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Effect of Green Accounting on Organizational Financial
Performances of Listed Companies in Nigeria

Olayemi O. AYOOLA-AKINJOBI
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Abstract

Businesses depend on the environment to function and prosper economically. The growth in
industrialization has resulted in environmental pollution and increased land use that harmed the
natural environment, leading to extinction of some animals and plants. The environmental impact
of the organizations made various stakeholders to canvass for green accounting. This study aimed
at examined the effect of green accounting on financial performances of listed companies in
Nigeria Group exchange (NXG) between the period 2013-2023 using expo facto research design.
Secondary data of the selected organization were downloaded from the NXG websites. The
dependent variable was financial performances proxy with earnings per share, while independent
variable was green accounting. Using robust regression analysis, the study discovered that green
accounting had negative and significant effect on earnings per share; implying that N1 increase in
green accounting would reduce earnings per share by 8¥36. Green accounting also had positive and
significant impact on return on equity. This implied that organization expenses on protecting the
environment increased which had short time negative effect on the earnings per share, but in the
long run increase return on equity. The study recommended that companies should conduct
environmental audits on a regular basis to evaluate their compliance with regulations, this would
reduce the avoidable cost like compliance cost, restoration cost and it would improve earnings per
share.

Keywords: Green accounting, financial performances, Earnings per share, Sustainability cost,
restoration cost

1.0 Introduction

Firms are becoming increasingly interested in environmental accountability issues
due to pressure from stakeholders like financial institutions, the government,
socially conscious investors, and community lobby groups (Shektar, 2018). By
disclosing green information, a corporation meets the information demands of its
stakeholders and establishes a foundation for communication with them. Green
reporting alters how the public perceives the business, assists important
stakeholders in determining if the company is a good corporate citizen.
Accounting for environmental costs enables businesses to accurately analyze the
environmental impact of their operations. It reveals expenses that would have
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Effect of Green Accounting on Organizational Financial Performances of Listed Companies in Nigeria

been concealed under the traditional cost accounting methodology (Benlemlih,
Shaukat, Qiu, & Trojanowski, 2016). Green accounting is, therefore, necessary in
order to fully assess business performance and the development of shareholder
value while integrating economic, environmental, and social concerns into
corporate behavior in order to preserve resources for future generations.

The term "green accounting" was first used in the 1980s by Professor Peter Wood,
an economist. Environmental accounting is another name for green accounting,
other names for it include integrated accounting and resource accounting (Sadiku,
2021). It is a useful tool for balancing the benefits and drawbacks of activities in
light of their potential effects on the environment.

Green accounting was developed as a way to gauge a level of income that may be
retained without decreasing the supply of natural resources (Adula Harif &
Natasha, 2024). Environmental accounting, according to Lawal (2016), involves
making sure that corporate accounting systems and reporting are in agreement
with the environmental costs that the organization is incurring.

It is vital to incorporate environmental costs into the accounting system in order
to control and manage environmental costs as well as enhance the reporting
entity's reputation. Iliemena (2020) states that disregarding environmental
accounting regulations may lead to increased fines and penalties for
environmental violations. It becomes clear that urgent attention is required to the
problems of managing, restoring, and maximizing natural safety. To create,
evaluate, and disseminate data on these crucial concerns and to act as a database
for planning and making ecologically responsible decisions, an extensive overhaul
of environmental accounting is required.

Organizations' careless actions toward the environment have had a negative
influence, contributing to issues like global warming, climate change, natural
disasters, water, air, and soil pollution (Utomo et al., 2020). Organizations
frequently overlook the possibility that the actions they engaged in deplete natural
resources and contaminate the environment (Varsha & Kalpaja, 2018). According
to Porchelvi (2019), businesses are more focused on productive capital than the
impact of production on the environment; which resulted in environmental
problems like inadequate vegetation, land degradation, acid rain, water pollution,
respiratory illnesses, airborne illnesses etc. (Odewole, 2017). Companies have
faced pressure to cut pollution as a result of societal expectations and attitudes
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that they should limit their own carbon emissions. Polluting firms occasionally
resisted giving in to social, political, and governmental forces. Even when
confronted with overwhelming proof to the contrary, a number of businesses have
continued to deny guilt for pollution. Other businesses acknowledge their
mistakes and promise to take decisive action, but they do nothing. Due to dearth
of literature regarding environmental accounting practices and financial
performances in developing countries especially in Nigeria; more studies are
needed to establish the effect of green accounting practices on financial
performances of organizations. This study aims at examining the effect of green
accounting on organizational financial performances in Nigeria.

