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Abstract

This study was prompted by increasing concern of stakeholders regarding the issues of
sustainability reporting and to ascertain if social disclosure has any impact on the quality of
reported earnings. The study design was longitudinal research, used secondary data from the
annual reports of 38 listed non-financial firms in Nigeria between 2015 and 2024. Descriptive
analysis, correlation analysis and system GMM estimation technique were used in data analysis.
The system GMM result indicates that social sustainability disclosure of the firms have a positive
and significant impact on the earnings quality with coefficients of 0.0664, t-statistics of 2.4875
and p-value of 0.0134. Post-estimation results did confirm the validity of the model with a
probability of J-statistic of 0.2856 and AR(2) probability of 0.8782. The findings revealed that
there is an improvement in earnings quality of listed non-financial firms as a result of social
sustainability disclosure. The study suggests that there is need for firms to be extensive, consistent,
and credible in their social sustainability reporting.

Keywords: Corporate social sustainability disclosure, earnings quality, earnings persistence, listed
non-financial firms, Nigeria.
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Managers tend to manipulate the quality of
profit to mask the true nature of their
organisation's financial needs, leading to the
deterioration of green reporting. These
disclosures may not necessarily serve users’
best interests, as managers may use
sustainability reporting opportunistically to
secure personal benefits, including greater job
security and remuneration (Benvenuto et al.,
2023). Recently, there has been a surge in
campaigns on Economic, Social and
Governance (ESG) issues, and an increasing
emphasis on the availability of Sustainability
Reporting (SR) as an important reporting
instrument. The impact of SR on earnings
quality in Nigeria's Non-financial firms
(NFFs) remains largely overlooked, and few
have attempted to delve into its intricacies.
Financial statements are widely used by
diverse audiences, from industry specialists to
the general public, to evaluate firm
performance and assess its dependability
&  Okafor, 2024).
these statements could
if

unintentionally

(Diwe-Tochukwu
Nonetheless, lose
firms

distort

credibility intentionally

their

or
financial
statements in the absence of sufficient
sustainability disclosures, thereby distorting

the evaluation of earnings quality.
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Corporate Social Sustainability Disclosure
(CSSD),

increasingly significant as organisations begin

notwithstanding, has become
to realise the impact of corporate social
responsibilities on the wider stakeholder
community. In Nigeria, listed non-financial
organisations have intensified their corporate
social disclosure practices, which, in many
cases, have increased anticipation and debate
over their impact on earnings quality.
Although companies may engage in social
responsibility initiatives and corporate social
disclosures to improve perceptions of
transparency, the extent to which corporate
social disclosures impact the credibility of
released earnings remains questionable (Okpo
et al., 2024). The business environment in
Nigeria, with all its peculiarities, presents
several issues, such as corruption, transparency
and public confidence, which have created the
need for more disclosures on the part of
stakeholder groups’ investors, regulators and

customers (Erin & Bamigboye, 2022).

There is little empirical evidence on the effects
of sustainability initiatives on the quality of
financial reporting by listed non-financial
firms in Nigeria. The level of environmental
concerns is continuously increasing globally,

and firms' obligation to realise their

environmental impact is  consequently



inten\ériff'ying, leading in many circumstances to
higher-than-anticipated levels of mobilised
resources in emerging markets such as Nigeria.
Conversely, there is a significant paucity of
research on the effect of this disclosure on the
perceived quality of earnings from such firms
(Ukohetal., 2024). In Nigeria, where pollution
and other identified environmental concerns,
such as depleting natural resources, climate
change, continue to be a serious issue, the
quality and transparency of the CSSD in terms
of firms cleaning the environment and
to

contributing  back the nation/society,

therefore, can significantly influence the
quality of financial reporting (Ukoh et al.,
2024). Despite the increasing importance of
sustainability and responsible conduct, several
whether or

companies, individually

collectively may post minimal or no
information about their actual spending on
cleaning the environment, which might
compromise the authenticity of their earnings

reporting. Hence, this Study.

This study helps fill the gap by using earnings
persistence as a measure of earnings quality,
compared with SR. The uniqueness of this
study lies in its examination of the effects of
SR on the earnings quality of listed NFFs,
using earnings persistence from 2015 to 2024

as the basis. The year 2015 is used as the
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benchmark year because it was the year in
Nigeria when attention to sustainability

accounting and  disclosure increased
considerably following extensive sensitisation

to environmental and social governance issues.
LITERATURE REVIEW
Earnings Quality

Earnings quality refers to the degree to which
a firm’s reported financial statements depict its
actual earnings. Succahi (2016) observed that
it is generally understood to refer to how
closely figures in financial reports reflect a
firm's actual economic events. A high earnings
quality suggests that the figures disclosed in a
firm's financial reports are reliable and aid
decision-making for relevant stakeholders.
Reliable and accurate financial information is
an important indicator of earnings quality, as it
enhances the credibility and decision
usefulness of reported earnings (Abu Hamour
et al., 2024).1t is said that earnings persistence
is related to earnings quality (Ogiriki &

Asemota, 2024).

