent Variables    

S/N               Variable Measurement Source 

1  Board Size Total number of directors on 

corporate boards 

Rao et al. (2012), Esa and 

Ghazali (2012), Kumar and 

Singh (2013). 

2 Board 

Independence 

Proportion of independent 

directors to total number of 

directors on corporate board. 

Chen and Jaggi (2000), Gul 

and Leung (2004), Barako 

and Brown (2008), Chau 

and Gray (2010). 

3 Board 

Diversity 

Proportion of women 

directors to total number of 

directors on corporate board. 

Barako and Brown (2008), 

Carter et al. (2010). 

4 Board 

Meetings 

Total number of meetings 

held by board of directors in a 

year. 

 Carcello et al. (2002), 

Kamaranous and Vefeas 

(2005), Kanagaretnam et 

al. (2007), Ntim and Osei 

(2011) 

5 Management 

Ownership 

Percentage of shares held by 

executive and independent 

non-executive directors 

including top mgmt. to total 

number of shares issued.  

Ghazali and Witman 

(2006); Ghazali (2007); 

Paek et al (2013). 

6 Block 

Ownership 

Proportion of ordinary shares 

held by shareholders with 

more than 5% stake in a 

company.  

 

Eng and Mak (2003); 

Huafang and Jianguo 

(2007).   

7 Foreign 

Ownership 

Percentage of shares owned 

by foreign shareholders to 

total number of shares issued.  

Haniffa and Cooke (2005); 

Barako et al, (2006) and 

Sa’ad et al. (2009). 
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disclosure framework based on internal, external and human capital 

(Abdolmohammadi, 2005; Abeysekera & Guthrie, 2005; Abeysekera, 2007; Azlina, 

Ruhaya, & Amrizah, 2011; Boesso & Kumar, 2007; Goh & Lim, 2004). This 

framework was initially developed by Sveiby (1997), it was replicated and expanded 

by Guthrie, Petty, Ferrier and Rob (1999) Guthrie and Petty (2000), Bozzolan, Favotto 

and Ricceri (2003), Abeysekera and Guthrie (2005). The framework had been praised 

for broadening the categorisation of intellectual to include intangibles in the form of 

employee competence, internal structure and external structure (Kocoglu, Imamoglu & 

Ince, 2009). Therefore, the present study adopts this particular framework to elicit data 

for intellectual capital in annual reports of Nigerian listed companies. The framework 

was tested in different companies and different countries including countries that share  

similar characteristics with Nigeria (Salman, 2014).  

 

However, rather than specifically adopting an intellectual capital disclosure checklist 

based on prior literature, the present study reviewed existing literature to determine the 

categorisation of intellectual capital disclosure checklist that best suit Nigerian context. 

Consequently, categorisation based on Haji and Mubaraq (2012) was selected for this 

study and no changes were made to the checklist. This checklist was preferred because, 

in developing the list of items in the checklist, studies in developing countries which 

are economically at par with Nigeria were given particular consideration (Abeysekera, 

2007; Yi & Davey, 2010). The disclosure checklist contains 44 items of which 10 items 

represent internal capital disclosure, 16 items belongs to external capital disclosure and 

the remaining 18 items were human capital index.  
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A full sentence unit of content analysis was chosen rather than a phrase, paragraph or 

word in the study. The motive for selecting sentence compare to paragraph, word or 

phrase is that sentence is easier to code because it gives a much clearer meaning 

compare to individual word which might have a different meaning in different contexts 

(Milne & Adler, 1999). Furthermore, an un-weighted approach for scoring disclosure 

index was used in this study. This involved the use of dichotomies, one (1) will 

represent mentioning of an item in annual reports of a company and zero (0) otherwise.  

 

Therefore, examples of how this study extract the information or data from sampled 

companies’ annual reports is as follows. First, the presence of a sentence in companies 

annual report such as “our information technology structures are largely standardised, 

we use software products from leading producers and applicable security guidelines are 

regularly adapted to the latest technical developments” in annual report of companies 

will be score “1” against the checklist on information system (technology), and non-

existence of such sentence will be scored “0.” Secondly, the mention of a sentence like 

“we invest in research and development through continuous researching into new 

methodologies, designs, products and services in order to enhance our capabilities to 

deliver on client requisitions innovatively” will be given a score of “1” in relation to 

the checklist on research and development and “0” for non-mention of such sentence. 

Thus, the disclosure checklist is as summarised in Table 4.3. 
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4.2.4 Measurement of Control Variables 

Firm level characteristics are often viewed as important determinants of sustainability 

disclosure. They are categorised as control variables in this study. This step was taken 

based on prior literature such as Cowen et al. (1987) and Roberts (1992) which 

contended that company characteristics variables operate as intervening variables, as 

such, they should be controlled for in an empirical investigation. The controlled 

variables for this study include financial performance, leverage, firm size, industry and 

liquidity. The measurement of the variables are as explained in the next sub-section and 

as summarised in Table 4.4. 

Table 4.3 

Intellectual Capital Disclosure Items (Moderating Variable) 

S/N Internal Capital External Capital Human Capital 

1 Patent Business collaboration  Number of staff 

2 Copyright Joint ventures Employee education and 

training 

3 Trademarks Favourable contracts Employees know-how  

4 Corporate culture Brands  Work related knowledge  

5 Corporate philosophy  Brand recognition  Expertise  

6 Leadership Brand development Professional qualification 

7 Information systems 

(technology) 

Goodwill Academic qualifications 

8 Financial relations  Distribution channels  Age and gender  

9 Innovation Market share Geographical distribution 

(type/number) 

10 Research and 

development 

Information about 

customers (type/number) 

Safety and health at work 

11 
 

Customer services Employee succession path 

training (managerial role) 

12 
 

Customer loyalty  Knowledge sharing  

13 
 

Customer retention  Employee retention 

14 
 

Customer satisfaction  Employee engagement 

15 
 

Customer feedback  Motivation 

16 
 

Customers knowledge  Employee satisfaction 

survey 

17 
  

Employee communication 

18     Entrepreneur spirit 

Source: Haji and Mubarak (2012) 
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Financial Performance (FPM): Financial performance is a multifaceted variable with 

no single commonly accepted measurement. However, its measurement is divided into 

three broad categories comprising accounting based, market-based and investors based 

measure (Uwuigbe & Egbide, 2012). In line with the recent antecedent in sustainability 

reporting literature, the present study adopts accounting-based measure (return on 

assets) as the proxy for financial performance. The preference for this measure of 

financial performance is due to its wide popularity among similar studies. Return on 

Assets (ROA) was proxy for firm performance. ROA was measured as profit after 

taxation divided by total assets of companies. This is consistent with previous studies 

Artiach et al. (2010), Ling and Sultana (2015), Stuebs and Sun (2015). 

 

Leverage (LEV): this is a measure of companies’ indebtedness in relation to 

companies’ equity. However, leverage is measured in prior disclosure literature as ratio 

of debt to assets or ratio of debt to shareholders equity. Therefore, the present study 

measured leverage as the ratio of total debt to total assets similar to Barako et al. (2006), 

Brammer and Pavelin (2006), Huafang & Jianguo (2007), Cormier, Ledoux and 

Magnan (2011).  

 

Firm Size (FSIZE): Different proxies were used to measure firm size which includes 

total assets, number of employees, total paid-up capital, log of total assets, market 

capitalisation. In this study, firm size was operationalised as the natural logarithm of 

total assets consistent with prior studies (Brammer & Pavelin, 2006; Haniffa & Cooke, 

2002; Ho & Wong, 2001; Huafang & Jianguo, 2007). 

 



Universlti Utara Malaysia 

199 

 

Industry Type (INDUS): refers to the classification of companies based on their 

sensitivity to the environment. Industry type was measured in this study as a dummy 

variable based on highly sensitive and lowly sensitive companies. One (1) is coded for 

highly sensitive companies, zero (0) for low sensitive companies. This classification is 

adapted from the studies of Wilmshurst and Frost (2000), Cormier and Magnan (2007). 

Based on the researchers, the following industries are considered as highly sensitive oil 

and gas, construction and building material, chemicals, forestry and paper, mining, 

paper and utilities.  

 

Liquidity (LIQ): is an indicator of soundness and short-term viability of companies. 

Liquidity was measured in this study as current ratio defined as current assets divided 

by current liability following Camfferman and Cooke (2002) and Barako et al. (2006). 

  

Table 4.4   

Summary of Control Variables  

S/N               Variable Measurement                              Sources 

1 Firm 

performance 

ROA defined as Profit 

after taxation divided 

by total assets of 

companies 

Artiach et al. (2010), Ling and 

Sultana (2015), Stuebs and Sun 

(2015) 

2  Firm size Profit after taxation 

divided by total assets 

Artiach et al. (2010), Ling and 

Sultana (2015), Stuebs and Sun 

(2015).  

3  Industry 

Type 

1 for highly sensitive 

companies, 0 for low 

sensitive companies. 

Wilmshurst and Frost (2000) and 

Cormier and Magnan (2007). 

4  Liquidity Current ratio defined 

as current assets 

divided by current 

liability 

Camfferman and Cooke (2002), 

Barako et al. (2006).  

5  Leverage Total debt to total 

assets 

Haniffa and Cooke (2002), Barako et 

al (2006), Brammer and Pavelin 

(2006), Huafang and Jianguo (2007), 

Cormier et al (2011). 



Universlti Utara Malaysia 

200 

 

4.3 Data Collection 

Data collection refers to the process of gathering data and measuring information 

relating to variables of interest in a systematic and established manner in a way that 

enables testing of research questions, hypotheses and evaluating outcomes. Data for 

each variable in the hypotheses was obtained to enable the testing of hypotheses 

generated earlier in the study. However, the overall process employed for the data 

collection including the population and sample size is as explained in the next sub-

sections. 

 

4.4 Data Collection Procedure 

Data collection procedure is an integral part of research design. Therefore, selection of 

appropriate data collection method will greatly enhance the value of research (Sekaran 

& Bougie, 2009). For this study, secondary sources of data were used to seek the 

required information needed for this study. The data was collected from corporate 

annual reports, corporate standalone reports, companies’ websites and NSE fact book 

for the period of six (6) years from 2010 to 2015. This study limits its analysis to the 

use of corporate reports for the following reasons.  

 

First, because corporate reports such as corporate annual reports and sustainability 

standalone reports are the leading corporate document mainly used as a medium of 

communication between a company and its stakeholders (Uwalomwa, 2011). Secondly, 

corporate reports are the only source of information produced on a regular basis to 

stakeholders and as such constitute affordable information to all stakeholders (Hines, 

1982). Lastly, companies’ corporate reports were also employed because most of the 

extant literature on sustainability reporting utilised similar approach. Therefore, this 



Universlti Utara Malaysia 

201 

 

approach provides a greater potential for comparing results (Hughes, Anderson & 

Golden, 2001; Milne & Adler, 1999).  

 

Thus, the six-year period (2010-2015) is considered sufficient enough to make 

important inference on phenomena under study. The choice of 2010 to 2015 as the study 

period is to make use of the most current data in other to easily capture the most current 

trend and happening in the country which will in turn make the findings more useful. 

At the time of collecting the data for the study, data for the year 2015 was the most 

recent. Also, the choice of this period is equally based on the fact that during this time 

frame that the Nigerian revised corporate governance code 2011 was released. 

Specifically, section 28 of the document requires companies to pay adequate attention 

to the interests of their stakeholders and to report the nature and extent of their social 

and environmental policies and practices.  

 

4.5 Population  

Population refers to the entire cluster of individuals, events or things of interest that an 

investigator requires in making a statistical inference (Sekaran & Bougie, 2009). For 

this study, the targeted population is the entire companies listed on Nigerian Stock 

Exchange (NSE). As at 30 June 2015, there were 188 active listed entities on NSE from 

11 different sectors. The summary of the number and percentage of companies from 

each sector is as presented in Table 4.5. 
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Table 4.5 

NSE Main Market Sector Distribution   

Industry  

Number of 

Companies Percentage  Observations  

Agriculture  5 2.66 30 

Conglomerate 6 3.19 36 

Construction/real estate 9 4.79 54 

Consumer goods 28 14,89 168 

Financial services 57 30.32 342 

Healthcare 11 5.85 66 

ICT 9 4.79 54 

Industrial goods 21 11.17 126 

Natural resources 5 2.66 30 

Oil and gas  14 7.45 84 

Services    23 12.23 138 

Total  188 100 1128 

 Source: Nigerian Stock Exchange Website 

 

*Note: the population of this study does not include companies outside the Nigerian 

Stock Exchange. Foreign companies such as Shell BP, Chevron whose activities have 

significant impact on the environment were excluded.   

 

4.6 Sample Size 

A sample refers to a sub-group of a targeted population that a researcher intends to 

study in order to generalise on the target population (Creswell, 2012). For this study, a 

filtering procedure was considered for selecting the required sample size. This 

technique is deemed more appropriate for this kind of study given that it allows a 

researcher to use companies with available information that meet certain criteria. 

Therefore, from Table 4.6, a total of 188 companies were listed on the stock market as 

at 31 June 2015. A filtering criterion previously utilised by Hung and Subramanyam 

(2007) was used to determine the sample size for this study. Only companies that pass 

the filtering test were included in the sample.  

 

The criteria is that, a company must be listed and remain in the market for the period 

of the study before it will be selected. Also, a company must have a complete data 

(corporate annual reports or sustainability stand-alone reports) for the years covered by 
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the study before it could be selected as a sample. As stated above, the entire population 

of listed companies on NSE stood at 188 as at 30 June 2015. Thus, a total of 16 

companies were listed within the period of the study, as such, they do not have annual 

reports for all the period selected for the study. Also, 92 companies do not have 

complete annual reports or stand-alone sustainability reports for the entire years of this 

study. Therefore, these companies were excluded from the population to arrive at a 

sample of 80 companies. The computation is as depicted in Table 4.6 below:  

Table 4.6 

Summary of Sample Size  

Computation of sample size   

Total number of listed companies as at 30 June 2015 188 

Companies listed within the study's period (16) 

Companies with incomplete data (annual report or stand-alone 

sustainability report) 
(92) 

Sampling frame 80 

 

The sampled companies were drawn from the 11 sectors of Nigerian Stock Exchange. 

36 companies were considered from the financial services while 11 companies were 

those under consumer goods. Six (6) companies each from industrial goods and oil and 

gas sectors. Seven (7) companies from services, three (3) each from agricultural, 

conglomerate and healthcare sectors. Two companies (2) from both construction/real 

estate and ICT sectors and one (1) company from the natural resources sector. Refer to 

Table 5.1 for details. The study spanned from 2010 to 2015 and the source of data for 

the study were companies’ annual reports, corporate sustainability reports, companies’ 

websites and Nigerian Stock Exchange fact book.  
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4.7 Data Cleaning and Screening 

         4.7.1 Missing Values 

Missing values refer to the unavailability of suitable values of one or more variables for 

data analysis (Hair, Black, & Babin, 2010). Given the undesirable consequences of 

missing data in an analysis, the present study conducts a preliminary descriptive 

statistics to determine the number of missing values. Consequently, the result of the 

descriptive statistics shows a total of 7680 data points in the dataset, out of the 7680 

data points, 571 were randomly missed, this accounted for 7.5 percent (total number of 

missing values divide by total number of data points multiplied by 100 percent). 

Specifically, social, environmental and sustainability disclosures recorded 40 missing 

values each, board size, board diversity and intellectual capital disclosure recorded 42 

missing values each. Block ownership had 50 missing values. Board independence had 

72, board meetings 64, management ownership 47 and foreign ownership 48. While, 

firm performance, leverage, firm size and liquidity recorded 11 missing values 

individually, industry has no missing values. 

 

However, despite no universally acceptable percentage of missing values in a dataset 

that can prevent a valid statistical inference, Hair et al. (2010) suggested that a missing 

value rate of less than 10 percent is considered non-significant and acceptable. 

Accordingly, the missing value of 7.5 percent recorded in the present study is concluded 

as non-significant. To this end, the current study used a mean interpolation method to 

replace the randomly missed values. Researchers mostly suggest this method as the 

most appropriate method for replacing missing data (Saunders et al., 2006; Tabachnick 

& Fidell, 2007; Hair, Black, Babin & Anderson, 2014; Raymond, 2015). Table 4.7 

presents the total and the percentage of replaced missing values in this study. 
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Table 4.7 

Summary of Missing Values 

 

4.7.2 Assessment of Outliers 

Outliers are observations in a dataset that are substantially different from the bulk of 

the data (Wooldridge, 2013). In a regression-based analysis, the existence of outliers in 

a dataset can substantially distort the estimates of regression coefficients and 

consequently lead to unreliable results (Verardi & Croux, 2008). However, to check for 

possible existing of outliers, several methods are often employed including 

standardised residual, cook’s distance and Mahalanobis distance statistic. For this 

study, a standardised residual method was used to detect any possible observation 

which is outside the expected range. This technique is the most widely used in detecting 

outliers in an empirical investigation. According to the role of thumb, observations with 

standardised residual above +3 or -3 are considered as outliers (Kline, 2011). The 

summary of the residual is as presented in Table 4.8. However, the outcome indicates 

that the maximum and minimum standard residual values were within the limit of +3 

Variables 

Number of 

Missing Values Percentage 

Sustainability Disclosure 40 0.49 

Social Disclosure  40 0.49 

Environmental Disclosure 40 0.49 

Board Size 42 0.51 

Board Independence 72 0.88 

Board Diversity 42 0.51 

Board Meetings 64 0.78 

Management Ownership 47 0.58 

Foreign Ownership 48 0.59 

Block Ownership 50 0.61 

Intellectual Capital 42 0.51 

Firm Performance 11 0.13 

Leverage 11 0.13 

Firm Size 11 0.13 

Liquidity 11 0.13 

Industry 0 0.00 

Total  571 6.96 
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or -3 as suggested by Tabachnick and Fidell (2007) and Kline (2011). Based on this 

procedure, none of the observation shows a high standard residual that has the potential 

to be an influential outlier. Accordingly, no case in the dataset that is an outlier. 

Table 4.8 
 

Summary of Standardised Residual 

Variables Residuals 

Observation 480 

Mean 0.1035 

Std Dev. 0.0236 

Min 0.0556 

Max 0.1749 

 

4.8 Validity and Reliability Test 

One of the main concerns of content analysis is the validity and reliability of 

measurement for collection of data. Validity refers to how truthful the data is while 

reliability provides assurance that a research can be duplicated. This study conduct both 

validity and reliability tests to confirm that the data selection for sustainability 

disclosure and intellectual capital disclosure are free from self-bias. Accordingly, the 

procedure for conducting both the validity and reliability tests are as discussed in the 

following sub-sections.  

 

4.8.1 Validity Analysis for Sustainability and Intellectual Capital Disclosures  

Validity refers to the extent to which a measure accurately represent what it supposed 

to (Hair et al., 2014). Validity of measurement is important in an empirical analysis 

given that it build confidence of scores accuracy and decision-making. For the purpose 

of this study, Kaiser-Meyer-Olkin & Bartlett (KMO) test was performed to verify the 

validity of items for measuring sustainability and intellectual disclosures. The validity 

test was conducted using Statistical Package for Social Science (SPSS) 20 analytical 

tool. The items of sustainability disclosure index were first entered into the SPSS tool 
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of analysis. The result of the KMO test indicates a coefficient value of 0.652. However, 

the KMO value for individual items of sustainability showed a result of not less than 

0.60 for all items with the exception of Corruption (SD13) and Public Policy (SD14) 

which reveals a KMO value of 0.488 and 0.464 respectively. Due to their low KMO 

coefficient, the items were dropped.  

Table 4.9 

Validity Statistics for Sustainability Disclosure Items  

Code Items KMO Value 

Social Disclosures 
 

SDI Employment .698 

SD2 Labour/Mgt Relations .660 

SD3 Occupational Health and Safety .687 

SD4 Training and Education .783 

SD5 Diversity and Equal Opportunity  .813 

SD6 Equal Remuneration for Women and Men .866 

SD7 Investment .861 

SD8 Non-Discrimination .771 

SD9 Freedom of association & collective bargaining .625 

SD10 Child Labour .816 

SD11 Forced & Compulsory Labor .817 

SD12 Security Practices .753 

SD13 Local Community .830 

SD16 Customer Health and Safety .735 

SD17 Product and service Labelling .805 

SD18 Compliance .838 

 Environmental Disclosures  
SD19 Materials .806 

SD20 Energy .697 

SD21 Water .669 

SD22 Biodiversity .707 

SD23 Emissions, Effluents, Waste .793 

SD24 Products and Services .826 

SD25 Compliance  .910 

Aggregate KMO Value 0.650 

After the removal of the two items, the KMO test was performed again to confirm the 

validity of the individual items of sustainability disclosure. At this point, none of the 

items has a KMO coefficient of less than 0.60. The result is presented in Table 4.9. As 

depicted in the Table, the item with lowest KMO value is freedom of association and 
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collective bargaining (0.625), while the highest value is compliance (0.910). Therefore, 

the result of this study has satisfied the universally rule of thumb of atleast 0.60 KMO 

as prescribed by Pallant (2007), Hair et al. (2010), Coakes and Ong (2011). This 

procedure was used to justify the validity of the measurement instrument of 

sustainability disclosure in this study and the result had therefore confirmed the 

consistency of the measurement. 

 

On the other hand, the validity of intellectual capital measures for this study was also 

tested using SPSS 20 analytical software. The output of the KMO test as depicted in 

Table 4.10 suggest that the aggregate KMO co-efficient value for intellectual disclosure 

is 0.969. The KMO value of all the items of intellectual capital were above the 

minimum threashold of 0.60 as suggested by Pallant (2007), Hair et al. (2010), Coakes 

and Ong (2011) except Academic qualification which showed a KMO value of 0.203. 

Accordingly, the item was dropped and the KMO test was re-performed to check the 

validity of intellectual disclosure items. At this level, the aggregate KMO value turn 

out to be 0.968 and all the items of intellectual capital disclosure indicate a KMO value 

of more than 0.60. Therefore, the result of the KMO test as summarise in Table 4.10 

has proven that the measurement scale for intellectual capital disclosure is valid. 

Therefore, the result of validity tests for this study has support the need to undertake a 

more powerful statistical analysis that will reveal predictors of corporate sustainability 

disclosure. 
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Table 4.10 

Validity Statistics for Intellectual Capital Disclosure Items  

Code Main Items Sub-Items 
KMO 

Value 

ICD1 Internal Capital Patent 0.981   
Copyright 0.871   
Trademarks 0.999   
Corporate culture 0.999   
Corporate philosophy  0.999   
Leadership 0.999   
Information systems (technology) 0.998   
Financial relations  0.999   
Innovation 0.999   
Research and dev. 0.999 

ICD2 External Capital Business collaboration  0.993   
Joint ventures 0.996   
Favorable contracts 0.998   
Brands  0.999   
Brand recognition  0.999   
Brand dev. 0.998   
Goodwill 0.999   
Distribution channels  0.996   
Market share 0.99   
Information about customers 

(type/number) 

0.986 

  
Customer services 0.998   
Customer loyalty  0.996   
Customer retention  0.996   
Customer satisfaction  0.997   
Customer feedback  0.995   
Customers knowledge  0.946 

ICD3 Human Capital Number of staff 0.999   
Employee education and training 0.999   
Employees know-how  0.999   
Work related knowledge  0.998   
Expertise  0.998   
Professional qualification 0.906   
Age and gender  0.905   
Geographical distribution 

(type/number) 

0.998 

  
Safety and health at work 0.999   
Employee succession path training 

(managerial role) 

0.999 

  
Knowledge sharing  0.992   
Employee retention 0.999 

    Employee engagement 0.999 
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4.8.2 Reliability Analysis for Sustainability and Intellectual Capital Disclosures 

Reliability refers to the assessment of the degree of consistency between multiple 

measurements of variable (Hair, 2006). Reliability of measurement is necessary in 

content analysis as it increases the reliability and validity in recording and analysing 

data. The reliability of the items of sustainability disclosure and intellectual capital were 

evaluated by testing the internal consistency using Cronbach’s alpha. Cronbach’s alpha 

was considered for this purpose given that it is a reliability test that is widely used and 

recommended for social science research (Hair et al., 2010; Sekaran & Bougie, 2009). 

Generally, the rule of thumb for rating Cronbach’s alpha coefficient was suggested by 

different scholars. Hair et al. (2010) prescribed that a Cronbach’s alpha coefficient of 

at least 0.70 is sufficient. In contrast, George and Mallery (2003) provided a ranges for 

rating the Cronbach’s alpha coefficient which includes greater that 0.90 (excellent), 

0.80-0.89 (good), 0.70-0.79 (acceptable), 0.06-0.69 (questionable), 0.50-0.59 (poor) 

and less than 0.50 (unacceptable). Therefore, the interpretation of the result for 

reliability test in this study was guided by this rule of thumb.  

Table 4.11 

Reliability Statisitcs for the Dependent and Moderating Variable Items 

Variable No of Items Cronbach's Alpha 

Sustainability Disclosure       25 0.753 

Intellectual Capital Disclosure       44 0.824 

 

Table 4.10 (Continued)   

Code Main Items Sub-Items KMO 

Value 

  Motivation 0.999 

  Employee satisfaction survey 0.94 

  Employee communication 0.999 

  Entrepreneur spirit 0.963 

 Aggregate KMO Value  0.968 
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The result of the reliability test for the sustainability disclosure measurement as 

depicted in Table 4.11 showed a Cronbach’s Alpha of 0.753 which according to all the 

rule of thumb for Cronbach’s Alpha is an acceptable value. Accordingly, the reliability 

result for this study suggest that the scale variable instrument used for deriving the 

sustainability disclosure is acceptable. Similarly, the Cronbach’s Alpha for the 

measurement of intellectual capital also shows a desirable value (0.824). Therefore, the 

reliability analysis result as depicted in Table 4.11 suggest that the items of measures 

for intellectual capital are consistent and therefore considered sufficient and acceptable.       

 

4.9 Techniques for Data Analysis 

Data analysis is a technique that enables numeric description and comparability of 

variables which augments data interpretation and statistical analysis (Saunders, Lewis, 

& Thornhill, 2009). Thus, the main notion of this study is to examine the effect of 

corporate governance variables (board characteristics and ownership structures) on 

sustainability disclosure. For the purpose of  achieving this objective, the study utilised 

quantitative analysis using appropriate statistical techniques. Both descriptive and 

inferential analysis was performed using STATA analytical software. 

 

4.9.1 Descriptive Statistics 

Descriptive statistics is a process of reducing a large chunk of data into manageable 

summaries to enable easy interpretation and comprehension (Babbie, 1990). For this 

study, descriptive statistics is performed to condense the data into a manageable form 

to make it more concise and to provide a simple summary of the samples and measures. 

The descriptive techniques employed in the study include the standard deviation, mean, 

minimum and maximum. 
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4.9.2 Correlation Analysis 

The study performed correlation analysis with the view to explaining the strength and 

the direction of the relationship between the dependent and independent variables and 

also between the independent variables themselves. The study also performed 

correlation analysis to check for multicollinearity between the variables as advised by 

Pallant (2007). Therefore, to determine the strength of the relationship between the 

variables in the analysis, a 90% confidence level was used as the benchmark. 

 

4.9.3 Multiple Regressions Analysis 

Multiple regression is a statistical technique that estimates the value of a dependent 

variable with regards to two or more independent variables as a basis. The aim of 

multiple regression analysis is basically to offer an understanding as to whether a 

relationship exists between a dependent variable and independent variables and also the 

strength of the relationship (Hair, Black, Babin, Anderson, & Tatham, 2006). However, 

there are several types of multiple regression analysis, but the most familiar ones are 

standard, sequential and stepwise multiple regression analysis. Their applicability 

depends on a study’s objective. 

 

The standard multiple regression analysis also known as simultaneous multiple 

regression is used to examine the simultaneous effect of many predictor variables on 

the dependent variable. In this type of multiple regression, the predictor variables are 

entered into the regression equation at the same time. Sequential also referred as 

hierarchical multiple regression is often used to indicate which predictor variable 

among a set of predictors contributes more to the variance in a dependent variable. 

