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1.1 Introduction 

The increase in global environmental awareness and the campaign for sustainable economic 

development is redirecting the attention of firms towards environmental sensitivity (Ezeagba, 

John-Akamelu and Umeoduagu, 2017; Ngwakwe, 2008). The quest for sustainability has caused 

an emergence of many global institutions enunciating varying norms that guide human interaction 

with the environment. These standards are influencing business corporations to understand that 

their strategic position in society has the power to influence behaviour and alter the state of 

physical, social and economic environment.  

 
Environmental accounting describes the effort of accounting standard setters, professional 

organizations and governmental agencies to get corporations to participate proactively in cleaning 

and sustaining the environment and to describe fully, their environmental activities in either their 

annual reports or stand-alone environmental disclosure (Ezeagba et al., 2017). It involves the 

identification, measurement and allocation of environmental costs, and the integration of these 

costs into business and encompasses the ways of communicating such information to companies’ 

stakeholders (Bassey, Effiok and Eton, 2013). Environmental accounting is seen by corporate 

managers and environmental advocates alike as a necessary complement to improved 

environmental decision-making in organizations. Whether the goal is pollution prevention, or 

some broader notion of “corporate sustainability”, there is a widespread belief that sound 

environmental accounting will help firms identify and implement financially desirable 

environmental innovations (Boyd, 1998).  

 
Environmental Management Systems (EMS) have emerged as a means to systematically applying 

business management to environmental costs to enhance a firm’s long-run financial performance 

by developing processes and products that simultaneously improve competitive and environmental 

performance (Ifurueze, Lyndon and Bingilar, 2013; Stead and Stead, 1992). However, within the 

developing nations, the understanding is somewhat different mainly because of weak government 

regulations and lack of organized pressure groups and consumer awareness to influence corporate 

behaviour. Environmental expenditures in terms of effective organizational cost reduction are a 

highly viable approach toward managerial justification of Environmental Management System 

(EMS) expenditures.  



AFRA CONFERENCE BOOK OF PROCEEDINGS VOLUME 11, ISSUE 2 

143 

 

Thus, environmental cost provides a framework to environmental responsibility and corporate 

financial performance. The extent to which the environmental costs influence corporate 

performance is determined by some variables, such as community development costs, waste 

management costs and employee health and safety costs. The impact of these variables on 

corporate performance, represented here by return on total assets, would be examined in this paper. 

 
Now-a-days, unfavourable environmental effect on economic development has become 

worrisome; and the collective ecological footprint of the planets population is unsustainable and 

the current trends of growth and environmental degradation suggest we are going to encounter 

more problems in the future (Joyce 2020; Okafor, 2018). Doorasamy (2019), in his study believes 

that managers may not easily invest large amounts of money unless they are made to understand 

the amount of money they could save by adopting cleaner production techniques and technologies. 

This has great implication for the environment, and businesses which also make use of natural 

capital. In this sense, it is a comprehensive approach to ensure good corporate governance that 

includes transparency in its societal activities. Okafor  (2018) was of opinion that there is need for 

type of accounts which provide full measure of business performance and shareholder value 

creation, integrating economic, environmental and social factor into corporate behaviour with the 

aim of sustaining resources for future generation; hence the need for environmental accounting. 

The unserious attitudes of several firms not take environmental accounting into consideration 

makes performance below expectation. This is because environmental accounting helps the firm 

to record all environmental costs incurred by the business thereby finding a way of reducing the 

cost (environmental expenses) so that the business can increase profit.  

 
Various studies have been carried out in respect of environmental cost and the scope and 

methodology of those works differ hence their findings. But most of these studies did not capture 

community development, waste management, employee health and safety, fines, penalties, 

compensation cost as proxy for the environmental costs. The work of Ifurueze, Etale & Bingilar 

(2013) also did not capture fines, penalties, compensation as proxy for the environmental costs. 

