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Abstract

Information disclosure is supposed to be the channel that
connects the shareholders with the managers according to
agency assumption. However, this connection is strained
when the credibility of the information disclosed by
companies becomes questionable, especially when it
relates to non-financial information such as; environmental,
social, and governance disclosure that are voluntary in a
country like Nigeria. This study investigated the effect of
information asymmetry on quality of non-financial
disclosed by publicly listed companies in Nigeria. The study
is quantitative research; so, the longitudinal research
design was adopted. The study focused on ten companies
listed on the Nigeria Exchange Group purposively selected
from the consumer goods sector. Data were collected from
the annual reports of the targeted companies, for a
coverage period of 2013 to 2022. Data collected were
analysed using descriptive statistics and panel data
regression analyses. The findings revealed that information
asymmetry have positive significant effect on social
disclosure of public liability companies in Nigeria. It was
also found that its effect on governance was positive but,
insignificant. It however also showed significant and
positive effect on environmental disclosure. The study
concluded that information asymmetry can be reduced
when full disclosure of non-financial information
particularly the Environmental Social Governance (ESG)
disclosure is maintained; thereby leading to reduction in
agency problem. The study recommends that companies’
shareholders should glamour for more robust non-financial
disclosure to reduce information asymmetry problem and
gain global relevance and acceptability for sustainable
development.
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Introduction

Information disclosure has become a
highly relevant issue in management and
accounting for both investors and
stakeholders in today's rapidly evolving
global business landscape. This is because of
the increased geared towards corporate
transparency environments, globalization,
and the advancement of information
technologies (Serrasqueiro & Mineiro 2018).
Furthermore, because of multiple accounting
scandals and the most recent financial crisis
surrounding disclosure, stakeholders of all
stripes anticipate transparency and
accountability in their companies' disclosures
(Fijatkowska & Zyznarska-Dworczak 2018;
Elshandidy et al., 2018). The quantity and
quality of information disclosed is
increasingly demanded by the financial
markets, and accurate, substantial, and
pertinent information is now essential for the
smooth operations of these markets.

Early emphasis on the amount and
reliability of financial and accounting
information disclosed by companies has been
steadily complemented by a focus on the
effects of non-financial disclosure (Egginton
& McBrayer, 2019). Al-Shaer (2020) describe
non-financial disclosure as the diffusion of
financial, social and environmental
information as part of the dialogue between
a firm and its stakeholders. This expectation
has grown in popularity, that it has engaged
external audiences that are responsible for
activities that is expected to enhance
information environment and access to
finance for companies (Brogi et al., 2022).

Stakeholders are looking into how
disclosing non-financial information might
help reduce the risks that come with
incomplete or missing information in market
transactions (Gao, et al., 2016). As part of the
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firms' overall strategy, this kind of
information actually provides extra insights
regarding projects relating to all areas and
stakeholders, complementing  financial
transparency (Chen & Roberts, 2010). Non-
financial disclosure targets a wider range of
stakeholders and focuses on the activities
done by the organization with respect to
several stakeholder categories, whereas
financial information primarily targets the
investment community and focuses on
financial data (Du & Yu, 2020). The issue is
that, it is vital to comprehend what motivates
non-financial disclosure procedures in
publicly traded limited liability firms in
Nigeria. Although the significance of non-
financial disclosure is acknowledged, little is
known about the degree to which these
businesses report in this manner, their
reasons for doing so, and the effects of
corporate organization and information
asymmetry.

It is crucial for organizations to lessen
the legitimacy gap and minimize dangers. The
theory states that in order to ensure
accountability, an organization's senior
management must identify the legitimacy
gap, implement the required social behaviors,
and then disclose its operations to
stakeholders (Venturelli et al. 2019).
Stakeholders looking to analyze non-financial
disclosure expect to learn about a company's
exposure to and management  of
opportunities and risks related to climate
change, scarcity of natural resources,
pollution, waste, and other environmental
factors, as well as the company's impact on
the environment and climate (Deloitte 2021).

Investors and other stakeholders
should be given sufficient transparency
regarding risk exposure and a risk and
opportunity management strategy through
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non-financial disclosure. Incoherent risk
disclosures can influence investment
decision-making and result in a loss burden
for investors. Investors seek out relevant and
reliable risk information to ascertain all risks
faced by companies in their decision-making
process (Tan et al. 2017). Non-financial
disclosure has been regarded as a crucial
component that lessens the issues associated

with  the asymmetric distribution of
information among firms and financial
markets by giving the markets more

information about how the firm manages its
operations, handles its stakeholders, and
makes profits (Romero, Ruiz, & Fernandez-
Feijoo, 2019).

Stakeholders looking to analyze non-
financial disclosure expect to learn about a
company's exposure and management of
opportunities and risks related to climate
change, scarcity of natural resources,
pollution, waste, and other environmental
factors, as well as the company's impact on
the environment and climate (Deloitte 2021).
The majority of the research done in this field
to date has focused on the volume of
information given (Shivaani et al. 2019) as
opposed to the factors that influence this
disclosure.

