CORPORATE SOCIAL AND ENVIRONMENTAL PERFORMANCE,
CONSERVATIVE ACCOUNTING PRACTICES AND THE MARKET
VALUE OF LISTED FIRMS IN NIGERIA

ILOGHO, SIMON OSIREGBEMHE
(15PAA00903)

AUGUST, 2022



CORPORATE SOCIAL AND ENVIRONMENTAL PERFORMANCE,
CONSERVATIVE ACCOUNTING PRACTICES AND THE MARKET
VALUE OF LISTED FIRMS IN NIGERIA

BY

ILOGHO, SIMON OSIREGBEMHE
(15PAA00903)
B.Sc Accounting, Landmark University, Omu Aran
M.Sc Accounting, Covenant University, Ota

A THESIS SUBMITTED TO THE SCHOOL OF POSTGRADUATE
STUDIES IN PARTIAL FULFILMENT OF THE REQUIREMENTS FOR
THE AWARD OF THE DEGREE OF DOCTOR OF PHILOSOPHY (Ph.D)
IN ACCOUNTING IN THE DEPARTMENT OF ACCOUNTING,
COLLEGE OF MANAGEMENT AND SOCIAL SCIENCES, COVENANT
UNIVERSITY, OTA, OGUN STATE, NIGERIA

AUGUST, 2022



ACCEPTANCE

This is to attest that this thesis is accepted in partial fulfilment of the requirements for the award
of the degree of the Doctor of Philosophy (Ph.D) in Accounting in the Department of

Accounting, College of Management and Social Sciences, Covenant University, Ota.

Mr Taiwo B. Erewunmi
(Secretary, School of Postgraduate Studies) Signature and Date

Prof. Akan B. Williams
(Dean, School of Postgraduate Studies) Signature and Date



DECLARATION

I, ILOGHO, SIMON OSIREGBEMHE (15PAA00903), declare that I carried out this
research work under the supervision of Professor Uwalomwa Uwuigbe of the Department of
Accounting, College of Management and Social Sciences, Covenant University, Ota, Ogun
State. The work was also carried out under the supervision of Professor Olayinka O. Akinlo of
the Department of Management and Accounting, Faculty of Administration, Obafemi
Awolowo University, Ile-Ife, Osun State. | attest that the thesis has not been submitted
elsewhere to receive a degree in whole or part. All sources of data and scholarly information

used in the thesis were dully acknowledged.

ILOGHO, SIMON OSIREGBEMHE
Signature and Date



CERTIFICATION

We certify that this thesis titled "CORPORATE SOCIAL AND ENVIRONMENTAL
PERFORMANCE, CONSERVATIVE ACCOUNTING PRACTICES AND THE
MARKET VALUE OF LISTED FIRMS IN NIGERIA" is an original work carried out by
ILOGHO, SIMON OSIREGBEMHE (15PAA00903) of Accounting in the Department of
Accounting, College of Management and Social Sciences, Covenant University, Ota, Ogun
State, Nigeria under the supervision of Prof. Uwalomwa Uwuigbe and Prof. Olayinka O.
Akinlo. We have examined and found this work acceptable as part of the requirements for the

award of Doctor of Philosophy (Ph.D.) degree in Accounting.

Prof. Uwalomwa Uwuigbe @ ;;; ;;% " 20/08/2022

(Supervisor) Signature and Date

. A v.\\l . \ A J
Prof. Olayinka O. Akinlo NAEERY 29-08-2022
(Co-Supervisor) Signature and Date
Prof. Francis O. Iyoha
(Head, Department of Accounting) Signature and Date
Prof. Akintola Owolabi
(External Examiner) Signature and Date

Prof. Akan B. Williams
(Dean, School of Postgraduate Studies) Signature and Date



DEDICATION

This study is dedicated to Jesus Christ, my personal Lord, Redeemer and Saviour, whose
strength is always perfected in my weakness. He is the essence of my being and the only reason
this thesis completion was made possible. To Him alone be all the Glory, Honour, Power and

Praise. Amen.



ACKNOWLEDGEMENTS

I will forever be grateful to God Almighty for His mercies that endure forever and for granting
me strength, favour, insights, and speed to continue and complete this study; to Him alone be

all the Glory. AMEN!

My appreciation goes to Dr. David O. Oyedepo the chancellor of Covenant University and
Landmark University, a visionary leader who is a father and mentor to me. He is a motivation
and an example to me. [ have learnt a lot from him through his teachings and resource materials.

I pray that God continues to strengthen and bestow more grace unto him. AMEN!

