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ABSTRACT

	Aims: This study investigated the effect of corporate governance mechanisms on sustainability reporting among listed insurance firms in Nigeria.
Methodology: The study employed correlational and causal research design. The population of the study covered twenty-two (22) listed insurance firms in Nigeria. The study utilized secondary data obtained from firms’ annual reports for the period of 2013 – 2023, yielding 220 firm-year observations. The System Generalized Method of Moments (GMM) estimation technique was applied to address potential endogeneity, heteroscedasticity, and firm-specific effects.
Results: Descriptive analysis revealed a low mean level of sustainability reporting (mean = .7272), indicating limited disclosure practices across Nigerian insurance firms. The correlation analysis showed weak but positive associations between board director reputational capital (BDRC) and sustainability reporting (r = .045), and a weak negative relationship with board director’s nationality (BNAT) (r = -.106). The regression results indicated that lagged sustainability reporting (SR–1) was positive and significant (β = .161; t = 5.317; P < .001), suggesting persistence in disclosure behaviour. BDRC had a strong and significant positive effect on sustainability reporting (β = 9.720; t = 6.104; P < .001), while BNAT had a negative and significant impact (β = –0.029; t = –1.328; P < .001). Among the environmental control variables, total greenhouse gas emissions (TGHGS) showed a significant positive relationship (β = 5.268; P = .003), whereas renewable energy consumption (RENG) was negative and insignificant (β = -.920; p = .674).
Conclusion: The study concluded that board reputational quality significantly enhances sustainability disclosure, while foreign board representation may not translate into improved reporting within the Nigerian context.
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1. INTRODUCTION

Sustainability reporting in organizations plays a crucial role in ensuring transparency and accountability regarding environmental, social, and governance (ESG) practices (Agama & Zubairu, 2022). In the context of insurance firms, such reporting does not only strengthen stakeholder trust but also enhances the firms' ability to meet regulatory requirements and respond to increasing demands for corporate social responsibility (Dagunduro et al., 2024). Insurance firms are uniquely positioned to drive sustainability through risk management practices, making effective sustainability reporting essential for long-term value creation and corporate resilience (Meral et al., 2025). However, despite the growing recognition of its importance, many insurance firms in Nigeria still face challenges in adopting comprehensive sustainability reporting practices (Sani eet al., 2022). Research into improving sustainability reporting in these firms is therefore necessary to identify barriers, best practices, and governance mechanisms that can foster better compliance with global reporting standards and promote sustainable business operations (Osasona et al., 2021; Owolabi & Okulenu, 2020).
Oyerogba et al., (2024) stressed that for a company to report adequately on sustainability initiatives, there is the need for a strong corporate governance mechanism. In this regard, the relationship between corporate governance mechanisms and sustainability reporting is increasingly acknowledged as a crucial factor for long-term corporate success and risk management. Good corporate governance practices are a foundation for credible sustainability reporting (Bataller-Grau, 2025). This is because governance structures and processes shape the decision-making that ultimately drives a company's sustainability reporting. Furthermore, the integration of corporate governance mechanisms with sustainability reporting is critical for the development of sustainable business practices. The relationship between board of director’s nationality and sustainability reporting in listed insurance firms has attracted significant academic attention in recent years. Boards with internationally diverse directors are believed to bring a range of perspectives and experiences that can enhance corporate sustainability practices (Lewa et al., 2024; Musa & Abdulsalam, 2023). For instance, Dobija et al. (2023) found that the international orientation of supervisory board members positively influenced the scope of non-financial disclosures, suggesting that directors with international experience contribute to broader sustainability reporting. ​In the African context, Erin and Ackers (2024) examined firms in sub-Saharan Africa and reported that the combination of corporate boards and external assurance positively impacts sustainability reporting practices. Similarly, Uwaifo and Okoh (2024) focused on Nigerian banks and discovered that board nationality diversity has a significant positive relationship with sustainability reporting, indicating that the presence of foreign directors enhances disclosure practices. These findings suggest that national diversity within corporate boards can lead to more comprehensive sustainability reporting, as directors from various national backgrounds may introduce diverse viewpoints and expertise that promote transparency and accountability.
Board of director’s reputation refers to the value of a company or individual's reputation in terms of public perception (Okpamen & Ogbeide, 2020). Reputation capital of board director can affect stakeholders' decisions and overall company success. It is a form of intangible asset that reflects the perceived value of an individual's or entity's standing among stakeholders, based on past actions and expected future behaviour (Okpamen & Ogbeide, 2020). For board directors, this capital derives from their career achievements, ethical records, and professional conduct, thus influences their capacity for sustainability reporting. The reputation of board of directors can be a significant driver of such practices, with their personal and professional standing potentially affecting their approach to governance and sustainability issues (Khalaf, 2024).
1.1 Objectives of the Study
To determine the relationship between board director reputational capital and sustainability reporting of listed insurance firms in Nigeria.
To assess the influence of board director nationality on sustainability reporting of listed insurance firms in Nigeria.
1.2 Research Hypotheses
H01: Board director reputational capital has no significant relationship with sustainability reporting of listed insurance firms in Nigeria
H02: Board director nationality does not significantly influence sustainability reporting of listed insurance firms in Nigeria
2.0 LITERATURE REVIEW
2.1 Conceptual Review
2.1.1 Corporate Governance Mechanism
Corporate governance mechanisms are systems, principles, and processes by which companies are directed and controlled, especially on daily basis (Savitri & Suhari, 2023). They provide a framework for attaining a company's objectives and it encompasses practically every sphere of management, from action plans and internal controls to performance measurement and corporate disclosure (Nafiu et al., 2024). These mechanisms are designed to ensure that stakeholders' interests are protected, and the company operates efficiently and ethically. Corporate governance mechanisms are segmented into two, namely, internal corporate governance mechanisms and external corporate governance mechanisms (Urban, 2019).  Internal corporate governance mechanisms mainly relate to shareholder models, incorporating board of directors, audit committee and management structures (Urban, 2019). The external corporate governance mechanism concern stakeholder model. Both the internal and external corporate governance mechanisms oversee the company's management to ensure that shareholder interests are protected (Urban, 2019). For instance, a diverse and independent board of directors ensures that the company's management acts in the best interests of its shareholders and stakeholders (Khatri et al., 2025). A specialized committee oversees the financial reporting process, internal controls, and audit processes. Effective management structures help in aligning the interests of managers with those of the shareholders. External corporate governance mechanisms include but not limited to market for corporate control, regulatory framework and institutional factors (Danescu et al., 2021). 
2.1.2 Board Director Nationality
Board nationality is one of the characteristics of the board of directors in a quoted company. It attracts and intertwines with other characteristics of the board of directors (Martin & Herrero, 2018).  Board director nationality provides management with prestige, visibility, commercial networking and contracts. In the context of global business, the composition of company boards has significant implications for policy and practice, especially in sustainability reporting. Chen et al. (2024) stated that board director nationality has the capacity to enhance the quality of decision-making in firms by bringing in diverse perspectives and experiences. This diversity leads to more comprehensive sustainability strategies that are culturally inclusive and globally informed. According to Naim and Alomair (2024), firms with international board members are more likely to be exposed to global sustainability practices and standards. These directors may push for more rigorous sustainability reporting to align with international expectations and regulatory pressures from their home countries. 

