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ABSTRACT

Economic governance disclosure has become an essential dimension of corporate governance for
firms seeking to strengthen transparency, build stakeholder confidence, and enhance financial
performance. In Nigeria, reforms introduced by the Financial Reporting Council of Nigeria
(FRCN), the Securities and Exchange Commission (SEC), and the Nigerian Exchange Group
(NGX), together with global frameworks such as the Global Reporting Initiative (GRI),
International Financial Reporting Standards (IFRS), and the Nigerian Code of Corporate
Governance (NCCG 2018), have heightened the demand for improved governance reporting.
Despite these developments, concerns persist about the quality, completeness, and consistency of
disclosures by listed firms. This study examined the effect of economic governance disclosure on
the financial performance of listed consumer goods firms in Nigeria. Using an ex post facto
research design, the study analysed panel data drawn from 17 firms over the period 2012 to
2021, yielding 170 firm-year observations. Financial performance was proxied by return on
assets (ROA), while economic governance disclosure was measured through board structure and
investor relations (BSIR) and research and development disclosure (RED). Multiple regression
analysis showed that both BSIR and RED were positively and significantly associated with
ROA, indicating that transparent governance practices and the disclosure of investment activities
are linked to improved firm performance. The study recommends stronger enforcement of
disclosure requirements and greater commitment to research and development in order to sustain
improved financial outcomes.

Keywords: economic governance disclosure; financial performance; corporate governance;
transparency; return on assets; listed firms; Nigeria
1. Introduction

Over recent decades, corporate governance has become a critical determinant of
organisational sustainability and financial performance. Among its various dimensions,
economic governance disclosure has increasingly attracted the attention of regulators, investors,

and other stakeholders. Economic governance disclosure refers to the extent to which firms
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provide transparent information on matters such as risk-management practices, tax transparency,
anti-corruption measures, economic value creation, financial integrity, and responsible business
conduct. Such disclosures are expected to enhance stakeholder trust, improve corporate
reputation, and reduce information asymmetry, factors that are widely regarded as essential to

the long-term financial success of firms (Brown & Hillegeist, 2007; Bushman et al., 2004).

In Nigeria, the drive toward improved governance disclosure has been reinforced by
regulatory bodies including the Financial Reporting Council of Nigeria (FRCN), the Securities
and Exchange Commission (SEC), and the Nigerian Exchange Group (NGX). The emergence of
sustainability-reporting frameworksamong them the Global Reporting Initiative (GRI), the
International Financial Reporting Standards (IFRS), and the Nigerian Code of Corporate
Governance (NCCG 2018)has further emphasised the importance of transparent economic
governance practices. Despite these reforms, concerns remain about the quality, completeness,
and consistency of disclosures made by firms listed on the NGX. Many companies continue to
exhibit low levels of transparency on critical governance issues, raising questions about the

effectiveness of economic governance disclosure in enhancing firm performance.

The theoretical justification for economic governance disclosure is rooted in agency theory,
stakeholder theory, and legitimacy theory. These perspectives hold that firms are more likely to
achieve superior financial performance when they disclose information that reduces agency
conflicts, meets stakeholder expectations, and legitimises organisational activities (Fama &
Jensen, 1983). Empirical studies from both developed and emerging markets have, however,
produced mixed evidence on the relationship between disclosure and financial performance.
While some studies report a positive relationshiparguing that high-quality disclosure attracts
investors, lowers the cost of capital, and improves profitabilityothers find weak or insignificant
effects, suggesting that disclosure alone does not guarantee improved financial outcomes (Chen

et al., 2017; Merkley, 2014).

In the Nigerian context, weak governance structures, poor enforcement mechanisms,
political interference, and the prevalence of unethical practices further complicate the role of
economic disclosures in influencing firm performance. As Nigerian firms strive to compete in a
globalised economy, understanding whether economic governance disclosure functions as a

strategic tool for improving financial performance becomes increasingly important. There is
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therefore a need for empirical investigation to determine whether enhanced transparency in

economic governance translates into better financial outcomes for listed firms.

Consequently, this study examines the effect of economic governance disclosure on the
financial performance of listed consumer goods firms in Nigeria, with the aim of providing
evidence-based insights to guide corporate managers, regulators, investors, and policymakers in

strengthening governance reforms and fostering sustainable corporate growth.