This study tries to fill the gap of introducing the two (2) new variables (employee health and safety, 

fines, penalties, compensation) to modify those studies; and also to ascertain how the new 

introduced variables relates to/affect performance of quoted oil firms in Nigeria. This study 
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therefore fills the research gap and thus constitutes an extension on exploratory examination to 

determine the impact of environmental cost on corporate performance of quoted oil companies in 

Nigeria. 

 

1.2 Objectives of the Study  

The main objective of the study is to examine the impact of environmental cost disclosure on 

corporate performance of quoted oil companies in Nigeria. Specifically, the objective is to 

determine the impact of environmental cost disclosure on return on asset of quoted oil companies 

in Nigeria.  

 

1.3 Research Hypothesis  

Environmental cost disclosure does not have significant impact on return on assets of the quoted 

oil companies in Nigeria. 

 

2.1 Conceptual Review of related Literature 

2.1.1 Environmental Costs  

Environmental costs consist of environmental measures and environmental losses. They include 

clean-up costs, costs of recycling materials or conserving energy, closure costs, capital expenditure 

and development expenditure (Chimagu and Okoye 2020, Nwaiwu and Oluka, 2018). These costs 

are incurred in preventing, reducing or repairing damage to the environment and conserving 

resources. However, environmental losses are costs, which bring no benefits to the business. Such 

as, fines, penalties, compensation, and disposal losses relating to assets which have to be scrapped 

or abandoned because they damage the environment. Ezeagba et al. (2017). Environmental costs 

are costs incurred by companies in order to protect the environment, prevent environmental 

problems and minimize damages to the environment. They are those costs incurred in compliance 

with community development, waste management, employee health and safety, or prevention of 

breach of environmental laws, regulations and company policies (Ifurueze et al., 2013; Ezeagba et 

al., 2017).  

 
Graff, Ferskin and Bodroel (1998) referred to environmental cost as impacts incurred by society, 

an organization or individual resulting from entities that affect environmental quality.  They are 
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any costs, direct or less tangible, with short or long-term financial consequences for the firm. These 

include costs for handling treatment and disposal of waste and emissions, remediation and 

compensation costs related to environmental damages and any control regulatory compliance 

costs, such as equipment depreciation, operating materials, water and energy, internal personnel, 

external services, fees, taxes and permits, fines, insurances etc. 

 
The U.S. Environmental Protection Agency (1996) defines environmental costs as those costs that 

have a direct financial impact on a company (internal costs), and costs to individuals, society and 

the environment (external costs). Any activity conducted by enterprises in their environments leads 

to the emergence of environmental costs. Some of the environmental costs arise as a result of 

actions taken to protect the environment and occur as a result of the use of environmental 

resources. Environmental costs can be divided into three different groups: reduction costs, 

operating costs and damage costs (Otlu and Kaya, 2010). According to Lethmate and Doost (2000), 

Environmental costs can be categorized into costs that directly impact on a company's bottom-line, 

which are referred to as private costs and costs to individuals, society, and the environment for 

which a company is not accountable, which are called societal cost. Private costs can further be

classified into; conventional costs, potentially hidden costs, contingent costs and image and 

relationship costs. This classification creates both a decision-oriented information base for the 

environmental management system and for the planning, control and supervision of material and 

energy flows (Lethmate and Doost, 2000; Ezeagba et al., 2017).  

 
2.1.2 Financial Performance 

The concept of firm performance needs to be distinguished from the broader construct of 

organizational effectiveness. Venkatraman and Ramanujan (2012) offered an enlightening figure 

of three overlapping concentric circles with the largest representing organizational effectiveness. 

This broadest domain of organizational effectiveness includes the medium circle representing 

business performance, which includes the inner circle representing financial performance. 

Organizational effectiveness covers other aspects related to the functioning of the organization as 

absence of internal strain and faults, engagement in legitimate activities, resource acquisition and 

accomplishment of stated goals. Business performance, or firm performance as we refer to it in
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this study, is a subset of organizational effectiveness that covers operational and financial 

outcomes. 

