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ABSTRACT

This study empirically examined the determinants of financial reporting quality of listed deposit
money banks in Nigeria. The study employs secondary sources of data from the financial
statements for the period of six years (2015– 2020). Random Effects Regression technique of
data analysis was used in the analysis of data.

The study found a significant positive relationship between firm size, firm liquidity, board size
and board diversity and financial reporting quality, while an insignificant relationship was found
between firm leverage during the period under review.

In view of the foregoing empirical findings, it is recommended that: despite the structural and
administrative complexities that are associated with larger companies, managers should deploy
a means of reporting quality financial statement in order to boost the investors’ confidence in the
organization; managers of deposit money banks in Nigeria should strive for improved liquidity
level if they are to enjoy quality financial reporting; banks should maintain adequate and
effective corporate governance practices (board size and board diversity); and in relation to firm
leverage, banks should ensure an optimum leverage level is maintained as such would
continuously minimise the adverse effect of leverage on financial reporting quality.
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CHAPTER ONE

INTRODUCTION

1.1 Background to the Study

The banking industry plays a vital role as channel through which economic and financial

resources flow into the economy. It is therefore imperative to continually evaluate the quality of

their financial report with a view to ensuring that banks remain sound, stable and safe. Financial

statements are critical reports used for assessing and evaluating the performance of any

organisation which includes deposit money banks. These statements are prepared by

management to reflect an organization’s health and position over a period of time. It provides a

summary of accounts of an organisation, the statement of financial position indicating the

liabilities, capital and assets, as well as the statement of comprehensive income depicting the

outcome of operations over a timeframe (Meyer, 2009).

Financial reporting can be defined as the process of reporting financial activities of a business in

a formal manner (Gaynor, Andrea, Molly, & Teri, 2016). A financial report should have good

quality so that users of the information will not be misled. Financial reporting is a

communication system that involves the firm’s management as the preparer, the investors and

creditors as primary users, and other secondary users such as the government authorities and the

general public (Olowokure, Tanko & Nyor, 2016). Pattaraporn (2016) observes that investors

give more attention to earnings in the financial reports more than other accounting information;
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therefore, management becomes prone to influencing accounting earnings in order to meet

investors’ expectations. Hence, the demand and need for sufficient transparency and high quality

corporate financial reporting, that is, the truthfulness of the information disclosed by the

financial reporting process is indispensable (Ivanova et al., 2016).

There iihas iibeen iifrequent iicriticism iiagainst iiaccounting iiprofession iias iia iiresult iiof iiglobal iifinancial

iicrisis, iifinancial iiscandals iiand iicorporate iifailures iiin iithe iiworld. iiIn iiNigeria, iithe iimajor iicases iiof iisimilar

iifinancial iiand iiaccounting iiscandals iiinclude iithe iicollapse iiof iithe iibanking iisector iiwith ii26 iibanks

iiliquidated iiin ii1997 iiand iithe iifalsification iiof iithe iicompany iifinancial iistatements iiin iiCadbury iiNigeria

iiPlc. iiin ii2006 iiand iithe iimore iirecent iipost iiconsolidation iibanking iicrises iiof ii2009 iiin iiNigeria iiwhen ii10

iibanks iiwere iideclared iiinsolvent iiand ii8 iiexecutive iimanagement iiteams iiof iithe iibanks iiremoved iiby iithe

iiCBN. iiIn iiall iiof iithese iiscandals, iithe iicentral iiissues iiare iithe iiavailability iiand iireliability iiof iiaccounting

iiinformation iiand iithe iineed iito iireview iithe iieffectiveness iiof iiaccounting iistandards, iiauditing iiprocesses

iiand iifinancial iireporting iipractices ii(Popoola, iiet iial., ii2014).

However, iias iia iiresult iiof iithe iiCBN’s iiregulatory iiexperience iias iiwell iias iithe iiglobal iifinancial iicrisis

iiwhich iiimpaired iipublic iiconfidence iiin iithe iination’s iifinancial iimarkets. iiThe iiCBN iiin ii2009 iiissued iiits

iidisclosure iirequirements iifor iiBanks iito iiunderscore iithe iineed iito iistrengthen iiregulation iiand iisupervision

iithrough iienhanced iidisclosures iiby iifinancial iiinstitutions. iiIt iiis iiagainst iithis iibackdrop iithat iibanks iiare

