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There is an increasing need to incorporate sustainability considerations into
corporate governance. The study intends to examine the relationship
between corporate governance and social disclosures from financial
companies in Nigeria. For the aim, we employ annual report of twenty-five
(25) deposit money banks (DMBs) covering 2019 to 2023, to examine the
relationship between corporate governance variables and sustainability
disclosure. We considered two measures of corporate governance
frameworks - audit committee composition and foreign board membership
and use the global reporting initiative (GRI) to proxy social disclosure. We use
simple correlation method to establish the link between audit committee
composition and sustainability disclosure as well as between foreign board
membership and sustainability disclosure. The finding shows evidence of
positive and significant correlation between audit committee composition

and GRI disclosure, whereas the evidence shows positive but insignificant

correlation between foreign board membership and GRI disclosure measure.
We suggest that the audit committee should involve members with diverse
expertise. The company board should recruit foreign members with expertise
in sustainability and environmental matters. Companies should prioritize
transparency and disclosure in sustainability reporting, ensuring that
stakeholders have access to accurate and reliable information on their social
and environmental involvement.

*Corresponding Author:

INTRODUCTION

In the recent era, companies across the globe have been charge with the responsibility of
sustainability reporting due to the nature of their works or the volume of activities involves in their
production process. Social reporting of negatives and positives impact of companies’ activities have
may influence on employees, customers and other stakeholders since it allows investors and other
business stakeholders to gain a comprehensive understanding of a company's performance.
Therefore, social sustainability disclosure has become essential for companies in developed and
developing nations because of its effects on worker welfare, social and environmental policies,
performance, and practices for stakeholders. Nonetheless, research has clearly demonstrated that
a variety of factors impact the reasons behind and outcomes of social sustainability disclosure
(Oyerogba et al., 2024).

Sustainability reporting, particularly social disclosure, has been become issues in developing
countries. However, it is now mandatory for organizations to report on their sustainability
performance using the appropriate sustainability reporting standards. These issues of not
disclosing social information are persistence in Nigeria financial companies. Nigeria's financial
sector plays a critical role in the country's economy by promoting capital raising, investment, and
economic growth. As Nigeria works toward sustainable development, the integration of
environmental, social, and governance (ESG) aspects into financial firms' activities has become
increasingly important.
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The financial firms’ governance and sustainability disclosure requirements are essential tools for
promoting transparency, responsibility, and ethical business practices. Regretfully, despite the
global awareness of sustainability issues growing little is known about the connections between
sustainability disclosure practices and governance frameworks in Nigerian finance. As a result of
all these issues and the consequences, concerns stakeholders have been grievance on disclosure of
this information. Recent literature for instance, Hussain et al. (2019), (Wajdi & Anis 2023), shows
that similar result is reflected on the financial performance. Again, Wang and Sun (2021), Nguyen
et al. (2020) and Bufarwa et al. (2020) the title of the studies are alike but were more of
sustainability risk. However, the methodologies and findings of these studies are questionable and
subjected to further research.

This paper is intended to examine corporate governance relates with social disclosure amongst
financial firms in Nigeria. According to literature, we use the global reporting initiative (GRI) index
to proxy social disclosure and for robustness we examine two measures of corporate governance
frameworks - the composition of audit committee and foreign board membership. Consequently,
we seek two objectives: First, we examine the relationship between audit committee composition
and social disclosure of financial firms and second, we assess the link between foreign members
and social disclosure of financial firms. For the aims, we apply a simple correlation analysis to
depict the link between audit committee composition and social disclosure as well as between
foreign members and social disclosure of financial firms.

The evidence identifies positive and significant relationship between audit committee composition
and the GRI disclosure. Moreso, we find evidence of a positive but not significant linear correlation
between foreign board membership and GRI disclosure measure. Because this result has
implication for policies, we offer measures that promote accountability, comparability and
transparency in social disclosure. Among other things, we suggest that companies should ensure
that their audit committee involves members with diverse expertise and ensure periodic training is
provided for the members. Companies should prioritize transparency by ensuring that
stakeholders have access to accurate and reliable information on their social and environmental
involvement. The paper’s reminder follows the outline: Section 2 discusses brief materials for the
literature, Section 3 presents the methods applied considering the data and its source, models, and
methods. Section 4 reports the results and Section 5 concludes.

