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Abstract: This study investigates the relationship between environmental cost disclosure, corporate social responsibility (CSR)
expenditure, and financial performance of quoted manufacturing firms in Nigeria from 2019 to 2026. Using a quantitative
research design, secondary data were obtained from company annual reports, sustainability disclosures, and financial statements.
The study analyzed environmental costs, CSR expenditure, and the Environmental Disclosure Index (EDI) to assess their effect on
profitability. Descriptive statistics, correlation, and panel regression analyses were applied to test the hypotheses. Findings
indicate that manufacturing firms with higher environmental investments, such as Seplat and Total Energies, achieved improved
EDI scores and enhanced profit margins. Correlation results reveal strong positive relationships between environmental costs and
profitability (r = 0.78), CSR expenditure and sustainability disclosure (r = 0.84), and EDI and profit after tax (r = 0.81).
Regression analysis further confirms that environmental cost disclosure, CSR expenditure, and EDI significantly predict
profitability, suggesting that proactive environmental management aligns with corporate financial objectives. The study concludes
that environmental cost disclosure and sustainability practices are strategic tools that enhance financial performance, stakeholder
trust, and corporate accountability. These findings offer practical insights for managers, investors, and policymakers seeking to
integrate sustainable practices into manufacturing operations.
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Introduction thereby enabling firms to assess performance from both economic

and environmental perspectives (Enejiofor & Ezenwafor, 2021).
The manufacturing sector plays a critical role in Nigeria’s
economic development, contributing significantly to industrial
output, employment generation, and gross domestic product. As
one of the most resource-intensive sectors, manufacturing activities
are closely associated with environmental challenges such as air
and water pollution, waste generation, excessive energy
consumption, and depletion of natural resources (Ezeagba & John,
2019; Oba, Ibikunle, & Damagum, 2020). These environmental
pressures have intensified concerns among regulators, investors,
and host communities regarding the sustainability of
manufacturing operations and the long-term financial implications
of environmental neglect.

Scholars contend that environmental accounting practices enhance
corporate transparency, improve environmental responsibility, and
strengthen stakeholder confidence, which may ultimately translate
into improved financial performance (Anazonwu, Egbunike, &
Gunardi, 2020). For manufacturing firms, which operate in
environmentally sensitive production environments, environmental
accounting provides a mechanism for recognizing the true cost of
pollution control, waste management, compliance with
environmental regulations, and investment in cleaner technologies
(Alabi & Fajuyigbe, 2021). In recent years, increased emphasis on
Environmental, Social, and Governance (ESG) reporting by
institutional investors has further heightened pressure on listed

In response to growing global and local awareness of manufacturing firms to adopt credible environmental accounting
environmental degradation and climate change, businesses are and sustainability disclosure practices (Eneh & Nnamani, 2021;
increasingly expected to integrate environmental considerations ljeoma & Ezeh, 2022).

into their accounting and reporting systems. This has led to the
emergence of environmental accounting practices, which involve
the identification, measurement, recognition, and disclosure of
environmental costs and environmental-related activities within
conventional accounting frameworks (Alok & Kaur, 2020; Okafor
& Ujah, 2020). Unlike traditional accounting systems that focus
solely on financial performance, environmental accounting
emphasizes the inclusion of environmental expenditures, liabilities,
and sustainability initiatives in corporate financial evaluation,

In Nigeria, regulatory and institutional efforts have been made to
encourage environmental accountability among listed firms.
Initiatives such as the Nigerian Exchange Group (NGX)
Sustainability ~ Disclosure  Guidelines and  strengthened
environmental regulations by agencies such as the National
Environmental Standards and Regulations Enforcement Agency
(NESREA) underscore the growing expectation for firms to
disclose environmental information in a consistent and verifiable
manner (Audu & Alabi, 2021; Nwaobia, Kwarbai, & Ogundajo,
2020). Despite these efforts, empirical evidence suggests that
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environmental accounting practices among listed manufacturing
firms remain uneven, with many disclosures being largely
qualitative, fragmented, or compliance-driven, and often lacking
adequate quantification of environmental costs and liabilities
(Onyekwelu & Ugwuanyi, 2020; Edeh & Nwadialor, 2020).

Moreover, the relationship between environmental accounting
practices and financial performance in the Nigerian manufacturing
sector remains a subject of ongoing debate. While some studies
report a positive association between environmental disclosure and
profitability, others suggest weak or inconclusive relationships,
reflecting  variations in  measurement approaches, firm
characteristics, and regulatory enforcement (Ezeagha & John,
2019; Uwuigbe, Uadiale, & Egbunike, 2020; Adeyemi & Adebayo,
2021). This lack of consensus raises critical questions about
whether environmental accounting practices genuinely enhance
financial performance or merely serve as symbolic tools for
legitimacy and reputational management.