The Global Reporting Initiative (GRI)
reports that by 2022, there will be a rising
trend in the involvement of Asian
corporations in climate reporting, based on
data from a survey of six countries. Seventy
per cent (70%) of the largest listed firms in
Indonesia, Malaysia, the Philippines,
Singapore, Thailand, and Vietnam already
provide climate-related statistics.
Additionally, sixty-five per cent (65%) of the
sampled Vietnamese companies have
implemented GRI Standards (GRI, 2022).
Since the 1900s, scholars worldwide,
particularly those concerned with
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environmental and social issues, have taken
an interest in the growing body of research
on CSR reports (Chand et al., 2022). Most
studies have found a relationship between
environmental and social disclosure, discover
that Stockholder wealth rises when
companies voluntarily report more financial
and non-financial information (Alipour et al.,
2019; Hirschi 2021).

Specifically, there has been a rise in
the number of studies that investigate the
relationship between voluntary
environmental accounting information
disclosure and accountability of businesses
(Nguyen & Tran, 2019; Nguyen & To, 2020;
Nguyen et al., 2020; Nguyen & Nguyen, 2020).
Reported information is said to have value
that is relevant for decision making by
investors when stock price responds to
accounting information, (Echobu, et al.,
2021).

In the context of Nigeria, a country
with a significant presence in the African
economic landscape, the relevance of non-
financial disclosure is accentuated. Nigeria's
economic integration into the global
economy and its commitments to sustainable
development goals make non-financial
reporting particularly important. Nigerian
listed public liability companies operate in a
diverse environment where they must
balance the profit motive with ethical and
social responsibilities. The effectiveness of
non-financial disclosure in these companies is
influenced by regulatory frameworks, market
pressures, and corporate ideologies.

The factors driving the extent and
motivations behind non-financial disclosure
in Nigerian listed public liability companies,
especially in the context of information
asymmetry theory and corporate ideologies,
require comprehensive investigation. This
research work is hereby intended to



contribute to the study of the effect
transparency in the non-financial disclosure
of information and in the organizational
performance, and hence in the reduction of
information asymmetries, in the specific case
and reality of the public organisations in
Nigeria. Thus, the aim of this study is to

investigate the effect of information
asymmetry ideologies on non-financial
information disclosure in public liability

companies in Nigeria.

Literature Review
Theoretical Background

The information asymmetry theory
was propounded in the 1970s by George
Akerlof, Michael Spence and Joseph Stiglitz.
The theory states that before a transaction
takes place, one party (seller) possess more
information than the other (buyer) (Berghet
al. 2019). The question that comes to mind
from this definition is; what happens when a
party possess more information than another
party especially when the transaction is
economic in nature? What is likely to happen
is that one party will take advantage of the
knowledge gap and use the hidden
information to his benefit at the detriment of
the other party; this is referred to
information asymmetry problem. The
information asymmetry is largely viewed
from the perspective of the seller having
more information than the buyer.

In contrast, Dari-Mattiacci, et al.
(2021) examined information asymmetry
from the perspective of the buyer having
more information which is more prominent
in credit sale transactions. It was argued that
information asymmetry problem occurs in
the financial market because the borrower
has much better information about his
financial state than lender. The lender has
difficulty knowing whether it is likely that the
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borrower will default. This study attempted
to reveal the linkage between the argument
of information asymmetry problem to the
assumption of the agency theory
propounded by Jensen and Meckling (1976),
that in the agency relationship, the agent is
required to perform duties on behalf of the
principal thereby protecting the sole interest
of the principal. The conflict between the
interest of the agent and the principal, results
in situation where the agent go against the
agency theory assumption thereby leading to
agency problem.

The agency problem is heightened by
the fact that the agent manages the affairs of
the company which gives the agent
opportunity to have access to more
information about the company more than
the principal that depends largely on the
information provided by the agent. In relating
the agency relationship to argument of
information asymmetry theory from the
perspective of Dari-Mattiacci, et al. (2021),
the agent is the buyer, while the principal is
the seller. Although the principal is the
provider of capital that appoints the agent as
managers, they will not be able to know
whether the agent will default in the agency
agreement (Akerlof, 1978).

Information asymmetry is considered
as a critical ethical problem that may
adversely affect financial market because
when investors lack access to reliable
information, they are at higher risk of making
informed-decision that will vyield higher
returns (Lambert et al., 2012; Romito & Vurro,
2020). The increase in scope of information
need to cover non-financial information
disclosure, increased the complexity of
reliability and access to full disclosure. It is
been posited that information asymmetry
problem can be solved in marketing



African Journal of Organizational Perspectives & Economy

transactions, through the introduction of
regulations, warranties, insurance, bottom-
up efforts to inform customers of products
and sellers’ quality and reputation. In the
same vein, information asymmetry problem
can be resolved in the corporate
environment, especially as it relates to non-
financial disclosure when there are
regulations guiding such disclosure. One of
such regulation is the Global Reporting
Initiative (GRI), and other regulations that
guides non-financial disclosure.