2.0 Literature review

2.1 Conceptual review

Organization performances

A company's ability to earn money and employ assets from its principal mode of
business is measured subjectively by its financial performance. It serves as an
overall gauge of a company's financial health over a specific time frame.

Earnings per share (EPS)

Earnings are superior global measure of firm periodic performance than other
accounting data (Pawel, 2014). It can be used as a performance measure of the
company's year-round financial health and to predict how the business will
develop in the next months. When predicting future performances, financial
analysts concentrate mostly on it. The accuracy of the EPS forecast is regarded to
be a key aspect in market prediction since investors make important investment
choices on EPS (Rajakumar & Shanthi, 2014).

The market price of a company's stock is frequently influenced by its earnings per
share, but the relationship is rarely the other way around because a company's
earnings per share is calculated by dividing its earnings by the total number of
outstanding shares. A corporation with high earnings per share might see a rise in
the price of its stock on the market; a higher stock price might make investors
think favorably of the company's goods, leading to stronger demand, more sales,
and eventually higher profitability. Poor earnings per share might also lead to
lower stock prices, which would reduce customer confidence, lead to fewer sales,
and eventually result in worse earnings per share, although these linkages are
circular rather than linear (Islam, Khan, Obaidullah, & Alam, 2011).
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Return on equity

This ratio measures the overall performance of an entity; it shows the earning
power of investors’ book value, often used in comparing two or more entities in
an industry. A high return on equity is an indication that an entity accepts a strong
investment opportunity and employs effective expense management. Return on
equity is net profit after tax and preference dividend scaled by the number of
shares.

Green accounting

Ilemona and Nwite (2020) define green accounting as a collection of strategies
and guidelines used by the management of entities to give information about the
physical flows, expenses, and anticipated benefits that drive the accomplishment
of various environmental conservation activities. It includes the identification,
measurement, and allocation of environmental costs, and the integration of these
costs into a business, and encompasses how such information is communicated to
the companies' stakeholders. In order to provide environmentally sound
management and administrative systems, green accounting reveals the extent to
which a business or organization has a positive or negative impact on the
environment and quality of life; making the organization to showcase their
corporate social responsibility, environmental cost reporting, and sustainable
governance (Yeasin, 2021). Endiana (2020) posits that increased stakeholder trust
leads to increased social trust and maximum business profitability. This study
proxy green accounting with restoration cost, sustainability cost, compliance cost,
and preservation cost.

Restoration costs

They are expenditures incurred in restoring a contaminated region to its pre-
impact state. It is very crucial in determining how profitable a company is,
especially in sectors where environmental effects are substantial. These expenses
can affect profitability both immediately and over time and can also improve
stakeholder relations and reduced regulatory risks.

Sustainability cost

Environmental sustainability costs are incurred to prevent the depletion of natural
resources and the threat to the ability of future generations to achieve their basic
requirements. Examples of such costs are expenditures incurred on converting
warehouses, factories, and offices to renewable energy sources or reducing the
usage of single-use plastics during production. Responsibly engaging with the
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world is the practice of environmental sustainability. It aims to improve human
well-being without placing an excessive burden on the planet's ecosystems that
support life. It entails achieving equilibrium between the natural environment and
consumerist human culture. Costs associated with environmental sustainability
are centered on those expended to meet the needs of both present and future
generations.

Compliance Cost

Environmental compliance cost is defined as any fee or expenditure of any kind
required to make organizations conform to all current environmental laws. It
refers to any significant out-of-pocket costs, fines, penalties, fees, or expenses
incurred specifically to satisfy an Environmental Agency's requirement of
compliance with all applicable local, state, and federal laws and regulations
relating to the presence of any hazardous substances produced by the
organizations.