 
The definition of firm performance and its measurement continues to challenge scholars due to its 

complexity. In the world of finance, financial performance is measured to give the account of 

stewardship by the management team to the shareholders. The key aspect of this involves 

measuring the profitability, market value and growth prospect of a company. Accounting-based 

measures examines the nature of the relationship between some indicators of the social 

performance (reputation, revelation of social information, environmental behaviour etc.), with the 

company’s Financial Performance obtained from the accounting information such as the historical 

audited financial statements of the respective companies. Financial performance is commonly used 

as an indicator of a firm's financial health over a given period of time. The financial performance 

of a firm can be defined or measured in various different ways including profitability, gauge return, 

market share growth, return on investment, return on equity and liquidity. In this study, financial 

performance was measured by return on asset. Revenue development can be seen as a growth 

indicator of the firm and also as a competitive strategy for consecutive firms. A firm can, by being 

environmentally sustainable, differentiate its products and thus increase its revenue. Similarly, a 

firm can save costs on resources, regulatory costs, capital and labour and therewith increase its 

profits. 

 

2.1.4 Environmental Regulations in Nigeria   

Environmental regulation in Nigeria existed as window dressing before 1998. However, this 

changed as a result of an attempt in 1997 by a foreign company, acting through an agent, to dump 

toxic waste in the Niger Delta region. This event shocked the Federal Government of Nigeria and 

highlighted the porous nature of environmental regulation in the country. This gave rise to the 

promulgation of Decree No. 42 of 1988 by the former Federal Military Government of Nigeria. 

This decree made it a criminal offence for anyone to carry or dump any harmful waste within the 

entire land mass and waters of the Federal Republic of Nigeria.  

 
The episode gave rise to the need for an agency to oversee environmental protection; hence decree 

No. 58 of 1988 gave birth to the Federal Environmental Protection Agency (FEPA). The Decree 
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was later amended in 1992 by Decree No. 59 of 1992, granting FEPA the responsibility for 

protection of the environment, biological diversity, conservation and environmental technology 

and research. It was this decree that created the first standards of environmental regulation in 

Nigeria. The standards include: Water quality, effluent limitation, air quality, atmospheric 

protection, ozone layer protection, noise levels and the control of hazardous substances. These 

represent the efforts made by successive administrations to ameliorate the environmental problems 

of the country. However, on May 29 1999 the civilian government under President Olusegun 

Obasanjo, added an impetus to the struggle against environmental menaces by according the 

environment a greater priority. To this effect, it created, for the first time in the history of Nigeria, 

the Ministry of Environment in June 1999. The former regulatory agency, FEPA, was absorbed by 

the Ministry of Environment which took over all its function. 

 
2.2 Theoretical Framework  

2.2.1 Stakeholders Theory 

The basic proposition of the stakeholders theory is that the firm’s success is dependent upon the 

successful management of all the relationships that a firm has with its stakeholders a term 

originally introduced by Stanford research institute (SRI) to refer to those groups without whose 

support the organization would cease to exist (Freeman 1983). Freeman’s stakeholders’ theory 

asserts that, managers must satisfy a variety of constituents (example, employees, customers, 

suppliers, local community and so on) who can influence the firm’s outcomes. According to this 

view, it is not sufficient for managers to focus exclusively on the needs of stockholders, or the 

owners of the business. This implies that it can be beneficial for the firm to engage in certain 

environmental activities that non-financial stakeholders perceive important, because without this, 

these groups might withdraw their support from the business. In developing the stakeholder theory, 

Freeman (1983) incorporates the stakeholder’s concept into categories (i) a business planning and 

policy model, and (ii) a corporate social responsibility model of stakeholder management. In the 

first model, the stakeholder analysis focus on developing and evaluating the approval of corporate 

strategic decisions by groups whose support is required for the firm’s continued existence. The 

stakeholders identified in this model include the owners, customers, public groups and suppliers 

(Deegan and Gordon, 2016). In the second model, the corporate planning and analysis extends to 

include external influences which maybe adversarial to the firm. These adversarial groups may 



AFRA CONFERENCE BOOK OF PROCEEDINGS VOLUME 11, ISSUE 2 

148 

 

include the regulatory environmentalist and/or special interest groups concerned with social issues 

(Guthrie and Parker, 2012). The second, model enable managers and accountants to consider a

strategic plan that is adaptable to change in the social demands of non-traditional stakeholders’ 

groups. 