2.1.3 Board Director Reputational Capital
Board director’s reputational capital refers to the collective esteem or regard in which a director is held, based on past actions and credibility in fulfilling stakeholder expectations (Okpamen & Ogbeide, 2020). It acts as a strategic asset for directors, influencing their ability to secure resources, foster stakeholder trust, and guide corporate governance practices. The make-up of a board, including the presence of experienced and reputable directors, is crucial in fostering a culture of transparency and accountability within a firm. Reputable directors are associated with higher ethical standards and a commitment to corporate governance best practices (Fredriksson et al., 2020). This, in turn, influences the extent and quality of sustainability reporting. Reputational capital serves as an asset for firms, particularly in the insurance industry where trust is paramount. Directors with significant reputational capital are more likely to support sustainability initiatives that enhance the firm's long-term value and mitigate risks. This is because reputationally strong directors are often more concerned with the long-term impacts of their decisions, recognizing that robust sustainability reporting can lead to improved corporate image and stakeholder relations (Okpamen & Ogbeide, 2020). 
2.1.4 Sustainability Reporting
Sustainability reporting involves the disclosure of environmental, social and corporate-governance information alongside traditional financial data (Agama & Zubairu, 2022). It enables stakeholders to assess how organisations manage long-term risks and opportunities arising from issues such as climate change, workforce well-being, community relations and governance structures (Barker, 2025). In the context of listed insurance firms in Nigeria, sustainability reporting is especially important because these firms face multiple stakeholder expectations, regulatory changes and significant exposure to ESG-related risks. Insurance companies operate by underwriting risks and investing premiums in financial markets; as such, transparency in their ESG disclosures helps demonstrate resilience and sound governance. Empirical evidence from Nigeria found that among listed Nigerian insurance firms social sustainability performance had a positive and significant effect on profitability, while environmental sustainability had a negative and significant effect (Yahaya & Alkasim, 2021). This highlights how stakeholders may reward social dimensions of sustainability even as environmental practices may impose higher costs in the short term. Sani et al. (2022) found that while social disclosures were substantial, environmental disclosures lagged in the Nigerian insurance sector. Key challenges included limited planning, insufficient resources, unclear governance policies and weak accountability (Sani et al., 2022). This suggests that while the intention to report exists, implementation and depth of reporting vary. Given the evolving regulatory environment in Nigeria and increasing global focus on ESG factors, sustainability reporting allows insurance firms to build stakeholder trust, manage risk proactively, and align their business models with sustainable development imperatives. It also enhances the strategic credibility of insurance firms in the eyes of investors and regulators.
2.2 Theoretical Framework
The Stakeholder Theory, introduced by Freeman (1984), provides a framework that expands the traditional view of corporate responsibility beyond shareholders to encompass a broader network of parties who are affected by an organisation’s actions. It suggests that companies must balance the interests of various stakeholders, such as employees, customers, communities, regulators, and investors, to achieve long-term sustainability. According to this theory, effective corporate governance should integrate stakeholder concerns into decision-making processes, ensuring that firms act responsibly and transparently. This idea aligns closely with sustainability reporting, which is designed to communicate how organisations manage their environmental, social, and governance (ESG) responsibilities in relation to stakeholder expectations (Xu et al., 2024).
The theory provides a foundation for examining how board characteristics influence sustainability reporting. Directors with high reputational capital often strive to protect their credibility by promoting ethical behaviour and comprehensive disclosure practices that satisfy stakeholder information needs (Khuong et al., 2021; Siddiqui et al., 2023). Similarly, a board with diverse national backgrounds may possess a wider understanding of international standards and stakeholder demands, encouraging improved sustainability reporting practices (Sundarasen et al., 2024). In the Nigerian insurance sector, where stakeholders increasingly demand accountability and transparency, the theory underscores how governance practices shape sustainability communication. The theory helps to understand how governance attributes influence sustainability reporting among listed insurance firms in Nigeria. The reputational capital of board members motivates them to uphold their public image through credible and transparent sustainability disclosure, while nationality diversity brings varied ethical perspectives and enhances responsiveness to global stakeholder expectations (Hameed et al., 2023; Santoso et al., 2025; Sundarasen et al., 2024). This theory, therefore, provides a conceptual lens through which the relationship between board characteristics and sustainability reporting can be understood. It explains that the more governance mechanisms reflect stakeholder-oriented values, the more likely firms are to disclose sustainability information that builds trust and ensures long-term legitimacy within the competitive Nigerian insurance industry.
