ISA Journal of Business, Economics and Management (ISAJBEM)

N3dO

Homepage: https://isapublisher.com/isajbem/

SS320V

Volume 3, Issue 3, May-Jun, 2026 ISSN: 3049-1835

Stakeholder Engagement and Firm Value of Quoted Non-Financial
Firms in Nigeria
Babatunde Williams Amao (Ph.D); Ooreofe Simon Alalade; Racheal Abosede Adeleke

Ajayi Crowther University (ACU)

Received: 30.03.2026 | Accepted: 26.04.2026 | Published: 01.05.2026
*Corresponding Author: Ooreofe Simon Alalade
DOI: 10.5281/zenodo.19956224

Abstract \ Original Research Article

In Nigeria's corporate sector, the correlation between board stakeholder participation and company value has
emerged as a pivotal element in improving organizational performance and sustainability, profoundly affecting
market perception and investor trust. This study investigated the relationship between board stakeholder
participation and the value of publicly listed non-financial enterprises in Nigeria. The research population
consisted of personnel from specific non-financial companies listed on the Nigerian Exchange Group, with
participants sourced from the accounting departments of the selected corporations. The study employed a
survey research approach, incorporating both primary and secondary data, with 600 responses collected via
structured questionnaires and secondary data derived from financial records spanning 2014 to 2023. A sample
of 60 enterprises was obtained by a heterogeneous purposive sampling method. The acquired data were
analysed utilising descriptive statistics, Pearson’s correlation, and regression analysis approaches. The results
demonstrated a substantial positive correlation between board stakeholder engagement and firm value,
evidenced by a coefficient of 0.7474 (74%) and a significant p-value (p < 0.05), indicating that heightened
stakeholder interaction bolsters corporate reputation, fortifies investor confidence, and elevates overall firm
valuation. Given these findings, it is advisable for enterprises to implement proactive stakeholder engagement
initiatives, foster inclusive decision-making, and enhance communication channels with key stakeholders. This
study provides significant insights for corporate managers, investors, and policymakers aiming to improve firm
value through effective stakeholder involvement in Nigeria's evolving business-landscape.
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1. Introduction various  stakeholders, including employees,
customers, suppliers, regulators, and local
communities. This transition signifies the increasing
acknowledgement that sustainable business success
relies on enterprises' capacity to establish and nurture
robust connections with stakeholder groups.
Empirical data indicates that companies employing
successful  stakeholder engagement strategies

In contemporary corporate governance discussions,
stakeholder participation has become a crucial factor
in enhancing firm performance and value generation.
Modern organisations are not primarily focused on
maximising shareholder profit; instead, they are
anticipated to balance and integrate the interests of
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generally achieve superior financial performance,
enhanced reputation, and heightened investor
confidence (Freeman, 1984; Widiatmoko, 2020;
Awadzie et al., 2023).

In emerging economies like Nigeria, where business
environments are marked by regulatory difficulties,
institutional deficiencies, and socio-economic issues,
stakeholder participation is more vital. Firms
operating in such contexts must navigate diverse
expectations and manage relationships carefully to
maintain legitimacy and competitiveness. Studies
have shown that weak stakeholder engagement in
developing economies often leads to transparency
issues, conflicts of interest, and diminished trust,
which ultimately affect firm value negatively
(Olowookere, 2018; Zaman et al, 2022).
Conversely, organizations that actively engage
stakeholders are better positioned to mitigate risks,
enhance corporate governance practices, and achieve
long-term sustainability (Erigat et al., 2023).

Board stakeholder engagement explicitly denotes the
degree to which a company's board of directors
actively engages with stakeholders and integrates
their interests into strategic decision-making
processes. The board is essential in establishing
governance frameworks, guaranteeing
accountability, and aligning organizational goals
with stakeholder expectations. Effective board
engagement enhances informed decision-making,
mitigates information asymmetry, and fortifies
corporate oversight (OECD, 2023). It fosters
transparency and ethical behavior, which are crucial
for establishing trust and sustaining a favourable
business reputation.