Sustainable earnings, on the other hand, are
said to reflect an organisation's ability to
generate earnings consistently without undue
or inappropriate manipulation over time,
thereby mitigating concerns about accounting
based short-term

information solely on



perfo\rrﬁirance rather than the company's
fundamental operations. A high level of
corporate social responsibility disclosure
suggests that a firm is committed to truth and
transparency, thereby placing greater reliance
on the reported information, which also
enhances its credibility. Hence, transparency in
financial information is believed to ensure the
quality of reporting. Henceforth, the EQ will
be proxied by the earnings persistence

(Rahman, 2023).
Earnings Persistence

Within the notion of earnings quality, earnings
persistence is the extent to which past earnings
levels can be used to predict future earnings.

Earnings persistence is identified as an
important measure of a company's
sustainability. High earnings persistence

indicates a consistent level of earnings over
time and that the current earnings of the
company are likely to persist, which may result
from non-volatile firm characteristics and also
indicate a strong business model. Low earnings
persistence suggests non-persistent current
earnings, which may reflect temporary shocks.
Hence, it is highly relevant, as it tends to
predict the organisation's future earnings and
may influence the company's perceived
financial performance. Earnings persistence is

considered an important factor that reflects a
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company's ability to maintain its earnings at

the current level in future periods and,
therefore, can be used to predict the company's
future earnings and performance. (Ogiriki &
Asemota, 2024). Earnings persistence refers to
the extent to which current earnings are
sustained or recur in future accounting periods,
thereby indicating the stability and
predictability of a firm’s earnings over time

(Zhou et al., 2022).
Corporate Social Sustainability Disclosure

lsl

Economic,

The aspect of within  sustainability

disclosure, i.e. Social, and
Governance (ESG), refers to 'Social’, includes
information regarding the stakeholders' rights
on Human Rights, labour values, welfare &
care, diversity policies, community relations,
and human capital development (health &
education). Umanah and Akpan (2024) opined
that social disclosure refers to the policy
guidelines, procedures, and measures related to
the organisation's social behaviour, policies,
and actions, and this means disclosing its
accountability toward its stakeholders rather
than its financial shareholders (Turban &
Greening, 2017). These features suggest an
organisation's commitment to improving
stakeholders' well-being in the long term,

sustainably (Jamali et al., 2017).



Corporate social performance (CSP), which

refers to a company's procedures, policies, and
outcomes for addressing its various social
issues, is the company's responsibility to its
stakeholders other than financial shareholders,
including employees and society at large
(Adams, 2012). Social performance, according
to Lubis et al. (2019), represents a firm's
responsibility to improve employees' welfare,
enhance its performance, and contribute to the
By
disclosing labour practices, employee well-

economic development of a nation.

being, and stakeholder relationships in relation
to social performance issues, such as human
rights, employee relations, and community
development, stakeholders and the public are
provided with evidence of commitment to
sustainability and social well-being (Umanah
& Akpan, 2024).

Theoretical Framework

This

signaling theory to emphasise the impact of

research will be based on quality
sustainability disclosures on investor returns.
Firms changing their disclosure policy in an
effort to signal earnings often end up revealing
more or even clearer information. In most
cases, the theory has proven capable of
explaining why some signals are more credible
than others (Sun et al., 2020); this effect is

amplified in competitive contexts, where
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voluntary disclosures are likely to be even
more refined. Corporate strategies will act as
signals to stakeholders in an environment
characterised by information asymmetry. A
positive signal can be derived from favourable
financial performance, such as profit
maximisation. It aims to fill the information
gap between managers who know the inside
story and investors who rely on financial
statements. Well-performing companies will
differentiate  themselves  from  poorly
performing ones by subtly reducing additional
messages in the financial statements, such as
solid profits and specific ratios, which, in most
cases, offer investors a glimpse into what will
happen next and the smooth operation.
Investor confidence can decline with these
signals, sometimes leading to new market
directions for shares and an increase in profits.
Signaling theory is also being implemented in
this The detailed

disclosed by companies affects their value and

section. information

subtly influences investors' decisions.
Signaling theory can be utilised to analyse the
relationships among size, profitability, and the
value of information disclosed by companies
in predicting future performance for capital

markets and stakeholders.