iistatutorily iirequired iito iiobtain iithe iiCentral iiBank iiof iiNigeria’s iiapproval iibefore iipublication iiof iitheir

iiaudited iifinancial iistatements. iiThis iiis iito iienable iithe iimonetary iiauthority iiascertain iithe iisoundness,
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iistability iiand iisafety iiof iithe iibanks iias iiwell iias iiprovide iiassurance iion iithe iiaccuracy iiand iireliability iiof iithe

iifinancial iireporting ii(Bosede, iiet iial., ii2019). ii

Some iiof iithe iideterminants iiaffecting iifinancial iireporting iiquality iirelating iito iispecific iicharacteristics iiof

iithe iicompany iiare iileverage, iifirm iisize, iiprofitability, iisize iiof iiaudit iifirm, iiand iithe iistatus iiof iilisting

ii(Soheilyfar iiet iial., ii2014; iiAl-Asiry, ii2017). iiThe iiother iiclassification iiof iideterminants iiof iifinancial

iireporting iiquality iiincorporates iithe iifeatures iiof iicorporate iigovernance iisuch iias iiboard iicomposition,

iiboard iisize, iiand iiownership iistructure ii(Chakroun ii& iiHussainey, ii2016; iiThalassinos ii& iiLiapis, ii2020). ii

The iiboard iicompositions iihave iibeen iifound iito iihave iian iiimpact iion iiquality iifinancial iireporting.

iiAccording iito iiObigbemi, iiet iial., ii(2016) iithe iiNigerian iiCode iiof iiCorporate iiGovernance iispecifies iithat

iithe iicomposition iiof iithe iiboard iiof iidirectors iimust iiensure iidiversity, iiso iithat iiintegrity, iicompatibility,

iiindependence iiand iiavailability iiwill iinot iibe iicompromised. iiFurthermore, iithe iiboard iishould iibe iimade

iiup iiof iiboth iiexecutive iiand iinonexecutive iidirectors iito iibe iiheaded iiby iia iiChairman, iiand iithe iimembership

iishould iibe iifrom ii5 iito ii15 iipersons. iiAbu iiSiam, iiLaili iiand iiBin-Khairi ii(2014) iiargue iithat iiboard iiof

iidirectors iiplay iia iisupervisory iirole iiof iicontrolling iithe iireliability iiand iiquality iiof iifinancial iireports,

iibecause iimanagers iiare iiprone iito iimanage iiearnings iito iithe iidetriment iiof iishareholders.

Furthermore, iithe iiability iiof iia iifirm iito iimeet iiits iicurrent iiobligations iias iithey iifall iidue iiis iian iiindication iito

iiinvestors iiand iicreditors iiof iiits iicontinued iiexistence iiin iithe iifuture. iiThus, iiit iiwill iibe iiwilling iito iireport iiits

iiliquidity iiposition iito iithe iipublic ii(Shehu ii& iiFarouk, ii2014). iiLiquidity iiis iialso iian iiindication iiof iia iihealthy

iifinancial iiperformance iiof iia iifirm. iiA iifirm iiwith iigood iifinancial iiperformance iiindices iisuch iias iiliquidity

iihas iimore iiinducement iito iiprovide iiearnings iiinformation iiof iihigher iiquality ii(Amr, ii2016). iiIt iiis iiagainst
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iithis iiintroductory iibackground iithat iithis iistudy iiseeks iito iiexamine iithe iideterminants iiof iifinancial

iireporting iiquality iiof iilisted iideposit iimoney iibanks ii(DMBs) iiin iiNigeria.

1.2 iiStatement iiof iithe iiProblem

The iiNigerian iicorporate iienvironment iihas iiexperienced iimany iiissues iiwith iiregard iito iifinancial

iireporting iicredibility iiand iiquality iiwhich iihas iiresulted iiin iiaccounting iiscandals iiand iicorporate iifailures,

iifor iiexample iithe iicase iiof iiOceanic iibank, iiCadbury iiNigeria iiPlc., iiIntercontinental iibank iiand iiAfrican

iiPetroleum. iiThese iifailures iiare iimostly iiattributed iito iiinadequate iidisclosure iiand iitransparency iiabout

iifinancial iireporting iiprocess iiof iifirms iiand iimanipulative iiaccounting ii(Bhasin, ii2016).

