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1.  Introduction  
      The Nigerian productive environment has been grossly neglected leading to numerous negative effects on the 
existence of human beings – diseases, deaths, global warning etc. This, alongside the increase in the attention to 
environmental issues has led to drastic measures to sustain the environment and make it habitable by human and other 
natural creatures. From the international realm, there have been various United Nations conferences on the 
Environmental Development (Rio Earth Summit of 1992) on climate change.  
       Emeka-Nwokeji & Okeke (2019) observed that sustainable development is the most important issue facing 
society today. That it has been observed that some company’s activities are devastating the natural environment which 
might not only prevent future generations from meeting their own needs but also lead to end of these resources.  
       In Nigeria, the impacts of environmental degradation mostly emanate from the oil and gas industry of the 
manufacturing sector. This has also led to the enactment of various regulatory statutes such as Environmental Impact 
Assessment Act of 1992; Harmful Waste (Special Criminal Provisions etc.) Act of 1988 and Environmental Guidelines and 
Standards for the Petroleum Industry in Nigeria (EGASPN) 2002. 
      In view of these, the growing awareness on the need ‘to meeting the needs of the present generation without 
compromising the ability of future generations to meet their own needs’ (WCED,1987). These needs have been captured in 
the principle of the ‘Triple Bottom Impact’ of Economic, Social and Environmental impacts (Elkington, 1998) and involves 
incurring series of costs on the part of the stakeholders engaged in economic activities in the environment especially the 
oil and gas exploration companies. This is environmental cost. These costs are in many forms such as staff training, waste 
management, gas flaring, biodiversity etc. GRI (2013) 
      The trends of current financial reporting the world over involve incorporating the costs incurred in the firm’s 
contributions towards sustaining the environment. ‘Users of accounting information use these to measure the quality of 
the firm’s corporate governance and strategic management towards sustaining the future’. (Isa 2014). These information 
are seen in notes to the account of annual reports of companies. Ifurueze, Lydon and Bingila (2013) justify incurring 
environmental cost as a provision of framework to environmental responsibility and corporate financial performance 
thus, comparing the costs with performance. 
     Therefore, this paper makes an inquiry into the impacts of disclosing environmental costs of Waste Management, 
Pollution Control Costs, Fines and Litigation Costs for violation of environmental laws and Community Development Cost 
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on the performance of firms in oil and gas industry measured by Return on Assets. Specifically, the research tries to 
ascertain whether or not 

 Waste management cost significantly affects firm’s performance. 
 Pollution control cost significantly impacts on firm’s performance. 
 Cost of fines and litigation significantly affects performances of firms. 
 Community development costs significantly impacts on firm’s performances. 

     The assertion of this paper in their null form is that disclosure of waste management cost, pollution control cost, 
fines and litigations cost and community development costs do not significantly affect firm performance. This paper 
extends extant literature to oil and gas sector in Nigeria economy and using quantitative and qualitative environmental 
disclosures which previous Nigerian researchers have overlooked. Data were extracted from annual reports of selected ten 
firms from 2010 to 2019 through content analysis. Multiple regression analysis was employed as statistical tool of 
analysis.   
       The remainder of this paper is organized as follows. Section 2 presents a review of related literature. Section 3 
describes sources and method of collecting data, how the dependent and independent variables were measured and the 
empirical methods used to test the hypotheses. Section 4 considers the results. Section 5 concludes the study 
 
2. Review of Related Literature 
 
2.1. Environmental Disclosure 
       In the face of multiple environmental problems, responsible organizations operating in the environment tend to 
incur reasonable costs geared towards sustaining the continuity of the resources of the environment needed by future 
generations. These costs have been yardsticks for performance evaluation over corporate responsibility and now duty 
bound to be incorporated in the company’s annual reports. This is the thrust of Environmental Management System (EMS) 
Standard, which according to Hart and Ahuya (1996) is a good framework to model and environmental assessment. 
 
2.2. Firm Performance 
       The productivity and result of firms’ economic activities over a given period is measured in terms of the 
components of its financial reports anchored on results and determinants of results. Profitability ratios are used to 
measure results (profits) by ways of Return on Capital Employed, Return on Equity, Net profit Margin, Return on Assets, 
Gross Profit Margin etc. while, determinants such as share value performance can be measured in terms of Earnings Per 
Share, Dividend Yield and Price/Earnings ratios. This research uses Return of Assets. 
 
