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Abstract: This study examined the effect of green accounting adoption on the firm value of quoted 

service  firms in Nigeria between 2015 and 2023. The study employed secondary data sourced from 

annual reports of 35 industrial firms listed on the Nigerian Stock Exchange. A quantitative research 

design using panel regression analysis was adopted. Findings revealed that green accounting adoption 

has a positive and significant effect on firm value (β = 0.438, t = 4.57, p < 0.01). Firm size also 

positively influenced firm value (β = 0.312, t = 3.21, p < 0.05), while leverage had a negative significant 

effect (β = -0.274, t = -2.89, p < 0.05). Firm age demonstrated a positive effect but was marginally 

significant (β = 0.142, t = 1.96, p = 0.051). Combined regression results indicated that green accounting 

adoption together with firm-specific factors explained 63% of the variation in firm value (Adjusted R² = 

0.63, F = 15.74, p < 0.01). The study concludes that industrial firms adopting comprehensive 

environmental accounting and disclosure practices are likely to experience higher market valuation. The 

study recommends that Industrial firms should fully adopt and integrate green accounting practices into 

corporate reporting to enhance market valuation. 
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Introduction 

Over the last decade, environmental sustainability has risen from a 

peripheral concern to a central strategic agenda in corporate 

governance and reporting. Businesses worldwide are increasingly 

expected to demonstrate accountability not only for financial 

performance but also for their environmental impacts. Green 

accounting, sometimes referred to as environmental or 

sustainability accounting, emerges in this context as an innovative 

accounting system that integrates environmental costs and 

outcomes into traditional financial reporting structures. 

Fundamentally, green accounting seeks to capture, measure, and 

disclose environmental costs, such as pollution control 

expenditures, environmental restoration costs, and sustainability 

investments, which conventional accounting systems have 

historically overlooked (Umaigba, Olumese & Amawu, 2025). 

The core rationale for green accounting adoption lies in the belief 

that environmental sustainability is interlinked with corporate long-

term performance and value creation. By incorporating 

environmental costs and outcomes into financial statements, firms 

enhance transparency, help stakeholders make well-informed 

decisions, and align reporting with global sustainability 

frameworks such as the Global Reporting Initiative and the 

International Sustainability Standards Board (Umaigba et al., 

2025). This integration has become especially pertinent in 

emerging economies like Nigeria, where regulatory pressures, 

investor expectations, and global ecological concerns are pushing 

firms toward more comprehensive disclosure practices. 

In Nigeria, rapid industrialization combined with weak 

environmental policy enforcement has resulted in significant 

environmental degradation. Against this backdrop, green 

accounting adoption has gained scholarly and policy interest as a 

tool for embedding environmental considerations into corporate 

financial decision-making (Ayooola-Akinjobi, 2025). The adoption 

of green accounting practices is seen not just as an ethical 

imperative but as a strategic lever that could influence corporate 

performance, competitiveness, and investor attractiveness 

(Adebanjo & Wisdom, 2024). For industrial firms, in particular, 

which are often responsible for substantial environmental 

https://isarpublisher.com/journal/isarjmrs
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externalities, green accounting serves to bridge the gap between 

environmental stewardship and financial accountability. 

Firm value, typically measured through market performance 

indicators such as Tobin’s Q and shareholders’ wealth, is 

increasingly linked to sustainability reporting. Evidence suggests 

that firms that disclose environmental information may experience 

enhanced market valuation due to improved stakeholder 

perception, reduced informational asymmetry, and stronger 

legitimacy with regulators and investors (Alexander, 2023). These 

channels suggest that green accounting adoption may act as a 

signal to the market that the firm is aligned with global 

sustainability expectations, potentially attracting environmentally 

conscious investors and enhancing long-term firm value. 

However, empirical findings on the relationship between green 

accounting and firm value remain mixed. Some studies report 

positive associations, suggesting that environmental disclosures 

enhance firm valuations and profitability by improving operational 

efficiencies and investor confidence (Umaigba et al., 2025; 

Adebanjo & Wisdom, 2024). Conversely, others argue that in the 

short term, environmental expenditures reflected through green 

accounting may increase compliance and reporting costs, which 

might negatively affect traditional financial performance metrics 

(Ayooola-Akinjobi, 2025). Such conflicting evidence underscores 

the need for context-specific investigation, especially in the 

Nigerian industrial sector where environmental challenges and 

market dynamics are uniquely complex. 

In Nigeria’s quoted industrial goods sector, understanding how 

green accounting adoption influences firm value holds significant 

implications for regulators, investors, corporate managers, and 

policy makers. As the Nigerian economy seeks sustainable growth 

pathways and aligns with global sustainability benchmarks, 

investigating the strategic impact of green accounting informs both 

corporate governance and capital market development. It positions 

environmental accountability not merely as a compliance exercise 

but as a potential strategic asset capable of enhancing stakeholder 

trust and market valuation, particularly in industrial firms exposed 

to environmental risks and regulatory scrutiny (Adebanjo & 

Wisdom, 2024; Umaigba et al., 2025). 

Statement of the Problem 

Despite the growing global emphasis on sustainability reporting 

and environmental accountability, the adoption of green accounting 

practices among quoted service firms in Nigeria remains 

inconsistent and largely voluntary. Most Nigerian firms continue to 

prioritize conventional financial reporting systems that focus solely 

on profitability, liquidity, and solvency, while environmental costs 

and sustainability-related expenditures are either inadequately 

disclosed or completely omitted from financial statements. This 

reporting gap raises concerns about the true valuation of firms, 

particularly in environmentally sensitive sectors such as industrial 

manufacturing (Adebanjo & Wisdom, 2024). 

Empirical evidence suggests that environmental degradation 

arising from industrial activities has intensified regulatory pressure 

and stakeholder scrutiny in emerging economies. However, 

Nigerian industrial firms often treat environmental expenditures as 

non-value-adding costs rather than strategic investments capable of 

enhancing firm value (Ayooola-Akinjobi, 2025). This perception 

discourages the systematic adoption of green accounting practices 

and undermines the integration of environmental performance into 

corporate decision-making. As a result, investors may be unable to 

fully assess environmental risks and long-term sustainability 

prospects when valuing firms in the capital market. 

Furthermore, prior studies present conflicting findings regarding 

the relationship between green accounting adoption and firm value. 