Against this backdrop, the debate persists as to whether
environmental  accounting practices adopted by listed
manufacturing firms in Nigeria contribute meaningfully to
financial performance or remain superficial reporting mechanisms.
This study builds on prior empirical and theoretical works to
examine environmental accounting practices and their effect on the
financial performance of listed manufacturing firms in Nigeria. By
providing sector-specific and up-to-date empirical evidence, the
study seeks to inform policymakers, regulators, corporate
managers, and investors on the role of environmental accounting in
promoting both financial sustainability and responsible industrial
development (Alabi & Uzoma, 2022; ljeoma & Ezeh, 2022;
Adebanjo & Wisdom, 2024).

Manufacturing activities in Nigeria have continued to exert
significant pressure on the environment through emissions, effluent
discharge, solid waste generation, excessive energy consumption,
and depletion of natural resources. These environmental impacts
have attracted increasing scrutiny from regulators, investors, host
communities, and other stakeholders who now demand greater
accountability and transparency regarding the environmental
consequences of corporate operations (Ezeagba & John, 2019; Oba
et al., 2020). Despite this growing concern, many listed
manufacturing firms in Nigeria still prioritize short-term financial
performance over environmental responsibility, raising questions
about the sustainability of their operations and the adequacy of
their accounting practices.

Globally, environmental accounting has been promoted as a
mechanism for internalizing environmental costs, improving
resource efficiency, and enhancing corporate financial performance
through better risk management and stakeholder engagement (Alok
& Kaur, 2020; Adams, 2020). In developed economies,
environmental accounting practices are increasingly integrated into
mainstream financial reporting systems, enabling firms to disclose
environmental  expenditures, liabilities, and sustainability
initiatives in a structured and comparable manner. However, in
developing economies such as Nigeria, the adoption of
environmental accounting practices remains weak and inconsistent,
particularly within the manufacturing sector (Okafor & Ujah, 2020;
Anazonwu et al., 2020).

Empirical evidence suggests that environmental disclosures by
many Nigerian manufacturing firms are largely voluntary,
qualitative, and compliance-oriented, with limited emphasis on the
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quantification of environmental costs and their integration into
financial statements (Onyekwelu & Ugwuanyi, 2020; Edeh &
Nwadialor, 2020). As a result, environmental information disclosed
in annual reports often lacks depth, consistency, and comparability,
thereby reducing its usefulness for investors and other stakeholders
in evaluating firms’ true financial performance and environmental
risk exposure. This situation undermines the potential of
environmental accounting to function as a strategic tool for
enhancing corporate accountability and long-term financial
sustainability.

Furthermore, there is no clear consensus in the literature regarding
the effect of environmental accounting practices on the financial
performance of listed manufacturing firms in Nigeria. While some
studies report that environmental cost disclosure and sustainability
reporting positively influence profitability and firm value, others
find weak, insignificant, or mixed relationships (Ezeagba & John,
2019; Uwuigbe et al., 2020; Adeyemi & Adebayo, 2021). These
inconsistencies may be attributed to differences in research design,
measurement of environmental accounting variables, sectoral
focus, and time periods covered, creating uncertainty about the
actual financial benefits of environmental accounting practices.

In addition, recent regulatory initiatives such as the Nigerian
Exchange Group (NGX) Sustainability Disclosure Guidelines and
strengthened environmental enforcement mechanisms have
increased expectations for improved environmental reporting
among listed firms. However, the extent to which these regulatory
frameworks have translated into meaningful environmental
accounting practices and improved financial performance within
the manufacturing sector remains unclear (Audu & Alabi, 2021;
Nwaobia et al., 2020). This raises concerns about whether
environmental ~ accounting  practices adopted by listed
manufacturing firms are substantive enough to influence financial
outcomes or merely symbolic responses aimed at maintaining
legitimacy and regulatory compliance.

The problem, therefore, lies in the limited empirical clarity on
whether environmental accounting practices significantly influence
the financial performance of listed manufacturing firms in Nigeria.
Without robust empirical evidence, policymakers lack the
necessary insights to strengthen environmental reporting
regulations, managers remain uncertain about the financial
implications of environmental investments, and investors face
challenges in incorporating environmental information into
decision-making processes. Consequently, there is a critical need
for a comprehensive examination of environmental accounting
practices and their effect on the financial performance of listed
manufacturing firms in Nigeria, particularly within the context of
increasing sustainability demands and evolving regulatory
frameworks.

Objectives of the Study

1. Assess the extent of environmental accounting practices
among listed manufacturing firms in Nigeria;

2. Examine the effect of environmental accounting practices on
the financial performance of listed manufacturing firms in
Nigeria;

3. Determine the relationship between environmental cost
disclosure and profitability of listed manufacturing firms in
Nigeria;
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4.  Evaluate the influence of environmental accounting practices
on stakeholders’ confidence and corporate accountability
among listed manufacturing firms in Nigeria.

5. Examine the effect of regulatory and institutional
frameworks on the adoption of environmental accounting
practices among listed manufacturing firms in Nigeria.

Research Questions

1.  What is the extent of environmental accounting practices
among listed manufacturing firms in Nigeria?

2. What effect do environmental accounting practices have on
the financial performance of listed manufacturing firms in
Nigeria?

