SUSTAINABILITY REPORTING AND OPERATIONAL PERFORMANCE: EVIDENCE FROM THE OIL AND GAS SECTOR


Abstract
This paper arrives at the conclusion that sustainability reporting is not a powerful indicator of operational performance at the oil and gas companies in Nigeria. The study adopted the ex-post facto research design. The study used secondary data from the sampled companies covering a period of 5 years (2019 to 2023). Although environmental and governance reporting show positive directional results, they are not statistically significant, indicating a low relationship between sustainability transparency and efficiency results in the short run. The effect of social reporting is, however, statistically significant on the operating margin with a negative impact, and the trade-off between spending on corporate social responsibility and short-term profitability. The effects of firm age on operational efficiency were observed to be mixed: although maturity might negatively impact initial performance due to bureaucratic inefficiencies, in the long term, operational stability and profitability could increase with experience accumulation, given that firm-specific characteristics are considered. The general evidence suggests that, as much as ESG disclosure is being increasingly practiced, it is not yet yielding any substantial short-term operational advantages in the oil and gas industry of Nigeria. The research suggests that companies should stop making narrative reporting and should use quantifiable environmental metrics, including greenhouse gas emission levels, energy performance, and waste management metrics. The Nigerian Exchange Group (NGX) and agencies like the SEC and DPR should impose uniform disclosure of the ESG standards in accordance with either GRI or IFRS S1/S2 guidelines.
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1.0	Introduction
Sustainability reporting has emerged as a notable development that has gained traction in recent years. A multitude of firms currently generate annual sustainability reports, accompanied by a diverse range of ratings and standards employed in the evaluation process. Firms opt to produce a sustainability report for a multitude of reasons, yet the fundamental motivations appear to revolve around the principles of transparency and accountability (Umar, Mustapha & Yahaya, 2021). 
Utile (2016) posited that the existence of any company is contingent upon its interaction with the environment. Engaging with the environment is a crucial strategy for survival, enabling both self-sufficiency and interdependence while fundamentally emphasising sustainability. To attain optimal sustainability in business operations, organisations must mitigate adverse impacts, including emissions, waste, social challenges, and the inequitable treatment of employees. Many managers recognise that their organisations exist within a broader system that has significant direct and indirect effects on their operations. Aondoakaa (2015) suggests that for these firms to successfully and efficiently achieve their long-term goals, they must adequately adjust to their environments.
Umar et al. (2021) assert that sustainability reports are derived not only from gathered data but also serve as a mechanism to internalise and reinforce the firm's dedication to sustainable development, which may exhibit the values, ​​governance model, and demonstrate its strategy and its environmental and social impact. The GRI (2019) revealed that Nigerian companies are not excluded from integrating sustainability in their audited annual reports, which is linked to the commitments of the global economy and global competitiveness. Elkington (2004), cited in Umar et al. (2021), explains that sustainability reporting is a form of value reporting in which organisations publicly communicate their economic, environmental, and social performances. However, these purposes do not consider the temporal dimension, nor the interaction between the different dimensions of sustainability (Lozano, 2011). Similarly, Adams (2020) stated that sustainability reports should be included in the published financial statements of firms that give stakeholders on their major financial performance. The Global Sustainability Standards Board (GSSB, 2016) advocated for the separate publication of non-financial reporting issues in sustainability reports and disclosures. 
In Nigeria, the exploration activities by the oil and gas companies are responsible for environmental hazards and ecosystem damage, as noted in studies by (Ayoola & Salawu 2011; Umoren, Akpan, & Okafor 2018; Uwakonye, Osho, & Anucha 2006; Uwuigbe & Jimoh 2012; and Herbert, Nwaorgu, Onyilo, & Iormbagah 2020) are linked to the pollution, emissions, environmental degradation, and displacement of community villagers. Solomon (2020) observed that the company's operations are the primary cause of the environmental challenge that the world is currently confronting, which is climate change and global warming. Sheharyar (2024) revealed that the Global Reporting Initiative (GRI) has been recognised as the best practice for reporting the environmental and social impacts of firms. Sustainability reporting presents insights into a firm's positive or negative contributions to sustainable development. A KPMG (2020) survey carried out revealed that 90 per cent of the 250 largest global companies now report their sustainability reports compared to just 12% in 1993. The survey indicated significant improvement in the sustainability reporting, and in no time, there will be a convergence of reporting standards for non-financial reporting. 


