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Abstract 

The sustainable development goals (SDG’s) introduced by the United Nations has in recent times expanded the 

responsibilities of firms beyond profit-making and environmental, social and corporate responsibility into a new 

sphere of impacts on the environment to better assess the value of companies, their social relationship with its 

stakeholders and their civic responsibilities with the government. Environmental, Social and Corporate (ESG) 

reporting has become an integral part of company’s assessment driver for progress and impact. This study surveys 

the present legal framework in Nigeria for the fusion of ESG principles by listed companies into their activities and 

the increasing effort by the government and regulatory authorities for compliance with ESG reporting and practice 

by these companies. The study concluded that the incorporation of ESG principles in the business activities of listed 

companies and the need for transparent ESG reporting is pivotal to the stability and growth of the company’s 

businesses and the Nigerian economy. The article finally recommended that a mandatory ESG standard reporting 

framework for listed companies should be established by sector for better evaluation.  
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1. Introduction 

ESG also known as Sustainability is a new reporting 

format by corporate entities across the globe. It came as 

modified and improved version of the corporate social 

and environmental reporting format hitherto practiced 

by companies in the last few decades. The Bucharest 

Stock Exchange refers to ESG as a broad range of 

environmental, social and governance factors that can 

be used to evaluate how companies are managing their 

sustainability performance and impact (BSE, 2022). 

These factors can be evaluated either from the inside-

out perspective on how the company operations affect 

certain ESG issues or outside-in perspective on how 

certain ESG issues affect the company. 

 

According to Chia (2022) ESG represent the principle 

that prospective investors should identify and consider 

when making business and investment decisions. ESG 

involve three factors that embody the main challenges 

facing companies and their relationship with the wider 

society. These factors include adherence to rule and 

regulations, climate change and human rights 

(Agbakwuru, 2025). ESG practices prescribe a shift 

from financial value by companies to environmental 

and people-oriented implications of business activities. 

The environmental principles see the performance of 

companies in form of stewardship towards protection of 

the natural environment. The social standards appraise 

relationship with employees, host communities, and 

other stakeholders towards running an ethical business 

practices. Price waterhouse Coopers posits that, the 

social factors include human rights, gender diversity, 

labour practices and community relations (PwC, 2024). 

ESG criteria entail giving direction by leadership, 

diversity in board appointments, executive 

compensation, audits oversight, intellectual property 

protection and minority shareholders' protection rights.  
 

Organisational accountability is an important factor in 

the efforts to achieve the sustainable development 

hence, its inclusion as one of the goals of the SDGs. For 

example, Target 12.6 of Goal 12 of the SDGs employs 
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member states to “encourage all registered companies, 

especially those listed, to adopt sustainable practices 

and integrate sustainability data into their reporting 

pattern.” Indeed, the United Nations SDGs reporting 

framework lay out the route for securing a sustainable, 

strong and stable operating environment for all entities 

(Kretkowska, 2024). In today’s global village, there are 

heightened expectations of corporate transparency and 

accountability in the pursuit of accounting to cement the 

interrelationship between ESG as well as financial 

performance and business strategy (Umoren et al, 

2015). Companies are expected to operate in a manner 

that is ethically and socially responsible by minimizing 

negative impacts on the environment. They are most 

importantly expected to contribute positively to the 

community where they operate by taking into 

consideration the varied needs of their stakeholders. 

These include company’s investors, employees, their 

consumers and the general public.  

According to Price water house Coopers there is a 

drastic surge in consciousness by stakeholders related 

to ESG and companies are feeling the pressure to report 

on these issues (PwC, 2020). This is because customers 

prepared to go for green financing and recycling which 

is the in-thing in the banking sector. Governments, 

electronic and print media and green movement 

agencies are giving climate change related damages lots 

of prominence while human rights agencies are working 

to ensure inclusion, equal opportunity and good labour 

relations. Financial maleficence's of top management 

are coming under public scrutiny as fraud and 

corruption became the buzzwords in the corporate 

sector. Consequently, ESG reporting is proposed in 

order to ensure better level of transparency. Hence, 

companies that are not proactive in communicating 

their ESG practices will miss an opportunity to craft 

their own sustainability narrative. They will then lose 

their competitive advantage as prospective investors 

may turn to unverified information from public third 

party. 

ESG framework provide a useful considerations for 

companies to measure their impact on the communities 

they operate in, the society at large and set up new 

business goals that would balance profits with 

sustainable development (UNDP, 2024). ESG 

standards strengthen companies’ flexibility to non-

financial risks that threaten business continuity. These 

risks may be due to climate change, migration or 

disruptive technologies.  Early detection of potential 

risks provides more time and opportunity to develop or 

adapt cost-mitigating strategies (Kaplan & Ramanna, 

2021). By addressing environmental, social, and 

governance concerns on time, firms can be able to 

position itself into a responsible business with a positive 

social influence. Today ESG thoughts have begun to 

enlighten every aspect of business to re-appraise their 

practices and performance in the light of ESG demands.  