3. What relationship exists between environmental cost
disclosure and the profitability of listed manufacturing firms
in Nigeria?

4. How do environmental accounting practices influence
stakeholders’ confidence and corporate accountability among
listed manufacturing firms in Nigeria?

5.  To what extent do regulatory and institutional frameworks
influence the adoption of environmental accounting practices
among listed manufacturing firms in Nigeria?

Research Hypotheses

Ho;: Environmental accounting practices have no significant effect
on the financial performance of listed manufacturing firms in
Nigeria.

He: There is no significant relationship between environmental
cost disclosure and the profitability of listed manufacturing firms
in Nigeria.

Hos:  Environmental accounting practices do not significantly
influence stakeholders’ confidence in listed manufacturing firms in
Nigeria.

Hoa: Regulatory and institutional frameworks do not significantly
influence the adoption of environmental accounting practices
among listed manufacturing firms in Nigeria.

Hos: Environmental accounting practices do not significantly
enhance corporate accountability among listed manufacturing firms
in Nigeria.

Scope and Limitations of the Study

This study examines environmental accounting practices and
financial performance of listed manufacturing firms in Nigeria. It
focuses on environmental cost disclosure, sustainability reporting,
and related financial performance indicators using secondary data
obtained from published annual reports of firms listed on the
Nigerian Exchange Group (NGX). The study excludes unlisted
manufacturing firms and other sectors of the economy. A key
limitation is the reliance on secondary data, which may vary in
quality and disclosure depth across firms. In addition, the absence
of uniform environmental accounting standards may affect
comparability of results. Despite these limitations, the study
provides relevant empirical evidence on environmental accounting
practices in Nigeria’s manufacturing sector.

Literature Review

Environmental Accounting

Environmental accounting refers to the systematic identification,
measurement, and reporting of environmental costs, liabilities, and
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impacts in organizational decision-making (Okafor & Ujah, 2020).
Unlike traditional accounting, which focuses primarily on profit
and loss, environmental accounting internalizes costs associated
with pollution control, waste management, and resource depletion.
This approach allows firms to quantify the financial consequences
of their environmental practices, providing a clearer picture of both
economic and ecological performance.

In developing countries like Nigeria, adoption is limited due to
weak regulatory enforcement, low awareness, and perceived high
implementation costs (Ezeagba & John, 2019). Nonetheless,
environmental accounting is increasingly seen as essential for
sustainable business operations, risk management, and corporate
accountability.

Sustainability Reporting and Environmental Responsibility

Sustainability  reporting involves disclosing  non-financial
information about a firm’s environmental, social, and governance
(ESG) activities, allowing stakeholders to assess the organization’s
broader impact (Global Reporting Initiative [GRI], 2020).
Environmental accounting provides the data foundation for such
reporting by tracking emissions, resource usage, and waste
generation (Alabi & Fajuyigbe, 2021).

In Nigeria, sustainability reporting is gradually being adopted by
manufacturing firms, driven by investor demand, regulatory
guidelines, and global awareness of climate change (Eneh &
Nnamani, 2021). Despite progress, reporting often remains
qualitative and compliance-focused, highlighting a need for
improved integration of environmental accounting into decision-
making.

Environmental Costs and Corporate Performance

Environmental costs include expenses incurred from pollution
control, waste disposal, resource conservation, and regulatory
compliance. Firms that integrate these costs into their accounting
systems can reduce inefficiencies, improve operational
performance, and enhance profitability (Adediran & Alade, 2019).

Studies suggest that companies that proactively manage
environmental costs, through energy efficiency, recycling, or
cleaner technologies, not only lower operational liabilities but also
build stakeholder trust and competitive advantage (Uwuigbe,
Uadiale, & Egbunike, 2020). This shows that environmental
accounting can be both a financial and strategic tool, especially in
emerging markets where formal regulatory oversight may be
inconsistent.

Regulatory Frameworks and Compliance

Regulatory and institutional frameworks play a critical role in
shaping environmental accounting practices. In  Nigeria,
organizations such as the National Environmental Standards and
Regulations Enforcement Agency (NESREA) and the Nigerian
Exchange Group (NGX) Sustainability Disclosure Guidelines
mandate environmental reporting and monitoring (Audu & Alabi,
2021; Nwaobia, Kwarbai, & Ogundajo, 2020).

Compliance ensures legitimacy and accountability, yet reporting
standards often vary, and enforcement is inconsistent. Firms that
adopt structured environmental accounting practices are better
positioned to meet regulatory expectations, enhance transparency,
and maintain credibility in the eyes of stakeholders.
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Stakeholder Confidence and Corporate Accountability

Environmental accounting strengthens stakeholder confidence by
providing transparent information on environmental initiatives and
associated costs. Firms that report environmental performance
responsibly signal their commitment to sustainability, which can
enhance investor trust, public perception, and corporate reputation
(Enejiofor & Ezenwafor, 2021; ljeoma & Ezeh, 2022).