The World Health Organisation ranked four (4) Nigerian cities (Onitsha, Kaduna, Aba, and Umuahia) among the most polluted cities in the world. Unfortunately, the high-level business in these cities has not improved the living standards of the residents, nor has it been able to improve the state of infrastructure in these cities. It is clear that high-level companies conduct business directly or indirectly in these cities, and their products and services enter, leave, and pass through these cities. These companies have created enormous wealth, but the wealth created does not have enough money to purify these cities for future generations. Although the intent is not to belittle Nigerian companies, the message is that, like their financial reports, actions and activities affecting sustainability should receive primary attention to make sustainability reporting more desirable and relevant.
The Niger Delta oil-rich region has suffered from oil spillage, environmental degradation, and loss of biodiversity, which have exposed residents of the communities to environmental disasters (Grace, 2021; Common Dreams, 2023). Therefore, companies must report how their operations have positive and negative economic, social, and environmental impacts on the community in which they operate and how they intend to improve the positive aspects and eliminate or improve the negative aspects. The study identified some literature gaps in the overall review. From the gaps identified after the review of sustainability reporting and financial performance in Nigeria, prior studies such as Aondoakaa (2015), Ezeokafor & Amahalu (2019), Hebert et al. (2020), and Umar et al. (2021) showed that measurements of sustainability reporting were not appropriately in line with the GRI index, and the researcher identified a variable limitation gap. Their study did not look into the governance disclosure in the sustainability reporting indices. The researcher intends to fill this gap by using current data up to 2023, centred on the oil and gas sector. 
Despite the growing body of literature on sustainability reporting and firm performance in Nigeria and other emerging markets (Aondoakaa, 2015; Ezeokafor and Amahalu, 2019; Herbert et al., 2020; Umae et al., 2021; Lucy, Ime, and Agnes, 2023), there are still certain gaps. First, most of the previous research either had a limited scope of sustainability reporting, often omitting governance reporting and focusing on only the economic, environmental, and social facets, and restricted the complete use of the GRI index. Second, the literature that remains published has a strong focus on the financial performance indicators of return on assets, return on equity, and market value (Ofoegbu and Asogwa, 2020; Yazid et al., 2021; Korolo and Korolo, 2023) and has minimal consideration of the performance indicators of operations, including the operating margin ratio, that is more effective in measuring efficiency in core operations. This study aims to address these gaps and use a full GRI-based index, including the governance reporting, focusing on the performance in operations based on the operating margin ratio, utilising the latest data of the years 2019-2023 of oil and gas in Nigeria. In light of the above, the study investigated sustainability reporting and operational performance of listed oil and gas companies in Nigeria.