2. LITERATURE
2.1. Theoretical Review

Adib and Xianzhi (2019) defined social disclosure as the promotion of the reputation of the
companies in the community where their companies’ activities are carried out by disclosing their
contributions and influences on the social position of the community. The Global Reporting
Initiative (GRI) has separated social disclosures into nineteen categories, including employment,
the relationship between labor and the directorate, the health and training of employees,
impartiality, equal rights, the right to form a union, the unethical employment of children, forced
labor, protective operations, human rights practices, indigenous rights, local societies, the
assessment of supplier social practices, community policy, customer safety, branding, customer
confidentiality, and adherence to socioeconomic practices. Consequently, the disclosure of these
information is rare in the companies which are negatively reflect on the accountability of their
companies.

Kaushik and Singh (2020) defined corporate governance as a set of rules, practices and processes
used to direct and manage a company. Erin et al. (2021) defined corporate governance based on
the idea that it is a series of overlapping mechanisms. Mayer (2022) defined governance as the
system of checks and balances that companies are run in the interest of their shareholders and
other stakeholders, while not neglecting in the interest of the economy, society and their
environment. Importantly, the existence of governance within the companies’ particularly financial
firms will ensure total accountability. Thus, they ensure disclosure of non-financial information in
other to ensure companies sustained in their nearest future.

In the light of theory, the postulations and assumptions of theories such as agency theory,
stakeholder theory, contingency theory, legitimate theory and institutional theory are germane in
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this study. Dowling and Pfeffer in (1975) propounded legitimate theory with postulation that
companies operate based on an implicit contact with the society. They described a dynamic
process where organization manages their legitimacy by conforming to societal norms and
expectations. Given these assumptions, it implies that companies with the existence of governance
through their audit committee and foreign members are expected to publish their sustainable
information that will enable the company to sustain in the year to come. The prediction and
assumption of legitimate theory is considered as important and supported by past studies (Zheng
& Li, 2022).

2.2. Empirical Review

Oyewale and Adubu (2023) investigated audit committee attribute: an impact analysis of corporate
social responsibility disclosure practices for deposit money banks in Nigeria. The agency and
legitimacy theories served as the study's pillars. The population of the correlational research
design was the fourteen DMBs listed on the Nigeria Exchange Group (NGX) as of the end of 2020.
Ten DMBs were specifically chosen between 2016 and 2020. The gathered data were subjected to
statistical analyses using statistical techniques for regression, correlation, and descriptive
statistics. The results showed that there is no discernible relationship between audit committee
characteristics and the CSR disclosure procedures of Nigerian DMBs.

Okoba and Chukwu (2023) examines how leverage, firm age, and firm size affect social
sustainability performance disclosures in Nigeria. The data covering the period 2010 to 2020 are
drawn samples from the industrial goods, consumer goods, health and agriculture sectors. The
study which uses the regression technique was based on the legitimacy theory. The findings
showed that leverage, firm age, and firm size have positive and significant effect on social
sustainability performance disclosures. Moreso, they conclude that the social interactions between
the firms and the environment increases over time.

Wang, and Sun (2021) examined the role of audit committees in social responsibility and
environmental disclosures: evidence from Chinese energy sector, this study investigated the role of
Chinese audit committees in social responsibility and environmental disclosures. Data from the
annual report was used to gather information, and the results showed that female members of the
audit committee are more successful than their male counterparts in improving the disclosures.
This could lead to a desire for more female directors to serve on Chinese audit committees. The
study's findings are susceptible to additional investigation because of the factors it used.

In the same vein, Mohammadi (2021) investigated the effect of board and audit committee
characteristics on corporate social responsibility in Iranian companies listed in stock exchanges. It
was both an applied and descriptive correlational study. The research period spans from 2012 to
2018, with all companies listed on the Tehran Stock Exchange serving as the statistical population.
150 companies were chosen as a sample using the screening process. The software reviews 10 and
multivariate regression were employed for data analysis and hypothesis testing. Based on the
research findings, the following factors were found to have a significant impact on corporate social
responsibility (CSR): the size of the audit committee, its independence, the financial expertise of
the committee members, and managerial ownership but not CEO duality. Adegboye et al. (2020)
examine audit committee characteristics and sustainability performance in Nigeria from 2014 to
2016. They find that the influence of audit independence and gender diversity of the audit
committee is significantly positive on sustainability disclosure. On the other hand, sustainability
disclosure is significantly and negatively impacted by the size of the audit committee.