2. Literature Review and Hypotheses Development

2.1 Research and Development Disclosure and Financial Performance

Merkley (2014) examined the link between research and development (R&D) related
narrative disclosure and firm performance and found that current earnings performance (adjusted
for R&D expense) was negatively related to the quantity of narrative R&D disclosure,
particularly for firms that place greater value on R&D. Merkley concluded that disclosure
influences performance through multiple channels rather than a single mechanism.
Complementing this view, Brown and Hillegeist (2007) argued that current performance is often
generated by past successful investments in R&D, which lessen investor concerns about the
magnitude and uncertainty of future cash flows. Their evidence indicated that higher disclosure
quality reduces information asymmetry and builds investor confidence, thereby lowering

investors' private information-search costs.

Majella (2000) investigated the discretionary choice of R&D expenditure, which the study
explained through reduced information asymmetry and agency costs. Using the 1993 financial
statements of 152 Australian listed firms that conducted R&D, and adopting a cross-sectional
analysis of secondary data from firm reports, the study found that research intensity, the use of
R&D financing arrangements, and the proportion of wholly owned subsidiaries were significant

in explaining the voluntary disclosure of R&D.

In a study of Israeli science- and technology-based firms, Chen et al. (2017) focused on the
externalities of extensive voluntary R&D disclosure. They observed that investors attach value to
voluntarily disclosed R&D information over and above the value placed on reported earnings

and book values, and that this disclosure is value-relevant in the revaluation of share prices. The
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authors concluded that specific accounting regulation can generate positive disclosure

externalities. On the basis of the foregoing, the following hypothesis is proposed:

H1: There is a significant relationship between research and development disclosure and

the financial performance of consumer goods companies in Nigeria

2.2 Ownership Structure, Board Structure, and Investor Relations

Monitoring within the firm is also exercised through its ownership structure (Fama &
Jensen, 1983). The separation of ownership from control reflects the absence of owners from the
management of firm resources, and one mechanism for mitigating the resulting moral hazard is
block ownership. The interests of shareholders may be aligned with those of management where
owners have a greater incentive to monitor, resulting in stronger corporate governance and
improved firm performance (Boyd, 1996; Daily & Dalton, 1994; Rechner & Dalton, 1990).
Minority equity holders, however, may be disadvantaged where majority shareholders seek to
expropriate corporate assets (Ishak & Napier, 2006), and the monitoring capacity of minority
holders is often weakened by free-rider problems (Blundell-Wignall et al., 2009; Cheffins, 2011;
Gill et al., 2012; Grove et al., 2011; Haniffa&Hudaib, 2006; Hermalin, 2005; Rebeiz& Salameh,
2006). Where dominant managerial ownership increases firm risk, this may have adverse

consequences for performance (Carolina, 1998; Long, 2000).

Empirical evidence on the association between ownership structure and corporate
performance is mixed. Haniffa and Hudaib (2006) report a positive association between
shareholding characteristics and firm performance, a finding consistent with Holderness et al.

(1999). On the basis of the foregoing, the following hypothesis is proposed:

H2: There is a significant relationship between board structure and investor relations and

the financial performance of consumer goods companies in Nigeria.

3. Methodology

3.1 Research Design, Population, and Data

This study adopted an ex post facto research design because the data are historical, having
been generated through past corporate activities. A panel-data structure was used. The study
population comprised all 17 consumer goods companies listed on the Nigerian Exchange Group

over the period 2012 to 2021, yielding 170 firm-year observations. Data were sourced from the
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audited financial statements of the 17 listed companies, obtained from their corporate websites,

and were analysed using multiple regression with the aid of Stata statistical software.

3.2 Model Specification
The dependent variable is financial performance, proxied by return on assets (ROA), while the
independent variables are board structure and investor relations (BSIR) and research and

development disclosure (RED). The functional relationship is specified as:

ROA = f(BSIR, RED) (1)

Econometrically, the model is expressed as:

ROA;; = po + PiBSIR; + [2RED;; + &; (2)
where ROA denotes financial performance; BSIR denotes board structure and investor relations;
RED denotes research and development disclosure; o is the intercept; f: and B2 are the slope

coefficients; and ¢ is the error term. Table 1 defines and justifies the study variables.

Table 1
Variable Definitions, Measurement, and Justification
Variable Acronym Type Measurement Justification
Return on ROA Dependent Net income =+ total assets Haniffa&Hudaib
assets (2006); Abdul Latif

et al. (2013)
Board BSIR Independent Disclosure index scoring Adelopo (2011);
structure and transparency in the relevant Meek et al. (1995)
investor category and compliance with
relations applicable reporting standards;

coded 1 if disclosed and O
otherwise

Research and RED Independent  Disclosure index scoring the Adelopo (2011);

development reporting of R&D activities; Meek et al. (1995)
disclosure coded 1 if disclosed and O
otherwise

Note. Compiled by the authors (2025).