My appreciation goes to the Vice-Chancellor of Covenant University, Prof. Abiodun H.
Adebayo, the Acting Registrar, Mr Emmanuel K. Igban, the Dean, School of Postgraduate
Studies, and Prof. Akan B. Williams, and the Sub-Dean School of Postgraduate Studies, Dr.
Emmanuel O. Amoo. I want also appreciate the Dean of the College of Management and Social
Sciences (CMSS), Prof. Abiola A. Babajide, and the Immediate-past Dean of CMSS, Prof.
Uwalomwa Uwuigbe, for their commitment to the successful completion of my Doctor of
Philosophy degree programme. I am most grateful. I wish to thank the Head of Department,
Prof. Francis O. Iyoha, for his leadership, drive and commitment to progress, which has

immensely contributed to this work and the programme.

Prof. Uwalomwa Uwuigbe, my mentor and supervisor, deserves special thanks for his patience,
counsel, motivation, devotion, and commitment to accomplishing this project. To my Co-
Supervisor, Prof Olayinka O. Akinlo, I thank her for her motherly role, academic mentorship,

prayers, and support throughout this programme.

A Special appreciation to all my examiners, Prof. Olujide A. Adekeye (The former Dean of
CLDS), Dr. Alexander E. Omankhanlen, and Dr. Olaleke O. Ogunnaike, for their constant
motivation to succeed in this thesis. I also want to thank Prof. Evans Osabuohien for his great
contribution to this work and the immense corrections and contributions at every stage of the

thesis.

I appreciate the inputs and contributions of all senior and younger colleagues in the department
to this work. My sincere gratitude to Prof. Olubukola R. Uwuigbe for her counsel and guidance

throughout this study. I thank Dr. Dorcas T. Adetula, for her constant encouragement and

Vi



prayer during the study period. My appreciation to Prof. Oliver Iyeama, who has been on
sabbatical at the university and has also counselled me in the course of this study. I particularly
have to appreciate the motivation and aspiration received from Dr. Kingsley A. Adeyemo, Dr.
Sylvester O. Eriabie, Dr. Stephen A. Ojeka, Dr. Obiamaka A. Nwobu, Dr. Peace O. Okougbo,
Dr. Folashade O. Owolabi, Dr. Olamide A. Olusanmi, Dr. Omotola A. Ezenwoke, Dr. Cordelia
O. Omodero, Dr. Oluseyi S. Oyewole, Dr. Osariemen Asiriuwa, Mr Opeyemi O. Ajetunmobi,
Mr Emmanuel E. Ozordi, Mr Alex T. Adegboye, Mrs Benita I. Emenike with other faculty and
staff of the Department of Accounting. During the PhD programme, I appreciate my colleagues
who have made one or two key contributions to the study’s success and their encouraging

words.

A Special appreciation to my dear Parents, Mr Christopher Akhalumhe Ilogho and Mrs Julie
Enamen Ilogho, for always being there for me in prayers, support and counsel. To my siblings,
Mr Julian Oghenakhoghie Ilogho, Mr Christopher Abiola Ikpeminoghena Ilogho and Master
Nicholas Oshioriamhe Prince Ilogho for the motivation, support and prayers. To my special

sisters, Miss Riches Ikpekhia and Miss Deborah Ogunrinola.

To my fiancée, Dr. Busola Elizabeth Ayodele Kehinde, for her unreserved support, help and
for making this journey easy and smooth. I must make a special mention to my friends and
colleagues outside the above categories. | appreciate Mrs Folafunmi Bamigbolayin, Dr. Osagie

Osuma and Mr Ijachi Ochoche Ijachi.

I love you all.

Vi



TABLE OF CONTENTS

COVER PAGE
TITLE PAGE i
ACCEPTANCE ii
DECLARATION iii
CERTIFICATION iv
DEDICATION v
ACKNOWLEDGEMENTS vi
TABLE OF CONTENTS viii
LIST OF TABLES xiii
LIST OF FIGURES Xvi
LIST OF ABBREVIATIONS xvii
ABSTRACT xviii
CHAPTER ONE 1
INTRODUCTION 1
1.1 Background to the study 1
1.2 Statement of the Research Problem 4
1.3 Research Questions 6
1.4 Research Objectives 6
1.5 Research Hypotheses 7
1.6 Significance of the Study 7
1.7 Justification for the Study 9
1.8 Scope of the Study 10
1.9 Operational Definition of Terms 10
CHAPTER TWO 13
LITERATURE REVIEW 13
2.1 Preamble 13
2.2 Conceptual Review 13
2.2.1 Corporate Social and Environmental performance 13
2.2.2 Corporate Social Performance 14
2.2.2(a) Social Accounting Evolution 15
2.2.3 Corporate Environmental Performance and Corporate Financial Performance 19
2.2.3(a) Corporate Environmental Performance Indicators: Emission Reduction, Resource
Reduction and Product Innovation 21
2.2.3(b) Corporate Social Performance Indicators 24