Nguyen et al. (2020) examine the relationship between board of directors and sustainability
reporting using the Tobit regression for 388 observations from 97 German listed companies
between 2013 and 2016. The results showed a substantial inverse relationship between board size
and the degree of sustainability reporting that adheres to GRI. The findings hold true for board size
and show that board committees have a beneficial effect on GRI compliance for sustainability
reporting in delicate industries.

3. METHODOLOGY

The paper employs the annual reports of twenty-five (25) deposit money banks (DMBs) covering
2019 to 2023, to examine the relationship between corporate governance variables and
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sustainability disclosure. The sample include Access Bank, Citibank Nigeria, Ecobank, Fidelity Bank,
First Bank, First City Monument Bank, Globus Bank, Guaranty Trust Bank, Keystone Bank, Optimus
Bank, Parallex Bank, Polaris Bank, Premium Trust Bank, Providus Bank, Signature Bank, Stanbic
IBTC Bank, Standard Chartered Bank, Sterling Bank, Sun Trust Bank, Titan Trust Bank, Union Bank,
United Bank for Africa, Unity Bank, Wema Bank, Zenith Bank.

To capture corporate governance the paper employs two measures - audit committee composition
and foreign board membership. Because most companies, who report on social disclosures,
consider the global reporting initiative (GRI) as the best practice, the study uses the global
reporting initiative (GRI) to proxy social disclosure. The audit committee was measured as fraction
of audit committees on the board composition (Sunday et al. 2019); Nguyen et al., 2020) while
foreign members was measured as percentage of foreign members on the board composition
(Oluwatosin et al., 2019; Johannes et al., 2020; Ifeoma, 2020)

Before assessing the correlation, we show the deterministic characterization of the data by
presenting the basic statistics. Thereafter, we follow a standard procedure to empirically test the
relationship according to the simple correlation method. We implement the correlation method on
the samples to establish the association between audit committee composition and sustainability
disclosure as well as between foreign board membership and sustainability disclosure. The
correlation method provides direction and strength of the link between covariates. To depict this,

assume two data pairs (x;,x;), with n-set [(xq1,%21), X12,%22), v (X110, X2,)], €quation (1)
denotes the estimates for the (centered) correlation coefficient (7, x, ).

_ _ _ -1
Tix, = Zln(xl,t = X1)(xgt — X32) [\/(xl,t - xl)z\/(xz,t - xz)z] (1)

Where: 7y, is the association between the pair of audit committee composition (AUDC;) and the
GRI; - a measure of sustainability disclosures as well as between the foreign board membership
(FBDM;) and the GRI; (Nguyen et al., 2020). The value lies between -1 and +1, with a mid-point at
0, showing the non-existence of linear evidence.

4. RESULTS

Table 1 provides the information for the statistical computation and estimation implemented for
the variables - audit committee composition (AUDC; ), foreign board membership (FBDM; ) and
the social disclosures (GRI;;), during the considered periods (2019 - 2023). Panel A shows the
sample information, including the arithmetic mean (mean), standard deviation (error), coefficient
of skewness (skew), and the coefficient of kurtosis (kurt). The audit committee composition
(AUDC; ), foreign board membership (FBDM;.) and the sustainability disclosures (GRI; ;) have an
average value of 19.008, 1.8452 and 0.88, indicating varying levels of central tendency. The
standard deviations reveal the spread of each variable, with audit committee having relatively
highest dispersions (10.158), the foreign board membership having a spread of 6.8081 and a
deviation of 0.3263, for the social disclosures.