2.3 Empirical Review
Abdelkader & Gao (2023) examined firms listed on the Johannesburg Stock Exchange (2015 - 2020) using system-GMM panel estimation to assess the effect of board nationality diversity (BND) on ESG scores. They found that BND positively affects ESG disclosure, and that foreign ownership moderates/enhances this effect, supporting the idea that internationally diverse boards bring reputation and legitimacy channels to bear. Moran-Muñoz et al. (2024) studied European listed firms and assess how board gender and nationality diversity impact corporate human-rights performance (CHRP) and disclosure. They used panel regression controlling for cross-country institutional differences and found that nationality diversity is positively related to CHRP/disclosure, but that the strength of the effect depends on institutional rigidity. Although some studies focus more on nationality diversity and firm performance rather than sustainability disclosure, their implications are relevant. For example, Zvinowanda et al. (2024) examined board nationality diversity and shareholder value creation in South African non‐financial firms (2013–2022) utilising fixed-effects and curvilinear models; although not focused on sustainability reporting per se, the findings illustrate that foreign directors’ influence is non-linear and context‐dependent. This suggests that the relationship between nationality and firm outcomes (including SR) may also be non‐linear and contingent (Zvinowanda et al., 2024).
Rivo-López et al. (2025) highlighted nationality diversity as one of the less-studied but promising dimensions influencing sustainability disclosure, particularly in emerging markets where internationalisation of boards signals greater governance sophistication and access to best practices. Sundarasen (2024) also identified nationality diversity as an “emerging frontier” in board‐disclosure research and points out that measurement inconsistency and sample heterogeneity (industry, geography) weaken comparability across studies.
Recent research suggests that the reputational capital of board directors, manifested for example in multiple directorships, network ties, or high-profile governance roles, can influence a firm’s sustainability reporting practices, although the nature and direction of the effect vary. For example, Bravo-Urquiza and Reguera-Alvarado (2025) examine firms listed in Spain (2011–2017) using regression and robustness checks to ask: do directors with multiple board seats (i.e., “busy” directors) encourage substantive sustainability strategies or mere signalling via enhanced ESG disclosure? They found that while multiple directorships are associated with higher ESG reporting (web-accessibility of ESG information) the evidence does not show corresponding improvements in actual ESG commitment or performance, suggesting a symbolic rather than substantive effect of reputational capital (Bravo-Urquiza & Reguera-Alvarado, 2025).
Khalaf (2024) uses panel data and found that board characteristics associated with higher governance quality are positively linked with adoption of sustainability reporting. This implies that firms whose boards contain high-reputation governance attributes are more likely to engage in reporting practices. Additionally, Piñeiro-Chousa et al. (2025) reported that while director experience is positively associated with ESG rankings, the inclusion of heavily multi-board-seated directors (i.e., very busy directors) weakens the positive effect, indicating that reputational capital may turn into over‐commitment or distraction. Sundarasen (2024) provides a global synthesis of board diversity and ESG reporting, noting that human and social capitals of directors (expertise, networks) repeatedly surface as antecedents of sustainability disclosure, though the studies differ in measurement and context. The review emphasises that reputational capital is multi‐faceted and the effects depend significantly on country institutional context and sector industry-sensitivity. Another useful contribution is Tham et al. (2025), who focus on carbon reduction initiatives and board multiple directorships in a large sample. Using moderating interaction models, they show that long-tenured board members with multiple directorships are positively associated with carbon reduction initiatives (a substantive outcome) rather than disclosure alone. Their method uses moderating variables in panel regression with robustness checks for endogeneity. The key takeaway is that reputational capital (via multiple directorships) may translate into substantive sustainability action, but only under certain conditions (Tham et al., 2025).
In essence, the studies reveal two key governance‐drivers of sustainability reporting: board directors’ reputational capital and board nationality diversity. Importantly, while there is broad evidence across sectors, there is relatively little investigation in the specific context of insurance firms in emerging markets such as Nigeria; even fewer studies disentangle reputational capital and nationality diversity simultaneously and then link them to sustainability reporting rather than only ESG performance or financial outcomes
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Figure 1: Conceptual Framework of the Study
3. METHODOLOGY