There iiis iialso iitendency iifor iiunethical iiand iiopportunistic iibehaviour iiamong iifirms iiin iiNigeria iiwhich

iitherefore iiresult iito iithe iiflexibilities iiwithin iithe iiaccounting iistandards iifor iipreparers iiof iiaccounting

iiinformation iito iichoose iiaccounting iimethods, iipolicies iiand iiestimates iiof iitheir iichoice iito iireflect iifuture

iianticipation iiof iifirms. iiHowever, iithey iisometimes iiuse iithis iiflexibility iito iidistort iifinancial iiinformation

iifor iiself-serving iipurposes iithat iido iinot iishow iithe iifirm’s iieconomic iireality ii(Farouk, ii2018).

Over iithe iiyears, iithe iiquality iiof iifinancial iireporting iihas iibeen iiof iiconsiderable iiconcern iito iistakeholders

iisuch iias iifinancial iianalysts, iitax iiauthorities, iipotential iiinvestors, iithe iigeneral iipublic iishareholders, iiand

iicreditors. iiThey iiargue iithat iithe iifinancial iireports iiare iinot iian iiaccurate iirepresentation iiof iithe iireflection

iiof iibusiness iiactivities, iihence iimeaning iithat iiit iiis iinot iia iisuitable iimeans iiof iiperformance iievaluation. iiFor

iiexample, iithe iiidea iiof iistating iiassets iiat iitheir iihistorical iicost iidoes iinot iitake iicognizance iiof iithe iieffect iiof

iiinflation iithough iithe iireal iivalue iiof iisuch iiassets iimight iihave iibeen iieroded iior iithe iifact iithat iifinancial
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iistatements iido iinot iicover iivariables iithat iiare iirelevant iiin iidetermining iithe iioverall iiperformance iiof

iibanks iisuch iias: iicustomer iisatisfaction, iirisk iiand iiso iion ii(Echobu iiet iial., ii2017). ii ii ii ii ii ii ii ii ii ii ii ii ii ii ii ii ii ii ii ii

A iithorough iireview iiof iiprevious iistudies iirevealed iithat iinumerous iistudies iion iithe iideterminants iiof

iifinancial iireporting iiquality iiin iideveloped iiand iideveloping iicountries iihave iibeen iiconducted ii(Monday

ii& iiNancy, ii2016). iiThese iiempirical iistudies iion iifinancial iireporting iiquality iiconcentrated iiprimarily iion

iinon-financial iifirms ii(Abdul iiMajid ii& iiIsmail, ii2008; iiBello, ii2013; iiKasmir, ii2013; iiThalassinos iiet iial.,

ii2015; iiOlowokure, iiTanko, ii& iiNyor, ii2016; iiSusanto ii& iiRamadhani, ii2016; iiAkeju ii& iiBabantuntde

ii2017; iiMahboub, ii2017; iiEchobu, iiOkika, ii& iiMailafia, ii2017; iiHassan ii& iiKenny ii& iiLuqman, ii2019).

Despite iiits iiflourishing iiin iithe iiWestern iicontext, iifinancial iireporting iiquality iiresearch iiin iideveloping

iicountries iisuch iias iiNigeria iiis iistill iiin iiits iiinfancy ii(Monday ii& iiNancy, ii2016). iiThe iibanking iiindustry's

iilack iiof iiresearch iiin iithis iiarea iiis iieven iimore iipronounced ii(Haji ii& iiGhazali, ii2013).

DMBs iiin iiNigeria, iilike iiany iiother iicompany, iiface iia iivariety iiof iichallenges iiwhen iiit iicomes iito iithe

iiquality iiof iitheir iifinancial iireports ii(Farrell, iiYu ii& iiZhang, ii2013). iiFor iiexample, iiit iihas iibeen iiargued iithat

iia iibank's iiasset iisize iiis iia iifactor iithat iiis iilikely iito iihave iia iirelationship iiwith iithe iiquality iiof iitheir iifinancial

iireport. iiA iibank iiwith iia iilarge iiasset iibase iimay iifeel iienormous iipressure iito iiengage iiin iiearnings

iimanagement iiin iiorder iito iipresent iia iipositive iifinancial iiperformance. iiCurrently, iithere iiis iia iiscarcity iiof

iistudies iiin iithis iifield iiin iiNigeria iithat iirely iisolely iion iidata iifrom iideposit iimoney iibanks. iiThe iistudies

iiconducted iiby ii(Dabor ii& iiIbadin, ii2013; iiOlowokure, iiTanko, ii& iiNyor, ii2016) iiare iiamong iithe iifew iiin

