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Abstract:

Purpose: This study investigates the moderating role of CEO power on the relationship between
sustainability reporting and firm performance among listed non-financial firms in Nigeria. While
extensive research has explored the direct effects of sustainability reporting on firm performance,
little is known about how CEO power influences this relationship, particularly in emerging markets
like Nigeria. The study aims to bridge this gap by examining whether CEO power, characterized by
ownership, tenure, and board influence, alters the impact of sustainability disclosures on firm
outcomes. The findings reveal that the effectiveness of sustainability reporting in enhancing firm
performance may depend significantly on the extent of CEO power, which can either align
managerial interests with those of shareholders or lead to managerial entrenchment. Study
design/methodology/approach: The study employs a quantitative research design, utilizing a
moderated regression analysis to examine the interaction effects between sustainability reporting
and CEO power on firm performance. Data was collected from 100 listed non-financial firms in
Nigeria from 2015 to 2023. The study utilized secondary data sourced from annual reports and
financial statements, while CEO power was measured through indicators such as ownership, tenure,
and board influence. The robustness of the model was tested using the Generalized Method of
Moments (GMM) to address issues of endogeneity and heteroscedasticity. Findings: The results
indicate that sustainability reporting positively affects firm performance in terms of return on assets
(ROA) and share price. However, CEO power significantly moderates this relationship, with higher
CEO ownership enhancing the impact of sustainability disclosures on performance. Conversely,
excessive CEQ influence over the board was found to diminish the positive effects of sustainability
reporting, suggesting a nuanced interplay between managerial power and corporate transparency.
Originality/value: This study contributes to the literature on corporate governance and sustainability
by highlighting the contextual differences in the moderating role of CEO power within an emerging
market framework. The findings underscore the importance of considering CEO power dynamics
when assessing the effectiveness of sustainability practices, offering valuable insights for
policymakers, regulators, and corporate managers on optimizing governance structures for
enhanced performance outcomes. Future research could explore the role of external governance
mechanisms in moderating the CEO power-sustainability relationship.
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1 Introduction

The increasing focus on sustainability reporting in recent years reflects a global shift towards
greater corporate accountability, transparency, and responsibility, particularly concerning
environmental, social, and governance (ESG) practices (Khan et al., 2020; Ehsan et al., 2022).
However, the relationship between sustainability reporting and firm performance remains
complex and ambiguous, especially in emerging markets such as Nigeria, where the institutional
and regulatory frameworks differ significantly from those in developed economies (Tahir et al.,
2021; Hamrouni et al., 2022). A pivotal yet underexplored factor in this context is the role of
CEO power, which can significantly shape corporate strategies, including the depth and quality
of sustainability disclosures (Naqvi et al., 2020; Loukil et al., 2019). CEO power, which may be
characterized by ownership, tenure, or influence over the board, can either foster alignment
between management and shareholders or result in entrenchment that potentially undermines
corporate governance (Alves et al., 2015; Parsian, 2020). This study is motivated by these
divergent perspectives and seeks to examine how CEO power moderates the relationship
between sustainability reporting and firm performance among listed non-financial firms in
Nigeria.This study aims to bridge a critical gap in the literature by investigating the moderating
effect of CEO power on the link between sustainability reporting and firm performance, as
measured by return on assets (ROA) and share price, within the unique context of Nigerian firms.
Previous studies have primarily focused on developed markets, where governance structures and
regulatory environments are more mature (Putra et al., 2023; Tahir et al., 2021).