Preservation costs

They are expenses incurred on reducing the impact of operations on the
environment in order to preserve it. According to Martensson and Westerberg
(2016), environmental issues such as pollution, spills, rising energy consumption,
and greenhouse gas emissions have led many social and economic actors to
believe that business operations are to blame for these situations. As a result,
society is especially curious to know that organizations have substantial
environmental preservation commitments. Making information on social and
environmental impacts available to stakeholders is one strategy organizations
have adopted to tackle this predicament and build a positive reputation.
Expenditures associated with environmental protection can be incurred by
businesses, governments, or individuals, and include costs associated with
prevention, disposal, planning, control, shifting activities, and damage restoration.

2.2 Empirical review

Using an ex-post facto study approach, Egedegu, Ombu, and Etale (2024)
examined the relationship between environmental accounting and the financial
performance of Conoil in Nigeria. Regression analysis was used to extract
secondary data from yearly reports that were obtained from the Nigerian
Exchange Group (NXG) between 2008 and 2022. They found that the expenses
associated with environmental restoration significantly reduce return on assets
(ROA). Ahmed (2023) examined how the Baghdad Soft Drinks Company's
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sustainable performance was impacted by the expense of green accounting. Using
SPSS, the data from the 2022 financial statements was analyzed. The findings
indicated a strong, positive, significant correlation and effect between the
independent and dependent variables, and they suggested that the reports should
disclose the social and environmental costs as well as the triple bottom line
model's indicators separately in the reports and financial statements. Eze (2021)
extracts data from the annual reports of 40 manufacturing businesses listed on the
Nigerian Stock Exchange for the years 2010 to 2019 in order to investigate the
impact of green accounting reporting on the financial performance of
manufacturing enterprises in Nigeria using an ex post facto research approach. He
employed the environmental disclosure index as the dependent variable and ROA,
ROE, and share price as the independent variables. He found that the return on
equity and return on assets were positively and considerably affected by green
accounting disclosure.

Researchers Uniamikogbo and Ifeanyichukwu (2021) looked at the connection
between the financial performance of forty Nigerian manufacturing companies
and environmental accounting disclosure. The convenience sampling method was
applied in conjunction with the secondary data source. The content analysis
disclosure index and corporate annual reports for the 2010-2019 fiscal years were
obtained from the sampled manufacturing businesses listed on the Nigerian Stock
Exchange. Research using the panel data regression approach showed that the
share price, return on equity, and return on asset of Nigerian industrial enterprises
were significantly impacted by environmental accounting disclosures.

2.3 Theoretical framework

Legitimacy Theory

Legitimacy theory was originated by Lindbolm in 1994. According to him, it is a
situation in which a corporation's values align with those of the broader social
system of which it is a part. According to Juhmani (2014), legitimacy refers to the
commonly accepted notion or assumption that an entity's actions are preferred,
trustworthy, or appropriate within a certain socially created system of norms,
values, and beliefs. In addition to making every effort to create harmony between
the social principles associated with or implied by their operations and the
conventions of proper conduct in the larger social system of which they are a part.
Organizations always make sure that they function within the laws and standards
of the communities in which they reside (Deegan, Rankin, & Voght, 2000). And
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also made attempt to establish congruence between the social values associated
with or implied by their activities and the norms of acceptable behavior in the
larger social system of which they are part. The theory postulates that when
organizational values and societal values are balanced, a social contract is created
between the organization and the society.

When social expectations of an organization's behavior diverge from actual
action, the legitimacy of the organization is always in jeopardy. If society is not
satisfied that an organization is operating responsibly in a legal and acceptable
manner, then the issue of legitimacy will arise and may occasionally result in the
seizure of operations, which ultimately terminates the contract. This could have
an impact on the future existence of the company (Deegan & Ranking, 1997).
According to Ghazali (2007), the theory also lends credence to the notion that
when a business has an adverse effect on the environment, the public may choose
to denounce the enterprise as unfriendly to the environment, forgo buying its
goods, or call for government intervention. In order to address this, the
organization takes a number of actions, including speaking with the parties
involved. Companies try to strike a balance between society ideals and corporate
principles (Milne & Patten, 2002).