iiNigeria iion iithe iideterminants iiof iifinancial iireporting iiquality iiof iideposit iimoney iibanks. iiHowever,

iiDabor iiand iiIbadin ii(2013) iiconsidered iionly iithe iicorporate iigovernance iiattributes iiof iithe iibanks iileaving
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iiout iiother iistructural iiattributes iisuch iias iifirm iisize, iifirm iiliquidity iiand iifirm iileverage iiwhile iiOlowokure,

iiTanko iiand iiNyor ii(2016) iiutilized iiAbnornal iiLoan iiLoss iiprovision ii(ABLL) iias iia iiproxy iiof iifinancial

iireporting iiquality iiwhich iiis iinot iian iiefficient iimeasure iiof iifinancial iireporting iiquality iiwhen iicompared

iito iithe iiuse iiof iithe iilevel iiof iidiscretionary iiaccruals ii(residuals). ii

Therefore, iithis iistudy iiaims iito iiinvestigate iithe iipotential iimain iideterminants iithat iimay iiinfluence iithe

iiquality iiof iifinancial iireporting iiby iiNigerian iideposit iimoney iibanks iifor iithe iiperiod ii2015-2020 iiusing iithe

iilevel iiof iidiscretionary iiaccruals ii(residuals) iias iia iimeasure iiof iifinancial iireporting iiquality. iiThese

iideterminants iiprecisely iipertain iito iibank iispecific iicharacteristics iiand iicorporate iigovernance iivariables.

iiThe iiNigerian iideposit iimoney iibanks iiare iian iiinteresting iicase iibecause iidespite iithe iilatest iiuniversal

iifinancial iicrisis, iiwhich iiinfluenced iithe iibanking iisector iiglobally, iithe iiNigerian iibanking iiindustry iiis

iistill iifaced iiwith iiseveral iifinancial iiproblems, iiwhich iiconsecutively iihas iigenerated iia iiprospective iifor

iibetter iiefficiency iiin iifinancial iireporting; iithus, iia iistudy iiof iithis iinature iiis iijustified.

1.3 iiResearch iiQuestions

Based iion iithe iiabove iistated iiproblem, iithe iifollowing iiresearch iiquestions iiwill iibe iianswered;

i. What iiis iithe iieffect iiof iifirm iisize iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs iiin

iiNigeria?

ii. What iiis iithe iieffect iiof iifirm iiliquidity iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs iiin

iiNigeria?
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iii. To iiwhat iiextent iidoes iifirm iileverage iiaffect iithe iifinancial iireporting iiquality iiof iilisted iiDMBs

iiin iiNigeria?

iv. To iiwhat iiextent iidoes iiboard iisize iiaffect iithe iifinancial iireporting iiquality iiof iilisted iiDMBs iiin

iiNigeria?

v. To iiwhat iiextent iidoes iiboard iidiversity iiaffect iithe iifinancial iireporting iiquality iiof iilisted iiDMBs

iiin iiNigeria?

1.4 iiObjectives iiof iithe iiStudy

The iimain iiobjectives iiof iithis iistudy iiis iito iiexamine iithe iideterminants iiof iithe iifinancial iireporting iiquality

iiof iilisted iiof iiDMBs iiin iiNigeria. iiThe iispecific iiobjectives iiinclude iithe iifollowing;

i. To iiascertain iithe iieffect iiof iifirm iisize iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs iiin

iiNigeria; ii

ii. To iiexamine iithe iieffect iiof iifirm iiliquidity iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs

iiin iiNigeria;

iii. To iiinvestigate iithe iieffect iiof iifirm iileverage iion iithe iifinancial iireporting iiquality iiof iilisted

iiDMBs iiin iiNigeria;

iv. To iiascertain iithe iieffect iiof iiboard iisize iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs iiin

iiNigeria; iiand

v. To iiassess iithe iieffect iiof iiboard iidiversity iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs

iiin iiNigeria.
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1.5 iiResearch iiHypotheses

The iihypotheses iifor iithe iistudy iiare iistated iiin iinull iiform iibelow;

H01: iifirm iisize iihas iino iisignificant iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs iiin

iiNigeria. ii

H02: iifirm iiliquidity iihas iino iisignificant iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs

iiin iiNigeria. ii

H03: iifirm iileverage iihas iino iisignificant iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs

iiin iiNigeria.