The skewness measure indicates all variables are positively skewed, while audit committee is with
a skewness coefficient of 0.0470 supposes sign of less skewness with likely approximately normal
distribution, social disclosures show moderately skewed distributions and foreign board
membership reveals highly skewed distributions. The kurtosis measures suggest that foreign
members, with kurtosis coefficient of 59.458, has a highly peaked distribution, while social
disclosure, with kurtosis coefficient of 3.662, indicate the variable has a moderately peaked, like a
normal distribution. The audit committee composition, with a negative kurtosis coefficient of -
0.4750, indicate a flatty or platykurtic distribution. The results suggest that the variables have
different distributional properties, including the average, dispersion, skewness and kurtosis. This
may impact the choice of statistical tests and may influence the correlations.

Panel B reports the outcome of the Pearson correlation coefficients, which on one hand, considers
the degree of linear relationship between audit committee composition and the GRI social
disclosure and on the other, considers the linear relationship between foreign board membership
and the GRI social disclosures. With a correlation value of 0.0254, the evidence identifies a positive
and significant correlation between audit committee composition and GRI disclosure. This suggests

481



Adekunle A. O. The Relationship between Corporate Governance and Social Disclosures

that the DMBs policies regarding sustainability reporting may be largely affected by the
composition of the audit committee of the corporate board.

With a correlation value of 0.0047, the evidence shows positive but not significant correlation
between foreign board membership and GRI disclosure measure. This suggests that the policies of
DMBs regarding sustainability reporting may not be related and/or impacted by the presence of
foreign members on corporate boards. financial firms with good board of governance through
foreign member will encourage total social disclosure by making the public aware of their actions
in relation to human, social, and environmental resources (Tjahjadi et al, 2021). Moreso, the
outcome identifies a negative but significant correlation of -0.0892 between the audit committee
composition and the foreign board membership. The audit committee, particularly those with
foreign experts, will encourage total accountability by inspiring the social disclosure of
information. They will ensure transparency that reports both the financial and non-financial
performance through their sustainability reporting. (Donatus et al., 2023).

Table 1. Summary Statistics Table

Panel A: Sample Statistics

mean error skew kurt
AUDC;, 19.008 10.158 0.0470 -0.4750
FBDM; 1.8452 6.8081 6.9790 59.458
GRI;, 0.8800 0.3263 1.3670 3.6620

Panel B: Correlation Evidence

AUDC;, FBDM,, GRI;,
AUDC;, 1.0000

FBDM; -0.0892 1.0000

GRI;, 0.0254 0.0047 1.0000

Note: The Table shows the estimation information for the considered variables - audit committee
composition (AUDC; ), foreign board membership (FBDM;,) and the sustainability disclosures
(GRI; ), for the sample periods (2019 - 2023).

Panel A shows the sample information, including the arithmetic mean (mean), standard deviation
(error), coefficient of skewness (skew), and the coefficient of kurtosis (kurt).

Panel B shows the Pearson correlation coefficients, denoted 7 ,. The coefficient defined linear
relationship between x;and x;, having n-set [(x1,1,%21), (X1,2,X22), v (X1, X2 )] With 73, =

-1
Yy — %) (X0 — %2) [/ (e1e — %1)%/ (22 — %2)?] . and the value lies between -1 and +1. A
value 0 means no correlation exists. The significant coefficients are identified in bold figures.

Source: (2024)
5. CONCLUSION

Companies across the globe have been charge with the responsibility of sustainability reporting
due to the nature of their works or the volume of activities involves in their production process.
Social reporting of negatives and positives impact of companies’ activities have may influence on
employees, customers and other stakeholders since it allows investors and other business
stakeholders to gain a comprehensive understanding of a company's performance. The study
examines the relationship between corporate governance and social disclosures of financial
companies in Nigeria. Based on the 2019 to 2023 annual report of twenty-five banks, we use
simple correlation method to establish the link between audit committee composition and
sustainability disclosure as well as between foreign board membership and sustainability
disclosure.

The finding shows evidence of positive and significant correlation between audit committee
composition and GRI disclosure, whereas the evidence shows positive but insignificant correlation
between foreign board membership and GRI disclosure measure. The findings have implications
for policy makers, regulators, and corporate governance practitioners seeking to improve
sustainability disclosure practices in Nigerian financial firms. The results suggest that relying solely
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on audit committee composition and foreign board membership may not be sufficient to improve
social disclosure practices.
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