However, Nigeria's institutional landscape is marked by weaker enforcement of corporate
governance norms, greater market volatility, and diverse stakeholder expectations, which may
yield different outcomes (Saidu & Dauda, 2022; Hamrouni et al., 2022). These distinctions
present an opportunity to explore how sustainability reporting interacts with CEO power under
conditions that are less studied but are increasingly relevant to global discussions on corporate
governance and sustainability (Naqvi et al., 2020).The objectives of this study are twofold: firstly,
to analyze the direct impact of sustainability reporting on firm performance in the Nigerian
context, and secondly, to explore how CEO power moderates this relationship, potentially
enhancing or diminishing the effects of sustainability disclosures. This investigation is
particularly timely given the ongoing debates on the effectiveness of sustainability practices in
driving firm performance in emerging markets (Ehsan et al., 2022; Loukil et al., 2019). By
focusing on Nigeria, the study also offers insights into a setting that differs from those of
developed markets, characterized by unique regulatory, economic, and cultural challenges that
shape corporate behavior and governance practices (Hamrouni et al., 2022; Tahir et al., 2021).
Unlike developed countries where institutional frameworks are robust, Nigerian firms operate
under less stringent regulatory oversight and a more volatile market environment, which may
influence both the nature and effectiveness of sustainability reporting (Saidu & Dauda, 2022).

Contextually, the study enriches the understanding of corporate governance in an underexplored
emerging market setting, highlighting the specific challenges and opportunities in Nigeria (Ehsan
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et al., 2022). The study employs a comprehensive set of variables, including various dimensions
of sustainability reporting such as environmental, social, governance, stakeholder engagement,
and strategic disclosures, thereby capturing the multidimensional nature of sustainability
practices (Putra et al., 2023). Methodologically, the use of moderated regression analysis allows
for the investigation of interaction effects between variables, providing more precise insights into
how different forms of CEO power influence sustainability outcomes (Loukil et al., 2019).
Theoretically, this study challenges traditional agency theory, which suggests that CEO power
always aligns managerial interests with those of shareholders, proposing instead that the effects
of CEO power may be more context-dependent, particularly in markets with evolving
governance structures like Nigeria (Alves et al., 2015; Parsian, 2020).

The paper is structured as follows: the next section reviews relevant literature on sustainability
reporting, firm performance, and CEO power, highlighting gaps and conflicting findings. The
research methodology is detailed, including data sources, sample selection, and analytical
techniques. The results section presents empirical findings and interprets them in the context of
existing theories, while the discussion offers a critical analysis of implications for theory and
practice. The paper concludes with a summary of key findings and their significance for
corporate governance and sustainability practices in emerging markets. This approach aims to
provide a comprehensive understanding of how sustainability reporting and CEO power interact
to affect firm performance within the distinctive institutional and regulatory context of Nigeria.

2 Theory and Hypotheses Development

2.1 Theoretical Position

Legitimacy theory posits that organizations engage in sustainability reporting to maintain their
legitimacy and social acceptance in the eyes of stakeholders. This theory suggests that by
publicly disclosing their environmental, social, and governance (ESG) practices, companies seek
to align themselves with societal expectations and norms, thereby enhancing their reputation and
credibility. This, in turn, can positively influence firm performance through various channels.
Recent studies have explored how legitimacy theory explains the relationship between
sustainability reporting and firm performance. For example, Buallay et al. (2020) found that
sustainability reporting positively affects market performance in developed countries, supporting
the notion that companies use sustainability reporting to enhance their legitimacy and gain
competitive advantage. Figure 1 is an enhanced understanding of how sustainability reporting,
CEO power, and firm performance interact. This diagram visually represents the proposed
relationships and can serve as a basis for further empirical research or theoretical exploration.
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There is a growing body of literature exploring the relationship between sustainability reporting
and firm performance, though the findings remain mixed across different contexts. In the context
of European firms, Sahlian, Popa, Nicoard, and Batca-Dumitru (2023) used a Granger test to
examine the causality between market capitalization and financial indicators, finding no direct
causality with ESG performance. In the ASEAN region, Khunkaew, Wichianrak, and Suttipun
(2023) employed sequential logit regression and concluded that positive impacts on corporate
performance arise from energy use, water management, work safety, and gender diversity
disclosures. However, in Africa, Serem, Gudda, Ombok, and Manyaga (2024) identified negative
and significant effects of economic reporting on firm value using content analysis on companies
listed in the Nairobi Securities Exchange. Similarly, Friske, Hoelscher, and Nikolov (2022)
found a negative relationship between sustainability reporting and Tobin’s q using a fixed effects
panel model in voluntary sustainability reporting contexts.

