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Abstract
The interconnection among sustainability reporting, foreign ownership and value of 
firms remains an unresolved issue in developing economies, especially for the Nigerian 
manufacturing sector, where sustainability practices and foreign investment are 
important. This study examined the interactive effect of sustainability reporting and 
foreign ownership on the value of manufacturing firms listed on the Nigerian Exchange 
Group. Ex-post facto research design was employed and the study utilized 46 listed 
manufacturing firms using purposive sampling technique from 2015 to 2024. “Least 
Square Dummy Variable” regression method was applied in analyzing the panel data, with 
Tobin’s Q and Market-to-Book Value (Mtbv) as proxies for firm value. Explanatory variables 
were environmental reporting, social reporting and governance reporting, with foreign 
ownership as the moderating variable. The findings revealed that the interaction between 
environmental reporting and foreign ownership significantly enhance firm value (Tobin’s 
Q) while the interaction effect was insignificant for Mtbv. The interactive effect of social 
reporting and foreign ownership had an adverse effect on firm value when measured as 
Mtbv and did not have significant influence on Tobin’s Q. Furthermore, the interactive 
effect of governance reporting and foreign ownership showed no significant impact on 
firm value when measured as Tobin’s Q and Mtbv. Thus, managers are advised to align 
sustainability strategies with global reporting standards, while policymakers should 
strengthen regulatory frameworks to enhance transparency and investor confidence.
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1.	 Introduction

The concept of sustainability reporting has gained significant attention in the global 
business discourse as companies striving to create a balance between achieving economic 
goal as well as environmental and social responsibility. It is the practice of reporting 
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non-financial information about environmental, social and governance (ESG) activities, 
in which stakeholders can use to evaluate the sustainability of a business enterprise 
(Sulemana et al., 2025). The use of sustainability reports allows companies to analyze their 
contribution to different aspects of environmental, social, and governance degradation 
and promotes more transparency in disclosing the risks and opportunities confronting 
the companies (Feng, 2025). Furthermore, sustainability reporting has become an 
accountability tactic, as well as a strategic instrument of modern business organizations, 
which increases performance and legitimacy (Almashhadani & Almashhadani, 2023). 
Voluntary and compulsory disclosure of sustainability practices has been on the rise in the 
last decade as a result of regulatory frameworks, expectations of investors and corporate 
governance reforms (Khamisu & Paluri,2024). In the developed markets, companies use 
sustainability reporting to create transparency and accountability, thus improving their 
corporate image and minimizing information asymmetry (Alamoudi, 2025; Van Linh, 2022). 
Sustainability reporting adoption in Africa including Sub-Saharan countries remains 
inconsistent mainly due to weak enforcement in some countries, cost implications, 
and lack of standardized reporting framework (Igwe et al., 2023). In Nigeria, however, 
the regulatory bodies (Financial Reporting Council of Nigeria (FRCN) and the Nigerian 
Exchange Group (NGX) introduced the guidelines of sustainability disclosure, influencing 
listed companies to incorporate their ESG considerations into their corporate strategy, 
although the implementation is still voluntary (Agbakwuru, 2024). 

Despite the increasing adoption of sustainability reporting, its impact on value of the 
firm remains a subject of debate. Firm value is a significant tool of business performance, 
and it indicates the financial well-being of a firm, investors’ worth and long-term growth 
prospect. Empirical literature indicates that companies that have high-quality sustainability 
reporting have better investor confidence, lower capital costs, and better valuation of the 
company (Hasanah et al., 2023). Nevertheless, few studies have asserted that sustainability 
reporting can impose financial burdens on firms, especially in emerging markets, thereby 
affecting short-term profitability (Dase et al., 2024; Hasanah et al., 2025). However, in the 
manufacturing industry of Nigeria, business enterprises often find it difficult to achieve 
and sustain high value due to various structural and governance-related issues (Akinleye 
& Olanipekun, 2024). Manufacturing sector is a key element in the development of the 
economy of Nigeria by being a major source of employment, industrialization as well 
as innovation. Also, poor infrastructure, unstable power supply and volatile government 
policies limit their performance and value creation (Onye et al., 2023). In addition, Nigerian 
manufacturing companies have not fully integrated sustainability practices into their 
reporting system attributable to uncertain financial return, laxity in regulatory requirement 
and limited expertise thus raising question of whether sustainability reporting enhance 
value of the firm or a mere regulatory compliance. Therefore, there is need to examine 
whether sustainability disclosure practices can enhance the value of the firms.