Whereas, the stepwise multiple regression is used to indicate whether a set of predictor 
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variables will significantly add to the variance explained in the dependent variable 

(Pallant, 2007). Therefore, the focus of stepwise regression is to determine what 

combination of predictor variables will best predict the dependent variable.  

 

For this study, a standard (simultaneous) multiple regression was performed to examine 

how much variation in sustainability disclosure is explained by the independent 

variables (ownership structure and board characteristics). This same procedure was 

used to test the moderating effect of intellectual capital on the relationship between 

board characteristics, ownership structure, and sustainability disclosure. The regression 

analysis was performed using STATA 13 software. 

 

4.10 Model Specification 

Model specification refers to a harmonised arrangement of specific individual variables 

represented in a study in the form of equations as they intend to run in relation to the 

dependent variable. Thus, the main objective of this study is to examine the effect of 

corporate governance elements on sustainability disclosure among Nigerian listed 

companies. Sustainability reporting is the dependent variable, and it was measured 

using content analysis based on GRI G4 guidelines, the procedure is detailed in section 

4.2.1. Thus, the independent variables include board characteristics and ownership 

structure.  

 

Therefore, the study used a multiple regression analysis to determine the strength and 

direction of the relationship between variables in the study. The multiple regression 

analysis was performed basically to test the degree of association between the 

dependent variable (Sustainability disclosure) and the independent variables of (board 
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characteristics and ownership structure). Also, the moderating effect of intellectual 

capital on corporate governance mechanisms and sustainability disclosure. The study 

also controlled for variables suggested in the prior literature as significant contributors 

to sustainability disclosure. These include financial performance, firm size, industry 

type, liquidity, and leverage. Hence, the regression models are as shown in the 

following sub-sections: 

 

4.10.1 Modelling the Link between Board Characteristics, Ownership Structure 

and Sustainability Disclosure 

The first model (model 1) is utilise to examine the direct effect of corporate governance 

mechanisms (board characteristics and ownership structure) on sustainability 

disclosure. Board characteristics include board size, board independence, board 

diversity and board meetings. Ownership structure was represented by management 

ownership, block ownership and foreign ownership. Financial performance, leverage, 

firm size, industry type and liquidity were included as control variables in the model. 

Thus, the model was estimated as follows: 

 

        
Model 1:       

SRDit = βO + β1BSIZEit + β2BINDit + β3BDIVit + β4BMEETit + β5MOWNit + β6BOWNit 

+ β7FOWNit + β8FPMit + β9LEVit +β10CSIZEit + β11LIQit +β12INDUSit + £ 
                                                                                                                                            

(1)

 

Where: 

SRD = Sustainability Disclosure 

BSIZE = Board Size 

BIND = Board Independence 

BDIV = Board Diversity 
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BMEET = Board Meetings 

MOWN = Management Ownership 

BOWN = Block Ownership 

FOWN = Foreign Ownership 

FPM = Firm performance 

LEV = Leverage 

FSIZE = Firm size 

LIQ = Liquidity 

INDUS = Industry Type 

β0 = Intercept 

 = Error term. 

 

Model 1 is postulated to examine the effect of corporate governance mechanisms on 

sustainability disclosure. Therefore, the coefficients β 1 to β 7 in the model are the 

independent variables. They are expected to be positive and significantly associated 

with sustainability disclosure. Coefficients of β 8 to β 12 are the control variables. This 

includes financial performance (FPM), leverage (LEV), firm size (FSIZE), industry 

type (INDUS) and liquidity (LIQ). The control variables are employed into the 

regression model to avoid poor specification in estimating the equation. This is 

consistent with Cowen et al. (1987) and Roberts (1992). Besides, all the control 

variables included in the models are expected to be positive and significant. 

 

As outlined above, financial performance is selected on the assumption that, financially 

performing firms disclose more sustainability information with the view to validate 

their existence and to show their role in enhancing society’s well-being (Haniffa & 
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Cooke, 2005). Similarly, leverage is considered suitable for inclusion due to its 

influence on sustainability reporting practices (Eng & Mak, 2003; Ghazali & Weetman, 

2006; Ho & Wong, 2001; Lim et al., 2007). Besides, firm size is employed in the model 

with the view to neutralising the effect of size on the estimated regression. This is 

consistent with Haniffa and Cooke (2002), Brammer and Pavelin (2006), Huafang and 

Jianguo (2007). Industry type is mostly proposed as a significant variable that 

influences sustainability disclosure. It is included in this model due to the general 

assumption that highly sensitive industries disclose more sustainability information 

than their low sensitive counterparts. Liquidity was found to exert some influence on 

companies’ sustainability behaviour in prior literature (Barako et al., 2006; 

Camfferman & Cooke, 2002). 

 

4.10.2 Modelling the Moderating Effect of Intellectual Capital on Relationship 

between Board Characteristics, Ownership Structure and Sustainability 

Disclosure 

This section presents the moderation effect model of the study. However, moderation 

model test whether the prediction of a dependent variable by an independent variable 

differs across level of a third variable (Fairchild & Mackinnon, 2009). Therefore a 

moderating variable affects the strength and direction of a relationship between 

predictor and the outcome variable. Therefore, to confirm the moderating effect of 

intellectual capital in the present study, intellectual capital was included as an 

interaction variable in the model. This study seeks to find if at all, such interaction will 

hold and also explain whether variation in outcome variable is better than before. The 

model is represented as below: 

 

 



Universlti Utara Malaysia 

217 

 

Model 2:   

SRDit = βO + β1BSIZEit + β2BINDit + β3BDIVit + β4BMEETit + β5MOWNit + β6BOWNit 

+ β7FOWNit + β8ICDit + β9BSIZEit*ICDit + β10BINDit*ICDit + β11BDIVit*ICDit + 

β12MEETit*ICDit + β13MOWNit*ICDit + β14BOWNit*ICDit + β15FOWNit*ICDit + 

β16FPMit + β17LEVit +β18CSIZEit + β19LIQit +β20INDUSit + £      

(2)

 

Where: 

       ICD = Intellectual capital 

       All other variables were defined earlier. 

 

Model 2 estimates the moderating effect of intellectual capital on the relationship 

between corporate governance elements and sustainability disclosure. In the model, β1 

to β7   are coefficient of the independent variables. Coefficient β8 is the moderating 

variable. To demonstrate the incremental importance of corporate governance 

attributes, given the strength of intellectual capital, the interaction terms, β8 is expected 

to be positive and significant. The sum of β8 (ICD) and each of β9 to β15 are theoretically 

expected to move toward coefficient value of 1. The sum of β8 and each of β9 to β15 

would be positive and significant for effective intellectual capital. Coefficient β16 to β20 

are the coefficient of control variables.  

 

A simultaneous multiple regression was used to test the moderating effect of intellectual 

capital in the study. To test moderation, the present study specifically looked at the 

interacting effect between independent variables (board characteristics and ownership 

structure) and the moderating variable (intellectual capital) and to find out whether or 

not such an effect is significant in predicting the dependent variable (sustainability 

disclosure). Therefore, moderation effect exists when the interaction term explains a 
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statistically significant amount of variance of the outcome variable (Baron & Kenny, 

1986). Accordingly, the present study test to determine whether inclusion of intellectual 

capital as a moderator variable leads to a significant variation in the effect of 

independent variables on the dependent variable.  

 

4.11 Summary of the Chapter 

This chapter puts the study in context by presenting the research methodology including 

the research approach or design and measurement of variables. The method for data 

collection was also outlined, these include the data collection procedure, the population 

and sample. Finally, the techniques for data analysis and research model were 

discussed. 
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CHAPTER FIVE 

RESULTS AND DISCUSSIONS 

5.0 Introduction 

This chapter presents the results of the data analysis and discussions. The chapter begins 

by presenting the background information on sampled companies. This was followed 

by a discussion on the results for descriptive statistics of dependent, moderating and the 

explanatory variables. The next section presents the correlation analysis of the study. 

Correlation analysis shows the relationship between the dependent and independent 

variables and also between independent variables. Next, the chapter discusses the 

results of the regression analysis for the main models. The section begins by disclosing 

the result of diagnostics tests which comprise of normality test, multicollinearity 

autocorrelation test, homoscedasticity test and model specification tests. The next 

section discusses the regression results for the tested relationships in both the direct 

effect model and also moderating effect model. In the last section, a robustness test was 

conducted to check the sensitivity of the main regression analysis and a summary of the 

chapter was presented next.  

 

5.1 Sample Profile 

The present study used a filtering selection procedure to select the sample (referred 

chapter 4 for the detailed discussion). By this criteria, a sample was drawn from 188 

companies. The sample cut across all the 11 sectors in the main market of Nigerian 

Stock Exchange (NSE). This includes Three (3) companies each from agricultural, 

conglomerate and healthcare sectors. Two (2) from both construction/real estate and 

ICT. 11 and 36 for consumer goods and financial services respectively. Six (6) 

companies each from industrial goods and oil and gas sectors. Seven (7) from services 
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and One (1) company from the natural resources sector.  A total of 80 companies were 

utilised as sample yielding a total of 480 firm-year observations. Table 5.1 depicts the 

composition of sampled companies. 

 

5.2 Descriptive Statistics  

Descriptive statistics is a quantitative measure for examining, summarising and 

describing the relevant characteristics of collected data with the view to organise and 

display the data in a clear, concise, logical and meaningful manner (Coakes & Steed, 

2007). For this study, the descriptive statistics of the dependent, independent 

moderating and control variables are as depicted in their respective Tables below. The 

Tables indicates the Minimum (Min), Maximum (Max), Mean, Standard Deviation 

(SD) for all variables used in the study. Accordingly, the next section discusses the 

descriptive analysis of sustainability disclosure in annual reports of sampled 

companies. 

 

Table 5.1 

Frequency and Percentage of Sample Companies by Sector   

Industry  

Number of  

Companies Percentage  Observations  

Agriculture  3 3.75 18 

Conglomerate 3 3.75 18 

Construction/real estate 2 2.50 12 

Consumer goods 11 13.75 66 

Financial services 36 45.00 216 

Healthcare Services 3 3.75 18 

ICT 2 2.50 12 

Industrial goods 6 7.50 36 

Natural resources 1 1.25 6 

Oil and gas  6 7.50 36 

Services    7 8.75 42 

Total  80 100 480 
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5.2.1 The Nature and Trend of Sustainability Disclosure (Descriptive Statistics) 

Sustainability disclosure information is usually sourced from companies’ annual 

reports and standalone sustainability reports. To this end, Table 5.2 contains a 

descriptive analysis of sustainability disclosure items presented in the annual reports of 

Nigerian listed companies. This includes both socially related information as well as 

environmentally connected information. The sustainability information disclosed by 

companies was measured using the GRI G4 sustainability disclosure index. 

Specifically, the GRI sustainability framework previously utilised by Dias et al. (2017) 

was adapted in this study. The summary was for the 80 companies surveyed during the 

years 2010-2015 resulting to a total of 480 observations. The sustainability disclosures 

were group into 25 main-items (SD1-SD25) which made up the 40 sub-items of the 

GRI G4 disclosure index. Besides, it should be noted that each annual report has the 

chances of scoring a minimum of 0 and a maximum of 40 points in both social and 

environmental categories of sustainability disclosure. Accordingly, a maximum of 23 

points can be scored on social disclosure and maximum of 17 points for environmental 

disclosure based on the items disclosed in each annual report.  

 

From Table 5.2, the mean disclosure for “total workforce by employment type or 

contract” a sub-item of employment (SD1) received the highest attention among the 

sampled companies recording a 100 percent disclosure rate. This makes the items the 

most disclosed sustainability information among Nigerian listed companies. The 

closely followed disclosure was on “programmes for skill management and lifelong 

learning that support employees” and “local community engagement and development 

programs” a sub-item of local community (SD13). The statistics on Table 5.2 shows 

that on average 99.79 percent of sampled annual report of companies disclose 
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information on their programmes for skill management and lifelong learning that 

support employees as well as local community engagement and development programs.  

 

The third and fouth most disclose sub-items were incidents related to discrimination, 

health and safety topics covered in formal agreements. The analysis shows that the level 

of average disclosure for the aforementioned items were very good as they record an 

average 97.5 percent and 97.3 percent respectively. A high disclosure rate was also 

recorded in the case of composition of governance bodies and breakdown of employees 

a sub-item of diversity and equal opportunity (SD5), Information related to public 

policy positions (SD15) and minimum notice periods regarding operational changes a 

sub-item of labour/management relations (SD2). Table 5.2 shows that the three sub-

items had a mean disclosure of more than 80 percent which suggest an excellent 

disclosure.    

 

On the other hand, disclosure on fines for non-compliance with laws and regulations 

concerning provision and use of products and services (SD18) and also a sub-item of 

emissions, effluents and waste (SD23) “other relevant indirect GHG emissions” were 

the least disclosed sustainability information among sampled companies. The 

disclosure on the abovementioned sub-items was not encouraging with 1.46 percent 

disclosure rate. Similarly, disclosure on compliance with significant sanctions for 

noncompliance with environmental laws, indirect energy consumption, total water 

withdrawal and total direct and indirect GHG emissions were also low with less than 5 

percent level of disclosure. This therefore shows a very poor disclosre rate. 
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Table 5.2    
  

Descriptive Statistics of Sustainability Disclosure Items and Sub-items  

Codes/Items Sub-Items Mean 
Std. 

Dev. 
Min Max 

Social Disclosures 
    

SD1 Employment Total workforce by 

employment type or contract 

1 0 1 1 

Benefit provided to full-time 

employees not provided to 

temporary or part-time 

employees. 

0.1458 0.3533 0 1 

Average SD1 
 

0.5729 0.1767 0.5 1 

SD2 Labour/Mgt 

Relations 

Minimum notice periods 

regarding operational changes. 

0.8292 0.3768 0 1 

SD3 Occupational 

Health and Safety 

Compliance with health & 

safety standards  

0.1479 0.3554 0 1 

Injuries & work related 

fatalities by region & gender 

0.0938 0.2918 0 1 

Health & safety topics covered 

in formal agreements with trade 

unions 

0.9729 0.1625 0 1 

Average SD3 
 

0.4049 0.1484 0.333 1 

SD4 Training and 

Education 

Programmes for skill mgt & 

lifelong learning that support 

employees  

0.9979 0.0456 0 1 

Percentage of employees 

receiving regular performance 

& career dev. Reviews 

0.0604 0.2385 0 1 

Average SD4 
 

0.5292 0.1217 0 1 

SD5 Diversity and 

Equal Opportunity  

Composition of governance 

bodies & breakdown of 

employees 

0.9583 0.2 0 1 

SD6 Equal 

Remuneration for 

Women and Men 

Ratio of basic salary and 

remuneration of women to men 

0.1 0.3003 0 1 

SD7 Investment Significant investment 

agreements & contracts  

0.0229 0.1498 0 1 

SD8 Non-

Discrimination 

Incidents related to 

discrimination 

0.975 0.1563 0 1 
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Table 5.2 (Continued) 

Codes/Items Sub-Items Mean 
Std. 

Dev. 
Min Max 

SD9 Freedom of 

association & 

collective bargaining 

Operations with significant risk 

to freedom of association & 

collective bargaining 

0.0813 0.2735 0 1 

SD10 Child Labour Operations with significant risk 

for incidence of child labor 

0.0333 0.1797 0 1 

SD11 Forced & 

Compulsory Labor 

Procedures to identify suppliers  

risk related to forced or 

compulsory labor 

0.0208 0.143 0 1 

SD12 Security 

Practices 

Security Practices 0.0708 0.2568 0 1 

SD13 Local 

Community 

Operations to implement local 

community engagement & 

development programs 

0.9979 0.0456 0 1 

SD14 Corruption Procedures to identify risks 

related to corruption  

0.4708 0.4997 0 1 

Confirm incidence of 

corruption & actions taken  

0.0521 0.2224 0 1 

Average SD14 
 

0.2615 0.2833 0 1 

SD15 Public Policy Info related to public policy 

positions 

0.8625 0.3447 0 1 

SD16 Customer 

Health and Safety 

Info on safety & health impacts 

of products & services  

0.1396 0.3469 0 1 

SD17 Product and 

service Labelling 

Type of product & service info 

required by laws 

0.0396 0.1952 0 1 

SD18 Compliance Fines for noncompliance with 

laws & regulations concerning  

provision & use of products & 

services 

0.0146 0.12 0 1 

Environmental Disclosures 
    

SD19 Materials Materials used 0.1729 0.3786 0 1 

Recycled materials 0.0688 0.2533 0 1 

Average SD19 
 

0.1208 0.2238 0 1 

SD20 Energy Direct energy consumption  0.0938 0.2918 0 1 

Indirect energy consumption 0.0292 0.1684 0 1 

Reduction of energy 

consumption 

0.1917 0.394 0 1 

Average SD20 
 

0.1049 0.2006 0 1 
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A close examination of the numbers reveals that socially related information are the 

most disclosed items among the sampled companies. From Table 5.2, it is obvious that 

almost all sampled companies demonstrate a commitment to employees’ welfare and 

safety. More specific, 100 percent of sampled companies keep track of employees’ 

information including the new and existing employees and also their turnover. In the 

same vain, an average of 99.79 percent disclosed information relating to employees’ 

training conducted either in-house or outside the organisation. Also, 99.79 percent of 

Table 5.2 (Continued) 

Codes/Items Sub-Items Mean 
Std. 

Dev. 
Min Max 

SD21 Water Total water withdrawal 0.0396 0.1952 0 1 

Percentage & total volume of 

water recycled & reused 

0.0583 0.2346 0 1 

Average SD21 
 

0.049 0.1775 0 1 

SD22 

Biodiversity 

Location size of land in 

protected biodiversity value 

areas 

0.0667 0.2497 0 1 

Description of significant 

impacts of activities on 

biodiversity 

0.0667 0.2497 0 1 

Average SD22 
 

0.0667 0.2497 0 1 

SD23 Emissions, 

Effluents, Waste 

Total direct & indirect GHG 

emissions 

0.0396 0.1952 0 1 

Other relevant indirect GHG 

emissions  

0.0146 0.12 0 1 

Reduction of GHG emissions 0.0896 0.2859 0 1 

Total water discharge 0.0458 0.2093 0 1 

Total weight of waste 0.0604 0.2385 0 1 

Average SD23 
 

0.05 0.1445 0 0.8 

SD24 Products 

and Services 

Products & Services Initiatives 

to mitigate environmental 

impacts products/services 

0.0542 0.2266 0 1 

Products sold & packaging 

materials reclaimed 

0.025 0.1563 0 1 

Average SD24 
 

0.0396 0.1566 0 1 

SD25 

Compliance  

Compliance Significant 

sanctions for noncompliance 

with environmental laws 

0.0167 0.1282 0 1 
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sampled companies provide information on health and safety management aimed at 

ensuring a safer working environment for employees. 82.92 percent of the full sampled 

companies provide information on labour-management relations. These, therefore, 

suggest that Nigerian listed companies recognised their employees as the most 

important asset and resources. They realised that human resources must be properly 

managed with the view to achieving a competitive advantage and overall improvement 

in financial performance. 

 

Further analysis of the sampled annual reports indicates evidence of extensive 

commitment to the communities. An average of 99.79 percent of Nigerian listed 

companies’ provdes information relating to community involvement. A careful review 

of community involvement indicates that most of the sampled companies disclosed 

information on community engagement and developmental programmes. However, 

very few companies report on the negative impact of their operations on the host 

communities. Accordingly, most companies provide information on various donations 

including donations to charitable organisations and foundations, donations to victims 

of natural disaster, building of classrooms and health care centres, provision of potable 

water and so on. 

 

Moreover, companies also demonstrate a high commitment to zero-tolerance attitude 

to corruption and unethical practices. From Table 5.2, an average of 47.08 percent of 

sampled annual reports provide information on anti-corruption policies. On a regular 

basis, companies encourage its employees, contractors and business partners to always 

maintain highest standards of integrity and compliance with all relevant laws and 

regulations. For this purpose, companies design strategies to track and monitor potential 
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corrupt activities with the view to eliminate corruption risk. Through this medium, 

companies’ assumes to be promoting a culture of honesty and accountability and 

making business more competitive thereby legitimising their corporate existence. 

 

Also, companies provide information relating to product and customers. As depicted in 

Table 5.2, an average of 13.96 percent of sampled companies disclosed information 

about customers’ health and safety, 3.96 percent on product service and labelling, 1.46 

percent on compliance with significant fines for non-compliance with product and 

services laws and regulations. Generally, companies engage in products and customers 

disclosure to convince third parties on the quality of their products and their compliance 

with business ethics.  

 

A critical assessment of the nature and trend of sustainability disclosure reveals that 

while majority of sub-items for social disclosure shows a relative high disclosure rate, 

disclosure on environmental issues was very scanty. From Table 5.2, it could be 

depicted that companies’ commitment to environmental issues was relatively low. The 

descriptive analysis evidenced a low disclosure rate for those actions concerning 

environmental information reported in annual reports. On average, 17.29 percent of 

sampled companies disclosed information on material used and 6.88 percent for 

material recycled. 19.17 percent on reduction of energy consumption, 8.96 percent on 

reduction of greenhouse gas emissions and 5.83 percent on volume of water recycled 

and reused. Very few sampled companies provide information on significant fines and 

sanctions for non-compliance with environmental laws (1.67 percent), 5.42 percent 

provided information on products and services initiatives to mitigate environmental 

impacts products/services.  
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In addition, only 4.58 percent of the sampled companies made a disclosure on total 

water they discharge to the environment. Based on the foregoing, there is less to desire 

regarding environmental performance among Nigerian listed companies. The overall 

environmental information provided by the sampled companies are grossly insufficient 

and archaic for effective monitoring of the environmental dimension of corporate 

activities.  Few companies have the culture of providing detailed information to 

stakeholders that will reasonably be considered informative about business activities 

and the necessary actions taken to prevent negative effects on the environment.  

 

5.2.1.1 Descriptive Statistics of the Dependent Variable Based on Aggregate 

Disclosure Score 

As stated earlier, the dependent variable is sustainability disclosure which encompasses 

social and environmental disclosures. The GRI G4 index was used as checklist for 

derieving the items of disclosure in companies’ corporate reports. This index have been 

validated by prior studies ( Haladu & Salim, 2016; Monteiro & Guzman, 2010; 

Sulaiman & Mohtar, 2012; Dias et al., 2017). To confirm that the measurement 

instrument maintained its validity and reliability in this study’s sample, a validity test 

(KMO) and reliability test (Cronbach Alpha) were performed using SPSS 20. From 

Table 5.3, the KMO coefficient value is 0.652 and a Cronbach Alpha of 0.753. 

Accordingly, both the KMO and the Cronbach Alpha coefficients are acceptable 

according to a minimum KMO value of 0.6 (Pallant, 2007; Hair et al., 2010; Coakes & 

Ong, 2011) and a Cronbach Alpha 0.7 (Hair et al., 2010).  

 

Table 5.3 

Validity and Reliability Statistics for the Dependent Variable Items 

No of Items KMO 

Value 

Cronbach's 

Alpha 

Degree of 

Freedom 

Significance 

      25 0.6520 0.7530 300 0.0000 
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Moreover, the descriptive statistics result for the dependent variable items is presented 

in Table 5.4. The items based analysis showed that the most reported element under the 

social disclosure category is total workforce by employment type or contract” a sub-

item of employment (SD1) with 100 percent disclosure. On the other hand, the least 

disclosed item under the social disclosure is information on “fines for noncompliance 

with laws and regulations concerning provision and use of products and services” with 

virtually 1.46 percent rate of disclosure. However, information on non-discrimination 

has an average disclosure of 0.975. The deviation from the mean for this item is at an 

acceptable level of 0.1563. Diversity and equal opportunity records a mean score of 

0.9583 with a standard deviation of 0.2000. Employment records an average disclosure 

for all the observed companies of 0.5729 with a standard deviation of 0.1767. Besides, 

both public policy and training and education have a minimum and maximum value of 

0.0000 and 1.0000.  

 

The mean scores were 0.865 for public policy and 0.5292 for training and education. 

While occupational health and safety, labour/management relations, corruption, 

freedom of association and collective bargaining had an average disclosure of 40.49, 

82.92, 26.15 and 8.13 percent respectively. Nevertheless, all items of social disclosure 

have a minimum of 0.0000 and a maximum of 1.0000 with the exception of 

employment and occupation health and safety which had a minimum score of 0.5000 

and 0.3333 respectively. 
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Under the environmental disclosure, material was the highest disclosed item in the 

category. As depicted in Table 5.4, an average of 12.08 percent of sampled Nigerian 

listed companies disclosed information on the weight or volume of material used and 

recycled. In contrast, the least disclosed item is information on non-compliance with 

environmental laws and regulations. The average disclosure value was 0.0167 and a 

standard deviation of 0.1282. In between the two extreme disclosure items, energy had 

Table 5.4   
  

Descriptive Statistics for the Dependent Variable Items   
Codes Items Mean Std. Dev. Min Max 

Social Disclosures 
    

SD1 Employment 0.5729 0.1767 0.5000 1.0000 

SD2 Labour/Mgt Relations 0.8292 0.3768 0.0000 1.0000 

SD3 Occupational Health and Safety 0.4049 0.1484 0.3333 1.0000 

SD4 Training and Education 0.5292 0.1217 0.0000 1.0000 

SD5 Diversity and Equal Opportunity  0.9583 0.2000 0.0000 1.0000 

SD6 

Equal Remuneration for Women 

and Men 0.1000 0.3003 0.0000 1.0000 

SD7 Investment 0.0229 0.1498 0.0000 1.0000 

SD8 Non-Discrimination 0.9750 0.1563 0.0000 1.0000 

SD9 

Freedom of association & 

collective bargaining 0.0813 0.2735 0.0000 1.0000 

SD10 Child Labour 0.0333 0.1797 0.0000 1.0000 

SD11 Forced & Compulsory Labor 0.0208 0.1430 0.0000 1.0000 

SD12 Security Practices 0.0708 0.2568 0.0000 1.0000 

SD13 Local Community 0.9979 0.0456 0.0000 1.0000 

SD14 Corruption 0.2615 0.2833 0.0000 1.0000 

SD15 Public Policy 0.8625 0.3447 0.0000 1.0000 

SD16 Customer Health and Safety 0.1396 0.3469 0.0000 1.0000 

SD17 Product and service Labelling 0.0396 0.1952 0.0000 1.0000 

SD18 Compliance 0.0146 0.1200 0.0000 1.0000 

Environmental Disclosures 
    

SD19 Materials 0.1208 0.2238 0.0000 1.0000 

SD20 Energy 0.1049 0.2006 0.0000 1.0000 

SD21 Water 0.0490 0.1775 0.0000 1.0000 

SD22 Biodiversity 0.0667 0.2497 0.0000 1.0000 

SD23 Emissions, Effluents, Waste 0.0500 0.1445 0.0000 0.8000 

SD24 Products and Services 0.0396 0.1566 0.0000 1.0000 

SD25 Compliance  0.0167 0.1282 0.0000 1.0000 
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a mean disclosure score of 0.1049 and a standard deviation of 0.2006. For biodiversity, 

the average disclosure rate is 0.0667 with a standard deviation of 0.2497. The items 

“water and product and services” recorded an average disclosure of 4.90 and 3.96 

percent respectively. Both items had a minimum and maximum scores of 0.0000 and 

1.0000 respectively. Finally, emissions, effluents and waste has a mean score of 5 

percent with a minimum of 0.0000 and maximum of 0.8000 value.  

 

5.2.2 The Nature and Trend of Intellectual Capital Disclosure (Descriptive 

Statistics) 

This study used an intellectual disclosure index that classified intellectual capital 

disclosure elements into three (internal, external and human capital). The disclosure 

index contains a total of 44 items, 10 of which are for internal capital, 16 represents 

external capital and 18 items are for human capital. The measurement scale for 

intellectual capital disclosure index have been validated in this study. A KMO test was 

performed to confirm the validity of the items of intellectual capital disclosure. 