 

2. Corporate Practice and ESG Modelling  

The rightful position of every company is to disclose 

through ESG reporting format which also refers to the 

process of transparently communicating a company's 

ESG practices to stakeholders. ESG reporting, 

otherwise known as sustainability reporting is the 

process of transparently communicating a company's 

ESG practices to stakeholders. The aim according to 

Agbakoba-Onyejianya and Agheriario, (2024) is to 

provide a full view of a company's sustainability 

practices by adhering to governance standards through 

ethical consideration. With the recent awareness of 

government and business entities for ESG principles 

and the need for companies to integrate these principles 

into their reporting framework, ESG has now become 

vital in assessing the level of compliance of business 

entities with its objectives. To flourish over time, every 

company must not only deliver financial performance 

but must also show how it makes positive contributions 

to its immediate environment (Hossain, 2023).  

 

By disclosing ESG information, companies exhibit 

their obligation for responsible business practices and 

assists stakeholders to make informed judgements 

(SAP, 2024). As ESG practice awareness continues to 

grow among listed companies, sustainability issues 

generate significant opportunities and risks for 

businesses. Quoted companies should therefore 

integrate ESG into their strategy setting process and risk 
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management frameworks. Hence for firms, 

sustainability refers to the creation of economic value 

by showing concern for the interests of various 

stakeholders such as employees, customers, local 

communities and the wider society (KPMG, 2024).  

 

Listed companies that perform better with regard to 

ESG reporting can increase shareholder value by 

anticipating regulatory action, accessing new markets 

or properly managing their risks. These companies can 

at the same time contribute to the sustainable 

development of the societies in which they operate. 

Thus, instead of focusing on single issue, successful 

companies have learned to manage the entire range of 

ESG framework applicable to their business, thereby 

realizing the best results in terms of value creation to all 

stakeholders (World Bank, 2017).  

 

Prior scholars posit that, it is likely that ESG issues will 

have an even greater impact on firms’ competitiveness 

and financial performance in the future (Karlapudi & 

Reddy, 2025). Consequently, successful investment is 

contingent upon a vibrant economy. These also depend 

on a healthy civil society that is further dependent on a 

sustainable planet. According to the Bucharest Stock 

Exchange (2022), business firms have a clear self-

interest in contributing to better management of 

environmental and social impacts in a way that adds to 

the sustainable development globally. In contrast to 

internal controls and accounting that operate under 

external rules-based framework, ESG represents an 

endeavor by firms to self-regulate their conduct 

(Pollman, 2022). It has now become the norm for the 

progress and future of a business to be measured by its 

compliance with EGS framework. Firms must be of 

benefit to all of their stakeholders. These include 

shareholders, employees, customers, and the 

communities in which they operate (Scott, 2024). It has 

become clear in recent times that sustainability 

reporting raises public knowledge of corporate 

initiatives and actions in relation to their environmental 

impact, social impact, and governance. Therefore, 

stakeholders who include regulators, employees, 

investors, and local communities are able to make 

informed judgements as to the relationship they intend 

to forge with the businesses. Moreover, the increasing 

demand by government for detailed disclosure, 

increased pressure from investors, supplier, 

competition in labour markets and the host communities 

where the companies operate has also required the need 

for sustainability reporting. Lack of adequate and 

transparent disclosure makes it impossible for investors 

to value firms accurately and make informed decisions.  

 

Sustainability Reporting enables firms to achieve 

progress in their vision, mission and strategy thereby 

reducing the cost of compliance with regulatory 

requirements. It also gives firms a competitive 

advantage in terms of investments, contracts and 

markets opportunities, thereby building trust in their 

stakeholders, improving internal management 

procedures and systemic decision making (Abdullahi & 

Makama, 2021). Firms reporting quantity and quality of 

ESG issues have increased rapidly in recent years as 

investors and other stakeholders are demanding more 

transparency from them about their ESG influence. The 

recording pattern of firms issuing environmental, social 

and governance reports tend to be highest in countries 

with large firms like the France, Germany, Japan, UK 

and USA than in African countries. These is particularly 

so in Nigeria where EGS issues are still at its infancy 

and reporting practices are no longer restricted to 

sectors with a high environmental impact but also in all 

sectors (Talabi & Ekundayo, 2022).  