A drawback of the legitimacy theory is that it focuses more on the justifications
for corporate information disclosure and pays less attention to the methods,
justifications, and differences in environmental policies amongst organizations.
Despite, the critics of this theory, it is sufficient for this study as underpinning
theory because it serves as a useful tool for elucidating the motivations behind
organizations' environmental reporting in Nigeria.

3.0 Methodology

Ex-post facto research methodology was used in this study since the data and the
events being studied had already happened. This research targeted the
manufacturing and oil and gas sectors that were listed on the Nigerian Exchange
Group (NXG). The financial statements for the chosen listed firms on the
Nigerian Exchange Group (NXG) that could be downloaded through their
websites were the source of secondary data used in this study for the years 2013—
2023. The dependent variable is organization financial performances proxy by
earnings per share while the independent variable is green accounting proxy by
sustainability cost, preservation cost, compliance cost while the control variable is
firm size proxy by log of assets.
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Table 1 Measurement of variables
Variables

Dependent variable

Financial performances

Earnings per share

Independent variables
Environmental Restoration cost (restcost)

Environmental sustainability cost (sustcost)

Environmental compliance cost (compcost)
Environmental Preservation cost (prescost)

Control variable
Firm size

Model Specification
Y =f(X)
Y= financial performances= (EPS, ROE)

Proxy

Profit after tax divided by the number of
ordinary shareholders

All costs incurred in restoring the
environment to its previous state

Total cost incurred on planting trees, and
social responsibility costs

All legal costs relating to environment

All costs incurred in preserving the
environment

Log of total assets

X= Green accounting= (restcost, sustcost, compcost, prescost)

Therefore,

LogEPSi= a + Bilogrestcosti + B2logsustcostit + Bslogcompcostii, + Pslogprescostit

-1

+ Bslogfirmsizeirt ejt ----
LogROE; = a + Pilogrestcosti +
Balogprescostit + Pslogfirmsizeit e ----

Bologsustcostic +  Pslogcompceosti;, +
2

Where:

EPS= Earnings per share
ROE= Return on equity
Restcost = Restoration cost
Sustcost =sustainability cost
Compcost = Compliance cost

Prescost= Preservation cost
€it = error term
a = Constant term
B1- BS = Parameters estimated
1= Firms t = Time periods

8 Gusau International Journal of Management and Social Sciences, Vol.7, No.3, October, 2024, ISSN(p): 2735-9026, ISSN(e): 2787-0383
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A-priori expectation
The a-priori expectation is that each model parameter is expected have positive
effect on the dependent variables (financial performances). B1...5 > 0 signifies
that the presence of green accounting result in an increase in organization
financial performance.

4.0 Result and Discussions

Table 2 Descriptive statistics

ROE EPS COMPCOST]PRESCOSTRESTCOST]SUSTCOST|FIRMSIZE

Mean 1.2524 16.4393 2.3676 2.4066 2.5198 2.9334 3.6537

Median 0.2938 [0.6500 ]2.3212 2.5114 2.4414 2.7599 3.7105
Maximum 12.0027 |85.9000 |3.6579 3.2949 3.8782 4.3967 4.396

Minimum -4.0000 |-84.8700 |1.3495 0.6021 1.3495 1.7401 3.0154

Std. Dev. 1.5045 [17.3978 0.4053 0.4905 0.5322 0.6825 0.3260
Skewness 1.4185 10.9693 |1.1493 -0.8626 0.5012 0.3051 0.2789
Kurtosis 10.1262 |10.6408 |4.7887 3.9759 2.69752  2.1444 2.0506

Jarque-Bera [2206.158 [2330.241 318.1164  [147.3465 41.11771 41.41561 45.47911

Probability | 0.0000 0.0000 |0.0000 0.0000 0.0000 0.0000 0.0000
Sum 1127.159 |5795.285 2130.807  2165.963 [2267.832 2640.028 [3288.301
Sum Sq. Dev. [2035.024 272114.0 |147.6689  [216.3058 [254.6386 418.7823 |95.5421

Observations | 900 900 900 900 900 900 900
Source: Author computation (2024)