 

2.3 Empirical Studies 

 This study reviewed considerable literatures both local and international works on this subject 

matter to provide reasonable findings to enhance the achievement of the stated objectives.  

Chiamogu and Okoye (2020) carried out a study on environmental cost and financial performance 

of oil and gas companies in Nigeria. The study ascertained the extent to which environmental cost 

affects financial performance of oil and gas companies in Nigeria. The study focus on determine 

the effect of community development cost and environmental remediation cost on Tobin’s Q on 

oil and gas companies in Nigeria.The study covered a period of six years (2011-2018). Expost 

facto research design was adopted for the study. The hypotheses were tested using regression 

analysis and e-view 9.0. The results of the empirical data analysis revealed that community 

development cost and environmental remediation cost has positive significant effect on Tobin’s 

Q.   

Solomon Pwagusadi Joyce (2020), conducted a study on environmental disclosure and financial 

performance of listed oil and gas companies in Nigeria.  The purpose of the study was to   review 

literatures on effect of Environmental disclosure on financial performance of listed oil and Gas 

companies in Nigeria, and to identify the possible factors that accounts for the mixed results. Based 

on the review there are positive and negative effects, it means that through disclosing 

environmental information it will have effect on the financial performance of oil and gas 

companies in Nigeria. Therefore companies should disclose environmental information in their 

annual reports.  

 
Falope, Udeh and Nnoli (2019), Embark on a study on effect of environmental cost disclosure on 

corporate performance of quoted Nigeria construction firms. The aim of the study is evaluate the 

extent environmental restoration cost and pollution control cost affect  Return on assets of quoted 

Nigerian firms. The study employed expost facto and content analysis with the aid of SPSS version 
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2.0.  The result of the study revealed that environmental restoration cost, pollution control cost 

have effect on corporate performance of quoted Nigerian construction firms.  

 
Saman U. P (2019), carried out a study on environmental accounting and financial performance 

of oil and gas companies in Nigeria. The focus of the study is to ascertain how environmental 

accounting environmental accounting can serve as a systematic approach to managing the 

environmental aspects of company activities. The study employs the use of primary data. The 

findings of the study reveal that the lack of environmental reporting and disclosure standards

significantly affects the reporting and disclosure uniformity of environmentally friendly products. 

The study further reveals that lack of environmental reporting and disclosure affects reporting and 

disclosure of related information in the financial statements and annual reports and accounts. Thus 

the study concludes that organisations who voluntarily disclose their environmental activities 

enjoy high level of competitiveness. 

 
 Iwara (2018) carried out a study on the effect of various components of corporate social 

responsibility cost on financial performance of selected quoted companies in Nigeria. The study 

focuses on breaking down the aggregate amount expended on corporate social responsibility into

their various components with a view to assessing the extent to which the various components of 

CSR cost affect financial performance of quoted companies in Nigeria. The study revealed that 

Community Performance has a significant positive correlation on financial Performance with 

enough benefits on CSR. Also Employee Performance and Environmental Management System 

showed a negative and non significant effect on financial Performance.  

 
Okafor (2018) carried out a study on Environmental cost accounting and reporting on firm 

Financial Performance; A survey of quoted Nigerian Oil Companies.  The study aimed at 

ascertaining the effect of environment cost on Firm Performance.  The result of the statistical 

analysis indicate that better environmental Performance positively impact business value of an 

organization. Moreover, environmental accounting provides the organization an opportunity to 

reduce environmental and social costs and improve their Performance. 

 
Umoren, Akpan and Okafor (2018) conducted a research on Oil companies’ Performance and 

environmental accounting reporting in Nigeria. The research was carried out to examine nature of 
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relationship existing between environmental accounting reporting and Oil companies’ 

Performance in Nigeria. The results of the analysis showed insignificants relationships between 

environmental accounting reporting and Performance Variables.  