While some studies report that environmental disclosures improve 

firm valuation by enhancing transparency, legitimacy, and investor 

confidence, others argue that the associated compliance and 

reporting costs may negatively affect financial performance, 

especially in the short run (Alexander, 2023; Umaigba, Olumese & 

Amawu, 2025). These inconsistencies create uncertainty for 

corporate managers and investors regarding the economic benefits 

of green accounting practices. 

In the Nigerian context, the problem is compounded by weak 

enforcement of environmental reporting standards and the absence 

of mandatory green accounting regulations for listed firms. 

Consequently, environmental disclosures vary widely in quality, 

depth, and comparability across firms, making it difficult to 

empirically establish their impact on firm value (Adebanjo & 

Wisdom, 2024). Most existing Nigerian studies have also focused 

on profitability indicators such as return on assets and return on 

equity, rather than market-based measures of firm value that reflect 

investor perception and stock market response. 

Additionally, limited attention has been given specifically to 

quoted service firms, despite their significant environmental 

footprint and potential exposure to sustainability-related risks. This 

gap in the literature creates uncertainty about whether green 

accounting adoption contributes meaningfully to firm value within 

Nigeria’s industrial sector. Addressing this problem is essential for 

informing regulatory reforms, guiding corporate sustainability 

strategies, and improving investor decision-making in Nigeria’s 

capital market. 

Objectives of the Study 

1. To examine the extent of green accounting adoption among 

quoted service firms in Nigeria. 

2. To assess the relationship between green accounting 

practices and firm market value of quoted service  firms. 

3. To determine the impact of environmental cost disclosures 

on firm value. 

4. To evaluate whether green accounting influences investor 

perception and market capitalization. 

5. To provide policy recommendations on enhancing 

sustainability reporting for improved firm valuation. 

Research Questions 

1. To what extent have quoted service firms in Nigeria adopted 

green accounting practices? 

2. What is the relationship between green accounting adoption 

and firm value in quoted service firms? 

3. How do environmental cost disclosures affect firm market 

valuation? 

4. Does green accounting adoption influence investor 

perception and market capitalization? 

5. What steps can improve sustainability reporting to enhance 

firm value? 
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Research Hypotheses 

Ho1: Green accounting adoption has no significant effect on the 

firm market value of quoted service  firms in Nigeria. 

Ho2: There is no significant relationship between environmental 

cost disclosures and firm value among quoted service  firms in 

Nigeria. 

Ho3: Green accounting adoption does not significantly influence 

investor perception in the stock market. 

Ho4: Environmental sustainability reporting has no significant 

impact on market capitalization of quoted service firms. 

Ho5: Green accounting practices have no significant relationship 

with firm profitability indicators. 

Significance of the Study 

This study is significant because it contributes to the understanding 

of how environmental reporting mechanisms, such as green 

accounting, influence firm valuation in emerging capital markets 

like Nigeria. By focusing specifically on industrial firms, often 

more impactful environmentally, it provides empirical evidence 

relevant to regulators, investors, and policymakers seeking to align 

Nigerian firms with global sustainability reporting standards 

(Umaigba et al., 2025). It also offers insights for corporate 

managers on whether investing in green accounting and 

environmental disclosures can yield market valuation benefits or if 

reporting costs outweigh strategic advantages (Ayooola-Akinjobi, 

2025). Additionally, the research fills a gap in existing literature by 

linking environmental disclosure practices with market-based 

valuation measures within the Nigerian industrial sector. 

Scope and Limitation of the Study 

The scope covers firms classified under the industrial goods sector, 

including manufacturing and production-based companies whose 

operations have significant environmental implications. The study 

is limited to firm-level data obtained from audited financial 

statements and sustainability disclosures over a selected study 

period that captures recent developments in sustainability reporting 

practices in Nigeria. The analysis concentrates on market-based 

measures of firm value, such as market capitalization and valuation 

ratios, rather than purely accounting-based profitability indicators. 

Geographically, the study is restricted to Nigeria, and its findings 

may not be directly generalizable to other emerging or developed 

economies due to differences in regulatory environments and 

capital market structures. Conceptually, the study focuses on green 

accounting adoption and firm value, excluding broader 

environmental performance outcomes and social sustainability 

dimensions. The scope is further limited to secondary data analysis 

and does not involve primary data collection such as surveys or 

interviews. 

Literature Review 

Concept of Green Accounting 

Green accounting is an accounting approach that seeks to 

incorporate environmental considerations into the traditional 

financial accounting framework by recognizing, measuring, and 

reporting the environmental impacts of corporate activities. Unlike 

conventional accounting systems that focus primarily on financial 

transactions and profitability, green accounting extends the 

boundaries of accounting to include environmental costs such as 

pollution control expenditures, waste management costs, resource 

depletion, and environmental remediation obligations. Scholars 

argue that the exclusion of such costs from financial statements 

creates an incomplete and often misleading representation of firm 

performance (Alexander, 2023; Umaigba, Olumese & Amawu, 

2025). 

The conceptual foundation of green accounting is rooted in the 

growing recognition that environmental resources are finite and 

that economic activities generate external costs that must be 

accounted for to ensure sustainability. Green accounting challenges 

the assumption that environmental resources are free goods and 

emphasizes the need to internalize environmental costs within 

corporate accounting systems. According to Ayooola-Akinjobi 

(2025), green accounting enables firms to identify hidden 

environmental costs that are often absorbed into general overheads, 

thereby improving cost allocation and managerial decision-making. 

By making environmental costs visible, firms are better positioned 

to evaluate the true profitability of their operations. 

In the context of corporate accountability, green accounting serves 

as a mechanism for enhancing transparency and responsibility 

toward stakeholders. Adebanjo and Wisdom (2024) contend that 

green accounting supports sustainable development by aligning 

corporate financial reporting with environmental stewardship. 

Through systematic measurement and disclosure of environmental 

costs, firms demonstrate accountability not only to shareholders 

but also to regulators, communities, and future generations. This 

broader accountability framework underscores the relevance of 

green accounting as both an accounting innovation and a strategic 

management tool. 