Empirical Review



N A
Liu 50/25) conducted research about the
relationship between ESG performance and
earnings management. From the study, we
that has a

found ESG performance

significantly negative impact on accrual

earnings management and real earnings
management. It indicates that firms with high
ESG performance are less likely to manage
earnings due to close stakeholder monitoring
and reputational pressure. Alodat et al. (2024)
investigate the association between corporate
sustainability  disclosure and  earnings
management in Jordanian listed non-financial
Data 66

listed on the Amman Stock

companies. on non-financial
companies
Exchange between 2017 and 2020 were
collected for this study. Earnings management
was estimated using the Modified Jones Model
and the Kothari Model. The relationship
between sustainability disclosure and earnings
management was tested, and greater adherence
to the sustainability disclosure checklist is
associated with significantly lower earnings

management.

Meanwhile, Ningsih et al. (2023) examined the

relationship between SR practices and
Earnings Management (EM) in Indonesia from
2010 to 2021 and explored the effect of EM on
SR. Panel-data estimation techniques indicate

that firms employing EM have higher SR.
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Generally, the findings provide substantial
empirical evidence that SR and profit
management are inextricably linked, especially
in the context of Indonesia’'s dynamic business
environment. Diwe-Tochukwu and Okafor
(2024) analysed the impact of corporate
profitability on the SR of Nigerian listed oil
and gas companies. Data from the reports of
listed companies for the years 2009-2022 were
used in this research. The hypothesis was
tested using the F-statistic, and a panel
regression analysis was used to demonstrate
the influence of SR on profitability. The study
revealed that the NPM and ROE of the quoted
oil and gas firms did not change despite the

firms' presence of appropriate CSSD.

Joshua and Akintoye (2022) examine the
impact of sustainability disclosure on real EM
of nine Nigerian listed firms between 2015 and
2019. Multiple

indicate that SR negatively influences real EM,

linear regression results
suggesting that sustainability disclosure may

reduce the tendency for firms to manipulate

earnings. Akintoye and Kassim (2022)
examine the association between
environmental regulation and disclosure

practices for 16 manufacturing companies
listed on the Nigerian Stock Exchange from
2011 to 2020. The results of the research show

that environmental disclosure is not



»k?4
detrimental to the quality of financial reports,

whereas profit is.

METHODOLOGY

Secondary sources of data were used for this
study. Data relevant to this study were
extracted from the annual audited report of the
selected Non-Financial Firms for the period of
(2015-2024), being a book that contains
virtually all the variables under the study. In
addition, Securities and Exchange
Commission reports and Nigerian Exchange
Group fact books covering the period of study
were duly consulted to gather variables not
captured by the banks' annual reports. This
study employed a longitudinal research design.
This is because this research involves repeated
observations of the same variables (NFFs in
Nigeria) throughout the study. The study
population comprises the 65 quoted NFFs in
Nigeria as of 31 December 2025. A purposive
sampling technique was employed to select 38
NFFs, as this approach deliberately selects
non-financial firms based on predefined
criteria such as industry relevance, years of
operation, and accessibility to complete
financial reports. This study employed both
inferential  statistical

descriptive  and

approaches to achieve its objective. The 38
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NFFs selected from the total population

represent approximately 58.46%.

Model Specification

To ascertain how
influences the EQ of listed NFFs in Nigeria, a

model adapted from Yeye & Egbunike (2023) was

sustainability  reporting

employed in both functional and stochastic
formats.
EPST = f(SD,FSZ,LEV,FAG)

(3.6)
EPST;; = Ao + AESPT;;_q + Ao, ED;¢ +
AoySDi¢ + Ao3GDjr + Ao ,FSZiy + Ao LEV;, +
06FAG + €;¢ (3.4)
Where:

EPST= Earnings persistence

SD = Social disclosure

FSZ = Firm size’

LEV= Financial Leverage

FAG= Firm Age

Og, Ay = Constant parameters

84 — 04, = ‘Coefficient of parameter for Model
1

A — A4, = coefficient of parameter for Model 2
Eir= Error terms

Note the subscription index “it”

i
t

company

time’
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Measurement of VVariables
Table 1: Summary of Measurement of Variables

Fuoye Journal of Management, Innovation and Entrepreneurship.