2.0	Literature Review

Concept of Sustainability Reporting
Sustainability reporting is the structured and transparent process of summarising, analysing, and communicating an organization's economic, environmental, social, and governance performance. A sustainability report allows an organisation to assess the impact of its activities and its dedication to a sustainable global economy within a comprehensive corporate framework. This entails addressing the current requirements of the environment and society without jeopardising the capacity of future generations to fulfil their own needs. Nwaiwu (2020) defines sustainability reporting as a collection of socially conditioned practices that significantly affect business operations and societal interactions, as well as the ways in which companies convey these activities to their stakeholders.
Environmental Reporting
The environmental dimension of sustainability refers to the organisation's impact on biological and non-biological natural systems, which includes ecosystems, land, air, and water. Environmental indicators cover input performance (such as materials, energy, and water) and output performance (such as emissions, effluent, and waste). They also cover performance related to biodiversity, environmental compliance, and other related information (such as environmental expenditure and the impact of products and services). Social performance indicators focus on the impact of organisations on the local communities in which they operate and how they manage and mediate risks that may arise from interactions with other social institutions.
Ohidoa, Omokhudu, and Oserogho (2016), as cited in Etale et al. (2021), assert that companies, particularly those with operations affecting the environment, ought to disclose their financial commitments to environmental improvement, particularly in relation to pollution and other hazards. Aondoakaa (2015) argued that the overall operation of a business can harm society, thereby undermining the social harmony essential for a stable operational environment. Consequently, such business activities lack economic and social sustainability. He emphasised that if companies responsible for environmental harm hinder the ability to sustain human life at an improved standard, this situation is inherently unsustainable, both socially and economically, as economic activity cannot exist under such conditions. Herbert et al. (2020) stressed that the serious health hazards normally associated with oil and gas exploration activities and the environmental, economic, and social makeup of indigenous communities in oil-producing areas are also negatively affected. 

Social Reporting
Social reporting reveals the activities that are associated with social and ecological factors, which provide an insight into the fulfilment of the firm's social responsibilities to the stakeholders. The work of Najah & Jarboui (2013) suggested that the firm's social reporting should comprehensively outline the societal and environmental influences on its business operations. Social reporting has become a strategic focus for companies to ensure that their daily business operations positively impact the environment. The societal impact could raise stakeholders' expectations for what firms give to the community, which could be basic healthcare, a conducive learning environment, donations, infrastructure, and lots more. Social reporting arises from the obligation firms have to their stakeholders, which extends beyond just their shareholders.
Governance Reporting
Governance reporting is a systematic approach by a firm that outlines the processes, policies, and practices on which the business operation is based and for which it is accountable to stakeholders. It goes beyond the usual financial reporting, but it reveals how firms comply with the ethical standards of transparency, accountability, and strict regulatory compliance (Solomon, 2020). The governance reporting is embedded with the principles of corporate governance, like composition of the board, rights of shareholders, executive compensation, and internal control mechanisms, which assist in keeping the stakeholders informed on the decisions being carried out.
Operational Performance
Operational performance refers to how efficiently a company conducts its core business activities to generate value, sustain growth, and remain competitive. In the oil and gas sector, operational performance is particularly critical because of the high capital intensity, environmental costs, and regulatory scrutiny involved.
Operating margin ratio can be defined as the operating income of a firm relative to its total revenue. It evaluates the firm's profit generated from its business operations preceding the interest consideration and taxes. It also signifies the proficiency of the firm in handling the production and administrative costs in relation to sales (Gitman & Zutter, 2015).  According to Brigham and Ehrhardt (2017), added that firms primary operations are the transformation of sales into profit, which indicates operational efficiency. This ratio illustrates the efficiency with which oil and gas enterprises handle exploration, refining, distribution, and environmental compliance expenses while maintaining profitability.
Empirical Review
The study collated data from 2018 to 2023; Nkak, Enoima, Yetunde, and Ibem (2025) examined the connection between green accounting practices and the market value of seven (7) Nigerian oil and gas companies. The gathered data was analysed by the Stata 19 program using panel data regression. The study's findings, green accounting, and the market value of Nigerian oil and gas companies that are listed have a favourable but statistically insignificant relationship. The data's descriptive analysis also revealed that, although all companies submitted the mandatory social and governance reports, not all of them included pertinent environmental information in their reports and statements that were made public.
An ex-post facto research approach was used in Akinleye and Owoniya's (2024) study to investigate the connection between sustainability reporting and financial performance for 153 publicly traded firms on the Nigerian Exchange Group (NGX) over the 2012–2021 period. Regression analysis was used in the study to find a statistically significant positive relationship between company performance and sustainability reporting. 

