
 

© Obaf e mi Awol owo Uni versity, Il e-Ife, Ni geri a  
 For mor e i nf or mati on contact ir- hel p@oauife. edu. ng    
 
 

FI NANCI AL REPORTI NG QUALI TY AND SHARE VALUES OF QUOTED NON-

FI NANCI AL FI RMS IN NI GERI A 

 

 

 

 

 

 

QUADRI ADEBAYO LA WAL 

ADP15/ 16/ H/ 2634 

B. Sc. ( Accounti ng), Ife  

M. Sc. ( Accounti ng), Ife 

 

 

 

 

 

 

A Ph. D RESEARCH THESI S WRI TTEN I N THE FACULTY OF ADMI NI STRATI ON 

AND SUB MI TTED TO THE POSTGRADUATE COLLEGE,  OBAFE MI AWOLOWO 

UNI VERSI TY, I LE-I FE,  NI GERI A, I N PARTI AL FULFI LMENT OF THE 

REQUI RE MENTS FOR THE AWARD OF THE DEGREE OF DOCTOR OF 

PHI LOSPHY I N ACCOUNTI NG  

2019  

 

 



ii 
 

© Obaf e mi Awol owo Uni versity, Il e-Ife, Ni geri a 
For mor e i nf or mati on contact ir- hel p@oauife. edu. ng   

 

ABSTRACT 

The st udy exa mi ned t he l evel  of  co mpli ance with fi nancial  reporti ng st andards  of  quot ed non-

financial  fir ms  i n Ni geria and exa mi ned t he extent  of  fi nancial  reporting qualit y a mong t he 

fir ms.  It  also det er mi ned t he fact ors  i nfl uenci ng fi nancial  reporti ng qualit y of  quot ed non-

financial  fir ms  and i nvestigated t he i mpact  of  fi nanci al  reporti ng qualit y on share val ues  of  t he 

quot ed non-fi nancial  firms  i n Ni geria.  These were wit h a vi ew t o det er mi ni ng t he effect  of 

fi nancial  reporti ng quality on t he fir ms’  val ue  of  quot ed non-fi nancial  firms  bet ween 2002 and 

2017.  

The st udy e mpl oyed secondary dat a.   The popul ation of  t his st udy was  176 quot ed non-fi nanci al 

fir ms  listed on t he Ni geria St ock Exchange.  Fift y fir ms  were pur posi vel y select ed based on t he 

availability of  co mpl et e fi nancial  i nfor mati on f or t he sa mpl ed peri od.  Data on cashfl ow accr ual 

rati o,  st ate ments  of  fi nanci al  positi on accrual  ratio as  pr oxi es  of  fi nancial  reporting qualit y, 

fir ms’  si ze,  audit ors’  t ype,  share val ues,  board size,  l everage,  audit  commi ttee si ze,  age and 

fir ms’  li qui dit y were sourced from t he audited annual  fi nancial  report  of  the fir ms  and fact book 

of  Ni geria St ock Exchange.  Dat a collected were anal ysed usi ng percent ages  fi xed effect  model, 

random effect model and pool ed OLS met hod.  

The results showed t hat  the co mpli ance of  fir ms  had been i ncreasi ng over  the years  wit h I nco me 

Tax (I AS 12)  havi ng t he hi ghest  l evel  of  co mpli ance of  100 % a mong t he six sa mpl ed st andards. 

Al so,  results on t he ext ent  of  fi nancial  reporting qualit y est ablished t hat  t he l evel  of 

mani pul ati on of  fi nancial st ate ment  had been reduci ng every year  and it  had been reduced t o 0 % 

in bot h years  2016 and 2017 respecti vel y.  Furt her more,  results  reveal ed that  bot h l everage and 

size of  t he fir m (t  = - 0.3412,  p > 0. 05;  t  = 0. 1325,  p > 0. 05)  respecti vely,  had no si gnificant 
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i mpact  on t he fi nancial  reporti ng qualit y of  quot ed non-fi nanci al  fir ms  i n Ni geria.  Fi nall y,  result 

showed t hat  t he fi nancial  reporting qualit y had significant  positi ve effect  on t he share val ue of 

fir ms (t = 2. 1385, p < 0. 05).  