 

According to the rating framework published by 

Analysts’ Data Services and Resources, a data and 

research company, the environmental, social, and 

governance practices of Nigerian firms as published on 

their websites show Access Holdings, Dangote Cement, 

GlaxoSmithKline Consumer Nigeria, PZ Cussons and 

AxaMansard Insurance were the top five companies 

that got the highest ESG rating for 2023 

(Businessday,2023).  

 

3.  EGS Reporting in Nigeria  

The need for increased ESG reporting issues must be 

highlighted due to efforts by the Government and 
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Regulators to improve compliance and instill 

integration of ESG factors into the activities of firms 

(World Bank, 2017). With sustainability reporting 

gaining greater prominence worldwide and being 

acknowledged by relevant stakeholders, Nigeria cannot 

be an exception.  The introduction of sustainability 

reporting in the business community particularly the oil 

and gas and financial sectors in view of their substantial 

contributions to the economic development of the 

nation is paramount.  

 

There are yet no specific Laws and Regulations that 

make provisions for filing report relating solely to ESG 

compliance by firms in Nigeria. Most Nigerian firms 

are reporting their ESG activities through various 

channels, such as annual reports, CSR and ESG reports 

(Abimbola, 2024). On global basis, over the past three 

decades, ESG reporting has been largely voluntary. 

However, today, the trend has change to making ESG 

adoption mandatory and regulated using sustainability 

reporting framework. It’s anticipated that very soon the 

reporting pattern shall change drastically (KPMG, 

2023). To achieve sustainable development reporting 

and disclosure, the Nigerian government and specific 

regulators (i.e. CBN, NDIC) are pushing firms and 

investors to increasingly incorporate ESG principles 

and requirements into their business models and 

investment judgements. This is the private sector’s 

input to sustainable development to be accounted for 

with the same frequency, thoroughness, and importance 

as the organization’s financial performance (Global 

Reporting Initiative, 2021). The high levels of 

environmental uncertainties and pressures from 

external stakeholders to communicate and maintain 

corporate transparency of an organisation’s activities 

and link their reports with business strategy and risk, 

resulted in the formation of the International Integrated 

Reporting Council (IIRC) by the Prince of Wales in 

2010. Hence, Accounting for Sustainability Project, the 

Global Reporting Initiative and the International 

Federation of Accountants were commissioned to 

design a framework which would present a 

comprehensive report of a company’s business 

performance from both financial and non-financial 

perspective (Udofia et al.,2020) The IIRC framework 

consists of eight elements that should be presented in an 

integrated report. These include organisational 

overview and external environment, governance, 

business model, risks and opportunities, strategy and 

resource allocation, performance, future outlook and 

lastly basis of presentation. Prior to the emergence of 

the IIRC framework, Nigerian companies in line with 

existing laws have adopted several elements of the IIRC 

framework in their reporting even without a formal 

referencing to ESG practices. For example, over half of 

these elements are currently incorporated in the annual 

reports of Nigerian listed firms (Adelowotan & Ini, 

2021). Thus, by adopting the IIRC framework, Nigerian 

listed firms would only be required to increase the 

disclosure contents of certain aspects of their corporate 

report to conform to the requirements of the IIRC 

model.  

 

Of recent, both government and firm specific regulators 

in Nigeria have developed policies and regulations 

aimed at improving transparency, credibility and 

comparability to corporate reports. In its efforts aimed 

at ensuring compliance with ESG practices by 

corporations, the Nigerian Government enacted the 

Financial Reporting Act of 2011. The Act in section 1 

established the Financial Reporting Council of Nigeria 

whose functions include developing and publishing 

accounting and financial reporting standards to be 

observed in the preparation of financial statement of 

public interest entities. This council is also to monitor 

and ensure compliance with the reporting requirements 

specified in the adopted code of corporate governance 

(Financial Reporting Act, 2011). The Council also 

vested with the powers to approve and enforce 

compliance with accounting, auditing, corporate 

governance and financial reporting standards by listed 

firms in Nigeria (Ogboro et al., 2024). However, the 

Financial Reporting Act applies only to public entities 

and not the entire registered companies. Thus, through 

the Financial Reporting Council of Nigeria in 2011, the 

Federal Government of Nigeria mandated the adoption 

of the International Financial Reporting Standards 
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(IFRS) for listed firms with effect from January 1, 2012 

(Udofia et al., 2020).  