 
Nwaiwu & Oluka (2017) studied Environmental cost disclosure and financial Performance of oil 

and Gas in Nigeria. The econometric results reveal adequate disclosure on environmental cost, 

compliance to corporate performance measure.   

 
Worae & Ngwakwe (2017) examined the relationship between environmental responsibility and 

financial performance in South Africa using time series panel data obtained from 14 manufacturing 

and mining companies listed on the Johannesburg Stock Exchange for the period 2008 to 2014. 

They performed cross-sectional dependence tests based on the Breusch-Pagan LM and Pesaran 

CD tests in addition to the Gcause2 Baum’s Granger causality test. Financial performance 

measures adopted include ROA, ROE, return on sales and market value of equity regressed against 

emissions intensity and energy usage intensity (proxy for environmental responsibility). The 

results indicated mixed findings among the variables.  

 
3.1 Methodology 

The study adopted ex-post facto design. The data used for this study were obtained from the annual 

financial reports of oil companies listed in Nigerian Stock Exchange from 2009 to 2018. The 

population of this study consist of twelve (12) quoted oil companies in the Nigerian Stock 

Exchange (NSE). They are Mobil Oil Nigeria Plc., Anino International Plc., Capital Oil Plc., 

Conoil Plc., Eterna Plc., Forte Oil Plc., Japaul Oil & Maritime Services Plc., Mrs Oil Nigeria Plc., 

Oando Plc., Rak Unity Pet. Comp. Plc., Seplat Petroleum Development Company Ltd., and Total 

Nigeria Plc. 

 

Judgmental sampling technique was used in this study and nine were selected by the researcher 

based on availability of annual report and accounts. They are Mobil Oil Nigeria Plc., Anino 

International Plc., Capital Oil Plc., Conoil Plc., Eterna Plc., Forte Oil Plc., Japaul Oil & Maritime 

Services Plc., Mrs Oil Nigeria Plc., and Oando Plc. 
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Model Specification 

The model for the study was premised on the main objective and anchored on the sub-objective. 

The model was adopted from the work of Ifurueze, Etale & Bingilar (2013) and modified to suite 

the independents variables used in this study. 

The Ifurueze, Etale & Bingilar (2013) model is as follows: 

ROTA = f (CDC + WMC + EHSC) 

Where, 

ROTA = Return on assets 

CDC = community development costs 

WMC = waste management costs 

EHSC = employee health and safety costs 

The model for the study is anchored on the objective. Therefore, the above model was adopted and 

modified by introduction of Fines, Penalties and Compensations variable as follows: 

ROA = f (CDCD, WMCD, EHSCD, FPCD) - - - - - I 

This can be econometrically express as 

ROAit = β0 + β1CDCit + β2WMCit + β3EHSCit + β4FPCit + ų - - - II 

Where, 

ROA = Return on assets 

CDCD = community development costs disclosure 

WMCD = waste management costs disclosure  

EHSCD = employee health and safety costs disclosure 

FPCD = Fines, Penalties and Compensations disclosure 

Ų = the error term 

β0 = the intercept 

β1- β4 = the independent variable coefficient. 

 

4.1 Presentation of Data and Analysis  

The summary of the analysed result and its corresponding interpretations of impact of 

environmental cost disclosure on corporate performance of quoted oil companies in Nigeria are 

presented below: 
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4.1.1 Descriptive Statistics 
Table 4.1: Descriptive Statistics 
VARIABLES ROA CDCD WMCD EHSCD FPCD 
 Mean -0.708667  0.400000  0.111111  0.977778  0.355556 
 Median  2.900000  0.000000  0.000000  1.000000  0.000000 
 Maximum  26.20000  1.000000  1.000000  1.000000  1.000000 
 Minimum -71.36000  0.000000  0.000000  0.000000  0.000000 
 Std. Dev.  14.02187  0.492642  0.316030  0.148231  0.481363 
 Skewness -2.388257  0.408248  2.474874 -6.482494  0.603510 
 Kurtosis  10.62223  1.166667  7.125000  43.02273  1.364224 
      