H04: iiboard iisize iihas iino iisignificant iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs iiin

iiNigeria.

H05: iiboard iidiversity iihas iino iisignificant iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iiDMBs

iiin iiNigeria.

1.6 iiSignificance iiof iithe iiStudy ii

The iistudy iiwill iibe iirelevant iito iithe iifollowing iistakeholders;

Managers/Stakeholders

The iistudy iiwill iiprovide iithe iimanagers iiand iistakeholders iiwith iithe iibasis iifor iigood iicompany iipolicies

iirelating iito iideterminants iiof iifinancial iireporting iiquality iias iia iiwhole; iihence iiit iiwill iienable iibanks iito iitake

iinecessary iiactions iito iiimprove iithe iifinancial iireporting iiquality iiof iibanks iiand iimake iigood iidecision iithat

iiwill iimove iithe iiorganization iiforward.
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Investors

The iistudy iiwould iiprovide iiinformation iito iiinvestors iiin iithe iiNigeria iiExchange iiLimited ii(NGX) iion iithe

iideterminants iiof iifinancial iireporting iiquality iiin iithe iibanking iisectors iiso iias iito iiprotect iitheir iiinvestment

iiand iidirect iiit iito iithe iibest iiand iiviable iiinvestment iithat iiwill iiyield iibenefit iiin iifuture.

Accounting iiPractitioners

The iistudy iiwill iiprovide iiaccounting iipractitioners iias iiwell iias iiregulators iiwith iivaluable iiinsight iiinto iithe

iicomplex iiinteractions iibetween iifirms’ iispecific iideterminants iiand iifinancial iireporting iiquality iiin iithe

iiNigerian iibanking iisector.

Academia

This iiresearch iiwill iiprovide iiup iito iidate iiknowledge iiwhich iiwill iialso iibe iihelpful iito iithe iiacademic iifield iiby

iiproviding iiextensive iiknowledge iion iithe iideterminants iiof iifinancial iireporting iiquality iiin iithe iiNigerian

iibanking iisector.

Researchers

Finally, iithe iistudy iicould iiprove iibeneficial iito iiother iiresearchers iiwho iiwish iito iiconduct iisimilar iistudies,

iias iithey iican iiacquire iibackground iiinformation iifrom iithe iiresults iiof iithe iistudy, iiwhich iicould iiserve iias iia

iiguideline iifor iithe iimodification iiof iitheir iiown iiresearch. iiThe iistudy iicould iiadd iito iithe iigrowing iibody iiof

iiknowledge iiin iithe iifield iiof iideterminants iiof iifinancial iireporting iiquality iiin iithe iiNigerian iibanking

iisector.
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1.7 iiScope iiof iithe iiStudy

The iifocus iiof iithis iistudy iiis iion iithe iideterminants iiof iifinancial iireporting iiquality iiin iithe iiNigerian iibanking

iisector. iiSpecifically, iithe iistudy iiwill iifocus iion iilisted iideposit iimoney iibanks. iiThe iichoice iiof iilisted

iideposit iimoney iibanks iiis iito iiensure iiuniformity iiand iiaccessibility iiof iidata, iilisted iibanks iiare iicompelled

iito iirelease iitheir iifinancial iistatements iiwithin iia iitime iiframe iiset iiby iiSecurity iiand iiExchange

iiCommission ii(SEC) iiwhich iiif iinot iiadhered iito iiwill iiattract iifines iior iiother iiregulatory iipunishment. iiThe

iistudy iishall iicover iia iitime iiscope iiof ii2015-2020 ii(six iiyears). iiThe iichoice iiof iithis iiperiod iiis iito iiensure iithe

iistudy iireflect iicurrent iitrends iiand iito iiavoid iiporous iidata iiissue iiwhich iicould iioccur iias iia iiresult iiof iithe

iistudy’s iiutilisation iiof iipanel iidata iiwhich iiwill iibe iisourced iifrom iithe iifinancial iistatements iiof iilisted

iiDMBs iiin iiNigeria; iihence iia iishorter iitime iiframe iiis iiadvisable iiwhen iiutilising iipanel iidata. iiTherefore,

iigiven iithe iiabove iibackground; iiin iimy iiopinion, iithe iilisted iiDMBs iiin iiNigeria iiwhich iimakes iiup iia iitotal

iinumber iiof ii14 ii(fourteen) iias iiretrieved iifrom iithe iiNigeria iiExchange iiLimited iiFactbook iiare iithe

iirepresentatives iiof iiother iibanks iithat iiare iinot iilisted iion iithe iifloor iiof iiNigerian iiExchange iiLimited. ii