Another critical determinant of firm value is the ownership of firms especially the presence 
of a foreign investor. One of the factors that have gained considerable prominence is 
foreign ownership as the proportion of a firm’s equity held by investors outside the home 
country (Nofal, 2020; Roedder & Schmid, 2025). Foreign ownership has the potential 
to enhance corporate governance, improve financial performance and promote the 
adoption of international best practices in sustainability reporting as foreign investors 
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usually demand a greater level of disclosure and compliance with international reporting 
frameworks (Fuadah et al., 2022; Ghosh, & Sahu, 2024).  Foreign ownership is important for 
emerging markets where domestic capital is often limited. The role of foreign ownership 
as a moderating variable remains underexplored, especially in the manufacturing industry 
of Nigeria where ownership structure of firms differs largely. In Nigeria, foreign capital is 
vital not only for bridging financing gaps but also for promoting reforms in disclosure 
practices, such as environmental, social and governance (ESG) reporting (Yahaya, 2025). 
By moderating the relationship between sustainability reporting and firm value, foreign 
ownership offers an analytical perspective to the strategic and performance-related 
impacts of sustainability disclosure, this is important for policy makers, investors and 
corporate managers. Thus, this research addresses the gap by revealing the impact of the 
sustainability reporting on the firm value as well as the moderating role of the foreign 
ownership of firms operating in the manufacturing sector in Nigeria.

2.	 Literature Review

Conceptual Literature Review

Firm value has received a considerable amount of academic interest in the fields of 
accounting and corporate finance; it reflects the market’s perception of a business 
enterprise economic worth.  It is generally described as the overall financial health and 
the future growth potential of a firm, measured with financial indicators such as Tobin’s 
Q, market capitalization, returns on assets (Bui et al., 2023). It is considered to be one 
of the most important factors that can influence investor’s confidence, incorporating 
profitability, efficiency, and firm risk exposure, thus making it an important measure of 
evaluating the long-term viability of a firm and its investment attractiveness (Bagh et al., 
2025). Firm value can be evaluated based on the financial framework applied but tends 
to base on the performance, market stability and shareholder value creation. In the case 
of emerging economies like Nigeria, firm value is highly susceptible to macro-economic 
changes, regulatory adjustments and investor sentiment making it a key subject of interest 
to financial analysts and policymakers.  Corporate governance practices are often related 
to firm value, as well-built governance systems promote transparency, reduce agency 
conflicts and improve investor confidence (Bagh et al., 2025).  Governance related factors, 
such as board composition, ownership concentration and adherence to regulations can 
remarkably influence the value of the firm (Bunyaminu et al., 2025). This study measures 
firm value using market to book value and Tobin’s Q.

Sustainability reporting involves the standard reporting on environmental, social and 
governance (ESG) practices of firms in order to communicate their sustainability initiatives 
and corporate responsibility to the stakeholders. It entails the systematic disclosure 
of impact of a firm on the economic, environmental and social aspects, as a way of 
enhancing accountability and transparency (Acheampong et al., 2025). Sustainability 
reporting has received a lot of attention in recent times as organizations strive to 
reconcile both the financial performance and responsible business practices. International 
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reporting frameworks like “Global Reporting Initiative” (GRI), “Sustainability Accounting 
Standards Board” (SASB) and the Integrated Reporting Framework have intensified firms 
to standardize and improve their disclosure activities.  Sustainability reporting helps 
companies to show that they are in compliance with regulations and ethical requirements, 
fostering trust among investors, customers, and other stakeholders (Sulemana et al., 2025).  
The increasing emphasis on sustainable business practices has positioned sustainability 
reporting as an integral part of corporate governance and strategic decision-making. 

Environmental reporting is extremely relevant in key industries such as manufacturing, 
building and construction, agriculture, oil and gas, which face increased stakeholder 
pressure due to the risks of overexploitation of resources and high rates of carbon emissions. 
It relates to disclosure of information about a company concerning its environmental 
performance, policies and its effect on the ecological sustainability. The key aspects of 
environmental reporting are greenhouse gas emissions, carbon disclosure, energy usage, 
waste management, protection of biodiversity, and environmental legislation standards.  
Moreover, Social responsibility is an ethical duty of corporations to give back to the society 
through solving social problems, fair employment policies and community development.  
It is a key element of sustainability reporting and is important in ensuring that businesses 
disclose the social effects, which include their labor practices, health and safety at work, 
human rights, community involvement, public policy, product responsibility, and training 
and education, among others (GRI, 2021). Furthermore, governance reporting plays an 
important role in ensuring accountability and transparency of a corporation as it provides 
insights into how firms are governed and controlled. It addresses the board composition, 
internal controls, shareholder rights, risk management, executive remuneration, etc. 
Governance reporting thus is very critical in reducing agency problems between the 
managers and shareholders, as it helps to ensure that management’s actions align with 
the interests of the shareholders and that of stakeholders. Nonetheless, sustainability 
reporting adoption is industry and geographical based with the developed economies 
showing higher levels of compliance than the emerging markets. In North America and 
Europe, companies have gone to great efforts in embedding sustainability reporting in 
their financial reporting procedures with a significant percentage of these initiatives 
promoted by regulatory requirements and growing stakeholder sensitivity (Suhatmi 
et al., 2024).  Conversely, sustainability reporting in the emerging economics such as 
Nigeria is highly voluntary, most companies engage in selective disclosure practices 
to meet the expectations of their investors rather than to conform with the global 
sustainability demands. Lack of stringent regulation on certain jurisdictions has resulted 
in inconsistencies in the quality of sustainability reporting, which effectively restrains the 
effectiveness of its disclosures.