On the other hand, studies like those of Prayoga, Oktavia, Prasetyo, and Kusumawardhani (2024)
in Indonesia demonstrated a positive effect of social and governance disclosures on market
capitalization using pooled OLS regression, supporting Stakeholder Theory, which posits that
firms engaging in sustainability practices can enhance their market value by fulfilling
stakeholder expectations. Similarly, Almashhadani and Almashhadani (2023) observed that
sustainability reporting significantly impacts performance (ROA and ROE) among Bahraini
listed companies through PLS analysis, aligning with Legitimacy Theory. Additionally, Dincer,
Keskin, and Dincer (2023) showed that sustainability reporting positively affects financial
performance in Turkey according to the ROA model, echoing findings by Rahman, Zahid, and
Khan (2021) who reported that independent directors and larger board sizes are predictors of
effective sustainability practices in non-financial Pakistani firms. However, Aifuwa (2020)
presented inconclusive findings on the impact of sustainability reporting on firm performance in
developing economies, indicating that the relationship may vary based on contextual factors.

HO1: Sustainability reporting does not significantly affect firm performance among listed non-
financial firms in Nigeria.
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The literature on CEO power and firm performance presents varied findings, suggesting a
complex relationship moderated by numerous factors. For instance, Suharyono (2024) found that
CEO power does not significantly moderate the relationship between sustainability disclosure
and firm performance in Indonesia, employing panel data analysis. Similarly, Bansal, Samad,
and Bashir (2021) observed a differential threshold impact of CEO power on firm performance
indicators in the context of Bombay Stock Exchange-listed firms, applying the Stewardship
Theory. Conversely, the work of Li, Gong, Zhang, and Koh (2018) on FTSE 350 listed firms in
the United Kingdom using pooled OLS regression suggests that higher CEO power enhances the
effect of ESG disclosure on firm value, aligning with both Legitimacy Theory and Agency
Theory.

Furthermore, Utami et al. (2024) found that CEO power has no significant impact on firm
performance in Indonesia and Malaysia, contradicting the assumptions of Legitimacy Theory,
which expects that powerful CEOs can bolster firm legitimacy through strategic disclosures.
Meanwhile, Madaleno and Vieira (2020) reported that CEO power positively impacts financial
performance and sustainability practices in Portuguese and Spanish firms under Stewardship
Theory, indicating that a strong CEO may guide the firm toward achieving its strategic
objectives. In contrast, Okon, Philip, and Okpokpo (2023) in Nigeria found that CEO power
negatively affects the relationship between sustainability reporting and firm performance,
suggesting potential conflicts of interest that may arise under high CEO control. Similarly,
Vochenko, Xu, and Kendo (2024) in their study of firms across various industries, using multiple
linear regression, reported that CEO power does not significantly correlate with market
capitalization. The mixed findings indicate the necessity of considering multiple theoretical
perspectives, such as Stakeholder Theory, Resource-Based View, and Agency Theory, when
examining the role of CEO power in shaping firm outcomes.

HO02: CEO power does not significantly affect firm performance among listed non-financial
firms in Nigeria.

Few studies have addressed the moderating role of CEO power in the relationship between
sustainability reporting and firm performance. Almashhadani and Almashhadani (2023) found
that while sustainability reporting significantly affects firm performance, CEO power does not
play a significant moderating role, based on their study of Bahraini listed companies using PLS
analysis. Similarly, Suharyono (2024) noted that CEO power does not significantly moderate the
relationship between sustainability disclosure and firm performance among Indonesian firms,
indicating that other contextual factors may be at play. In contrast, Li et al. (2018) found that
higher CEO power enhances the positive effect of ESG disclosures on firm value among FTSE
350 firms in the UK, aligning with both Legitimacy Theory and Agency Theory.