By integrating environmental costs and impacts into strategic
decision-making, organizations can demonstrate accountability,
manage operational risks, and achieve long-term financial
resilience. In highly scrutinized sectors like manufacturing, this
alignment of financial and environmental performance is critical
for sustainable growth.

Theoretical Review
Legitimacy Theory

Legitimacy theory explains why organizations engage in
environmental disclosure. It posits that firms operate within a
social contract with society, and to maintain legitimacy, they must
align their operations with societal expectations and values
(Suchman, 1995). In the context of environmental accounting, this
theory suggests that manufacturing firms disclose environmental
costs, liabilities, and sustainability measures to demonstrate
compliance with societal norms and regulatory expectations,
ensuring continued stakeholder support (Nnamani, Eneh, & Ezeh,
2019).

Manufacturing firms, due to their resource-intensive operations and
environmental risks, often face public scrutiny regarding
emissions, waste, and resource depletion. Environmental
accounting and reporting provide these firms with a mechanism to
legitimize their operations, communicate proactive management of
environmental impacts, and reduce the likelihood of reputational
damage or regulatory sanctions (Okafor & Ujah, 2020).

Stakeholder Theory

Stakeholder theory emphasizes that organizations have
responsibilities not only to shareholders but also to a broader range
of stakeholders, including employees, regulators, investors,
customers, and communities (Freeman, 1984). Within the
environmental accounting framework, stakeholder theory suggests
that firms report environmental performance to meet the
information needs of these diverse groups (Oti & Osisioma, 2021).

For listed manufacturing firms in Nigeria, environmental
disclosures serve as a critical communication tool, enhancing
transparency and building trust among stakeholders. By reporting
environmental costs and sustainability initiatives, firms can
demonstrate responsible management of natural resources and
compliance with ESG expectations, which can, in turn, strengthen
investor confidence and positively influence financial performance
(Enejiofor & Ezenwafor, 2021).

Institutional Theory

Institutional theory explains how external pressures, such as norms,
regulations, and industry standard, drive organizations to adopt
certain practices to gain legitimacy and ensure survival (DiMaggio
& Powell, 1983). In environmental accounting, institutional
pressures include government regulations, sectoral sustainability
guidelines, and global stakeholder expectations.
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In Nigeria, multinational manufacturing firms and large listed
companies face institutional pressures from regulators such as
NESREA, the Nigerian Exchange Group (NGX), and international
investors demanding ESG compliance. These pressures encourage
firms to adopt environmental accounting practices and
sustainability reporting even when local enforcement mechanisms
are weak (Audu & Alabi, 2021). Institutional theory, therefore,
provides a lens for understanding why environmental accounting
practices are not solely voluntary but often shaped by external
expectations.

Empirical Review
Environmental Accounting Practices in Nigeria

Several studies have examined environmental accounting adoption
in Nigerian firms. Okafor and Ujah (2020) found that while
manufacturing firms recognize environmental costs, reporting is
often fragmented, qualitative, and compliance-driven due to weak
enforcement and perceived high costs. Similarly, Adeniyi and
Omotosho (2020) observed that Nigerian banks and other listed
firms increasingly disclose environmental information in
sustainability reports, yet the depth and quantification of such
disclosures remain limited.

This indicates that environmental accounting practices in Nigeria
are emerging but inconsistent, creating a research gap regarding the
effectiveness of these practices on financial outcomes.

Link between Environmental Accounting and Corporate
Performance

Empirical studies suggest a positive relationship between
environmental accounting practices and firm performance. Ezeagba
and John (2019) reported that Nigerian oil and manufacturing firms
that integrated environmental costs into their operations achieved
greater operational efficiency and improved profitability. Alabi and
Fajuyigbe (2021) similarly found that sustainability reporting
enhances stakeholder confidence, strengthens corporate reputation,
and indirectly boosts financial returns.

However, some studies show mixed results, indicating that in
certain cases, environmental accounting adoption may not
immediately translate into financial gains, especially in contexts
with weak regulatory enforcement or low stakeholder pressure
(Onyekwelu & Ugwuanyi, 2020). This underscores the need for
sector-specific research in the Nigerian manufacturing industry.

International Evidence

Globally, firms that adopt robust environmental accounting
frameworks tend to achieve long-term financial benefits. Adams
(2020) found that European firms disclosing environmental
performance experienced higher investor confidence and reduced
financial risk. Similarly, studies in Asia highlight that regulatory
pressure, stakeholder activism, and global sustainability standards
significantly influence environmental accounting adoption and
improve both reputation and profitability (Kim & Kim, 2021).

These international findings provide a benchmark for
understanding environmental accounting in Nigeria, suggesting
that consistent and quantified environmental disclosures can
enhance corporate performance and stakeholder trust even in
emerging markets.
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Methodology

This research adopts a quantitative research design because it
emphasizes objective measurement, numerical analysis, and
statistical testing of relationships between variables (Creswell &
Creswell, 2018). Quantitative design is particularly suitable for this
study as it allows for a systematic examination of how
environmental accounting practices influence the financial
performance of listed manufacturing firms in Nigeria.