This study adopted a correlational and causal research design to examine the effect of corporate governance mechanisms (board director nationality and board director reputational capital) on the sustainability reporting of listed insurance firms in Nigeria. The population of the study comprised all twenty-two (22) insurance firms listed on the Nigerian Exchange Group (NGX). The study relied exclusively on secondary data obtained from the annual financial statements of the sampled firms and from the World Development Indicators (WDI). The data covered a ten-year period (2014–2023). Data was analyzed using both descriptive and inferential statistical techniques. Descriptive statistics summarized the characteristics of the variables, while Pearson correlation analysis was used to examine the degree of association among them. The inferential analysis was conducted using the system Generalized Method of Moments (GMM) estimator. The Variance Inflation Factor (VIF) was used to detect multicollinearity among the explanatory variables, while the ARCH and Wooldridge tests were used to assess heteroskedasticity and serial correlation, respectively. In addition, the Levin, Lin and Chu panel unit root test was conducted to ascertain the stationarity of the variables, thereby preventing spurious regression results. The study’s model was adapted from Aifuwa et al. (2022) and modified to incorporate board director nationality and board director reputational capital as indicators of corporate governance mechanisms. Greenhouse gas emissions and energy consumption served as control factors. The functional form of the model is specified as follows:
Where:
· = Sustainability Reporting
· = Board Director Reputational Capital
· = Board Director Nationality
· = Greenhouse Gas Emissions 
·  = Energy Consumption
· = Error term
Sustainability reporting was measured using environmental, social, and governance (ESG) disclosure items based on a binary content analysis (1 = presence, 0 = absence) following Ali et al. (2025). Board director nationality was proxied as the proportion of foreign directors to total directors (Hahn & Lasfer, 2016), while board director’s reputational capital was measured as the total compensation earned by directors across all their directorships (Fredriksson et al., 2020). Control variables included greenhouse gas emissions, and renewable energy consumption percentage.