 Jarque-Bera  303.4257  15.10417  155.6836  6637.161  15.49747 
 Probability  0.000000  0.000525  0.000000  0.000000  0.000431 
 Sum -63.78000  36.00000  10.00000  88.00000  32.00000 
 Sum Sq. Dev.  17498.54  21.60000  8.888889  1.955556  20.62222 
      
 Observations  90  90  90  90  90 
Source: Researcher summary of descriptive statistics (2019) 
 

Table 4.1 above shows the mean (average) for each variable, their maximum values, minimum 

values, standard deviation. The result provides some insight into the nature of the selected firms’ 

data used for the study. Firstly, it was observed that over the period under review, the sampled 

companies have negative average performance (return on assets) of -0.708667; this means that the 

selected firms have a negative return on assets in the period of the study. Secondly, it was observed 

that on the average over the period, the selected firms have community development costs 

disclosure (CDCD) of 0.400000, maximum and minimum community development costs 

disclosure value of 1.000000 and 0.000000 respectively, the large difference between the 

maximum and minimum community development costs disclosure reveals that gyrating nature of

the firm’s community development costs disclosure among the selected firms. Waste management 

costs disclosure (WMCD) has a mean value of 0.111111, maximum value of 1.000000 and 

minimum value of 0.000000. The mean value indicates that the environmental disclosure as 

regards to waste management costs is about 11% of the selected firms. On the maximum and 

minimum, the waste management costs disclosure is about 1% and 0% respectively. Employee 

health and safety costs disclosure (EHSCD) has a mean value of 0.977778, maximum value of 

1.000000 and minimum value of 0.000000. The large difference between the maximum and the 

minimum employee health and safety costs disclosure reveals that gyrating nature of the firm’s 

health and safety costs disclosure of employee among the selected firms. Fines, penalties and 
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compensations disclosure (FPCD) has average value of 0.355556, maximum and minimum firms’ 

age value of 1.000000 and 0.000000 respectively, the large differences between the maximum and 

minimum value shows that the firms’ fines, penalties and compensations disclosure data used for

the study are homogeneous. The large differences between the maximum and minimum values

show that the firm’s data used for the study are homogeneous. 

 

4.1.2 Correlation Analysis 
The results of Pearson correlation coefficient (correlation matrix), are presented in table 4.2 
Table 4.2: Pearson correlation matrix 
VARIABLES ROA CDCD WMCD EHSCD FPCD 
ROA  1.000000  0.168239  0.042006  0.247386  0.184109 
CDCD  0.168239  1.000000  0.433013 -0.030773  0.056857 
WMCD  0.042006  0.433013  1.000000  0.053300  0.032827 
EHSCD  0.247386 -0.030773  0.053300  1.000000 -0.202961
FPCD  0.184109  0.056857  0.032827 -0.202961  1.000000 
Source: Researcher summary of correlation analysis (2019) 
 

Table 4.2 above shows the result of the Pearson correlation coefficient (correlation matrix). The

result show that performance (return on assets) has a positive association with community 

development costs disclosure (0.168239), waste management costs disclosure (0.042006), 

employee health and safety costs disclosure (0.247386) and fines, penalties and compensations 

disclosure (0.184109). Community development costs disclosure has a strong positive association 

with waste management costs disclosure(0.433013) and fines, penalties and compensations 

disclosure (0.056857); and negative association with employee health and safety costs disclosure 

(-0.030773). Waste management costs disclosure has a positive association with employee health 

and safety costs disclosure (0.053300) and fines, penalties and compensations disclosure 

(0.032827). Employee health and safety costs disclosure is negatively associated with fines, 

penalties and compensations disclosure (-0.202961). In checking for multi-colinearity, the study 

observed that no two explanatory variables were perfectly correlated. This indicates the absence 

of multi-colinearity problem in the model used for the analysis and justifies the use of the ordinary 

least square method. 