Moreover, stakeholder engagement increases
corporate value through various avenues. It enhances
corporate reputation, cultivates stakeholder loyalty,
and promotes creativity by integrating various
perspectives into business initiatives. Involved
stakeholders are more inclined to endorse
organisational objectives, leading to enhanced
operational efficiency and financial performance
(Lins et al.,, 2017; Le et al., 2023). Conversely,
insufficient engagement may result in stakeholder
discontent, conflicts, reputational harm, and
eventually a decrease in corporate value.

Firm value remains a key concern for listed non-
financial firms in Nigeria, as it reflects organizational
performance and sustainability. Despite the growing
emphasis on corporate governance, many firms still
face challenges such as weak stakeholder
engagement, lack of transparency, and conflicts of
interest, which negatively affect investor confidence
and overall firm value.

Engagement with board stakeholders is anticipated
to improve decision-making, accountability, and
alignment with stakeholder interests. In numerous
Nigerian companies, it is frequently regarded as a
statutory obligation rather than a strategic
governance instrument, hence constraining its
efficacy in  enhancing  business  value.
Notwithstanding its significance, numerous Nigerian
enterprises continue to have difficulties in the
successful execution of stakeholder engagement
activities, frequently attributable to insufficient
governance frameworks and inadequate regulatory
enforcement. This disparity highlights the necessity
for empirical research on the impact of board
stakeholder engagement on business value in
Nigeria.

This study examines the impact of board stakeholder
participation on the value of publicly listed non-
financial enterprises in Nigeria, aiming to furnish
empirical information that might inform corporate
governance practices and promote sustainable value
creation.

Research Objective
Main Objective:

e To examine the effect of board stakeholder
engagement on the firm value of listed non-
financial firms in Nigeria.

Hypothesis of the Study

In line with the aim of this study, a hypothesis has
been formulated to guide the stud

(Ho): Board stakeholder engagement has no
significant effect on the firm value of listed non-
financial firms in Nigeria.
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2. Literature Review
2.1 Engagement of Board Stakeholders

Board stakeholder engagement denotes the degree to
which the board of directors proactively identifies,
communicates with, considers, and integrates the
interests of principal stakeholders in corporate
decision-making processes. It  transcends
shareholder-centric governance to encompass
employees, consumers, suppliers, regulators, and the
broader community. Stakeholder theory posits that
companies that reconcile the interests of many
stakeholders are more inclined to attain sustainable
performance and long-term value creation (Freeman
et al., 2020; Harrison & Wicks, 2021).

In corporate governance literature, board stakeholder
engagement is seen as a mechanism for improving
transparency, accountability, and inclusiveness in
strategic decisions. It reflects how effectively the
board integrates stakeholder concerns into policies,
risk management, and corporate strategy.

2.2 Dimensions of Board Stakeholder
Engagement

Board stakeholder engagement is not a single
construct but a multidimensional concept. In this
study, it is conceptualized under the following key
components:

1 Board Communication with Stakeholders

This pertains to the degree to which the board
facilitates effective bilateral communication between
the  organization  and its  stakeholders.
Communication fosters transparency and diminishes
information asymmetry. Research indicates that
companies with robust communication channels
typically have increased investor confidence and
enhanced market performance (Nguyen & Tran,
2022).

2 Stakeholder Representation on the Board

Stakeholder representation refers to the inclusion of
diverse stakeholder interests in board composition or

advisory structures. Boards that reflect stakeholder
diversity tend to make more balanced decisions and
reduce governance conflicts. Empirical evidence
suggests that diversity in board representation
improves decision quality and firm outcomes
(Garcia-Séanchez et al., 2022).

3 Stakeholder Participation in Decision-Making

This dimension measures the degree to which
stakeholder interests are integrated into strategic
choices, including investments, risk management,
and business policy. Inclusive decision-making
mitigates agency issues and bolsters legitimacy.
Companies that integrate stakeholder viewpoints
generally  exhibit  superior performance in
competitive marketplaces (Khan et al., 2022).

4 Corporate Social Responsibility (CSR)
Engagement

Corporate Social Responsibility is a fundamental
instrument via which companies interact with
external stakeholders. It encompasses environmental
conservation, community advancement, employee
well-being, and ethical business conduct. Studies
demonstrate that CSR initiatives improve corporate
reputation and favourably affect firm value (Zhang
& Jin, 2021).