However, the reliability of the items was authenticated using Cronbach Alpha. The 

result of the analysis is as depicted in Table 5.5. Accordingly, the result of KMO test 

shows a coefficient value of 0.968 which has far exceeded the minimum required KMO 

value of 0.60 recommended by Pallant (2007), Hair et al. (2010), Coakes and Ong 

(2011). On the other hand, the Cronbach alpha coefficient for the intellectual capital 

disclosure index is 0.824. This suggest that the alpha coefficient value for this study is 

higher than the minimum standard (0.70) prescribed by both George and Mallery (2003) 

and Hair et al. (2010). Therefore, this statistics has provided a good support that the set 

of items for measuring intellectual capital disclosure in this study has captures the same 

underlying construct.   
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Besides, the descriptive analysis for items of intellectual capital disclosure is shown in 

Table 5.6. An evaluation of the descriptive analysis reveals a mixed but encouraging 

results. The statistics suggests that the mean disclosure score for half of the items were 

above 60 percent. However, the most reported item under the internal capital category 

is trademarks which had a 100 percent average disclosure rate. This suggest that all 

companies listed on Nigerian capital market take the issue of trademark serious as it 

help to distinguish their businesses from competitors and also serve as a tool for 

capturing the attention of customers and make their business’ products and services 

stand out. The least disclosed item under the internal capital category were copyright 

and patent with an average of 1.25 and 8.52 percents score respectively. This values 

confirmed the recent empirical observations by Haji and Mubarak (2012) which 

obtained similar findings.  

 

Also under the internal capital, the average disclose for items including corporate 

culture, corporate philosophy, leadership, financial relations and innovations were also 

impressive with more than 90 percent average disclosure rate. A high disclosure rate by 

Nigerian listed companies was also observed for information systems (technology) and 

research and development. The disclosure scores on average were 60.71 and 65.34 

percents respectively. Overall, it could be concluded that there is a high disclosure of 

internal capital items among Nigerian listed companies. Accordingly, internal capital 

recorded the highest average disclosure rate among the three categories of intellectual 

capital. This may be attributed to the increasing emphasis on intellectual capital 

Table 5.5 

Validity and Reliability Statistics for Intellectual Capital Disclosure Items 

No of Items KMO 

Value 

Cronbach's 

Alpha 

Degree of 

Freedom 

Significance 

      25 0.968 0.824 903 0.0000 



Universlti Utara Malaysia 

233 

 

reporting in the country and the need to elaborate further about items of internal capital 

(Haji & Mubarak, 2012).  

 

Moreover, the highest disclosure score under the external capital index is goodwill with 

an average of 99.16 percent disclosure rate. Two of the items from this category “brand 

and brand recognition” also records above 95 percent average disclosure rate. 

Information on customers service and customers satisfaction were however disclose on 

average at 53.03 percent and 47.81 percent respectively. Companies in the manufacting 

sector provided more information on customers’ services and satisfaction given the 

nature of their products and services which requires customers’ perceptions and 

feedbacks. In contrast, the least disclosed item from this category is customers’ 

knowledge with barely 3.34 percent average disclosure. This item rarely appear in the 

annual reports of listed companies in Nigeria. Most of the sampled companies does not 

disclose information on how they keep track of their customers’ activities in their 

annual report. Also, a poor disclosure rate was observed on items comprising business 

collaboration, market share and information about customers with average disclosure 

rate of 18.79, 13.57 and 13.15 percents respectively. Overall, external capital tends to 

be the least disclosed category among the three main categories of intellectual capital 

with a mean score of 43.61 percent. This implies that Nigerian listed companies do not 

have much tendencies to better customers’ relations.  

 

In terms of human capital category, information on employees’ communication was the 

most reported item. The item had an average disclosure rate of 96.24 percent. The 

reported dominance of employees’ communication could be due to the fact that most 

Nigerian listed companies value their employees and view employees as an important 
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assets that need to be management. Hence, effective communication between 

management and employees is one of the strategies for managing employees and also 

a tool for improving companies overall performance. An impressive disclosure rate was 

also observed in the case of number of staff, employees’ education and training, safety 

and health at work and employees’ succession path training. The mean disclosure for 

all the items were above 90 percent. Therefore, the disclosures related to the 

aforementioned items are crucial given that such disclosures are likely to legitimise 

companies’ commitment to maintaining a high standard workplace thereby resulting to 

companies having a competitive advantage.  

 

However, the least disclosed items for this category were age and gender as well as 

academic qualifications of staff. An average of 1.88 percent of the sampled companies 

disclosed information on both items. Other items with similar poor disclosure rate are 

academic qualifications of staff (8.14 percent), employees’ satisfaction survey (4.34 

percent) and employees’ entrepreneur spirit (2.71 percent). Nonetheless, the overall 

disclosure for human capital category was generally fair with 54.99 percent average 

disclosure. The relative high disclosure for this category of capital could likely be 

attributed to the changes in intellectual capital policies in Nigeria. It could also be due 

to the changes in the market place whereby companies needed to strive to ensure that 

there are operating within the bounds of their respective communities (An, Davey & 

Eggleton, 2011). Accordingly, companies used such disclosures as a mechanism for 

changing stakeholders’ perceptions and ensuring that their organizational actions falls 

within the confine of acceptable behaviour (Deegan et al., 2000). 
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Table 5.6   

Descriptive Statistics of Intellectual Capital Disclosure Items 

Code 
Main 

Items 
Sub-Items Mean 

Std. 

Dev. 
Min Max 

ICD1 
Internal 

Capital 
Patent 0.0852 0.2795 1 0 

  Copyright 0.0125 0.1111 1 0 

  Trademarks 1.0000 0.0000 1 0 

  Corporate culture 0.9626 0.1900 1 0 

  

Corporate 

philosophy  
0.9252 0.2634 1 0 

  Leadership 0.9252 0.2634 1 0 

  

Information systems 

(technology) 
0.6071 0.4889 1 0 

  
Financial relations  0.9875 0.1113 1 0 

  Innovation 0.9123 0.2831 1 0 

  Research and dev. 0.6534 0.4764 1 0 

Average ICD1 
 

0.706 0.115 0.4 1 

ICD2 
External 

Capital 

Business 

collaboration  
0.1879 0.391 1 0 

  Joint ventures 0.2881 0.4534 1 0 

  Favorable contracts 0.6743 0.4691 1 0 

  Brands  0.9875 0.1113 1 0 

  Brand recognition  0.9749 0.1564 1 0 

  Brand dev. 0.4238 0.4947 1 0 

  Goodwill 0.9916 0.0911 1 0 

  

Distribution 

channels  
0.3445 0.4757 1 0 

  Market share 0.1357 0.3428 1 0 

  

Information about 

customers 

(type/number) 

0.1315 0.3383 1 0 

  
Customer services 0.5303 0.4996 1 0 

  Customer loyalty  0.2714 0.4451 1 0 

  Customer retention  0.2777 0.4483 1 0 

  

Customer 

satisfaction  
0.4781 0.5 1 0 

  Customer feedback  0.2756 0.4473 1 0 

  

Customers 

knowledge  
0.0334 0.1799 1 0 

Average ICD2 
 

0.4361 0.1799 0 0.875 
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5.2.3 Descriptive Statistics Related to Regression Variables 

This section contains discussions on the descriptive statistics for the dependent, 

independent, moderating and control variables used in this study. The dependent 

variable is sustainability disclosure. Independent variables include board characteristics 

represented by board size, board independence, board diversity and board meetings. 

Ownership structure comprises of management ownership, block ownership and 

foreign ownership. Intellectual capital is the moderating variable and firm level 

variables including firm performance, leverage, firm size, liquidity and industry are the 

control variables. The descriptive statistics of each category is presented on aggregate 

and also based on yearly indices. These indices were examined from 2010-2015, the 

Table 5.6 (Continued) 

Code 
Main 

Items 
Sub-Items Mean 

Std. 

Dev. 
Min Max 

ICD3 
Human 

Capital 
Number of staff 0.9248 0.2639 1 0 

  

Employee education and 

training 
0.9248 0.2639 1 0 

  Employees know-how  0.8831 0.3216 1 0 

  Work related knowledge  0.4572 0.4987 1 0 

  Expertise  0.7474 0.435 1 0 

  Professional qualification 0.0188 0.1359 1 0 

  Academic qualifications 0.0814 0.2738 1 0 

  Age and gender  0.0188 0.1359 1 0 

  

Geographical distribution 

(type/number) 
0.453 0.4983 1 0 

  Safety and health at work 0.9123 0.2831 1 0 

  

Employee succession path 

training (managerial role) 
0.9123 0.2831 1 0 

  Knowledge sharing  0.1733 0.3789 1 0 

  Employee retention 0.762 0.4263 1 0 

  Employee engagement 0.7996 0.4007 1 0 

  Motivation 0.8372 0.3696 1 0 

  

Employee satisfaction survey 0.0271 0.1627 1 0 

  Employee communication 0.9624 0.1904 1 0 

  Entrepreneur spirit 0.0438 0.205 1 0 

Average ICD3   0.5499 0.129 0 0.8333 
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main reason for this is to enable detailed analysis of the dependent variable and to show 

the trend in sustainability disclosure over the years. Accordingly, the aggregate and the 

yearly analysis are as contained in Table 5.7 and Table 5.8 respectively. 

Table 5.7    
 

Descriptive Statistics for the Dependent, Independent, Moderating and Control 

Variables (Aggregate)  

Variable Mean 
Std. 

Dev. 
Min Max 

Average Sustainability Disclosure 0.4409 0.1553 0.2870 0.9791 

Average Social Disclosure 0.3837 0.0739 0.2593 0.7685 

Average Environmental Disclosure 0.0639 0.1224 0.0000 0.6667 

Board Size 9.8688 2.7509 4.0000 20.0000 

Board Independence 0.0981 0.0944 0.0000 0.5556 

Board Diversity 0.1248 0.1036 0.0000 0.4286 

Board Meetings 5.1333 1.5890 1.0000 15.0000 

Management Ownership 0.0248 0.0703 0.0000 0.6932 

Block Ownership 0.5175 0.2264 0.0000 1.0000 

Foreign Ownership 0.2310 0.2748 0.0000 0.9900 

Intellectual Capital Disclosure 0.5597 0.1096 0.3636 0.8409 

Firm Performance 0.0460 0.1263 -1.1963 0.5396 

Leverage 0.3991 0.2974 0.0000 2.8526 

Firm Size 0.1760 0.0210 0.1301 0.2326 

Liquidity 0.0154 0.0153 0.0002 0.1353 

Industry 0.2000 0.4004 0.0000 1.0000 

 

5.2.3.1 Descriptive Statistics of Dependent Variable 

The descriptive statistics for the dependent variable is presented based on the aggregate 

as sustainability disclosure as well as individual in form of social and environmental 

disclosures. From Table 5.7, the aggregate minimum disclosure scores for 

sustainability, social and environmental disclosures are 0.2870, 0.2593 and 0.0000 

percent respectively. The aggregate average values were 0.4409, 0.3837 and 0.0639 

percent for sustainability, social and environmental disclosure respectively. While, the 

maximum score is 0.9791 percent for sustainability disclosure, 0.7685 percent for social 

disclosure and 0.6667 percent for environmental disclosure. A look at the values 

indicates that the level of environmental disclosure is low among Nigerian listed 



Universlti Utara Malaysia 

238 

 

companies. Specifically, the Zero (0) percent aggregate minimum score for 

environmental disclosure suggest that some of the listed Nigerian companies do not 

even engage in environmental reporting. Similarly, the 0.0639 percent average 

disclosure score for environmental disclosure is also considered low compared to 

0.3837 percent for social disclosure. This suggests that Nigerian listed companies 

averagely engaged more in social disclosure rather than environmental disclosure.  

 

Moreover, the yearly descriptive statistics for sustainability disclosure based on the 

overall index and categories of social and environmental disclosure is presented in 

Table 5.8. The disclosure score for sustainability reporting ranges in between 41 percent 

to 48 percent throughout the period this study (2010 to 2015). The highest mean score 

was recorded in 2015 (47.97 percent). The mean score despite being the highest among 

the selected years for this study is viewed relative low compared to the level of 

sustainability disclosures of similar countries. One plausible explanation for the lower 

disclosure level of sustainability information over the selected years for this study is 

that sustainability reporting is a voluntary exercise in Nigeria. Therefore, companies 

are not obligated to report such information. Accordingly, companies report 

sustainability engagements based on their discretion and also based on the amount and 

content of their sustainable engagement (Ademigbuji, 2014). However, the trend in 

sustainability disclosure score over the years is as depicted in Figure 5.1A below.  
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Figure 5.1A 

Average Sustainability Disclosure Score from Sampled Nigerian Listed Companies 

(2010-2015) 

Besides, the yearly descriptive statistics for social disclosure was presented in Table 

5.8. From the Table, the average social disclosure in 2010 was 37.21 percent with a 

variation of 7.07 percent. The minimum and maximum social disclosure were 25.93 

percent and 76.85 percent respectively. In the year 2011, the mean value slightly 

increased to 37.51 percent with a variation of 7.07 percent. The mean value further 

increased to 38.22 percent with standard deviation 7.95 percent in the year 2012. The 

average social disclosure keeps on increasing yearly from 2010 to 2015, but the 

minimum and maximum disclosure remain within the range of 25 percent and 77 

percent respectively. Accordingly, the highest mean disclosure was recorded in the year 

2015 (Mean = 39.87 percent, SD = 7.80 percent) making it the highest social disclosure 

year among companies listed on Nigeria capital market. However, the trend in the 

yearly disclosure of socially related information is clearly illustrated in Figure 5.1B. 

The chart indicates that the level of social disclosure despite being low is increasing on 

a yearly basis among Nigerian listed companies.  
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Figure 5.1B 

Average Social Disclosure Score from Sampled Nigerian Listed Companies (2010-

2015). 

Furthermore, Table 5.8 also contained the yearly descriptive statistics of environmental 

disclosure over the six-year period (2010-2015). The average environmental disclosure 

from highest to lowest are 8.99, 7.62, 6.32, 5.63, 5.17 and 4.62 percent in 2015, 2014, 

2013, 2012, 2010 and 2011 respectively. Also, the minimum and maximum disclosure 

from 2010 to 2015 remains in between 0 and 62 percent. Based on this analysis, it can 

be deduced that Nigerian listed companies tend to focus more on disclosure of 

sustainability information that is targeted towards social disclosure as compared to 

environmental disclosure. For instance, the highest mean value of environmental 

disclosure from 2010 to 2015 is merely 8.99 percent compared to 39.87 percent for 

social disclosure. Therefore, going by the data presented in this study, the 

environmental reporting is not regarded as a key disclosure among listed companies in 

Nigeria.  

 

Studies with similar findings include Uwuigbe and Jimoh (2012), Odera et al. (2016). 

Both studies confirmed the low level of environmental disclosure in Nigerian annual 
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reports. The result of this study’s descriptive analysis further corroborated with the 

findings of Yale Environmental Performance Index for 2012 which ranked Nigeria 

119th out of 132 weaker performance countries in terms of setting environmental 

policies (Baba, 2013). Therefore, despite the low disclosure level of environmental 

disclosure as cited by the present study and other related studies as indicated above, the 

numbers suggest yearly increased in the level of environmental disclosure. As 

illustrated in Figure 5.1C, the mean disclosure level of environmentally related 

information in annual reports of Nigerian listed companies is increasing on a yearly 

basis. The numbers suggest an increase in average disclosure from 4.62 percent in the 

year 2010 to 8.99 percent in 2015. The trend in terms of average environmental 

disclosure is as presented in Figure 5.1C.   

  

Figure 5.1C 

Average Environmental Disclosure Score from Sampled Nigerian Listed Companies 

(2010-2015).  
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Table 5.8 

Descriptive Statistics for the Dependent, Independent, Moderating and Control 

Variables  yearly (2010-2015)  

Variable Year Mean Std. Dev. Min Max 

Average Sustainability Disclosure 2010 0.4133 0.1358 0.2870 0.9791  
2011 0.4212 0.1453 0.2870 0.9791  
2012 0.4316 0.1483 0.2870 0.9791  
2013 0.4405 0.1540 0.2870 0.9791  
2014 0.4594 0.1581 0.2870 0.9791  
2015 0.4797 0.1810 0.2870 0.9791 

Average Social Disclosure 2010 0.3721 0.0707 0.2593 0.7685  
2011 0.3751 0.0707 0.2593 0.7685  
2012 0.3822 0.0795 0.2593 0.7685  
2013 0.3829 0.0722 0.2870 0.7685  
2014 0.3911 0.0758 0.2870 0.7685  
2015 0.3987 0.0780 0.2870 0.7685 

Average Environmental Disclosure 2010 0.0462 0.1095 0.0000 0.6143  
2011 0.0517 0.1128 0.0000 0.6143  
2012 0.5631 0.1111 0.0000 0.6143  
2013 0.0632 0.1176 0.0000 0.6143  
2014 0.0762 0.1298 0.0000 0.6143  
2015 0.0899 0.1475 0.0000 0.6667 

Board Size 2010 10.1125 2.4905 6.0000 20.0000  
2011 9.7875 2.7910 5.0000 19.0000  
2012 9.7878 2.7268 5.0000 18.0000  
2013 9.7750 2.8737 5.0000 19.0000  
2014 9.8375 2.8438 4.0000 18.0000  
2015 9.9125 2.8471 4.0000 17.0000 

Board Independence 2010 0.0788 0.0933 0.0000 0.4000  
2011 0.0750 0.1021 0.0000 0.5556  
2012 0.0836 0.0902 0.0000 0.4000  
2013 0.0999 0.0918 0.0000 0.4286  
2014 0.1088 0.0788 0.0000 0.3636  
2015 0.1426 0.0944 0.0000 0.4545 

Board Diversity 2010 0.1055 0.0880 0.0000 0.4286  
2011 0.1043 0.0927 0.0000 0.3333  
2012 0.1175 0.1009 0.0000 0.3750  
2013 0.1338 0.1071 0.0000 0.3333  
2014 0.1448 0.1142 0.0000 0.4286  
2015 0.1431 0.1112 0.0000 0.4286 

Board Meetings 2010 5.0500 1.6218 2.0000 12.0000  
2011 5.3125 1.9783 2.0000 15.0000  
2012 4.9750 1.6380 2.0000 12.0000  
2013 5.0125 1.3825 3.0000 9.0000  
2014 5.3375 1.5001 4.0000 12.0000  
2015 5.1125 1.3406 1.0000 11.0000 

 

 



Universlti Utara Malaysia 

243 

 

 

 

Table 5.8 (Continued) 

Variable Year Mean Std. Dev. Min Max 

Management Ownership 2010 0.0224 0.0482 0.0000 0.2717  
2011 0.0323 0.0947 0.0000 0.6932  
2012 0.0289 0.0874 0.0000 0.6932  
2013 0.0230 0.0666 0.0000 0.4952  
2014 0.0228 0.0666 0.0000 0.4952  
2015 0.0194 0.0449 0.0000 0.2650 

Block Ownership 2010 0.4810 0.2430 0.0000 0.9716  
2011 0.4979 0.2351 0.0000 0.9716  
2012 0.5180 0.2344 0.0000 0.9900  
2013 0.5266 0.2335 0.0000 1.0000  
2014 0.5378 0.2090 0.0550 0.9900  
2015 0.5437 0.2013 0.0000 0.9093 

Foreign Ownership 2010 0.2350 0.255 0.0000 0.8800  
2011 0.2181 0.2483 0.0000 0.8500  
2012 0.2230 0.2818 0.0000 0.9900  
2013 0.2262 0.2859 0.0000 0.9900  
2014 0.2452 0.2932 0.0000 0.9900  
2015 0.2387 0.2891 0.0000 0.8782 

Intellectual Capital 2010 0.5500 0.1077 0.3636 0.8409  
2011 0.5522 0.1115 0.3836 0.8409  
2012 0.5569 0.1122 0.3864 0.8409  
2013 0.5608 0.1129 0.3636 0.8409  
2014 0.5643 0.1120 0.3636 0.8409  
2015 0.5741 0.1025 0.3864 0.8409 

Firm Performance 2010 0.0441 0.1416 -0.8401 0.3014  
2011 0.0547 0.1067 -0.3446 0.3418  
2012 0.0447 0.1416 -0.9107 0.3879  
2013 0.0518 0.0866 -0.2027 0.4668  
2014 0.0449 0.1036 -0.3961 0.5396  
2015 0.0358 0.1637 -1.1963 0.5102 

Leverage 2010 0.3879 0.3316 0.0000 2.2411  
2011 0.3956 0.2925 0.0000 1.6300  
2012 0.4030 0.2756 0.0000 1.5045  
2013 0.3978 0.2747 0.0262 1.5043  
2014 0.3958 0.2557 0.0116 1.4175  
2015 0.4147 0.3518 0.0150 2.8526 

Firm Size 2010 0.1734 0.0210 0.1323 0.2309  
2011 0.1749 0.0223 0.1327 0.2326  
2012 0.1755 0.0205 0.1342 0.2262  
2013 0.1767 0.0207 0.1337 0.2254  
2014 0.1772 0.0216 0.1301 0.2254  
2015 0.1782 0.0204 0.1465 0.2267 

Liquidity 2010 0.0184 0.0176 0.0012 0.1087  
2011 0.0190 0.0213 0.0008 0.1353  
2012 0.0136 0.0103 0.0008 0.0506  
2013 0.0138 0.0103 0.0007 0.0553  
2014 0.0142 0.0157 0.0006 0.1039  
2015 0.0137 0.0133 0.0002 0.1016 
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Table 5.8 (Continued) 

Variable Year Mean Std. Dev. Min Max 

Industry 2010 0.2000 0.4025 0.0000 1.0000 
 

2011 0.2000 0.4025 0.0000 1.0000 
 

2012 0.2000 0.4025 0.0000 1.0000 
 

2013 0.2000 0.4025 0.0000 1.0000 
 

2014 0.2000 0.4025 0.0000 1.0000 

  2015 0.2000 0.4025 0.0000 1.0000 

 

5.2.3.2 Descriptive Statistics of Independent Variables 

Board Size (BSIZE): Board size was measured in this study as the total number of 

directors on corporate board. As depicted in Table 5.7, the aggregate size of corporate 

boards on average is approximately 10. The aggregate minimum and maximum values 

range from 4 to 20, suggesting that Nigerian companies operate medium size boards. 

However, the yearly analysis as reflected in Table 5.8 indicates an average size of 10 

(approximately) board members all through the years of this study (2010-2015). The 

minimum size of corporate boards is 6 in 2010, 5 in 2011, 2012 and 2013. In 2014 and 

2015 the minimum size board was 4. The maximum board size of sampled companies 

is 20, 19, 18, 19, 18 and 17 in 2010, 2011, 2012, 2013, 2014 and 2015 respectively.    

 

Moreover, the yearly description statistics for board size was also illustrated in Figure 

5.2A. The chart depicts the percentage mean score of board size for companies listed 

on Nigerian Stock Exchange. As depicted in Figure 5.2A, the average percentage score 

was 10.11 percentage in 2010. The size dropped to 9.78 percentage in the following 

year. The same sequence was maintained in 2012 but in 2013 the size on average 

decreases to 9.77 percent. However, in 2014 the mean value increased to 9.83 and 

consequently to 9.91 percent in 2015.    
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Figure 5.2A 

Average Board Size of Sampled Nigerian Listed Companies (2010-2015) 

The result of this study corroborates with similar findings reported by Ujunwa (2012), 

Boubaker and Nguyen (2014). Particularly, Boubaker and Nguyen (2014) claim that 

the average size of Nigerian corporate boards was relatively higher than corporate 

boards in the US and other European countries. A peculiar reason for the larger board 

in Nigerian setting is that of high demand by many significant shareholders to have a 

representative on the corporate board. Another reason for a relatively larger board size 

is the need for corporate boards to have enough number of directors to serve on their 

various board committees (Ogbechie & Koufopoulos, 2014).  

 

This development is considered unhealthy for Nigerian companies as larger board are 

known to be less effective compared to smaller boards (Uwuigbe & Fakile, 2012). In 

this manner, the involvement of more people in corporate boards will impede the 

decision-making power of the board. This will invariably lead to a free rider problem, 

a situation where most of the board members play a passive monitory role. A similar 

view was shared far back 1993 by Jensen which posits that, as a board size move beyond 

seven or eight, such board is unlikely to function effectively and therefore become 

difficult for the CEO to control.   
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Board Independence (BIND): Board independence refers to the dominance of outside 

directors on corporate boards. Outside directors are largely independent of companies’ 

management, more objective and also provide independent supervision in companies 

(Boubeker & Nguyen, 2014). In the present study, board independent was quantified as 

the proportion of independent directors on corporate boards. Therefore, the descriptive 

statistics as contained in Table 5.7 indicates in aggregate, an average of 9.81 percent of 

board members in Nigerian corporate boards were independent directors. As also 

reflected in Table 5.7, in aggregate the minimum proportion of independent directors 

in sampled Nigerian corporate boards is 0 percent and a maximum of 55.56 percent. 

The minimum number of 0 implies that some of the listed Nigerian companies do not 

have independent directors on their board.   

 

However, the yearly descriptive statistics indicates that the average percentage of 

independent directors on Nigeria’s corporate boards is relatively low. Specifically, the 

average values were 7.88, 7.50, 8.36, 9.99, 10.88 and 14.26 percent in 2010, 2011, 

2012, 2013, 2014 and 2015 respectively. Therefore, despite the low percentage of 

independent directors in Nigerian corporate boards, the numbers were indicative of 

upward growth in the size of independent directors. Specifically, the mean value 

increased from 7.88 percent in 2010 to 14.26 percent in 2015. This increase is attributed 

to changes in the country’s codes of corporate governance. Specifically, the revised 

code of corporate governance for listed companies 2011. This code requires public 

quoted companies to have at least one independent director on their board.  

 

Similarly, the CBN code of corporate governance for banks and other financial 

institutions stipulates that banks should have at least two independent directors on their 
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board (Ogbechie & Koufopoulos, 2014). Therefore, the provision in the two 

governance code is believed to be the reason for the increased presence of independent 

directors on corporate boards. At the moment, companies with no independent directors 

were making a stringent effort to recruit independent directors in their respective boards 

to comply with the regulatory guidelines. Nevertheless, the changes in the proportion 

of independent directors in sampled Nigerian corporate boards is also illustrated in 

Figure 5.2B. The chart indicates that the number of independent directors in annual 

reports of sampled Nigerian listed companies increases on a yearly basis. However, the 

number slightly dropped in 2011 to 7.50 percent from 7.88 percent in 2010. From 2011, 

the number of independent directors increased from 7.88 percent to an all year high of 

14.26 percent in 2015.   

 

Figure 5.2B 

Average Board Independence of Sampled Nigerian Listed Companies (2010-2015) 

Board Diversity (BDIV): Table 5.7 presents the descriptive statistics in aggregate for 

board diversity in this study. Board diversity is measured as the proportion of women 

directors in companies’ board. From Table 5.7, the least aggregate proportion of women 

in Nigerian corporate boards is 0 percent and the highest women representation is 42.86 

percent. Additionally, an average proportion of woman on Nigerian companies’ boards 
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is 12.48 percent. This number is viewed low considering participation of women in 

other socio-economic activities of the country.  

 

Table 5.8 presents descriptive statistics for board diversity from 2010 to 2015. The 

yearly analysis indicates a mean value of 10.55 percent in 2010, 10.43 percent in 2011, 

11.75 percent in 2012, 13.38 percent in 2013, 14.48 percent in 2014 and 2015 14.31 

percent. The minimum and maximum values range from 0 to 43 percent. From this 

output, the number of female representation in Nigeria’s corporate boards had on 

average increased from 10.55 percent in 2010 to 14.31 percent in 2015. The increasing 

trend is clearly demonstrated in Figure 5.2C. 

 

Figure 5.2C 

Average Board Diversity of Sampled Nigerian Listed Companies (2010-2015) 

In spite the increase, the percentage is viewed low considering the growing number of 

women representation on boards of other developing and developed economies 

(Ujunwa, 2012). According to data released by GMI Ratings in 2013, women constitute 

36.1 percent in Norwegian corporate boards, 27 percent in Swedish boards, 26.8 percent 

and 17 percent in Finnish and Dutch boardrooms respectively (Gladman & Lamb, 

2013). Based on the above-stated evidence, gender representation on board of Nigerian 
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companies reflects the global concerns for low female representation on corporate 

boards. For instance, Thomas (2001) conducted a longitudinal study on women 

representation in corporate boards of British retailing companies. The researcher 

concluded that men dominate board membership as well as key positions of board 

chairman and CEO. Burgess and Tharenou (2002) accomplish similar study in 

Australia. The study claims that top 20 Australian companies had at least one female 

on board, but still, the numbers were viewed as low representation of women on the 

country’s corporate boards. More recently, Qian (2016) examined gender diversity in 

the corporate leadership of 10 economies in Asia and the Pacific. The study concluded 

that gender diversity is overall lower in those regions.  