 

4.1.3 Regression Analysis 
Table 4.3: Regression Analysis 
Dependent Variable: Return on Assets (ROA) Model 
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The R-squared which is the co-efficient of determination or measure of goodness of fit of the 

model, tests the explanatory power of the independent variables in any regression model. From 

our result, the R-squared (R2) is 81% in ROA Model. This showed that our model displayed a good 

fit because the R2 is closer to 100%, these explanatory variables can impact up to 81% out of the 

expected 100%, leaving the remaining 19% which would be accounted for by other variables 

outside the models as captured by the error term. 

 
The F-statistics measures the overall significance of the explanatory parameters in the model, and 

it shows the appropriateness of the model used for the analysis while the probability value means 

that model is statistically significant and valid in explaining the outcome of the dependent

variables.  From table 4.3 above, the calculated value of the f-statistics is 3.712942 and its 

probabilities are 0.007803 which is less than 0.05. We therefore accept and state that there is a 

significance relationship between the variables. This means that the parameter estimates are 

statistically significant in explaining the relationship in the dependent variable. 

 
The t-statistics helps in measuring the individuals’ statistical significance of the parameters in the 

model from the result report. It is observed from table 4.3 above that only employee health and 

safety costs disclosure (EHSCD) and fines, penalties and compensations disclosure (FPCD) were 

statistically significant at 5% with its values as 2.974146 and 2.317135 respectively. This implies 

Variable Coefficient Std. Error t-Statistic Prob.   

C -33.23827 9.933997 -3.345911 0.0012 

CDCD 5.477302 3.167693 1.729114 0.0874 
WMCD -2.900039 4.940943 -0.586940 0.5588 
EHSCD 28.84516 9.698635 2.974146 0.0038 
FPCD 6.909618 2.981966 2.317135 0.0229 

R-squared 0.814738     Mean dependent var -0.708667 
Adjusted R-squared 0.810679     S.D. dependent var 14.02187 
S.E. of regression 13.23802     Akaike info criterion 8.058016 
Sum squared resid 14895.84     Schwarz criterion 8.196894 
Log likelihood -357.6107     Hannan-Quinn criter. 8.114020 
F-statistic 3.712942     Durbin-Watson stat 1.966473 
Prob(F-statistic) 0.007803    
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that they had contributed significantly to corporate performance at the rate of 5% level of 

significant. The remaining variables - community development costs disclosure and waste 

management costs disclosure with its values as 1.729114 and -0.586940 respectively are not 

statistically significant at 5%. Though, community development costs disclosure is statistically 

significant at 10% level significant. Our model is free from the problem of autocorrelation because 

the Durbin-Watson value is 1.966473 which is approximated as 2 (that means, the absence of 

autocorrelation in the model used for the analysis).  

 
The apriori criteria are determined by the existing accounting theory and states the signs and 

magnitude of the variables from the result. Community development costs disclosure (CDCD) has 

positive sign and its values are 1.729114. In ROA Model, this implies that increase in community 

development costs disclosure increases the corporate performance (return on assets) by 173%, this 

conforms to our theoretical expectation.  

 
Waste management costs disclosure (WMCD) has negative sign and its values are -0.586940. In 

ROA Model, this implies that decrease in waste management costs disclosure decreases the 

corporate performance (return on assets) by 59%.  This conforms to our theoretical expectation. 

Employee health and safety costs disclosure (EHSCD) has positive sign in ROA Model and its 

values are 2.974146. This implies that increase in employee health and safety costs disclosure 

increases the corporate performance (return on assets) by 297%, and this conforms to our 

theoretical expectation. 

 
Fines, penalties and compensations disclosure (FPCD) has positive sign in ROA Model and its 

values are 2.317135. This implies that increase in fines, penalties and compensations disclosure 

(FPCD) increases the corporate performance (return on assets) by 232%. This was neither in 

conformity nor against any theory since none of them makes any assumption in respect to fines, 

penalties and compensations disclosure (FPCD).  

 

5.1  Summary of Findings, Conclusion and Recommendations 

The study examined the impact of environmental cost disclosure on corporate performance of 

quoted oil companies in Nigeria, and the following were found at the 5% level of significant; 

Community development costs disclosure is positive and has no significant impact on corporate 
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performance of quoted oil companies in Nigeria. Waste management costs disclosure is negative 

and has insignificant effect on corporate performance of quoted oil companies in Nigeria. 