4. RESULTS AND DISCUSSIONS

4.1 Descriptive Analysis

Table 1. Descriptive statistics of the Study’s Variables
	
	SR
	BDRC
	BNAT
	TGHGS
	RENG

	 Mean
	 0.7272
	 19921
	 16.437
	 0.6352
	 143.85

	 Median
	 0.0000
	 18347
	 13.215
	 0.6400
	 143.91

	 Maximum
	 30.000
	 54937
	 55.230
	 0.6700
	 143.97

	 Minimum
	 0.0000
	 14512
	 0.0700
	 0.5900
	 143.62

	 Std. Dev.
	 2.5135
	 78994
	 11.874
	 0.0252
	 0.1132

	 Skewness
	 9.5092
	 1.4293
	 0.7319
	-0.5777
	-1.1634

	 Kurtosis
	 101.08
	 6.2143
	 3.0354
	 2.4718
	 2.8944

	 Jarque-Bera
	 91507
	 169.62
	 19.654
	 14.798
	 49.738

	 Probability
	 0.0000
	 0.0000
	 0.0000
	 0.0006
	 0.0000

	 Sum
	 160.00
	 43828
	 3616.1
	 139.75
	 31648

	 Sum Sq. Dev.
	 1383.6
	 1.3700
	 30878
	 0.1398
	 2.8089

	 Observations
	 220
	 220
	 220
	 220
	 220


Source: Computed from E-view 13.0 Version

Table 1 presents the descriptive statistics of the study’s variables, including Sustainability Reporting (SR), Board Director Reputational Capital (BDRC), Board Director Nationality (BNAT), Total Greenhouse Gas Emissions (TGHGS), and Renewable Energy Consumption (RENG). The mean value of sustainability reporting (SR) is .7272, indicating a generally low level of sustainability disclosure among listed insurance firms in Nigeria. The high standard deviation (2.51) and large gap between the mean and maximum values suggest considerable variation in disclosure practices across firms. Board director’s reputational capital (BDRC) recorded a mean of ₦19,921, with values ranging between ₦14,512 and ₦54,937, implying substantial differences in the directors’ reputational standing and compensation structures among firms. Similarly, board director nationality (BNAT) has a mean of 16.44%, signifying that on average, foreign directors make up a small proportion of board members, though some firms have significantly higher foreign representation (maximum = 55.23%).
For the control variables, total greenhouse gas emissions (TGHGS) exhibit a mean of .6352 with minimal dispersion (SD = .0252), while renewable energy consumption (RENG) has a relatively stable mean of 143.85, indicating consistency in environmental performance metrics across the firms. The skewness and kurtosis values reveal that most variables are not normally distributed, as confirmed by the Jarque-Bera test probabilities (p < .05). This non-normality supports the choice of robust estimation techniques such as the System GMM, which effectively handles deviations from normal distribution and potential endogeneity in panel data.



4.2 Correlation Matrix Analysis

Table 2 displays the correlation coefficients among the study variables. The result reveals a weak positive relationship between board director’s reputational capital (BDRC) and sustainability reporting (SR) (r = .045), suggesting that firms with directors who possess higher reputational standing may engage slightly more in sustainability disclosure. This aligns with Stakeholder Theory, which posits that firms respond to stakeholder expectations by enhancing transparency and accountability, particularly when board members’ reputations are at stake. In contrast, board director nationality (BNAT) exhibits a weak negative association with SR (r = -.106), indicating that the inclusion of foreign directors does not necessarily enhance sustainability reporting practices within Nigerian insurance firms. This may reflect contextual differences in governance practices, as foreign directors may face institutional and regulatory limitations in influencing disclosure behaviour. The environmental control variables, total greenhouse gas emissions (TGHGS) and renewable energy consumption (RENG), show negligible correlations with SR (r = .030 and -.078, respectively). These weak associations suggest that environmental performance is not a strong determinant of sustainability disclosure among the sampled firms. Therefore, the low correlation coefficients suggest minimal multicollinearity and underscore that sustainability reporting in Nigeria’s insurance sector is influenced by complex institutional and stakeholder dynamics rather than simple board composition metrics.

Table 2. Correlation Matrix Result
	
	SR
	BDRC
	BNAT
	TGHGS
	RENG

	SR
	1
	
	
	
	

	BDRC
	0.045
	1
	
	
	

	BNAT
	-0.106
	-0.063
	1
	
	

	TGHGS
	0.030
	0.045
	0.039
	1
	

	RENG
	-0.078
	-0.014
	-0.046
	0.254
	1


Source: Computed from E-view 13.0 Version
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4.3 Panel Unit Root Test Analysis

Table 3 presents the Levin-Lin-Chu (LLC) panel unit root test results for the study variables. The findings show that all variables are stationary either at level, I(0), or after first differencing, I(1). Specifically, sustainability reporting (SR) became stationary after first differencing, while board director’s reputational capital (BDRC), board director nationality (BNAT), total greenhouse gas emissions (TGHGS), and renewable energy consumption (RENG) were stationary at level, as indicated by their significant probability values (p < 0.05). The stationarity of the variables implies that the data are free from stochastic trends and suitable for dynamic panel estimation. This validates the use of the System Generalized Method of Moments (GMM), which assumes no perfect persistence in the series and efficiently handles mixed integration orders. From a Stakeholder Theory perspective, the stability of these governance and sustainability variables suggests consistent patterns of disclosure and board characteristics among Nigerian insurance firms over time. This reflects firms’ ongoing, though varied, responses to stakeholder demands for accountability and sustainable performance.