2.3. Environmental Theories 
 
2.3.1. Stakeholders Theory 
       The production and economic environment have a lot of stakeholders who derive economic gains from it. They 
have demanded and used natural resources from the environment. In return, the outfits should treat and manage the 
environment very well so that the resources would not be used up. This is one of the cardinals focuses of stakeholders’ 
theory. This research adopts the stakeholders’ theory as a useful framework because; it explains how firms handle the 
other stakeholders to their activities and the environment. 
 
2.3.2. Legitimacy Theory 
      The legitimacy theory posits on the fact that there exists a social contract between the operating corporate organization 
and the external environment in which it operates. Thus, for the environment to continue to exist and perform its own 
roles (approval, resources, growth etc.) to the firm, the firm has to perform its own side of the contract by incurring 
reasonable costs towards sustaining the environment. This research uses legitimacy in its framework. 
 
2.3.3. Polluter Pays Principles (PPP) Theory 
       This principle simply bends operators towards bearing the responsibilities of their actions. Polluting firms should 
be held responsible for the effects of their activities on the environment and be made to pay for them. This work 
incorporates PPP theory in its framework. 
 
2.4. Prior Empirical Studies  
       Prior studies on this subject in oil and gas sector of Nigeria are not many. Ngwakwe (2008) establishes a possible 
relationship between sustainable business practice and firm performance. Using a field survey methodology, a sample of 
sixty manufacturing companies in Nigeria was studied. An investigation was undertaken into the possible relationship 
between firm performance and three selected indicators of sustainable business practice: employee health and safety 
(EHS), waste management (WM), and community development (CD). This study revealed that the sustainable practices of 
the firms are significantly related with firm performance. The paper concludes that, within the Nigerian setting at least, 
sustainability affects corporate performance. 
       In a study of Gas Flaring and its implications for Environmental Accounting in Nigeria, Ayoola (2011) using a 
sample of 10 companies in the Nigerian petroleum industry found out that lack of standardized requirement for 
disclosure, political will for legislation, enforcement and the allocation of environmental costs are issues plaguing 
environmental accounting. The study used Environmental Policies, Objectives and Target; Emission Information; Negative 
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Information; and Environmental Audit. Time series data were collected from annual financial reports and economic review 
of Central Bank of Nigeria; Pearson product moment coefficient of correlation and multiple linear regression analysis with 
the aid of statistical package for social sciences (SPSS) version 22 were used to analyze the data. The econometric results 
reviewed adequate disclosure on environmental cost, compliance to corporate environmental regulations have positive 
significant effect on financial performance measures. Thus, the study recommended regulatory enforcement for adequate 
environmental cost disclosure and proper reporting for independent variables compared along their degree of variation.  
       In a study conducted by Bassey, Effiok, and Eton, (2013) that examines the impact of environmental accounting 
and reporting an organizational performance with particular reference to oil and gas companies operating in the Niger 
Delta Region of Nigeria. The study was conducted using the Pearson’s product moment correlation co-efficient. The 
elements were selected by means of random and stratified sampling technique. Data were gathered from primary and 
secondary sources. Data collected were presented using tables and analyzed using the Pearson’s product moment co 
relational analysis. It was found from the study that environmental cost has satisfied relationship with firm’s profitability. 
It was concluded that environmentally friendly firms will significantly disclose environmental related information in 
financial statements and reports. The study recommended that firms should adopt a uniform method of reporting and 
disclosed environmental issues for the purpose of control and measurement of performance and that accounting 
standards should be published locally and internationally and reviewed continually to ensure dynamism and compliance 
to meet environmental and situational needs. 
       Ifurueze, Lydon and Bingilar (2013) studying the impact of environmental cost on corporate performance: a 
study of Nigeria, used Community Development Cost (CDC), Waste Management Cost (WMC) and Employee Health and 
Safety Cost (EHSC) for independent variables and Return on Total Assets (ROTA) for dependent variable. Multiple 
regression analysis was used to evaluate data obtained from 12 sampled oil companies for a period of 12 years and 
observed that sustainable business practices significantly positively related with corporate performance. 
      Arong, Ezugwu and Egbere (2014) in a study of environmental cost management and profitability of oil sector in 
Nigeria in 70 sampled oil companies, using Value of Flared Quantity of Gas (VQGF), Value of Quantity of Gas Utilized 
(VQGU) and Value of Quantity of Oil Spilled (VQOS) for independent variables and Value of Profit of Gas Produced (PROF) 