Environmental Accounting Practices in Corporate 

Organizations 

Environmental accounting practices refer to the specific methods 

and procedures adopted by firms to identify, measure, record, and 

disclose environmental-related costs and activities. These practices 

include accounting for expenditures on pollution prevention, waste 

treatment, emission control technologies, energy efficiency 

initiatives, and environmental compliance. Environmental 

accounting practices also extend to the recognition of 

environmental liabilities, such as cleanup costs and regulatory 

penalties, which may arise from environmentally harmful activities 

(Gabr & ElBannan, 2025). 

In corporate organizations, environmental accounting practices are 

often integrated into broader sustainability reporting frameworks. 

Firms may disclose environmental information within annual 

reports, standalone sustainability reports, or integrated reports. 

However, the depth and quality of such disclosures vary 

considerably across firms and jurisdictions. Umaigba et al. (2025) 

observe that while some firms provide detailed quantitative 

environmental data, others rely heavily on qualitative narratives 

that offer limited insight into actual environmental performance. 

This variation reflects differences in regulatory pressure, corporate 

governance structures, and managerial commitment to 

sustainability. 

Environmental accounting practices play a critical role in 

enhancing internal management processes. By systematically 
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tracking environmental costs, firms can identify inefficiencies, 

reduce waste, and improve resource utilization. Alexander (2023) 

argues that environmental accounting practices support strategic 

planning by enabling firms to evaluate the long-term financial 

implications of environmental risks and opportunities. For 

industrial firms, where environmental impacts are substantial, 

effective environmental accounting practices are essential for 

managing regulatory compliance, mitigating environmental risks, 

and sustaining competitive advantage. 

Concept and Measurement of Firm Value 

Firm value represents the market’s overall assessment of a 

company’s worth, reflecting investors’ expectations regarding 

future cash flows, growth potential, and risk exposure. Unlike 

accounting-based performance measures such as return on assets or 

return on equity, firm value is inherently forward-looking and 

incorporates both financial and non-financial information. Market-

based indicators such as market capitalization, share price, and 

Tobin’s Q are commonly used to measure firm value because they 

capture how investors respond to available corporate information 

(Alexander, 2023). 

The concept of firm value is closely linked to information 

transparency and disclosure quality. Investors rely on disclosed 

information to assess a firm’s prospects and risks, including those 

associated with environmental performance. Umaigba et al. (2025) 

argue that environmental disclosures facilitated by green 

accounting practices can influence investor perception by signaling 

a firm’s commitment to sustainability and long-term risk 

management. This signaling effect may reduce information 

asymmetry and enhance investor confidence, thereby positively 

affecting firm value. 

In emerging economies such as Nigeria, the determinants of firm 

value are increasingly influenced by sustainability considerations. 

Adebanjo and Wisdom (2024) note that as global investors demand 

greater environmental accountability, Nigerian firms operating in 

environmentally sensitive industries face growing pressure to 

demonstrate responsible environmental behavior. Consequently, 

firm value in such contexts may be affected not only by financial 

performance but also by the extent to which firms adopt and 

disclose green accounting practices. 

Adoption of Green Accounting by Industrial Firms 

Green accounting adoption refers to the extent to which firms 

integrate environmental cost identification, measurement, and 

disclosure into their accounting systems. For industrial firms, 

adoption is particularly important due to the environmental 

intensity of manufacturing and production processes. Industrial 

activities often generate significant pollution, waste, and resource 

consumption, making environmental accounting a critical 

component of corporate accountability (Ayooola-Akinjobi, 2025). 

In Nigeria, the adoption of green accounting by industrial firms 

remains largely voluntary, as there is no comprehensive regulatory 

framework mandating environmental accounting disclosures. As a 

result, adoption levels vary widely among firms. Adebanjo and 

Wisdom (2024) observe that many industrial firms adopt green 

accounting practices selectively, focusing on disclosures that 

enhance corporate image rather than providing comprehensive 

environmental cost information. This selective adoption limits the 

effectiveness of green accounting in promoting transparency and 

comparability across firms. 

Despite these limitations, there is growing awareness among 

Nigerian industrial firms of the strategic importance of green 

accounting. Umaigba et al. (2025) argue that increasing 

stakeholder pressure, global sustainability trends, and investor 

expectations are driving gradual improvements in green accounting 

adoption. For industrial firms seeking to attract long-term 

investment and enhance firm value, the adoption of comprehensive 

green accounting practices is becoming increasingly relevant. 

Environmental Cost Identification and Measurement 

Environmental cost identification and measurement constitute a 

core element of green accounting, as they involve recognizing and 

quantifying costs arising from a firm’s interaction with the natural 

environment. Environmental costs include expenditures incurred to 

prevent, control, or remedy environmental damage, such as 

pollution control equipment, waste treatment facilities, energy 

conservation investments, environmental monitoring, and 

compliance with environmental regulations. According to 

Alexander (2023), failure to properly identify and measure these 

costs leads to distorted cost structures and inaccurate profitability 

assessments, particularly in environmentally intensive industries. 

Environmental costs may be classified into direct and indirect 

categories. Direct environmental costs include easily traceable 

expenditures such as waste disposal fees, emission control costs, 

and environmental taxes. Indirect environmental costs, on the other 

hand, include costs related to reputational damage, loss of market 

share, regulatory sanctions, and future cleanup obligations that may 

not be immediately reflected in financial statements (Gabr & 

ElBannan, 2025). Umaigba, Olumese and Amawu (2025) 

emphasize that indirect environmental costs are often more 

substantial than direct costs but remain largely unaccounted for 

under conventional accounting systems. 

For industrial firms, accurate environmental cost measurement is 

particularly important due to the scale of their operations and the 

long-term environmental risks associated with manufacturing 

activities. Ayooola-Akinjobi (2025) argues that environmental cost 

measurement enhances internal managerial control by enabling 

firms to evaluate the financial implications of environmentally 

harmful practices and to identify opportunities for cost reduction 

through cleaner production methods. By integrating environmental 

costs into accounting systems, firms can make more informed 

investment decisions and improve both environmental and 

financial performance, thereby strengthening long-term firm value. 

Quality of Environmental Disclosure 

Environmental disclosure quality refers to the extent to which 

environmental information disclosed by firms is comprehensive, 

accurate, consistent, and verifiable. High-quality environmental 

disclosure goes beyond general statements of environmental 

concern to include quantitative data on emissions, waste 

generation, energy usage, and environmental expenditures. 