2.2.4 Accounting Conservatism 27

viii



2.2.5 Conditional and unconditional accounting conservatism 30

2.2.6 Other classifications of Accounting Conservatism 32
2.2.7 Conceptual Model 34
2.2.8 Social and Environmental Performance Indicators 36
2.2.9 Measures of Accounting Conservatism 39
2.3 Theoretical Review 40
2.3.1 Stakeholder Theory 41
2.3.2 Legitimacy Theory 45
2.3.2.1 Drawbacks of legitimacy theory 48
2.3.3 Signalling Theory 50
2.3.3(a) Drawbacks of signalling theory 53
2.4 Empirical Review 54
2.4.1 Empirical Studies on Environmental Performance 54
2.4.2 Empirical Studies on Corporate Social and Environmental Performance 55
2.4.3 Empirical Studies on Corporate Environmental Performance and Market Value of Firms
67
2.4.4 Empirical Studies on Corporate Social Performance and Market Value of Firms 79
2.4.5 Empirical Studies on conservative accounting practices 93
2.4.6 Empirical Studies Revealing the Relationship between Accounting Conservatism and
Market Value of Firms 102
2.4.7 Empirical Studies on the Relationship between Accounting Conservatism and Corporate
Social and Environmental Performance. 108
2.5 Gaps in Literature 117
CHAPTER THREE 118
METHODOLOGY 118
3.1 Preamble 118
3.2 Research Philosophy 118
3.3 Research Design 119
3.4 Population of the Study 119
3.4.1 Criteria for sample determination 120
3.4.2 Environmental sensitivity of firms 121
3.5 Sample Size Determination 121
3.6 Descriptive data of successfully examined firms 122
3.6.1 Sources of Data 124

3.6.1(a) Quantitative Content Analysis of Data Sources 124



3.6.2 Research Instrument 125

3.7 Method of Data Collection and Analysis 126
3.7.1 Coding of extracted data using ASSET4 index for analysis 126
3.7.2 Method of Data Analysis 128
3.7.3 Method of Data Presentation 129
3.7.5 Choice of interactive variable 132
3.8 Model Specification 133
3.8.1. The effect of corporate environmental performance on market value 133
3.8.2 The effect of corporate social performance on market value 134
3.8.3 The Effect of Conservative Accounting Practices on Market Value 134
3.8.4 The moderating effect of conservative accounting practices on the relationship between
corporate environmental performance and firm market value 135
3.8.5 The moderating influence of conservative accounting practices on the relationship
between the corporate social performance and firm market value 136
3.8.6 A priori expectations for research objectives 137
3.9 Measurement of variables 139
3.9.1 Thomson Reuters ASSET4 and E.S.G. score index 140
3.9.2 Social, Enterprise and Responsibility Award Sustainability score 141
3.9.3 Operationalisation of Variables 142
3.9.4 ASSET4 ESG Score Index Adaptation 143
CHAPTER FOUR 148
RESULTS AND DISCUSSION 148
4.1 Preamble 148
4.2 Data Presentation and Analysis 148
4.2.1 Linear model appropriateness 148
4.2.2 Descriptive statistics 149
4.2.3 Characteristics of the Board of Examined Firms 149
4.2.4 Test of Data Collected 152
4.1.4(a) Test for Normality 152
4.2.4(b) Heteroskedasticity Test 153
4.2.4(c) Stationarity Test 154
4.2.4(d) Panel Unit Root Test 155
4.3 Test of Hypotheses 162
4.3.1 Test of Hypothesis One 162

4.3.1(a) Correlation Analysis Matrix 163



4.3.1(b) Multicollinearity Test

4.3.1(c) Test of multicollinearity with regressors used for hypothesis one
4.3.1(d) Model Equation and the Imputed Estimated Equation on EViews
4.3.1(e) Hausman Test

4.3.2 Test of hypothesis two

4.2.2(a) Test of Multicollinearity with Regressors used for Hypothesis Two
4.3.2(b) Hausman Test