Sunny and Apsara (2024) investigates sustainability reporting and financial performance in Bangladesh's of 270 firm, the study employs pooled OLS regression. The findings reveal that economic and environmental sustainability reporting have significant positive relationships with both financial performance measures, while social sustainability reporting shows no significant impact. Environmental reporting emerges as the strongest predictor of financial performance, suggesting that environmental initiatives create value through multiple channels, including operational efficiency and market recognition. 

Korolo & Korolo (2023) assessed the financial performance of Nigerian deposit money banks on sustainability reporting between 2013 and 2022. The study adopted the panel least squares regression approach, that reporting on environmental sustainability has a positive, negligible influence on performance, whereas reporting on economic sustainability has a negative effect. Reports on social sustainability, however, were shown to be statistically significant and detrimental. Based on the results, they suggest that enabling laws be established to require improved sustainability practices from all Nigerian deposit money banks and to enable the accurate assessment and quantification of the effects on the economy, society, and environment in every aspect of bank operations in Nigeria.

Lucy, Ime, and Agnes (2023) use an ex post facto design with data collected from 2012 to 2021 to investigate the impact of sustainability reporting on the financial performance of listed oil and gas companies in Nigeria. The robust panel least squares regression was used to evaluate the data. According to the study, the return on capital utilised was significantly enhanced by social, health, and safety, and environmental disclosures. The study recommended that the oil and gas business should establish a standardised sustainability index as a baseline to track compliance.
Shaban and Barakat (2023) examined the sustainability reporting and financial performance of 13 Jordanian commercial banks listed on the Amman Stock Exchange from 2012 to 2021. Multiple regression analysis was used, and the study found that sustainability reporting had a positive relationship with both LEV and ROA variables, but there is no statistically significant correlation between sustainability reporting (SR) and return on equity (ROE). 
Using panel regression analysis, Tomomewo, Rojugbokan, Adegbie, and Ajibade (2022) examine the effects of sustainability disclosures on the financial performance of 11 listed DMBs over ten years (2009-2018). It was found that Nigerian deposit money banks' dividend per share and profit before taxes were positively and significantly impacted by LNSIZE, and that DMBs in Nigeria did not view sustainability reporting as a crucial part of annual financial statements. They believed that governance reporting was found to have a discernible impact on DMBs' financial success, as shown by dividends per share.
In 2021, Umar, Mustapha, and Yahaya studied twenty-six (26) consumer companies for a period of ten years (10), utilising the multiple regression technique and the diagnostic checks and post-estimation test. The results show that social and environmental reporting has a significant positive effect on financial performance. The researchers recommend that management of firms should voluntarily report their social and environmental performances.
The impact of sustainability reporting on the financial performance of publicly traded Nigerian oil and gas companies is examined by Yazid, Ahmed, Samuel, Nasiru, and Umar (2021). The results of the regression showed that while environmental sustainability has a significant and positive impact on ROA, economic and social sustainability have a positive but insignificant influence. Therefore, this study suggests, among other things, that the listed Nigerian oil and gas companies should focus more on disclosing their sustainability initiatives since it can enhance their financial results.
In 2021, Atanda, Osemene, and Ogundana focused on deposit money banks that spanned from 2014 to 2018 and utilised the ordinary least squares fixed-effects. From the statistical output, it was found that sustainability reporting indexes do not influence the firm value of DMBs in Nigeria.
Mohammad, Alaa, Ayman, and Mohammad (2020) assessed the business performance and sustainability reporting of 1,705 Jordanian companies that were registered on the Amman Stock Exchange. using robust standard errors in fixed-effect regression. The findings indicate positive social and governance disclosures relate to financial success, but not to environmental disclosures. Interestingly, there is a strong and positive correlation between sustainability disclosures when they are examined as a whole.
Ofoegbu and Asogwa (2020) focused on gathering data from fifteen (15) consumer goods companies covering 2009 to 2018 in Nigeria, utilising SPSS. The statistical output, it revealed that economic and social reporting has a positive and insignificant effect on both earnings and return on equity.
Using a content analysis technique, Herbert, Nwaorgu, Onyilo, and Iormbagah (2020) investigated the sustainability reporting and performance of Nigerian listed upstream oil and gas companies during 2018. The information was taken from the oil and gas companies' annual reports. The quantitative methods were used to regress the data obtained. Their research showed that oil and gas companies fail to disclose their sustainability economic performance, particularly the financial consequences and other climate-related risks.