According to Nisaa and Hidayati (2025), disclosure quality plays a 

critical role in determining the usefulness of environmental 

information for investors and other stakeholders. 

Low-quality environmental disclosures, often characterized by 

vague narratives and selective reporting, undermine transparency 
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and may create skepticism among stakeholders. Adebanjo and 

Wisdom (2024) observe that many Nigerian firms provide 

symbolic environmental disclosures aimed at enhancing corporate 

image rather than delivering substantive environmental 

information. Such disclosures limit the ability of investors to assess 

environmental risks and sustainability performance accurately. 

High-quality environmental disclosure supported by green 

accounting systems enhances corporate credibility and 

accountability. Gabr and ElBannan (2025) argue that firms with 

robust environmental disclosure practices tend to experience lower 

information asymmetry and improved investor confidence. For 

industrial firms, where environmental risks are significant, 

disclosure quality becomes a critical determinant of how 

environmental performance influences firm value in the capital 

market. 

Theoretical Review 

Stakeholder Theory 

Stakeholder theory is one of the most widely applied theoretical 

frameworks in sustainability and environmental accounting 

research. The theory posits that organizations operate within a 

network of relationships involving multiple stakeholders, including 

shareholders, employees, customers, suppliers, regulators, host 

communities, and the environment. According to stakeholder 

theory, firms are expected to create value not only for shareholders 

but also for all stakeholders who are affected by corporate 

activities. This perspective challenges the traditional shareholder-

wealth maximization model by emphasizing broader corporate 

responsibility (Alexander, 2023). 

In the context of green accounting, stakeholder theory suggests that 

firms adopt environmental accounting practices in response to 

stakeholder demands for transparency, accountability, and 

responsible environmental behavior. Industrial firms, in particular, 

face intense scrutiny from regulators, local communities, and 

environmental advocacy groups due to the environmental impacts 

of their operations. Adebanjo and Wisdom (2024) argue that 

environmental disclosure through green accounting serves as a 

mechanism for managing stakeholder relationships by 

demonstrating commitment to environmental protection and 

sustainable operations. 

Stakeholder theory also explains how green accounting adoption 

may influence firm value. When firms disclose credible 

environmental information, stakeholders, especially investors, 

perceive lower environmental and regulatory risks. This perception 

can enhance trust, improve corporate reputation, and increase 

investor confidence, ultimately leading to higher market valuation. 

Umaigba, Olumese and Amawu (2025) emphasize that firms that 

effectively address stakeholder environmental concerns are more 

likely to experience long-term value creation due to sustained 

stakeholder support and reduced conflict. Thus, stakeholder theory 

provides a strong theoretical justification for examining the link 

between green accounting adoption and firm value. 

Legitimacy Theory 

Legitimacy theory is grounded in the concept that organizations 

seek to operate within the bounds and norms of the society in 

which they exist. The theory posits that firms continually strive to 

ensure that their activities are perceived as legitimate, appropriate, 

and desirable by society. When a firm’s operations pose 

environmental risks or generate negative environmental impacts, 

its legitimacy may be threatened, prompting management to adopt 

strategies that restore or maintain societal approval (Alexander, 

2023). 

Green accounting and environmental disclosure are viewed under 

legitimacy theory as tools for legitimizing corporate operations. 

Industrial firms, due to their environmental footprint, are 

particularly vulnerable to legitimacy threats arising from pollution, 

resource depletion, and environmental degradation. Ayooola-

Akinjobi (2025) argues that by adopting green accounting practices 

and disclosing environmental information, firms seek to align their 

activities with societal expectations regarding environmental 

responsibility. 

Legitimacy theory further explains the relationship between green 

accounting adoption and firm value by emphasizing reputation and 

social acceptance. Firms perceived as environmentally responsible 

are less likely to face regulatory sanctions, community opposition, 

or reputational damage. Adebanjo and Wisdom (2024) note that 

legitimacy-enhancing disclosures can positively influence investor 

perception, as investors often associate legitimacy with stability 

and lower risk. Consequently, green accounting adoption may 

contribute to enhanced firm value by strengthening societal 

approval and reducing legitimacy-related risks. 

Signaling Theory 

Signaling theory explains how firms communicate private 

information to the market to reduce information asymmetry 

between management and external stakeholders. In capital markets, 

managers possess superior information about a firm’s operations 

and future prospects. Signaling theory suggests that firms 

voluntarily disclose information to signal quality, credibility, and 

long-term viability to investors (Alexander, 2023). 

Within the framework of green accounting, environmental 

disclosures serve as signals of a firm’s commitment to 

sustainability, effective risk management, and long-term strategic 

orientation. Umaigba et al. (2025) argue that firms that invest in 

comprehensive green accounting systems signal to investors that 

they are proactively managing environmental risks rather than 

reacting to regulatory pressure. This proactive behavior may be 

interpreted by investors as a positive signal of managerial 

competence and foresight. 

Signaling theory also explains why green accounting adoption may 

enhance firm value. When environmental disclosures are credible, 

consistent, and supported by measurable data, they reduce 

uncertainty regarding environmental liabilities and future cash flow 

risks. Adebanjo and Wisdom (2024) emphasize that credible 

sustainability signals can attract long-term investors and enhance 

market valuation. However, signaling theory also cautions that 

weak or symbolic disclosures may be interpreted negatively, 

reinforcing the importance of substantive green accounting 

practices in influencing firm value. 

Agency Theory 

Agency theory focuses on the relationship between principals 

(shareholders) and agents (managers) and the potential conflicts 

arising from divergent interests. The theory posits that managers 

may pursue personal interests at the expense of shareholders unless 
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effective monitoring and reporting mechanisms are in place. 

Environmental issues introduce additional agency problems, as 

managers may conceal environmental risks or underinvest in 

sustainability initiatives due to their cost implications (Alexander, 

2023). 

Green accounting serves as a monitoring mechanism within the 

agency framework by increasing transparency and accountability 

regarding environmental costs and risks. Ayooola-Akinjobi (2025) 

argues that environmental accounting reduces agency costs by 

providing shareholders with information that enables them to 

evaluate managerial decisions related to environmental 

management. This enhanced transparency limits managerial 

opportunism and aligns managerial actions with shareholder 

interests. 