 

Furthermore, the Institute of Chartered Accountants of 

Nigeria at its Governing Council Meeting of 26 

February 2018 constituted powerful ESG board code 

named the Nigeria Integrated Reporting Committee 

(NIRC) to kick start Integrated Reporting activities in 

Nigeria (NIRC, 2024). Eventually named the Nigeria 

Integrated Reporting Council (NIRC), it’s a national 

coalition of regulators, investors, companies, Financial 

Reporting Council, the accounting profession and 

NGOs aimed at promoting communication about value 

creation as the next step in the evolution of firm 

reporting and disclosure requirements (Ogboi et 

al.,2024). Today, the joint effort of the Financial 

Reporting Council (FRC) of Nigeria and the Nigeria 

Integrated Reporting Committee (NIRC) is a major 

stride towards ensuring real and seamless application of 

sustainability reporting in the country. Hence, the 

official signing of the memorandum of understanding 

(MoU) on Friday, March 8, 2024, in Abuja, marks an 

essential step in the drive towards sustainable corporate 

reporting practices in Nigeria (Umoren et al.,2025). 

Moreover, to give credence to their efforts on ESG, the 

Financial Reporting Council (FRC) of Nigeria, the 

International Sustainability Standards Board (ISSB) 

and Nigeria Exchange Group Regulation Limited 

(NGX Reg. Co) launched the two ISSB Sustainability 

Disclosure Standards, IFRS S1 and S2 on Monday June 

26, 2023. These efforts make Nigeria the first African 

Country to adopt the International Sustainability 

Standards Board (ISSB) standards (FRCN, FRC, ISSB 

& NGX, 2023). The two standards are designed to meet 

the needs of all firms registered in Nigeria. These 

standards provide a clear idea of what firms need to 

report to meet the desires of global capital markets and 

provide investors with universally equal data set 

(Adepoju, 2023). The IFRS S1 sets out the 

comprehensive desires for a whole set of sustainability-

related financial disclosure rules. Every registered 

company is required to disclose information on every 

sustainability-related issues and possible risks that 

could rationally be expected to affect the firm’s growth 

(EY, 2023). IFRS S2 on the other hand requires firms 

to disclose information about its climate-related 

prospects and risks that is useful to key users of 

financial reports in making decisions relating to 

providing resources to the firm (Nigerian Stock 

Exchange, 2019). The Nigerian Code of Corporate 

Governance, (NCCG code, 2018), pursuant to Section 

73 of the Financial Reporting Council of Nigeria Act, 

2011 requires firms board of directors to ensure that the 

firm’s annual report includes a corporate governance 

report that provides clear information on the firm’s 

governance structures, policies and practices as well as 

environmental and social opportunities and risks 

(NCCG code, 2018). The firm’s corporate governance 

report should include highlights of sustainability 

policies and programmes covering social issues such as 

corruption, community services in form of 

environmental protection, serious diseases and matters 

of general environmental, social and governance (ESG) 

initiatives (Chen, et al., 2021).  

 

In order to ensure sustainability reporting by firms, the 

Nigerian Stock Exchange Sustainable Development 

Guidelines approved by the Securities and Exchange 

Commission requires listed companies to submit a 

Sustainability report to the Exchange within the period 

allowed for the submission of the firms’ Annual 

Returns. These reports must contain a complete account 

of the listed firm’s management overview and of 

economic, environmental, social and governance 

opportunities and risks. Such sustainability data could 

be included in the firm’s annual report or in other 

financial report (NSE, 2018). The NSE also encourages 

all reporting firms to consider getting their reports 

independently verified against international benchmark 

in order to increase the credibility of the report and 

ensure that the information is accurate (Buallay, 2019). 

The guidelines also focus on nine core rudiments that 

constitute the indicators of responsible business 

practice. These elements outline the fundamentals for 

applying the sustainability guidelines and enable 

businesses to go beyond compliance and embrace it as 

part of their ethics (Oloko, 2022). The guidelines 

became effective on January 1, 2019, and are 
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mandatory for firms listed on the top board of the 