4.3.3 Test of Hypothesis Three

4.3.3(a) Test of Multicollinearity with Regressors used for Hypothesis Three
4.2.3(b) Model Equation and the Imputed Estimated Equation on EViews
4.3.3(c) Hausman Test

4.3.4 Test of hypothesis Four

4.3.4(a) Test of multicollinearity with regressors used for hypothesis four
4.3.4(b) Test of Hypothesis Four

4.3.4(c) Hausman Test

4.3.5 Test of Hypothesis Five

4.3.5(a) Test of Multicollinearity with Regressors used for Hypothesis Five
4.3.5(b) Hausman Test

4.3.6 Comparison of Results from Environmentally Sensitive and Less Environmentally

Sensitive Firms
4.3.6(a) Results from Environmental Sensitive Firms
4.3.6(b) Results from Less Environmental Sensitive Firms
4.4 Discussion of Findings
4.4.1 Theoretical Findings
4.4.2 Empirical Findings
4.4.2.2 Variation in conservative accounting practices across sectors
CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Preamble
5.2 Summary
5.2.1 Summary of Work Done
5.2.2 Summary of Theoretical findings
5.2.3 Summary of empirical findings

5.3 Conclusion

Xi

163
164
164
165
168
168

169
172
172
173

173
176
176
177
178
181
181

183

186
187
189
191
191
194
204
207
207
207
207
208
210
211
215



5.4 Recommendations

5.5 Contribution to Knowledge

5.5.1 Policy and Managerial Implication
5.6 Limitations to the study

5.7 Suggestions for Further Study

REFERENCES

xii

216
219
218
220
221

222



LIST OF TABLES

TABLES TITLE PAGES
2.1 Classification of the other categories of conservatism. 34
2.2  The research objectives framed on the theories 54
2.3  Empirical studies on Environmental performance 62
2.4  Studies on Corporate Environmental Performance and Market value of Firms 74
2.5  Empirical Studies on Corporate Social Performance and Market Value of Firms 87
2.6  Empirical studies on conservative accounting practices (accounting conservatism) 98
2.7  Empirical studies revealing the relationship between accounting conservatism and the

market value of the firm 105

2.8 Empirical Studies Revealing the Relationship between Accounting Conservatism and

Corporate Social and Environmental Performance 113
3.1 Sample size distribution among each sector of the Nigerian Exchange Group 120
3.2  Factors determining Criterion based sample 121
3.3  Factors determining criterion-based sampling of active firms 122
3.4b The sectors examined and the percentage of firms in the sector examined 124
3.5 Anexample of a KPI of social performance based on the ASSET4 ESG index and the

respective score points 127
3.6 A priori expectations for the explanatory variables in Objective one 137
3.7 A priori expectations for the explanatory variables in Objective two 137
3.8 A priori expectations for the explanatory variables in Objective three 138
3.9 A priori expectations for the explanatory variables in Objective four 138
3. 10 A priori expectations for the explanatory variables in Objective five 138
3. 11 Summary of Variables and their sources 139
3.12  Summary of Variables and their measurement 140
3. 13 ASSET4 ESG performance score 141
3. 14 SERAS awards four pillars KPIs 142
3. 15 Operationalisation of variables and authors with prior application 143
3. 16 The recategorisation ASSET 4 sore point for data extraction 144
3. 17 The recategorized ASSET 4 score point for data extraction 145
4.1 Table revealing the Male, Female ratio, Size and independence of the board of examined

firms 149

Xiii



T T e o

.4

9]

O o0 3

Heteroskedasticity Test

Table revealing the cross-sectional dependence test

154
156

Table revealing the compiled individual testing of the stationarity for all used variables at

level

157

Table revealing the compiled individual testing of the stationarity for all used variables at

first difference

Panel Unit Root For Grouped Variables

The correlation analysis matrix of variables

Test of multicollinearity with regressors used for hypothesis one

The Hausman test for the determination of the fixed or random-effect model
Test of Hypothesis One (EViews 10)

Test of multicollinearity with regressors used for hypothesis two

The Hausman test for the determination of the fixed or random-effect model
Test of Hypothesis Two (Eviews 10)

Test of multicollinearity with regressors used for hypothesis three

The Hausman test for the determination of the fixed or random-effect model
Test of Hypothesis Three (Eviews 10)

Test of multicollinearity with regressors used for hypothesis four

The Hausman test for the determination of the fixed or random-effect model
Test of Hypothesis Four

Test of multicollinearity with regressors used for hypothesis Five

The Hausman test for the determination of the fixed or random-effect model
Test of Hypothesis Five