3.0	Methodology
The study adopted the ex-post facto research design. The study used secondary data from the sampled companies covering a period of 5 years (2019 to 2023). The top five selected oil and gas companies are Seplat Energy, Oando Plc, Ardova Plc, Eternal Plc, and Conoil. 
Measurement of Variables
The independent variables (sustainability reporting) were measured by a scoring index based on performance indicators selected from the Global Reporting Initiative guidelines.
Environmental reporting; The indicators of environmental reporting are (Material disclosure, Energy disclosure, Water, biodiversity, Emission, Effluents and Waste, Products and services environmental impact disclosure, and Compliance to environmental laws and regulations).
Social reporting: The indicators of social reporting are (social donation and gifts, employee relations, health and safety, customer compliance, and environmental information). 
Governance reporting: The indicators of governance reporting are (board roles, board chairman, board CEO, board independence, non-executive director, Board members experience, board members' age, board members' appointment) were calculated  based on  the number  of indicators that were disclosed (occurrence) and the level of disclosure (quantitative and qualitative).  
If a company  disclosed any indicator,  that is, the occurrence of an indicator in the  company’s financial statement,  the researcher assigned  1; if the company failed to  disclose, 0 was assigned.
The operational margin ratio is subject to the proxying of operational performance. These dependent variables show the adjustment existing in financial value because of sustainability reporting, and the measures employed in the empirical review were the financial performance measures.
Mathematically, the ratio is expressed as:
Operating Margin Ratio = Operating Income
Revenue          ×100


The moderating variable, which is the firm age, was measured by the number of years a firm from the year of listing.




Model Specification
In order to test the relevance of the hypotheses regarding the impact of sustainability reporting on the operational performance of oil and gas companies listed in Nigeria.

Y = b0+b1X1+b2X2 +b3X3+ b4X4 +E……………….			(1)
OPMR= f (ENVRit + SOCRit + GOVRit + FIRA)………….. 		(2)

Where Y is the dependent variable which describes operational performance indicators such as; 
OPMR = Operational Margin Ratio
ENVRit = Environmental reporting
SOCRit = Social reporting 
GOVRit = Governance reporting 
E is the error term capturing other explanatory variables not explicitly included in the model. 

4.0	Result and Analysis
Table 1	: Descriptive Statistics

	
	OPMR
	ENVR
	SOCR
	GOVR
	FIRA

	 Mean
	 0.086364
	 2.400000
	 1.760000
	 1.440000
	 45.40000

	 Median
	 0.046700
	 2.000000
	 2.000000
	 1.000000
	 57.00000

	 Maximum
	 0.447100
	 4.000000
	 3.000000
	 3.000000
	 67.00000

	 Minimum
	-0.157000
	 1.000000
	 1.000000
	 0.000000
	 10.00000

	 Std. Dev.
	 0.137261
	 1.118034
	 0.723418
	 0.768115
	 20.75251

	 Skewness
	 1.322410
	 0.438178
	 0.380655
	 0.767513
	-0.637096

	 Kurtosis
	 4.367740
	 1.820000
	 2.033166
	 2.895097
	 1.785903

	
	
	
	
	
	

	 Jarque-Bera
	 9.235190
	 2.250417
	 1.577460
	 2.465950
	 3.226663

	 Probability
	 0.009877
	 0.324585
	 0.454422
	 0.291424
	 0.199223

	
	