 

Board Meetings (BMEET): Board meetings is an element of corporate governance 

that represents the number of meetings held by companies’ board in a year. It is an 

important factor that determines the effectiveness of corporate boards. However, from 

this study’s sample, the board of directors on aggregate hold a minimum number of 1 

meeting and a maximum of 15 meetings per fiscal year. These values were represented 

in Table 5.7. Aggregately, Nigerian corporate boards hold on average approximately 

five (5) meetings in a year. Therefore, holding at an average of five (5) board meetings 

in a fiscal year reflects compliance by the majority of sampled companies with the 

provision of the revised corporate governance code 2011.  

 

The revised Nigerian code of corporate governance 2011 required corporate boards to 

meet at least once in each quarter equivalent to four (4) times in a year. With this 

statistics, Nigerian listed companies are said to be in substantial compliance with the 

minimum standard prescribed by the revised corporate governance code. Aside, the 



Universlti Utara Malaysia 

250 

 

yearly analysis of the data shows that the frequency of board meetings remained largely 

unchanged over the six-year period of this study. The mean values were 5.05, 5.31, 

4.98, 5.01, 5.34, 5.11 in 2010, 2011, 2012, 2013, 2014 and 2015 respectively. The trend 

in board meetings frequency is demonstrated in Figure 5.1D below.  

 

Figure 5.2D 

Average Board Meetings of Sampled Nigerian Listed Companies (2010-2015) 

Management Ownership (MOWN): Management ownership is measured in this 

study as the proportion of ordinary shares held by executive directors. As shown in 

Table 5.7, the aggregate minimum and maximum percentage of management ownership 

in the sampled companies is 0 and 69.32 percent respectively. The average percentage 

in aggregate is 2.48 percent. Therefore, despite a high value for the maximum 

management ownership of 69.32 percent, the average value is merely 2.48 percent 

indicating that executive directors held a little stake in equity structure of Nigerian listed 

companies. The implication of this is that conflict between managers and shareholders 

may likely arise in such situation, which may consequently lead to managers engaging 

in opportunistic behaviours (Jensen & Meckling, 1976).  

 

Alternatively, the situation may likely favour the disclosure of sustainability 

information given that studies such as Khan et al. (2013) illustrate that sustainability 
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reporting endeavour is viewed as a strategy for closing the perceived legitimacy gap 

between managers and shareholders. On this ground, it is expected that management 

ownership will likely increase the level of sustainability disclosure. Further analysis 

reveals that the mean value of management ownership within the six (6) years of this 

study ranges in between 1.94 to 3.23 percent. These values show that managerial 

ownership among Nigerian companies is relatively low. Similar indices were reported 

by Uwalomwa (2011) for Nigerian listed companies from 2006-2010. The result 

suggests a mean value of 1.04 percent for managerial ownership. Accordingly, the study 

concluded that majority of companies’ shareholding is held by the public other than the 

managers of the companies.  

 

Moreover, the trend in management ownership over the years is presented further in 

Figure 5.3A. The chart indicates a downward trend in management ownership among 

sampled Nigerian listed companies. The average managerial ownership declined from 

3.23 percent in 2011 to 1.94 percent in 2015. The possible reason for the drop in 

management ownership could be due to unstable political and business climate in 

Nigeria, persistence increase in the cost of doing business which is affecting the profit 

margin of companies. This situation may had prompted managerial owners to cut down 

their shareholding in companies.   
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Figure 5.3A 

Average Management Ownership Among of Sampled Nigerian Listed Companies 

(2010-2015) 

Block Ownership (BOWN): Block ownership connotes the proportion of shareholders 

with at least 5 percent equity in a company. In the present study, block ownership is 

measured based on a category that segregates block holders into four groups (0-3). 

Companies with less than 5 percent block ownership are assigned “0”, block owners 

with 5 to 19.99 percent ownership are assigned “1”, and block owners with 20 to 49.99 

percent are recorded as “2”. Block holders with 50 percent or more ownership equity 

in a company are coded as “3”. From the descriptive statistical analysis presented in 

Table 5.7, the aggregate mean value is 51.75 percent; this figure falls within the range 

of block holders with more than 50 percent equity ownership in companies. This 

suggests that block owners held a high percentage stake in equity distribution of 

Nigerian listed companies.  

 

Also, the mean value of block ownership over the six years period of this study indicates 

an increase in the proportion of block ownership from 48. 10 percent in the year 2010 

to 54.37 percent in 2015. However, the mean distribution of block ownership among 

sampled companies was also presented in Figure 5.3C. The chart indicates a consistent 
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increase in block ownership among sampled Nigerian companies. A similar study 

conducted by Ehikioya (2009) discloses that an average of 52.30 percent of ownership 

among listed Nigerian companies is concentrated. Miko and Hasnah (2015) focused 

their study on Nigerian listed conglomerate. The study found averagely, 56.4 percent 

of the total equity belongs to block holders. Obembe and Soetan (2015) present a mean 

distribution of 49.5 percent for block ownership among Non-financial firms in Nigeria. 

The study indicated that a significant portion of Nigerian listed companies’ equity is in 

the hands of block holders. To this end, some companies may not be dispersedly owned, 

suggesting more effective monitoring of companies management. 

 

Figure 5.3B 

Average Block Ownership among Sampled Nigerian Listed Companies (2010-2015) 

Foreign Ownership (FOWN): In the present study, foreign ownership is determined 

as the proportion of shares owned by foreign shareholders to total number of shares 

issued. The descriptive statistics result as illustrated in Table 5.7 shows on average, 

23.10 percent equity of companies listed on Nigerian stock exchange is foreign owned. 

The minimum foreign ownership is 0 percent and a maximum of 99 percent. Similarly, 

the average value of foreign ownership within the years of this study was 23.50 percent 

in 2010, 21.81 percent in 2011, 22.30 percent in 2012, 22.62 percent in 2013, 24.52 
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percent in 2014 and 23.87 percent in 2015. From this descriptive analysis, it can be 

inferred that on average the percentage of foreign ownership did not significantly 

change over the years.  

 

However, the descriptive statistics indicated that foreign shareholders hold a significant 

percentage of equity within Nigerian listed companies. Although, this class of 

shareholding structure is not the dominant in the countries’ capital market. A similar 

view was earlier offered by Tsegba and Herbert (2011). This study specifically 

disclosed that foreign shareholders were not the dominant owners of Nigerian 

companies. The study found a mean value of 31.99 percent for foreign ownership, a 

minimum value of 0 percent and a maximum value of 84.70 percent.  Besides, the 

average foreign ownership among sampled companies for the period of this study is 

also represented in Figure 5.3B. The chart shows no significant changes in foreign 

ownership structure among Nigerian listed companies. The average foreign ownership 

was between 22 to 24 percent approximately over the period 2010 to 2015. 

 

Figure 5.3C 

Average Foreign Ownership among Sampled Nigerian Listed Companies (2010-2015) 
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5.2.3.3 Descriptive Statistics of Moderating Variable 

Table 5.7 contains descriptive statistics for aggregate intellectual capital disclosure 

among Nigerian listed companies. As depicted in the Table, the aggregate minimum 

disclosure is 36.36 percent and a maximum of 84.09 percent. The average disclosure 

on aggregate is 55.97 percent, indicating relatively high disclosure of intellectual capital 

amidst Nigerian listed companies.  Meanwhile, Table 5.8 presents descriptive statistics 

for intellectual capital disclosure over the six-year period under investigation. The mean 

value over the six-year period of this study indicates a sustained increase in disclosure 

of intellectual capital among Nigerian listed companies. The result shows that 

disclosure of intellectual capital increased over the years. More specific, the mean score 

increased from 55 percent in 2010, 55.22 percent in 2011, 55.69 percent in 2012, 56.08 

percent in 2013, 56.43 percent in 2014 and to as high as 57.41 percent in 2015. Besides, 

the trend in intellectual capital disclosure is also delineated in Figure 5.4. The chart is 

based on the yearly average percentage disclosure of intellectual capital information in 

annual reports of sampled companies.  

 

Figure 5.4 

Average Intellectual Capital Disclosure Score for Sampled Nigerian Listed Companies 

(2010-2015) 
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As also outlined in Table 5.8, the mean score increases every year, from 55 percent in 

2010 to 57.41 percent in 2015. The upward trend in Nigeria’s intellectual capital 

disclosure is anticipated. This is in line with the recent shift in countries’ dynamics 

worldwide which is prompting countries to move from traditional product base 

economies to one driven by knowledge. Similarly, the adoption of IFRS framework in 

the country’s business environment is also a factor to be considered. The adoption of 

IFRS in the year 2012 contributed immensely towards the preparation and perfection of 

intellectual capital practice in Nigerian business environment.  

 

Oba et al. (2013) documented similar findings while examining the impact of board 

characteristics on the quality of intellectual capital disclosures in Nigeria. The 

researchers affirm the role played by IFRS implementation on the intellectual capital 

practice in Nigeria. Specifically, IFRS 3 on identification and valuation of intangible 

assets in business combination. This result is consistent with the observations of Haji 

and Mubarak (2010), which also noticed the increase in the disclosure of intellectual 

capital among Nigerian companies. Haji and Mubarak reported an increase in 

intellectual capital disclosure from a mean score of 35.45 percent in 2006 to 41.02 

percent in 2009. 

 

5.2.3.4 Descriptive Statistics of Control Variables      

Firm performance was proxy by ROA. ROA was measured as profit after taxation to 

total assets of companies. As illustrated in Table 5.7, the aggregate maximum value of 

firm performance is 53.96 percent and a minimum of -1.1963 percent. The mean value 

on aggregate is 4.60 percent. However, the yearly descriptive statistics is presented in 

Table 5.8. The result indicates an average return on total asset of 4.41, 5.47, 4.47, 5.18, 
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4.49 and 3.58 percent in 2010, 2011, 2012, 2013, 2014 and 2015 respectively. These 

values remain largely unchanged, although the average value of 3.58 in 2015 was 

relatively lower than the average value of others years considered for this study.   

 

The present study also includes leverage as a control variable. Leverage is measured as 

the ratio of total debt to total assets. This ratio indicates how much of companies total 

asset is financed by debt. The higher the ratio, the more risk for companies. Table 5.7 

presents the descriptive analysis of leverage in aggregate. The mean value is 39.91 on 

aggregate. However, the mean value over this study’s period (2010-2015) ranges in 

between 38.79 percent to 41.47 percent. Based on this analysis, the mean yearly value 

remains largely unchanged over the years.  

 

Firm size is also included in this study as a control variable. Firm size is measured as 

the natural logarithm of total assets. Table 5.7 presents the descriptive statistics for firm 

size. The Table indicates an aggregate maximum value of 23.26 and a minimum of 

13.01 with an aggregate average value of 17.60. Further analysis as shown in Table 5.8 

indicates that the average firm size was 17.34 in 2010, 17.49 in 2011, 17.55 in 2012, 

17.67 in 2013, 17.72 in 2014 and 17.82 in 2015.  

 

Liquidity is a firm-level variable included as a control variable in this study. It was 

measured using current ratio, defined as current assets to current liabilities. As shown 

in Table 5.7, the aggregate minimum value of liquidity is 0.0002 to 1 and a maximum 

13.53 to 1 of total assets to total liabilities. The aggregate average value is 1.54 to 1.  

While, the yearly average value for liquidity is 1.84 in 2010, 1.90 in 2011, 1.36 in 2012, 

1.38 in 2013, 1.42 in 2014 and 1.37 in 2015. This analysis presents a disturbing 
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phenomenon among Nigeria listed companies. Because on average Nigerian 

companies’ current assets cannot cover twice the amount of their current liabilities.  

 

Industry is considered in this study based on the sensitivity of companies to their 

environment. Industry is measured using a dummy variable that divides companies into 

sensitive and less sensitive. Accordingly, Companies that are considered sensitive are 

assigned a score of “1” and the less sensitive are scored “0”. However, the descriptive 

statistics as contained in Table 5.10 reveals a minimum value 0 and a maximum of 1 

and a mean value of 2.  

 

5.3 Correlation Analysis 

Correlation analysis is a method of statistical evaluation used to study the strength of a 

relationship between two numerically measured continuous variable. Correlation 

analysis is performed basically to determine the strength and direction of relationship 

between observed variables (Pallant, 2011). In this study, correlation was conducted for 

two reasons. First, to assess the interrelationship between the study’s variables and 

secondly, to detect the presence of multicollinearity among variables as suggested by 

Meyer et al. (2006) and Hair et al. (2010). Accordingly, Table 5.9 presents the summary 

of the correlation matrix for the study. The Table shows the interrelations between the 

dependent variable (sustainability disclosure), independent variables comprising board 

characteristics and ownership structure. The moderator variable (intellectual capital) 

and the firm level variables which were included as control variables in the study. The 

strength of the relationship between variables is interpreted based on criteria 

popularised by Cohen (1988). According to Cohen (1988), correlation value between 

0.1 to 0.29 is small, 0.3 to 0.49 medium and 0.5 to 1.0 is large.  
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From Table 5.9 the result indicates that the independent variables (board size, board 

independence, board diversity, board meeting, foreign ownership and block ownership) 

varies directly with the dependent variable (sustainability disclosure). This suggest that 

the higher the value of these variables the more the sustainability disclosure. In contrast, 

independent variable (management ownership) varied inversely with sustainability 

disclosure, meaning that the higher the management ownership the lower the 

sustainability disclosure.     

 

A further evaluation of the correlation index reveals that there exists an association 

between all the variables in the distribution. This suggest that there is relationship 

between all the independent variables and the dependent. Also, there is existence of 

relationship between the independent variables themselves. This implies that there is 

no single correlation matrix value that is 0.0000. On the other hand, none of the 

correlation index that is +/-1. Hence, there is no existence of a perfect relationship 

among the variables. Accordingly, the strength of the relationship between the 

independent variables and the dependent variable could be said to be between the region 

of small and medium. Therefore, none of the correlation indices exceed +/-29.  

  

To diagnose possible existence of multicollinearity in the dataset, a rule of thumb 

suggested by Pallant (2007), Tabachnick and Fidell (2007) was used. According to the 

researchers, a correlation value higher than 0.90 is considered harmful and a sign of 

multicollinearity in the model. As shown in Table 5.9, the correlation between all the 

explanatory variables were fair with no single correlation value exceeding the 

acceptable threshold of not more than 0.90. Accordingly, the highest correlation value 

between independent variables was CSIZE and ICD (0.6001). Based on this insight, 
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there is no evidence of multicollinearity between predictor variables in this study. On 

this account, multicollinearity among variables does not pose a problem in this study. 

To this end, the results of the correlation analysis support the need to undertake a more 

powerful statistical analysis that will reveal predictors of corporate sustainability 

disclosure. Hence, the results of the multiple regression analysis is presented in the next 

section.
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Table 5.9             
Correlation Matrix for Dependent, Independent, Moderating and Control Variables       

Variables SRD BSIZE BIND BDIV BMEET MOWN FOWN BOWN ICD FPM LEV CSIZE LIQ INDUS 

SRD  1          
    

BSIZE  0.2634***  1    
         

BIND  0.2823***  0.1333**  1   
         

BDIV  0.2180***  0.0543  0.1870***  1           

BMEET  0.0838*  0.2928***  0.0060  0.1486**  1          

MOWN -0.0756* -0.1502*** -0.0913** -0.0667 -0.1070**  1         

FOWN  0.2044***  0.1693***  0.1594*** -0.0310 -0.0327 -0.1845***  1        

BOWN  0.1046** -0.1538***  0.0446 -0.0507 -0.0899** -0.1103**  0.3735***  1       

ICD  0.4968***  0.0452***  0.3820***  0.1550***  0.1814***  0.1772***  0.2939***  0.1100**  1      

FPM  0.1775*** -0.0295  0.1287** -0.0310 -0.0365 -0.1790***  0.1538***  0.2132***  0.1057**  1     

LEV -0.0280 -0.3436***  0.0092  0.0177 -0.1964***  0.1244*** -0.0522  0.2141*** -0.1939*** -0.1399***   1    

CSIZE  0.3877***  0.5844***  0.2787***  0.1200***  0.2730*** -0.1277***  0.1169** -0.1739***  0.6001*** -0.0148  -0.3563***   1   

LIQ -0.1703**** -0.2243*** -0.1490** -0.1236*** -0.2088***  0.1190*** -0.1076**  0.0556 -0.2040***  0.0424   0.0978**  -0.3004***     1  

INDUS  0.2193***  0.1812*** -0.0654  0.0874*  0.0694 -0.1423***  0.0458  0.1779***  0.1508***  0.1420***   0.0952**   -0.0215 -0.014      1 

Notes: SRD = sustainability disclosure, BSIZE = board size, BIND = board independence, BDIV = board diversity, BMEET = board meetings, MOWN = management ownership, FOWN = foreign 

ownership, BOWN = block ownership. ***, **, * denote significant at 1%, 5%, and 10% levels respectively. 
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5.4 Diagnostics Tests for Multiple Regression Assumptions 

Conducting a diagnostics test is a vital step in a multivariate analysis. It is particularly 

important as it helps the researcher identify any possible violation of underlying 

assumptions applicable in multivariate data analysis (Hair, 2007). Based on this 

antecedent, the present study performs the following diagnostics tests to ensure that the 

assumptions of multiple regressions are met and to avoid misleading results. This 

includes normality test, multicollinearity test, autocorrelation test, homoscedasticity 

test, model specification test and omitted variable test.  

 

5.6.1 Normality Test 

Normality is the assumption that all variables and all linear combination of variables 

are normally distributed in a model (Tabachnick & Fidell, 2007). Normality is desirable 

in data estimation since one of the assumptions of multiple regression is that the 

residuals should be normally distributed. One of the methods for measuring the 

normality of data is the assessment of data distribution through skewness and kurtosis 

(Sekaran & Bougie, 2009). To perform a normality test on data using skewness and 

kurtosis, scholars suggest different acceptable values for both skewness and kurtosis. 

Accordingly, Tabanichnick and Fidell (2007) suggest a value of ±2 for skewness and 

±8 for kurtosis. However, Kline (2011) proposed ±3 value for skewness and ±10 for 

kurtosis. In this study, a skewness and kurtosis test was performed for all variables.  

 

A look at Panel A of Table 5.10 indicates that the skewness and kurtosis value for some 

of the variables falls outside the acceptable limit. Therefore, to uphold the assumption 

of normality in respect of the data distribution, all variable were Winsorized at 2 percent 

in line with the suggestion of Kubota, Suda and Takehara (2011), Mechelli and Cimini 

(2014). After the Winsorization process, a descriptive statistics table was once more 
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tabulated to confirm the value of the skewness and kurtosis. At this point, the value of 

skewness and kurtosis for all the variables were within the acceptable threshold of ±3 

skewness and ±10 Kurtosis as recommended by Kline (2011). As depicted in panel B 

of Table 5.10, skewness value of all variables are within the acceptable value of ±3 and 

kurtosis value lower than ±10. Specifically, the skewness value ranges from -0.2929 

(Financial performance) to 2.6413 (Management ownership). The kurtosis values were 

between 2.0331 (Foreign ownership) to 9.2000 (Management ownership). This process 

was part of the technique used to overcome the problems of normality in the variable 

estimations.   

Table 5.10 

Skewness and Kurtosis 0f Variables Before and After Winsorization for 2010-2015 

  Panel A: Before Winsorization             Panel B:  AfterWinsorization 

Variables Skewness Kurtosis Skewness Kurtosis 

SRD 3.6551 19.0169 2.1998 7.6752 

SD 3.7564 22.7997 1.7250 6.4033 

ED 3.5910 18.5590 2.2211 7.0969 

BSIZE 0.9123 3.7940 0.7497 3.0273 

BIND 1.2906 5.5171 0.8256 3.4442 

BDIV 0.5547 2.6397 0.4284 2.2590 

BMEET 1.8278 8.9139 1.0570 3.8007 

MOWN 5.8375 46.1679 2.6413 9.2000 

BOWN -1.2584 4.4461 -1.2584 4.4461 

FOWN 0.8376 2.3444 0.7472 2.0331 

ICD 0.4523 2.6641 0.2988 2.2585 

FPM -3.4786 34.2501 -0.2929 5.4270 

LEV 2.3986 16.2316 0.4459 2.4395 

CSIZE 0.6481 2.7808 0.7081 2.5406 

LIQ 3.5670 20.4791 1.6761 5.2128 

INDUS 1.5000 3.2500 1.5000 3.2500 

Notes: SRD = sustainability disclosure, SD = social disclosure, ED = environmental disclosure, 

BSIZE = board size, BIND = board independence, BDIV = board diversity, BMEET = board 

meetings, MOWN = management ownership, FOWN = foreign ownership, BOWN = block 

ownership, ICD = intellectual capital disclosure, FPM = financial performance, LEV = leverage, 

CSIZE = firm size, LIQ = liquidity, INDUS = industry type. 

Besides using a numerical method to test the normality of the dataset, graphical 

technique is also another approach used to measure the normality of data in this study. 

Accordingly, a normality P-P plot and histogram were used to check whether those 
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normality assumptions are fulfilled. From Figure 5.5 both the normality P-P plot and 

histogram depicts that the study’s data follow a normal pattern. The normality P-P plot 

shows that the data points form an approximate straight line that is close to the fitted 

line. The plot indicate that the variables are in the form of normal distribution. 

Similarly, the pattern of all the bars on the histogram is close to a normal. Therefore, 

following these procedures, normality assumption is not violated in this study. 

 Figure 5.5  

 Normality P-P plot and Histogram 

 

5.6.2 Multicollinearity Test  

Before continuing with the regression analysis, it was instructive to check for the 

possible existence of multicollinearity among the independent variables. However, 

multicollinearity implies a situation where two or more independent variables are 

highly correlated. Multicollinearity is considered as a serious problem in regression 

analysis as it substantially distorts the estimates of regression coefficient and their 

statistical significance. This problem in most cases affects the result of a tested model 

thereby rendering the coefficients statistically insignificant (Tabacknick & Fidell, 

2007).  
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In the present study, two methods were employed to test the possible presence of 

multicollinearity. The first involves examining the values of correlation between the 

variables. A correlation coefficient 0.90 and above between one independent variable 

to another evidence multicollinearity between the two variables (Tabachick & Fidell, 

2007; Hair et al., 2010). As depicted in the correlation matrix table (Table 5.9), the 

correlation between independent variables was sufficiently below the recommended 

threshold value of 0.90 or more. This, therefore, suggests that there is no evidence of 

serious multicollinearity among the independent variables. 

The second technique involves tolerance and VIF test, this is calculated for all variables 

of the study. Table 5.11 contains the values of the tolerance and VIF for all the 

variables. As reflected in the Table, the tolerance value ranges from 0.53 to 0.91, the 

mean VIF value of all the models were far less than 5 percent, the VIF score for all 

variables were below 2. However, despite no hard and fast rule about what value of the 

VIF should be a cause for concern. Myers (1990) and Field (2009)  suggest that a value 

of 10 and above is a value that calls for concern. Alternatively, Hair, Ringle and Sarstedt 

Table 5.11 

Multicollinearity Test by Tolerance Values and Variance  Inflation Factors (VIF) 
   
Variables VIF Tolerance 

BSIZE 1.75 0.5700 

BIND 1.22 0.8202 

BDIV 1.10 0.9066 

BMEET 1.20 0.8360 

MOWN 1.13 0.8886 

BOWN 1.49 0.6712 

FOWN 1.30 0.7673 

DOWN 1.15 0.8665 

FPM 1.16 0.8598 

LEV 1.32 0.7590 

CSIZE 1.87 0.5338 

LIQ 1.15 0.8675 

INDUS 1.17 0.8562 

Mean VIF  1.31  
Notes: BSIZE = board size, BIND =board independence, BDIV = board diversity, BMEET = 

board meetings, MOWN= management ownership, FOWN = foreign ownership, BOWN = 

block ownership, FPM = financial performance, LEV = leverage, CSIZE= firm size, LIQ = 

liquidity, INDUS = industry type. 
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(2011) suggest that multicollinearity become a concern if the VIF value is greater than 

5. The VIF values in all the estimations fall below the acceptable VIF value of 5. This 

result further indicates the non-existence of serious multicollinearity problem in the 

estimations. Accordingly, multicollinearity is not an issue in this study. 

  

5.6.3 Autocorrelation Test 

Autocorrelation is a situation where the residuals of two observations in a regression 

model are correlated (Field, 2009). Autocorrelation in a linear panel data model biased 

the standard error and causes the result to be less efficient. For this reason, there is need 

to identify autocorrelation in the idiosyncratic error term in a panel data model 

(Drukker, 2003). So far, there are several tests for determining the likely existence of 

autocorrelation in a panel data model. For this study, a test suggested by Wooldridge 

(2002) was employed to detect whether the error terms in all the regression models are 

autocorrelated. The results of the test indicate a p-value below 0.10. Accordingly, the 

null hypothesis which suggests no first-order autocorrelation is rejected and the 

alternate hypothesis is accepted. This simply means that there is evidence of 

autocorrelation in the regression models. 

 

5.6.4 Homoscedasticity Test 

Homoscedasticity suggests the assumption that a dependent variable indicates an equal 

level of variability across a range of independent variables (Hair et al., 2010). 

Homoscedasticity is desirable in a regression analysis because the variance of the 

dependent variable does not concentrate on a limited range of the independent values. 

Alternatively, the presence of an unequal variance is referred as heteroscedasticity. 

Heteroscedasticity tends to make the coefficient estimate to be underestimated and in 
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some instances making insignificant variables appear to be statistically significant (Hair 

et al., 2006). Accordingly, the potential of heteroscedasticity is often tested using White 

General Heteroscedasticity Test, Breush-Pagan Godfrey Test, Cook and Weisberg test 

(Greene, 2003; Williams, 2015).  

 

In the present study, Breush-Pagan Godfrey Test and Cameron and Trivedi’s IM-Test 

were employed to check for possible existence of heteroscedasticity in the study. The 

null hypothesis that the variance of the residual is homogenous was tested. A p-value 

lower than 0.10 will means rejection of the null hypothesis. Accordingly, the result of 

both Breush-Pagan Godfrey Test and Cameron and Trivedi’s IM-Test as depicted in 

Table 5.12 indicates a p-value below 0.10. As such, the null hypothesis is rejected and 

the alternative hypothesis accepted. This implies that the dataset is heteroscedastic 

which shows that the variance is not constant and therefore need to be rectified. 

 

Therefore, to ensure that the conclusion from the analysed data does not violate 

homoscedasticity assumptions, the present study used a Generalised Least Square 

(GLS) regression for all the estimations. GLS regression extends OLS estimation of the 

normal linear model by providing for possible unequal error variances and correlations 

between different errors (Fox & Weisberg, 2010). The advantage of using the GLS is 

the ability to avoid the problem of autocorrelation and heteroscedasticity in OLS model 

which prevents high probability of inconsistency and biaseness. Accordingly, Fox 

(2015) recommends using GLS regression if the residuals are autocorrelated. 

Table 5.12   
Heteroscedasticity Tests 

  
Breush-Pagan 

Godfrey Test 

Cameron and Trivedi’s 

IM-Test 

Chi2 106.84 140.64 

P-Value 0.0000 0.0000 
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However, a heteroscedasticity-consistent covariance matrix estimator 3 (HC3) is also 

another approach often employed as a remedy for tackling the problem of 

heteroscedasticity in the data set. This approach was proposed by Mackinnon and White 

(1985). The researchers suggest performing of HC3 heteroscedasticity test even in the 

absence of detected heteroscedasticity in a model. HC3 is a consistent method for 

estimating the variance-covariance matrix of OLS estimates in the face of 

heteroscedasticity of unknown form. This method enables making a valid inference 

provided the sample size is relatively large (Mackinnon & White, 1985). Accordingly, 

the models for the present study were also estimated using HC3. Interestingly, the 

results were qualitatively similar to the main estimations using GLS. However, the HC3 

regression was also selected as part of the robustness check to confirm the consistency 

of the main GLS regression. Refer to section 5.8.1 for details. Following this procedure, 

no violation of homoscedasticity is assumed.  