From an agency theory perspective, green accounting adoption can 

influence firm value by reducing information asymmetry and 

improving governance quality. Umaigba et al. (2025) note that 

firms with transparent environmental reporting are perceived as 

having stronger governance structures, which may attract investors 

and reduce the cost of capital. Consequently, agency theory 

supports the argument that green accounting adoption contributes 

positively to firm value through improved monitoring and reduced 

agency conflicts. 

Institutional Theory 

Institutional theory explains corporate behavior as a response to 

pressures arising from regulatory, normative, and cognitive 

institutional forces. Firms adopt certain practices not only for 

efficiency reasons but also to conform to institutional expectations 

and gain legitimacy within their operating environment. In the 

context of sustainability, institutional pressures from regulators, 

industry associations, investors, and international organizations 

influence firms’ adoption of green accounting practices 

(Alexander, 2023). 

In emerging economies such as Nigeria, institutional pressures 

related to environmental reporting are gradually increasing. 

Adebanjo and Wisdom (2024) argue that although green 

accounting adoption remains largely voluntary, firms are 

increasingly influenced by global sustainability standards and 

investor expectations. Industrial firms, in particular, face 

institutional pressure to demonstrate environmental accountability 

due to their environmental impact. 

Institutional theory further explains how green accounting adoption 

affects firm value. Firms that align with institutional expectations 

regarding environmental reporting may gain legitimacy, attract 

foreign investment, and enhance market confidence. Umaigba et al. 

(2025) suggest that institutional conformity in environmental 

reporting can positively influence firm value by improving access 

to capital and strengthening stakeholder trust. Thus, institutional 

theory provides a compelling explanation for why firms adopt 

green accounting practices and how such adoption may influence 

firm value. 

Resource-Based View (RBV) Theory 

The Resource-Based View (RBV) theory posits that firms achieve 

sustainable competitive advantage by utilizing unique resources 

and capabilities that are valuable, rare, inimitable, and non-

substitutable (Barney, 2020). Within the context of green 

accounting, RBV suggests that firms with strong environmental 

management capabilities, advanced accounting systems, and 

trained personnel can effectively adopt green accounting practices, 

differentiating themselves from competitors. Firms that 

strategically integrate environmental information into accounting 

and decision-making processes are able to enhance operational 

efficiency, reduce waste, and optimize resource allocation, which 

collectively can lead to improved firm value (Michelon, Pilonato & 

Ricceri, 2023). 

Empirical evidence shows that firms leveraging internal 

capabilities to implement sustainability reporting not only comply 

with external regulations but also achieve superior market 

performance. For example, Adegboyega (2019) notes that 

industrial firms in Nigeria with established environmental 

management systems exhibited higher Tobin’s Q values, indicating 

increased firm valuation. This perspective aligns with the notion 

that green accounting adoption is not merely a compliance activity 

but a strategic resource that can enhance financial and non-

financial outcomes. Consequently, RBV provides a critical lens to 

understand how internal capabilities, when aligned with green 

accounting practices, contribute to firm value. 

Empirical Review 

Empirical Evidence from Nigeria 

Empirical studies on green accounting and firm value in Nigeria 

have gained increasing attention in recent years due to rising 

environmental concerns and regulatory pressure on 

environmentally sensitive industries. However, the scope and depth 

of these studies remain limited, particularly with respect to 

industrial firms. 

Adebanjo and Wisdom (2024) examined the effect of 

environmental accounting disclosure on the market value of listed 

manufacturing firms in Nigeria using panel data regression 

analysis. The study employed secondary data obtained from annual 

reports of selected firms and measured firm value using Tobin’s Q. 

The findings revealed a positive and statistically significant 

relationship between environmental disclosure and firm value, 

suggesting that investors place value on transparent environmental 

reporting. However, the study focused broadly on manufacturing 

firms and did not isolate industrial firms with high environmental 

impact, thereby limiting the generalizability of the findings to 

heavy industrial sectors. 

Ayooola-Akinjobi (2025) investigated the impact of green 

accounting practices on financial performance of quoted firms in 

Nigeria. Using return on assets and return on equity as proxies for 

performance, the study found that firms with higher levels of 

environmental cost disclosure performed better financially. The 

study attributed this outcome to improved corporate image and 

stakeholder confidence. Despite its contribution, the study 

emphasized accounting performance indicators rather than market-

based firm value measures, creating a gap that the present study 

seeks to address. 

Umaigba, Olumese and Amawu (2025) analyzed the relationship 

between sustainability reporting and firm value of listed firms on 

the Nigerian Exchange Group. Using a content analysis approach 

to construct a sustainability disclosure index, the study found a 

significant positive relationship between sustainability disclosure 
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and firm value measured by market capitalization. However, the 

study adopted a general sustainability framework without isolating 

green accounting components, making it difficult to determine the 

specific influence of environmental accounting practices on firm 

value. 

Similarly, Okafor and Ezeani (2023) examined environmental 

disclosure and corporate valuation among listed oil and gas firms 

in Nigeria. The study revealed that environmental disclosure had a 

significant positive effect on firm value, particularly for firms with 

consistent reporting practices. While this study provides strong 

evidence within an environmentally sensitive sector, its focus on 

oil and gas firms limits applicability to other industrial firms such 

as cement, chemical, and manufacturing companies. 

Despite these contributions, most Nigerian studies exhibit 

limitations including short study periods, narrow sectoral focus, 

reliance on accounting-based performance indicators, and limited 

emphasis on green accounting adoption as a structured accounting 

practice. These gaps highlight the need for a comprehensive 

empirical investigation focusing specifically on green accounting 

adoption and firm value among quoted service firms in Nigeria. 

Empirical Evidence from Other Developing Economies 

Khan, Ali and Fatima (2022) examined the effect of environmental 

accounting disclosure on firm value among manufacturing firms in 

Pakistan. Using panel regression analysis and Tobin’s Q as a 

measure of firm value, the study found a significant positive 

relationship between environmental disclosure and firm value. The 

authors argued that environmental transparency reduces perceived 

risk and enhances investor confidence. However, the study 

emphasized disclosure quantity rather than the quality or depth of 

green accounting practices. 

In India, Sharma and Gupta (2023) investigated green accounting 

practices and market valuation of listed industrial firms. The study 

employed content analysis and regression analysis and reported 

that firms with comprehensive green accounting practices enjoyed 

higher market valuation. The authors attributed this to increased 

stakeholder trust and improved regulatory compliance. While the 

study is relevant, differences in regulatory frameworks and capital 

market development limit direct comparability with the Nigerian 

context. 

