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Abstract

Mandatory and voluntary segment disclosure is crucial for shareholders to assess a
firm’s financial health and make informed investment decisions. Given the importance
of disclosure to investors, this study investigates the extent of voluntary and mandatory
segment disclosure of listed companies in Nigeria from 2015 to 2022. Using descriptive
analysis, specifically a recursive transition matrix approach, this study tracked yearly
changes in mandatory and voluntary segment disclosure for 85 companies listed on
the Nigerian Exchange Group. The findings revealed that mandatory segment disclo-

Received on: 227 of July, 2024 sure has a mean score of 11.3, which is notably higher than the mean score of 6.86 for
Accepted on: 28 of November, 2024 voluntary segment disclosure. Also, the recursive transition matrix revealed a notable
Published on: 29t of April, 2025 increase in companies transitioning from lower to higher levels of mandatory segment

disclosures. For instance, 87.5% of companies were at Level 1 (Low-level disclosure)
© Dolapo Faith Sule, 2025 in 2016, but this dropped to 35.4% by 2022, showing a shift to higher levels. Levels L2,

L3, and L4 remained relatively stable, indicating sustained improvements. This trend
reflects the impact of regulatory changes on the increased transparency of companies
in Nigeria. For voluntary segment disclosures, in 2016, 72.5% of companies were at

Dolapo Faith Sule, Ph.D., College of L1, 25% moved to L2, and 2.5% advanced to L3. By 2022, the percentages were 41.1%
Business and Economics, University of at L1, 34% at L2, and 24.9% at L3. Although some companies have progressed, many
Johannesburg, South Africa. continue to maintain low levels of voluntary segment disclosure. The study concluded

that listed companies in Nigeria need to improve their voluntary segment disclosures
to enhance transparency and address investors’ concerns about inadequate segment
disclosure practices among firms.
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INTRODUCTION

The introduction of segment disclosure under International Financial
Reporting Standard 8 (IFRS 8) was designed to enhance transparen-
cy in corporate reporting, boost investors’ confidence, and improve
global comparability of financial statements. Over time, IFRS 8 (man-
datory disclosure) has transformed segment reporting by requiring
entities to provide information based on the management approach
in companies. Segment disclosure according to the management ap-
proach entails disclosing operating segment information reported to

Thisis an Open Access article the chief operating decision maker of a firm. By mandating companies

distributed under the terms of the to provide detailed information about their operating segments — both
Creative Commons Attribution 4.0 busi d hi . d dd h .

@ International license, which permits usiness and geographic — IFRS 8 aimed to address the previous prac-
unrestricted re-use, distribution, and tice of inadequate segment reporting. In addition to mandatory dis-
reproduction in any medium, provided .
the original work is properly cited. closure, researchers, analysts, and investors have demanded voluntary
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Despite these advancements, concerns over inadequate segment disclosure practices of firms persist
globally (Kobbi-Fakhfakh, et al., 2019; Chichernea et al., 2024). For instance, the delisting of multiple
companies in Nigeria, such as Alumaco Plc, Costain Plc, and Jos International Breweries Plc from the
Nigerian Exchange Group (NGX), underscores the ongoing challenges in disclosure practices among
listed companies in Nigeria (Bello, 2016; Opara, 2017). In response to these challenges, listed compa-
nies in Nigeria were required to adopt IFRS 8 in 2013. Since then, studies have investigated the extent
of segment disclosures mandated by IFRS 8, while some have investigated the extent of voluntary seg-
ment disclosure based on companies’ discretion. However, there remains a significant gap regarding the

evolving levels of voluntary and mandatory segment disclosure over time, especially in Nigeria.

1. LITERATURE REVIEW

Segment disclosure can be either mandatory or
voluntary disclosure of information about the var-
ious geographic and business segments of a com-
pany. Companies disclose mandatory segment
information to comply with legal requirements
(Berger & Hann, 2003; Le et al., 2022) while pro-
viding voluntary segment information to provide
additional information to shareholders regarding
their activities (Hail, 2000; Gietzmann & Ireland,
2005; Tian & Chen, 2009). Mandatory segment
disclosure requirements have evolved over time to
improve the informativeness of segment data for
investors’ benefits. Over time, standards like SFAS
14, TAS 14, SFAS 131, and IFRS 8 have evolved,
each addressing the deficiencies of its predeces-
sors. International Financial Reporting Standard
8 (IFRS 8), which is the most recent standard, en-
sures companies promote transparency by disclos-
ing relevant segment information to shareholders
(Botosan, 2000; Berger & Hann, 2003; Andre et al.,
2016; Cereola, & Dynowska, 2022).