Moreover, Utami et al. (2024) reported that CEO power had no significant moderating impact on
the relationship between environmental and social disclosures and company value in Indonesia
and Malaysia, suggesting that CEO power might not always facilitate the expected alignment of
managerial and shareholder interests. Prayoga et al. (2024) also found that CEO power does not
significantly alter the positive impact of social and governance disclosures on market
capitalization in Indonesia, indicating a potential context-specific influence. Additionally, studies
such as those by Okon et al. (2023) in Nigeria have revealed a negative moderating effect of
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CEO power on the relationship between sustainability reporting and firm performance,
suggesting potential conflicts arising from entrenched leadership. Conversely, Rahman et al.
(2021) found that CEO power, when exercised through independent directors and large board
size, positively moderates corporate sustainability practices, reflecting the complexities
highlighted by Agency Theory.

HO03: CEO power does not significantly moderate the relationship between sustainability
reporting and firm performance among listed non-financial firms in Nigeria.

3 Methods and Data

3.1 Research Design

This study focuses on the entire group of non-financial firms listed on the floor of the Nigerian
Exchange Group over a span of 10 years, from 2013 to 2022. By the end of 2022, there were 109
non-finance companies listed on the floor of the Nigerian Exchange Group. Specifically, this
study determines the final sample size using a method of purposive non-probability sampling
technique that considers the availability and accessibility of the necessary information (data) for
the study. Initially, the study excludes all firms that became part of the Nigerian Exchange Group
after 2013, which marks the beginning of this study. This was done to ensure a consistent and
uniform data structure across time periods, which is crucial for accurate estimation. The study
also excludes any firms that do not have the necessary information to meet the data requirements
for the estimation. Therefore, the sample size for this study includes a total of seventy-six (76)
listed non-financial companies.

3.2 Data and Model Specification

Utilizing a secondary data collection technique, this study draws upon existing information that
has been previously researched and presented by scholars or obtained from other sources.The
dependent variables in this study are Return on Assets (RETA) and share price (SHPR), which
serve as indicators of firm performance. The independent variables include Environmental
Reporting (ENVD), Social Reporting (SOCD), Governance Reporting (GOVD), Strategic
Reporting (STDS), and Stakeholder Engagement Reporting (SKDS). Additionally, firm size
(FSIZ) and earnings per share (EAPS) are included as control variables to account for other
factors that may influence firm performance. This study modifies the model of Li, Gong, Zhang,
and Koh (2018) to formulate the econometric model of the study as:

RETA;; = By + B1ESGSS;; + B2CEOP; + B3FSIZir + Wit oo oov - (D

SHPR;; = By + B1ESGSS;; + B,CEOP; + B3FSIZi + Wit -vv ov - (2)
Where RETA is return on asset, SHPR is share price, ESGSS is environmental, social,
governance, stakeholders’ engagement and strategic sustainability, CEOP is CEO power and
FSIZ is firm size. Models 1 and 2 above are used to achieve hypotheses 1 and 2 which
particularly examine the direct effect of sustainability reporting and CEO power on firm

performance. To achieve hypothesis 3, the following econometric model is formulated as an
extension of the study of Li, Gong, Zhang, and Koh (2018):

RETA; = Bo + B1ESGSS * CEOP, + B,FSIZit + Wit oo vor o (3)
RETA; = Bo + B1ESGSS * CEOP + B,FSIZit + Wit o vor o (4)
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Models 3 and 4 are meant to achieve objective 3 which examines the interaction effect of CEO
power on the relationship between sustainability reporting and firm performance.