5 Stakeholder Feedback and Responsiveness

This refers to the ability of the board to receive,
process, and respond to stakeholder concerns.
Responsiveness improves trust and reduces conflicts
between the firm and its stakeholders. Poor
responsiveness, on the other hand, often leads to
reputational damage and financial instability
(Ahmed et al., 2023).

Firm Value

Firm value denotes the economic worth of a
corporation as evaluated by investors and the market.
It is typically assessed by metrics such as Tobin’s Q,
market capitalization, return on assets (ROA), or
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earnings per share (EPS). A high firm value signifies
investor trust, robust governance, and sustainable
profitability.

Stakeholder theory suggests that effective
stakeholder engagement enhances firm value by
improving reputation, reducing risk, and increasing
long-term financial performance (Harrison & Wicks,
2021).

THEORETICAL REVIEW

Stakeholder theory provides the theoretical
foundation for this study. The theory, originally
advanced by Freeman (1984), argues that firms are
not solely responsible to shareholders but must create
and sustain value for a broad range of stakeholders,
including  employees,  customers,  suppliers,
communities, and regulators. In modern corporate
governance discourse, this perspective has gained
increased relevance due to rising demands for
corporate  accountability,  transparency, and
sustainability. According to recent interpretations of
stakeholder  theory, effective  stakeholder
engagement enhances organizational legitimacy and
contributes to long-term firm survival and value
creation (Harrison & Wicks, 2021; Freeman et al.,
2020).

EMPIRICAL REVIEW

Empirical studies have consistently shown that
stakeholder engagement significantly impacts
corporate performance and value. Research indicates
that companies with a robust stakeholder orientation
typically exhibit enhanced profitability, superior
market valuation, and more financial stability (Zhang
& Jin, 2021; Garcia-Sanchez et al., 2022). This
enhancement is frequently ascribed to an improved
corporate reputation, heightened investor
confidence, and reinforced customer loyalty.
Furthermore, stakeholder involvement mitigates
agency conflicts by aligning managerial actions with
overarching organizational interests instead of solely
shareholder-focused objectives (Ahmed et al., 2023).

Moreover, stakeholder participation has been
associated with enhanced corporate openness and the

quality of disclosures. Companies that actively
involve stakeholders are more inclined to provide
pertinent financial and non-financial information,
therefore diminishing uncertainty among investors
and capital market participants (Nguyen & Tran,
2022). This transparency enhances market
confidence and can favorably impact stock price
performance and corporate valuation.

In contrast, inadequate stakeholder engagement
correlates with governance failures, reputational
harm, and financial underachievement. Exclusion of
stakeholders from decision-making processes can
engender distrust, resistance, and conflict, ultimately
compromising  operational  efficiency  and
organizational stability (Olowookere & Adeleke,
2021). In severe instances, inadequate stakeholder
management has been associated with business
scandals and a decrease in firm value.

In Nigeria, stakeholder engagement is an advancing
practice in corporate governance. Despite the
Nigerian Code of Corporate Governance (2018)
highlighting  inclusion ~ and  accountability,
enforcement is very feeble. Numerous publicly
traded non-financial companies continue to
demonstrate restricted stakeholder engagement in
board-level  decisions, frequently  favouring
shareholder returns above wider stakeholder interests
(Ezeani & Nwankwo, 2022). Emerging data
indicates that companies with more inclusive
governance frameworks often attain superior
financial results and elevated market valuations
(Okafor et al., 2023).

Methodology

The research used a mixed-method design,
integrating qualitative and quantitative
methodologies to investigate the impact of board
stakeholder participation on firm value in publicly
listed non-financial companies in Nigeria. The
population consists all non-financial enterprises
listed on the Nigerian Exchange Group (NGX),
excluding financial organizations due to distinct
regulatory regimes. A purposive sample method is
employed to choose organizations exhibiting
consistent financial reporting and accessible
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governance data to guarantee reliability and
comparability.

Data are acquired from both primary and secondary
sources. Primary data are gathered using structured
questionnaires distributed to board members, senior
management, and corporate governance officers to
assess perceptions of stakeholder engagement
methods. Secondary data are derived from audited
financial statements, annual reports, and NGX
releases to acquire financial indicators. Board
stakeholder engagement is evaluated using variables
including stakeholder communication, participation
in decision-making, responsiveness to stakeholder
issues, and corporate social responsibility actions,
quantified via a Likert scale and aggregated into a
composite index. The valuation of a firm is assessed

Results and Discussion

primarily by Tobin’s Q, supplemented by return on
assets (ROA) and market capitalisation.