In other to understand the effect of green accounting on financial performances of
organization, table 2 showed the descriptive statistics for the variables used.
Earnings per share (EPS) has a mean of 6.44, and median of 0.65 with standard
deviation of 17.40 which shows a wide dispersion of variability from the mean,
which suggest possibility of extreme value on the dataset; usage of robust
regression analysis will eliminate the possibility of any outliner in the dataset. The
maximum value was N85.9m and the minimum value -N84.9m; this range
signifies diverse performance outcomes among the sampled companies, reflecting
potential impacts of green accounting on financial performances. The Skewness
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was 0.96 and Kurtosis of 10.64. The kurtosis was 10.64 showing the distribution
is peaked or leptokurtic relative to the normal and skewness is 0.97 implies that
the distribution has a long-right tail.

Return on equity (ROE) has a mean of 1.25, and median of 0.29 with standard
deviation of 1.51, the maximum value was 12 and the minimum value -4 showing
variation on the return on equity of the sampled companies. The Skewness was
1.41 and Kurtosis of 10.13 indicating that the distribution has along right tail and
leptokurtic relative to the normal. The Jargue-Bera probability for all the variables
were less than 0.05 resulting in the rejection of the null hypothesis; it implies that
the dataset was not normally distributed, hence the need for transformation of
dataset.

Table 3 Correlation analysis

ROE IEPS ICOMPCOST |PRESCOST RESTCOST [SUSTCOST [FIRMSIZE]

ROE 1

EPS -0.1417 |1

COMPCOST|-0.2169  |-0.0361 |1

PRESCOST [0.1922  |0.0609 |0.2813 1

RESTCOST [0.0964  |-0.1202 |0.6186 0.4988 1

SUSTCOST 0.7331  -0.2314 -0.0621 0.2563  0.2164

[

FIRMSIZE |-0.3003 |0.1488 |0.0874 -0.3168  -0.0269  |-0.2593 |1
Source: Author computation (2024)

Table 4: VIF

variables prescost sustacost restcost compcost firmsize
Prescost 1.441 1.500 1.527 1.269
Sustcost 1.981 1.839 2.051 1.858
Restcost 3.279 2.925 1.958 3.340
Compcost 2.852 2.789 1.674 2.817
firmsize 1.093 1.165 1.317 1.299

Source: Author computation (2024)
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From table 3, the highest correlation value was 0.73 between return on equity and
sustainability cost. Emory (1982) noted that values more than 0.80 can be
problematic, while Hussain, Islam, and Andrew (2006) indicated that multi
collinearity may be a source of concern when the correlation between variables is
0.9 and higher. Thus, the conclusion that there was no issue of high correlation
among the variables which would have been an indication of a problem of
multicollinearity. Also, the range of the variance inflation factor VIF computed
using SPSS was between 1.269 and 3.340 indicating there were no severe multi-
collinearity problems.

Regression analysis
Table S Effect of green accounting on earnings per share

Variables Fixed effect | Random effect | GMM estimates
estimate estimates

C

Coefficient -32.5116 -18.0682 -0.3612

P-value (0.0609) (0.1310) (0.0000)

COMPCOST

Coefficient -0.8372 5.3961 12.7529

P-value (0.7183) (0.0056) (0.0000)

PRESCOST

Coefficient 1.2106 0.7189 6.6891

P-value (0.5275) (0.6723) (0.0000)

RESTCOST

Coefficient -0.5476 -3.4284 -17.9181

P-value (0.7888) (0.0670) (0.0000)

SUSTCOST

Coefficient -1.0459 -3.6667 -1.3595

P-value (0.7411) (0.0102) (0.0000)

FIRMSIZE

Coefficient 9.6292 7.9837 106.4140

P-value (0.0160) (0.0024) (0.0000)

Model parameters

R? 0.7109 0.0330

Adjusted R? 0.6414 0.0265

F-statistic 5.9044 5.0819

Prob(F-stat) 0.0000 0.0000

Durbin-Watson | 2.5702 2.2779
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Model diagnostics

Hausman test 0.0012

Instrument 38
Rank

j-statistics 80.2991
Prob-j-stat 0.0000
AR(1)

AR(2) 0.9968

Source: Author computation (2024)

Based on the outcome of finding displayed on table 5, the fixed effects model is
preferred above the random effects model as revealed by Hausman test with p-
value (0.0012). The fixed effects model includes endogeneity problem; to
eliminate the possible endogeneity the study used GMM approach developed by
Arellano and Bond (1991).