IFRS 8, which details disclosure requirements for
operating segments, has changed the landscape
of segment reporting globally. This is because this
standard mandates companies to provide informa-
tion to stakeholders about the financial and non-
financial status of their business and geographic
segments. Studies focusing on the value relevance
of segment disclosure reveal that higher-quality
segment disclosure increases the overall financial
reporting transparency of companies thereby en-
hancing the decision-making capabilities of inves-
tors and (Cho, 2015; Aboud et al., 2018). In addition,
it reduces adverse selection costs in companies and
minimizes information asymmetry between com-
panies and outside capital providers. Furthermore,
segment disclosure encourages greater foreign in-
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vestment and reduces the home bias of investors, as
they can easily evaluate investment opportunities
globally (Peleaz, 2010). Also, the provision of seg-
ment information aids analysts in making more
accurate earnings forecasts (Lang & Lundholm,
1993; Heo & Doo, 2018). This is possible because
segment disclosure disaggregates financial infor-
mation within companies’ financial statements,
providing stakeholders with insights into segment
performance that facilitates monitoring and risk-
return analysis (Botosan & Stanford, 2005; Hope
et al., 2009; Elsayed et al., 2019). Thus, this trans-
parency mitigates the risk of managers obscuring
poor-performing segments by integrating them
with profitable ones, thereby narrowing the infor-
mation gap between management and investors.

Initially, researchers have primarily shown in-
terest in discussing mandatory segment disclo-
sure. However, further research indicates that
mandatory disclosure might not fully capture all
the aspects of a firm’s activities (Bens et al., 2011;
Ibrahim, 2014). This concern led to studies on the
important role of voluntary segment disclosure in
providing additional insights beyond legal require-
ments to address the concern of investors regard-
ing inadequate segment disclosure (Botosan, 1997;
Hollie, 2015; Andre et al., 2016). This is because in-
adequate segment disclosure leads to information
asymmetry, higher transaction costs in the securi-
ties market, and potential litigation (Botosan, 1997;
Healy et al., 1999). Furthermore, some studies as-
serted that inadequate disclosure deprives inves-
tors of information needed for decision-making
and assessing risks and returns associated with
each segment (Tian & Chen, 2009; Blanco et al,,
2015). Other studies show that inadequate segment
information deprives analysts of the necessary in-
formation for making accurate earnings forecasts
(Lang & Lundholm, 1993; Heo & Doo, 2018).

http://dx.doi.org/10.21511/imfi.22(2).2025.14
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Given these challenges, research into the extent of
mandatory and voluntary disclosure remains dy-
namic and conflicting. Some studies have shown
that segment disclosure has a negative and signifi-
cant effect on information asymmetry in corpo-
rate relations (Botosan, 2000; Botosan & Stanford,
2005). Another strand of the literature shows that
the main advantage of IFRS 8, which mandates
and disaggregates segment information, is that
it provides shareholders with access to the same
internal management information that is utilized
for resource allocation among different segments
(Mateescu, 2016; Mutalib & Jaafar, 2019). In line
with this argument, research has shown that dis-
aggregated segment disclosure is beneficial as it
increases implicit incentives for managers to allo-
cate resources as desired by shareholders (Elsayed
et al., 2019; Atika et al., 2023). This transparency
approach aids in monitoring managerial perfor-
mance and analyzing risks and returns across seg-
ments (Botosan & Stanford, 2005; Hope & Thomas,
2008; Elsayed et al., 2019). Also, such clarity helps
to prevent managers from masking failing seg-
ments by combining them with more profitable
ones, which consequently reduces information
asymmetry between managers and investors.