Foreign ownership is the percentage of the company equity that is possessed by the 
investors or other people or organizations that are not domiciled in the jurisdiction of 
the firm. These investors can be institutional investors like mutual funds, hedge funds, 
pension funds, and multinational corporations, and are often deemed as a key aspect 
of corporate governance structure since they may affect management decision-making, 
operational policy, as well as performance. Foreign investors, particularly institutional 
ones, often push for cost-efficiency, innovation and strategic expansion into new markets 
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(Drobetz et at., 2024). They may encourage firms to adopt globally competitive business 
models, invest in research and development, and implement sustainability initiatives 
to meet international standards. In developing economies, foreign ownership has been 
associated with improved financial performance, as it introduces advanced managerial 
expertise, access to superior technology, and enhanced operational efficiencies (Webster 
et al., 2022).

Theoretical Underpinning and Hypothesis Development

The interrelation among sustainability reporting, foreign ownership and value of the 
business enterprise is best explained by stakeholder’s theory. Developed by Freeman 
(1984), the theory implies that companies are accountable and obliged to broad diverse 
of stakeholders, such as shareholders, customers, employees, suppliers, regulators and 
the community, in general. This perspective shifts corporate decision-making beyond 
the traditional shareholder-oriented paradigm of profit maximization to a more inclusive 
approach that prioritizes long-term sustainability and interests of all stakeholders (Hasanah 
et al., 2023). Sustainability reporting aligns with the core principles of Stakeholder 
Theory, as firms engage in Environmental, Social and Governance (ESG) disclosures 
to demonstrate their commitment to responsible business practices. This can help in 
building trust and legitimacy among the stakeholders, therefore, may potentially improve 
the value of the firms by attracting ethical-oriented investors, strengthening the brand 
reputation and fostering customer loyalty (Handoyo & Anas, 2024; Sulemana et al., 2025). 
In addition, foreign investors tend to favor companies with transparent sustainability 
practices, as these reflect sound corporate governance and risk mitigation strategies 
(Aksan & Gantyowati, 2020). This emphasizes the moderating role of foreign ownership 
in influencing how sustainability reporting translates into firm value. The theory suggests 
that business enterprise that effectively engage the stakeholders through sustainability 
programs may experience reduced regulatory scrutiny, increased access to financial 
markets and lower capital costs, contributing to improved firm value (Naseer et al., 2025; 
Rohara, 2025). Conversely, corporate organization that neglect stakeholder demands, 
i.e., environmental degradation, unethical labor practices, face the risk of losing their 
market worth by divesting investors and suffering a negative reputation (Zakaria, 2025). 
The global trend toward sustainable finance and responsible investing reinforces this 
dynamic, as institutional investors, including foreign shareholders, increasingly integrate 
ESG criteria into their investment decisions. Also, organizations with significant foreign 
ownership can be influenced to align with global best practices, as multinational investors 
demand higher transparency and accountability. As a result, foreign ownership serves as 
an external governance mechanism, enhancing the credibility of sustainability disclosures 
and making it go beyond non-financial reporting, which is superficial (Adejumo et al., 
2025; James et al., 2025). The stakeholder theory is appropriate to this study since it 
provides a comprehensive approach to the synergies among sustainability reporting, 
foreign ownership and firm value. It clarifies the rationale behind the companies engaging 
in sustainability disclosures and the impact of disclosures on the value of firms through 
the expectation and preference of various stakeholders.



ACTA VŠFS, 1/2026, vol. 20, www.vsfs.cz/acta56

Review of Empirical Studies

Sustainability Reporting, Foreign Ownership and Firms’ Value

In terms of those that conducted studies on the three variables, review for the studies of 
Laurensia et al. (2024) reported that foreign ownership and sustainability disclosure does 
not affect firm performance. Also, Putri et al. (2024) in Indonesia found that institutional 
ownership did not moderate the relationship between sustainability disclosures and 
firm value. Hasanah et al. (2023) in Indonesia examined how sustainability reporting and 
foreign ownership jointly impact value and found that firms with higher sustainability 
disclosure and substantial foreign ownership experienced significant improvements 
in value. Likewise, in Egypt, Abousamak et al. (2023) studied the banking sector and 
discovered that sustainability reporting and foreign ownership positively influenced firm 
value. Rukmiyati et al. (2023) disclosed that investor’s assessment had great influence 
on the positive link between sustainability reporting and firm value. In contrast, Liou 
et al. (2023) disclosed for the observed listed firms in Taiwan that foreign ownership 
weakens the connection between SR and firms’ performance. Similarly, Muhammad and 
Aryani (2021) studied Indonesian listed firms and found that while foreign investors 
encourage sustainability reporting, the pressure for short-term profits may sometimes 
result in financial instability, thereby lowering firm value. Also, Aksan and Gantyowati 
(2020) reported that firms that engage in sustainability disclosure and with strong foreign 
ownership structure attract more foreign investors, leading to enhanced firm value for the 
sampled Indonesian firms.