Although the GRI is largely adopted in
developed countries, some of the indices and
evaluation criteria still fall under non-
voluntary disclosure in  most African
economies, including Nigeria. This makes the
possibilities of information asymmetry to be
heightened in these countries. The
proposition of options to solve information
asymmetry problem is therefore relevant in
Nigerian companies, especially the public
liability, as attempt to determine its impact
on the non-financial information disclosure
components.

Conceptual Clarification and Hypotheses
Statement

Non-Financial Information Disclosure
Quality

Erkens et al. (2015) defines non-
financial reporting as disclosure provided to
outsiders of the organization on dimensions
of performance other than the traditional
assessment of financial performance from

the shareholders and debt-holders’ viewpoint.

This definition includes, but is not limited to,
items related to social and environmental
accounting, CSR, and intellectual -capital
disclosed outside the financial statements.
The function of communication through
corporate reporting potentially mitigates
agency issue that the corporate model
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symbolizes. External parties are intended to
be shown non-financial information in
addition to financial information through
corporate reporting. Integrating reporting on
such matters in corporate reporting yields
integrated reporting that best serves users of
corporate reports (Humphrey et al. 2017;
Maama & Mkhize 2020; Rezaee 2017).
Corporate disclosure encompasses financial
and non-financial information conveyed by
formal and informal channels  of
communication (Gibbins et al., 1990, 1992).

Since the beginning of the 19th
century, the industrial revolution has
affected corporate reporting’s focus when
corporations started to be concerned about
corporate social responsibility (CSR) of
women’s rights and social inequalities of
their employees (Markota Vuki'c et al. 2018).
The 1970s witnessed criticism toward
negative impacts of corporations on the
environmental and social aspects (Bruntland
1987). An awareness toward reporting non-
financial information to develop the
sustainability and to integrate economic and
ecological considerations in decision making
has emerged (Bruntland 1987). In the early
1990s, corporations have been reporting
non-financial information to illustrate their
commitment toward society by producing
environmental, social and sustainability
reports (Kolk 2003). Non-financial reporting
has increased substantially since the
publication of the first separate
environmental reports in 1989 (Kolk 2004).
According to a study conducted by KPMG
(2002) 7 in 19 countries, an increase in non-
financial reporting from 13% in 1993, to 17%
in 1996, 24% in 1999, and 28% in 2002 is
reported.

Information Asymmetry

Information asymmetry is a condition

where differences in internal information



acquisition will affect the future of the
relationship between management and
investors. In order to identify opportunities
offered by a company, it is required to
objectively record the degree of information
asymmetry (Evodila, 2020). Since information
asymmetry is not a phenomenon that can be
directly observed, it is thought to be a
challenging endeavor (Abad et al.,, 2017).
Higher reporting quality has been shown to
lessen information asymmetry and, as a
result, increase the effectiveness of the
companies in capital markets (Al-Sakini,
2019). Specifically, there is a negative
correlation that aligns with the dynamics of
stock market returns between the presence
of divergent investor perspectives and the
quality of financial reporting (Abdel-Meguid,
2019). We discover that companies with
initially poorer quality financial reporting
typically have lower stock returns in the

future. Second, lower quality financial
reporting translates into less relevant
information.

Loh et al. (2017) stated that the

process of disseminating non-financial
information to the public; this involves
publishing an entity's economic, social,

governance, and environmental activities in a
way that is purposeful and deliberate.
According to Mulya and Prabowo's (2018)
study, a sustainability report's purpose is to
convey a company's dedication to the
economy. Silva and Cerqueira (2021) also
note that this causes investors to share less
information and to rely more on their own
judgments, opposing viewpoints, and
information from different private sources,
which in turn causes arguments among
current stock market users. Furthermore, we
think that there is now a significant risk of
financial statement distortion as well as
implicit influence on end users' perceptions
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and opinions when they rely on financial
report information to make investment
decisions (Danescu et al., 2021).

Information Asymmetry and Environmental
Information Disclosure

The United Nations Commission on
Sustainable Development (UNDSD) and the
International Federation of Accountants
(IFAC) released recommendations for
environmental accounting (EA) in 2001 and
2005, respectively, on  which the
Environmental Accounting Information is
based (Nguyen & Tran, 2019). Since the
1970s, environmental law and practice have
become increasingly important to
governments, academic and the general
public. Nonetheless, during the 1990s,
businesses in wealthy nations have looked at
and adopted environmental accounting. To
help management make decisions about
environmental operations, environmental
accounting analyzes and quantifies
environmental costs. According to Grey et al.
(1995), Environmental Accounting
Information Disclosure serves as a portal for
businesses to disclose environmental
accounting data about how they use
resources and preserve the environment.