The analysis of mandatory and voluntary segment
disclosure of companies has been anchored on
different theoretical frameworks. The informa-
tion asymmetry theory posits that the extent of
segment disclosure is primarily determined by
managers of companies, as they can choose to di-
vulge or withhold information from shareholders
(Akerlof, 1995; Botosan & Stanford, 2005). In ad-
dition, signaling theory determines the extent of
information provided by managers in an organi-
zation. According to Gisbert et al. (2024), signal-
ing is a deliberate move by managers of companies
to disclose information to send a signal to inves-
tors about future investment. Agency theory was
documented by researchers as one of the funda-
mental theories that determine the extent of vol-
untary segment disclosure because misalignment
of interest between managers and investors can
impact the disclosure of voluntary segment infor-
mation, especially when managers fail to advance
the interests of investors (Berger & Hann, 2007).
Furthermore, studies have shown that proprietary
cost theory is another determinant of segment
disclosure. This is because the cost and benefits

http://dx.doi.org/10.21511/imfi.22(2).2025.14

of disclosure are constantly weighed by managers
due to competitive disadvantages (Prencipe, 2004;
Lang & Sul, 2014).

In recent years, researchers have increasingly recog-
nized that the quality and extent of segment disclo-
sures — both voluntary and mandatory - are shaped
by a variety of factors that extend beyond the es-
tablished disclosure theories. Studies have shown
that the variability in segment disclosure practices
among multi-segment companies can be attributed
to several influences, including firm size, degree of
internationalization, industry characteristics, prof-
itability, regulatory environment, ownership struc-
ture, and auditor influence (Wang, 2015; Mateescu,
2016; Mutalib & Jaafar, 2019). For instance, it has
been established in the literature that larger com-
panies tend to disclose more segment information
than smaller companies, which may likely be a re-
sponse to heightened scrutiny from investors and
analysts (Andre et al., 2016; Mutalib & Jafar, 2019).
In contrast, smaller companies with a significant
proportion of profitable segments in concentrated
and smaller industries may tend to limit their vol-
untary disclosures to avoid competitive disadvan-
tages or increased proprietary costs (Shivaani &
Agarwal, 2020; Xiong & Yang, 2021).

Aside from the size factor, profitability is another
factor that influences the extent of segment disclo-
sure as Mardini et al. (2013) documented that prof-
itable companies tend to strategically withhold
information to maintain their competitive advan-
tage. Furthermore, studies have shown that com-
panies with higher levels of diversification are more
inclined to offer additional voluntary segment dis-
closure (Bens et al., 2011; Becerra & Santalo, 2006).
Factors such as leverage, and ownership structure
also play critical roles in determining the extent
of segment disclosures. For instance, higher lever-
age has been found to influence disclosure levels
(Mardini et al., 2013). Companies with dispersed
ownership have been found to disclose more seg-
ment information to address agency costs and the
informational needs of a broader shareholder base
(Dominguez, 2012). In contrast, empirical find-
ings revealed that companies with concentrated
ownership may have less incentive to provide ex-
tensive disclosures, as principal owners typically
have direct access to management (Bhimavarapu
et al., 2023; Munisi, 2023).
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Despite the vast number of studies on voluntary
and mandatory segment disclosures around the
world (Alfaraih & Alanezi, 2011; Andre et al,,
2016), there remains a gap in terms of the year-by-
year transition between voluntary and mandatory
disclosure levels by listed companies in Nigeria. In
addressing this gap, this study analyses the extent
of mandatory and voluntary segment disclosure of
listed companies in Nigeria, utilizing a recursive
transition matrix. The transition matrix is piv-
otal in various mathematical and financial con-
texts, demonstrating its versatility across different
fields. For example, Yevick and Reimer (2007) ap-
plied the transition matrix to analyze outage times
in optical fiber systems affected by polarization-
mode dispersion. In the medical line, Loslever et
al. (2009) utilized multiple transition matrices to
explore time-dependent data, showcasing its ef-
fectiveness in analyzing eye movement patterns.
Similarly, Yu and Chen (2000) investigated tran-
sitions between DNA base types using transition
matrices, emphasizing the importance of com-
plexity measures based on transition proportion
matrices.