4 Results and Discussion

The study first performed a pooled least squares regression. The study then proceeded to
examine whether there were any discrepancies with the fundamental assumptions of ordinary
least squares regression such as multicollinearity, heteroscedasticity and endogeneity. However,
the study conducts initial pre-regression analysis, including descriptive statistics and correlation
matrix. In Table 1, the descriptive analysis begins with an exploration of the Return on Asset
(RETA) variable, highlighting notable variability in returns among the observed firms, with
some experiencing significant losses while others generate substantial gains. The Share Price
(SHPR) also shows considerable dispersion, reflecting differences in market perceptions,
company performance, or investor sentiment. For the independent variables, Environmental
Disclosure (ENVD) indicates that firms generally provide limited information on their
environmental practices, with significant variability across the sample. Social Disclosure
(SOCD) suggests that firms disclose a fair amount of information on social practices, such as
community engagement and diversity initiatives, with some variability. Governance Disclosure
(GOVD) reveals substantial transparency regarding governance structures and practices,
although the level of detail varies among firms. Stakeholders Engagement Disclosure (SKDS)
points to moderate disclosure of interactions with stakeholders, such as customers and
employees, while Strategic Disclosure (STDS) indicates relatively limited communication of
strategic objectives and plans. CEO Power (CEOP), represented by CEO ownership, varies
significantly among firms, indicating differing levels of CEO influence. Among the control
variables, Firm Size (FSIZ) showcases notable differences in market capitalization, and Earnings
per Share (EAPS) demonstrates significant variability in profitability. These findings underscore
a broad range of financial, environmental, social, and governance characteristics among the firms

studied.
Table 1: Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
reta 760 714 17.82 -179.92 176.27
shpr 760 35.797 156.459 12 1608
envd 760 .098 214 0 1
socd 760 321 167 0 1
govd 760 .399 197 0 1
skds 760 268 154 0 1
stds 760 12 158 0 1
ceop 760 5.4 13.21 0 63.68
fsiz 760 6.725 1.039 3.95 10.61
eaps 760 1.675 7.199 -20.23 93.24

Source: Authors Computation (2024)

In examining the association among the variables, the study employs the Spearman rank
Correlation Coefficient (correlation matrix). Table 2 shows a positive association between
sustainability reporting variables (environmental, social, governance, stakeholder engagement,
and strategic disclosures) and firm performance, measured by both return on assets (ROA) and
share price. Environmental disclosure, social disclosure, governance disclosure, stakeholder
engagement disclosure, and strategic disclosure are positively associated with firm performance
when measured in terms of ROA and share price. However, CEO power is negatively associated
with firm performance in both cases. Regarding control variables, firm size and earnings per
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share show positive associations with firm performance when measured by both ROA and share
price.

Table 2: Cotrelation Analyses

Variables (1) @ | 3 | @ | G | © | ™ | ® | O] 9]
(1) reta 1.000

(2) shpr 0.408 1.000

(3) envd 0.141 0.296 1.000

(4) socd 0.248 0.401 0.343 1.000

(5) govd 0.173 0.367 0.144 0.575 1.000

(6) skds 0.223 0.432 0.472 0.843 0.812 1.000

(7) stds 0.089 0.209 0.134 0.153 0.079 0.151 1.000

(8) ceop -0.135 -0.553 -0.245 -0.240 -0.244 -0.291 -0.018 1.000

(9) fsiz 0.390 0.763 0.314 0.490 0.487 0.549 0.194 -0.412 1.000

(10) eaps 0.806 0.616 0.212 0.323 0.269 0.336 0.165 -0.289 0.526 1.000

Source: Authors Computation (2024)

Specifically, to examine the cause-effect relationships between the dependent variables and
independent variables as well as to test the formulated hypotheses, the study used a panel GMM
regression analysis since the result reveal the presence of heteroscedasticity and endogeneity in
the models. In Table 3, the result of the F-Statistics of the stepwise regression model for the
sample non-financial firms in Nigeria with the associated p-value of 0.0000 indicates that the
stepwise regression models on the overall are statistically fit at 1% level of significance and can
be employed for statistical inferences. From Table 3, the study's results highlight distinct effects
of sustainability reporting on firm performance, with varying impacts across different
dimensions. Environmental disclosure has a negative effect on return on assets (ROA),
suggesting that increased transparency may reduce profitability, while it positively affects share
price, indicating investor preference for firms with robust environmental practices. This finding
aligns with Tahir et al. (2021), who emphasize the role of environmental disclosure in enhancing
corporate reputation and attracting socially responsible investors.