Going by the conceptual and empirical review of literature, it was noted that many 
researchers (e.g., Abousamak et al., 2023; Aksan & Gantyowati, 2020; Hasanah et al., 
2023; Husnaini & Basuki, 2020; Muhammad & Aryani, 2021; Onoh et al., 2022; Putri et al., 
2024; Rukmiya et al., 2023) have investigated the effect of sustainability reporting on 
firm value, however, their results are inconclusive. One notable gap of this study is the 
lack of comprehensive studies that examine the moderating role of foreign ownership 
in the relationship between sustainability reporting and firm value. Also, many existing 
studies employed aggregated sustainability measures, failing to distinguish between 
environmental, social and governance components, which may have diverse effects on 
firm value. It is in lieu of these diverse findings we hypothesize that:

H01: Foreign ownership does not significantly moderate the relationship between 
sustainability reporting and value of listed firms operating in Nigeria manufacturing 
sector. 

3.	 Methodology 

The study employed an ex-post facto research design, due to the fact that past firm 
information which cannot be manipulated was used. The data collected for the study 
was through secondary source obtained from financial statements, annual reports as 
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well as sustainability disclosures that are released by listed manufacturing companies 
between the years 2015 and 2024. The population of this study consisted of all the 
fifty-nine (59) manufacturing firms listed on the Nigerian Exchange Group (NGX) as of 
2024. Due to the need for complete sustainability reporting data over the period of the 
study, purposive sampling technique was employed to select 46 firms that consistently 
disclosed environmental, social and governance (ESG) information. This approach aligns 
with previous studies (Hasanah et al., 2023) that examined the same subject matter in an 
emerging economy. The method of analysis is the panel regression analysis.

Model Specification 

For the purpose of this study, the following models are specified:

Model 1: Moderating Role of Foreign Ownership in the Relationship between 
Sustainability Reporting and Firms’ Value using TOBIN’S Q 

Tobqit = λ0 + λ1Envdit + λ2Socdit + λ3Govdit + λ4Fownit + λ5(Fownit × Envdit) + λ6(Fownit × Socdit) 
+ λ7(Fownit × Govdit) + λ8Fsizit + λ9Eapsit + λ10Mcapit + λ11Detait + μit                                          (1)

Model 2: Moderating Role of Foreign Ownership in the Relationship between 
Sustainability Reporting and Firms’ Value using Market-to-book-value

Mtbvit = τ0 + τ1Envdit + τ2Socdit + τ3Govdit + τ4Fownit + τ5(Fownit × Envdit) + τ6(Fownit × Socdit) 
+ τ7(Fownit × Govdit) + τ8Fsizit + τ9Eapsit + τ10Mcapit + τ11Detait + μit                                           (2)

Where: Tobq = Tobin’s Q, Mtbv = market-to-book value, Envd = environmental reporting, 
Socd = social reporting, Govd = governance reporting, Fown = foreign ownership, Fsiz = 
firm size, Eaps = earnings per share, Mcap = market capitalization, Deta = leverage, β, α, 
λ, τ = coefficients of explanatory variables employed, μ = error terms, i = firm indicator, t 
= time indicator.
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Table 1: Measurement and Operationalization of Variables

Variable Measurement Sources

Dependent Variables

Tobin’s Q (Tobq) Addition of market 
capitalization and total 
liabilities minus cash divided 
by total assets.

Butt et al. (2023)

Market-to-Book Value (Mtbv) Market capitalization scaled 
by book value of equity

Benslama et al. (2025)

Independent Variables

Environmental Reporting 
(Envd)

Measured using the GRI 
environmental disclosure 
index

GRI (2021), Atanda et al., 2021

Social Reporting (Socd) Measured using the GRI social 
disclosure index

GRI (2021), Atanda et al., 2021

Governance Reporting (Govd) Measured using governance 
disclosure scores

GRI (2021), Atanda et al., 2021

Moderating Variable

Foreign Ownership (Fown) Percentage of shares held by 
foreign investors

Saini & Singhania (2019)

Control Variables

Firm Size (Fsiz) Natural logarithm of total 
assets

Islam et al. (2023)

Earnings Per Share (Eaps) Net profit after tax scaled by 
total outstanding shares

Gharaibeh et al. (2022)

Market Capitalization (Mcap) Natural logarithm of market 
capitalization

Narayan et al. (2011)

Leverage (Deta) Total debt divided by total 
assets

Njoku & Lee (2025)