In the field of accounting, Cohen (2002) reported
on multiplier analysis using Social Accounting
Matrices (SAM) and found that growth multipli-
ers in China surpass those in Russia. Similarly,
Ferrari et al. (2021) employed a detailed 2015
Social Accounting Matrix for China, spanning 19
industries to identify endogenous and exogenous
accounts. Additionally, Busu et al. (2023) exam-
ined investment dynamics’ impact on global pro-
ductivity using the Leontief matrix as an analyti-
cal tool. Given the suitability of the recursive tran-
sition matrix in analyzing evolving data sets, this
study applied it to the understanding of how listed
companies in Nigeria transitioned from one seg-
ment disclosure level to another to know if com-
panies are decreasing or increasing their segment
information dissemination to stakeholders.

Although existing research has explored the scope
of segment disclosures, there remains a gap in the
understanding of how companies adjust their dis-
closure practices over time. This issue is especially
pressing in Nigeria, where there have been sig-
nificant concerns from investors and other stake-
holders regarding insufficient disclosure prac-
tices. Addressing this gap could provide valuable
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insights into how companies can improve their
transparency and better serve the needs of their
stakeholders.

Therefore, this study tracked yearly changes in
both mandatory and voluntary segment dis-
closure by listed companies in Nigeria to assess
whether they are increasing or decreasing the level
of segment information shared with stakeholders.

2. METHOD

This study sampled 85 listed companies on the
Nigerian Exchange Group (NGX), with second-
ary data extracted from these companies’ annual
reports from 2015 to 2022. The selection of these
85 companies from a total population of 135 com-
panies was based on purposive sampling, focusing
on geographic and business segment information,
as well as companies with consistent share trading
on the NGX during the sampled period. This study
employed descriptive statistics in the analysis of
the transition of companies between different seg-
ment disclosure levels using a recursive transition
matrix. This method was chosen due to its ability
to effectively analyze time-series data (2015-2022)
that exhibits Markov dependency.

In addition, the extent of segment disclosure by
companies was assessed through the identification
of both mandatory and voluntary segment infor-
mation disclosed by the examined companies. The
mandatory aspect of disclosure was based on the
segment reporting obligations stipulated in IFRS
8, while the voluntary aspect is the additional seg-
ment information disclosed by companies in their
financial reports. So, the final disclosure list is a
combination of the checklists from the mandatory
and voluntary disclosure index.

The study adopted a total disclosure checklist con-
taining 42 questions from the disclosure indices
built by Mardini et. al. (2013) and Peleaz (2010).
The score was measured over 42 questions with a
binary coding scheme at the availability of a dis-
closure item. Each disclosed item receives a score
of 1, while items not disclosed receive a score of
0. Therefore, when an item appears in a firm’s an-
nual report, it is assigned a value of 1; otherwise, it
receives a value of 0. The three stages of disclosure
for assessing the extent of segment disclosure are:

http://dx.doi.org/10.21511/imfi.22(2).2025.14
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« Mandatory Segment Disclosure (MSD)
o Voluntary Segment Disclosure (VSD)
« Total Segment Disclosure (TSD)

The firm’s disclosure score was calculated by sum-
ming the scores of all items and dividing the re-
sult by the total number of the items in the disclo-
sure index: For each item, MSD, VSD, and TSD
= 1, indicating disclosure, and 0 otherwise. Let n
represent the total number of applicable items for
a firm, comprising z mandatory items and p vol-
untary items of segmental information provided
annually. This breakdown provides an analysis of
the extent of mandatory and voluntary segments
disseminated by the examined companies, conse-
quently resulting in the total segment disclosure
(TSD) for each firm.

msd
MSD = 1
; ; (1)
P
VSD = Z VSd @)
i=1 p
TSD = Z Isd, @)

Following the computation of the extent of the seg-
ment disclosure by employing the above method,
a transition matrix was used to explain the move-
ment of companies from one disclosure level to an-
other. The transition matrix is considered appropri-
ate in evolving data sets, and in this circumstance,
it explains the extent of segment disclosure as it
captures the movement of companies from one dis-
closure level to another. Transitions between these
periods occur from time t+1 and are typically doc-
umented in a kxk transition matrix. Determining
the extent of segment disclosure involves selecting
the appropriate method to summarize the total
scope of the companies’ movement across the ob-
served years into a single real number.