The st udy concl uded t hat  fi nancial  reporti ng quality has  a positi ve i mpact  on t he mar ket  val ue of 

quot ed non-fi nancial fir ms i n Ni geria.
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CHAPTER ONE 

 I NTRODUCTI ON 

1. 1   Background to the St udy  

Ni geria Capital  mar ket  has  been est ablished t o be i nfor mati on i nefficient  ( Nwosa & Oseni, 

2011).  Accor di ng t o t he Efficient  Mar ket  Hypothesis,  ( Fa ma  1991)  st ated t hat  share val ue   

reacts  co mpl et el y and i mmedi at el y t o all  i nfor mat ion availabl e t o t he mar ket.  Efficient  Mar ket 

Hypot hesis ( EMH)  st ates  t hat  an operati onall y efficient  st ock mar ket i s  expect ed t o be 

ext ernall y and i nfor mationall y efficient.  Therefore,  share val ue i s  an unbiased esti mat e of  all 

the availabl e pi eces  of  inf or mati on on t he expected f ut ure cash fl ows  and t he  esti mat ed risk 

invol ved i n buyi ng such a share ( Reill y & Br own,  2003).  Therefore,  efficient  mar ket  pr ovi des 

infor mati on regardi ng the i ntri nsic val ue of  t he securit y whi ch i s  equivalent  t o its  pri ce. 

Anot her  perspecti ve was present ed by Lo ( 1997), t hat  t he mar ket  efficiency t heory st at es  t hat 

onl y t he ne wl y arri ved i nfor mati on i s  capabl e of  changi ng securit y price.  Consequentl y, 

anal ysis of  availabl e i nfor mati on t o det er mi ne t he i ntri nsic val ue of  a  firm will  not  wort h t he 

effort  i n an efficient  market,  as  t he anal ysts will  not  beat  t he mar ket  by maki ng abnor mal 

pr ofit.  This  i mpli es  t hat t he i nvest ors  will  be di scouraged t o anal yze or gat her  i nfor mati on, 

havi ng realized t hat  t hat  the i nfor mati on gat hered and anal yzed has  been reflected i n t he pri ce 

of  t he securit y and t he price i s  an unbi ased esti mate of  t he true val ue of  t he share ( Fa ma,  1965; 

Lo, 1997).  

The i nfor mati on required i n t he capital  mar ket  to whi ch pri ce shoul d respond t o i s  suppli ed 

through fi nanci al  report  of  t he listed fir ms.  Accordi ng t o t he Worl d Bank Report  (2004)  havi ng 

investi gat ed t he Fi nanci al  Reporti ng environment  in Ni geria,  t he report  reveal ed t hat  fi nanci al 

anal ysts,  credit ors  and other  st akehol ders  hel d t he vi e w t hat  t he fi nancial  state ments  are not  of 
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qualit y and st andard.  Hence,  t he fi nancial  st ate ments  i n Ni geria are not  regarded as  credi bl e 

and t here was  an observati on t hat  multi nati onal  fir ms  prepared more qualit y fi nanci al 

state ments  co mpared t o ot her  fir ms  i n Ni geria. On t hese bases,  t he l ow qualit y fi nanci al 

state ments  prepared f or consumpti on i n Ni geria Capital  Mar ket  may be responsi bl e f or 

inefficiency of  Capital  Market.  There i s  a  gr owi ng evi dence t hat  di scl osure generall y i mpr oves 

transparency and t hus r educes  i nfor mati on pr obl e ms  ( Heal y & Pal epu,  2001).  The 

mani pul ati on of  fi nancial  st ate ment  shoul d not  even occur  as  t he I nternati onal  Fi nanci al 

Reporti ng St andard (IFRS) has sti pulated a fra mewor k and obj ecti ve for financi al Reporti ng.  

The general  obj ecti ve of  fi nancial  reporti ng i s  t o make availabl e fi nanci al  infor mati on about  t he 

reporti ng entit y t hat  is  useful  t o current  and pot ential  i nvest ors,  fi nanciers  and ot her  credit ors  i n 

maki ng choi ces  about  provi di ng resources  t o t he entit y (I ASB,  2005).   Although it  relies  on t he 

assumpti on t hat  t he i nformati onal  need of  i nvest ors i s  t he sa me  as  ot her  stakehol ders  as  defi ned 

by t he Revised Concept ual  Fra me wor k of  fi nancial  reporti ng,  users  do not  have t he capabilit y t o 

force t he entit y t o supply t he m wit h t he required i nfor mati on t o make decisi ons  about  t heir 

invest ments.  It  i s  of  ut most  i mport ance t hat  t he inf or mati on supplied t hrough fi nanci al  reporti ng 

shoul d not be less t han bei ng credi bl e.  