Source: Authors’ Compilation (2025)

4.	 Results Presentation
Descriptive Statistics 

This section presented important statistical information and overview of the characteristics 
of the explanatory variables (environmental reporting, social reporting and governance 
reporting), dependent variables (Tobin’s Q and Market-to-Book Value), and moderating 
variable (foreign ownership). Table 2 revealed the descriptive statistics for the study.
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Table 2: Descriptive Statistics 

Variable  Obs.  Mean  Std. Dev.  Minimum  Maximum

 Tobq 460 1.668 1.740 0.030 15.050

 Mtbv 460 3.245 9.623 -76.190 91.690

 Envd 460 0.135 0.257 0.000 1.000

 Socd 460 0.333 0.191 0.000 1.000

 Govd 460 0.384 0.200 0.000 1.000

 Fown 460 0.482 0.500 0.000 1.000

 Fsiz 460 7.168 0.949 5.120 9.520

 Eaps 460 2.002 7.251 -32.340 57.630

 Mcap 460 6.935 1.149 4.700 11.990

 Deta 460 65.694 37.219 2.010 351.720

Source: Authors’ Computation (2025)

Tobin’s Q (Tobq) - the dependent variable had a mean value (1.668) with a standard 
deviation value (1.740), indicating that, on average, the market value of the listed 
manufacturing firms in Nigeria was about 1.67 times their asset replacement costs. 
The high standard deviation implied considerable variability in firm values across the 
sample. The minimum and maximum values range from 0.030 to 15.050, suggested that 
while some firms had relatively low market valuations, others were valued significantly 
higher, highlighting disparity in firm value within the industry. The second measure of 
firm value, Market-to-Book Value (Mtbv), had a mean value (3.245) with relatively high 
standard deviation value (9.623), reflecting wide disparity in the firms’ market valuation 
relative to their book value. The minimum value and maximum value were -76.190 and 
91.690 respectively. The negative minimum value suggested that some firms may have 
experienced financial distress, leading to market values falling below their book values.

For the independent variables, Environmental reporting (Envd) had a mean score of 
0.135 with a standard deviation of 0.257. This low mean suggested that the level of 
environmental disclosure among the sampled firms was generally low. The maximum 
score of 1.000 indicated that some firms provided comprehensive environmental 
reporting. Social reporting (Socd) showed a mean of 0.333 and a standard deviation of 
0.191, indicated a relatively higher level of social disclosure compared to environmental 
reporting. The maximum score of 1.000 showed that some firms fully comply with social 
reporting standards, while others did not engage in social disclosures at all as indicated 
by the minimum score of zero. Governance reporting (Govd) had a mean value (0.384) 
with std. dev. value (0.200), suggested moderate governance disclosure levels among the 
firms. While some firms provided full governance disclosure, others still lag.

The moderating variable, Foreign Ownership (Fown), had a mean value (0.482) with 
standard deviation value (0.500). This suggested that, averagely, about 48% of the 
ownership in the sampled firms was held by foreign investors. The minimum and 
maximum values of 0.000 and 1.000, respectively, indicated that while some firms had 
no foreign ownership, others were fully owned by foreign investors. For the control 
variables employed, the mean and std. dev. values for firm size (Fsiz) were 7.168 and 
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0.949 respectively. The minimum value of 5.120 and maximum value of 9.520 implied 
a moderate spread in firm sizes, suggested that while some firms were relatively small, 
others were considerably larger. Earnings per share (Eaps) had a mean of 2.002 and a high 
standard deviation of 7.251, suggested substantial variability in profitability across firms. 

Normality Test

Normality test was conducted to assess whether the data distributions for firm value, 
sustainability reporting components, as well as the moderating variable, Foreign 
Ownership (FOWN), and control variables followed a normal distribution. The Shapiro-
Wilk test was employed to evaluate the normality of the data distributions for key 
variables.

Table 3: Result for Data Normality

Variables 
Employed 

Obs. W V z Prob > z

tobq 460 0.594 149.173 12.085 0.000

mtbv 460 0.433 208.627 12.895 0.000

envd 460 0.904 35.178 8.597 0.000

socd 460 0.955 16.526 6.772 0.000

govd 460 0.977 8.513 5.171 0.000

fown 460 1.000 0.097 -5.625 1.000

fsiz 460 0.985 5.541 4.134 0.000

eaps 460 0.484 189.831 12.667 0.000

mcap 460 0.969 11.572 5.912 0.000

deta 460 0.757 89.481 10.851 0.000

Source: Authors’ Computation (2025)