3. RESULTS AND DISCUSSION

Table 1 displays the descriptive statistics of the ex-
tent of segment disclosure of listed companies in
Nigeria, based on the score attributable to compa-

http://dx.doi.org/10.21511/imfi.22(2).2025.14

nies under mandatory, voluntary, and total seg-
ment disclosure. The total number of mandatory
segment disclosure items used to assess the extent
of companies’ mandatory disclosure in the study
is 16. The average mandatory disclosure score of
companies as seen in Table 1 is 11.33, the mini-
mum is 9, and the maximum is 15. This implies
that many of these companies disclosed sufficient
mandatory segment information in their annual
report. The minimum score being 9 is still above
average given the total mandatory segment disclo-
sure index of 16. This implies that the companies
generally provide adequate mandatory segment
information, with a mean score of 11.3. This is
due to the requirement for companies to disclose
mandatory segment information in their annual
reports, as outlined by the International Financial
Reporting Standards (IFRS).

Also, the total voluntary disclosure index used to
assess the extent of voluntary segment disclosure
by the companies consists of 26 disclosure items.
Based on the descriptive results in Table 1, it is evi-
dent that the voluntary segment disclosure level of
companies is very low, given the mean voluntary
segment disclosure of 6.86 items, minimum score
of 3 items, and maximum score of 9 items. In con-
trast to mandatory disclosure, voluntary segment
disclosure remains notably low, with a mean score
of 6.86. This disparity stems from the lack of ob-
ligation to provide voluntary disclosures, leaving
such decisions largely to the discretion of manage-
ment. This finds support in the studies by Botosan
(2000) and Blanco et al. (2015).

Table 1. Descriptive statistics of firms’ mandatory,
voluntary, and total segment disclosures

MSD VSD TSD
Median 11 OO 7.00 18.00
Maximum 1500 900 2400

.Jarq“e Bera e

“EFQpﬁpUWY..H...H“H..HW,H.”““...H.m“..uum..NHW.H.NHW.H.NN
SUM 70100 4665.00 ¢ 1236600
Sum Sq. Dev. 2961.18 1187.73 3538.65

Note: The table shows the mean, median, minimum, maxi-
mum, and Standard deviation reports of the observed firms.
MSD = Mandatory Segment Disclosure, VSD = Voluntary Seg-
ment Disclosure, TSD = Total Segment Disclosure.
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Table 2 presents the transition matrix of manda-
tory segment disclosure of listed companies in
Nigeria from 2015 to 2022. The aim was to assess
whether companies increased or decreased their
level of mandatory segment disclosure over time
compared to their initial status in 2015. Table 2
classified disclosure levels into four categories (9-
10 as level 1, 11-12 as level 2, 13-14 as level 3, and
15-16 as level 4) for easy comparison. This classifi-
cation spans from the minimum mandatory dis-
closure score of 9 to the maximum score of 16, de-
rived from the descriptive statistics in Table 1. In
each year, companies were categorized into these
disclosure levels, and transitions between levels
from one year (t) to the next (t+1) were recorded.
For instance, in 2016, out of the initial 85 compa-
nies, 28 remained at level 1 (L1/L1), 3 moved to
level 2 (L1/L2), and 1 advanced to level 3 (L1/L3),
with none reaching level 4. This indicated a pre-
dominant trend of companies maintaining mod-
erate levels of disclosure.

Moving to 2017, 25 companies remain atlevel 1 (the
moderate disclosure level, L1/L1). This indicates
that some companies have transited to a higher
level of disclosure, as 25 is less than the number
reported to be in L1/L1 in 2016. Furthermore, 24
companies remained at level 2 (L2/L2), while oth-
ers either fell to a lower level or a higher level. Still,
in 2017, 10 companies transited to level 3 (L3/L3)
while 5 transited to level 4 (L4/L4). The figures
in the sum columns and rows represent the total
number of companies that disclosed mandatory
segment information for all levels. The last inter-
section in the sum section (SUM/SUM) where 85
companies were reported denotes the total num-
ber of companies at all levels. This, therefore, ac-
counts for the total number of companies consid-
ered in the study.