Resources, energy and water
consumption, biodiversity, emissions,
environmental complaint procedures, and
other subjects are covered in the
environmental information. One of the non-
financial elements of an annual report,
sustainability report, or corporate social
responsibility (CSR) report is environmental
information. Guidelines for the disclosure of
both financial and non-financial information
have been released by several international
organizations. Publicly traded companies can
prepare for information disclosure in annual
reports with the assistance of the
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International Accounting Standards Board
(IASB), the Global Reporting Initiative (GRI),
Directive 95/2014/EU, and the Financial
Accounting  Standards Board  (FASB).
International benchmarks for non-financial
performance are set by GRI (Ismail et al.,
2021). The publicly available data includes
economic, environmental, human rights, and
social issues in accordance with the GRI's
principles (GRI, 2021).

Hoz: Information asymmetry does not have

significant  effect  on environmental
information disclosure
Information = Asymmetry and  Social
Information Disclosure

Reducing agency costs and

information asymmetry through appropriate
and purposeful Environmental Social
Governance (ESG) disclosures can increase
corporate value (Yu et al., 2018). A
company's reputation can be enhanced
through strategic ESG disclosure, which can
change people's opinions of the business
(Toms, 2002). Positive sentiments like these
can significantly reduce the risk to a
company's reputation (Heal, 2005). Another
argument for such reporting is that it could
help reduce transactional and operating risk
since it fosters corporate transparency and
builds confidence among a company's
economic stakeholders. Qiu, et al. (2016)
stated that companies with objectively
disclosed social and environmental data are
likely to have higher anticipated cash flow
growth rates.

Furthermore, Cheng, et al. (2014)
found that companies with more robust CSR-
related disclosures have fewer unique
financial constraints and find it simpler to
obtain financing. According to Husted (2005),
financial investments in  social and
environmental issues, along with their
disclosure, are viable options that involve
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managerial  strategic and  operational
decisions. These choices can help reduce
business risk by encouraging transparency
and reducing the level of uncertainty and
asymmetry. All things considered, these
studies point to a relationship between
increased business value, reduced financing
costs, and higher profitability when it comes
to ESG disclosure. According to Asemabh, et al.
(2013), competent operations and
committed staff provide quality products.
Workers that are part of an ethical workplace
culture are more inclined to talk about it and
show their commitment to the company.
Menz (2010) found that, as a result, investing
in CSR attracted employees with greater
moral standards, commitment, and ambition.

Therefore, investors may view
involvement in social and environmental
activities as a managerial talent intended to
build a reputation and achieve long-term
objectives. Loyal customers gravitate toward
goods and companies that care about the
environment and society. Consumers are
ready to pay extra for products with the "fair-
trade" label. It is posited that when there is
less information asymmetry, employees are
more driven to work harder and create more,
which increases the likelihood that customers
will purchase the company's products. Hoy:
Information asymmetry does not have
significant effect on social information
disclosure .

Information Asymmetry and Governance
Information disclosure

Corporate governance is defined
according to Akingunola et al. (2013) as a
structural framework of an organization’s
operations, processes, and code of conducts,
including ethics that provide the organization
with a clear direction toward optimizing its
resources and achieving organizational goals
for benefits of stakeholders. Organisation for



Economic Cooperation and Development
(OECD) (2004), also define corporate
governance as a collection of relationships
between a company’s management, board of
directors and other stakeholders.

Corporate governance in any business
setting necessitates the preservation of high
ethical standards, assurance of customer
satisfaction, high  employee  morale,
maintenance of market discipline;
management of resources with care, caution,
and prudence; and protection of companies’
assets (Adeoye & Amupitan, 2015). Countries
that have strong corporate governance
frameworks have seen rapid growth in their
business sectors, and as a result, have drawn
in more investments (Zaid et al. 2020; Kimani
et al. 2021). The advancement of the core
mandate of corporate governance to
business practices and it being upheld by
regulators globally, is because of its
significance in promoting company values
because it curbs thee excesses of
management and protects the interest of
stakeholders, especially the shareholders.
Although the code of corporate governance
was introduced to serve as check on the
excesses of management, it has however
been established that the introduction of
code of corporate governance has promoted
business ethics. The promotion of business
ethics is embedded in the pillars of corporate
governance that centered on disclosure and
transparency, responsibility and
accountability, integrity and fairness (Keay &
Loughrey, 2015).
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The body of research on corporate
governance structure have however shown
that studies on corporate governance in most
developing part of the world is comparatively
small and insufficient (Onodugo et al., 2019;
Zaid et al. 2020). Obayemi (2020) buttressed
the assertion as stated that, corporate
governance failure in developing countries,
using Nigeria as a case is influenced by poor
boards of directors, lack of control separation
between the CEO and the overseeing director.
Kaur and Mishra (2010); Zaid et al. (2020);
Alfraih and Almutawa (2017), and Alareeni
(2018) in separate studies, however blamed
the failure of corporate governance in Nigeria
to poor monitoring system, weak internal
control, ineffective leadership, among others.
Although most indicators of corporate
governance failures highlighted rests majorly
on the composition of the boards, the
process adopted and the level of
transparency of the companies in terms of
disclosure is also a factor that most be
considered as this depict the extent of
information asymmetry problem. It is based
on this premise that the hypothesis is drawn
that; Hos: Information asymmetry does not
have significant effect on governance
information disclosure