Table 3. Levin-Lin- Chiu Panel Unit Root Test Analysis  
	Variables
	Adjusted-t Statistics Value
	Probability Value
	Remarks

	SR
	6.9177
	0.0000
	1(1)

	BDRC
	8.3083
	0.0000
	1(0)

	BNAT
	6.0695
	0.0000
	1(0)

	TGHGS
	17.451
	0.0000
	1(0)

	RENG
	8.7384
	0.0000
	1(0)


Source: Author’s Computation, 2025

4.4 Multi-collinearity Test

Table 4 presents the multicollinearity test results based on the Variance Inflation Factor (VIF). The centered VIF values for all explanatory variables: board director nationality (BNAT), board director reputational capital (BDRC), total greenhouse gas emissions (TGHGS), and renewable energy consumption (RENG), range between 1.02 and 1.10, well below the conventional threshold of 10. This indicates the absence of multicollinearity among independent variables. Hence, each variable contributes unique explanatory power to the model without overlapping effects. The low VIF values confirm that the model is statistically stable and that the estimated coefficients are reliable for inference. 

Table 4. Muli-collinearity Test Result
	S/N
	Variables
	Coefficient Variance
	Uncentered VIF
	Centered VIF 

	1. 
	BNAT
	293.74
	3.046
	1.041

	2
	BDRC
	120.00
	7.562
	1.023

	3
	TGHGS
	43712
	6.854
	1.078

	4
	RENG
	2.4240
	1.785
	1.101


Source: Computed from E-view 13 Software, 2025

4.5 Heteroscedasticity Test Results

The heteroscedasticity test result in Table 5 shows an F-statistic probability value of .0739 and an Obs*R-squared probability of .0015. While the F-statistic indicates mild evidence of variance instability, the significant Chi-square probability suggests the presence of heteroscedasticity in the model. Given this outcome, robust estimation techniques such as the System GMM were employed to correct for heteroscedasticity and produce consistent standard errors. From a Stakeholder Theory standpoint, the variability in firms’ disclosure behaviour could reflect differing levels of responsiveness to stakeholder pressure and governance quality across the insurance industry. Correcting for heteroscedasticity therefore ensures that the analysis accurately captures these firm-specific dynamics in sustainability reporting practices.

Table 5. Heteroscedasticity Test Result
	F-statistic
	Chi-Square Prob. Value

	1.9516
	0.0739

	Obs*R-squared
	Chi-Square Prob. Value

	11.464
	0.0015


Source: Author’s Computation, 2025.


4.6 Model Regression Results

Table 6 presents the results of the System Generalized Method of Moments (GMM) estimation, which accounts for endogeneity and firm-specific effects. The coefficient of the lagged dependent variable, SR (-1), is positive and highly significant (β = .161; t = 5.317; P < .001), indicating that sustainability reporting behaviour among listed insurance firms in Nigeria is persistent over time. This implies that firms that previously engaged in disclosure are more likely to continue such practices, reflecting institutional continuity and responsiveness to stakeholder expectations for ongoing transparency. Board director’s reputational capital (BDRC) shows a strong positive and statistically significant influence on sustainability reporting (β = 9.720; t = 6.104; P < .001). This finding suggests that directors with higher reputational standing drive greater sustainability disclosure, likely to safeguard their professional credibility and maintain legitimacy before investors, regulators, and the public. In line with Stakeholder Theory, such directors act as reputational stewards who enhance corporate accountability and align reporting practices with stakeholder interests.
Conversely, board director nationality (BNAT) exhibits a negative and significant relationship with sustainability reporting (β = -.029; t = -1.328; P < .001), implying that a higher proportion of foreign directors does not necessarily improve disclosure quality. This may reflect contextual and institutional barriers in the Nigerian business environment, where foreign directors may have limited influence over local governance practices or compliance frameworks. Regarding the control variables, total greenhouse gas emissions (TGHGS) have a positive and significant effect (β = 5.268; P = 0.003), suggesting that firms with greater environmental impact tend to disclose more sustainability information as part of a legitimacy-seeking strategy. Renewable energy consumption (RENG) shows a negative but statistically insignificant coefficient (β = -0.920; P = 0.674), indicating that energy performance improvements alone may not directly translate into enhanced disclosure practices.
The J-statistic (45.91) with a significant probability value (P < .001) confirms the overall validity and robustness of the instruments used in the GMM estimation. Collectively, these findings highlight that corporate governance mechanisms, particularly reputational capital, play a crucial role in shaping sustainability disclosure among Nigerian insurance firms. This supports Stakeholder Theory’s assertion that firms respond to diverse stakeholder pressures through governance-driven transparency and responsible reporting behaviour.
Table 6. GMM Results
	Variables
	Coefficient Values
	T-Statistics
	Prob 

	SR (-1)
	0.161
	5.317
	0.000

	BDRC
	9.720
	6.104
	0.000

	BNAT
	-0.029
	-1.328
	0.001

	TGHGS
	5.268
	0.708
	0.003

	RENG
	-0.920
	-0.425
	0.674

	J-statistic 
	45.91
	
	

	Prob (J-statistic)
	0.000
	
	