    

5.6.5 Model Specification Test 

Model specification test is an important step in regression analysis. It is conducted 

mainly to avoid misleading inference that may arise due to inappropriate model 

specification. To this end, the present study performed a model specification test using 

linktest. The link test is a general model specification test for the regression model. The 

test is based on the assumption that if a regression is properly specified, the addition of 

an explanatory variable will not be significant except by chance (Pregibon, 1979).  A 

link test present variable of prediction _hat as well as variable of squared prediction 

_hstdq. Therefore, _hat is anticipated to be significant, while _hstdq is expected to be 

insignificant (Pregibon, 1979). As evidenced in Table 5.13, the _hat values which is the 

predicted value of the model is significant. Also, the _hatsq is insignificant as expected, 
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suggesting that the model is correctly specified. Based on this outcome, the model is 

well specified and also supports the need to conduct a regression analysis which is 

presented in the subsequent sections. 

Table 5.13  
Linktest for Model Specification Test  
SRD Coef. T-Value P-Value 

_hat 0.9762226 25.9 0.000 

_hatsqt 0.0108309 0.72 0.469 

 

5.6.6 Omitted Variable Test 

In ordinary regression model, consistency of standard least square estimators depends 

on the assumption that the explanatory variables are uncorrelated with the error term 

(Erees & Demirel, 2012). This assumption is likely to be violated specifically when 

important explanatory variables are excluded from the model. Although, such 

omissions are unavoidable due to inability of a researcher to collect the necessary 

variables for the model. Accordingly, the present study applied a Ramsey RESET test 

to check the possible omission of variables in the dataset. Ramsey RESET test is a 

convenient tool for testing general misspecification in a regression model. The test had 

been widely used as an effective diagnostic test for omitted variables (Leung & Yu, 

2000). Therefore, the result of the Ramsey RESET test conducted for this study indicate 

no modelling problem. The residuals of the model are approximately normally 

distributed. As depicted in Table 5.14, the null hypothesis cannot be rejected on the 

basis that the result is not significant. Accordingly, the null hypothesis is uphold which 

implies that the model has no omitted variables.   
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Ho: model has no omitted variables 

 

5.7 Regression Results and Discussions 

This section tests the developed research hypotheses using a GLS regression with a 

robust standard error. The regression was run based on the sustainability disclosure as 

dependent variables. Board characteristics and ownership structure variables as 

independent variables. Consequently, the moderating effect of intellectual capital was 

tested based on the two relationships. These results hold after controlling for firm-level 

characteristics. At the point of interpretations, ratios including coefficient (β), t-

statistics and p-values were extracted and presented.  

 

5.7.1 Findings and Discussion on the Relationship between Corporate Governance 

Mechanism and Sustainability Disclosure 

This section presents the result and discussions on the relationship between board 

characteristics variables and sustainability disclosure. The dependent variable is 

sustainability disclosure. Corporate governance variables including board size, board 

independence, board diversity and board meetings, management ownership, block 

ownership and foreign ownership are the independent variables. Firm-level 

characteristics comprising firm performance, leverage, firm size, liquidity and industry 

were included as control variables in the models. The regression results are delineated 

in the following sub-sections.  

 

Table 5.14   
Ramsey Regression Equation Specification Error Test 

SRD  F-Value Prob>F 

SRD                                                               1.09                                0.3663 
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5.7.1.1 Board Size 

The regression analysis indicates a positive association between board size and 

sustainability disclosure. The regression result is reflected by a positive coefficient 

value 0.0024 (t = 2.94 p = 0.003) significant at 1 percent. This result points to the fact 

that board size has a significant impact on corporate sustainability disclosure. The 

outcome supports the positive association predicted in chapter three of this study. 

Accordingly, hypothesis H1a is supported. Therefore, increase in the size of corporate 

board leads to higher disclosure of sustainability information in annual reports of 

Nigerian listed companies. This result is consistent with the finding of earlier study 

such as Akhtaruddin et al. (2009), Esa and Ghazali (2012), Chang et al. (2012). These 

studies also established that board size has a significant influence on sustainability 

disclosure of companies. The result also conforms to the assumption of stakeholder 

theory which affirms that a larger board will represent a broader diversity of 

stakeholders and will promote better monitoring, more assertive stakeholder 

management, greater transparency and increased level of sustainability disclosure (Dias 

et al., 2017).   

 

Therefore, considering the significance of board size on sustainability disclosure, 

Nigerian companies’ management are expected to take into account measures that are 

likely to improve the effectiveness of corporate boards. Specifically, the heterogeneity 

of corporate board should be encouraged in terms of the diversity of knowledge, 

experience and general capabilities of directors in conducting board functions. This is 

also in line with the view of Omobola and Uwuigbe (2013) which highlights that large 

boards with diverse knowledge are more effective and likely to have a higher degree of 

independence and expertise. Such calibre of board ensures a balance between 
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organisational decisions and actions as well as societal values and corporate legitimacy. 

Overall, board size has proven to be a significant variable that influences the disclosure 

of sustainability information in the annual report of Nigerian listed companies.   

Table 5.15 

Relationship Between Corporate Governance Mechanisms and Sustainability Disclosure 

Variables 
Expected 

Outcome 
Coef.  T-Value P Value 

CONS +/- 1.6601 2.47 0.014 

BSIZE + 0.0024 2.94 0.003*** 

BIND + 2.3006 3.34 0.001*** 

BDIV + 0.2251 3.25 0.001*** 

BMEET + -0.0291 -0.66 0.507 

MOWN + 3.6976 2.56 0.010*** 

BOWN + 0.0075 2.94 0.003*** 

FOWN + 0.0135 2.01 0.045** 

FPM + 0.0444 3.79 0.000*** 

LEV + 1.1087 4.20 0.000*** 

CSIZE + 17.9774 4.92 0.000*** 

LIQ + -3.2427 -0.61 0.543 

INDUS + 0.9366 6.38 0.000*** 

Observations  480     
Notes: CONS = constant, BSIZE = board size, BIND = board independence, BDIV = board diversity, 

BMEET = board meetings, MOWN = management ownership, BOWN = block ownership, FOWN = 

foreign ownership, ***, **, * denote significant at 1%, 5%, and 10% levels respectively. 

 

 

5.7.1.2 Board Independence 

The regression result for board independence and sustainability disclosure is significant 

at 1 percent with a positive coefficient value 2.3006 (t = 3.34 p = 0.001). The positive 

association suggests that companies with more independent directors disclose more 

sustainability information in their annual reports. Therefore, this result is in agreement 

with the developed hypothesis presented in chapter three of this study. Thus, hypothesis 

H1b is supported. This result coincides with the findings of the following studies 

(Huafang & Jianguo, 2007; Khan, 2010; Samaha et al., 2012). The result equally 

conforms with the perspective of stakeholder theory which affirms that independent 

directors are more effective and more committed to safeguarding the interest of diverse 

stakeholders (Chang et al., 2012). Hence, independent directors’ are more likely to 
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exercise substantial influence over companies’ strategic decision for social investments 

incentives.  

 

Therefore, for the fact that board independence significantly influences sustainability 

disclosure, suggest that independent directors contribute towards guaranteeing the 

interests of both shareholders and other stakeholders. Accordingly, this study supports 

the measure stipulated in Nigerian corporate governance code 2011 which encourages 

Quoted companies to have at least one (1) independent director on boards. However, 

the study further encourages Nigerian policymakers to devise other ways of 

encouraging the appointment of more independent directors on companies boards. At 

least, one-third of directors should be independent.  Based on the evidence presented 

above, the present study validates the proposition that independent directors bring 

objectivity and external awareness to corporate boards. Therefore, the presence of more 

independent directors on corporate board leads to increase in sustainability disclosure 

and also bring transparency in companies’ functioning (Kaur, Raman & Singhania, 

2016). Accordingly, board independence seems to play a significant role in improving 

the sustainability disclosure in the annual report of Nigerian sampled companies.  

 

5.7.1.3 Board Diversity 

The coefficient value for board diversity was positive and statistically significant at 1 

percent 0.2251 (t = 3.25 p = 0.001). To this effect, the result suggests that board 

diversity variable is a statistically significant predictor of sustainability disclosure. 

Therefore, increase presence of women on corporate boards will lead to higher 

disclosure of sustainability information. The result of this study supports the initially 

projected hypothesis. Hence, hypothesis H1c is supported, suggesting that increase 
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representation of women on Nigerian companies’ board will lead to higher disclosure 

of sustainability information in companies’ annual reports. Prior research with similar 

findings includes Pamies (2013), Bear et al. (2010), Sundarasen and Rajangam (2016), 

Rao and Tilt (2016). These studies concluded that participation of women in the 

management of corporate board positively impacts companies’ sustainability 

disclosure.  

 

Therefore given the fact that board diversity is a significant determinant of 

sustainability disclosure, it is in the best interest of Nigerian listed companies to co-opt 

more competent and qualified women onto their corporate boards to realise benefits 

related to such diversity of the board. This view is consistent with the assumption of 

stakeholder theory which suggests that the presence of women in corporate boardroom 

is a signal to stakeholders that such company is socially responsible and therefore pays 

more attention to the need of diverse interest (Bear et al., 2010). The result equally 

lends credence to the assertion of Nielsen and Huse (2010) which highlights that female 

board members are more considerate to the needs of others and also more actively 

involved in issues of strategic nature that concerns companies and its stakeholders. 

Therefore, the presence of women could improve the ability of corporate boards to deal 

effectively with issues of corporate sustainability reporting.  

 

The findings also concur with the suggestion of Sundarasen and Rajangam (2016) 

which recommended that board diversity should be considered as an essential element 

in the future selection of board members. In this way, the appointment of more females 

into corporate boards will serve as a proactive diversity strategy to improve companies’ 

performance specifically social and environmental performance. Based on the 
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preceding, the result of this study shows that women board members play a substantial 

role in the disclosure of corporate sustainability information in the annual report of 

Nigerian listed companies. 

 

5.7.1.4 Board Meetings 

The regression output of board meeting was insignificant at coefficient value -0.0291 

(t = 0.66 p = 0.507) in the model. This result indicates that the frequency of board 

meetings do not have a significant influence on sustainability information disclosed in 

the annual report of companies. This finding contradicts the positive relationship 

hypothesised in this study. To this effect, hypothesis H1d is not supported signifying 

that, the frequency of board meetings have no significant influence on sustainability 

information disclosure. Based on this evidence, this finding have confirm that 

frequency in board meetings among Nigerian listed companies will not necessarily 

influence the disclosure of sustainability information.  

 

The finding coincide with the result of Alhazaimeh et al. (2014) and Giannarakis (2014) 

which found board meetings not having a substantial effect on corporate sustainability 

disclosure. The finding of this study also corresponds with Ariza et al. (2011) which 

suggest that higher number of board meetings may not be the appropriate indicator that 

board works with adequate depth and breadth. Therefore, increased number of board 

meetings may not lead to the higher disclosure of voluntary information. The result also 

agrees with Dienes and Velte (2016) which dispute the general assumption that 

increased in frequency of board meetings leads to greater disclosure of sustainability 

information.  
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However, the possible reason for the insignificant association between board meetings 

and sustainability disclosure in the Nigerian context could be attributed to the viewpoint 

of Sarivudeen and Sheham (2013) which asserts that the practice of taking over the 

effective monitor of management by other factors is the main reason for the 

insignificant influence of board meetings on sustainability disclosure. Instances such as 

external ownership taking the place of board monitoring actions. Another probable 

cause for the insignificant result could likely be that corporate boards are only 

responsible for sustainability-related issues at the policy level and not at the point of 

implementation which is view as most critical and time-consuming aspect 

(Giannarakis, 2014). This could also be a reason why board meetings does not have 

significant influence on sustainability disclosure among Nigerian listed companies.  

 

Given the evidence mentioned above, this study concludes that board meetings 

contradict the positive relationship hypothesised in the prior section of this study. 

Therefore, the finding from this analysis goes against the earlier views that, the 

frequency of board meeting satisfy stakeholders’ expectation and improve corporate 

performance including corporate social responsibility initiatives.    

 

5.7.1.5 Management Ownership 

The coefficient value of management ownership-sustainability disclosure relationship 

was positive and significant 3.6976 (t = 2.56 p = 0.010). This result implies that increase 

in the proportion of managerial ownership will lead to greater disclosure of 

sustainability information in the annual report of Nigerian listed companies. This result 

is in the direction predicted and thus, hypothesis H2a which supposes that management 

ownership has a significant positive influence on sustainability disclosure is supported. 
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The result coincides with Jia and Zang (2012), Khan et al. (2013) and Rashid (2015). 

These studies empirically proved that managerial ownership significantly impacts 

companies’ sustainability disclosure. However, the result of this study also corroborates 

with the recent realities of the world where companies’ management are facing pressure 

from different quarter to get more involved in sustainability activities (Branco & 

Rodrigues, 2008).  

 

Besides, the significant positive finding observe by this study suggest that managerial 

owners are capable of influencing the disclosure of sustainability information among 

Nigerian listed companies. Accordingly, Nigeria policymakers and practitioners are 

encouraged to put in place policies that will ensure more allocation of companies’ 

shares to executive directors and top managers of companies. This step is likely to align 

managers’ interests with those of other shareholders in a company. This approach will 

also avail management owners the incentive to increase corporate transparency and the 

ability to pursue the long-term interest of the companies. Above all, management 

owners will also be willing to carry out necessary social practices and disclosures to 

ensure accountability and strengthening their credibility. Hence, increase in managerial 

ownership will translate to higher disclosure of corporate sustainability information.  

 

5.7.1.6 Block Ownership 

The present study establish a significant positive relationship between block ownership 

and sustainability disclosure 0.0075 (t = 2.94 p = 0.003). The regression analysis reveals 

that block ownership significantly affects the disclosure of sustainability information 

in annual reports of Nigerian listed companies. This suggests that increase in the 

proportion of block ownership lead to greater disclosure of sustainability information. 
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This finding supports the formulated hypotheses (H2b), and further coincides with the 

findings of Sufian and Zahan (2013), Crisostomo and Freire (2015). The later study 

noticed that block shareholders consider sustainability reporting as an effective way of 

improving firms’ image and reputation and also a medium for searching corporate 

legitimacy. Therefore, large, powerful shareholders are more prone to undertake 

corporate sustainability disclosure. 

 

The result of this study supports the view of stakeholder theory which contends that the 

role of companies is to satisfy the interest of all stakeholders rather than just 

shareholders. From this viewpoint, block ownership serves as a management 

supervision mechanism since these group of shareholders has a greater incentive to be 

better informed and to participate in business decisions (Lee & O’Neill, 2003). 

However, the result of this study could be explained by the fact that block owners 

usually have greater incentives and a greater capacity for controlling the direction of 

companies. This is because, block shareholders consider sustainability reporting as an 

effective way of improving firms’ image and reputation and also a medium for 

searching corporate legitimacy (Crisostomo & Freire, 2015). Therefore, dominant 

shareholders are more likely to undertake and shape strategic thinking towards 

sustainability reporting activities. 

 

In Nigerian context, a significant portion of corporate ownership belongs to block 

holders. With their wider orientation, there are likely to encourage companies to indulge 

more in sustainability disclosure. Besides, block owners may as well encourage 

investment in sustainability disclosure, given that, they view corporate sustainability 

disclosure as a convenient means of resolving the conflict of interest arising from 
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stakeholders. For this reason, block owners are likely to support the disclosure of 

sustainability information with the view to settle grievances and avert conflicts in a 

company. Based on the above-stated evidences, this study concludes that, when 

ownership of a company is concentrated in the hands of few shareholders, the level of 

sustainability disclosure increases. 

 

5.7.1.7 Foreign Ownership 

The proportion of foreign ownership proves to be a significant predictor of 

sustainability disclosure. The variable has a predictive positive sign, significant at 5 

percent 0.0135 (t = 2.01 p = 0.045). This result indicates that sustainability disclosure 

increases with the greater proportion of foreign ownership. Thus, this result has justified 

the acceptance of hypothesis H2c. The result also coincides with the finding of Bowrin 

(2013), Wang et al. (2008), Sartawi et al. (2014), Muttakin and Subramaniam (2015). 

However, the positive relationship observes in the present study was expected since 

companies report more corporate information to reduce the high level of information 

asymmetry faced by foreign investors. On the other hand, financial statement users rely 

more on annual reports of companies with a higher percentage of foreign ownership 

than companies with less foreign shareholders (Wang et al., 2008). For this reasons, 

companies with higher foreign ownership will strive to disclose more comprehensive 

information to satisfy their foreign owners and users of financial reports.  

 

Also, the significant positive relationship observed in the present study is equally not 

surprising. The simple reason is that, if a large proportion of company’s shareholders 

are foreigners, it may be difficult for them to obtain company’s information from 

alternative sources. In such case, it is more efficient for a company to enhance its 
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sustainability reporting practice, this will serve as an added value service for these 

group of shareholders. An alternative view is that foreign shareholders mostly reside in 

more advanced countries, countries with more developed corporate governance 

systems. They are mostly into multi-national businesses and thus invest in local 

companies. They potentially hold different values and have wider knowledge because 

of their exposure to foreign markets. Therefore, the majority of such investors will 

likely demand higher sustainability information which in turn drive the disclosure of 

such information in companies’ annual reports. Essentially, this result shows that 

Nigeria listed companies with a higher proportion of foreign ownership disclose more 

sustainability information in their annual reports. 

 

5.7.1.8 Control Variables 

5.7.1.9.1 Firm Performance 

The regression result for the relationship between firm performance and sustainability 

disclosure reveals a significant positive value 0.0444 (t = 3.79 p = 0.000) significant at 

1 percent. This shows that firm performance positively affects sustainability disclosure. 

Indicating that profitable companies are more likely to disclose more corporate 

sustainability information compared to less profitable firms. This finding supports prior 

research which documents that financial performance encourages sustainability 

disclosure (Akhtaruddin & Haron, 2010; Artiach et al., 2010; Joshi & Gao, 2009; Khlif 

et al., 2015; Stuebs & Sun, 2015). Accordingly, the higher the financial performance of 

a company, the more it will afford to invest its resources into corporate sustainability 

activities. Therefore, when a company made an impressive financial performance, it 

implies more capability for such company to spend its resources in social and 

environmental issues and a step toward building strong ties with diverse stakeholders 

(Khlif et al., 2015). 
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5.7.1.9.2 Leverage 

The regression analysis as depicted in Table 5.15 indicates a positive association 

between leverage and sustainability disclosure. Specifically, the regression result 

reveals a positive coefficient value 1.1087 (t = 4.20 p = 0.000) significant at 1 percent. 

This result suggests that companies with higher financial leverage are more likely to 

increase the disclosure of sustainability information. Companies in this category will 

most probably increase disclose of sustainability information in their annual report to 

reduce agency costs. Previous studies with similar results include Saleh et al. (2010) 

and Juhmani (2014). However, the implication of this result could be attributed to the 

view of Esa and Ghazali (2012) which opine that highly geared companies might 

perhaps need to disclose more sustainability information to signal that managers in such 

companies are allocating a certain amount of corporate resources in social events. This 

may likely alleviate some fears on the part of debt-holders as regard managers’ 

opportunistic activities.  

 

5.7.1.9.3 Firm Size 

The coefficient of firm size is also positive 17.9774 (t = 4.92 p = 0.000) and significant 

at 1 percent, indicating that larger companies disclose more sustainability information 

than smaller companies. This result is consistent with findings of the most prior 

disclosure research such as Ferguson et al. (2002), Abdrahman et al. (2011), Barakat et 

al. (2014) which found empirical evidence to support a positive relationship between 

firm size and sustainability disclosure. Based on the observed finding, the present study 

concludes that the larger the size of a company, the more such company disclose 

sustainability information. In the same way, the larger the size of the company, the more 
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likely it will apply resources into policies on corporate sustainability disclosure 

(Barakat et al., 2014). 

 

5.7.1.9.4 Liquidity 

The coefficient of liquidity was negative and non-significant in the model -3.2427 (t = 

-0.61 p = 0.543). This result specifies that liquidity is an insignificant variable in 

explaining sustainability disclosure, suggesting that companies with high liquidity level 

will not necessarily disclose more sustainability information than the less liquid 

companies. This finding is consistent with the study by Ho and Taylor (2007) and Lan 

et al. (2013) which indicates that liquidity is an insignificant variable in explaining 

voluntary disclosure in the annual report of companies. In the same way, Alajmi et al. 

(2015) also documents insignificant relationship between companies liquidity and 

corporate social disclosure among sampled industrial and service firms in Kuwait.  

 

5.7.1.9.5 Industry 

The influence of industry on companies’ sustainability disclose is highly significant 

with coefficient value 0.9366 (t = 5.07 p = 0.000). This suggests that industry 

membership is an important factor that explains the variation in sustainability 

information disclose in annual report of Nigerian listed companies. Studies that shared 

similar finding includes Camfferman and Cooke (2002), Kansal et al. (2014) and 

Albitar (2015). These studies found industry type having a significant positive 

relationship with corporate sustainability disclosure. This implies that companies’ 

likelihood of disclosing corporate sustainability information depends on their industrial 

affiliation. 
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Overall, the result of the regression analysis is summarised in Table 5.16. The aims is 

to provide a clear view of how the results answer the research questions post at the 

beginning of the study. The table contains a column for the proposed hypotheses, the 

description of the hypotheses, the predicted result, the actual result reported by the study 

and a conclusion. 

Table 5.16 

Summary of Predicted and Actual Results of the Regression Analysis in the Study 

Notes: +/Sig = positive and significant, -/sig = negative and significant, +/NSig = positive not 

significant, -/NSig = negative not significant. 

 

5.7.2 Findings and Discussion on the Moderating Effect of Intellectual Capital on 

Corporate Governance Attribute and Sustainability Disclosure 

This section presents the moderating effect of intellectual capital on the relationship 

between corporate governance variables and sustainability disclosure. With reference 

to the developed model in this study, intellectual capital is delineated as the moderator 

variable; corporate governance mechanisms are the predictor variables. Sustainability 

disclosure is the criterion variable. Firm-specific variables are the control variables. 

Corporate governance mechanisms include board size, board independence, board 

diversity and board meetings, management ownership, block ownership and foreign 

ownership. However, firm performance, leverage, firm size, liquidity and industry are 

Hypothesis Description of Hypothesis 
Predicted 

Result 

Actual 

Result 
Conclusion 

H1a 
BSIZE has a Significant Positive 

Influence on SRD. 
+/Sig +/Sig Supported 

H1b 
BIND has a Significant Positive 

Influence on SRD. 
+/Sig +/Sig Supported 

H1c 
BDIV has a Significant Positive 

Influence on SRD. 
+/Sig +/Sig Supported 

H1d 
BMEET has a Significant Positive 

Influence on SRD.  
+/Sig -/NSig 

Not 

Supported 

H2a 
MOWN has a Significant Positive 

Influence on SRD. 
+/Sig  +/Sig Supported 

H2b 
BOWN has a Significant Positive 

Influence on SRD. 
+/Sig +/Sig Supported 

H2c 
FOWN has a Significant Positive 

Influence on SRD. 
+/Sig +/Sig Supported 
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included as control variables in the model. The regression results are presented and 

discussed in the next sub-sections.  

 

5.7.2.1 Moderating Effect of Intellectual Capital on Board Size and Sustainability 

Disclosure 

The multiple regression result for the moderating effect of intellectual capital on board 

size and sustainability disclosure is as presented in Table 5.17. The regression result 

indicates a significant coefficient value 0.1195 (t = 4.29 p = 0.000) significant at 1 

percent. It should be recalled that the regression result for the direct effect of board size 

and sustainability disclosure as presented in Table 5.15 also produced a positive 

Table 5.17 

Moderating Effect of Intellectual Capital on Corporate Governance and Sustainability 

Disclosure 

Variables Expected Outcome Coef.          T-Value P Value 

CONS +/- 7.9111 4.14 0.000*** 

BSIZE + 0.0018 3.89 0.000*** 

BIND + 0.0015 0.52 0.601 

BDIV + 0.2312 3.34 0.001*** 

BMEET + 0.4609 2.27 0.023** 

MOWN + 6.9538 3.67 0.000*** 

BOWN + 0.2134 0.55 0.581 

FOWN + 2.6119 2.27 0.023** 

ICD + 6.8151 2.11 0.035** 

BSIZE*ICD + 0.1195 4.29 0.000*** 

BIND*ICD + 0.0043 0.85 0.395 

BDIV*ICD + 0.4501 3.83 0.000*** 

BMEET*ICD + 0.7982 2.28 0.023** 

MOWN*ICD + 3.5590 4.24 0.000*** 

BOWN*ICD + -0.3919 -0.58 0.561 

FOWN*ICD + 5.1699 2.54 0.011** 

FPM + 1.2940 1.93 0.053* 

LEV + 0.9984 4.07 0.000*** 

CSIZE + 7.6092 2.07 0.038** 

LIQ + -7.2613 -1.49 0.135 

INDUS + 0.6508 4.60 0.000*** 

Observations 
 

   480     
Notes: CONS = constant, BSIZE = board size, BIND = board independence, BDIV = board diversity, 

BMEET = board meetings, MOWN = management ownership, BOWN = block ownership, FOWN = 

foreign ownership, FPM = financial performance, LEV = leverage, CSIZE = firm size, LIQ = liquidity, 

INDUS = industry type, ICD = intellectual capital disclosure, BSIZE*ICD, BIND*ICD, BDIV*ICD, 

BMEET*ICD, MOWN*ICD, BOWN*ICD, FOWN*ICD are interaction terms, ***, **, * denote 

significant at 1%, 5%, and 10% levels respectively. 
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coefficient value 0.0024 (t = 2.94 p = 0.003). However, the coefficient value has 

increased from 0.0024 to 0.1195 so also the p-value which increased from 0.003 to 

0.000. This result demonstrates that intellectual capital has moderated the relationship 

between board size and sustainability disclosure. Therefore, intellectual capital is found 

to have a moderating impact on the association between board size and sustainability 

disclosure. Accordingly, hypothesis H3a is supported.  

 

The result of this study has proven that intellectual capital enhances the relationship 

between board size and sustainability disclosure. In view of this, Nigerian listed 

companies are encouraged to constitute board with a pool of experts who are diverse in 

knowledge and experience and capable of discharging board functions. Nigeria 

companies should as well invest more resources and efforts towards increasing their 

intellectual capabilities. These steps are likely to help companies improve their 

sustainability engagements. Besides, the findings of this study further support the 

perspective of Musali and Ismail (2012) which pointed out that, larger boards are more 

likely to include an increased pool of experts who will enhance the disclosure of 

corporate information through the adoption of boards’ information processing 

capabilities. Such boards are more likely to include a large spectrum of experts with 

diverse skills, educational and industrial backgrounds that will enhance board 

information processing capabilities. Therefore, larger boards are more likely to 

efficiently utilise intellectual capital strategies and processes to achieve an enhanced 

sustainability disclosure.  

 

The result further validates the view of Elsayed (2011) which claims that large board 

size enhances the ability of companies to establish links with the outside environment 
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through securing of more rare resources to an organisation. This, in turn, benefits 

corporate performance and enhance the disclosure of corporate information in the 

annual report of companies. Accordingly, the present study concludes that the level of 

sustainability disclosure would be higher if larger boards direct and support the 

development of intellectual capital in companies’ decision-making processes. 

 

5.7.2.2 Moderating Effect of Intellectual Capital on Board Independence and 

Sustainability Disclosure 

The regression result reveals that intellectual capital has no interactive power to 

influence the relationship between board independence and sustainability disclosure. 

As illustrated in Table 5.15, the regression output of board independence-sustainability 

relationship was positive and significant before inclusion of intellectual capital as a 

moderating variable 2.3006 (t = 3.34 p = 0.001). However, with the introduction of 

interaction term (intellectual capital*board independence), the relation becomes 

insignificant (t = 0.85 p = 0.395). This result has therefore specifies that intellectual 

capital is not a good moderator for the impact of board independence on sustainability 

disclosure. Accordingly, hypotheses H3b is not supported.  