Conceptual Framework

The study is conceptualized to
indicate the relationships among the
variables as shown in figure 1. The
independent variables which is non-financial
disclosure by social, environment and
cooperate governance while the dependent
variable is non-financial disclosure.
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Dependent Variables

Information
Asymmetry
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Independent Variable

Environmental Information
Disclosure

Social Information Disclosure

Governance Information Disclosure

Profitability

Figure 1: Conceptual Framework to show interaction between information asymmetry and

non-financial information disclosure quality
Source: Author’s Design

Methodology

The study adopted longitudinal
research design. This method is considered
appropriate because it draws historical data
from the financial statements of the selected
companies for analysis and conclusion
purpose. The study comprises ten companies
listed in the Nigerian Exchange Group (NGX)
as at December, 2022. The study used the
purposive sampling technique to select only
firm that are listed on the premium board in
the stock exchange. The study covered a
period of 2013 to 2022. The study was
limited to year 2022 to limit the interjection

of the impact of the COVID 19 era. Data
collected were analysed using descriptive
statistics and panel data regression analysis.

Model Specification

The model is developed to establish
the effect of information asymmetry theory
and non-financial information disclosure in
listed public liability companies in Nigeria.
The model was specified by adapting the
study of Eshleman (2021). The model of this
study was stated to capture information
asymmetry on the environmental, social and
governance information disclosures; while
revealing the controlling effect of profitability.
The functional model is therefore stated thus:

EID, SID, CGD = fIA).ccueeeeeeeeeeteretieteteeeeeveie e ee e eve e ave e (i)

The model is stated based on the individual components as;

ENID; = 68p+ B1lAi+Control Variable + B;RETAjt+ Et. ceveveeveeeeeeeererenn (ii)

SOIDi: =8y + B1lAir+Control Variable + B;RETAt+ €t wveeeeveeveeeveeerene. (iii)
GOID;: =8¢+ B;1lAi+Control Variable + B;RETAjt+ €t cveeveeeereereereereevenn (iv)

Where:

ENID = Environmental Information Disclosure
SOID= Social Information Disclosure

GOID= Governance Information Disclosure
IA=  Information asymmetry

RETA = Profitability



Bo= Intercept

B1 — B2 = coefficient of independent variables
€it = error terms of firm i and time t.

The a priori expectation is stated as B; — 32> 0

Measurement of Variables

The summary of the description and measurements of each variable is shown in Table 1.

Table 1: Measurement of Variables

Olusola Esther Igbekoyi (Ph.D, FCA

S/N Variables Description Measurement Source
Dependent
Variables
1 Social Social information This score is derived RefinitivEikon
Information disclosure of firm from a (Thomson
disclosure predetermined Reuters
weighted score on Eikon)

2 Corporate
governance
disclosure

3 Environmental
disclosure

Independent
Variable

disclosing and making
transparent corporate

governance policies
and structures, the
company gives
stakeholders, the
regulators and the
public at large a
glimpse of how the
company operates
and the state of its
finances

Environmental
disclosure is a form of
corporate
responsibility to the
society as a result of
activities which
emerging a negative
impact on the
environment

indicators related to
management,
shareholders,
CSR strategy.
It is measured from
a predetermined
weighted score on
indicators related to
management,
shareholders,
CSR strategy

and

and

Environmental
Information Index

RefinitivEikon
(Thomson
Reuters
Eikon)

Charumathi &
Ramesh,
2020; Nguyen
& Tran, 2019
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4 Information This is described from It is measured using Cui et al.
Asymmetry the perspective of the the Bid-Ask spread. (2018)
availability and It represents the
reliability of monetary
information disclosed compensation
by companies requested by
stakeholders to
cover the risk of
dealing with better-
informed traders
Control
Variable
5 Profitability This is viewed from It is measured by Nwude and
the perspective of the ratio of net income Nwude
return on assets of the to total assets in a (2021).
company given year.
Source: Author’s Compilation (2024)
Data Analysis and Discussion of Findings
Descriptive Analysis
Table 2: Descriptive Statistics
Variable Obs Mean  Std. Dev. Min Max
Soid 110 333 201 0 .92
Gvid 110 404 215 .02 .67
Enid 110 132 .238 0 1.26
Ifas 110 -.215 5.049 -15.79 12.47
Reta 110 5.881 8.756 -29.53 26.49

Source: Author’s Computation (2024)

The Table 2 shows that the mean of
the dependent variable of social disclosure
(SOID) is 0.333 with a standard deviation of
0.201. The result implies that on average,
about 33% of the firms in the study sample
disclose information about their social
activities. Furthermore, the result shows that
the mean of governance disclosure (GVID)
was 0.404 with a standard deviation of 0.215.
The result implies that on average, about
40% of the firms under study disclosed
information  about their  governance