Similarly, social disclosure negatively impacts ROA but positively influences share price,
consistent with Alves, Canadas, and Rodrigues (2015), who highlight its importance in building
stakeholder trust. Governance disclosure shows an insignificant effect on ROA but a positive
effect on share price, supporting Parsian (2020) and Putra et al. (2023), who stress the role of
governance in boosting shareholder confidence. Stakeholder engagement disclosure positively
but insignificantly affects ROA and negatively impacts share price, resonating with Hamrouni et
al. (2022), who caution against overemphasizing stakeholder interests. Strategic disclosure does
not significantly impact ROA but negatively affects share price, aligning with Naqvi et al. (2020)
and Loukil et al. (2019), who advocate for balancing transparency with strategic
confidentiality. Table 3 also reveals a complex relationship between CEO power, measured by
CEO ownership, and firm performance. Higher CEO ownership positively affects ROA,
supporting findings from Tahir et al. (2021) that suggest alignment between CEO and
shareholder interests enhances profitability. However, the lack of a significant effect on share
price contrasts with previous studies, such as Alves, Canadas, and Rodrigues (2015) and Parsian
(2020), which found a positive link between CEO ownership and firm value. This discrepancy
indicates that while CEO ownership may improve internal governance and decision-making
efficiency, its impact on market valuation may be less pronounced. These results emphasize the
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importance of considering multiple performance metrics and contextual factors, as suggested by
Hamrouni et al. (2022), Naqvi et al. (2020).

Table 3: Unmoderated Regression Results

0 @ 0) @ 5 ©
Variables OLS-RETA GMM I-RETA GMM II-RETA OLS-SHPR GMM I-SHPR GMM II-SHPR
envd ~0.485 13548 | 9.923%%* 36.520 28401 | 28.382%%*
(0.942) (0.118) (0.000) (0.364) (0.073) (0.000)
socd 6.935 17.661 | -14.366%** 154,303 38.134 | 38.003%%*
(0.423) (0.166) (0.000) (0.003) (0.078) (0.000)
covd 0.713 -1.898 -0.276 46.740 17214 | 17.193%
(0.920) (0.864) (0.856) (0.278) (0.355) (0.000)
skds 6.971 4.673 3.358 275.701%F | BAATORF | 84.287%%x
(0.700) (0.836) (0.111) (0.012) (0.026) (0.000)
stds -0.345 -5.099 1.155 0.343 5692 | -5.725%k
(0.931) (0.471) (0.381) (0.989) (0.643) (0.000)
ceop 0.032 0.609% | 0,527+ 0.202 -0.030 -0.023
(0.522) (0.029) (0.000) (0.501) (0.951) (0.454)
fsiz 3.151%k 0240 | 4.334%%x 233045 | 20.826%* | 20.694%%*
(0.000) (0.951) (0.006) (0.000) (0.002) (0.000)
caps 0.588%% | 1.792%%x 1.565+%* 15.159%%* 3,51 7%k 3,51 5%
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
L.reta 0.106% | 0.108%*
(0.020) (0.000)
L.shpr 0.425%%% 0.424%%%
(0.000) (0.000)
Intercept 21.618%%* 2767 | -28.432%%* 145.120%%F | 124,058+ | 123722+
(0.000) (0.918) (0.007) (0.000) (0.007) (0.000)
Observations 760.000 608.000 608.000 760.000 608.000 608.000
Hettest: 46.67{0.0000} 365.73{0.0000}
endo: 1{0.000} 1{0.000}
VIF 2.85 2.85

Notes: p-values are in parentheses. *** p<.01, ** p<.05

Source: Authors Computation (2024)

Table 4 represents the results obtained from the estimation of the moderated models of this
study.The study considers the interaction effect of CEO power on sustainability reporting and firm
performance nexus in a stepwise regression model. CEO power, measured through CEO ownership,
shows an overall significant moderating effect on the relationship between sustainability
reporting and firm performance, whether measured by return on assets (ROA) or share price.
This suggests that while CEO ownership can potentially influence the impact of sustainability
disclosures (environmental, social, governance, stakeholder engagement, and strategic) on firm
performance, some of these effect does not reach statistical significance. This contrasts with
prior studies, such as those by Tahir et al. (2021), Alves, Canadas, and Rodrigues (2015), and
Parsian (2020), which emphasize the positive role of CEO ownership in shaping corporate
strategy and enhancing firm value.
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Table 4: Moderated Regression Results