Table 3 above revealed that the dependent variables of Tobin’s Q (tobq) (prob>z = 0.000) 
and Market-to-book value (mtbv) (prob>z = 0.000) - were “not normally” distributed since 
the probability values (z-statistics) were at 1% significance level. Similarly, explanatory 
variables - envd, socd, govd were not normally distributed given the probability value 
(prob>z = 0.000) significant at 1% level. In addition, the control variables, fsiz, eaps, mcap, 
deta also exhibited non-normal distributions as indicated by the significant probabilities 
of the z-statistics at the 1% level. However, the moderating variable, Foreign Ownership 
(fown), with a probability value of (prob>z = 1.000), followed a normal distribution 
since its z-statistic was insignificant at both the 5% and 1% significance levels. Given the 
prevalence of non-normality in most of the variables, as indicated by the Shapiro-Wilk test, 
the study adopted appropriate corrective measures and for the purpose of examining 
the association among the variables, the “Spearman rank” correlation technique was 
employed. This approach was suitable for handling non-normally distributed data, 
thereby ensuring the robustness and reliability of the statistical inferences drawn from 
the analysis.
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Result of Correlation Analysis 

The results gotten by employing Spearman Rank Correlation for testing the association 
among the variables as disclosed in Table 4.

Table 4: Result for Correlation Analysis 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Variables  
Employed
(1) tobq 1.000
(2) mtbv 0.673 1.000
(3) envd 0.047 0.184 1.000
(4) socd 0.044 0.198 0.422 1.000
(5) govd 0.177 0.203 0.249 0.563 1.000
(6) fown 0.033 0.153 0.158 0.148 0.186 1.000
(7) fsiz 0.016 0.250 0.483 0.547 0.440 0.288 1.000
(8) eaps 0.138 0.325 0.346 0.398 0.317 0.226 0.525 1.000
(9) mcap 0.324 0.527 0.455 0.567 0.494 0.278 0.883 0.596 1.000
(10) deta 0.247 -0.048 0.014 -0.170 -0.204 -0.085 -0.072 -0.326 -0.192 1.000

Source: Authors’ Analysis (2025)

The results in Table 4 disclosed that Tobin’s Q (tobq) - dependent variable, exhibited  
a positive association with market-to-book value (mtbv) (0.673), indicated that as one 
measure of firm value increases, the other tends to increase as well. All the independent 
variables showed weak positive association with both tobq (0.047) and mtbv (0.184). 
These positive correlations suggested a general alignment between the dimensions of 
sustainability reporting and firm value, though the associations were weak. Regarding 
the moderating variable, foreign ownership (fown) was positively associated with tobq 
(0.033) and mtbv (0.153). It also revealed weak positive association with the three 
explanatory variables (envd, socd, govd) with the values (0.158, 0.148, 0.186) respectively. 
It implied that foreign ownership had  slight positive association with both firm value and 
sustainability reporting, although the strength of these associations was low.In terms of 
the control variables, firm size (fsiz) had positive correlation with Tobin’s Q (tobq) (0.016) 
as well as market-to-book value (mtbv) (0.250). The results revealed that multicollinearity 
problem did not exist as all the associations among the independent variables employed 
were moderate. 

Regression Analysis  

To examine the relationship between firm value measured by [Tobin’s Q (tobq) and 
Market-to-book value (mtbv)], as the dependent variables and the explanatory variables, 
as well as to test the formulated hypothesis, panel regression estimate was employed. This 
was needed as the outcomes revealed absence of homoscedasticity (heteroscedasticity), 
and this could influence the accuracy of standard ordinary least squares (OLS) estimates. 
The results were presented in Table 5 and discussed below.
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Table 5: Sustainability Reporting and Firm Value: The Role of Foreign Ownership

(1) (2) (3) (4) (5) (6) (7) (8)
Variables 
Employed

OLS FE RE LSDV OLS FE RE LSDV

envd -1.181*** 
(0.000)

-1.284*** 
(0.000)

-1.193*** 
(0.000)

-1.284*** 
(0.000)

-3.874 
(0.121)

-4.345 
(0.126)

-4.635 
(0.072)

-4.345 
(0.126)

socd 0.317 
(0.478)

-0.397 
(0.411)

-0.206 
(0.653)

-0.397 
(0.411)

9.088** 
(0.014)

3.724 
(0.408)

6.605 
(0.098)

3.724 
(0.408)

govd 0.377 
(0.310)

0.609 
(0.160)

0.384 
(0.331)

0.609 
(0.160)

-11.545*** 
(0.000)

-4.577 
(0.257)

-8.298** 
(0.014)

-4.577 
(0.257)

fown 0.348 
(0.103)

-0.250 
(0.552)

-0.023 
(0.936)

-0.250 
(0.552)

0.297 
(0.866)

-0.515 
(0.896)

1.273 
(0.573)

-0.515 
(0.896)

fown × envd 0.915** 
(0.022)

1.125*** 
(0.008)

0.980** 
(0.015)

1.125*** 
(0.008)

2.864 
(0.387)

5.021 
(0.200)

4.539 
(0.197)

5.021 
(0.200)

fown × socd -0.243 
(0.692)

0.751 
(0.255)

0.535 
(0.395)