78

framework. Also, the result shows that the
mean of environmental disclosure (ENID) was
0.132 with a standard deviation of 0.238
indicting that on average about 13% of the
firms in the study sample disclose
information about their environmental
activities. In the case of the independent
variable, the result shows that the mean of
information asymmetry (IFAS) was -0.215
with standard deviation of 5.049. The control
variable of profitability (RETA) had a mean of
5.881 with a standard deviation of 8.765



Normality Test
Table 3: Normality Test
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Variable Obs w Vv Z Prob>z

soid 110 0.981 1.674 1.149 0.125
gvid 110 0.888 9.990 5.132 0.000
enid 110 0.773 20.286 6.712 0.000
ifas 110 0.974 2.320 1.877 0.030
reta 110 0.955 4.018 3.102 0.001

Source: Author’s Computation (2024)

The researcher follows the results of
Mendes and Pala (2003) who concluded that
the Shapiro-Wilk test is the most powerful
normality test. From the table above, it is
observed that the dependent variable of
governance disclosure (prob>z = 0.000) and
environmental disclosure (prob>z = 0.000)
are not normally distributed since the
probability of the z-statistics as revealed by
the Shapiro-Wilk test are significant at 1%.
The table also shows that the independent

Test of Variables
Correlation Analysis
Table 4: Correlation Analysis

variable of information asymmetry (prob>z =
0.000) and the control variable of profitability
(prob>z = 0.030) are also not normally
distributed since the probability of the z-
statistics as reveal by the Shapiro-Wilk test
are significant at 1% level. However, the
dependent variable of social disclosure
(prob>z = 0.125) follows a normal distribution
since the probability of the z-statistics as
reveal by the Shapiro-Wilk test is insignificant
at 5% level.

(1) (2)

(3) (4) (5)

Variables

(1) soid 1.000

(2) gvid 0.732 1.000

(3) enid 0.488 0.313 1.000

(4) ifas 0.149 0.082 0.131 1.000

(5) reta 0.201 0.228 0.287 0.171 1.000

Source: Author’s Computation (2024)

In examining the association among
the variables, the researcher employed the
Spearman Rank Correlation Coefficient
(correlation matrix). From the table it is
observed that information asymmetry has a
positive association when dependent variable
is measured in terms social disclosure (0.149)
during the period under study.

The result also shows that that
information asymmetry has a positive
association when dependent variable is

measured in terms governance disclosure
(0.149) during the period under study. Also,
the result shows that information asymmetry
has a positive association when dependent
variable is measured in terms environmental
disclosure (0.149) during the period under
study. Th control variable of profitability has
a positive association when dependent
variable is measured in terms social
disclosure (0.201) during the period under
study.
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Profitability also has a positive
association when dependent variable is
measured in terms governance disclosure
(0.228) during the period under study. Finally,
the result shows that profitability has a
positive association when dependent variable

Test for Multicollinearity
Table 5: VIF Test for Multicollinearity

variable | VIF 1/VIF
__________+______________________
ifas | 1.04 0.963286
reta | 1.04 0.963286
__________ +______________________
Mean VIF | 1.04

Source: Author’s Computation (2024)

Multicollinearity can mainly be
detected with the help of tolerance and its
reciprocal, called variance inflation factor
(VIF). Specifically, as indicated in the table
above, a mean VIF value of 1.04 across the
models shows that the mean VIF is within the
benchmark value of 10, this indicates the
absence of multicollinearity, and this means
no independent variable should be dropped
from the model.

Test for Heteroscedasticity

The study conducts this test by
employing the Breusch Pagan module in
Stata 14. Specifically, the assumption of

Table 6: Test for Heteroscedasticity
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is measured in terms environmental
disclosure (0.201) during the period under
study. However, to test our hypotheses a
regression results will be needed since
correlation test does not capture cause-effect
relationship.

homoscedasticity states that if the errors are
heteroscedastic then it will be difficult to
trust the standard errors of the least square
estimates. Hence, the confidence intervals
will be either too narrow or too wide. The
result obtained from the regression of the
model as shown in the table above reveals
that the probability value of the
heteroscedasticity test is insignificant at 1%
or 5% level across the models. This result
indicates  that the  assumption  of
homoscedasticity has not been violated.
Hence, the results of the OLS regression
appear to be appropriate statistically for
policy interpretation and recommendation

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity

Ho: Constant variance
Variables: fitted values of SOID
chi2(1) = 0.68

Prob > chi2 = 0.4099

Source: Author’s Computation (2024)

Information Asymmetry and Non-financial Information Disclosure

Table 7: Regression Result

SOID Model GVID Model ENID Model

(Pooled OLS) (Pool OLS) (Pool OLS)
CONS 0.306 0.367 0.117

{0.000} *** {0.000} *** {0.000} ***
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IFAS 0.007 0.004 0.004
{0.034} ** {0.282} {0.021} **
RETA 0.005 0.006 0.003
{0.032} ** {0.006} ** {0.323}
F/Wald Stat. 4.79 (0.0000) 5.30 (0.0064) 11.10 (0.0001)
R- Squared 0.0822 0.0901 0.0918
VIF Test 1.04 1.04 1.04