	
	
	
	

	 Sum
	 2.159100
	 60.00000
	 44.00000
	 36.00000
	 1135.000

	 Sum Sq. Dev.
	 0.452177
	 30.00000
	 12.56000
	 14.16000
	 10336.00

	
	
	
	
	
	

	 Observations
	 25
	 25
	 25
	 25
	 25


Source: Eview
Table 1 identifies descriptive statistics of the study variables during 2019-2023. The average operating margin ratio (OPMR) of the sampled firms was 0.086, with the values of the same being 0.157 and 0.447. This fluctuation shows that, whereas some companies recorded high levels of operational efficiency, there are those that have been operating at a loss in certain years.  
Mean score of environmental reporting (ENV) was 2.4/10, and the average social (SOC) and governance (GOV) reporting was 1.76/10 and 1.44/10, respectively. Such relatively low averages highlight low sustainable reporting practices among the oil and gas industry in Nigeria. The average age of firms (FRA) was 45 years, with a range of 10 to 67 years, indicating that the major percentage of firms in the sample are well established and mature.  All in all, the descriptive findings suggest that, despite the lengthy history of the operations of the Nigerian oil and gas companies, their devotion to the disclosure of ESG is limited.  
Table 2	Correlation Analysis  
	Covariance Analysis: Spearman rank-order
	
	
	

	Date: 09/23/25   Time: 14:53
	
	
	
	

	Sample: 2019 2023
	
	
	
	
	

	Included observations: 25
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Correlation
	
	
	
	
	

	t-Statistic
	
	
	
	
	

	Probability
	OPMR 
	ENV 
	SOC 
	GOV 
	FRA 
	

	OPMR 
	1.000000
	
	
	
	
	

	
	----- 
	
	
	
	
	

	
	----- 
	
	
	
	
	

	
	
	
	
	
	
	

	ENV 
	0.633149
	1.000000
	
	
	
	

	
	3.922943
	----- 
	
	
	
	

	
	0.0007
	----- 
	
	
	
	

	
	
	
	
	
	
	

	SOC 
	0.430468
	0.759643
	1.000000
	
	
	

	
	2.287211
	5.601864
	----- 
	
	
	

	
	0.0317
	0.0000
	----- 
	
	
	

	
	
	
	
	
	
	

	GOV 
	0.411755
	0.729142
	0.761952
	1.000000
	
	

	
	2.166926
	5.109641
	5.642386
	----- 
	
	

	
	0.0408
	0.0000
	0.0000
	----- 
	
	

	
	
	
	
	
	
	

	FRA 
	0.063691
	0.008502
	-0.093380
	-0.200215
	1.000000
	

	
	0.306071
	0.040774
	-0.449800
	-0.980044
	----- 
	

	
	0.7623
	0.9678
	0.6571
	0.3373
	----- 
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Source: Eview
The correlation table 2 showed important background information. The positive and statistically significant relationship between OPMR and environmental disclosure was found (r= 0.63, p= 0.01), which means that the better the level of environmental reporting of the firm, the better the operational results. Other moderate links between social (r 0.43, p 0.05) and governance (r 0.41, p 0.05) disclosures and OPMR also existed.  
Firm age, on the other hand, had a weak and statistically non-significant relationship with operational performance (r = 0.06, p >0.70), indicating that the maturity of a firm does not automatically equate with increased efficiency in a situation where there are no active sustainability practices.