Nigeria Exchange Group. A lot of efforts have been put 

in place by the Nigeria's banking industry to advance 

the idea of sustainability and to get banks to support the 

achievement of the Sustainable Development Goals 

(SDGs). One of these efforts was the launch of the 

Nigeria Sustainable Banking Principles (NSBPs) by the 

CBN in 2012. The Nigerian Sustainable Banking 

Principles consist of nine guidelines for banks in 

implementing sustainability in their operations. The 

principles cover environment and social (E&S) risk 

management, mitigation of the bank’s environment and 

social footprints, promotion of human rights, women 

empowerment, financial inclusion, environment and 

social governance, capacity building, collaborative 

partnerships, and reporting. The principles also include 

specific sector frameworks for risk assessment in oil 

and gas, power, and agriculture (CBN, 2012). Section 

24(1) (b) of the Climate Change Act, mandates a private 

entity with over 50 employees to designate an 

Environmental Sustainability Officer, with the 

responsibility of submitting a report to the state director 

at the Secretariat of the National Council for Climate 

Change, annual reports on the firm's efforts at meeting 

its carbon emission reduction and climate adaptation 

plan (Global Reporting Initiative, 2021). Based on the 

aforementioned, a survey carried out by KPMG based 

on data from a research population of top 100 registered 

firms in Nigeria by revenue showed that Nigeria’s 

sustainability reporting rate decreased by 7% in 2020 

(i.e. dropped to 85%) and 9% in 2022 i.e. dropped to 

78% (KPMG, 2023). These declines were mostly 

attributable to a change in the list of Nigerian 100 firms 

with the highest revenues. For instance, some firms that 

appeared on the 2022 Nigerian100 list did not disclose 

their sustainability performance, as compared to firms 

that were on the 2020 Nigerian100 list. Though there 

was a decline in Nigeria’s sustainability reporting rates 

from 2020 to 2022, research shows that from 2015 up 

till 2020, Nigeria’s reporting rate was always 

significantly greater than the global average 

(Agbakwuru, 2025). However, when compared with 

their counterparts in other parts of the world, 35 

countries that participated in the KPMG global survey, 

Canada, China, the United Kingdom, and the United 

States, recorded an increase in their reporting rates 

between 2020 and 2022. Indeed South Africa which is 

the current African sustainability reporting champions 

has always had higher sustainability reporting rates than 

Nigeria. It’s noteworthy that, South Africa’s 

sustainability reporting rates have always exceeded 

90% in the past 10 years, a trend that was only observed 

in the United Kingdom. This may be because of South 

Africa’s mandatory sustainability compliance rule to 

firms by the Johannesburg Stock Exchange. Hence, 

South Africa has succeeded in integrating their 

sustainability reporting and financial reporting 

framework in their business operations.  

 

Here in Nigeria we are also anticipating a giant lift in 

sustainability reporting as a result of two main factors. 

First is the progress toward mandatory sustainability 

reporting and secondly, the introduction of non-

financial reporting regulations expected to act as a 

catalyst to sustainability reporting in the future 

(Ofonye, 2025). In a survey carried out in Nigeria using 

a sample of 50 firms’ annual sustainable report for 2015 

to 2020, findings revealed that sustainability reporting 

varies among firms based on size, internationality, 

ownership structure, profitability, age, leverage, and the 

type of auditor. The findings further show that firms in 

the energy sector disclose higher sustainability 

accounting information, followed by the banking sector 

and the industrial sector in Nigeria respectively. This is 

not surprising, as firms in industries with a high 

environmental track are keen in communicating their 

effort to responsible economic regulators to attain 

legitimacy (Ikpor et al., 2024). 
 

ESG Compliance Legal Framework in Nigeria  

Since Sustainability reporting is not mandatory, there is 

as yet no legislation in Nigeria that compels business 

entities. However, existing Laws in Nigeria applicable 

to firm specific sectors of business operations reveals 

that EGG compliance and reporting has been envisaged 

in most legislations before the recent interests in 

sustainability practices and reporting. There are quite a 

number of regulations, at Federal and State levels as 



POLAC INTERNATIONAL JOURNAL OF ECONS & MGT SCIENCE (PIJEMS) VOL.14, NO.1, June, 2026, PRINT ISSN: 2465-7085; ONLINE ISSN: 2756-4428, WWW.PEMSJ.COM 

 

167 
 

well as firm specific regulations which make provisions 

that are in tandem with ESG reporting practices. Some 

of these laws are:  

 

i. Chapter II of the Constitution of the Federal Republic 

of Nigeria (Ofonye, 2025). This chapter makes 

extensive provisions relating to the duty of the State and 

its individuals in ensuring social and natural justice in 

the society. Section 17(1) particularly prevents the 

exploitation of human or natural resources in any form 

whatsoever for reasons, other than the good of the 

community. Section 24(d) makes it a duty on every 

citizen and in the present scenario, firms, to make 

positive and useful contribution to the advancement, 

progress and well-being of the community where they 

reside.  

 

ii. The Nigerian Oil and Gas Industry Content 

Development Act 2010, whose overall objective is to 

enhance the level of participation of Nigerians and 

firms in the oil and gas industry requires that Nigerians 

be given the first consideration for employment and 

training in any project executed by any operator or 

project promoter in the Nigerian oil and gas industry 

(Ogboro et al., 2024). Firms within the oil and gas 

sector are required by law to hire only Nigerians in their 

junior and middle cadre or any other corresponding 

grades designated by the firm (Yeye & Egbunike, 

2023).  