Source: Computed from E-view 13 Software, 2025

4.7 Discussion of Findings

The findings of this study provide a comprehensive understanding of how corporate governance mechanisms and environmental performance influence sustainability reporting among listed insurance firms in Nigeria. The results reflect the growing but uneven integration of sustainability principles within the Nigerian corporate landscape and align closely with the theoretical underpinnings of Stakeholder Theory, which emphasizes the firm’s accountability to diverse stakeholder groups through transparent reporting practices.
The descriptive analysis revealed that the average level of sustainability reporting (mean = .7272) remains relatively low among Nigerian insurance firms, suggesting that sustainability disclosure is still in its formative stage. This is consistent with the findings of Uwuigbe et al. (2018) who both observed that despite increasing global attention on sustainability, Nigerian firms, particularly in the financial and insurance sectors, exhibit limited disclosure, largely driven by voluntary compliance rather than regulatory enforcement. The high standard deviation in sustainability reporting further indicates considerable disparities across firms, which may stem from variations in board composition, firm size, and exposure to external stakeholder pressures. Similarly, the descriptive results showed that while directors’ reputational capital varies widely, the proportion of foreign directors remains relatively low (mean = 16.44%), pointing to limited international participation in corporate governance within the Nigerian insurance industry.
The correlation analysis showed weak associations among the study variables, particularly a mild positive link between board reputational capital and sustainability reporting (r = .045). This suggests that foreign-national directors do not necessarily drive more ESG disclosure in Nigerian insurance firms. This contrasts with some global governance narratives but is consistent with evidence from Nigerian oil and gas firms that found nationality diversity on boards is not always positively associated with environmental disclosure (Orumwense & Osa-Izeko, 2023). It may reflect contextual barriers: foreign directors may lack local legitimacy, institutional knowledge, or influence in environments where regulatory enforcement is weak. The panel unit root test confirmed that all variables were stationary at either level or first difference, indicating that the data were suitable for dynamic estimation techniques. The stability of the variables suggests consistent reporting and governance patterns across firms and over time. The absence of multicollinearity, confirmed by the low centered VIF values (ranging from 1.02 to 1.10), further validates the independence of the explanatory variables and supports the robustness of the regression model. The heteroscedasticity test result indicated some evidence of variance instability, which justified the use of the System GMM estimator to correct for heteroscedasticity and endogeneity. 
The regression analysis showed that the lagged dependent variable (SR₍₋₁₎) was positively and significantly related to sustainability reporting (β = .161, P < .001), suggesting persistence in firms’ disclosure behaviour. This persistence is consistent with institutional learning: once firms begin reporting, they tend to continue. That finding resonates with prior work on sustainability practices in Nigeria, where long-term governance patterns and stakeholder engagement support continuity in non-financial disclosure (Elaigwu, 2024; Ngwobia & Okwara, 2025). A key finding of the study is the strong positive and significant effect of board director’s reputational capital (BDRC) on sustainability reporting (β = 9.720, P < .001). This indicates that directors with high reputational standing tend to encourage greater disclosure as part of their effort to maintain personal and institutional credibility. This finding aligns with Kilic and Kuzey (2019) and Michelon and Parbonetti (2012), who both found that reputable board members often drive firms toward ethical reporting behaviour to uphold their standing within professional and societal circles. Within the Nigerian context, this suggests that enhancing board reputation can be a key driver of improved sustainability practices, especially in an environment where regulatory enforcement remains weak and stakeholder trust must be earned through voluntary transparency. In contrast, board nationality (BNAT) had a negative and statistically significant effect on sustainability reporting (β = -.029, P < .001), suggesting that foreign directors may not necessarily enhance disclosure quality in Nigeria. This finding diverges from studies in developed markets such as Muttakin et al. (2015) and Haniffa and Cooke (2002), which reported positive effects of foreign board representation on corporate transparency. The divergence likely stems from contextual differences, while foreign directors in developed economies contribute technical expertise and global governance standards, in Nigeria, institutional challenges, cultural dissimilarities, and regulatory ambiguity may limit their effectiveness. Similar results were obtained by Okoye and Ezejiofor (2021), who found that the influence of foreign directors on governance outcomes in Nigeria is minimal due to structural and institutional weaknesses.
Among the environmental variables, total greenhouse gas emissions (TGHGS) exhibited a positive and significant impact on sustainability reporting (β = 5.268, P < .001). This implies that firms with higher environmental impact are more inclined to disclose sustainability information as a legitimacy-seeking strategy, consistent with Clarkson et al. (2008) and De Villiers and Van Staden (2011). Firms appear to disclose more when their environmental risks are visible, suggesting that disclosure functions as a reputation management tool rather than purely as a reflection of environmental performance. This aligns with Stakeholder Theory’s claim that firms act in response to stakeholder pressure to maintain legitimacy. Renewable energy consumption (RENG), however, showed a negative but insignificant effect on sustainability reporting (β = .920, P = .674). This result contrasts with findings by Liesen et al. (2015), who reported a positive relationship between renewable energy initiatives and sustainability reporting in European firms. The insignificance observed in this study may be attributed to the relatively low emphasis on renewable energy initiatives in Nigeria’s insurance sector, which is service-oriented and less dependent on energy-intensive operations. The overall significance of the J-statistic (P < .001) confirms the robustness and validity of the model instruments, further reinforcing the reliability of the results. Collectively, the findings underscore that corporate governance mechanisms, particularly directors’ reputational capital, play a vital role in driving sustainability reporting in Nigeria’s insurance industry. The evidence supports the assertion of Stakeholder Theory that firms strategically use disclosure as a tool for legitimacy, reputation management, and stakeholder engagement.
5.1 Conclusion