 

The likely reason for the insignificant result observed in this study could be that, the 

proportion of independent directors in Nigerian corporate boards is quite low. The 

number is certainly low compared to the proportion of non-independent non-executive 

directors and also the executive directors. Therefore, due to the smaller number, 

independent directors rarely influence the decisions in boardrooms. In such 

circumstance, despite how effective companies’ intellectual capital process is, 

independent directors will not be able exert significant influence on the utilisation of 

such resource to achieve the necessary objectives. For this reason, independent directors 
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will not be in a better position to evaluate and ratify companies’ intellectually related 

strategies to achieve enhanced sustainability reporting.  

 

Accordingly, this study recommends to both policymakers and practitioners the need 

to come up with policies that will ensure that a substantial number of board members 

in Nigeria’s corporate boards are independent directors. This will ensure the 

effectiveness of the board in encouraging the use of intellectual capital initiatives to 

achieve a higher sustainability disclosure. This suggestion is in agreement with the view 

of Haniffa and Cooke (2002) which affirms that independent directors can provide 

organisations with wider expertise, prestige and the contract required to make key 

decisions about organisation resources. Accordingly, independent directors can play a 

key role in providing an array of resources including intellectual capital that aid in 

strategy execution (Kroll, Walters & Le, 2007). Besides, the result of this study 

contradicts the view that, boards with a higher proportion of independent non-executive 

directors will present higher independence and lower agency problems in corporate 

boards (Yan, 2017). Accordingly, independent directors will not be able to facilitate 

companies to make better intellectual capital investments (Yan, 2017). This will, in turn 

affect the utilisation of intellectual capital to enhance companies’ sustainability 

disclosure.  

 

The finding further opposes the view of Li et al. (2008), which suggests that the wider 

expertise and experience of independent directors will encourage companies’ 

management to take disclosure position beyond the usual uncritical adherence to 

prescribed norms, to a more proactive position through effective utilisation of 

intellectual capital policies and strategies. Based on the above evidence, the present 



Universlti Utara Malaysia 

288 

 

study concluded that, independent directors does not plays a significant role in 

encouraging the investment and efficient use of intellectual capital to achieve improved 

sustainability disclosure practice among Nigerian listed companies. Therfore, board 

independence does not act as an internal governance mechanism that will increase the 

disclosure of sustainability-related information by effective utilisation of intellectual 

capital policies and strategies in Nigeria’s business environment. 

 

5.7.2.3 Moderating Effect of Intellectual Capital on Board Diversity and 

Sustainability Disclosure 

The present study provides empirical evidence that board diversity positively affects 

sustainability disclosure after inclusion of interactive term (intellectual capital*board 

diversity) in the model. As shown in Table 5.15, the regression coefficient was positive 

and significant at 5 percent before interaction 0.2251 (t = 3.25 p = 0.001). Interestingly, 

with the present of the interaction term (board diversity*intellectual capital) as depicted 

in Table 5.17, the coefficient becomes significant at 1 percent 0.4501 (t = 3.83 p = 

0.000). This result typically suggests that intellectual capital has strengthen the 

relationship between board diversity and sustainability disclosure. Accordingly, the 

finding has proved that intellectual capital moderate the relationship between board 

diversity and sustainability disclosure. Therefore, this result has justified the acceptance 

of hypothesis H3c formulated in the earlier stage of this study. Besides, this result can 

also be explained using the RBV perspective which emphasises that, board diversity 

brings in new skills and resources including social attributes and gender-related values 

to the boards. They seem likely to be effective in promoting increased intellectual 

capital practices to achieve sustainable development (Romero et al., 2017).  
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The finding of a statistically significant moderating effect of intellectual capital on 

board diversity and sustainability disclosure should reinforce the initiatives of revising 

policies that will ensure investment of more resources and effort on intellectual 

initiatives among Nigerian listed companies. Also, increase gender diversification on 

corporate boards should be promoted by Nigerian regulators and practitioners. This is 

because higher levels of women representation on corporate board lead to future 

intellectual performance of an entity with more sensitivity to social and environmental 

concerns (Swartz & Firer, 2005). Logically, a diverse board can utilise intellectual 

capital strategies to achieve a higher level of sustainability disclosure. Intellectual 

capital strategies such as strategy for improving the understanding of customers and 

employees’ perception, strategy for promoting willingness to change and adapt, 

strengthening companies’ relationship with internal and external stakeholder group 

(Musali, 2015) are some of the intellectual capital processes that can be deployed to 

achieve this objective.  

 

The result of this study corresponds with the view of Romero et al. (2017) which 

emphasises that females bring new skills and resources to corporate boards and seems 

likely to be more effective in promoting the utilisation of intellectual capital to achieve 

greater social and environmental values. Therefore, the presence of females in corporate 

boardrooms is likely to assist in facilitating changes and provide generation of greater 

idea and innovations needed for enhancing disclosure of sustainability information 

(Swartz & Firer, 2005). From the above-presented evidence, formulation of intellectual 

capital related policies and strategies will improve the effectiveness of diverse board by 

providing better advice and counsel on strategic issues to management (Musali & 
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Ismail, 2015). This will, in turn, improve the disclosure of sustainability information in 

annual reports of companies. 

 

5.7.2.4 Moderating Effect of Intellectual Capital on Board Meetings and 

Sustainability Disclosure 

The test of interactive power of intellectual capital on board meetings and sustainability 

disclosure demonstrate significant moderation effect. Before the moderation, the direct 

relationship between board meetings and sustainability disclosure as presented in Table 

5.15 shows a statistically insignificant output -0.0291 (t = 0.66 p = 0.507). However, 

with the introduction of interaction term (intellectual capital*board meetings), the 

relationship strengthen, the coefficient value turn out to be significant at 5 percent 

0.7982 (t = 2.28 p = 0.023). This result therefore reveals that intellectual capital strongly 

moderate the relationship between board meetings and sustainability disclosure. The 

outcome has offer a general support for the perspective that intellectual capital 

moderate the relationship between board meetings and sustainability disclosure. 

Accordingly, hypothesis H3d is supported.  

 

The result of this study has supports the assertion of Wincent, Anokhin and Ortqvist 

(2010) which argues that board meetings improve the innovative performance of 

companies and help in handling uncertainties, which in turn improve intellectual capital 

performance and development. However, the result contradicts the views of Vafeas 

(1999), Lipton and Lorsch (1992). Both studies established that frequency of board 

meeting contributes to the consumption of the limited time of directors and does not 

advocate for a meaningful exchange of ideas among the board of directors. As such, 

board members may not have the ample time to examine the intellectual capital policies 

and strategies of companies. 
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Besides, the result of this study has demonstrated that Nigerian board members are 

doing their best in adapting to the changing circumstances that require the use of 

intangible resources to achieve higher sustainability reporting. The present study 

suggests that Nigerian policymakers should work toward the establishment of new 

commitments that will reinforce the role of directors in making strategic choices while 

taking into consideration the interest and concern of other stakeholders. Among other 

things, members of corporate boards should be required to deliberate during board 

meetings possible ways of using their intellectual capital resouces including experience, 

knowledge, skills and networking opportunities to engage companies’ stakeholders. 

This step is likely to contribute towards improving companies’ sustainability 

engagements. In this way, corporate boards will be able to monitor companies’ 

effectiveness in the deployment of intellectual capital to achieve a higher sustainability 

disclosure. 

 

5.7.2.5 Moderating Effect of Intellectual Capital on Management Ownership and 

Sustainability Disclosure 

The result of the interactive effect of intellectual capital on management ownership and 

sustainability disclosure is presented in Table 5.17. However, the regression output in 

the direct effect model as presented in Table 5.15 indicates a significant positive 

coefficient value 3.6976 (t = 2.56 p = 0.010). Intrestingly, with the integration of the 

interaction term (management ownership*intellectual capital), as shown in Table 5.17, 

the coefficient value increases 3.5590 (t = 4.24 p = 0.000). This result demonstrates that 

insertion of intellectual capital intensifies the strength of the relationship between 

management ownership and sustainability disclosure. Therefore, hypothesis H4a is 

supported.  
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Consistent with the findings above, it can be argued that management owners of 

Nigerian listed companies are paying attention to strategic organisational knowledge 

and intangible resources. Accordingly, this study expects management owners in 

Nigerian listed companies to intensify their involvement in value creation activities. 

Managerial owners should utilise intellectual capital resources they possess to create 

value and to motivate other elements of intellectual capital of the companies to perform 

more effectively. This will, in turn, improve the disclosure of sustainability information 

in the country. However, this view conforms with the suggestion of Swartz and Firer 

(2005) which affirms that greater management ownership in firms is likely to provide 

more disclosure on long-term issues including those related to intellectual capital. 

Accordingly, a company with a high proportion of management ownership is likely to 

make decisions on the entity’s intellectual capital with more sensitivity towards 

sustainability concerns. Therefore, the ability of managerial owners to focus on the 

long-term viability of a firm including the maintenance of companies’ intellectual 

capital base will allow companies to develop better strategies in allocating resource to 

diverse shareholders (Firer & Williams, 2005).  

 

5.7.2.6 Moderating Effect of Intellectual Capital on Block Ownership and 

Sustainability Disclosure 

The interactive effect of intellectual capital on block ownership and sustainability 

disclosure presents a statistically insignificant result. As shown in Table 5.17, the 

relationship indicate an insignificant coefficient value -0.3919 (t = 0.58 p = 0.561). 

This, therefore, implies that the findings produce no significant evidence to suggest that 

intellectual capital moderates the relationship between block ownership and 

sustainability disclosure. Therefore, intellectual capital is not a significant moderator in 
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the relationship between block ownership and sustainability disclosure. This finding 

opposes hypothesis H4b and therefore considered not supported.  

 

The possible reason behind the insignificant moderation effect is that block owners are 

widely known to attach less significance to information reported in companies’ annual 

report since they have regular access to such information internally. In such situation, 

block owners will indicate less interest in improving the disclosure of sustainability 

information through effective exploitation of companies’ intellectual capital processes 

and strategies. Alternatively, block holders are known to be more interested in profits 

and economic aspect of companies. For this reason, dominant shareholders may likely 

struggle towards achieving companies’ long-term financial stability without given 

recourse to intellectually related initiatives. In such a case, block owners may not be 

willing to encourage the investment in companies’ intellectual capital with the view to 

achieving a sustainable social and environmental disclosure.  

 

The implication of this findings is that block holders in Nigerian listed companies do 

not encourage companies to focus on intellectual capital in developing and evaluating 

sustainability disclosure strategies. Therefore, block holders should realise that 

improvement in sustainability reporting will most likely result from intellectual capital 

rather than allocation of scarce resources. Hence, there is need to holistically think 

about all intellectually related resources that can be used to create corporate 

sustainability through both intra and extra organisational relationships.  
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5.7.2.7 Moderating Effect of Intellectual Capital on Foreign Ownership 

Sustainability Disclosure 

The present study equally tests the moderating role of intellectual capital on foreign 

ownership and sustainability disclosure. As depicted in Table 5.15, the direct 

relationship between foreign ownership and sustainability disclosure was positive and 

statistically significant 0.0135 (t = 2.01 p = 0.045). Interestingly, the addition of 

interaction term (foreign ownership*intellectual capital) into the regression model 

improved the statistical significance of the relationship 5.1699 (t = 2.54 p = 0.011). This 

result has therefore confirmed the interactive power of intellectual capital on foreign 

ownership and sustainability disclosure. Accordingly, hypothesis H4c which predicts 

that intellectual capital positively moderate the relationship between foreign owneship 

and sustainability disclosure is supported.  

 

The result of this study implies that foreign investors are influencing Nigerian listed 

companies to invest in more value-creating activities that would contribute to better 

sustainability disclosure practices. This result is conceivable because foreign 

shareholders are more likely to outperform their domestic counterparts in terms of 

experience, monitoring, organisational and technological capabilities (Chahine & 

Tohme, 2009). For this reason, foreign shareholders are more likely to increase the 

efficiency of value creation activities in domestic companies. Hence, they are more 

likely to contribute toward better disclosure of socially related information through 

application of intellectual capital strategies. The result of this study is equally 

practicable because foreign ownership is seen as one of the effective mechanism that 

complement companies’ governance structure as it serve as a monitor on management 

regarding non-value maximisation activities. Therefore, given the value maximisation 

benefit of intellectual capital, foreign shareholders are likely to influence domestic 
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companies to invest in more intellectually related activities which would contribute to 

better corporate social disclosure practices.  

 

Besides, the result of the present study contradicts the assertion of  Laabas and 

Abdmoulah (2009) which affirms that most developing countries are viewed as risk-

prone areas by foreign investors. As such, foreign investors will rather keep a short-

term relationship with domestic companies in this region, thereby focusing on 

profitable opportunities instead of transfer of knowledge, skills and technologies that 

will likely deepen sustainability disclosure practices. The finding further opposes the 

view of Musali and Ismail (2012) which affirms that social psychological dynamics of 

locals often lead to resistance towards foreign owners in developing countries. 

Therefore, given the power of locals in corporate governance and decision-making 

processes, the decision of foreigners is likely to be given limited consideration or 

rejected altogether. On the contrary, the resut of this study implies that foreign investors 

are more likely to influence domestic companies to invest in intellectually related 

activities which would contribute to better corporate sustainability disclosure practices.  

 

Nevertheless, the summary of the results for the moderating effect of intellectual capital 

on corporate governance mechanisms and sustainability disclosure is presented in Table 

5.18. The summary encompasses the proposed hypotheses, the description of the 

hypotheses, the predicted result, the actual result reported by the study and a conclusion. 
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Table 5.18 

Summary of Predicted and Actual Results of the Regression Analysis for the Moderating Effect of 

Intellectual Capital on Corporate Governance and Sustainability Disclosure  

Hypothesis Description of Hypothesis 
Predicted 

Result 

Actual 

Result 
Conclusion 

H3a 
ICD Moderate the R/ship between 

BSize and SRD. 
+/Sig +/Sig Supported 

H3b 
ICD Moderate the R/ship Between 

BIND and SRD 
+/Sig +/NSig 

Not 

Supported 

H3c 
ICD Moderate the R/ship Between 

BDIV and SRD. 
+/Sig +/Sig Supported 

H3d 
ICD Moderate the R/ship Between 

BMEET and SRD. 
+/Sig  +/Sig Supported 

H4a 
ICD Moderate the R/ship Between 

MOWN and SRD 
+/Sig +/Sig Supported 

H4b 
ICD Moderate the R/ship Between 

BOWN and SRD 
+/Sig  -/NSig 

Not 

Supported 

H4c 
ICD Moderate the R/ship Between 

FOWN and SRD 
+/Sig +/Sig Supported 

Notes: +/Sig = positive and significant, -/sig = negative and significant, +/NSig = positive not significant, 

-/NSig = negative not significant. 

 

5.8 Additional Test 

This section provides a sensitivity analysis of the main models earlier estimated in this 

study. Sensitivity analysis is a test conducted to ensure robustness of results and to 

enhance the empirical models. It should be recalled that the full sample of this study 

consists of 480 firm-year observations from 80 Nigerian listed companies covering 

2010-2015. The study examines the effect of corporate governance variables on 

sustainability disclosure and also the moderating effect of intellectual capital on 

corporate governance mechanisms and sustainability disclosure. The main statistical 

analysis was conducted using the GLS regression model. Therefore, to confirm that the 

results of the main GLS analysis are robust across different models, two sensitivity 

analyses were performed. A heteroscedasticity-consistent covariance matrix estimator 

regression (HC3). Also, by splitting the sample companies into two groups (financial 

and non-financial sectors). The detail discussion of the sensitivity analyses is in the next 

sub-sections. 
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5.8.1 Sensitivity Analysis Using Heteroscedasticity-Consistent Covariance Matrix 

Estimator (HC3) Regressions  

A heteroscedasticity-consistent covariance matrix estimator was used to re-examine the 

main GLS models. The direct and moderating effect models were both repeated. The 

regression result for the effect of corporate governance mechanisms on sustainability 

disclosure is as presented in Table 5.19. From the Table, the result for all the 

relationships were consistent and qualitatively similar to the main GLS estimation in 

Table 5.15. The direction and the significance of the coefficients were practically the 

same for all variables in the model. Specifically, board size, board independence, board 

diversity, management ownership, block ownership and foreign ownership are 

significant and positively related to sustainability disclosure. On the contrary, board 

meetings did not have any significant influence on sustainability disclosure. 

 

 

Table 5.19 

Regression Result for HC3 Estimation for the Effect of Corporate Governance Mechanisms 

on Sustainability Disclosure 

Variables Expected Outcome Coef. T-Value P Value 

CONS +/- 1.6601 2.03 0.043** 

BSIZE + 0.1641 3.91 0.000*** 

BIND + 2.3006 2.40 0.017*** 

BDIV + 0.7789 3.45 0.001*** 

BMEET + -0.0291 -0.62 0.536 

MOWN + 3.6976 1.96 0.051* 

BOWN + 0.2053 1.84 0.067* 

FOWN + -0.1802 -0.72 0.470 

FPM + 0.0396 3.07 0.002*** 

LEV + 1.1087 3.59 0.000*** 

CSIZE + 17.9774 5.21 0.000*** 

LIQ + -3.2427 -0.80 0.425 

INDUS + 0.9366 4.79 0.000*** 

  Observations 
 

480     

Notes: CONS = constant, BSIZE = board size, BIND = board independence, BDIV = board diversity, 

BMEET = board meetings, MOWN = management ownership, BOWN = block ownership, FOWN 

= foreign ownership, ***, **, * denote significant at 1%, 5%, and 10% levels respectively. 
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The findings for the moderating effect of intellectual capital on the relationship between 

corporate governance mechanisms and sustainability disclosure is as delineated in 

Table 5.20. The regression result is also consistent with the findings in the main GLS 

regression analysis presented in Table 5.16 with the exception of the relationship 

between board independence and sustainability which was positive and significant. 

Alternatively, board meetings was significantly related to sustainability disclosure in 

the main GLS model but turn out to be negative and insignificantly associated with 

sustainability disclosure in the present estimation. Similar to the estimation in the main 

GLS model, board size, board diversity and management ownership and foreign 

ownership are significant and positively related to sustainability disclosure after 

incorporation of intellectual capital as a moderating variable. In contrast, there was no 

significant effect of block ownership on sustainability disclosure after integrating 

intellectual capital as a moderating variable. This result has, therefore, demonstrated 

that the regression analysis is robust across different regression models. Based on the 

preceding, the results of this study remain largely unchanged after this robustness test. 
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Notes: CONS = constant, BSIZE = board size, BIND = board independence, BDIV = board diversity, 

BMEET = board meetings, MOWN = management ownership, BOWN = block ownership, FOWN = 

foreign ownership, FPM = financial performance, LEV = leverage, CSIZE = firm size, LIQ = liquidity, 

INDUS = industry type, ICD = intellectual capital disclosure, BSIZE*ICD, BIND*ICD, BDIV*ICD, 

BMEET*ICD, MOWN*ICD, BOWN*ICD, FOWN*ICD, DOWN*ICD are interaction terms, ***, **, 

* denote significant at 1%, 5%, and 10% levels respectively. 

 

5.8.2 Sensitivity Analysis Based on Financial and Non-financial Sectors 

This sensitivity test is conducted to examine the effect of industry on the tested 

relationships. The study achieves this by splitting the sampled into two separate groups. 

The sample companies were grouped based on financial and non-financial sectors. 

Accordingly, companies belonging to the financial sector were group differently from 

companies in the non-financial sector. Financial sector companies are companies in the 

financial services industry comprising banks, insurance and other financially related 

companies. On the other hand, all other companies outside the financial service industry 

were group under non-financial sector. While 36 companies (45 percent of the sample 

size) made up the financial sector, 44 companies (55 percent) constitutes the non-

Table 5.20 

Regression Result for HC3 Estimation for Moderating Effect of Intellectual Capital on 

Corporate Governance Mechanisms and Sustainability Disclosure 

Variables 
Expected 

Outcome 
Coef.         T-Value P-Value 

CONS +/- 7.9111 2.99 0.003*** 

BSIZE + 0.6467 2.49 0.013** 

BIND + 0.1497 2.76 0.006*** 

BDIV + 1.4453 3.19 0.002*** 

BMEET + -0.4609 -1.73 0.084* 

MOWN + 0.1798 1.79 0.073* 

BOWN + -0.2134 -0.48 0.628 

FOWN + 2.6119 2.08 0.038** 

ICD + 0.3295 5.81 0.000*** 

BSIZE*ICD + 0.1195 4.58 0.000*** 

BIND*ICD + 0.2943 3.15 0.002*** 

BDIV*ICD + 2.6927 5.40 0.000*** 

BMEET*ICD + 0.7982 1.57 0.117 

MOWN*ICD + 0.4008 2.08 0.037** 

BOWN*ICD + 0.3919 0.45 0.655 

FOWN*ICD + 5.1699 2.05 0.041** 

FPM + 1.2940 1.76 0.079* 

LEV + 0.9984 3.79 0.000*** 

CSIZE + 7.6092 2.39 0.017** 

LIQ + -0.7.2613 -2.01 0.045 

INDUS + 0.6508 3.91 0.000*** 

Observations    480   
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financial sector, yielding a total of 216 and 264 firm-year observations respectively. 

Based on this criteria, the corporate governance mechanisms were re-run against 

sustainability disclosure. The findings are as specified in Table 5.21.  

From the Table above, Panel A represents the regression result based on the sample of 

companies from the financial sector. Alternatively, Panel B contains the result for 

companies in the non-financial sectors. Accordingly, the regression result for both the 

financial and non-financial sectors was largely similar to the main result outlined in 

Table 5.15. For Panel A, the findings are consistent with the main GLS estimation. 

Accordingly, board size, board independence, board diversity, management ownership, 

block ownership and foreign ownership indicates a significant positive influence on 

sustainability disclosure. On the other hand, board meetings was insignificantly related 

to sustainability disclosure similar to the regression output in the main GLS model. For 

Panel B, the findings were similar except foreign ownership which was significantly 

Table 5.21 

Relationship Between Corporate Governance Mechanisms and Sustainability Disclosure 

Based on Industrial Affiliation 

  Panel A: Financial            Panel B: Non-Financial 

Variables 
Exp. 

Out. 
Coef. T-Value P-Value Coef. T-Value P-Value 

CONS +/- 4.2974 4.90 0.000*** -0.3457 -0.34 0.735 

BSIZE + 0.0757 2.28 0.023** 0.7578 2.20 0.028** 

BIND + 3.7348 3.26 0.001*** 1.7453 2.04 0.041** 

BDIV + 1.3845 1.94 0.052* 0.2958 3.62 0.000*** 

BMEET + 0.0256 0.51 0.613 -0.1135 -1.59 0.113 

MOWN + 0.0828 2.70 0.007*** 0.4662 2.19 0.029** 

BOWN + 0.0023 1.68 0.093* 0.0028 1.76 0.078* 

FOWN + 0.2161 -1.65 0.100* 0.2161 0.72 0.472 

FPM + 0.0524 3.62 0.000*** 2.2479 2.46 0.014** 

LEV + 0.0235 4.07 0.000*** 1.7414 4.77 0.000*** 

CSIZE + 0.5103 5.09 0.000*** 32.1958 5.08 0.000*** 

LIQ + -2.9493 -2.50 0.012*** -12.0390 -1.62 0.106 

INDUS + 0.0084 2.99 0.003*** 1.0447 5.88 0.000*** 

Notes: CONS = constant, BSIZE = board size, BIND = board independence, BDIV = board diversity, 

BMEET = board meetings, MOWN = management ownership, BOWN = block ownership, FOWN = 

foreign ownership, ***, **, * denote significant at 1%, 5%, and 10% levels respectively. 
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related to sustainability disclosure in the main GLS but turn out to be insignificantly 

related to sustainability disclosure in this estimation. 

Moreover, the model for the moderating effect of intellectual capital on corporate 

governance variables and sustainability disclosure was also re-tested and presented in 

Table 5.22. Looking at Panel A of Table 5.22, the results are consistent with the main 

findings in Table 5.16 except board meeting which is positive and significant in the 

GLS model but insignicantly related to sustainability after the integration of intellectual 

capital in the present estimation. Therefore, this result suggest that intellectual capital 

has strengthen the relationship between board size, board diversity, management 

ownership foreign ownership on sustainability disclosure. In contrast, the influence of 

Table 5.22 

Relationship Between Corporate Governance Mechanisms and Sustainability Disclosure 

  Panel A: Sensitive            Panel B: Non-Sensitive 

Variables 
Exp 

Out 
Coef. T-Value P-Value Coef. T-Value P-Value 

CONS +/- -0.0202 -0.39 0.700 0.0405 1.28 0.200 

BSIZE + 0.0064 1.85 0.064* 0.3253 1.56 0.118 

BIND + 0.1063 1.62 0.106 1.9390 1.55 0.121 

BDIV + 0.2796 3.69 0.000*** 0.2312 3.34 0.001*** 

BMEET + 0.0031 0.55 0.580 -0.0035 -1.11 0.265 

MOWN + 0.9534 5.73 0.000*** 0.2742 2.42 0.015** 

BOWN + 0.0146 1.14 0.253 0.4300 0.56 0.574 

FOWN + 6.2483 4.04 0.000*** 4.8380 3.21 0.001*** 

ICD + 3.7714 3.23 0.001*** 3.6077 3.84 0.000*** 

BSIZE*ICD + 0.0133 2.32 0.021** 0.1665 3.86 0.000*** 

BIND*ICD + 0.1999 1.79 0.074* 0.2464 1.82 0.068* 

BDIV*ICD + 0.5066 3.95 0.000*** 0.4501 3.83 0.000*** 

BMEET*ICD + -0.0071 -0.73 0.464 -0.0048 -0.90 0.368 

MOWN*ICD + 1.9487 6.14 0.000*** 6.2379 3.22 0.001*** 

BOWN*ICD + -0.0239 -1.04 0.298 -0.9885 -0.72 0.471 

FOWN*ICD + 11.5526 4.24 0.000*** 8.8180 3.31 0.001*** 

FPM + 0.0511 3.80 0.000*** 0.0493 4.46 0.000*** 

LEV + 0.0176 3.27 0.001*** 0.0137 3.38 0.001*** 

CSIZE + 0.2638 2.63 0.009*** 0.1125 1.85 0.064* 

LIQ + -0.3768 -3.50 0.000*** -0.0716 -0.89 0.373 

INDUS + 0.0071 2.60 0.009*** 0.0096 4.12 0.000*** 

Notes: CONS = constant, BSIZE = board size, BIND = board independence, BDIV = board diversity, 

BMEET = board meetings, MOWN = management ownership, BOWN = block ownership, FOWN = 

foreign ownership, ***, **, * denote significant at 1%, 5%, and 10% levels respectively. 
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board independence, board meeting and block ownership on sustainability disclosure 

does not strengthen with the addition of intellectual capital as a moderator variable. 

 

For Panel B, the results for most of the relationships are the same with the findings of 

the main GLS estimation in Table 5.16. However, only the moderating effect of 

intellectual capital on the relationship between board meetings and sustainability 

disclosure deviate from the main analysis. Therefore, this result has demonstrated that, 

intellectual capital has improved the relationship between board size, board diversity, 

management ownership and foreign ownership on sustainability disclosure. 

Alternatively, intellectual capital does not have a significant interactive effect on the 

relationship between board independence, board meeting and block ownership on 

sustainability disclosure. Based on the preceding, this sensitivity test has further 

validated the empirical results and also ensure its consistency. Overall, the regression 

result of the two robustness tests was largely similar to the GLS multiple results 

reported in the prior sections. Accordingly, the results have confirmed the consistency 

of the main result and therefore enhance the empirical models.  