4. Results

4.1 Descriptive Statistics
Table 2 presents the descriptive statistics for the study variables over the 2012 to 2021 period,

based on 170 firm-year observations.
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Table 2

Descriptive Statistics of the Variables

Variable Mean Minimum Maximum
ROA 2.757 2.35 2.81
BSIR 0.812 0 1
RED 0.880 0 1
Note. N =170.

4.2 Correlation Analysis

Table 3 reports the Pearson correlation matrix for the study variables. As a rule of thumb,
correlations below 0.80 among the independent variables indicate that multicollinearity is

unlikely to bias the regression estimates (Hair et al., 2010).

Table 3

Pearson Correlation Matrix of the Variables

Variable ROA BSIR RED
ROA 1.000

BSIR 0.0224 1.000

RED 0.0178 0.7038 1.000
Note. N =170.

4.3 Regression Results and Hypothesis Testing
Table 4 presents the results of the multiple regression of board structure and investor relations
(BSIR) and research and development disclosure (RED) on return on assets (ROA), reporting the

coefficients, t-values, and probability values.

Table 4

Multiple Regression Results (Dependent Variable: ROA)

Variable Coefficient t-value p-value
BSIR 0.00861 2.74 0.014%*
RED 0.00437 12.38 0.000%*%*
Constant 0.96551 13.97 0.000

Note. R? (within) = 0.190; Prob > F =0.000; N =170.p < .10, p < .05, p < .01.

The regression results indicate that both independent variables are positively and
significantly associated with financial performance. Research and development disclosure (RED)

is significant (t = 12.38, p < .01), indicating a significant positive relationship between R&D
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disclosure and firm performance; accordingly, the null hypothesis for H1 is rejected and the
alternative accepted. Board structure and investor relations (BSIR) is also significant (t = 2.74, p
< .05), indicating a significant positive relationship between board structure and investor
relations and firm performance; accordingly, the null hypothesis for H2 is rejected and the
alternative accepted. Because the model relies on 170 firm-year observations, inference is based

on the reported probability values rather than a fixed critical value.

5. Discussion

This study used disclosure indices to capture the effect of economic governance
disclosureoperationalised through board structure and investor relations and through research and
development disclosureon financial performance, drawing on the predictions of agency theory.
Consistent with those predictions, both disclosure dimensions were hypothesised to be positively

associated with performance, and the empirical results support this expectation.

The finding that research and development disclosure is positively and significantly
associated with ROA aligns with Chen et al. (2017), who showed that voluntary R&D disclosure
is value-relevant beyond mandated financial information, and with the broader argument that
higher disclosure quality reduces information asymmetry and supports firm value (Brown &
Hillegeist, 2007). It suggests that firms which communicate their investment activities more
transparently are better able to reassure investors about the prospects of long-horizon

expenditures, thereby supporting stronger financial outcomes.

Similarly, the positive and significant association between board structure and investor
relations and ROA is consistent with Haniffa and Hudaib (2006) and Holderness et al. (1999),
who report a positive relationship between shareholding characteristics and firm performance.
The result indicates that stronger governance structures and more active investor-relations
practices are associated with improved performance among Nigerian consumer goods firms, in
line with the monitoring role emphasised by agency theory (Fama & Jensen, 1983). At the same
time, the evidence should be interpreted cautiously in a market where information availability
remains a key determinant of the efficiency of resource-allocation decisions and economic

growth (Bushman et al., 2004), and where enforcement of disclosure requirements is uneven.
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6. Conclusion and Recommendations

This study examined the effect of economic governance disclosure on the financial
performance of listed consumer goods firms in Nigeria over the period 2012 to 2021. The results
show that both board structure and investor relations and research and development disclosure
are positively and significantly associated with return on assets, indicating that greater
transparency in economic governance is linked to improved financial performance. On the basis

of these findings, the following recommendations are made:

1. Investment in research and development, together with transparent disclosure of such
activities, should be adopted as a core practice by consumer goods companies in Nigeria,

as this is associated with stronger long-run financial performance.

2. Regulatory agencies should strengthen the enforcement of disclosure
requirementsincluding sanctions for non-disclosure of ownership and governance

informationsince credible enforcement encourages compliance among listed firms.

3. Firms should guard against the expropriation of minority shareholders by controlling
owners, who may otherwise use their position to advance private rather than collective
interests (Grossman & Hart, 1982; Ishak & Napier, 2006). Broader involvement of non-
executive directors in governance is encouraged to strengthen monitoring and protect

minority interests.

4. Future research could extend the analysis to other sectors of the Nigerian Exchange
Group, incorporate additional performance measures (such as return on equity and
Tobin's Q), and examine the moderating role of firm size, leverage, and audit quality in

the disclosure—performance relationship.
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