Incorporati on of  fir ms  whi ch has  charact erized t he t went y first  centur y fir ms  segregat es 

manage ment  from o wnershi p.  As  a  result  of  t his  separati on,  t he manage ment  of  a  fir m o wes  t he 

owners  and st akehol ders t he responsi bility t o gi ve accurat e account  on t he resources  t hat  have 

been pl aced i n t heir  care whi ch i s  done i n f or m of  fi nancial  st ate ment.  Fi nanci al  Reporti ng i s  a 

means  t hrough whi ch infor mati on bot h quantitati ve and qualitati ve is communi cat ed t o 

sharehol ders  and ot her i nt erested parties  about  t he perfor mance of an entit y i n f or m of 

stewar dshi p account.  Choi  ( 1973)  defi ned fi nanci al  reporti ng as  a  “publicati on of  econo mi c 
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infor mati on whi ch rel ates  t o busi nesses  quantitative or  non- quantitati ve that  can hel p users  i n 

maki ng econo mi c decisions”.  The coverage of  the defi niti on was  ext ended by defi ni ng it  as  a 

pr ocess  where fir ms  communi cat e wit h outsi de st akehol ders  ( Mc Ki nnon,  1984).   It  coul d be 

inferred from t he defi nitions  t hat  consumers  of  financi al  st ate ments  are many,  especi all y t hose 

that  pl ace t heir  confi dence and assess ment  on t he reliability of  fi nancial  st atements  li ke fi nanci al 

anal ysts,  equit y anal ysts and t ax assessors.  The i mportance of  fi nanci al  state ment  whi ch i s  an 

out put  of  fi nancial  reporting cannot  be overe mphasi zed.  Fi nanci al  St ate ment  i s  an i mport ant 

infor mati on t hat  (pot ential)  i nvest ors  need i n maki ng an i nfor med decisi on.  Anal ysts  and 

st ockbrokers  anal yze t his  i nfor mati on and make recommendati on t o t heir clients  on whet her  t o 

buy,  sell  or  hol d a  particul ar  fi nanci al  i nstru ment.  It  gi ves  i nfor mati on not  onl y about 

pr ofitability but  also reflects  fir ms’  abilit y t o generate cashfl ow and meet  expendit ure as  at  when 

due.  The owners  are keenl y i nt erested i n t he feedback from r eporti ng because fi nanci al  reporti ng 

pr ovi des  an i ndi cat or  t o show t he manage ment  and utilizati on of  t he resources  of  t he fir ms.  The 

infor mati on from fi nanci al  st ate ment  i s  also used t o appraise t he perfor mance of  t he 

manage ment  and t heir  rewar ds  i n f or m of  bonuses  ar e det er mi ned usi ng perfor mance di scl osed 

in fi nancial  st ate ment  whi ch coul d be a  source of  i ncenti ve t o mani pul ate fi nancial  i nfor mati on 

discl osed.  

1. 2   St ate ment of Probl e m 

Alt hough bot h I nt ernational  Accounti ng St andard Boar d (I ASB)  and Fi nanci al  Reporti ng 

Council  of  Ni geria ( FRCN)  poi nt  out  t he essence of  hi gh-qualit y fi nanci al  reporti ng,  one of  t he 

ways  of  det er mi ni ng a  financi al  st ate ment  wit h high qualit y i s  t he application of  and co mpli ance 

wi t h accounti ng st andards  t hat  underlie preparati on of  fi nanci al  st atement s  al ongsi de wit h 

Generall y Accept ed Accounti ng Pri nci pl es  ( GAAPS).  Eval uati ng fi nanci al  reporting qualit y 
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comes  wit h challenges. Ear ni ngs  persistence,  accrual  model,  ti mel y loss  recogniti on and 

s moot hness  are met hods t hat  have been adopt ed by different  aut hors.  It  shoul d not  be expect ed 

that  t he pr oxi es  will  work t he sa me   i n all  sit uations  as  t hey have t heir  i ndi vi dual  short comi ngs 

( Dechow et al, 2010). Most studi es appl y the Jones and Modified 
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