 

iii. Anyone holding an exploration license is required 

by the Nigerian minerals and mining act to conduct 

exploration activities in an environmentally and 

socially responsible manner (Ofonye, 2025),  Section 

51mention that firms are also to maintain and restore 

the land that is the subject of the license given from any 

disturbance resulting from exploration activities. This 

disruption include but not limited to filling up any 

shafts, wells, holes or trenches made by the title holder, 

and in compliance with applicable environmental laws 

and regulations (Ofonye, 2025)  

 

iv. Section 2(1) of the environmental impact assessment 

act prevents both the public or private sector of the 

economy from undertaking or embarking on activities 

without prior consideration, at an early stage, of their 

environmental effects (Ogboro et al., 2024).  

 

v. The Nigerian climate change act, (NCCA) requires 

private entities with 50 or more employees to put in 

place measures to achieve the annual carbon emission 

reduction targets in line with the National climate 

change action plans (NCCA, 2021). Public entities are 

not left out as the act makes it mandatory for MDAs to 

establish a climate change desk to be supervised by an 

officer not below directorate cadre, who shall be 

responsible for ensuring integration of climate change 

activities into their core· mandate.  

 

Furthermore, the ministry responsible for finance, 

budget, and national planning shall ensure that all 

budget proposals submitted by MDAs have been 

properly vetted and costed for climate change 

considerations, and that adequate allocation is provided 

for them under appropriate sub-heads in the annual 

budget (Ofonye, 2025).  

 

vi. The Central Bank of Nigeria (CBN) consumer 

protection regulations issued by the CBN pursuant to 

the powers conferred on the Governor by the banks and 

other financial institutions act, 2020 makes extensive 

provisions relating to the protection of customers from 

unfair and exploitative treatment by institutions 

licensed by the bank (KPMG, 2021). It further prohibits 

unethical and predictive treatment of customers, 

encourage transparency by institutions in their dealings, 

prohibiting inadequate or misleading information, and 

met out punishment for failure to disclose material 

information, access to free, fair, timely, transparent 

access to complaint resolution mechanisms all aimed at 

protecting customers of institutions licensed by the 

CBN.  

 

vii. The Nigerian sustainable banking principles for 

banks, discount houses and development finance 

institutions, approved by the bankers committee which 

came into effect on 26th September, 2012 covers 

guidelines for banks, oil and gas, agriculture and power 



POLAC INTERNATIONAL JOURNAL OF ECONS & MGT SCIENCE (PIJEMS) VOL.14, NO.1, June, 2026, PRINT ISSN: 2465-7085; ONLINE ISSN: 2756-4428, WWW.PEMSJ.COM 

 

168 
 

sectors and which all banks, discount houses and 

development finance institutions are directed to adopt 

and implement stipulates in principles 1 and 2 thereof 

that banks and other financial institutions are to 

integrate environmental and social concerns into 

decision-making processes relating to their business 

activities to avoid, minimise or offset negative impacts 

of their business operations on the environment and 

local communities in which they operate and where 

possible, promote positive impacts (CBN, 2012). 

Principle 6 requires the said institutions to implement 

robust and transparent ESG practices.  

 

viii. The companies and allied matter act (CAMA) in 

encouraging the promotion of integration of ESG 

principles prohibits the formation of a firm for an 

unlawful purpose and places responsibility on directors 

of firms to conduct the affairs of the firm in a 

transparent manner and to have regard to the impact of 

the firm’s operations on the environment in the 

community where it carries on business operations 

(CAMA, 2020). The mandate for publishing annual 

returns as well as directors’ report and other financial 

reports of the firm are all aimed at meeting the tasks of 

firms to the environment and all other stake holders. 

The Securities and Exchange Commission (SEC) has 

set out quite a number of regulations to guide operators 

of the Nigeria capital market in observing the ESG 

framework. These guidelines are aimed at attaining a 

balance in the quest for economic prosperity while 

ensuring environmental protection and social 

development. Principle 1 of the guidelines for the 

sustainable financial principles for the Nigerian capital 

market issued by SEC in April, 2021 requires firms to 

embed environmental, social and governance (ESG) 

thoughts into their operations and decision-making 

processes to minimize negative impact.  

 

ix. Principle 26 of the Nigerian code of corporate 

governance requires boards to give attention to 

sustainability issues, including environmental, social, 

occupational, and community health and safety.  

 

x. Chapter III of the petroleum industry act (PIA) makes 

extensive provisions for the development of host 

communities by the holder of an interest in a petroleum 

mining lease or a petroleum prospecting license whose 

area of operations is within a community (PIA, 2021). 