1.8 iiStructure iiof iithe iiStudy

This iistudy iiis iidivided iiinto iifive iichapters. iiChapter iione, iithe iiintroduction, iiconsists iiof iithe iiresearch

iiproblem, iiresearch iiquestions iiand iihypotheses. iiIt iialso iiincludes; iithe iisignificance, iiscope iiand iithe

iiorganization iiof iithe iistudy. iiChapter iitwo iilooks iiat iithe iiliterature iireview, iifirstly, iia iiconceptual iireview

iishall iibe iicarried iiout iion iithe iivariables iiof iithe iistudy. iiSecondly, iithe iitheoretical iiliterature iifrom iiwhich

iithe iiframework iiof iireference iifor iithis iistudy iiwill iibe iiadopted iiwill iibe iipresented iias iiwell iias iithe iirelevant
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iiempirical iiliteratures. iiChapter iithree iidetails iithe iiresearch iimethodology iiemployed iiin iithis iistudy iiand

iioutlines iithe iiresearch iimethods iiused. iiChapter iifour iipresents iithe iifindings iiof iithe iistudy iialong iiwith

iitheir iidiscussion. iiFinally, iiChapter iifive iiprovides iia iisummary iiof iifindings, iirecommendation iiand

iiconclusion.
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CHAPTER iiTWO

LITERATURE iiREVIEW

2.1 iiIntroduction

This iisection iicovers iithe iireview iiof iipertinent iiliterature. iiThis iisection iiwill iireview iiliterature iion iithe

iideterminants ii(firm iispecific iicharacteristics iiand iicorporate iigovernance) iiof iifinancial iireporting

iiquality. iiThe iichapter iiwill iibe iidivided iiinto iithree iisections: iiconceptual iireview, iireview iiof iiempirical

iiliterature iiand iireview iiof iitheories. iiThe iiconceptual iireview iishall iiconceptualize iithe iivariables iiof iithe

iistudy, iithat iiis, iifirm iispecific iicharacteristics, iicorporate iigovernance iiand iifinancial iireporting iiquality.

iiThe iireview iiof iiempirical iiliterature iishall iipresent iia iireview iiof iipast iistudies iion iithe iirelationship

iibetween iieach iiindependent iivariables iiand iibank iias iiwell iias iitheir iifindings iiwhile iithe iireview iiof iitheories

iishall iidiscuss iitheories iirelevant iito iithe iisubject iimatter. ii

2.2 iiConceptual iiReview

2.2.1 iiFinancial iiReporting iiQuality

Financial iireporting iiquality iiis iia iiterm iithat iifrequently iiappears iiin iiacademic iiliterature, iieither iidirectly

iior iiindirectly iivia iiconcepts iiof iiinformation iiquality. iiIt iihas iilong iibeen iiregarded iias iidifficult iito iicome iiup

iiwith iia iisingle, iiwidely iiaccepted iidefinition ii(Ball iiet iial., ii2003; iiCheung iiet iial., ii2010). iiThe iibreadth iiof

iiapproaches iitaken iiby iiresearchers iidemonstrates iithis iidifficulty ii(Biddle iiet iial., ii2009; iiBeest iiet iial., ii2009;

iiCheung iiet iial., ii2010; iiFinancial iiAccounting iiStandards iiBoard, ii2010; iiElbannan, ii2011; iiPlatikanova ii&

iiPerramon, ii2012; iiAchim ii& iiChis, ii2014). iiAgienohuwa iiand iiIlaboya ii(2018) iistated iithat iithe iiconcept iiof
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iifinancial iireporting iiquality iihas iibeen iithe iisubject iiof iicomplex, iiconfusing, iiand iicontradictory iidebates

iiabout iifinancial iireporting iiand iiaccounting iistandard-setting iion iia iiglobal iiscale. iiMbobo iiand iiEkpo

ii(2016) iiobserved iithat iiresearchers, iipractitioners, iiand iiregulators iiall iidisagree iior iiare iisilent iion iiwhat

iiconstitutes iifinancial iireporting iiquality. iiThey iicited iithe iiSarbanes-Oxley ii(SOX) iiAct iiof ii2002 iias iian