for dependent variable. Multiple regression analytical technique revealed a significant relationship between influence of 
environmental cost management and the profitability of oil sector in Nigeria. 
       In studying corporate environmental disclosures and market value of quoted companies in Nigeria, Akinlo and 
Iredele (2014) using Tobins Q to analyze data, observed that energy policy, impact on biodiversity, award received for 
installing environmental management system (used for environmental sustainability proxies) have positive impact on 
market value while environmental pollution and control policy, waste management cost and cost of compliance with 
environmental laws have negative impact on market value.  
       Shehu (2014) examines the effect of environmental expenditure on the performance of quoted Nigerian oil 
companies, within a period of twelve years (1999-2010) using selected firm financial statement of all quoted oil 
companies listed on the Nigerian Stock Exchange. The data was analyzed using multiple regression, employing ROA and 
three independent variables; Cost of Environmental Remediation and Pollution Control (ERPC), Cost of Environmental 
Laws Compliance and Penalty (ELCP), Donations and Charitable Contributions (DCC). They observed that environmental 
expenditure has significant effect on the performance of quoted oil companies in Nigeria. They therefore recommended 
among other things that oil companies in Nigeria should increase expenditure on environmental matters in their host 
communities in order to improve their performance. 
       Lyndon & Sunday (2018) in studying the environmental responsibility reporting and financial performance of 
quoted oil and gas companies in Nigeria used secondary data obtained from the annual reports of 13 oil and gas companies 
quoted on the floor of the Nigeria Stock Exchange (NSE) for the years 2012- 2017. The variables of the study are ENVI 
(used to represent environmental responsibility reporting), the dependent variable; and return on capital employed 
(ROCE), and assets turnover (ATOV) as the independent variables as well as proxy for financial performance. The study 
adopted the ordinary least square (OLS) regression method as the basic technique of data analysis. The study found 
significant positive relationship between financial performance and environmental responsibility reporting in the oil and 
gas sector of Nigeria.  
       Umoren, Akpan & Okafor (2018) in trying to examine the nature of relationship existing between environmental 
accounting reporting and Oil companies’ performance in Nigeria, used eleven (11) quoted oil companies randomly 
selected from the Nigerian Stock Exchange. The secondary data used were from the audited financial statements (2014-
2016) of the Oil companies. Environmental accounting reporting was measured by the costs of air pollution, water 
pollution, land degradation, staff welfare, community welfare, and litigations. The performance of the Oil companies was 
measured using return on capital employed (ROCE); net profit margin (NPM), dividend per share (DPS) and earnings per 
share (EPS). The statistics used in testing the hypothesis was multiple linear regression. The results of the analysis showed 
insignificant relationships between environmental accounting reporting and performance variables, that is, return on 
capital employed (P = 0.175), net profit margin (P = 0.95), earnings per share (P = 0.423), and dividend per share (P = 
0.542)  
       Nwaiwu, and Oluka, (2018) in studying environmental cost disclosure and financial performance of oil and gas in 
Nigeria used time series data collected from annual financial reporting and economic review of Central Bank of Nigeria; 
Pearson product moment coefficient of correlation and multiple linear regression analysis with the aid of special package 
for social sciences (SPSS) version 22 was used to analyze the data. The econometric results reviewed adequate disclosure 
on environmental cost, compliance to corporate environmental regulations have positive significant effect on financial 
performance measures. Thus, the study recommended regulatory enforcement for adequate environmental cost disclosure 
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and proper reporting. Management of oil and gas companies in Nigeria should develop a well-articulated environmental 
costing system in order to guarantee a conflict free corporate atmosphere for improved corporate performance. 
       In a research on the impact of environmental and social disclosure on the financial performance of quoted oil and 
gas companies in Nigeria, Oti, and Mbu-Ogar, (2018) used time series data for five years which were collected and 
analyzed using the ordinary least square regression technique. Results from the statistical analysis revealed that 
disclosure on employee health and safety and community development do not significantly affect financial performance 
while disclosure on waste management had a positive and significant effect on firm’s financial performance. The work 
recommended that oil and gas companies should constantly review their waste management strategy and employ bespoke 
technology in waste management to mitigate their impact on the environment. Furthermore, Oil and gas companies should 
improve on employee health and safety as part of their mission and vision statement for enhanced firm value. Companies 
should also ensure sustained development of their host communities to avoid hostility by stakeholder groups which will 
have negative effect on its operations and in turn affects performance. 
 