The individual regression of corporate environmental performance indicators

The environmentally sensitive firms

The individual regression of corporate environmental performance indicators

The environmentally sensitive firms

The research findings and alignment with reviewed theories

Summary of the tested Hypothesis

Comparison of prior empirical findings with the test of hypothesis one
Comparison of prior empirical findings with the test of hypothesis two
Comparison of prior empirical findings with the test of hypothesis three

The Alignment of theoretical findings with theories

Xiv

160
162
163
164
165
166
168
169
170
172
173
174
176
178
179
182
183
184
187
188
189
190
193
193
195
197
198
211



5.2 Summary of Apriori expectations for the independent variables in all Objectives 213

5.3  Summary of Apriori expectations for the control variables in all objectives 215

Xv



LIST OF FIGURES

FIGURES TITLE PAGES
2.1 Depiction of the conceptual definition of environmental performance. 14
2.2 Trends in reporting by large companies 17
2.3 National rates of corporate responsibility reporting between 2015 and 2017 18
2.4 The relationship between the 2020 EPI Score and GDP per capita shows a strong
positive correlation 19
3.1 The mediating interaction of the mediator on the relationship between the independent
and dependent variables. 132
3.2 The moderating interaction of moderator Z on the relationship between Independent
variable X and dependent variable Y. 132
3.3 The moderating interaction 135
3.4 The moderating interaction 136
3.5 ASSET4 ESG performance index 146
4.1 Actual, Fitted and Residual Graph 148
4.2 Standardised Residual Graph 149
4.3 The normality of distribution for data 153
4.4  The Level of conservative accounting practices based on the sector in the Nigerian
exchange group 205
4.5  Histogram showing the Level of conservative accounting practices based on the sector

in the Nigerian exchange group 206

XVi



CBN

CSV

CEP

CSp

CSEP

EPI

FASB

FRCN

FRSCC

GRI

IASB

IFRS

NXG

NSE

SEA

LIST OF ABBREVIATIONS

Central Bank of Nigeria

Conservative Accounting Practice

Corporate Environmental Performance

Corporate Social Performance

Corporate Social and Environmental Performance
Environmental Performance Index

Financial Accounting Standards Board

Financial Reporting Council of Nigeria

Financial Services Regulatory Coordinating Committee
Global Reporting Index

International Accounting Standards Board
International Financial Reporting Standard
Nigerian Exchange Group

Nigerian Stock Exchange

Social and Environmental Accounting

XVii



ABSTRACT

Corporate environmental and social activities are expected to improve the value of firms in the
long term. However, when corporate social and environmental performance activities
negatively affect a firm's value, as some reviewed studies revealed, this causes problems when
rational decisions are made, and firms choose not to invest in these activities. This disparity in
results was successfully explained by certain factors like the level of conservative accounting
practice inherent in the preparation of financial reports. The study introduced a moderator
(conservative accounting practices) to analyse its effect on corporate social and environmental
performance and the market value of listed firms in Nigeria. Also, the study examined firms
separately based on their environmental sensitivity categorisation. One hundred and thirty-one
firms listed in the Nigerian Exchange Group were examined across the eleven sectors with six-
year observations (2014 — 2019). Data were collected from secondary sources such as annual
reports, sustainability reports, websites and any publication by the examined companies. Panel
least square regression was employed as a data analysis method for testing hypotheses. The
findings revealed an insignificant influence of corporate environmental and social performance
on the market value separately. This result reveals that social and environmental performance
activities are insufficient to impact firm value. The findings also revealed an insignificant
influence of conservative accounting practice on the market value. When the study introduced
conservative accounting practice as a moderator, the results revealed the complementary
moderating influence of conservative accounting practices on the value of environmental
performance investment and the market value of firms at (0.00<0.05) 5% level of significance.
The results also revealed the moderating influence of conservative accounting practices on the
value of social performance investment and the market value of firms (0.00<0.05) 5% level of
significance. These results are in line with the A-priori expectation. The thesis recommends
that conservative accounting practices be engaged when firms are involved in social and
environmental activities because of their moderating effect, and conservative accounting
practices improve reporting quality. Managers are expected to increase their social and
environmentally friendly activities to improve the significance of their influence on the value
of their firms. Because of their positive coefficient, environmental activities such as product
innovations should be focused on. However, one of the policy implications encourages the
manager to ensure that the financial and non-financial cost of engaging in socially and
environmentally friendly activities in Nigeria is not detrimental to the going concern of the
business.

Keywords: Accounting conservatism, Corporate social responsibility, Market capitalisation,

sustainability.
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