In 2018, 22 companies remained at level 1 (the
moderate disclosure level, L1/L1). This indicates
that some companies have transited to a greater
level of disclosure, as 22 is less than the number
reported to be in L1/L1 in 2017. Furthermore, 21
companies remain at level 2 (L2/L2), while others
either fell to a lower level or a higher level. Still,
in 2018, 8 companies transited to level 3 (L3/L3)
while 7 transited to level 4 (L4/L4). The number
of companies with higher disclosure levels in 2018
increased by two companies compared to 2017.
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In 2019, 19 companies remained in level 1 (the
moderate disclosure level, L1/L1). This indicates
that some companies have transited to a high-
er level of disclosure as the number in the lower
disclosure level is gradually reducing as the years
progress. This implies that companies’ level of
mandatory segment disclosure increased over the
years. This is evident from the number of com-
panies at this level in 2019(19), as against that of
2016(28), 2017(25), and 2018(22). In addition, 20
companies remain in level 2 (L2/L2), while others
either fell to a lower level or a higher level. Still
in 2019, 9 companies transited to level 3 (L3/L3)
while 6 transited to level 4 (L4/L4).

Proceeding to 2020, 17 companies remain in level
1 (the moderate disclosure level, L1/L1). Also, this
indicates that some companies have transited to
a greater level of disclosure as the number in the
lower disclosure level is gradually reducing com-
pared to the preceding years. This implies that
companies’ level of mandatory segment disclosure
increased over the years. This is evident from the
number of companies at this level in 2020(17), as
against that of 2016(28), 2017(25), and 2018(22),
2019(19). In addition, 17 companies remain at level
2 (L2/L2), while others either fell to alower level or a
higher level. Still in 2020, 8 companies transited to
level 3 (L3/L3) while 4 companies transited to level
4 (L4/L4). In subsequent years, results showed that
a significant portion of companies transited to a
higher disclosure level, while a smaller percentage
remained at the lower level (L1). The findings re-
flect a shift towards higher mandatory disclosure
levels in Nigeria as the examined companies not
only advanced to higher levels but also sustained
these improvements. These findings highlight the
impact of regulatory changes and the growing
emphasis on transparency and detailed segment
disclosures, and it is corroborated in the work of
Elsayed et al. (2019).

Table 3 presents a detailed analysis of companies’
transitions across different levels of voluntary seg-
ment disclosure. It consists of two panels: one de-
tailing the absolute number of companies tran-
sitioning at each level, and the other providing
the corresponding percentage breakdown. These
panels are categorized into three distinct levels for
clarity: Level 1 (L1): scores ranging from 0 to less
than 7, Level 2 (L2): scores from 7 to less than 8,

http://dx.doi.org/10.21511/imfi.22(2).2025.14
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Table 2. Transition matrix of extent of mandatory segment disclosure using the recursive method

Panel 1 Panel 2

v Count Proportion/Numbers of Firms in Transition Transition Matrix of firms (%)

ear

2015 2015
L1 2 L3 L4 SUM L1 L2 L3 L4
0

2016
2017
2018
2019
2020
2021
2022

Note: The table shows the transition matrix of the Extent of Mandatory Segment Disclosure from 2015 to 2022. L1 = Level 1,
L2 = Level 2, L3 = Level 3, L4 = Level 4. SUM = sum of the numbers in the row and column, LSP = Long-Run Percentage.

and Level 3 (L3): scores greater than 8. This clas-
sification spans from the minimum voluntary dis-
closure score of 3 to the maximum score of 9, de-
rived from descriptive statistics in Table 1.

Results revealed that out of the 85 companies
that started out in 2015, 29 companies remained
at level one (L1/L1) in 2016, 10 transited to the
second level (L1/L2), only one (1) firm moved to
the third level (L1/L3). This illustrates that all the
companies are low voluntary segment disclosers
since the maximum score is 9 compared to a total

http://dx.doi.org/10.21511/imfi.22(2).2025.14

voluntary disclosure score of 26. Still in 2016, the
second disclosure level (L2) revealed that 15 com-
panies (from 2015) remained at level 2 (L2/L2),
while 4 retrogressed to the first level (L2/L1), and
5 companies moved to a higher level (L2/L3). For
the third level in 2016, 15 companies started at L3/
L3, 4 and 2 companies fell back.