Employee health and safety costs disclosure is positive and has significant impact on corporate 

performance of quoted oil companies in Nigeria. Fines, penalties and compensations disclosure is 

positive and has significant impact on corporate performance of quoted oil companies in Nigeria.  

 

Results obtained in this study are almost consistent with evidence in available environmental cost 

disclosure literature. A total of four variables – community development costs disclosure, waste 

management costs disclosure, employee health and safety costs disclosure and Fines, penalties and 

compensations disclosure – were studied to ascertain whether they have significant explanatory 

power on corporate performance of quoted oil companies in Nigeria. Our findings show that 

employee health and safety costs disclosure and fines, penalties and compensations disclosure have 

positive significant impact on corporate performance of quoted oil companies in Nigeria; whereas 

community development costs disclosure and waste management costs disclosure have 

insignificant effect on corporate performance of quoted oil companies in Nigeria, though they were 

positive and negative respectively. 

 
The study, therefore recommends that the management of oil companies in Nigeria should increase 

spending on environmental issues in their host community in other to improve their performance 

since this has positive effect on corporate performance. Based on this finding, companies in

Nigeria are encouraged to increase the content of their environmental disclosure in the annual 

financial statements. 
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 In the history of development of the Nigerian banking industry, it is evident that most of the 
failures experienced within the industry prior to the consolidation era were as a result of Financial 
deepening that finally led to bad loans and some other unethical factors and as such financial 
stability has generated the ever-increasing attention and interest in academic and banking sector 
in Nigeria. The study empirically examined credit risk and its effects on deposit money banks in 
Nigeria. The following objectives were determined to ascertain the effects of credit risk in deposit 
money banks in Nigeria; to examine the effect of liquidity risk on deposit money banks in Nigeria
and to access the effects of non-performing loan on deposit money banks in Nigeria.  Secondary 
source of data was employed from the central banks statistical bulletin and the Nigerian bureaus 
of statistics. Ordinary least square of multiple regression techniques was used to establish the 
relationship between dependent and independent variables.  This study examined the effect of 
credit risk management on financial stability of deposit money banks in Nigeria; specifically 
assessing the relationship between credit risk management and financial stability and establishing 
the level of credit risk measures to be put in place to ensure financial stability of deposit money 
banks in Nigeria. The study adopted ex-post facto research design (desk survey). The findings 
revealed that there exist a significant relationship between the established variables and deposit 
money banks in Nigeria. The study concluded that credit risk management influenced financial 
stability of deposit money banks in Nigeria. The study recommended that operators of deposit 
money banks, should pay adequate attention to those variables of credit risk, liquidity risk, and 
non performing loans management in order to improve financial stability by managing credit risk 
that deposit money banks are facing to improve financial stability and to put in place proper credit 
management policy to mitigate credit risk and to also improve the knowledge of credit 
management policy in financial institutions. 
 
Keywords; Return on assets, Credit risk, Capital risk, Non-performing loans, Liquidity risk. 
 

1. INTRODUCTION  
Risk is inherent in every business organization or activity. The risk in the banking sector is more 

threatening and as such risk management is of much importance to the sector. In Nigeria like some 

developing economies where consumer confidence index is low, banking business is riskier than 

normal. Banks have to battle with credit defaults, liquidity problems, balancing bank policy 

guidelines, regulatory issues and bank operations, as well as keeping pace with capital adequacy. 

Risk is the exposure to loss arising from the variation between the expected and actual outcomes 

of investment activities (Nzotta, 2002; Owualla, 2000). According   to Pandey (2004), the key to 

effective risk management is not to do away totally with the various inherent risks. For example, 

lending operations of banks have the inherent risks of possible loan losses (credit risk) but by 

taking the risk, banks are able to charge a premium for their risk taking activities and earn profits. 

Risks are therefore, a source of profits to the owners of banks. However, risk management in the 

Nigeria financial system has not yielded much result as desired due to challenges ranging from 

insider loans and advances to inadequate risk management policy put in place by the banking 