 

5.9 Chapter Summary 

This chapter presents the results and discussions of findings. The chapter commences 

with a presentation of the sample profile. The chapter further provides the descriptive 

analysis for all variables involved in the study. A correlation analysis which determines 

the strength and direction of the relationship between variables of the study was 

presented next. The regression analysis for both the direct and moderating relationship 

of the study were also presented and discussed. Followed by a summary of findings in 
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each case. Finally, a robustness analysis was conducted to test the sensitivity of the 

main analysis and to enhance the empirical models. 
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CHAPTER SIX 

CONCLUSION, CONTRIBUTIONS AND  

SUGGESTION FOR FUTURE RESEARCH  

 

6.0 Introduction 

The corporate scandals such as the WorldCom, Enron and Lehman Brothers appears to 

have drawn more attention to corporate sustainability reporting. This is based on the 

premise that, corporate sustainability disclosure is anticipated to contribute to the 

establishment of companies’ legitimacy with both specific target group and the general 

public (Giannarakis, 2014). Companies embark on corporate sustainability reporting 

for organisational, institutional and individual reasons (Diez et al., 2014). At the 

organisational level, corporate sustainability reporting actions mostly stem from an 

initiative generated from within a company which may either be in search of legitimacy, 

greater competitiveness or the need to satisfy a feeling of responsibility (Bansal & Roth, 

2000). Therefore, corporate governance practices and structures are one of the several 

initiatives that influence corporate sustainability reporting at the organisation level.  

 

Accordingly, a number of empirical studies were carried out in recent years on the 

impact of corporate governance attribute on sustainability disclosure (Amran & 

Haniffa, 2011; Brammer & Pavelin, 2006; Cormier & Magnan, 2003; Haddock, 2006; 

Haniffa & Cooke, 2005; Monteiro & Guzman, 2010; Tagesson et al., 2009). 

Specifically, studies were conducted on the influence of both board characteristics and 

ownership structure variables on sustainability disclosure. The results of these studies 

were equivocal. In addition to the equivocal findings, limited studies were undertaken 

in developing countries (Barako & Brown, 2008; Barako et al., 2006; Dhouibi & 

Mamoghli, 2013; Esa & Ghazali, 2012; Samaha et al., 2012). Therefore, the current 
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study adds a new perspective to the on-going debate on the direction of the relationship 

between board characteristics variables and ownership structure on sustainability 

disclosure in the context of Nigeria.  

 

As an extension of what is already known in the literature, the present study fills in 

some gaps by providing an empirical evidence on the effect of 1) board characteristics 

variables on sustainability disclosure, 2) ownership structure variables on sustainability 

disclosure, 3) the moderating effect of intellectual capital on the relationship between 

board characteristics mechanisms and sustainability disclosure and 4) the moderating 

effect of intellectual capital on the relationship between ownership structure elements 

and sustainability disclosure. This thesis documented that, intellectual capital as a key 

driver in companies’ value creation process moderates the relationship between board 

characteristics variables and sustainability disclosure as well as ownership structure 

variables on sustainability disclosure. 

 

6.1 Recapitulation of the Thesis 

This thesis is motivated by the voluntary nature of sustainability reporting practice in 

Nigeria and also the numerous challenges it faces. The practice is characterised by the 

absence of enforcement and inadequate legislation to foster compliance. Surprisingly, 

companies viewed sustainability reporting as merely a corporate philanthropy or a 

mechanism for strengthening the relationship with host communities. This partly 

accounts for the low disclosure of sustainability information which is considered 

inadequate to satisfy the needs of diverse stakeholders. On this premise, the present 

study examines the practice of sustainability reporting among Nigerian listed 
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companies and also the factors that influence the disclosure of sustainability 

information in annual reports of listed companies.  

 

Based on a review of related literature, the relationship between both board 

characteristics and ownership structure variables on sustainability disclosure provides 

equivocal finding and as such a definite conclusion was not reached. The present study, 

therefore, responded to this concern by introducing intellectual capital as a moderating 

variable. Intellectual capital represents the material knowledge, information, 

intellectual property and experience possessed by companies (Stewart, 1998). It is 

considered as a key driver in companies’ sustainable development. Therefore, it is 

likely to enhance the relationship between corporate governance mechanisms and 

sustainability disclosure.  

 

Accordingly, the study established a linkage between corporate governance 

mechanisms and sustainability disclosure through stakeholder theory. Stakeholder 

theory enables companies to appreciate sustainability reporting as a responsibility to all 

stakeholders not just shareholders. It stresses the need for companies to meet their social 

expectations with internal governance structure playing a prominent role. RBV theory 

was deployed to explain how intellectual capital moderates the relationship between 

corporate governance mechanisms and sustainability disclosure. RBV theory is based 

on the assumption that companies compete on the basis of resources and capabilities. 

Therefore, the ability of companies to develop rare, valuable, non-substitutable and 

imitable resources determines their competitive advantage.  
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The study’s findings was based on data for a sample of 80 companies listed on the 

Nigerian Stock Exchange for the years 2010-2015. A variety of statistical tests and 

analysis were undertaken, including descriptive and inferential analysis. First, a 

descriptive statistics was conducted on all the variables; the aim was to compress the 

data into a manageable form for a better and concise summary of the sample and 

measures. A descriptive statistics comprising minimum, maximum, mean and standard 

deviation were used to describe the variables. The results of the descriptive statistics 

for the independent, dependent, moderating and control variables were presented in 

chapter five.  

 

The overall descriptive statistics for the sustainability disclosure indicates a low 

disclosure of sustainability information for the sampled companies. Accordingly, the 

descriptive statistics on the extent of sustainability disclosure shows that human 

resource related disclosures are the most disclosed information in annual reports of 

sampled Nigerian companies. Specifically, disclosures on employment, community 

involvement, training and education received the highest attention. In contrast, 

environmental related information was the least disclosed information in annual reports 

of companies. Both the aggregate and the yearly analysis depicts that Nigerian listed 

companies tend to focus more on disclosure that is targeted towards social disclosure 

as compared to environmental disclosure. Besides, the descriptive statistics for the 

independent, moderating and control variables were also presented in the same chapter 

five.   

 

Secondly, a correlation analysis was performed in chapter five of the study. The result 

of the correlation analysis suggests no severe multicollinearity among the independent 
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variables. The highest correlation values between independent variables are CSIZE and 

ICD (0.6), which is sufficiently below the recommended threshold value of 0.90 or 

more. Thirdly, a multiple regression analysis was conducted to test the relationships in 

the study. A diagnostics tests were conducted first, these includes normality test, 

multicollinearity, test for autocorrelation, homoscedasticity test, model specification 

test and omitted variable test. These tests were conducted to avoid possible violation of 

key assumptions underlining the application of multivariate data analysis. This was 

followed by testing the direct relationship between corporate governance mechanisms 

and sustainability disclosure. The moderating effect of intellectual capital on corporate 

governance mechanisms and sustainability disclosure was also tested.  

 

Finally, a robustness test was performed for all estimations to ensure consistency of the 

main GLS analysis. To confirm that the results of the main GLS analysis are robust 

across different models, two sensitivity analyses were performed. A heteroscedasticity-

consistent covariance matrix estimator regression. Also, by splitting the sample 

companies into two groups (financial and non-financial sectors). As expected, the result 

for all the re-estimated models were qualitatively similar to those of the main model.  

Accordingly, the GLS regression results were confirmed to be robust across different 

regression models. 

 

6.2 Summary of Findings 

This section discusses further the findings that spring from the analysis to respond to 

the research question raised in the first chapter of this study. The outcome of the 

multiple regression answers the research questions. It should recall that there are four 

research questions set out in this study, this includes 1) Do board characteristics 
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influence companies’ sustainability disclosure? 2) Do ownership structure influence 

companies’ sustainability disclosure? 3) Do intellectual capital moderates relationship 

between board characteristics and companies’ sustainability disclosure? 4) Do 

intellectual capital moderates relationship between ownership structure and companies’ 

sustainability disclosure? Therefore, the findings were presented based on the research 

objectives set out in the earlier part of the study. The findings are summarised as 

follows:  

 

The first objective focused on the relationship between board characteristics and 

sustainability disclosure. Board characteristics variables include board size, board 

independence, board diversity and board meetings. Sustainability disclosure is the 

dependent variable. Accordingly, the findings from this study support a positive 

relationship between board size and sustainability disclosure. This relationship was 

positive and significant at 1 percent, implying that increase in board size will lead to 

higher disclosure of sustainability information among Nigerian listed companies. The 

finding support hypothesis H1a conjectured in chapter three of this study. Accordingly, 

the result has confirmed the prior prediction that larger boards will be able to exercise 

better monitoring of sustainability disclosure information in annual reports of 

companies. Essentially, this result implies that, as the size of Nigerian corporate boards’ 

increases, sustainability disclosure increases as well. 

 

The relationship between board independence and sustainability disclosure was 

positive and significant. This result has validated the hypothesis initially formulated in 

the study. Accordingly, hypothesis (H1b) which postulates a positive relationship 

between board independence and sustainability disclosure is supported. The result of 
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this study equally coincides with the popular view that independent directors have a 

wider outlook beyond companies’ financial measures. As such, they are also expected 

to incline towards companies’ sustainability disclosure (Jizi, 2017). Accordingly, 

independent directors are more efficient in overseeing management activities and more 

likely to encourage companies’ management toward long-term value maximisation 

activities. Hence, increased in the proportion of independent directors among Nigerian 

listed companies will lead to higher disclosure of sustainability information in their 

annual reports.  

  

Board diversity was significant and positively associated with sustainability disclosure 

at 1 percent significant level. Thus, hypothesis H1c is supported implying that higher 

number of women directors on corporate boards will lead to greater disclosure of 

sustainability information. Therefore, the result of this study supports the view that 

women tend to be more stakeholder focused and long-term oriented than their male 

counterparts. They are better in integrating the interests of multiple stakeholders, 

including employees, communities, customers and suppliers with the performance-

based interests of shareholders (Harrison & Coombs, 2012). Accordingly, the 

appointment of more women into corporate boards is viewed as a remedy for improving 

the ability of corporate boards to deal with social disclosure issues (Deschenes et al., 

2015). Overall, the findings of the present study suggest that Nigerian companies with 

more women on their corporate boards tend to act in a more socially responsible ways 

than those with fewer or no women.    

 

The board meeting variable was found to be insignificantly related to sustainability 

disclosures. The result contradicts the positive relationship postulated earlier in the 
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study. Hence, hypothesis H1d is not supported. The possible explanation for the 

insignificant result observed in this study is that frequency of board meetings enables 

companies’ directors to establish personal ties with companies’ insiders whom they are 

assigned to monitor. This is capable of reducing the board monitoring effectiveness 

including monitoring on social disclosure initiatives (Barros et al., 2013). Similarly, 

corporate boards that meet more frequently with all its members is a signal of 

continuous monitoring to the market, thereby reducing the need for public information 

disclosure in companies’ annual reports (Barros et al., 2013). Based on this evidence, 

the frequency of board meetings may likely have an insignificant impact on social 

disclosure in companies’ annual reports. 

 

The second objective relates to ownership structure variables and sustainability 

disclosure. Ownership structure variables include management ownership, block 

ownership and foreign ownership. Accordingly, the multiple regression analysis 

provides evidence of a positive relationship between management ownership and 

sustainability disclosure. Hence, H2a is supported. This suggests that increased in the 

proportion of management ownership will lead to higher disclosure of sustainability 

information. This result has substantiate the view of Kim et al. (2015) which affirms 

that managers are widely known to have greater incentive to monitor companies’ 

activities and make long-term investment decisions that will improve companies’ long-

term value. Accordingly, managers will strive to monitor and align companies’ 

activities toward attaining a higher level of corporate sustainability which in a long-run 

brings about improved firm performance. Accordingly, this study concludes that 

management ownership plays a crucial role in the disclosure of sustainability 
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information and also serve as a tool for generating a greater alignment of interest 

between management and stakeholders.  

  

Remarkably, block ownership was found to be positive and significantly related to 

sustainability disclosure. The finding supports the hypothesis formulated in chapter 

three of this study. Hence, H2b is supported, suggesting that increase in the proportion 

of block ownership will lead to higher disclosure of sustainability information among 

Nigerian listed companies. The likely reason for the significant findings observed in 

this study is that block shareholders are widely known to place greater emphasis on 

maintaining their reputation which is linked to companies they possess (Anderson, 

Mansi & Reeb, 2003). Accordingly, sustainability reporting initiatives may serve as a 

protection mechanism against possible adverse contingencies for companies. For this 

reason, block shareholders are more likely to adopt decisions that will take into account 

social and environmental consideration with the view to defend their reputation and that 

of their companies. Hence, block holders are likely to support greater disclosure of 

sustainability information in the annual report of companies.  

     

The relationship between foreign ownership and sustainability disclosure was positive 

and significant at 5 percent. The result reveals that foreign ownership has significant 

influece in the disclosure of sustainability information. Accordingly, hypothesis H2c is 

supported. This finding implies that foreign owners are likely to place a relatively 

greater emphasis on the disclosure of socially responsible activities. Therefore, the 

result has confirmed the positive monitory role played by foreign owners in companies 

information disclosure. The result has further validated the view of Muttakin and 

Subramaniam (2015) which affirms that, foreign shareholders have different values and 
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knowledge related to the broader global issues. Hence, there are more likely to 

encourage the disclosure of sustainability information in annual reports of companies. 

Based on the preceding, this study concludes that foreign ownership has a significant 

positive influence on companies’ sustainability disclosure. Hence, increase in foreign 

ownership will lead to higher disclosure of sustainability information in the annual 

reports of Nigerian listed companies. 

 

Moreover, the third objective measures the moderating effect of intellectual capital on 

board characteristics and corporate sustainability disclosure. The result of this study 

evidence a significant positive relationship between board size and sustainability 

disclosure after inclusion of intellectual capital as a moderating variable. This, 

therefore, suggests that intellectual capital enhances the relationship between board size 

and sustainability disclosure. Hence, hypotheses H3a is supported. The result of this 

study demonstrates that intellectual capital is a vital resource for companies 

sustainability drive. Therefore, corporate boards can utilise this resource to achieve a 

sustainable social and environmental performance. Accordingly, companies with larger 

board structure are more likely to adopt information processing capabilities to enhance 

the disclosure of sustainability information in annual reports of companies.  

 

The study equally tests the moderating effect of intellectual capital on board 

independence and sustainability disclosure. The result indicates that intellectual capital 

has no significant interactive effect on the relationship between board independence 

and sustainability disclosure. Thus, hypotheses H3b is not supported. This result implies 

that intellectual capital is not a good moderator for the impact of board independence 

on sustainability disclosure. The possible explanation for the non-moderation effect 
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could be attributed to the assertion of Al-Moataz and Hussainey (2012) who affirms 

that independent directors are not necessarily independent in most developing 

countries. In such case, despite how effective companies’ intellectual capital process is, 

independent directors will not be able to utilize such resource to achieve the necessary 

objectives. 

 

Interestingly, the moderating effect of intellectual capital on board diversity and 

sustainability disclosure indicates a significant positive value. This implies that 

intellectual capital has an interactive effect on the relationship between board diversity 

and sustainability disclosure. Accordingly, H3c is supported. Generally, women are 

known to have a more detailed thoughts when it comes to decision-making. They 

closely analyse issues before making a decision which often results in consideration of 

problems and its alternative solutions (Rasmini, Wirakusuma, & Yuniasih, 2014). 

Similarly, women in boardrooms may likely be the promoters of greater innovation and 

flexibility in the decision-making process of companies. They may be better at 

improving companies understanding of customers and its employees as well as in 

strengthening companies’ relationships with both internal and external stakeholder 

groups. Therefore, a diverse board can position the intellectual capital strategies 

mentioned above to achieve a successful sustainability practice in companies.  

 

The result from the multiple regression analysis also evidenced significant moderating 

effect of intellectual capital on board meetings and sustainability disclosure. This 

suggest that intellectual capital has strengthen the relationship between board meetings 

and sustainability disclosure. This result has therefore demonstrated that, frequency of 

board meetings have a significant impact on companies’ social disclosure through 
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intellectual capital interaction. Accordingly, H3d is supported. Besides, the result of this 

study has supported the view of Barros et al. (2013) which affirms that, frequency of 

board meetings is view as a pledge for a continuous share of information with managers. 

Therefore, a sufficient number of board meetings will lead to monitoring effectiveness 

and pressure management to improve their disclosure decisions. Accordingly, the result 

of this study concludes that frequency of board meetings will lead to effective 

utilization and management of intellectual capital strategies and processes to achieve a 

higher sustainability disclosure. 

 

Nevertheless, the fourth objective addresses the moderating effect of intellectual capital 

on the relationship between ownership structure and sustainability disclosure. 

Accordingly, the result of the multiple regression analysis suggests that intellectual 

capital positively moderates the relationship between managerial ownership and 

sustainability disclosure. Therefore, H4a is supported, implying that the relationship 

between management ownership and sustainability disclosure is strengthened with the 

addition of intellectual capital as a moderating variable. This result has typically 

demonstrated that management ownership has significant positive influence on 

sustainability disclosure after incorporation of intellectual capital as a moderating 

variable. More specific, management ownership leads to higher sustainability 

disclosure with the interactive role of intellectual capital. Accordingly, this result has 

therefore shown that the value creation of intangible assets and innovations is a 

dominant resource that drives sustainability disclosure (Liang et al., 2011). As such, 

effective management of knowledge-based intellect and intangible assets is a strong 

mechanism for enhancing the role of managerial shareholders in the disclosure of social 

information in the annual report of companies.  
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On the contrary, the finding shows that intellectual capital does not moderate the 

relationship between block ownership and sustainability disclosure. This result 

contradicts the significant positive relationship anticipated in this study. Hence, H4b is 

not supported. This suggests that despite including intellectual capital as an interactive 

variable, block ownership does not seem to have a significant influence on 

sustainability disclosure. The likely reason behind this finding may be that block 

holders are widely known to support corporate stability rather that corporate 

innovations (Goebel, 2015), and intellectual capital is closely tied to innovation. In this 

regard, block holders will most probably focus on policies that will ensure the stability 

and long-term solvency of companies instead of intellectual capital innovation and 

processes that improves sustainability disclosure practice.  

 

Another probable reason for the insignificant findings observed in this study is that 

block shareholders are widely known to be short term oriented investors whose main 

concern is to maximise their financial gains. For this reason, they may likely view 

investment in sustainability activities as an unnecessary investment that is capable of 

reducing their financial returns. In such case, block owners may not be willing to 

encourage the introduction of new products, advanced technologies and other 

intellectually related innovations to enhance the disclosure of sustainability information 

in their host countries.  

 

Moreover, the moderating effect of intellectual capital on foreign ownership and 

sustainability disclosure produce a significant positive result. The findings reveal that 

intellectual capital has moderated the relationship between foreign ownership and 

sustainability disclosure. Hence, hypothesis H4c formulated in chapter three is 
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supported. Based on this result, intellectual capital is found have a significant joint 

effect with foreign ownership on sustainbility disclosure. Typically, foreign 

shareholders mostly reside in more advanced countries, countries with more developed 

corporate governance systems. They are mostly into multi-national businesses and thus 

invest in local companies. They potentially hold different values and have wider 

knowledge because of their exposure to foreign markets. For this reason, foreign 

shareholders would be more interested in increasing the efficiency of value creation 

activities in domestic companies. In such case, foreign owners are more likely to 

contribute toward better disclosure of sustainability related information through 

application of intellectual capital strategies. 

 

6.3 Research Contributions and Implications 

As highlighted in chapter one, the present study offers some contribution to knowledge. 

The study contributed theoretically, methodologically and practically. 

  

6.3.1 Theoretical Contributions 

The present study empirically investigates the relationship between corporate 

governance mechanisms and sustainability disclosure. In doing so, the study contributes 

by expanding the scope of extant research on corporate governance mechanisms and 

sustainability disclosure in the context of Nigeria. The study extends this relationship 

by introducing intellectual capital as a moderating variable. This is expedient due to 

lack of research on the moderating effect of intellectual capital on corporate governance 

mechanisms and sustainability disclosure. The finding of this study was based on a 

sample of 80 companies listed on the Nigerian stock exchange.  

 



Universlti Utara Malaysia 

318 

 

Based on the research findings as evidence in the result and data analysis section, 

intellectual capital has proven to be a variable that strengthens the relationship between 

most corporate governance mechanisms and sustainability disclosure. These findings 

extend the direction of the corporate governance-sustainability disclosure relationship 

beyond what was previously documented in the extant literature. Also, the study 

extends the horizon of both stakeholder theory and resource-based view theory as 

underpinning assumptions in the study. Specifically, the present study has shown that 

stakeholder theory is an appropriate theoretical framework for the study of corporate 

governance-sustainability relationship. In this regard, the findings of this study has 

confirm the proposition of Clarkson (1995) and Wood and Jones (1995) who consider 

stakeholder theory as the most appropriate theoretical framework for the study of 

corporate sustainability performance concept. Also, the study extends the perspective 

of RBV theory by explaining how intellectual capital moderates the relationship 

between corporate governance mechanisms and sustainability disclosure. 

 

6.3.2 Methodological Contributions 

Outside of the aforementioned theoretical contributions, methodological approach is 

another significant contribution of this study. Most extant literature specifically 

Nigerian studies, conduct research on some specific sectors such as financial, 

manufacturing or conglomerates. Other studies only consider large companies or 

companies with the most actively traded stocks, thereby neglecting the small or medium 

companies. The present study extends such studies by considering all companies listed 

on Nigerian stock exchange irrespective of sector. Accordingly, all companies have the 

chances of being selected as a sample. This approach is believed to provide a better 

representation of listed companies in the market and a more generalised finding.  
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Similarly, some of the available Nigerian sustainability disclosure literature were cross-

sectional studies which utilise data for a single year. The present study extends the 

existing literature by conducting longitudinal research that considered data for a period 

of six (6) years spanning 2010 to 2015. The findings of this study provide sufficient 

evidence in tracing the trend of how corporate governance mechanisms influences the 

disclosure of sustainability information in companies' annual reports. Also, some of the 

existing studies only focused on companies that are considered as highly sensitive or 

environmentally polluting, such as oil and gas, construction and building material, 

chemicals, forestry and paper, mining, paper and utilities. The present study contributes 

by considering all sectors in the market irrespective of how sensitive their activities 

affect the environment. This approach provides a better understanding of how corporate 

mechanisms influence sustainability disclosure in Nigeria. Based on this approach, the 

findings are better generalised to companies in all sectors of the market. 

  

Next, this study equally contributes by extending prior research that only considered 

companies’ annual reports as the only source of data for their study. The present study 

utilises other competing sources of information such as sustainability stand-alone 

reports, companies websites and facts books in addition to corporate annual reports. 

Therefore, the inclusion of other sources of information further strengthens the findings 

of this study. Similarly, the present study extends the existing sustainability disclosure 

literature by using a GRI G4 disclosure index which serves as a checklist for deriving 

disclosure indices in the annual report of companies. The GRI G4 checklist is a more 

recent sustainability disclosure index that is widely accepted all over the world. The 

index is considered sufficient enough to capture all components of social and 

environmental disclosure reported by companies.  
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Lastly, this study also extends the existing literature by utilising sentence as a means of 

codifying content instead of word or page count. Using sentence for codifying the 

contents of annual reports is likely to provide, complete, reliable and more meaningful 

data for analysis (Milne & Adler, 1999).  

 

6.3.3 Practical Contribution 

This study is important to companies’ management, policymakers and regulatory 

bodies in many ways. The result from this study provides valuable insight for top 

management of companies who are willing to enhance the disclosure of sustainability 

information for the benefit of all stakeholders. The findings from this study provides 

clear evidence that many corporate governance mechanisms impact positively on 

corporate sustainability disclosure. The results shows that many of the governance 

factors investigated appear to have a greater and stronger influence on the sustainability 

disclosure. This provides a useful avenue for companies to carefully identify those 

corporate governance attributes that are essential in enhancing their corporate 

sustainability practices. In this way, companies can focus on areas in which corporate 

sustainability reporting exposure can give a more strategic advantage in building 

relationships with stakeholders.  

 

Recently, there has been much emphasis on increasing the disclosure of sustainability 

information without much consideration of the value of such disclosure for 

stakeholders’ decision-making purposes (Kamal, 2012). From this viewpoint, the 

findings put forth in this study necessitate the need to incorporate greater transparency 

into corporate governance structures in companies. Accordingly, this study suggests 

reinforcement of changes in companies’ governance processes to enhance its 
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functionality. Specifically, companies should reinforce their corporate boards by 

ensuring heterogeneity in terms of diversity, experience, knowledge and proficiency in 

conduct of board functions. Similarly, companies should appoint more independent 

directors to corporate boards as independent directors can contribute towards 

guaranteeing the interests of both shareholders and other stakeholders. At least one-

third of directors be independent. Also, more competent and qualified women be co-

opted into corporate boards, this will help companies realise the benefits related to such 

diversity. These steps are likely to enhance the practice of sustainability reporting and 

increase its disclosure among Nigerian listed companies. 

 

Besides, the findings of this study equally provides authentication that show the 

significance of intellectual capital in companies’ operational strategies and policies. As 

evidence in the prior chapter, the regression analysis reveals that intellectual capital 

moderates the relationship between most of the corporate governance elements and 

sustainability disclosure. Based on this insight, the present study recommends that 

henceforth management of Nigerian listed companies should not merely view corporate 

governance mechanisms as the main determinants of companies’ sustainability 

disclosure. Companies should thoroughly review their intellectual capital processes and 

procedures to enhance companies’ sustainability disclosure practices. Particularly, 

companies should strive to deepen their intellectual capital initiatives and should place 

greater emphasis on its utilisation to enhance sustainability information disclosure. 

Accordingly, Nigerian listed companies who seek to better their sustainability 

disclosure practices are recommended to support initiatives that will enhance their 

corporate governance processes and also increase the advancement of their intellectual 

capital initiatives. 
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Additionally, prior studies emphasised on the need for proactive attention towards 

companies’ sustainability issues. The findings of this study provide an insight to the 

management of companies to be more serious in meeting the expectations of diverse 

stakeholders. Companies should be more socially responsible to the environment in 

which they operate as socially responsible companies are known to have an enhanced 

brand image and a positive reputation among stakeholders. Companies should work 

toward strengthening their corporate governance strutures to enhance sustainability 

reporting. Specifically, companies operating in the Niger Delta region of the country 

where environmental crisis and civil unrest is gradually crippling industrial activities.  

 

The findings are also useful to Nigerian policymakers particularly in formulating 

policies that affect sustainability reporting practices. It is worthy of note that there is no 

single unified acceptable framework in Nigeria that regulates the disclosure of 

sustainability information in annual reports of companies. However, organisations such 

as the CBN, NAICOM and NSE are determined to improve sustainability reporting 

practice in the country. This is responsible for the marginal increase in sustainability 

reporting among listed companies over the years. However, there are still wide 

differences regarding items that are disclosed in annual reports of the companies. A 

possible suggestion is to adopt a single disclosure framework such as the one proposed 

by the GRI, to ensure uniformity in sustainability disclosure practice and to certify that 

the practice meets a minimum threshold of reliability and relevance.     

 

Besides, Nigerian policymakers and regulators need to also create awareness among 

companies by demonstrating that socially responsible companies could enhance 

corporate reputation by improving corporate sustainability reporting. Top management 
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of companies should be made to understand that, allocation of corporate resources to 

social practices is not expropriation but rather an investment in the long-term economic 

benefits of the companies. Through this avenue, corporate managers can achieve 

legitimacy for corporate sustainability performance. By so doing, their credibility and 

reputation will significantly improve and will help persuade shareholders that the 

managers have their common interests at heart. Nigerian policymakers should as well 

encourage corporate management to consider corporate sustainability practice as part 

of a strategic component of their broader corporate strategy by paying serious attention 

to stakeholders and sustainability concerns.  

 

Nigerian government needs to also put in place stronger policy statements and actions 

that will encourage companies operating in the country to engage more in sustainability 

practices. This step is expedient as is likely to ensure congruence between 

organisational decisions and actions as well as social values and corporate legitimacy. 