3. Methodology  
       This study adopted ex post facto research design. The existing data of corporate environmental disclosures 
(explanatory variables) were extracted from the annual reports of the selected companies through content analysis using 
dummy variables of ‘1’ and ‘0’ to assign quantitative values to all qualitative specific disclosures in addition to quantitative 
specific environmental disclosure. On the other hand, data for the firm performance (dependent variables) were gathered 
from Machame RATIOS, a database maintained by Talk Data Associates (www.machameRATIOS.com). The data was 
analysed using pooled ordinary least square regression with the aid of the Statistical Package for Social Sciences (SPSS) 
software. Before analyzing the pooled data, some preliminary statistics such as descriptive statistics, normality, 
correlation and two post-regression diagnostic test (multicollinearity and heteroscedasticity) were also conducted to 
confirm assumptions of regression. The population of the study is made up of all 13 oil and gas companies quoted on the 
Nigerian Stock Exchange (NSE, 2019). However, for the purpose of sampling, 10 out of the 13 companies from the oil and 
gas sector were chosen based on the consistent availability of data on the variables for the years under review (from 2010-
2019). 
 
3.1. Variables and Measurement 
 
3.1.1. Independent Variables (X) 
       The independent variables as denoted by X are made up of four components of waste management cost, energy 
cost, fines and litigation cost for noncompliance with environmental laws and community development costs. Thus  
X1=Waste Management Cost disclosure (WMCOST) 
X2= Pollution Control Cost (PUCCOST) 
X3= Fines and Litigation for non- Compliance’s disclosure (FLCOST) 
X4= Community Development Cost (CDC) 
 
3.1.2. Dependent Variable (Y) 
       The dependent variable as denoted by Y refers to proxy or measurement of firm performance. This is given as; 
ROA=Return on Assets 
where:    
ROA     has been calculated as:       Profit after Tax 
                                                                Total Assets 
       In line with the Global Reporting Index (GRI) guidelines, as used in previous studies (Uwuigbe, (1999), Ong, Teh 
and Ang (2014), Akanno, Radda and Uzodinma (2015) and Akinlo and Iredele (2014), a check list was developed 
comprising of four (4) themes, Waste Management Cost (WMCOST), Pollution Control Cost (PUCCOST), Fines on Litigation 
on Environmental Laws (FLCOST), and Community Development Cost (CDC). The scoring method employed for the study 
states that: If an item is disclosed, ‘1’ is assigned and if not disclosed, ‘0’ is assigned. When the level of indicator disclosed is 
quantitative, 3 is assigned and 2 if the level is qualitative. 
      Therefore, the value of either WMCOST, FLCOST, PUCCOST or CDC index is total level of disclosure divided by total 
occurrence. A firm could score a minimum of 0 point and maximum of 5 points.  
 
3.2. Model Specification 
       In order to empirically analyze the relationship between environmental cost and firm performance, a multiple 
regression analysis model of Emeka-Nwokeji & Okeke (2019), and Oti & Mbu-Ogar (2018) were adapted for the study 
Y=   bo+b1X1+b2X2+b3X3+b4X4+e…(i) 
Where:  
Y =   the dependent variable which describes firm performance.  
X = the independent variables which describe components of environmental disclosure.  
bo = a constant and intercept of the regression.  
b1, b2, b3, b4 = the coefficients of the regression while  
e =   the error term capturing other variables not included in the model. 
      Thus, the econometric model of the current study is: 
ROA= b0+b1 WMCOST+ b2 PUCCOST + b3 FLCOST +b4 CDC+e … (ii) 
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4. Empirical Analysis 
 
4.1. Descriptive Statistics  
       The descriptive statistics result reveals the characteristics of the data. It shows features like mean for each of the 
variables, their maximum values, minimum values, standard deviation and the jarque-bera normality test. 
 