From the individual independent variable statics shown in table 5, compliance
cost is positively and significantly related with earnings per share. This is
expressed in terms of a positive coefficient of 12.7529 and p-value 0.0000, which
is less than 0.05, thus indicating a significant relationship suggesting that N1
increase in compliance cost would increase earnings per share by ¥13 when other
variables are held constant. Similarly, there is a significant positive relationship
between preservation cost and earnings per share with coefficient 6.6891 and p-
value of 0.0000 less than critical value of 0.05. The result showed that ¥1
increase in preservation costs would increase earnings per share by ¥ 6.689 when
other variables are held constant.

However, restoration cost (restcost) is significantly and negatively related with
the earnings per share. This is expressed in terms of a negative coefficient of -
17.9181 and p-value 0.0000, which is less than 0.05, thus indicating a significant
relationship suggesting that an N1 increase in restoration cost reduced earnings
per share by N17. Also, there is a significant negative relationship between
sustainability cost (sustcost) and earnings per share with coefficient -1.3595 and
p-value of 0.0000 less than critical value of 0.05. The result showed that &1
increase in the sustainability costs reduced earnings per share by ¥1.36 when
other variables are held constant. The overall model has R? of 0.7109 and adjusted
R? of 0.6414, indicates that about 71% of the dependent variable (EPS) was
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explained by all the independent variables plus the control variable. The Durbin
Watson is 2.5702 indicated the absence of autocorrelation among the successive
values of the residual’s variables in the model and implied that the model has a
good fit and could be employed for interpretation.

The F statistics 5.9044 shows the overall significance of the variables used in the
model, with probability of 0.0000 which is less than 0.05 indicating that the
overall regression is statistically significant, hence the null hypothesis is rejected,
thus the relationship between green accounting and organizational financial
performances significant. The GMM estimation regression result of the
relationship between green accounting and organizational financial performances
showed that the estimated coefficient -0.3612 of the regression has parameters
with a negative sign; which align with the fixed estimates results, thus a N1
increase in green accounting reduced earnings per share by N36. The J-statistics
tests (80.2991) with p-values 0.0000 below 0.10, implied that failure to accept the
null hypothesis. The AR (2) 0.9968 means that a null hypothesis of no second-
order serial correlation could not be rejected. Effort made by organizations to
comply with environmental regulations and laws resulted in additional costs,
because firms have to invest in more environmentally friendly equipment’s or
cleanser to reduce the environmental impacts of the factory activities thus
resulting in the reduction in earnings per share. This finding was supported by
Ezeagba (2017).
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Table 6 Effect of green accounting on Return on equity

Variables Fixed effect | Random effect | GMM estimates
estimate estimate

C
Coefficient 0.6992 -0.5679 0.0116
P-value (0.4629) (0.3954) (0.0000)
COMPCOST
Coefficient 0.2119 -0.3494 0.8816
P-value (0.0969) (0.0017) (0.0000)
PRESCOST
Coefficient 0.1498 0.0582 0.5671
P-value (0.1551) (0.5356) (0.0000)
RESTCOST
Coefficient -0.0574 0.0600 -0.9257
P-value (0.6098) (0.5615) (0.0000)
SUSTCOST
Coefficient -0.4782 1.2425 -0.7848
P-value (0.0061) (0.0000) (0.0000)
FIRMSIZE
Coefficient 0.0349 -0.3215 -0.8290
P-value (0.8732) (0.0287) (0.0000)

Model parameters

R? 0.7621 0.2384

Adjusted R? 0.7339 0.2334

F-statistic 27.1056 46.6102

Prob(F-stat) 0.0000 0.0000

Durbin-Watson 2.1628 1.8245

Model diagnostics

Hausman test 0.0000

Instrument Rank 37
j-statistics 72.6018
Prob-j-stat 0.0000
AR(1) 0.0670
AR(2) 0.0845

Source: Author’s Computation, (2024)
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Table 6 shows the regression analysis used to assess the effect of green
accounting on return on equity. The Hausman specification test carried out to
know which model is more appropriate for the study preferred the fixed effect
model with the p-value of 0.0000 less than 0.05. The study also used GMM
estimation to overcome endogeneity problem of fixed estimates.