Variables RETA RETA RETA RETA RETA SHPR SHPR SHPR SHPR SHPR
envd -1.011 -0.621 -0.895 -0.738 -0.946 32216 35.290 35.916 35.855 35.170
(0.880) (0.926) (0.893) (0.912) (0.887) (0.425) (0.380) 0.372) (0.373) (0.382)
socd 6.316 6.261 6.311 6.519 6.181 | 149.642%+¢ | 150.750%%* | 153.125%k* | 151.969%F* | 152.178%+*
(0.465) (0.469) (0.465) (0.450) (0.475) (0.004) (0.004) (0.003) (0.004) (0.004)
govd -1.156 -1.072 -1.175 -1.282 -1.479 44.406 43.837 42.258 43.674 43.391
(0.870) (0.880) (0.868) (0.8506) (0.835) (0.299) (0.306) (0.323) (0.307) (0.310)
skds -6.313 -6.461 -6.013 -6.314 -5.868 | -271.624%% | -271.959%% | -273.331* | -274.152%* | -272.025%*
0.727) (0.720) (0.739) (0.727) (0.745) 0.013) 0.013) 0.012) (0.012) (0.013)
stds -0.177 -0.306 0.083 -0.134 0.666 0.509 0.443 -0.379 -0.420 -0.180
(0.964) (0.939) (0.983) (0.973) (0.874) (0.983) (0.985) (0.987) (0.9806) (0.994)
fsiz 3.118%k* 3.156+* 3.025%k* 3.076%+* 3.038%0k | 23206200k | 23.080%kF | 231200 | 23.289%k* | 22.848%k*
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
eaps 0.590¢* 0.590¢* 0.588*** 0.589+¢* 0.587+** 15.171%%* 15,167+ 1517200 | 15.172%k* 15.169%+*
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
ceopenvd 0.204*+* 2.038
(0.000) (0.545)
ceopsocd 0.098 0.341**
(0.608) (0.033)
ceopgovd -0.059 0.431
(0.697) (0.639)
ceopskds 0.008*** 0.807
(0.000) (0.602)
ceopstds -0.131*+* 0.213%¢*
(0.020) (0.000)
Intercept -21.02200 | 21.366%0% | -20.399%0k | 207670k | -20.414%0¢ - - - - -
142.4020%F | 141.697%F% | 141.893%FF | 143.064*** | 139.997F+*
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Obs. 760 760 760 760 760 760 760 760 760 760
R2 0.119 0.119 0.119 0.119 0.119 0.584 0.584 0.584 0.584 0.583

Notes: p-values are in parentheses. *** p<.01, ** p<.05

Source: Authors Computation (2024)

Specifically, the study reveals that the moderating effect of CEO ownership varies across different
dimensions of sustainability reporting. For instance, CEO ownership shows asignificant
moderating effect on the relationship between environmentaland stakeholder engagement
disclosures and firm performance. However, its effect on governance and strategic disclosures is
more nuanced: it negatively moderates the relationship between governance disclosure and ROA,
while positively but insignificantly moderating the relationship between governance disclosure
and share price. Similarly, it negatively but insignificantly moderates the relationship between
strategic disclosure and ROA, while positively moderating the relationship between strategic
disclosure and share price. These findings suggest that while CEO ownership does not
significantly enhance the overall impact of sustainability reporting on firm performance, its
subtle effects on specific dimensions of governance and strategy merit further exploration. The
findings challenge traditional expectations from agency theory, which posits that CEO ownership
aligns managerial and shareholder interests to enhance firm performance. Contrary to studies by
Tahir et al. (2021) and Alves et al. (2015), this study finds that CEO ownership has an
insignificant moderating effect on the relationship between sustainability reporting and
performance, suggesting that CEO ownership does not always enhance the benefits of
sustainability disclosures. This may be due to CEOs prioritizing short-term gains over long-term
sustainability initiatives, particularly in emerging markets like Nigeria, where governance
structures are evolving. From a stakeholder theory perspective, the study underscores that the
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impact of sustainability reporting on performance depends on broader governance contexts and
stakeholder perceptions. While sustainability disclosures may positively influence market
valuation, as indicated by share price, their impact on profitability (ROA) remains complex and
context-dependent, reflecting the need to balance transparency with strategic confidentiality, as
argued by Naqvi et al. (2020) and Loukil et al. (2019). These findings highlight the need for a
nuanced approach, integrating multiple theoretical frameworks to understand the interplay
between CEO power, sustainability practices, and firm performance.