This study further recommends that Nigerian government should collaborate with both 

private and public agencies to establish a sustainability disclosure database that will 

guide social and environmental reporting in the country. Finally, the relevant 

government agencies need to make a concerted effort by providing more detailed 

guidance regarding corporate sustainability disclosure. Above all, effort should be 

made to foster a culture of environmental consciousness among companies. This step 

is likely to alter corporate managers’ view towards sustainability issues as well as their 

corporate behaviour.  
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6.4 Limitations and Area of Future Research 

While this study’s evidence is robust and important, some caveats should be considered 

for a more appropriate and better interpretation. First, the study employs a binary 

scoring scheme which treats every sustainability disclosure item as having equal 

importance. This approach is widely referred as an unweighted disclosure indices and 

its only indicates the presence of a disclosure item and not its quality. This approach 

differs from the weighted disclosure indices which assign weights to each item of 

sustainability based on prominence. Future studies may decide to improve their analysis 

by constructing both weighted and unweighted disclosure indices with the view to 

determine whether similar conclusion can be drawn from both types of indices.  

 

Secondly, the present study relied on quantitative research with annual reports and 

sustainability stand-alone reports as the main source of data. It should be noted that 

examination of companies’ annual reports involves a degree of subjectivity which could 

reduce the reliability of results. Future research may wish to undertake a quantitative 

research approach that will involve both primary and secondary data sources. In so 

doing, the researcher might be able to complement the quantitative approach with a 

survey method using either questionnaires or interviews. This may help enrich the 

empirical findings and also assist in unraveling other factors that might influence 

corporate sustainability disclosure in annual reports of companies. 

 

Third, it is also worthy of noting that this study incorporates some number of 

governance characteristics in its main models, but the list of determinants of 

sustainability disclosure is still not exhaustive. While it is not possible to exhaust all 

variables, future studies are encouraged to incorporate as many variables as possible in 
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a bid to understand factors that affect the disclosure of sustainability information in 

annual reports of companies. Alternatively, studies may also go further to investigate 

other external factors such as political factors, regulatory powers and legal issues. These 

factors are also considered vital in determining the disclosure of sustainability 

information in annual reports of companies. These, therefore, provide a fruitful avenue 

for future research.  

 

Fourth, the present study was unable to consider cultural factors in determining the 

extent of sustainability disclosure in annual reports of companies. It would be valuable 

to explore how corporate sustainability disclosure is practiced in different countries and 

how cultural factors affect the disclosure of sustainability information. This will 

provide a basis for verifying whether dimension in culture is an essential element in 

understanding the concept of sustainability reporting.  

 

6.5 Concluding Remarks 

This section discusses the major contributions, limitations, and recommendations for 

future research. Besides, the study provides insight on how corporate governance 

mechanisms influence the disclosure of sustainability information within Nigerian 

context. Overall, the practice of disclosing sustainability information in annual reports 

of Nigerian listed companies is a welcome development. Therefore, the practice despite 

being voluntary and low in Nigerian and indeed most developing countries, it serves as 

a medium for satisfying the needs of diverse stakeholders. However, effective and 

efficient utilisation of intellectual capital is critical in shaping the disclosure of 

sustainability information in annual reports of companies. 
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Appendix A 

GRI G4 Sustainability Disclosure Score Card 

S/N CODE INDICATORS 

WEIGHT 

SCORE 

SOCIAL DISCLOSURES 

    Labor Practice and Decent Work Disclosure   

1 Employment   

  
LA1 

Total number and rates of new employee hires & employee 

turnover by age group, gender and region.                                                                                        
1 

  
LA2 

Benefits provided to full-time employees not provided to 

temporary or part-time employees. 
1 

  
LA3 

Return to work and retention rates after parental leave, by 

gender.    
1 

Sub-Total 3 

2 Labour/Management Relations   

  

LA4 

Minimum notice periods regarding operational changes, 

including whether these are specified in collective 

agreements. 

1 

3 Occupational  Health and Safety   

  
LA5 

Percentage of total workforce represented in formal joint 

management-worker health & safety committees.            
1 

  

LA6 

Type of injury and rates of injury, occupational diseases, lost 

days, and absenteeism, and total number of work-related 

fatalities, by region and by gender.    

1 

  
LA7 Workers with high incidence or high risk of diseases related 

to their occupation.                                             
1 

  
LA8 

Health and safety topics covered in formal agreements with 

trade unions. 
1 

Sub-Total 4 

4 Training and Education   

  
LA9 

Average hours of training per year per employee by gender, 

and by employee category.                                                           
1 

  

LA10 

Programmes for skills management and lifelong learning 

that support the continued employability of employees and 

assist them in managing career endings. 

1 

  

LA11 

Percentage of employees receiving regular performance and 

career development reviews, by gender and by employee 

category.  

1 

Sub-Total 3 

5 Diversity and Equal Opportunity   

  

LA12 

Composition of governance bodies and breakdown of 

employees per employee category according to gender, age 

group, minority group membership, and other indicators of 

diversity. 

1 
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6 Equal Remuneration for Women and Men   

  
LA13 

Ratio of basic salary and remuneration of women to men by 

employee category, by significant locations of operation. 
1 

7 Supplier Assessment for Labour Practices   

  
LA14 

Percentage of new suppliers that were screened using labour 

practices criteria.                                                    
1 

  
LA15 

Significant actual and potential negative impacts for labour 

practices in the supply chain and actions taken.    
1 

Sub-Total 2 

8 Labour Practices Grievances Mechanisms   

  

LA16 

Number of grievances about labour practices filed, 

addressed, and resolved through formal grievance 

mechanisms. 

1 

    Human Rights Related Disclosure   

9            Supplier Assessment for Labour Practices   

  

HR1 

Total number and percentage of significant investment 

agreements and contracts that include human rights clauses 

or that underwent human rights screening.                                                   

1 

  

HR2 

Total hours of employee training on human rights policies 

or procedures concerning aspects of human rights that are 

relevant to operations, including the percentage of 

employees trained. 

1 

Sub-Total 2 

10 Non-Discrimination   

  
HR3 

Total number of incidents of discrimination and corrective 

actions taken. 
1 

11 Freedom of Association and Collective Bargaining   

  

HR4 

Operations and suppliers identified in which the right to 

exercise freedom of association and collective bargaining 

may be violated or at significant risk, and measures taken to 

support these rights. 

1 

12 Child Labour   

  

HR5 

Operations and suppliers identified as having significant risk 

for incidents of child labour, and measures taken to 

contribute to the effective abolition of child labour. 

1 

13 Forced or Compulsory Labour   

  

HR6 

Operations and suppliers identified as having significant risk 

for incidents of forced or compulsory labour, and measures 

to contribute to the elimination of all forms of forced or 

compulsory labour. 

1 

14 Security Practices   

  

HR7 

Percentage of security personnel trained in the 

organisation’s human rights policies or procedures that are 

relevant to operations. 

1 

15 Indigenous Rights   



Universlti Utara Malaysia 

371 

 

    Society Related Disclosures   

19            Local Communities   

  

SO1 

Percentage of operations with implemented local 

community engagement, impact assessments, and 

development programmes.                                                  

1 

  
SO2 

Operations with significant actual and potential negative 

impacts on local communities.  
1 

Sub-Total 2 

20           Anti-corruption   

  
SO3 

Total number and percentage of operations assessed for risks 

related to corruption and the significant risks identified.                                                                       
1 

  
SO4 

Communication and training on anti-corruption policies and 

procedures.  
1 

  SO5 Confirmed incidents of corruption and actions taken. 1 

Sub-Total 3 

21 Public Policy   

  
SO6 

Total value of political contributions by country and 

recipient/beneficiary. 
1 

22 Anti-competitive Behavior   

  
SO7 

Total number of legal actions for anti-competitive behavior, 

anti-trust, and monopoly practices and their outcomes. 
1 

23 Compliance   

  

SO8 

Monetary value of significant fines and total number of non-

monetary sanctions for non-compliance with laws and 

regulations. 

1 

24            Supplier Assessment for Impacts on Society   

  
SO9 

Percentage of new suppliers that were screened using 

criteria for impacts on society.                                         
1 

  
HR8 

Total number of incidents of violations involving rights of 

indigenous peoples and actions taken. 
1 

16 Assessment   

  
HR9 

Total number and percentage of operations that have been 

subject to human rights reviews or impact assessments. 
1 

17 Supplier Human Rights Assessment   

  
HR10 

Percentage of new suppliers that were screened using human 

rights criteria.                                                                                                          
1 

  
HR11 

Significant actual and potential negative human rights 

impacts in the supply chain and actions taken.    
1 

Sub-Total 2 

18 Human Rights Grievances Mechanisms   

  

HR12 

Number of grievances about human rights impacts filed, 

addressed, and resolved through formal grievance 

mechanisms. 

1 
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SO10 

Significant actual and potential negative impacts on society 

in the supply chain and actions taken. 
1 

Sub-Total 2 

25 Grievance Mechanisms for Impacts on Society   

  

SO11 

Number of grievances about impacts on society filed, 

addressed, and resolved through formal grievance 

mechanisms. 

1 

    Product Responsibility Related Disclosure   

26            Customers Health and Safety   

  

PR1 

Percentage of significant product and service categories for 

which health and safety impacts are assessed for 

improvement.                                                          

1 

  

PR2 

Total number of incidents of non-compliance with 

regulations and voluntary codes concerning the health and 

safety impacts of products and services during their life 

cycle, by type of outcomes 

1 

Sub-Total 2 

27           Product and Service Labelling   

  

PR3 

Type of product and service information required by the 

organisation’s procedures for product and service 

information and labelling, and percentage of significant 

product and service categories subject to such information 

requirements.                                                           

1 

  

PR4 

Total number of incidents of non-compliance with 

regulations and voluntary codes concerning product and 

service information and labelling, by type of outcomes.  

1 

  PR5 Results of surveys measuring customer satisfaction. 1 

Sub-Total 3 

28            Marketing Communications   

  PR6 Sale of banned of disputed products                          1 

  

PR7 

Total number of incidents of non-compliance with 

regulations and voluntary codes concerning product and 

service information and labelling, by type of outcomes. 

1 

Sub-Total 2 

29 Customers Privacy   

  
PR8 

Total number of substantiated complaints regarding 

breaches of customer privacy and losses of customer data. 
1 

30 Compliance   

  

PR9 

Monetary value of significant fines for non-compliance with 

laws and regulations concerning the provision and use of 

products and services. 

1 
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ENVIRONMENTAL DISCLOSURES 

31 Materials   

  EN1 Materials used by weight or volume 1 

  
EN2 

Percentage of Material used that are recycled input 

materials. 
1 

Sub-Total 2 

32           Energy   

  EN3 Direct energy consumption within the organisation.  1 

  EN4 Energy consumption outside of the organisation.      1 

  EN5 Energy intensity.                                                 1 

  EN6 Reduction of energy consumption.                 1 

  EN7 Reduction in energy requirements of product and services. 1 

Sub-Total 5 

33 Water   

  EN8 Total water withdrawal by source  1 

  EN9 Water sources affected by withdrawal of water. 1 

  EN10 Percentage & total volume of water recycled & reused. 1 

Sub-Total 3 

34           Biodiversity   

  

EN11 
Operational sites owned, leased, managed in, or adjacent to, 

protected areas and areas of high biodiversity value outside 

protected areas.            .  

1 

  

EN12 

Description of significant impacts of activities, products, 

and services on biodiversity in protected areas and areas of 

high biodiversity value outside protected areas.     

1 

  EN13 Habitats protected or restored.                                                  1 

  

EN14 

Total number of IUCN Red List species and national 

conservation list species with habitats in areas affected by 

operations, by level of extinction risk.                 

1 

Sub-Total 4 

35         Emissions   

  EN15 Direct greenhouse gas (GHG) emissions                           1 

  EN16 Energy indirect greenhouse gas (GHG) emissions             1 

  EN17 Other indirect greenhouse gas (GHG) emissions               1 

  EN18 Greenhouse gas (GHG) emissions intensity                       1 

  EN19 Reduction of greenhouse gas (GHG) emissions                1 

  EN20 Emission of ozone-depleting substances                                  1 

  EN21 NOx, NOx, and other significant air emissions                             1 

Sub-Total 7 

36         Effluents and Waste   

  EN22 Total water discharge by quality and destination                                                                                1 

  EN23 Total weight of waste by type and disposal method        1 

  EN24 Total number and volume of significant spills                    1 
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EN25 

Weight of transported, imported, exported, or treated waste 

deemed hazardous under the terms of the Basel Convention.  
1 

  

EN26 
Identity, size, protected status, and biodiversity value of 

water bodies and related habitats significantly affected by 

the organisation’s discharges of water and runoff.  

1 

Sub-Total 5 

37            Products and Services   

  
EN27 Extent of impact mitigation of environmental impacts of 

products and services.                                                     
1 

  
EN28 

Percentage of products sold and their packaging materials 

that are reclaimed by category.  
1 

Sub-Total 2 

38 Compliance   

  

EN29 

Monetary value of significant fines and total number of non-

monetary sanctions for non-compliance with environmental 

laws and regulations. 

1 

39 Transportation   

  

EN30 

Significant environmental impacts of transporting products 

& other goods & materials for the organisation’s operations, 

and transporting members of the workforce. 

1 

40 Overall   

  
EN31 

Total environmental protection expenditures and 

investments by type 
1 

41            Supplier Environmental Assessment   

  
EN32 Percentage of new suppliers that were screened using 

environmental criteria.                                                     
1 

  
EN33 

Actual & potential negative environmental impacts in the 

supply chain & actions taken. 
1 

Sub-Total 2 

42 Environmental Grievances Mechanism   

  

EN34 

Number of grievances about environmental impacts filed, 

addressed, & resolved through formal grievance 

mechanisms. 

1 
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Appendix B                               

Summary of Independent Variables    

S/N               Variable Measurement                            Source 

1  Board Size Total number of directors 

on corporate boards 

Rao et al. (2012), Esa and 

Ghazali (2012), Kumar and 

Singh (2013). 

2 Board 

Independence 

Proportion of independent 

directors to total number of 

directors on corporate 

board. 

Chen and Jaggi (2000), Gul 

and Leung (2004), Barako 

and Brown (2008), Chau and 

Gray (2010). 

3 Board 

Diversity 

Proportion of women 

directors to total number of 

directors on corporate 

board. 

Barako and Brown (2008), 

Carter et al. (2010). 

4 Board 

Meetings 

Total number of meetings 

held by board of directors 

in a year. 

 Carcello et al. (2002), 

Kamaranous and Vefeas 

(2005), Kanagaretnam et al. 

(2007), Ntim and Osei (2011) 

5 Management 

Ownership 

Percentage of shares held 

by executive and 

independent non-executive 

directors including top 

mgmt. to total number of 

shares issued.  

Ghazali and Witman (2006); 

Ghazali (2007); Paek et al 

(2013). 

6 Block 

Ownership 

Categories (0-3), less than 

5% block holder is coded 

“0”. 5% to 19.99% coded 

“1”.  20% to 49.99% coded 

“2”. More than 50% coded 

“3”   

La Porta, Lopez-De-Silanes 

and Shleifer (1999) and Ishak 

(2004).   

7 Foreign 

Ownership 

Percentage of shares 

owned by foreign 

shareholders to total 

number of shares issued.  

Haniffa and Cooke (2005); 

Barako et al, (2006) and 

Sa’ad et al. (2009). 
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Appendix C 

Intellectual capital Disclosure Checklist  

S/N Internal Capital External Capital Human Capital 

1 Patent Business collaboration  Number of staff 

2 Copyright Joint ventures Employee education and training 

3 Trademarks Favourable contracts Employees know-how  

4 Corporate culture Brands  Work related knowledge  

5 Corporate philosophy  Brand recognition  Expertise  

6 Leadership Brand development Professional qualification 

7 Information systems (technology) Goodwill Academic qualifications 

8 Financial relations  Distribution channels  Age and gender  

9 Innovation Market share Geographical distribution (type/number) 

10 Research and development Information about customers (type/number) Safety and health at work 

11  Customer services Employee succession path training (managerial role) 

12  Customer loyalty  Knowledge sharing  

13  Customer retention  Employee retention 

14  Customer satisfaction  Employee engagement 

15  Customer feedback  Motivation 

16  Customers knowledge  Employee satisfaction survey 

17   Employee communication 

18     Entrepreneur spirit 

Source:   Haji and Mubarak (2012)   
 

 

 



Universlti Utara Malaysia 

379 
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Universlti Utara Malaysia 

380 
 

 

Appendix D   

Summary of Control Variables  

S/N               Variable Measurement                              Sources 

1 Firm performance ROA defined as Profit after 

taxation divided by total assets 

of companies 

Artiach et al. (2010), Ling and 

Sultana (2015), Stuebs and Sun 

(2015) 

2  Firm size Profit after taxation divided by 

total assets 

Artiach et al. (2010), Ling and 

Sultana (2015), Stuebs and Sun 

(2015).  

3  Industry Type 1 for highly sensitive companies, 

0 for low sensitive companies. 

Wilmshurst and Frost (2000) and 

Cormier and Magnan (2007). 

4  Liquidity Current ratio defined as current 

assets divided by current liability 

Camfferman and Cooke (2002), 

Barako et al. (2006).  

5  Leverage Total debt to total assets Haniffa and Cooke (2002), Barako 

et al (2006), Brammer and Pavelin 

(2006), Huafang and Jianguo 

(2007), Cormier et al (2011). 
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Appendix E 

Detailed Sector Distribution of companies in NSE main Market 

S/N 

 
Name of Companies  Name of Companies 

 Agriculture 31 International Breweries Plc. 

1 Ellah Lakes Plc. 32 Jos Int. Breweries Plc. 

2 Ftn Cocoa Processors Plc 33 Mcnichols Plc. 

3 Livestock Feeds Plc. 34 
Multi-Trex Integrated Foods 

Plc 

4 Okomu Oil Palm Plc. 35 N Nig. Flour Mills Plc. 

5 Presco Plc 36 Nascon Allied Industries Plc 
 Conglomerate 37 Nestle Nigeria Plc. 

6 A.G. Leventis Nigeria Plc. 38 Mutual Benefits Assurance Plc. 

7 Chellarams Plc. 39 Nigerian Brew. Plc. 

8 John Holt Plc. 40 Nigerian Enamelware Plc. 

9 SCOA Nig. Plc. 41 P S Mandrides & Co Plc. 

10 
Transnational Corporation Of Nigeria 

Plc 
42 P Z Cussons Nigeria Plc. 

11 UACN Plc. 43 Premier Breweries Plc 
 Construction/real estate 44 Rokana Industries Plc. 

12 Arbico Plc. 45 U T C Nig. Plc. 

13 Costain (W A) Plc. 46 Unilever Nigeria Plc. 

14 G Cappa Plc 47 Union Dicon Salt Plc. 

15 Julius Berger Nig. Plc. 48 Vitafoam Nig Plc. 

16 Roads Nig Plc. 49 Vono Products Plc. 

17 Skye Shelter Fund Plc  Financial services 

18 Smart Products Nig. Plc. 50 Abbey Mortgage Bank Plc 

19 
Uacn Property Development Co. 

Limited 
51 Access Bank Plc. 

20 
Union Homes Real Estate Investment 

Trust (Reit) 
52 Africa Prudential Registrars Plc 

 
Consumer goods 

53 
African Alliance Insurance 

Company Plc 

21 7-Up Bottling Comp. Plc. 54 Aiico Insurance Plc. 

22 Cadbury Nigeria Plc. 55 Aso Savings And Loans Plc 

23 Champion Brew. Plc. 56 Mansard Insurance Plc 

24 Dangote Flour Mills Plc 57 
Consolidated Hallmark 

Insurance Plc 

25 Dangote Sugar Refinery Plc 58 Continental Reinsurance Plc 

26 Dn Tyre & Rubber Plc 59 
Cornerstone Insurance 

Company Plc. 

27 Flour Mills Nig. Plc. 60 Custodian And Allied Plc 

28 Golden Guinea Brew. Plc. 61 
Deap Capital Management & 

Trust Plc 

29 Guinness Nig Plc 62 Diamond Bank Plc 

30 Honeywell Flour Mill Plc 63 
Ecobank Transnational 

Incorporated 
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64 Equity Assurance Plc. 101 Unity Bank Plc 

65 Fbn Holdings Plc 102 Unity Kapital Assurance Plc 

66 Fcmb Group Plc. 103 
Universal Insurance Company 

Plc 

67 Fidelity Bank Plc 104 Wapic Insurance Plc 

68 Fortis Microfinance Bank Plc 105 Wema Bank Plc. 

69 Goldlink Insurance Plc 106 Zenith International Bank Plc 

70 Great Nigerian Insurance Plc  Healthcare 

71 Guaranty Trust Bank Plc. 107 Afrik Pharmaceuticals Plc. 

72 Guinea Insurance Plc. 108 Ekocorp Plc. 

73 Infinity Trust Mortgage Bank Plc 109 Evans Medical Plc. 

74 
International Energy Insurance 

Company Plc 
110 Fidson Healthcare Plc 

75 Investment And Allied Assurance 111 
Glaxo Smithkline Consumer 

Nig. Plc. 

76 Lasaco Assurance Plc. 112 May & Baker Nigeria Plc. 

77 Law Union And Rock Ins. Plc. 113 Morison Industries Plc. 

78 Linkage Assurance Plc 114 
Neimeth International 

Pharmaceuticals Plc 

79 E-Tranzact International Plc 115 Nigeria-German Chemicals Plc. 

80 N.E.M Insurance Co (Nig) Plc. 116 Pharma-Deko Plc. 

81 Niger Insurance Co. Plc. 117 
Union Diagnostic & Clinical 

Services Plc 

82 Nigeria Enerygy Sector Fund  ICT 

83 Npf Microfinance Bank Plc 118 Chams Plc 

84 Omoluabi Savings And Loans Plc 119 
Computer Warehouse Group 

Plc 

85 Prestige Assurance Co. Plc. 120 
Courteville Business Solutions 

Plc 

86 
Regency Alliance Insurance Company 

Plc 
121 Navitus Energy Plc 

87 Resort Savings & Loans Plc 122 
Mass Telecommunication 

Innovations Nigeria Plc 

88 Royal Exchange Plc. 123 Mtech Communications Plc 

89 Staco Insurance Plc 124 Ncr (Nigeria) Plc. 

90 Skye Bank Plc 125 Omatek Ventures Plc 

91 Sovereign Trust Insurance Plc 126 Tripple Gee And Company Plc. 

92 Stanbic Ibtc Holdings Plc  Industrial goods 

93 Standard Alliance Insurance Plc. 127 Adswitch Plc. 

94 Standard Trust Assurance Plc 128 African Paints (Nigeria) Plc. 

95 Sterling Bank Plc. 129 Ashaka Cem Plc 

96 Uba Capital Plc 130 Austin Laz & Company Plc 

97 Unic Insurance Plc. 131 Avon Crowncaps & Containers 

98 Union Bank Nig.Plc. 132 Berger Paints Plc 

99 Union Homes Savings And Loans Plc. 133 Beta Glass Co Plc. 

100 United Bank For Africa Plc 134 Cap Plc 
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135 Cement Co. Of North.Nig. Plc 169 Associated Bus Company Plc 

136 Cutix Plc. 170 C & I Leasing Plc. 

137 Dangote Cement Plc 171 Capital Hotel Plc 

138 Dn Meyer Plc. 172 Caverton Offshore Support Grp Plc 

139 First Aluminium Nigeria Plc 173 Daar Communications Plc 

140 Greif Nigeria Plc 174 Ikeja Hotel Plc 

141 Ipwa Plc 175 Interlinked Technologies Plc 

142 Lafarge Africa Plc. 176 Juli Plc. 

143 Nigerian Ropes Plc 177 Learn Africa Plc 

144 
Paints And Coatings Manufactures 

Plc 
178 Lennards (Nig) Plc. 

145 
Portland Paints & Products Nigeria 

Plc 
179 

Nigerian Aviation Handling 

Company Plc 

146 Premier Paints Plc. 180 R T Briscoe Plc. 

147 W A Glass Ind. Plc. 181 Red Star Express Plc 

 Natural resources 182 Secure Electronic Technology Plc 

148 Aluminium Extrusion Ind. Plc. 183 Studio Press (Nig) Plc. 

149 
Aluminium Manufacturing 

Company Plc 
184 Tantalizers Plc 

150 B.O.C. Gases Plc. 185 Tourist Company Of Nigeria Plc. 

151 Multiverse Plc 186 Trans-Nationwide Express Plc. 

152 Thomas Wyatt Nig. Plc. 187 Transcorp Hotels Plc 

 Oil and gas 188 University Press Plc. 

153 Anino International Plc.   
154 Beco Petroleum Product Plc   
155 Capital Oil Plc   
156 Conoil Plc   
157 Eterna Plc.   
158 Forte Oil Plc.   
159 Japaul Oil & Maritime Services Plc   
160 Mobil Oil Nig. Plc.   
161 Mrs Oil Nigeria Plc.   
162 Oando Plc   
163 Rak Unity Pet. Comp. Plc.   
164 Seplat Petroleum Development Company Ltd 

165 Total Nigeria Plc.  
 

 Services   
166 Academy Press Plc.  

 
167 Afromedia Plc  

 
168 Airline Services And Logistics Plc  
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Appendix F 

List of Companies That Make Up the Sample Size of the Research 

  
SAMPLE SIZE 

2010-2015 FINANCIAL YEARS 

S/N CODE COMPANIES 

1 1001 Leventis  

2 1002 Livestock Feeds Plc 

3 1003 Okomu Oil Palm 

4 1004 Presco Plc 

5 1005 Transcorp Plc 

6 1006 UAC Plc 

7 1007 Julius Berger 

8 1008 UPDC Properties 

9 1009 Cardbury Plc 

10 1010 Champion Breweries 

11 1011 Dangote Suger 

12 1012 Flour Mills Plc  

13 1013 Guiness Plc 

14 1014 Honey Well Flour Mills 

15 1015 National Salt Company 

16 1016 Nestle Nig. Plc 

17 1017 Nigerian Breweries 

18 1018 PZ Cussion 

19 1019 Unilever Nig. Plc 

20 1020 Glaxo Smithkline Nig. Plc 

21 1021 Morison Industries Plc 

22 1022 Pharma Deko Plc 

23 1023 Charms Plc 

24 1024 Computer Warehouse Group 

25 1025 Beta Glass Plc 

26 1026 CAP Plc 

27 1027 Dangote Cement Plc 

28 1028 First Almunium Nig. Plc 

29 1029 Lafarge Nig. Plc 

30 1030 Nigerian Aviation Handling Coy 

31 1031 Cement Coy of Northern Nig. 

32 1032 Thomas Wyatt Nig. Plc 

33 1033 Forte Oil Plc 

34 1034 Eterna Oil Plc 

35 1035 Mobil Oil Nig. Plc 

36 1036 MRS Oil Nig. Plc 

37 1037 Oando Plc 

38 1038 Total Nig. Plc 
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39 1039 Academy Press Plc 

40 1040 Afromedia Plc 

41 1041 Airline Services Ltd 

42 1042 C & I Leasing 

43 1043 Capital Hotels 

44 1044 Red Star Express Plc 

45 1045 Access Bank Plc 

46 1046 Diamond Bank Plc 

47 1047 Ecobank Nig. Plc 

48 1048 FCMB Bank Plc 

49 1049 Fidelity Bank Plc 

50 1050 First Bank Plc 

51 1051 GT Bank Plc 

52 1052 Stanbic IBTC Bank Plc 

53 1053 Sterling Bank Plc 

54 1054 UBA Plc 

55 1055 Union Bank PLc 

56 1056 Zenith Bank Plc 

57 1057 African Aliance Insurance 

58 1058 Aiico Insurance 

59 1059 Cornerstone Insurance 

60 1060 Consolidated Hallmark Insurance 

61 1061 Continental Reinsurance 

62 1062 Custodian Insurance 

63 1063 Equity Assurance PLc 

64 1064 Lasaco Assurance 

65 1065 Law Union & Rock Insurance 

66 1066 Linkage Assurance 

67 1067 Mansard Insurance 

68 1068 Mutual Benefit Assurance 

69 1069 NEM Insurance Plc 

70 1070 Niger Insurance 

71 1071 Prestige Assurance 

72 1072 Regency Alliance Insurance 

73 1073 Sovereign Trust Insurance  

74 1074 Staco Insurance Plc 

75 1075 Standard Alliance Insurance 

76 1076 UnityCapital Assurance 

77 1077 Wapic Insurance 

78 1078 Abbey Building Society 

79 1079 Aso Saving & Loans  

80 1080 Royal Exchange Plc 
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