The national environmental standards and regulations 

enforcement agency established by the national 

environmental standards and regulations enforcement 

agency (Establishment), has a wide array of tasks aimed 

at the protection and development of the environment 

(NESREA Act, 2018). For example, the act is saddled 

with biodiversity conservation and sustainable 

development of Nigeria’s natural resources in general 

and environmental technology coordination and liaison 

with relevant stakeholders within and outside Nigeria 

on matters of enforcement of environmental standards, 

regulations, rules, laws, policies and guidelines. The 

agency is required to promote private sector compliance 

with environmental regulations other than in the oil and 

gas sector (Ikpor et al., 2022).  
 

xi. The labour act, factories act, employee 

compensation act, national minimum wage act, pension 

reform act, the national employment policy, labour act 

all have laudable provisions requiring employers of 

labour to imbibe EGS principles in their relations with 

employees (Udoma & Osagie, 2025). Moreover, the 

judiciary through the national industrial court has made 

enormous strides in the employment sector through its 

decisions requiring employers to comply with 

international best practices in their employment 

contracts and to stop unfair labour practice (Taiwo et 

al., 2025). Based on the aforementioned, it is clear that 

there exist, prior to the emphasis being placed on ESG 

practice compliance by firms in Nigeria, ESG principles 

forms an integral part of almost all sector specific laws 

already in force. Most of the laws considered above and 

some others were enacted without any reflection of 

formal concept of ESG in mind. They nevertheless fall 

within the ambit of ESG concerns and are in line with 

ESG principles and consequently binding on the 

business entities to which they relate. What is required 

is an emphasis on ensuring application and compliance 

by business entities with already existing laws and 

https://www.lexology.com/firms/1206105/adeshina_taiwo
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further amplifying awareness of the need to integrate 

such practices in the firm’s activities in line with those 

laws. There is also the need for a shift by way of 

amendment in some of the regulations from voluntary 

wordings to mandatory compliance by business entities 

for ESG practices.  

5. ESG Reporting Forecasts in Nigeria  

But for some recent legal frameworks, ESG reporting 

has been largely seen as a voluntary act by business 

entities in Nigeria because the provision for compliance 

with the same has mostly been suggestive (Agbakwuru, 

2025). However, even as the government has begun to 

recognize and emphasize the role of sustainability 

reporting and compliance by firms of the ESG 

principles, it is expected that this would act as a 

momentum for more regulatory support for 

sustainability reporting in Nigeria. Companies tend to 

report their positive assistance to the environment but 

neglect the negative impact on the society. This neglect 

includes the negative effect of the same on the business 

itself. Companies should account for both their positive 

and negative impact of their business on ESG factors 

and how these areas affect their business as it gives a 

holistic view of the company’s progress on ESG 

practices (Abdullahi & Makama, 2021).  

 

For the purposes of sustainability reporting operations, 

various laws and procedures have provided for 

punishments in terms of fines for failure of companies 

to adhere to ESG requirements and reporting 

modalities. However, many stakeholders, particularly 

investors, users of firm's general purpose external 

reporting and regulators are now concerned about the 

reliability of sustainability reporting. Consequently, the 

demand for assurance on sustainability reporting has 

increased and firms in Nigeria are complying because 

they have independent consultants that evaluate their 

reports on ESG practices. In emerging capital markets 

such as Nigeria, pension and financial sector regulators, 

stock exchanges, central banks, and relevant ministries 

in some cases partnering with international 

organisations have been developing their own 

guidelines and supervisory requirements. These firms 

do so to enhance transparency and encourage action 

toward greater sustainability in their own markets, 

enhance market stability and facilitate economic and 

social development (Hossain, 2023).  

 

6. ESG Reporting Challenges in Nigeria  

Apart from the effort of governments, institutions and 

organizations in ensuring compliance with 

sustainability reporting practice in companies in 

developing economies like Nigeria, several firms are 

yet to adopt ESG because there is lack of uniformity in 

the reporting framework. Although a number of 

regulatory organizations have drawn attention to 

particular reporting obligations at the moment, Nigeria 

has no standardized reporting format for sustainable 

practices (Uwadiae, 2020).The existence of different 

reporting standards by different firms makes it difficult 

for the co-ordination and unified evaluation of 

sustainable reports for different sectors and ultimately 

for use by regulatory agencies to access the nations 

ESG/SDG goals. Moreover, many firms and users in 

Nigeria are not adequately prepared for the adoption of 

the existing framework because they are not fully aware 

of the concepts (KPMG, 2022). The assurance rate of 

ESG reports of Nigerian firms stand at 25% which is 

lower than the global average of 73% (IFAC, 2025). 

Therefore, with the inherent risk of greenwashing, the 

need for assured sustainability reports would be crucial 

to ensure transparency and stakeholder confidence in 

sustainability non-financial disclosures because 

assurance creates trust and reliability in ESG reporting 

(KPMG, 2023).  