The individual output revealed the effect of compliance cost on return on equity
with coefficient 0.8816 and P-value 0.0000 is positive and significant, implying
that a percentage increase in compliance cost would increase return on equity by
88%. Also, the effect of preservation cost on ROE (with coefficient 0.5671 and P-
value 0.0000) is positive and significant implying that a percentage increase in
preservation cost would increase return on equity by 57%.

However, sustainability cost with coefficient -0.7848 and P-value 0.0000 is lower
than critical value of 0.05; thus, we concluded that the effect on ROE is negative
and significant. Also, the restoration cost with coefficient -0.9257 and P-value
0.000 lower than critical value of 0.05 is negative and significant; a percentage
increase in sustainability cost result in decrease in return on equity by 78%; and a
percentage increase in restoration cost result in decrease in return on equity by
92%.

The coefficient of determination (R?) is 0.7621, adjusted R? is 0.7339 indicated
that 76% changes in dependent variable (return on equity) can be explained by the
independent variables, while the remaining 24% is explained by other variables
not captured in the model but captured by the error term. The Durbin Watson was
within the acceptable range 2.1628 which signifies the absence of autocorrelation
among the successive values of the variables in the model indicating that the
regression model is a good fit.

The F-statistics 27.1056 shows the overall significance of the variables used in the
model, with probability of 0.0000 which is less than 0.05 indicating that the
overall regression is statistically significant, hence the null hypothesis is rejected,
thus the relationship between green accounting and return on equity is positive
and significant. The GMM estimation regression result of the relationship
between green accounting and return on equity showed that the estimated
coefficient 0.0116 of the regression has parameters with a positive sign; this
corroborates the result given by fixed estimates, thus a percentage increase in
green accounting would result in 1.16% increase in return on equity. The outcome
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of this study was supported by the findings of Eze (2021) who discovered that
green accounting positively and significantly influence return on equity.

The J-statistics test for over-identifying restrictions and the Arellano-Bond test for
autocorrelation error were examined; the J-statistics tests (72.6018) yield all p-
values 0.000 below 0.10, implied that failure to accept the null hypothesis. The
AR (1) 0.0670 tests indicate that the residuals in first differences are correlated as
expected, while the AR (2) 0.0845 means that a null hypothesis of no second-
order serial correlation could not be rejected. Therefore, all results of the GMM
model are valid. The study concluded that a company that practice green
accounting send a positive signal to potential investors who may be interested in
the organization, and thus resulted in more investment and higher return.
Moreover, it has been observed and anticipated that societies are always alert and
concerned about the impact of firms’ business activities; hence, reporting on the
environmental impacts of their operations increase’s public positive perceptions
about firms, which favourably affect their performance.

5.0 Conclusion and Recommendations

Green accounting had negative and significant effect on earnings per share;
implying that ¥1 increase in green accounting would reduce earnings per share by
N36, but had positive and significant impact on return on equity. This implied that
green accounting reduced the earnings per share of stakeholders for short term
due to additional cost incurred in complying with various regulations and
ensuring that company is friendly with the environment, but it invariably
increases the return on equity in the long run because investors interest are
attracted for more investment.

In order to promote green technologies and cleaner production methods and foster
an environmentally friendly environment, the study suggested that governments
should educate businesses on the importance of implementing corporate
environmental policies (such as green tax policies). To promote openness,
respond to issues, and increase confidence in environmental management
procedures, the corporations should increase their interaction with stakeholders,
such as regional communities and environmental organizations. Similarly,
companies ought to conduct environmental audits on a regular basis in order to
evaluate their compliance with environmental regulations and identify areas
where they may enhance their environmental performance.
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