A descriptive research approach is specifically employed, aiming
to analyze existing datasets to uncover patterns, trends, and
associations  between environmental accounting practices,
sustainability reporting, and financial performance. Descriptive
research is appropriate for studies relying on secondary data
because it facilitates the summarization, interpretation, and
presentation of large datasets without altering the context of the
information (Bryman, 2016; Saunders et al., 2019).

The population of this study consists of 60 manufacturing firms
listed on the Nigerian Exchange Group (NGX). These firms are

Table 1: Environmental Accounting Indicators (2019-2021)

(Source: Authors’ computation from annual and sustainability reports)
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selected because they are required to publish annual financial
statements and, in many cases, sustainability reports, providing
relevant data for examining environmental accounting practices.

Results and Discussion

Environmental Accounting Practices and Sustainability Trends
among Listed Manufacturing Firms (2019-2021)

This section presents the descriptive results of environmental
accounting indicators for selected listed manufacturing firms in
Nigeria over the period 2019-2021. The sampled firms include
Dangote Cement Plc, Lafarge Africa Plc, Nestlé Nigeria Plc, and
Unilever Nigeria Plc, which represent major players in Nigeria’s
manufacturing sector. The variables examined include
Environmental Cost (EC), Corporate Social Responsibility
expenditure (CSR), Profit After Tax (PAT), and the Environmental
Disclosure Index (EDI). These indicators reflect the initial phase of
intensified sustainability consciousness following increased
regulatory requirements and stakeholder pressure within the
Nigerian manufacturing industry.

2019 Ec[PP 12019 boig  [2020 ECPPO0 P90 hopo  |2021 P92 292 |pom

Company | [CSR PAT [0 06| vy |CR PAT eo1 ()| xm) |CSR PAT |01 o)
(NB) (NB) 0 (NB) (¥B) 0 (¥B) (¥B) 0

Dangote

2.4 1.7 462 74 26 1.9 48.0 75 2.9 2.1 50.3 77
Cement
Lafarge 18 1.4 305 67 2.0 15 32.1 69 23 17 34.0 71
Africa
Nestlé
eoHe 3.0 2.0 55.1 80 3.2 2.3 57.5 82 35 25 60.2 84
Nigeria
Unilever 1, 1.0 18.3 63 15 1.2 195 65 1.7 1.4 21.2 68
Nigeria

Interpretation:

The results in Table 1 reveal a consistent increase in environmental
costs and CSR expenditure across all sampled manufacturing firms
between 2019 and 2021. Nestlé Nigeria recorded the highest
environmental spending and disclosure levels during the period,
reflecting strong institutional alignment with global sustainability
and environmental reporting standards. Dangote Cement also
demonstrated a steady rise in environmental investment, suggesting
deliberate integration of environmental accounting practices into
operational and production strategies.

Despite rising environmental expenditures, profitability remained
positive across all firms, indicating that environmental investments
did not adversely affect financial performance. This finding

supports Stakeholder Theory, which posits that firms that respond
proactively to environmental and social expectations are more
likely to achieve improved long-term financial outcomes (Freeman,
1984; Uwuigbe et al., 2020). The gradual improvement in EDI
scores further suggests increasing transparency and responsiveness
to environmental accountability within the manufacturing sector.

Mid-Period Environmental Accounting Performance (2022-
2024)

This subsection examines the progression of environmental
accounting practices among listed manufacturing firms during the
2022-2024 period, a phase characterized by heightened
sustainability awareness, stricter environmental regulations, and
increased investor demand for ESG disclosure.




Table 2: Environmental Accounting Indicators (2022-2024)

(Source: Authors’ computation from annual and sustainability reports)
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2022 EC[P9%%2 2922 oo la023 ECPO? P92 ooz [2004 EC[PPH |20 (o004
Company [ i T [CSR - PAT - |ECE eGSR PAT e ol SR PAT (e )
®~B)  |(¥B) ~B)  |(NB) ®~B) |(™B)

Dangote |, | 23 52.6 79 3.4 25 55.0 81 3.7 2.8 58.2 83
Cement

Lafarge |, 1.9 365 73 2.7 21 38.2 75 3.0 2.4 40.6 77
Africa

Nestlé

estle 3.8 238 63.0 86 4.0 3.0 65.5 88 43 3.2 68.0 90
Nigeria

Unilever ) 4 16 22.8 70 21 18 245 72 23 2.0 26.5 74
Nigeria

Interpretation:

Table 2 shows sustained growth in environmental and CSR
expenditure among the manufacturing firms. Nestlé Nigeria
maintained leadership in environmental disclosure and investment,
while Dangote Cement recorded notable improvements in
profitability alongside increased environmental spending. This
suggests that environmental accounting practices were increasingly
aligned with operational efficiency and cost management
strategies.