0.751 
(0.255)

-17.452*** 
(0.001)

-15.923** 
(0.010)

-16.073*** 
(0.003)

-15.923** 
(0.010)

fown × 
govd

-0.992** 
(0.045)

-0.935 
(0.108)

-0.856 
(0.106)

-0.935 
(0.108)

14.935*** 
(0.000)

5.141 
(0.343)

10.587** 
(0.020)

5.141 
(0.343)

fsiz -2.231*** 
(0.000)

-2.046*** 
(0.000)

-2.267*** 
(0.000)

-2.046*** 
(0.000)

-2.787*** 
(0.001)

-2.598 
(0.124)

-2.683*** 
(0.009)

-2.598 
(0.124)

eaps 0.032*** 
(0.000)

-0.026*** 
(0.004)

-0.006 
(0.444)

-0.026*** 
(0.004)

0.602*** 
(0.000)

0.321*** 
(0.000)

0.493*** 
(0.000)

0.321*** 
(0.000)

mcap 2.303*** 
(0.000)

2.597*** 
(0.000)

2.485*** 
(0.000)

2.597*** 
(0.000)

3.532*** 
(0.000)

3.692*** 
(0.000)

3.835*** 
(0.000)

3.692*** 
(0.000)

deta 0.018*** 
(0.000)

0.014*** 
(0.000)

0.015*** 
(0.000)

0.014*** 
(0.000)

0.032*** 
(0.001)

0.059*** 
(0.000)

0.046*** 
(0.000)

0.059*** 
(0.000)

Intercept 0.372 
(0.352)

-2.372 
(0.066)

-0.198 
(0.766)

-2.516** 
(0.032)

-2.993 
(0.365)

-5.572 
(0.644)

-6.870 
(0.143)

-6.805 
(0.533)

Obser-
vations

552.000 552.000 552.000 552.000 552.000 552.000 552.000 552.000

R2 0.690 0.614 0.814 0.307 0.115 0.469
Adj R2 0.684 0.570 0.793 0.293 0.014 0.409
F-stat 109.385 71.563 38.624 21.738 5.823 7.815
Year 
Dummy

No No No Yes No No No Yes

Hettest 508.19 
{0.000}

421.77 
{0.000}

FE/RE 7.30 
{0.000}

214.75 
{0.000}

3.36 
{0.000}

48.05 
{0.000}

VIF 4.79 4.79
Hausman 44.73 

{0.000}
27.78 

{0.004}

Notes: The figures in parentheses rep. p-values (*** p<.01, ** p<.05). 
Source: Authors’ Computation (2025)
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Table 5 showed the results that were obtained after estimating the models using the 
ordinary least squares (OLS) regression method for Tobin Q model and the Market-to-Book 
Value model. For Tobin’s Q model, the endogenous variable had an adjusted R-Square 
value (0.684). This implied that the 68% systematic variation in Tobin’s Q was caused by 
explanatory as well as the control variables. The remaining unexplained percentage was 
captured by the error term. Similarly, for Market-to-book value, OLS regression model 
adjusted R-Square value was 0.307, inferred that the explanatory and control variables 
could account for 30.7% of the variation in market-to-book value. In terms of significance, 
the F-statistic for the Tobin’s Q model was 109.385, which was significant at the 1% level 
(p<0.000). This indicated that the model as a whole was statistically significant, and 
the independent variables had significant influence on Tobin’s Q. The F-statistic for the 
market-to-book value model was 21.738, with prob. Value (p<0.000) indicates 1% level of 
significance, confirming that the market-to-book value model was statistically significant. 
However, due to the presence and correction of heteroscedasticity in both models and 
owing to the nature of panel data being used, the need to conduct panel (fixed and 
random effect) regression estimate was necessary. 

To determine whether the fixed or random effects estimate was more appropriate, the 
Hausman specification test was conducted. In the case of Tobin Q model, the Hausman 
test produced chi-square value (44.73), with a p-value (0.000), implied that the fixed effects 
model was selected over the random effects model. Similarly, in the case of the market-
to-book value model, Hausman test result reveal chi-square value (27.28), with p-value 
(0.004) which supported the fixed effects model as the appropriate estimation method. 
Using the Hausman test, LSDV was preferred to account for unobserved variations over 
time. For Tobin’s Q model, the LSDV model revealed an adjusted R-Squared value of 
0.793, implied that 79.3% of the variation in Tobin’s Q was being accounted for by the 
explanatory variables when accounting for time effects. The value for adjusted R-squared 
(0.409) was gotten for market to book value using the LSDV model.

5.	 Discussion of Findings
Sustainability Reporting and Firms’ Value: The Role of Foreign Ownership

The empirical results revealed that foreign ownership had a moderating influence on 
the correlation between environmental reporting and firm value when measured using 
Tobin’s Q. This indicated that foreign investors tend to place higher value on firms with 
robust environmental disclosure, and this aligned with global trends where sustainability 
conscious investors prefer firms with strong environmental transparency. These results 
are in agreement with the findings of Fitri et al. (2019); Garanina and Aray (2021) 
who reported that foreign ownership enhances economic value of firms involved in 
environmental sustainability practices especially in the emerging market setting.