Abdullah and Mohamed (2022) studied environmental reporting 

and firm value in Malaysia using a sample of listed manufacturing 

firms. The study revealed a positive but weak relationship between 

environmental disclosure and firm value, suggesting that while 

investors acknowledge environmental responsibility, financial 

performance remains a dominant valuation factor. This finding 

indicates that the influence of green accounting on firm value may 

vary depending on market maturity and investor awareness. 

Although these studies provide useful evidence from developing 

economies, they often treat environmental accounting as part of 

broader sustainability reporting, thereby failing to isolate green 

accounting adoption as a distinct accounting practice. This 

limitation reinforces the importance of the present study’s focus. 

Empirical Evidence from Developed Economies. 

Clarkson, Li and Richardson (2021) examined the relationship 

between environmental performance disclosure and firm value 

among listed firms in the United States. Using market-based 

valuation models, the study found that firms with superior 

environmental disclosure experienced higher firm value and lower 

cost of capital. The authors emphasized that credible and consistent 

environmental accounting information enhances market efficiency 

by reducing information asymmetry. 

In Europe, Michelon, Pilonato and Ricceri (2022) investigated the 

impact of environmental accounting practices on firm valuation 

across several European Union countries. The study found that 

firms adopting structured environmental accounting systems 

exhibited significantly higher market valuation compared to firms 

with symbolic disclosures. The findings highlight the importance 

of substantive green accounting adoption rather than mere 

compliance-driven reporting. 

Similarly, Deegan and Unerman (2023) studied environmental 

disclosure and investor reaction in the United Kingdom. Their 

findings revealed that investors respond positively to detailed 

environmental accounting disclosures, particularly those related to 

environmental costs and liabilities. The study supports the 

signaling role of green accounting in capital markets. 

While studies from developed economies provide strong empirical 

support for the positive relationship between green accounting and 

firm value, differences in institutional frameworks, enforcement 

mechanisms, and investor sophistication necessitate caution when 

applying these findings to emerging economies like Nigeria. 

Methodology 

This study adopted a quantitative research approach based on 

secondary data analysis. The choice of a quantitative design was 

considered most appropriate given the nature of the study, which 

seeks to empirically examine the relationship between green 

accounting adoption and firm value of quoted service  firms in 

Nigeria using measurable financial and disclosure variables.  

The population of the study comprised all quoted service  firms 

listed on the Nigerian Exchange Group (NXG) during the period 

under review. The population includes firms in sectors such as 

cement production, building materials, industrial chemicals, and 

heavy manufacturing that are officially classified under the 

industrial goods sector of the Nigerian Exchange Group. 

A purposive sampling technique was employed in selecting the 

sample for the study.  The study relied exclusively on secondary 

data obtained from published annual reports and audited financial 

statements of the sampled industrial firms. Data analysis was 

conducted using descriptive and inferential statistical techniques.  

Descriptive statistics were used to summarize the characteristics of 

the data, including mean, standard deviation, minimum, and 

maximum values. Inferential analysis involved regression analysis 

to test the formulated hypotheses. The study relied solely on 

publicly available secondary data and did not involve human 

participants. As such, ethical concerns relating to confidentiality 

and informed consent did not arise.  

Results and Discussion 

This presents the data analysis and interpretation of findings 

arising from the examination of the relationship between green 

accounting adoption and firm value of quoted service  firms in 

Nigeria. 



 ISAR J Mul Res Stud; Vol-4, Iss-3, 2026 

 

8 
 

Descriptive Statistics 

Before conducting inferential analysis, it is important to examine 

the basic characteristics of the data used in the study. Descriptive 

statistics provide an overview of the distribution, central tendency, 

and variability of the variables, thereby enabling a better 

understanding of the nature of the data and its suitability for 

regression analysis. 

 

Table 4.1: Descriptive Statistics of Study Variables 

Variable Mean Std. Dev. Minimum Maximum 

Firm Value (Tobin’s Q) 1.42 0.38 0.71 2.35 

Green Accounting Adoption 0.56 0.21 0.18 0.89 

Firm Size 15.87 1.12 13.92 18.45 

Leverage 0.48 0.19 0.11 0.82 

Firm Age 32.6 8.4 12 58 

 

Interpretation of Table 4.1 

The descriptive statistics indicate that the average firm value, 

measured using Tobin’s Q, is 1.42, suggesting that the sampled 

industrial firms are generally valued above their book value by the 

market. This implies that investors perceive these firms as having 

growth potential and future profitability prospects. The standard 

deviation of 0.38 reflects moderate variation in firm valuation 

across the sampled firms, which is expected given differences in 

firm size, age, and operational scope.  

Green accounting adoption has a mean value of 0.56, indicating 

that, on average, firms disclose slightly more than half of the 

environmental accounting items captured in the disclosure index. 

This suggests moderate adoption of green accounting practices 

among quoted service firms in Nigeria. However, the relatively 

wide gap between the minimum and maximum values shows that 

while some firms actively engage in environmental reporting, 

others still lag significantly.  

The firm size variable exhibits limited dispersion, indicating that 

most sampled firms are relatively large industrial entities. Leverage 

shows moderate variability, suggesting differences in capital 

structure across firms. Firm age indicates that most firms have long 

operational histories, which may influence both disclosure 

practices and market valuation. 

Correlation Analysis 

Correlation analysis was conducted to examine the degree and 

direction of association between green accounting adoption and 

firm value, as well as among control variables. This analysis also 

helps to detect potential multicollinearity issues prior to regression 

analysis. 

 

Table 4.2: Correlation Matrix 

Variable Firm Value Green Accounting Firm Size Leverage Firm Age 

Firm Value 1.000     

Green Accounting 0.47 1.000    

Firm Size 0.39 0.42 1.000   

Leverage -0.21 -0.18 0.25 1.000  

Firm Age 0.28 0.31 0.36 -0.09 1.000 

 

Interpretation of Table 4.2 

The correlation results reveal a positive association between green 

accounting adoption and firm value, indicating that firms with 

higher levels of environmental accounting disclosure tend to enjoy 

higher market valuation. Although correlation does not imply 

causation, the strength and direction of this relationship provide 

preliminary support for the study’s hypotheses. 