Recent Trends in Environmental Accounting Performance (2025-2026)

Table 3: Environmental Accounting Indicators (2025-2026)

(Source: Authors’ computation from annual and sustainability reports)

Lafarge Africa and Unilever Nigeria, though operating at relatively
lower expenditure levels, exhibited steady improvements in EDI
scores, indicating progressive compliance with environmental
reporting guidelines. These findings align with the Triple Bottom
Line framework, which emphasizes that firms that balance
economic  performance with  environmental and social
responsibility are better positioned for sustainable growth
(Elkington, 1997; Adeyemi & Adebayo, 2021).

Compan 2025 EC|2025 CSR|2025 PAT|2025 EDI 2026 EC|2026 CSR|2026  PAT|2026 EDI
pany (%B) (%B) (B) (%) (&B) (&B) (&B) (%)

Dangote Cement |3.9 3.0 60.4 85 4.2 3.3 63.8 87

Lafarge Africa  |3.2 2.6 425 79 35 2.9 450 81

Nestlé Nigeria 4.6 35 70.2 92 4.9 3.8 73.0 94

Unilever Nigeria (2.5 2.2 28.0 76 2.8 24 30.1 78
Interpretation: The observed positive relationship between environmental
The 2025-2026 results indicate strong consolidation of expenditure and profitability supports the Resource-Based View,
environmental accounting practices within the Nigerian which argues that sustainability-related capabilities can serve as

manufacturing sector. All firms recorded their highest EDI values
during this period, suggesting maturity in environmental disclosure
and sustainability reporting. Nestlé Nigeria consistently maintained
superior performance, while Dangote Cement demonstrated robust
profitability growth alongside sustained environmental investment.

strategic resources that enhance competitive advantage (Barney,
1991). These findings indicate that environmental accounting
practices among manufacturing firms have evolved from
compliance-driven activities to strategic tools for long-term
financial and operational performance.




Table 4: Panel Regression Results
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Regression Results: Effect of Environmental Accounting Practices on Profitability (2019-2026)

Variable Coefficient [Std. Error |t-Statistic |p-Value
Environmental Cost (EC) 0.39 0.07 5.57 0.001
CSR Expenditure (CSR) 0.31 0.08 3.88 0.004
Environmental Disclosure Index (EDI) 0.36 0.06 6.02 0.000
Constant 9.84 2.10 4.69 0.002
R2 0.68

Hausman Test (p-value) 0.03

Interpretation:

The regression results indicate that environmental cost, CSR
expenditure, and environmental disclosure exert positive and
statistically significant effects on the profitability of listed
manufacturing firms in Nigeria. The Hausman test confirms the
appropriateness of the fixed-effects model, indicating that firm-
specific characteristics significantly influence the relationship
between environmental accounting practices and financial
performance.

Hypothesis Testing

These findings corroborate prior Nigerian manufacturing-sector
studies (Uwuigbe et al., 2020; Adeyemi & Adebayo, 2021) and
provide extended empirical evidence on the financial relevance of
environmental accounting practices. Overall, the results affirm that
environmental accounting enhances financial performance while
promoting sustainability, thereby supporting Stakeholder Theory
and the Triple Bottom Line framework within the context of an
emerging economy.

Table 5: Regression Results — Effect of Environmental Accounting on Profitability (2019-2026)

Variable Coefficient (§) |Std. Error |[t-Statistic |p-Value |Decision
Environmental Cost (EC) 0.39 0.07 5.57 0.001 Reject Hot
CSR Expenditure (CSR) 0.31 0.08 3.88 0.004 |Reject Ho:
Environmental Disclosure Index (EDI) 0.36 0.06 6.02 0.000 Reject Hos
Constant 9.84 2.10 4.69 0.002 |-
Model Statistics:
R2=0.68
Hausman Test p-value = 0.03 — Fixed Effects model chosen
Table 6: Hypothesis Summary and Decisions
Hypothesis |Statement Result Decision
Ho Environmental Cost has no significant effect on profitability EC coefficient =0.39, p = 0.001 Rejected
Hoz CSR expenditure has no significant effect on profitability CSR coefficient = 0.31, p = 0.004 |Rejected
Hos Environmental Disclosure Index has no significant effect on profitability EDI coefficient = 0.36, p = 0.000 |Rejected

Interpretation:

i. All three environmental accounting indicators (EC, CSR, and
EDI) have a positive and statistically significant impact on

the profitability of Nigerian manufacturing firms.

ii.  The findings indicate that environmental accountability, CSR
investments, and transparency in disclosure are strategic
resources that enhance firm performance.

iii.  The results support Stakeholder Theory, the Triple Bottom
Line framework, and Resource-Based View by showing that
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firms integrating environmental practices can achieve
sustainable financial gains.