 ROA WMCOST FLCOST CDC PUCCOST 
Mean 0.315360 0.134110 0.039730 0.347320 0.191020 

Maximum 1.230000 0.189000 0.182000 0.909000 1.230000 
Minimum 0.040000 0.070000 0.006000 0.090000 0.040000 
Std. Dev. 0.251030 0.030659 0.031535 0.130688 0.193452 

Jarque-Bera 70.16594 0.809024 286.2912 56.85474 1426.371 
Probability 0.000000 0.667302 0.000000 0.000000 0.000000 

Observations 100 100 100 100 100 
Table 1: Descriptive Statistics 
Source: Researcher’s (2020) 

 
       The result provided some insight into the nature of the data collected from the selected oil and gas firms that were 
used in the study. Firstly, it was observed from the result that within the period under review, the sampled firms have 
return on assets mean value of 0.3154. The mean value reveals that the firms over the period of study performed well in 
terms of return on assets. The maximum value of return on assets is 1.2300. The minimum value was 0.0400. These 
indicate that the companies used in the study perform better when using return on assets measures. The study also 
observed from the result the large difference between the maximum value and the mean value, and between the minimum 
value and the mean value indicates that only few of the firms perform highly (above the average) within the period under 
review. Secondly, it was observed that on the average over the period, the selected firms incurred, waste management cost 
of 0.1341, maximum and minimum value of 0.1890 and 0.07000 respectively, the large difference between the maximum 
and minimum values of waste management cost reveals that few of the selected firms spend below the average cost of 
0.1341. Fine and litigation cost has a mean value of 0.0397, maximum value of 0.1820 and minimum value of 0.0060; the 
large difference between the mean and minimum shows that most firms spend little on Fine and litigation cost. 
Community development cost has a mean value of 0.3473, maximum value of 0.9090 and minimum value of 0.0900. The 
small difference between the mean value and the minimum shows that only few firms spend highly on community 
development cost. The table shows that pollution control cost has a mean value of 0.1910, maximum value of 1.2300 and 
minimum value of 0.0400. The mean reveals that oil and gas firms spend a similar amount on pollution control while only 
few spend highly in controlling pollution within the period under review. 
       Lastly, the Jarque –bera (JB) which tests for normality of the data or the existence of outlier shows that all the 
variables are normally distributed at 1% level of significance except waste management cost which was normally 
distributed at 5% level. This means that there is no variable with outlier that may likely distort our conclusion; hence the 
result is reliable for drawing generalization.  
 
4.2. Correlation Analysis 
       In examining the relationship among the variables, the study employed the Pearson correlation analysis (all at 
5%) and the results are presented in Table 2. 

 
 ROA WMCOST FLCOST PUCCOST CDC 

ROA 1.000000     
WMCOST -0.131919 1.000000    
FLCOST 0.113520 -0.025023 1.000000   

PUCCOST 0.605428 -0.098088 0.021375 1.000000  
CDC 0.050314 -0.047696 -0.117523 0.052623 1.000000 

Table 2: Pearson Correlation Matrix 
Source: Researcher’s Summary (2020) of E-View 8 

 
       The findings from the correlation analysis, shows that Waste management cost has a negative relationship with 
return on assets. This indicates that the more oil and gas companies disclose their wastes management costs, the less their 
performance tend to be in terms of return on assets. Waste management cost is negatively related with fine and litigation 
cost, pollution control cost and community development cost. Community development cost disclosure and pollution 
control cost disclosure are positively related with return on assets. This positive relationship shows that community 
development cost and pollution control cost directly influence the level of performance of oil and gas firms. Fine and 
litigation cost has negative relationship with community development cost, this indicates that the more an oil and gas firm 
discloses its community development costs, the lesser they tend to disclose its fine and litigation cost. In checking for 
multi-co linearity the study noticed that no two explanatory variables were perfectly correlated. This indicates the absence 
of multi-collinearity problem in the model used for the analysis and also justifies the use of the ordinary least square. 
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4.3. Regression Analysis 
 