Table 3	Regression Results 
	Dependent Variable: OPMR
	
	

	Method: Panel Least Squares
	
	

	Date: 09/23/25   Time: 15:21
	
	

	Sample: 2019 2023
	
	

	Periods included: 5
	
	

	Cross-sections included: 5
	
	

	Total panel (balanced) observations: 25
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	C
	0.073655
	0.093118
	0.790979
	0.4382

	ENV
	0.042998
	0.030173
	1.425044
	0.1696

	SOC
	-0.029822
	0.054485
	-0.547355
	0.5902

	GOV
	0.052772
	0.051256
	1.029592
	0.3155

	FRA
	-0.002511
	0.001173
	-2.140735
	0.0448

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.504054
	    Mean dependent var
	0.086364

	Adjusted R-squared
	0.404865
	    S.D. dependent var
	0.137261

	S.E. of regression
	0.105890
	    Akaike info criterion
	-1.475968

	Sum squared resid
	0.224255
	    Schwarz criterion
	-1.232193

	Log likelihood
	23.44960
	    Hannan-Quinn criterion.
	-1.408355

	F-statistic
	5.081741
	    Durbin-Watson stat
	2.900817

	Prob(F-statistic)
	0.005438
	
	
	

	
	
	
	
	

	
	
	
	
	


Source:Eview
Table 3 shows several pooled regression and random effects estimates, which indicate that environmental reporting (b = 0.043, p = 0.17) and governance reporting (b = 0.053, p = 0.32) had positive but statistically non-significant impacts on OPMR. By comparison, social reporting also showed a negative, albeit insignificant, impact (b -0.030, p -0.59). It is important to note that firm age had a negative and statistically significant impact (b -0.0025, p < 0.05), which suggests that older firms are less efficient in their operation. The overall test value was moderate (R² ≈ 0.50), and the F- value was significant at the 1 per cent level, which means that the model accounts for almost half of the range of operational performance.
Table 4	: Hausman Test

	Correlated Random Effects - Hausman Test
	

	Equation: Untitled
	
	

	Test cross-section and period random effects
	

	
	
	
	
	

	
	
	
	
	

	Test Summary
	Chi-Sq. Statistic
	Chi-Sq. d.f.
	Prob. 

	
	
	
	
	

	
	
	
	
	

	Cross-section random
	0.000000
	4
	1.0000

	Period random
	0.000000
	4
	1.0000

	Cross-section and period random
	0.000000
	3
	1.0000

	
	
	
	
	

	
	
	
	
	