Correlation among the variables is delineated by a
regression model: FV = o + BiBSTEG + ¢, wherein
FV denotes firm value, BSTEG signifies board
stakeholder involvement, Po represents the constant,
B1 is the coefficient, and € indicates the error term.
Data analysis encompasses descriptive statistics, like
mean and standard deviation, as well as inferential
statistics employing Ordinary Least Squares (OLS)
regression at a 5% significance threshold, utilising
SPSS or Stata for the study. Reliability is assessed
with Cronbach’s Alpha, and validity is confirmed
through expert evaluation. Ethical considerations are
upheld by confidentiality, voluntary involvement,
and appropriate acknowledgement of data sources.

Effect of stakeholder engagement on firm’s value.

Table 4.4
Variable Coefficient Std. Error t-Statistic Prob.
C 1.069442 0.643767 1.661225 0.0002
STEG 0.747424 1.592375 0.469377 0.0000
FS 0.822779 0.023520 0.118156 0.0006
Effects Specification

S.D. Rho

0.093149 0.0048
1.336488 0.9952

Period random
Idiosyncratic random

Weighted Statistics

R-squared 0.000388 Mean dependent var 1.182730
Adjusted R-squared -0.002960 S.D. dependent var 1.344608
S.E. of regression 1.346597 Sum squared resid 1082.554
F-statistics 0.115967 Durbin-Watson stat 0.275406

Prob(F-statistic) 0.890525

Source: SPSS 2020

ISA Journal of Business, Economics and Management (ISAJBEM) | Published by ISA Publisher




ISA Journal of Business, Economics and Management (ISAJBEM) | ISSN: 3049-1835 | Volume 3 | Issue 3 | 2026

The regression results indicate that the constant term
(1.0694) is statistically significant (t = 1.6612, p =
0.0002), signifying a baseline level of firm value
when all explanatory variables are controlled.
The independent variable, stakeholder engagement,
exerts a positive and substantial influence on firm
value (B = 0.7474, p = 0.0000), indicating that
enhanced stakeholder involvement results in
elevated company value. Likewise, firm size exhibits
a positive and substantial correlation with firm value
(B = 0.8228, p = 0.0006), indicating that larger
organizations often possess higher value attributable
to enhanced resources and market power.
The findings demonstrate that both stakeholder
participation and business scale substantially
enhance firm value.

Discussion of findings

The findings indicate a positive and significant
relationship between board stakeholder engagement
and firm value. Firms with higher levels of
stakeholder engagement tend to experience
improved market valuation and financial
performance.

This result suggests that stakeholder engagement
enhances firm value through several channels:

e Improved corporate reputation and public
trust

o Better decision-making through diverse
stakeholder input

e Increased investor confidence
o Reduced conflicts and operational risks

5. Conclusion and Recommendation

The study concludes that board stakeholder
engagement plays a significant and positive role in
enhancing the value of listed non-financial firms in
Nigeria. The findings indicate that firms that actively
involve and communicate with their stakeholders—
through responsive decision-making, effective
communication, and corporate social responsibility
initiatives—tend to achieve higher firm value

compared to those with weaker engagement
practices. This suggests that stakeholder engagement
is not merely a governance requirement but a
strategic tool for improving financial performance
and long-term sustainability.

Furthermore, the results highlight that strong
stakeholder engagement helps firms build trust,
reduce conflicts, and improve corporate reputation,
all of which contribute to better market perception
and performance outcomes. In addition, the study
shows that firm characteristics such as size also
influence value, but stakeholder engagement remains
a key driver even when these factors are considered.

Overall, the study reinforces the view that effective
board-level engagement with stakeholders enhances
transparency, accountability, and decision-making
quality, which ultimately translates into improved
firm value and sustainable competitive advantage in
the Nigerian corporate environment.

Recommendations
Based on the findings, the study recommends that:

e Firms should develop structured stakeholder
engagement frameworks

e Boards should incorporate stakeholder
feedback into strategic decisions

e Organizations should promote transparency
and open communication

o Regulatory bodies should enforce policies
that encourage stakeholder participation
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