Variables Type Varia Measurement Source
of Variable ble
Labels
Earning persistence  Dependent EPST  EPS;; = 6g+0,EPS;_1+6;, (Ali &
Where; Zarowin
EPS;, =Earnings per share for 1992;
firm i at time t. ands;, = Error Lyimo
term of the equation (2014)
Social disclosure Independent SDI Number of items of corporate Umanah
Social disclose divided by total and Akpan,
disclosure. It is proxy Social (2024)
Reporting Index (SDI).
Firm Size Control FSZ Natural log of total assets Yeye &
Egbunike,
(2023)
Leverage Control LEV the ratio of total liabilitiesto total Yeye &
equity of book value Egbunike,
(2023)
Firm Age Control FAG Natural Log (1 + Age of Awuah-
Corporation) Agyeman,
(2016)

Source: Authors’ Compilation, 2026
RESULTS AND DISCUSSION
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This section presents and interprets the results
obtained from the analysis of the research
and inferential

hypotheses.  Descriptive

statistics were used to draw inferences from the

Table 2: Summary of Descriptive Statistics
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data, enabling valid conclusions and evidence-
based recommendations.

Descriptive Statistics

EPST SD FSZ LEV FAG
Mean 0.5163 0.5546 7.1832 1.1056 29.9632
Median 0.4712 0.5700 7.1269 0.6181 34.000
Maximum 1.0000 1.0000 9.2409 16.673 55.0000
Minimum 0.0268 0.0000 5.0927 -1.8132 1.0000
Std. Dev. 0.2946 0.4557 0.9150 1.6899 12.993
Skewness 0.3158 -0.2371 -0.0239 4.6361 -0.7433
Kurtosis 1.8652 1.2294 2.2332 30.9745 2.4047
Jarque-Bera 26.7059 53.1976 9.3470 13751.97 40.6029
Sum 196.2049 210.740 2729.60 420.1227 11386.00
Sum Sq. Dev. 32.8867 78.7170 317.311 1082.306 63985.48
Observations 380 380 380 380 380

Source: Authors’ Computation, 2026

The result showed that, the mean earning
persistence is 0.5163, indicating quite healthy
rates of earning persistence. This ranges from
0.0268 (minimum) to 1.0000 (maximum). The
computed standard deviation was relatively
small (0.2946), indicating that the EPST data
points are closely scattered around their mean.
The EPST shows slight right skew, as the mean
(0.5163) exceeds the median (0.4712). The
Kurtosis value for EPST is 1.8652, which is <
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3. Thus, the data are platykurtic, meaning they

are flatter than a normal distribution.

It also concludes that the average social
0.555, that

companies in the sample display more than 50

disclosure  was indicating
per cent of their SD data points. There are wide
variations in the SD values around their mean
values among sample firms, as reflected in a
relatively small standard deviation of 0.4557,
indicating a wider distribution. The average

log of firm size was 7.1832. The Jarque-Bera



"
test é:itistics for all variables were found to be
below the 0.05 significance level, indicating
rejection of the null hypothesis. For
comparison, the leverage average was 1.1056,
which implies that the average debt level of the

companies under consideration was greater

Table 3: Correlation Matrix

Fuoye Journal of Management, Innovation and Entrepreneurship.
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than the average equity level. In contrast, the
average age was 29.9632, with a minimum of

1 and a maximum of 55 years.

Correlation Analysis

Probability EPST  SD FSZ LEV  FAG

EPST 1.0000

SD 10.0276  1.0000
(0.5919)  -----

FSZ 104246 0.0413  1.0000
(0.0000) (0.4226) -----

LEV 10.1352  0.0634 0.0165  1.0000
(0.0083) (0.2176) (0.7488)  -----

FAG 10.0162 -0.1569 0.0569  0.0247 1.0000
(0.7523) (0.0022) (0.2681)  (0.6317) -----

Source: Authors’ Computation, 2026

The correlation results in Table 3 revealed that
social disclosure exhibited a weak, negative
correlation with EPST (coefficient = -0.0276).
Firm size was found to have a negative and

significant association with EPST (coefficient:
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-0.4246). Conversely, Firm age exhibited a
negative relationship with EPST (-0.0162).
The correlation coefficients for the other
regressors are less than 0.5, indicating weak

relationships and no multicollinearity.
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Table 4: Estimated System GMM Panel Regression

Variables Coefficients t-stat P-val.
EPST (-1) 0.4009 12.6501 0.0000
SD 0.0664 2.4875 0.0134
FSZ -0.3369 -2.7985 0.0055
LEV -0.0094 -1.1405 0.2550
FAG 0.0016 0.2913 0.7710
J-statistic 32.8065

Prob(J-stat) | 0.2856

AR(1) P-val | 0.3421

AR(2) P-val | 0.8782

Wd X? p-va | 0.0000

Instr rank 38

Source: Researchers’ Compilation (2026)