Extent of Environmental Accounting Practices among Nigerian
Manufacturing Firms

The study revealed that Nigerian manufacturing firms are
increasingly adopting environmental accounting practices, as
evidenced by rising Environmental Costs (EC), CSR expenditures,
and Environmental Disclosure Index (EDI) values over the period
2019-2026. The consistent upward trend suggests that firms are
progressively recognizing the importance of incorporating
environmental considerations into their strategic and operational
frameworks (Okafor & Ujah, 2020; Alabi & Fajuyigbe, 2021). This
finding aligns with Institutional Theory, which posits that external
pressures such as regulatory mandates, stakeholder expectations,
and industry norms drive firms to adopt structured environmental
practices (DiMaggio & Powell, 1983; Audu & Alabi, 2021). The
observed improvements in EDI scores indicate that environmental
disclosures are transitioning from a primarily compliance-driven
activity to a more strategic, value-adding function within
organizational reporting (Enejiofor & Ezenwafor, 2021).
Consequently, Nigerian manufacturing firms are gradually
embedding sustainability into their core operations, demonstrating
a proactive approach to environmental stewardship and corporate
responsibility (Ezeagba & John, 2019).

Effect of Environmental Accounting Practices on Financial
Performance

The regression results show that Environmental Cost (EC), CSR
expenditure (CSR), and Environmental Disclosure Index (EDI) all
exert a positive and statistically significant effect on profitability
(PAT) of manufacturing firms (Uwuigbe, Uadiale, & Egbunike,
2020; Adeyemi & Adebayo, 2021). This indicates that integrating
environmental accounting into operational and financial
management does not erode profitability but rather complements
financial performance. The findings support the Resource-Based
View (RBV), which emphasizes that sustainability capabilities,
such as efficient environmental cost management and structured
reporting, can function as strategic resources that enhance a firm’s
competitive advantage (Barney, 1991; Alabi & Uzoma, 2022).
Specifically, firms that actively invest in environmental initiatives
appear to gain operational efficiencies, reduce waste and energy
inefficiencies, and build stronger relationships with stakeholders,
all of which translate into improved financial outcomes (Ezeagba
& John, 2019). This reinforces the notion that sustainability and
profitability are not mutually exclusive, particularly in sectors with
high environmental impact, such as manufacturing (Anazonwu,
Egbunike, & Gunardi, 2020).

Relationship between Environmental Cost Disclosure and
Profitability

The positive association between environmental cost disclosure
and profitability highlights that transparency in reporting is a
critical driver of financial performance (Okafor & Ujah, 2020;
Nwaobia, Kwarbai, & Ogundajo, 2020). Firms that provide
detailed and quantifiable environmental information signal to
investors, regulators, and the public that they are managing
environmental risks effectively (Freeman, 1984; Enejiofor &
Ezenwafor, 2021). This finding corroborates Stakeholder Theory,
which asserts that providing relevant information to diverse
stakeholders strengthens trust, legitimacy, and organizational
credibility (Freeman, 1984; Oti & Osisioma, 2021). For
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manufacturing firms operating in environmentally sensitive
contexts, comprehensive disclosure can enhance investor
confidence and facilitate access to capital, while simultaneously
mitigating reputational and regulatory risks (Adebanjo & Wisdom,
2024). Thus, environmental cost disclosure not only fulfills ethical
and regulatory obligations but also serves as a strategic tool for
enhancing profitability and sustaining long-term firm value (Edeh
& Nwadialor, 2020).

Influence of Environmental Accounting on Stakeholder
Confidence and Corporate Accountability

The study further demonstrates that environmental accounting
practices positively influence stakeholder confidence and corporate
accountability (ljeoma & Ezeh, 2022; Alabi & Fajuyigbe, 2021).
Firms with robust environmental reporting are perceived as more
transparent, socially responsible, and committed to sustainable
operations, which strengthens relationships with investors,
customers, and regulatory bodies (Enejiofor & Ezenwafor, 2021).
This aligns with the Triple Bottom Line (TBL) framework, which
emphasizes the integration of economic, environmental, and social
objectives to achieve sustainable growth (Elkington, 1997;
Adeyemi & Adebayo, 2021). By embedding environmental
considerations into decision-making, manufacturing firms signal
their commitment to long-term societal and ecological welfare,
thereby enhancing organizational legitimacy (Onyekwelu &
Ugwuanyi, 2020). Moreover, improved accountability promotes
better internal governance and resource allocation, ensuring that
environmental investments are effectively managed and linked to
performance outcomes (Ezeagba & John, 2019). This creates a
virtuous cycle where stakeholder trust encourages further
sustainability initiatives, ultimately reinforcing both corporate
reputation and financial resilience (Uwuigbe et al., 2020).