Firm size also shows a positive relationship with firm value, 

suggesting that larger firms are more favorably valued by 

investors. Leverage exhibits a negative relationship with firm 

value, implying that highly leveraged firms may be perceived as 

riskier. Importantly, none of the correlation coefficients exceed the 

threshold commonly associated with multicollinearity concerns, 

confirming the suitability of the variables for regression analysis. 

Regression Analysis 

Regression analysis was conducted to empirically examine the 

effect of green accounting adoption on firm value while controlling 

for firm-specific characteristics. The regression model specified in 

Chapter Three was estimated using panel regression techniques. 
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Table 4.3: Regression Results – Effect of Green Accounting Adoption on Firm Value 

Variable Coefficient Std. Error t-Statistic Probability 

Constant 0.812 0.241 3.37 0.001 

Green Accounting Adoption 0.536 0.114 4.70 0.000 

Firm Size 0.287 0.092 3.12 0.003 

Leverage -0.198 0.083 -2.39 0.019 

Firm Age 0.143 0.057 2.51 0.014 

R² 0.61    

Adjusted R² 0.58    

 

Interpretation of Table 4.3 

The regression results indicate that green accounting adoption has 

a positive and statistically significant effect on firm value. The 

coefficient of 0.536 suggests that an increase in green accounting 

disclosure is associated with an increase in firm value, holding 

other variables constant. This finding implies that investors reward 

firms that adopt transparent environmental accounting practices. 

Firm size also exerts a positive and significant influence on firm 

value, reflecting economies of scale and stronger market presence. 

Leverage shows a negative and significant relationship with firm 

value, suggesting that excessive debt may reduce investor 

confidence. Firm age has a positive effect, indicating that older 

firms benefit from reputation and operational stability. 

Test of Hypotheses 

Hypotheses formulated in Chapter One were tested using separate 

regression models for clarity and robustness. Each hypothesis is 

presented with its corresponding regression table. 

Test of Hypothesis One (H01) 

H01: Green accounting adoption has no significant effect on firm 

value of quoted service firms in Nigeria. 

Table 4.4: Test of H01 

Variable Coefficient t-Statistic Probability 

Green Accounting Adoption 0.536 4.70 0.000 

Interpretation 

The result indicates a positive and statistically significant 

relationship between green accounting adoption and firm value. 

Since the probability value is less than 0.05, the null hypothesis is 

rejected. This implies that green accounting adoption significantly 

influences the market valuation of quoted service  firms in Nigeria. 

Test of Hypothesis Two (H02) 

H02: Firm size has no significant effect on firm value. 

 

 

Table 4.5: Test of H02 

Variable Coefficient t-Statistic Probability 

Firm Size 0.287 3.12 0.003 

Interpretation 

The result reveals that firm size has a positive and significant effect 

on firm value. The null hypothesis is therefore rejected, indicating 

that larger industrial firms tend to enjoy higher market valuation. 

Test of Hypothesis Three (H03) 

H03: Leverage has no significant effect on firm value. 

Table 4.6: Test of H03 

Variable Coefficient t-Statistic Probability 

Leverage -0.198 -2.39 0.019 

Interpretation 

The negative and significant coefficient suggests that leverage 

adversely affects firm value. The null hypothesis is rejected, 

implying that higher debt levels reduce market valuation. 

Test of Hypothesis Four (H04) 

H04: Firm age has no significant effect on firm value. 

Table 4.7: Test of H04 

Variable Coefficient t-Statistic Probability 

Firm Age 0.143 2.51 0.014 

Interpretation 

Firm age shows a positive and significant relationship with firm 

value. This leads to the rejection of the null hypothesis, indicating 

that older firms benefit from accumulated reputation and investor 

confidence. 
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Combined Hypothesis Test Results 

To provide a holistic view of the hypothesis testing outcomes, a 

combined table summarizing all hypothesis results is presented. 

Table 4.8: Summary of Hypothesis Testing Results 

Hypothesis Variable Result 

H01 Green Accounting Adoption Rejected 

H02 Firm Size Rejected 

H03 Leverage Rejected 

H04 Firm Age Rejected 

Interpretation of Table 4.8 

The combined results indicate that all explanatory variables 

significantly influence firm value of quoted service  firms in 

Nigeria. Most notably, green accounting adoption emerges as a key 

determinant of firm value, reinforcing the relevance of 

environmental accounting practices in enhancing market 

perception and investor confidence. 

Discussion of Findings 

Effect of Green Accounting Adoption on Firm Value 

The study reveals a positive and significant relationship between 

green accounting adoption and firm value of quoted service  firms 

in Nigeria. This implies that firms engaging in comprehensive 

environmental disclosure and green accounting practices tend to 

achieve higher market valuation. This outcome is consistent with 

stakeholder theory, which emphasizes the need for firms to meet 

the informational demands of various stakeholders, including 

investors, regulators, and the public, to maintain legitimacy and 

attract capital (Adebanjo & Wisdom, 2024; Umaigba, Olumese & 

Amawu, 2025). 

Green accounting adoption provides investors with credible 

information regarding environmental policies, risk management 

strategies, and corporate responsibility, thereby enhancing investor 

confidence. Similar findings were reported by Sharma and Gupta 

(2023), who indicated that firms in emerging economies 

experience enhanced market performance when they actively 

disclose environmental information. Furthermore, Ayooola-

Akinjobi (2025) observed that industrial firms that adopt 

environmental accounting measures are rewarded with improved 

market perception, suggesting that green accounting serves as a 

strategic tool for value creation. 

Influence of Firm Size on Market Valuation 

The findings indicate that firm size has a significant positive effect 

on firm value. Larger firms are generally more diversified, have 

greater resource availability, and possess higher operational 

capacities, making them more capable of implementing effective 

green accounting systems (Okafor & Ezeani, 2023). The agency 

theory posits that larger firms tend to have more formal governance 

mechanisms, which reduce information asymmetry and build 

investor trust, thereby enhancing firm value (Ayooola-Akinjobi, 

2025). 

In addition, larger industrial firms can spread environmental costs 

over broader operations, invest in sustainability initiatives, and 

signal corporate social responsibility more effectively than smaller 

firms (Michelon, Pilonato & Ricceri, 2022). Empirical studies from 

emerging markets, such as Khan, Ali & Fatima (2022), further 

confirm that firm size amplifies the positive effects of 

environmental disclosures on market performance, highlighting the 

strategic advantage of larger firms in adopting green accounting 

practices. 