5 Conclusion and Recommendation

The study examined whether CEO ownership moderates the relationship between various
dimensions of sustainability reporting—environmental, social, governance, stakeholder
engagement, and strategic disclosures—and firm performance, measured by return on assets
(ROA) and share price. The findings reveal a complex relationship: environmental and social
disclosures negatively affect ROA but positively influence share price, suggesting that while
these disclosures may reduce short-term profitability, they enhance market valuation by
appealing to socially conscious investors. Governance disclosure positively impacts share price
without significantly affecting ROA, indicating its value in reducing perceived agency risks.
Stakeholder engagement disclosure shows a positive but insignificant effect on ROA and a
negative impact on share price, reflecting potential investor concerns over excessive stakeholder
focus. Strategic disclosure does not significantly affect ROA and negatively impacts share price,
suggesting that too much strategic transparency may harm competitive positioning. Overall,
CEO ownership does not significantly moderate these relationships, implying that in the
Nigerian context, other factors like regulatory environments, market conditions, or cultural
attitudes may play a more crucial role in shaping the effectiveness of sustainability practices.
Corporate managers and directors should focus on integrating sustainability practices into their
core business strategies while maintaining a balance between transparency and strategic
confidentiality. Policymakers and regulators should develop frameworks that encourage
sustainability reporting while ensuring that such disclosures are meaningful and contribute to
long-term value creation.Managers should prioritize environmental transparency to build trust
with investors and stakeholders, despite its potential short-term impact on profitability.
Regulators should establish clear guidelines for environmental reporting to ensure consistency
and comparability. Investors, both potential and existing, should use environmental disclosures to
assess the long-term sustainability and risk profile of firms. Furthermore, managers should
carefully balance the level of stakeholder engagement disclosure, ensuring it supports the firm's
strategic goals without diluting shareholder value. Regulators could consider guidelines that help
firms identify key stakeholders and report engagement efforts effectively. Investors and analysts
should evaluate the alignment of stakeholder engagement activities with overall business
strategies.

Corporate leaders should be strategic about the extent of their disclosures to maintain
competitive advantage while meeting stakeholder expectations for transparency. Policy
frameworks should promote strategic transparency without compromising competitive positions.
Analysts and investors should critically assess strategic disclosures to understand a firm's long-
term positioning and growth prospects.This study contributes to the body of knowledge in
several ways. Contextually, it focuses on the understudied area of non-financial firms in an
emerging market—Nigeria—where governance structures and sustainability practices are
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evolving. It introduces a comprehensive set of variables, examining the impact of CEO power
and multiple dimensions of sustainability reporting on firm performance, thus enriching the
literature on corporate governance and sustainability. Methodologically, it employs a moderated
regression analysis to reveal the nuanced relationships between the variables, providing
empirical evidence that challenges conventional wisdom on the role of CEO ownership.
Theoretically, the study contributes to both agency and stakeholder theories by demonstrating
that CEO ownership does not always align with enhanced sustainability outcomes, highlighting
the complex dynamics at play in emerging markets. Empirically, the findings offer practical
insights for practitioners and policymakers on balancing transparency, strategic confidentiality,
and stakeholder engagement to optimize firm performance in different contexts.
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