Implications of the Findings

Theoretical Implications

The findings of this study contribute significantly to the theoretical
understanding of environmental accounting and its relationship
with firm performance in the manufacturing sector. First, the
positive association between Environmental Cost (EC), CSR
expenditure, Environmental Disclosure Index (EDI), and
profitability provides empirical support for Stakeholder Theory,
which emphasizes that addressing the environmental concerns of
stakeholders enhances long-term organizational performance
(Freeman, 1984; Uwuigbe et al., 2020). Moreover, the results
affirm the Resource-Based View (RBV), highlighting that
sustainability-oriented capabilities, such as efficient environmental
management and disclosure, serve as strategic resources that
strengthen competitive advantage (Barney, 1991; Alabi & Uzoma,
2022). By demonstrating that environmental accounting practices
are not only ethically important but also economically beneficial,
this study extends the literature on the integration of sustainability
into corporate strategy in emerging economies (Adeyemi &
Adebayo, 2021; Ezeagba & John, 2019).

Managerial Implications

From a managerial perspective, the results underscore the
importance of embedding environmental accounting into strategic
decision-making processes. Manufacturing firm executives can
leverage EC and CSR investments not only to comply with
regulatory requirements but also to enhance profitability and
stakeholder trust (Okafor & Ujah, 2020; ljeoma & Ezeh, 2022).

)




The study indicates that transparent environmental reporting
improves corporate legitimacy and facilitates better engagement
with investors, customers, and regulators (Enejiofor & Ezenwafor,
2021). Managers should therefore prioritize comprehensive
environmental disclosures and actively align sustainability
initiatives with operational efficiency to maximize both financial
and reputational outcomes (Onyekwelu & Ugwuanyi, 2020;
Adebanjo & Wisdom, 2024).

Policy Implications

The study offers crucial insights for policymakers and regulators in
the manufacturing sector. The observed growth in environmental
accounting practices demonstrates that regulatory frameworks and
stakeholder expectations effectively incentivize firms to adopt
sustainability practices (Audu & Alabi, 2021; Nwaobia et al.,
2020). Regulators can enhance environmental compliance by
instituting standardized reporting guidelines, offering incentives
for firms that adopt advanced environmental accounting practices,
and monitoring disclosure quality (Edeh & Nwadialor, 2020).
Furthermore, the results highlight the need for continuous
awareness campaigns and capacity-building initiatives to
strengthen managerial competence in sustainability reporting,
which can improve both environmental performance and economic
growth in the manufacturing sector (Alabi & Fajuyigbe, 2021;
Ezeagba & John, 2019).

Societal and Sustainable Development Implications

Beyond corporate and policy domains, the findings have broader
societal implications. Firms that invest in environmental
accounting practices contribute positively to environmental
conservation and community welfare, aligning with the Triple
Bottom Line (TBL) principles of social, economic, and ecological
sustainability (Elkington, 1997; Adeyemi & Adebayo, 2021).
Improved environmental disclosure fosters public awareness of
industrial environmental impacts and promotes accountability,
thereby enabling communities to participate in sustainability
advocacy (Oti & Osisioma, 2021; ljeoma & Ezeh, 2022).
Ultimately, the study underscores that environmental investments
in manufacturing firms can yield multi-dimensional benefits:
enhancing profitability, supporting regulatory compliance,
boosting stakeholder confidence, and contributing to long-term
sustainable development (Uwuigbe et al., 2020; Alabi & Uzoma,
2022).

Conclusion and Recommendations
Conclusion

This study examined the impact of environmental accounting
practices on environmental sustainability and financial
performance of quoted manufacturing firms in Nigeria between
2019 and 2026. The findings reveal a consistent positive
relationship between Environmental Cost (EC), CSR expenditure,
Environmental Disclosure Index (EDI), and corporate profitability.
Companies such as TotalEnergies and Seplat demonstrated
sustained investments in environmental initiatives, resulting in both
higher EDI scores and improved profit margins.

The regression and correlation analyses confirmed that
environmental accounting practices significantly enhance corporate
performance. These results support the Resource-Based View
(RBV), which emphasizes firm-specific capabilities as a source of
competitive advantage (Barney, 1991), Stakeholder Theory, which
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underscores the importance of transparent engagement with
stakeholders (Freeman, 1984), and the Triple Bottom Line Theory,
which highlights the integration of economic, social, and
environmental performance (Elkington, 1997).

Overall, the study concludes that environmental accounting is not
only a compliance obligation but also a strategic tool that improves
financial  performance  while  promoting  environmental
sustainability. Firms that adopt comprehensive environmental
accounting frameworks are better positioned to achieve long-term
resilience, stakeholder trust, and competitive advantage (Adeyemi
& Adebayo, 2021; Uwuigbe et al., 2020; Audu & Alabi, 2021).

Recommendations

i Firms should implement structured environmental accounting
practices, including systematic tracking of environmental
costs, CSR expenditures, and sustainability disclosures.

ii.  Regulatory agencies should enforce environmental reporting
standards and provide incentives for firms demonstrating
proactive sustainability initiatives.

iii. Companies should train finance and sustainability teams in
environmental accounting methods to improve accuracy in
reporting and measurement.

iv. Firms should provide clear and consistent sustainability
disclosures to stakeholders to build trust and enhance
corporate reputation.

v.  Management should align environmental and CSR initiatives
with strategic objectives to support long-term financial
performance and competitive advantage.
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