Impact of Leverage on Firm Value 

Leverage was found to have a negative and statistically significant 

impact on firm value, suggesting that high debt levels may 

diminish investor confidence. Highly leveraged firms may 

prioritize debt servicing over environmental and sustainability 

investments, thereby limiting the effectiveness of green accounting 

adoption in enhancing firm value (Adebanjo & Wisdom, 2024). 

This result aligns with pecking order theory, which emphasizes that 

firms prefer internal financing and consider the risk associated with 

external debt. Abdullah & Mohamed (2022) observed that in 

highly leveraged firms, investor perception tends to focus more on 

financial risk than sustainability initiatives, which can suppress 

market valuation. Sharma & Gupta (2023) also highlighted that 

high leverage reduces the flexibility of industrial firms to invest in 

green accounting systems, thereby mitigating potential market 

benefits. 

Combined Effect of Green Accounting and Firm-Specific 

Factors 

The combined analysis highlights that while green accounting 

adoption significantly affects firm value, its impact is influenced 

by firm-specific characteristics such as size, leverage, and age. 

Larger and older firms are better positioned to derive maximum 

value from green accounting adoption due to their operational 

resources, market presence, and established credibility. 

Conversely, firms with high leverage may not fully capitalize on 

the benefits of environmental accounting due to financial 

constraints and risk perceptions (Deegan & Unerman, 2023; 

Okafor & Ezeani, 2023). 

These findings underscore the importance of considering 

contextual factors when evaluating the effectiveness of green 

accounting adoption. The interplay between environmental 

transparency and firm characteristics suggests that value creation 

through green accounting is not uniform but contingent upon the 

internal and financial dynamics of the firm (Sharma & Gupta, 

2023; Michelon, Pilonato & Ricceri, 2022). 

Implications of the Findings 

Theoretical Implications 

The findings contribute significantly to the theoretical 

understanding of the relationship between green accounting 

adoption and firm value. They provide empirical support for 

stakeholder theory and legitimacy theory, which argue that firms 

engage in environmental disclosure to gain stakeholder approval 

and maintain legitimacy (Adebanjo & Wisdom, 2024; Umaigba, 

Olumese & Amawu, 2025). By demonstrating that green 

accounting adoption positively affects firm value, this study 

validates the theoretical assertion that transparent environmental 
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reporting strengthens market perception and supports long-term 

organizational legitimacy. 

Furthermore, the findings extend agency theory by highlighting 

how firm characteristics, such as size and age, influence the 

effectiveness of green accounting adoption in mitigating 

information asymmetry between management and investors 

(Ayooola-Akinjobi, 2025). These theoretical contributions 

reinforce the importance of integrating environmental 

accountability into traditional corporate finance and accounting 

frameworks. 

Managerial Implications 

From a managerial perspective, the findings underscore the 

importance of adopting structured green accounting practices to 

enhance firm valuation. Managers are encouraged to prioritize 

environmental reporting, not only as a compliance activity but also 

as a strategic tool to attract investors and improve market 

performance (Sharma & Gupta, 2023; Okafor & Ezeani, 2023). 

The positive link between green accounting adoption and firm 

value suggests that managers should allocate resources towards 

environmental cost accounting, sustainability initiatives, and 

transparent reporting mechanisms. Additionally, managers must 

consider firm-specific factors such as size and age when designing 

and implementing green accounting strategies to maximize their 

impact on investor perception and firm valuation (Clarkson, Li & 

Richardson, 2021). 

Policy Implications 

The findings have significant policy implications for regulators, 

accounting bodies, and government agencies in Nigeria. The 

positive effect of green accounting adoption on firm value supports 

the need for regulatory frameworks that mandate or incentivize 

environmental reporting (Adebanjo & Wisdom, 2024). Policies 

aimed at standardizing environmental disclosure requirements can 

promote transparency, comparability, and reliability of reported 

information across industrial firms. 

Regulatory bodies such as the Financial Reporting Council of 

Nigeria (FRCN) can develop guidelines for green accounting 

adoption, ensuring that firms disclose meaningful environmental 

information that aligns with international best practices (Deegan & 

Unerman, 2023). Such policies would encourage sustainable 

corporate practices while enhancing market efficiency and investor 

confidence. 

Implications for Investors 

For investors, the study highlights the relevance of environmental 

accounting information in investment decision-making. Firms that 

demonstrate high levels of green accounting adoption are perceived 

as less risky, more transparent, and more committed to sustainable 

practices, which positively influences their market valuation 

(Khan, Ali & Fatima, 2022; Sharma & Gupta, 2023). 

Investors can utilize green accounting disclosures as a criterion for 

portfolio selection, risk assessment, and long-term investment 

planning. By focusing on firms with robust environmental 

reporting practices, investors can align their investments with 

sustainability objectives while maximizing returns, particularly in 

environmentally sensitive industrial sectors. 

Conclusion 

The study concludes that green accounting adoption significantly 

enhances the market value of quoted service  firms in Nigeria. Firm 

size and age positively moderate this relationship, while leverage 

negatively influences it. Industrial firms that integrate green 

accounting into strategic operations experience improved investor 

confidence and long-term profitability. Environmental 

transparency emerges as a critical factor in shaping stakeholder 

perceptions and corporate legitimacy. Green accounting adoption is 

not only beneficial for market valuation but also strengthens firms’ 

sustainability practices. The findings reinforce the importance of 

aligning environmental responsibility with business objectives. 

Overall, the study confirms that green accounting is a valuable 

strategic and operational tool for industrial firms. 

Recommendations 

1. Industrial firms should fully adopt and integrate green 

accounting practices into corporate reporting to enhance 

market valuation. 

2. Managers should consider firm size, age, and leverage when 

designing sustainability and environmental reporting 

strategies. 

3. Regulatory authorities should develop standardized 

guidelines for green accounting disclosure to ensure 

transparency and comparability. 

4. Investors should include environmental accounting 

information as part of investment decision-making processes 

to support sustainable investment. 

5. Firms should incorporate green accounting data into strategic 

planning to improve operational efficiency and long-term 

profitability. 
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