Conversely, the results revealed that foreign ownership exerted no substantial moderating 
impact on the association between environmental reporting and the firm value when 
measured as market-to-book value (mtbv). This infers that although, environmental 
transparency is perceived to be important by foreign investors, this are not are not 
necessarily reflected by high market-to-book valuations. This finding contradicts the 
results of Hasanah et al., (2023), who found a significant positive moderating effect of 
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foreign ownership in the connection between sustainability reporting and value among 
observed Indonesian firms. A possible explanation for this divergence is that foreign 
investors may focus more on short-term stock market performance, reflected in Tobin’s Q, 
rather than long-term asset valuation based on mtbv. It is advised that regulatory bodies 
and policymakers can consider the implementation of incentives to motivate companies 
to integrate sustainability practices in their long-term asset management policies, and 
not necessarily concentrate on the immediate financial performance of the business 
organizations.

Furthermore, the interaction between foreign ownership and social reporting reveals 
no significant effect on firm value for Tobin’s Q, but a significant negative effect for 
mtbv. This suggests that foreign investors do not consider social reporting as a value-
enhancing mechanism and may even perceive it as a cost burden, leading to a decline 
in firm valuation when measured through mtbv. This aligns with the findings of Saini 
and Singhania (2019), who observed that social disclosures do not necessarily translate 
into financial rewards for firms, especially in such markets where shareholders are 
more concerned with profitability than corporate social responsibility. The implication 
for managers is to adopt a strategic approach to social responsibility by ensuring that 
initiatives contribute to profitability and shareholder value rather than serving as mere 
compliance measures. This information may be used by investors particularly the foreign 
institutional investors to distinguish those firms undertaking substantive social initiatives 
from those undertaking superficial reporting with no underlying financial payoff.

Also, the results show that foreign ownership does not significantly moderate the 
relationship between governance reporting and firm value for both Tobin’s Q and 
mtbv models. This suggests that foreign investors do not necessarily view governance 
disclosures as a key determinant of firm value, which contradicts prior studies by Laurensia 
et al. (2024), who found that strong governance reporting enhances investor confidence 
and firm valuation. Regulators, however, should ensure that governance disclosures are 
not merely compliance-driven but are designed to enhance transparency and investor 
confidence. Financial analysts and accounting professionals should also reassess how 
governance disclosures are evaluated in firm valuation models.

Conclusion and Recommendations

This study addresses the moderating influence of foreign ownership on the relationship 
between sustainability reporting and value among listed manufacturing firms operating 
in Nigeria. The key concern arises as a result of the growing emphasis on sustainable 
practices and the unresolved impact of foreign investors in shaping corporate value. One 
major inference from the study is that foreign investors tend to reward firms with robust 
environmental practices, emphasizing the need for firms to align their sustainability 
strategies with global expectations. However, social and governance disclosures require 
deeper integration into value creation strategies to be appreciated by foreign investors. 

Also, the differential impact of Tobin’s Q and mtbv suggests that firms must balance 
market perceptions with book value fundamentals to optimize their valuation. This 
study highlights the strategic value of aligning sustainability initiatives to the interests 
of investors and market demands, especially in the emerging markets like Nigeria. In 
general, the study recommends that listed manufacturing firms in Nigeria should adopt 
comprehensive and strategic sustainability reporting practices, ensuring that their 
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disclosures align with international standards to attract and retain foreign investment. 
Additionally, regulators should strengthen the frameworks guiding sustainability 
disclosures to enhance transparency and investor confidence.

Contribution to Knowledge

This study contributes to the growing body of knowledge on sustainability reporting 
and firm value in several ways. Contextually, it enriches the literature by providing 
empirical insights into the Nigerian manufacturing sector, a region underrepresented in 
sustainability discourse. The study also extends understanding of how foreign ownership 
moderates sustainability reporting, offering nuanced insights into the role of external 
investors in influencing firm value. Methodologically, the use of the LSDV regression 
model contributes to advanced empirical analysis by controlling for unobserved 
heterogeneity, thereby enhancing the robustness of results. Theoretically, the study 
offers new perspectives on the interaction between sustainability reporting and value 
of corporate organizations, suggesting that foreign ownership can either strengthen or 
weaken these relationships depending on the type of disclosure. Empirically, the findings 
advance knowledge by distinguishing between market-based (Tobin’s Q) and book-based 
(mtbv) valuations, thereby offering a comprehensive understanding of investor behavior 
and valuation mechanisms. For accounting practice, the study presents predictive 
models that can aid in accurately forecasting the impact of sustainability disclosures on 
firm valuation.
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