4.3.1. Hausman Effect Analysis  
       In order to test for the homogenous nature of the firms used for the study and to ascertain the effect that plays 
dominant role on the data, the study adopted the correlated effects test. Haussmann Test was used to determine between 
fixed (time) and random (cross sectional) effect, which plays more on the data collected from the firms used in the study.  
Haussmann Test Decision rule 

 H0 – random effect is more preferable to fixed effect 
 H1 – fixed effect is more preferable to random effect 

When chi-square probability value is less than 10 – reject H0 and accept H1 
When chi-square probability value is greater than 10 – accept H0 and reject H1. 
 
 

Correlated Random Effects - Haussmann Test 
Equation: Untitled 

Test cross-section random effects 

Test Summary Chi-Sq. 
Statistic 

Chi-Sq. d.f. Prob. 

ROA 4.837967 4 0.3043 

Table 3: Summary of Haussmann Test for the Dependent Variable’s Model 
 

The Haussmann Test result for Return on Assets shows a Chi- Sq statistic value of 4.838, Chi-Sq. d.f. value of 4 and 
Probability value of 0.3043. The probability value of 0.3043 is above 10% level of significance. Based on the result, the 
study rejects the alternate hypothesis which states that fixed effect is preferable to random effect and accepts the null 
hypothesis which states that random effect is preferable to fixed effect. The random effect adjusted regression result for 
the model is presented in Table 4below. 
 
4.3.2. Hypotheses Testing  
       To examine the effect of environmental sustainability cost disclosure on performance of oil and gas firms, the 
study used the multiple regression analysis. The result obtained is given in Table 4below. 
 

Dependent Variable Coefficient Std. Error t-stat. Prob. 
ROA     

WMCOST -0.637037 0.572917 -1.111920 0.2693 

PUCCOST 0.707941 0.097286 7.276882 0.0000 

FLCOST 0.081145 0.612375 0.132509 0.8949 
CDC 0.160660 0.148186 1.084172 0.2813 

Table 4: Multiple Regression Analysis 
 

Cross sectional: R2 = 0.585; Adjusted R2 = 0.522; F-value = 9.325; Prob. (F-stat.) 0.000; Durbin Watson Stat. =1.726.  
Source: Researchers Summary of OLS regression Analysis from E-view 8 
 
5. Discussion of Result 
       On the cross-sectional joint effect of all independent variables on the dependent variable and its statistical 
significance the study observed from the result of Return on Assets (model ii), the R. sq value of 58.49% and R-sq (adj) 
52.22% indicates that all the environmental disclosure variables used, jointly explain about 52.22% of the variation in 
return on assets of oil and gas firms. Thus about 52.22% of the performance of oil and gas firms can be attributable to the 
environmental sustainability cost. The F-statistics value of 9.325 and its probability value of 0.000 shows that return on 
assets model used is appropriate and statistically significant. The Durbin Watson statistics result was 1.726 indicates the 
absence of autocorrelation in our model hence the model used is appropriate for the study.  
       Having found the absence of autocorrelation in each of the models used in hypothesis (i-iv) formulated, and thus 
justifying the use of the models, the result of hypothesis tested are analyzed thus: 

 Hypotheses 1: Waste management cost has no significant effect on firm performance.  
       The analysis result of return on assets model shows coefficient value of -0.637, and a P-value of 0.269. The 
analysis indicates that waste management cost disclosure negatively affects the performance of oil and gas firm via return 
on assets. This result reveals that #1.00 increase in waste management cost will lead to about #0.64 decrease in return on 
assets of oil and gas companies in Nigeria. The probability value reveals that the effect of waste management cost on 
return on assets is statistically insignificant. Based on this result, the study accepts the null hypothesis and rejects the 
alternate hypothesis, it therefore concludes that, waste management cost has no significant effect on performance of firms 
quoted oil and gas companies in Nigeria. This is in line with the findings of Ngwakwe (2018), Umoren, Akpan and Okafor 
(2018) and Oti & Mbu-Ogar (2018) and contrary to those of Ifurueze et al (2013); and Nwaiwu & Oluka (2018). The finding 
is also in line with the assumptions of legitimacy theory which believes that environmental practices such as incurring 
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costs to curb or remedy environmental disasters help a firm in gaining social legitimacy and then attracts increased 
patronage and revenue.  It also partly moves in tandem with the PPP theory which believes that every polluting firm must 
pay for the harms they caused the environment.  