Source:Eview
The Hausman test gave a chi-square value of 0.000 at a probability of 1.000, which means that there was no systematic difference between the fixed and random estimates of effects. The random effects model is therefore more statistical; however, the fixed effects estimates give more information on the within-firm variations.
Discussion of Findings
The results of the present research shed light on a subtle correlation between sustainability reporting and operational performance in the oil and gas industry in Nigeria. There was a positive, albeit statistically insignificant, relationship between environmental reporting and operating margin, indicating that, despite such practices possibly strengthening reputation and enhancing the trust of stakeholders, their direct effect on efficiency is rather poor. This finding is consistent with the results of Nkak et al. (2025), who found that green reporting had a weakly positive and insignificant impact on the market value of oil and gas companies in Nigeria, and with those of Korola and Korola (2023), who also found that there was a low and insignificant positive influence of environmental reporting on Nigerian banks. Compared to these, Sunny and Apsara (2024) found a major enhancement of the financial performance after the disclosure of environmental performance in Bangladesh, and Yazid, Ahmed, Samuel, Nasiru, and Umar (2021) reported a major positive impact of environmental reporting on the ROA in the oil and gas companies of Nigeria. These differences in results highlight the context specificity of environmental reporting: in a context where there are strong authorities in place that actively enforce institutional rules and regulations, one can realize tangible benefits of such reporting; in Nigeria, however, the operational usefulness of such reporting is limited by poor compliance frameworks and incomplete disclosures.
Social reporting is a critical dimension, and it has a negative and statistically significant impact on the performance of the operations in the fixed effects model. The implication here is that corporate social responsibility activities such as community projects and employee welfare programmes can destroy operating margins in the short term by increasing cost. This fact supports the conclusions made by Korolo and Korolo (2023), who reported the presence of the substantial negative correlation between social reporting and the bank performance in Nigeria, and is consistent with the statements of Tomomewo, Rojugbokan, Adegbie, and Ajibade (2022), who stated that sustainability reporting was not viewed as core to the financial success of the Nigerian banks. On the other hand, the outcome is different with other research, including Umar, Mustapha, and Yahaya (2021), who indicated positive impacts of social and environmental reporting in oil and gas consumer-Goods companies, and Lucy, Ime, and Agnes (2023), who concluded that social, health, and safety reporting had a significant positive impact on return on capital used in oil and gas companies. These contradictions indicate the differences between industries: in industries with intensive regulation and capital structure, such as oil and gas, the expenses of CSR can be greater than the short-term gains, and in consumer-focused industries, social projects could directly enhance the performance in the market.
There was a positive relationship between governance reporting and operating margin, but this was statistically not significant, meaning that firms that report on their governance structures have not so far found a way of converting such practices into quantifiable operational advantages. The trend is consistent with Atanda, Osemene, and Ogundana (2021), who established that there was no significant effect on the sustainability index on the value of a firm in Nigerian banks, and with Herbert, Nwaorgu, Onyilo, and Iormbagah (2020), who established that upstream oil and gas companies in Nigeria reported little information about climate-related risks and effects on the economy. In comparison, the approach of governance reporting was more effective in other settings, such as in the case of Mohammad, Alaa, Ayman, and Mohammad (2020), who reported a positive relationship between governance disclosures and firm performance in Jordan. The irrelevance of governance reporting in the Nigerian scene thus indicates that although structures are in place, their level of depth and credibility is still wanting to contribute to the effectiveness of the operations.
The results of firm age were mixed: it was negative in both the pooled and random effects estimates, but was positive in fixed effects estimation. This tendency suggests that there is a tendency that the older the firms, the more structurally inefficient they tend to be, but, when the firm-specific features are incorporated, experience and accrued resources improve the results of operations. The duality is reminiscent of the previous research, as Ofoegbu and Asogwa (2020) had found weak effects of reporting on consumer-goods companies, and Lucy, Ime, and Agnes (2023) had claimed that a standardized sustainability index can assist in transforming experience into high performance in oil and gas firms. What it means is that age itself is not the determinant of efficiency but instead how companies use maturity to influence the sustainability practices is of utmost importance.
Generally, the research supports the idea that there is a dimension and context-specific relationship between sustainability reporting and the performance of the firm. Environmental and governance reporting relate well, but send positive, albeit, weak messages whereas social reporting seems to have costs that reduce short-term operational efficiency. These results are added to the literature because it goes beyond analyzing financial performance to operational performance, indicating that in the oil and gas industry of Nigeria, sustainability reporting is a developing issue that has not brought any tangible efficiency benefits yet.
Conclusion and Recommendation
This paper arrives at the conclusion that sustainability reporting is not a powerful indicator of operational performance at the oil and gas companies in Nigeria. Although environmental and governance disclosures show positive directional results, they are not statistically significant, indicating a low relationship between sustainability transparency and efficiency results in the short run. The effect of social reporting is however, statistically significant on the operating margin with a negative impact and the trade-off between spending on corporate social responsibility and short-term profitability.
The effects of firm age on operational efficiency were observed to be mixed in the way that although maturity might negatively impact the initial performance because of the bureaucratic inefficiencies, in the long-term, operational stability, and profitability could increase with experience accumulation given that firm-specific characteristics are considered. The general evidence suggests that as much as ESG disclosure is being increasingly practiced it is not yet yielding any substantial short term operational advantages in the oil and gas industry of Nigeria. The research suggests that companies should stop making narrative reporting and should use quantifiable environmental metrics, including greenhouse emission levels, energy performance, and waste-management metrics. The Nigerian Exchange Group (NGX) and agencies like the SEC and DPR should impose uniform disclosure of the ESG standards in accordance with either GRI or IFRS S1/S2 guidelines.
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