 

Furthermore, it appears that there exists inadequate 

reporting knowledge amongst most small and medium 

firms in Nigeria as more emphasis is laid on the big 

firms while the small firms are neglected. The cost of 

producing ESG reports are also a challenge for 

sustainability reporting amongst smaller business 

entities. This is because the smaller firms would most 

likely need to hire consultants with the required 

knowledge and expertise to prepare these reports.  
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7. Global Sustainability Frameworks 

According to PricewaterhouseCoppers (PwC), there are 

over 1,700 ESG-related guidelines and more than 360 

different ESG metrics available for use by firms (PwC, 

2020). However, some of the widely followed standards 

include the following: 

 

Table 1: ESG-related guidelines 

S/N Abbreviations Full Meaning 

1 SASB Sustainability Accounting Standards Board 

2 TFCRFD Task Force for Climate Related Financial Disclosure 

3 GRI Global Reporting Initiative 

4 UNSDGs United Nations Sustainable Development Goals 

5 IR Integrated Reporting 

6 CDP Carbon Disclosure Project  

7 CDSB Climate Disclosure Standards Board 

8 PRI The Principles for Responsible Investment 

9 DJSI Dow Jones Sustainability Indices 

10 NFRD Non-Financial Reporting Directives  

11 TRSFDR Taxonomy Regulation and Sustainable Finance Disclosure Regulation  

Source: Hossain, D. M. (2023). 

 

8. Conclusion and Recommendations  

For the purpose of prosperity over time, every firm must 

not only deliver financial performance but also show   

how it makes a positive contribution to society. The 

current corporate regime which is powered by ESG 

integration lays emphasis on the need for companies to 

benefit all of their stakeholders, including shareholders, 

employees, customers, and the communities in which 

they operate. The place of sustainability reporting and 

compliance has come to stay in corporate practice in 

Nigeria. Corporate reporting will continue to evolve 

with the changing business environment and 

stakeholder expectations. It is laudable that the 

Government and Sector-Specific Regulatory bodies 

have appreciated the need for the integration of ESG 

principles and reporting into legislations and 

regulations. Governments and companies around the 

world have apparently understood that business entities 

have the skills and capacity to influence a broader 

community of stakeholders, far beyond the financial 

bottom line and to derive the nation’s attainment of 

Sustainable Development goals, hence the insistence on 

sustainability compliance and reporting. To maintain 

good long-term company performance and project 

themselves as responsible corporate citizens, business 

entities in Nigeria must pay enough attention to 

sustainability concerns, including environmental, 

social, occupational, and community health and safety 

as these factors contribute to the economic development 

of the Country.  

 

The progress of the nation on the Sustainable 

Development Goals of the United Nations can also be 

assessed from the reports of firms on these issues. The 

importance of ESG practices in Nigeria cannot be 

overstated, especially in light of growing concerns over 

climate change, social inequality, and corporate 

accountability. A widespread ESG reporting by private 

firms helps the government better measure private 

financial contribution to the achievement of SDGs and 

as such, integrating ESG practices in firm activities are 

beneficial not just to the firms but to the sustainable 

development of the nation. Embracing ESG principles 

not only mitigates risks associated with environmental 

degradation, social unrest, and governance failures but 

also creates opportunities for innovation, value 

creation, and competitive advantage in a rapidly 

changing global economy.  
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To make gainful progress in ESG reporting, there is 

need for the adoption of sector-specific reporting 

standards. At the moment, there a quite some reporting 

standards being used by different firms in Nigeria and 

this makes for difficulty in uniformity in reporting and 

objective comparison of the ESG reports of firms. There 

is also the need for firms especially small and medium 

firms to be educated on the need for ESG reporting. 

Compulsory independent assessment of the reports of 

firms must be considered to ensure transparency and 

reliability in reporting data. Punishments for breach of 

ESG principles or reporting rules must be enforced as 

this would deter further neglect of the same and 

promote compliance. Voluntary incorporation of ESG 

framework in business activities and report must be 

eradicated if progress is to be made in ESG reporting. 

The Laws requiring integration of ESG principles must 

be clear and in mandatory terms. Additionally, there is 

need for government monitoring of these business 

entities to ensure compliance with the laws and 

regulations. Firms must ensure that their boards are 

composed of directors with the right knowledge and 

expertise to understand ESG risks and opportunities. 

Boards of directors must diligently to oversee how 

management is handling these sustainable issues. 

Depending on the business, the board should consider 

including ESG expertise as one of the criteria for 

selecting members. This will benefit the board and by 

extension, the firms through continuous learning about 

the key ESG issues. Moreover, emphasis on ESR 

reporting must not be laid on firms alone, government 

institutions must also be incorporated in the schedule 

for ESG reporting and compliance. 
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