This study examined the effect of corporate governance mechanisms and environmental performance on sustainability reporting of listed insurance firms in Nigeria, using the System GMM estimation to address endogeneity and firm-level heterogeneity. The findings revealed that sustainability reporting among Nigerian insurance firms remains relatively low, with significant variation across firms. Board directors’ reputational capital was found to exert a strong positive and significant influence on sustainability reporting, indicating that directors with established reputations encourage greater transparency to preserve their integrity and stakeholder trust. Conversely, board nationality exhibited a negative effect, suggesting that the presence of foreign directors does not necessarily translate into improved disclosure practices within the Nigerian context—likely due to institutional and cultural differences. Moreover, environmental performance, proxied by total greenhouse gas emissions, had a significant positive impact on sustainability reporting, supporting the legitimacy motive of firms in disclosing environmental information. These findings collectively affirm the central tenets of Stakeholder Theory, which posits that firms engage in sustainability reporting to satisfy stakeholder expectations, maintain legitimacy, and build trust. The persistence of sustainability disclosure behaviour across years also highlights institutional learning and the growing recognition of non-financial reporting as a strategic communication tool within Nigeria’s corporate landscape.



5.2 Recommendations

Based on the findings, it is recommended that Nigerian insurance firms strengthen their governance structures by appointing directors with high reputational standing and proven records of integrity, as such individuals positively influence sustainability reporting and enhance stakeholder trust. The regulatory authorities, such as the National Insurance Commission (NAICOM), should reinforce corporate governance codes that emphasize ethical accountability and transparency in board selection. Firms should also adopt proactive stakeholder engagement strategies to ensure that sustainability disclosures address material social and environmental concerns rather than being symbolic. Additionally, regulatory agencies should establish clear and enforceable sustainability disclosure frameworks aligned with international best practices to ensure consistency, comparability, and transparency across firms. Furthermore, firms should integrate environmental accountability into their strategic communication, viewing sustainability disclosure as a competitive advantage rather than a compliance obligation. Finally, considering the negative influence of board nationality, organizations should provide orientation and contextual training for foreign directors to enhance their understanding of the Nigerian institutional environment and regulatory frameworks.

5.3 Contribution to Knowledge

This study contributes to the growing body of literature on corporate governance and sustainability reporting in emerging economies by providing new empirical insights into how governance and environmental factors jointly influence disclosure behaviour in Nigeria’s insurance sector. It uniquely applies the System GMM approach to control for endogeneity and firm-specific effects, thereby strengthening causal inference within the governance–sustainability nexus. Theoretically, it extends the Stakeholder Theory by demonstrating that directors’ reputational capital serves as a vital mechanism through which firms build legitimacy and respond to stakeholder demands for greater transparency. Contextually, the study adds to the limited evidence on the governance dynamics of the Nigerian insurance industry, highlighting the nuanced role of foreign directors and environmental performance indicators in driving sustainability practices. Practically, the study informs policymakers and regulatory bodies of the need to prioritize reputational governance and environmental accountability in their policy frameworks to enhance the credibility of sustainability reporting among Nigerian firms.

5.4 Limitations and Suggestions for Future Studies

This study was limited by its focus on listed insurance firms in Nigeria, which may restrict the generalization of findings to other sectors. Moreover, the study relied on secondary data, which, while reliable, may not fully capture the qualitative dimensions of governance behaviour and stakeholder influence. Future research should consider expanding the scope to include firms in other sectors, such as manufacturing and banking, to allow for cross-sectoral comparisons. Additionally, researchers could employ mixed methods by integrating interviews or content analysis of sustainability reports to gain deeper insight into the motivations and challenges behind disclosure practices. Future studies may also explore moderating variables such as institutional quality, board gender diversity, and audit committee characteristics to better understand the complex interplay between governance mechanisms and sustainability performance in emerging economies.
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