Moving to 2017, 26 companies remain in level 1
(the moderate disclosure level, L1/L1). This indi-
cates that some companies have transited to a
better level of voluntary disclosure, as 26 is less
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Table 3. Transition matrix of the extent of voluntary segment disclosure using the recursive method

Panel 1 Panel 2
v Numbers of Firms in Transition Transition Matrix of firms (%)
ear
2015 2015
L1 L2 L3 Sum L1 L2 L3
10 725 250 2.5
15 16.7 62.5 20.8
2016 :
4 9.5 19.0 71.4
29 32.9 371 300
11 70.3 297 ¢ 00
14 15.6 438 i 406
2017 :
4 25.0 125.0 50.0
29 40.0 331 269
1 571 393 36
17 20.0 48.6 31.4
2018 :
1 54.5 45 1409
29 435 351 1213
14 48.5 424 9.1
14 15.6 438 i 406
2019 :
1 70,0 50 1250
29 42.4 341 1 236
14 46.4 500 i 36
13 20.0 371§ 429
2020 :
2 68.2 91 227
29 41.6 363 1 221
16 316 42.1 26.3
10 29.6 37.0 33.3
2021 :
3 75.0 150 10.0
29 41.6 1337 24.7
16 29.7 432 27.0
11 22.2 407 ¢ 370
2022 :
2 85.7 95 i 48
29 41.1 340 ¢ 249

Note: The table shows the transition matrix of the extent of voluntary segment disclosure from 2015 to 2022. L1 = Level 1,
L2 = Level 2, L3 = Level 3, SUM = sum of the numbers in the row and column, LSP = Long-Run Percentage.

than the number reported to be in L1/L1 in 2016.
Furthermore, 14 companies remain at level 2 (L2/
L2), while others either fell to a lower level or a
higher level. Still in 2017, 8 companies transited
to level 3 (L3/L3). The figures in the sum columns
and rows represent the total number of companies
that disclosed mandatory segment information for
all levels. The last intersection in the sum section
(SUM/SUM) where 85 companies were reported
denotes the total number of companies in all the
levels. This, therefore, accounts for the total num-
ber of companies examined in the study.

In 2018, 16 companies remained at level 1, and
this indicates that some companies have tran-
sited to a higher level of disclosure, as 16 is less
than the number reported to be in L1/L1 in 2015.
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Furthermore, 17 companies remained at level 2
(L2/L2), while others either fell to a lower level or
a higher level. Still in 2018, 9 companies transited
to level 3 (L3/L3). In subsequent years (2019, 2020,
2021), the observed companies only showed a slight
improvement in the level of their voluntary seg-
ment disclosure. By 2022, the long-term percent-
ages showed 41.1% of companies at L1, 34% at L2,
and 24.9% at L3, implying that voluntary segment
disclosure is still very low in listed companies in
Nigeria. This indicates that while some companies
are making progress, a significant portion contin-
ues to maintain a low level of voluntary disclosure.
The studies by Hollie (2015) and Hail (2000) sup-
port this outcome. Thus, the overall level of vol-
untary segment disclosure among Nigerian listed
companies remains relatively low.
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CONCLUSION

This study investigated the transition of listed companies in Nigeria between various levels of manda-
tory and voluntary segment disclosures from 2015 to 2022 to determine whether the segment disclosure
of the observed companies increased or decreased over the sampled period. This is important because
investors have continued to express concerns over the insufficient disclosure practices of listed compa-
nies in Nigeria. To address this problem, this study employed a recursive transition matrix to track year-
by-year changes in mandatory and voluntary segment disclosure levels of the companies from 2015 to
2022 to determine if segment disclosure increased or decreased. Specifically, it compared the number of
companies at various disclosure levels in 2015 to subsequent years. This allowed an assessment of com-
pliance with mandatory segment disclosure regulations as well as the extent of any additional voluntary
information disclosed by companies. Findings indicate that companies’ mandatory segment disclosure
improved over time, starting from the base year of the study. However, the level of voluntary disclosure
remained very low. Despite the numerous benefits of disclosing voluntary segment information, listed
companies in Nigeria have not been providing adequate voluntary segment information to stakeholders.
Therefore, the study recommends that regulators should expand mandatory disclosure requirements to
ensure that companies disclose more segment information specific to the nature of their business ac-
tivities and geographic locations. This expansion is necessary because the current mandatory disclosure
regulations do not fully capture all the aspects of companies’ activities and peculiarities. Additionally,
publicly listed companies should increase voluntary segment disclosure to complement mandatory in-
formation to boost investors’ confidence, reduce information asymmetry, enhance transparency, and
lower the cost of capital.
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