The post estimation tests from the second order
autoregression AR(2) and Prob (J-statistic) test
that the of the

autoregression are not significant, as the

indicate coefficients
probabilities obtained were both greater than 5
per cent. This indicates that there is no serial

autocorrelation in the residuals. The Sargan
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Test (J-stat.) also produces a probability value
of an impressively large percentage. Therefore,
there is evidence to support the null hypothesis
of overidentifying restrictions. The tests
confirm that all the instruments are appropriate
and that the model is well-fitted for predictive

purposes.
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Hypo'th'esis Testing Results

Ho: Corporate social sustainability disclosure
does not influence the earnings quality of listed
NFFs in Nigeria. The result revealed that social
disclosure had a positive and significant effect
on earnings persistence, with coefficient of
0.0664 and t-values of 2.4875 (P< 0.05),
respectively. This implies that firms can reap
financial benefits from increased disclosure
and a commitment to social responsibility,
thereby improving financial sustainability and
profitability. Higher earnings quality is also
generally seen as a sign of good management
practices and operational efficiency, which
will encourage investments. A high degree of
transparency regarding social impacts is
expected to lower the cost of capital for such
firms, as they are likely to be perceived as less
risky. Hence, the null hypothesis is rejected at
Firm size showed a

effect

the 5 per cent level.

negatively significant on earning
persistence with coefficient of 0.3369 and p-
value of 0.0055, indicating that sampled large
firms were associated with reduced earnings
persistence. Leverage showed a negative
insignificant effect on EPST (coefficient of -
0.0094 and p- value of 0.2550). Firm age was
positively significant to EPST with coefficient

of 0.0016 and p- value of 0.7710.

DISCUSSION OF FINDINGS
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In line with the objective, the result confirms
that social disclosure has a significant positive
effect on earnings quality. This suggests that
transparency in corporate social disclosure
enhances a firm's credibility and reputation
among its various stakeholders and the

community, thereby increasing its
profitability. Higher earnings quality means
greater stakeholders' confidence in reporting
and better company valuations, leading to
increased firm value. Moreover, such firms are
expected to have lower capital costs since the
investors perceive them as less risky. This is
consistent with Ningsih et al. (2023) but
contrary to the findings of Joshua and
Akintoye (2022) and Olagunju et al. (2023).
However, Ighosewe (2021) found that CSR

insignificantly reduces Tobin's Q.

Regarding the control variables, the results
yield the following practical implications. The
negative and significant effect of firm size
implies that larger firms are more trusted and
seen as more stable by investors and the
community. Leverage, showed negative and
significant result implies that firms with high
leverage face greater risk and higher costs of
capital, and lenders or investors may not view
the firm favourably, thereby reducing the
firm's access to funds. Lastly, The positive and

significant impact of firm age suggests that



r}\?4
older firms have better-structured, more

refined governance systems thereby enhancing

their earnings persistence.

CONCLUSION
RECOMMENDATIONS

AND

Conclusion

This paper investigates the effect of corporate
social sustainability disclosure on the earnings
quality of listed NFFs in Nigeria. This research
is necessitated by the growing importance of
sustainability reporting and the question of
whether corporate social disclosures result in
truthful, consistent, and reliable earnings
reporting. The results showed that corporate
social  sustainability  disclosure has a
significant positive impact on the earnings
quality of listed NFFs in Nigeria. Thus, the
the of

sustainability disclosure by NFFs, the higher

greater level corporate  social
the quality of their reported earnings. The
higher disclosure levels relate to labour issues,
employee welfare, health and safety at work,
community involvement, human rights, gender
diversity, product liability and philanthropy,
leading to greater confidence in company
reporting and increased firm transparency.
Consequently, corporate social sustainability
disclosure is a valuable predictor of earnings

quality for listed Nigerian NFFs; it is not
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merely a publicity-oriented tactic but an
essential tool through which investors can

build confidence in company reports.
Recommendations

Firstly, firms in Nigeria's non-financial sector
should improve upon the quality of their
corporate social sustainability disclosure by
ensuring that comprehensive and assurance-
level information regarding labour issues,
employee welfare, health and safety at work,
community development, human rights,
gender diversity and equal opportunities,
product responsibility, philanthropy, charity,
etc., is fully captured. It should reflect real time
and not just publicity. Secondly, the FRCN,
NEG, and other stakeholders are urged to
encourage listed companies to continue
improving their social sustainability reporting.
This is essential for transparency, consistency,
and comparison, and also helps investors
verify information from companies. Lastly,
companies must include social sustainability
reporting into their corporate governance
framework and reporting system, and consider
the reports not just as PR strategies but as part
of the planning process for board
responsibility, risk management, and internal

control.
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