Hetero. Test 0.68 (0.4099)

2.02 (0.1557)

1.81(0.1789)

Note: (1) bracket {} are p-values; (2) **, *** implies statistical significance at 5% and 1%

levels respectively
Source: Author’s Computation (2024)

In order to examine the cause-effect
relationships  between the dependent
variables and independent variables as well
as to test the formulated hypotheses, the
study conducted a regression analysis. The
table above reveals the result obtained from
the regression analysis of the three models. it
is observed from the OLS pooled regression
that the R-squared value of 0.0822 for the
model of social disclosure, 0.0901 for the
model of governance disclosure, and 0.918
for the model of environmental disclosure
indicates that about 8%, 9% and 9% of the
systematic variations in social, governance,
and environmental disclosure respectively of
the pooled manufacturing firms over the
period of interest was jointly explained by
the independent variable and the control
variable in the models respectively. This
implies that social, governance, and
environmental disclosure in Nigeria cannot
be 100% explained by information
asymmetry and the control variable under
study.

The unexplained part of social,
governance, and environmental disclosure
can be attributed to the exclusion of other
independent variables that can affect social,
governance, and environmental disclosure
but are beyond the scope of the current
study. However, there have been captured in
the error term. The F-statistic value of 4.79

for the model of social disclosure, 5.30 for
the model of governance disclosure, and
11.10 for the model of environmental
disclosure as well as their associated P-value
shows that the OLS regression models on the
overall are statistically significant at 5% level,
this means that the regression models are
valid and can be used for statistical inference.
However, the study conducts some post
regression test to further ascertain the
validity of the pool OLS regression. These
tests include multicollinearity and
heteroscedasticity.

The results obtained from the robust
regression of the first model reveals that
information asymmetry {0.007 (0.034)}
appears to have a positive significant effect
on social disclosure of listed manufacturing
firms in Nigeria. This means that an increase
in information asymmetry will significantly
increase social disclosure. Hence, the null
hypothesis that information asymmetry has
no significant effect on social disclosure of
listed manufacturing firms in Nigeria is
rejected. This implies that information
asymmetry significantly improves social
disclosure of listed manufacturing firms
during the period under investigation.

The results obtained from the robust
regression of the second model reveals that
information asymmetry {0.004 (0.282)}
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appears to have a positive insignificant effect
on governance disclosure of listed
manufacturing firms in Nigeria. This means
that an increase in information asymmetry
will insignificantly increase governance
disclosure. Hence, the null hypothesis that
information asymmetry has no significant
effect on governance disclosure of listed
manufacturing firms in Nigeria is accepted.
This implies that information asymmetry
insignificantly improves governance
disclosure of listed manufacturing firms
during the period under investigation.

The results obtained from the robust
regression of the third model reveals that
information asymmetry {0.004 (0.021)}
appears to have a positive significant effect
on environmental disclosure of listed
manufacturing firms in Nigeria. This means
that an increase in information asymmetry
will  significantly increase environmental
disclosure. Hence, the null hypothesis that
information asymmetry has no significant
effect on environmental disclosure of listed
manufacturing firms in Nigeria is rejected.
This implies that information asymmetry
significantly improves environmental
disclosure of listed manufacturing firms
during the period under investigation.

Discussion of Findings

The result shows that information
asymmetry appears to have a positive
significant effect on social disclosure of listed
manufacturing firms in Nigeria. This means
that an increase in information asymmetry
will significantly increase social disclosure.
This implies that information asymmetry
significantly improves social disclosure of
listed manufacturing firms during the period
under investigation. Reducing agency costs
and information asymmetry through
appropriate and purposeful Environmental
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Social Governance (ESG) disclosures can
increase corporate value (Yu et al., 2018). A
company's reputation can be enhanced
through strategic ESG disclosure, which can
change people's opinions of the business
(Toms, 2002). Positive sentiments like these
can significantly reduce the risk to a
company's reputation (Heal, 2005).

Another perspective of argument in
favour of such reporting is that it could help
reduce transactional and operating risk since
it fosters corporate transparency and builds
confidence among a company's economic
stakeholders. Qiu, Shaukat, and Tharyan
(2016) state that companies with objectively
disclosed social and environmental data are
likely to have higher anticipated cash flow
growth rates. Furthermore, Cheng, loannou,
and Serafeim (2014) find that companies with
more robust CSR-related disclosures have
fewer unique financial constraints and find it
simpler to obtain financing. According to
Husted (2005), financial investments in social
and environmental issues, along with their
disclosure, are viable options that involve
managerial  strategic and operational
decisions. These choices can help reduce
business risk by encouraging transparency
and reducing the level of uncertainty and
asymmetry.