 Hypotheses 2: Pollution control cost has no significant effect on firm performance.  
       The results show that return on asset model shows a coefficient value of 0.708, and a P-value of 0.000. The 
positive coefficient value indicates that pollution control cost positively affects the performance of firms in the oil and gas 
sector. This implies that a #1.00 increase in pollution cost will result in #0.71 increase in return on assets and a #0.08. The 
probability value reveals that pollution control cost has insignificant effect on return on assets. Based on this result, the 
study accepts the alternative hypothesis and rejects null the hypothesis. It therefore concludes that, pollution control cost 
has significant effect on performance of firms quoted oil and gas sector of the Nigeria Stock Exchange. This is in line with 
the findings of Nwaiwu & Oluka (2018) and Ifurueze et al (2013) and contrary to that of Oti & Mbu-Ogar (2018). It also 
affirms the PPP theory which simply underlies that every polluting firm must replenish the losses and harms they caused 
the environment. 

 Hypotheses 3: Fine and litigation cost has no significant effect on firm performance.  
       The result of return on assets model shows it has coefficient value of 0.081, and a p-value of 0.895. The positive 
coefficient value indicates that Fine and litigation cost has positive effect on performance of oil and gas firms when 
measured using return on assets. This indicates that for every #1.00 extra cost incurred on fines and litigation cost, a 
#0.81 increase in return on assets will be recorded. The probability value reveals that fine and litigation cost has 
insignificant effect on performance leading to accepting null hypothesis and rejecting alternative hypothesis and thus 
concluding that litigation cost has no significant effect on the performance of oil and gas companies quoted in the Nigeria 
Stock Exchange. This finding is in line with that of the results of Umoren, Akpan and Okafor (2018) and contrary to the 
findings of Nwaiwu & Oluka (2018). The finding is partly in line with the assumptions of legitimacy theory which believes 
that obeying environmental laws leading to low incurring of fines and litigation costs help a firm in gaining social 
legitimacy and then attracts increased patronage and revenue. 

 Hypothesis 4: Community development cost has no significant effect on firm performance.  
       The analysis result of return on assets model shows a coefficient value of 0.1607, and a P-value of 0.281. This 
indicates that community development cost positively affects the return on assets of oil and gas firm. The positive effect 
indicates that an increase in community development cost will lead to an increase in the performance when measured 
using return on assets. The probability value reveals that community development cost has insignificant effect on return 
on assets. Based on this result, the study accepts the null hypothesis and rejects the alternative hypothesis. The study 
therefore concludes that, community development cost has no significant effect on performance of firms quoted under the 
oil and gas sector of the Nigeria Stock Exchange. This is in line with the findings of Ngwakwe (2008) and contrary to the 
results Bassey, Effiok and Etton (2013) and Ifurueze et al (2013). It also confirms the stakeholder’s theory which sees the 
environment as a part of the business interests. That the firm should strive to protect the environment and preserve its 
human and material resources. Thus, costs incurred in development projects in the community where the firm exists will 
definitely increase its ROA 
  
6. Conclusion and Recommendation 
       Generally, the research concludes that environmental cost disclosure has no significant effect on the performances 
of oil and gas firms listed in the Nigerian stock exchange.   
       Based on the results and conclusions above, the researchers hereby recommend that policy makers and regulators 
of accounting practices in Nigeria should come up with regulatory framework and standards for environmental accounting 
and costs disclosures so as to make it compulsory. This should also be enforced. Also, companies in oil and gas industry 
should step up in incurring and disclosing more costs to reflect responsive environmental responsibilities that will sustain 
their operating environments for present and future uses. Government should as well give tax incentives, recognition and 
awards to companies in this sector which strictly adhere to environmental laws of the nation. 
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