The result from the study also shows
that information asymmetry appears to have
a positive insignificant effect on governance
disclosure of listed manufacturing firms in
Nigeria. This means that an increase in
information asymmetry will insignificantly
increase governance disclosure. This implies
that information asymmetry insignificantly
improves governance disclosure of listed
manufacturing firms during the period under
investigation. All listed firms must have
strong and efficient corporate governance
because owners are not involved in the day-



to-day operations of the company. In essence,
corporate governance in any business setting
necessitates the following: the preservation
of high ethical standards, the assurance of
customer satisfaction, high employee morale,
and the maintenance of market discipline;
the management of resources with care,
caution, and prudence; and the protection of
the company's assets (Adeoye & Amupitan,
2015).

Shareholders' value is impacted by CG
practices. Nations with strong corporate
governance frameworks have seen rapid
growth in the business sector and, as a result,
have drawn in more investment (Zaid et al.
2020; Kimani et al. 2021). Nonetheless, the
body of research on CG structure in the Arab
world is comparatively small and insufficient
(Zaid et al. 2020). Maintaining CG standards
is essential to an organization's ability to
compete in the market, especially for oil and
gas firms. Zaid et al. (2020), Alfraih and
Almutawa (2017), and Alareeni (2018) state
that CEO duality, board independence, and
board size are important factors that affect
the success of CG. On the other hand, Safari
(2017), Areneke, Yusuf, and Kimani (2019),
and Al-Tawil and Younies (2020) all
underlined that an audit committee is a
corporate governance approach that helps to
maximize the value for shareholders. The
importance of ownership structure s
highlighted by Udin et al. (2016), Baraibar-
Diez, Odriozola, and Sanchez (2018), and
Cardoso, Carr, and Rogers (2019) as a CG
practice that affects shareholders' value.
Additionally, studies conducted by Jebran et
al. (2020), Research by Chanda, Burton, and
Dunne (2017) and Naciti (2019) has shown
that companies with a more diverse board of
directors outperform their competitors in
terms of sustainability and generate greater
value for shareholders.
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Finally, the result shows that
information asymmetry appears to have a
positive significant effect on environmental
disclosure of listed manufacturing firms in
Nigeria. This means that an increase in
information asymmetry will significantly
increase environmental disclosure. This
implies that information  asymmetry
significantly improves environmental
disclosure of listed manufacturing firms
during the period under investigation. The
United Nations Commission on Sustainable
Development (UNDSD) and the International
Federation of Accountants (IFAC) released
recommendations for environmental
accounting (EA) in 2001 and 2005,
respectively, on which the Environmental
Accounting Information is based (Nguyen &
Tran, 2019). Since the 1970s, environmental
law and practice have become increasingly
important to governments, academic
institutions, and the general public.
Nonetheless, during the 1990s, businesses in
wealthy nations have looked at and adopted

environmental accounting. To help
management make  decisions  about
environmental operations, environmental
accounting analyzes and quantifies

environmental costs.

According to Grey et al. (1995), EAID
serves as a portal for businesses to disclose
environmental accounting data about how
they use resources and preserve the
environment. Resources, energy and water
consumption, biodiversity, emissions,
environmental complaint procedures, and
other subjects are covered in the
environmental information. One of the non-
financial elements of an annual report,
sustainability report, or corporate social
responsibility (CSR) report is environmental
information. Guidelines for the disclosure of
both financial and non-financial information
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have been released by several international
organizations. The Publicly traded companies
can prepare for information disclosure in
annual reports with the assistance of the
International Accounting Standards Board
(IASB), the Global Reporting Initiative (GRI),
Directive 95/2014/EU, and the Financial
Accounting  Standards Board  (FASB).
International benchmarks for non-financial
performance are set by GRI (Ismail et al.,
2021). The publicly available data includes
economic, environmental, human rights, and
social issues in accordance with the GRI's
principles (GRI, 2021).

Conclusion and Recommendations

This study is conducted to investigate
the effect of information asymmetry on
quality of non-financial disclosed in public
liability company in Nigeria. The longitudinal
research design was adopted. The study
focused on 10 public liability companies
listed on the Nigeria Exchange Group
purposively selected from the consumer
goods sector. Data were collected from the
annual reports of the targeted companies, for
a coverage period of 2013 to 2022. Data
collected were analysed using descriptive
statistics and panel data regression analyses.
The findings revealed that information
asymmetry have positive significant effect on
social disclosure of public liability companies
in Nigeria. It was also found that its effect on
governance was positive but, insignificant. It
however also showed significant and positive
effect on environmental disclosure.

Based on these findings, it was
concluded that the information asymmetry
problem can be reduced when full disclosure
of non-financial information particularly the
environmental social governance (ESG)
disclosure is maintained; thereby leading to
reduction in agency problem. The finding of
the study that showed high significance on
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social and environmental information
disclosure further established the influence
of the consciousness of stakeholders on the
relationship of the companies with their
social and environmental spheres in
promoting the acceptability of the firms
globally and improved competitive edge.
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