iiexample, iiwhich iirequires iiaudit iicommittees iiand iiauditors iito iidiscuss iithe iiquality iiof iiinformation

iidisclosed iiby iia iicompany iiwhen iithe iiAct iidoes iinot iidefine iifinancial iireporting iiquality. iiBased iion iithe iiAct,

iiit iiis iithe iiresponsibility iiof iithe iistandard-setting iibody iito iibe iicapable iiof iiimproving iithe iiaccuracy iiand

iieffectiveness iiof iifinancial iireporting, iias iiwell iias iithe iiprotection iiof iiinvestors iiunder iisecurities iilaws

ii(SOX, ii2002), iiby iikeeping iistandards iicurrent iiin iiorder iito iireflect iichanges iiin iithe iibusiness iienvironment,

iithe iiextent iito iiwhich iiinternational iiconvergence iion iihigh-quality iiaccounting iistandards iiis iinecessary iior

iiappropriate iiin iithe iipublic iiinterest, iiand iithe iiprotection iiof iiinvestors ii(SOX, ii2002). iiThe iiconceptual

iiframework iiof iithe iiInternational iiAccounting iiStandards iiBoard ii(IASB) iialso iiclaims iithat iiit iiprovides

iithe iifoundation iifor iistandards iithat iicontribute iito iitransparency iiby iiimproving iithe iiinternational

iicomparability iiand iiquality iiof iifinancial iiinformation ii(IASB, ii2018). iiThe iiterm ii"quality iiof iireporting"

iiis iiused iiin iithe iiIASB iimission iistatement, iihowever iithe iistandard-setter iidoes iinot iielaborate iion iiwhat

iifinancial iireporting iiquality iientails. ii

Jonas iiand iiBlanchet ii(2000) iidefines iifinancial iireporting iiquality iias iia iicomplete iiand iitransparent

iifinancial iiinformation iithat iiis iinot iiintended iito iiobfuscate iior iimislead iiusers. iiRobinson iiet iial. ii(2004)

iiopines iithat iifinancial iireporting iiquality iiextends iibeyond iithe iitraditional iinotions iiof iiconservatism iiand

iiearnings iiquality. iiThey iistated iithat iifinancial iireporting iiquality iirefers iito iithe iioverall iiquality iiof
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iifinancial iistatements iiand iirelated iidisclosures iiin iiorder iito iidetermine iihow iiwell iithe iireported iiresults

iifairly iipresent iia iicompany's iioperations iiand iifinancial iiposition. iiFinancial iireporting iiquality iiis iidefined

iiby iiBiddle iiet iial. ii(2009), iiis iithe iiprecision iiwith iiwhich iifinancial iireports iiconvey iiinformation iiabout iithe

iifirm's iioperations, iiparticularly iiits iicash iiflows, iito iiinform iiequity iiinvestors. iiBeest iiet iial. ii(2009) iiargued

iithat iifinancial iireporting iiquality iiis iia iibroader iiconcept iithat iiincludes iinot iionly iifinancial iiinformation

iibut iialso iidisclosures iiand iiother iinon-financial iiinformation iiuseful iifor iidecision-making. iiCheung iiet iial.

ii(2010) iistated iithat iithe iiquality iiof iifinancial iireporting iiis iidetermined iiby iiwho iiprepares iithe iiinformation

iiand iifor iiwhat iipurpose. iiThe iiFinancial iiAccounting iiStandards iiBoard ii(FASB) ii(2010) iidefines

iifinancial iireporting iiquality iias iitransparency, iihigh iiquality, iiinternal iiconsistency, iitrue iiand iifair iiview iior

iifair iipresentation, iiand iicredibility. iiTransparency, iihigh iiquality, iiinternal iiconsistency, iitrue iiand iifair

iiview, iior iifair iipresentation, iion iithe iiother iihand, iiare iidifferent iiwords iito iidescribe iiinformation iithat iihas

iithe iiqualitative iicharacteristics iiof iirelevance iiand iirepresentational iifaithfulness iienhanced iiby

iicomparability, iiverifiability, iitimeliness, iiand iiunderstandability. iiElbannan ii(2011) iidefines iifinancial

iireporting iiquality iias iithe iiextent iito iiwhich iia iicompany's iifinancial iireports iicommunicate iiits iiunderlying

iieconomic iistate iiand iiperformance iiduring iithe iimeasurement iiperiod.

Platikanova iiand iiPerramon ii(2012) iiargues iithat iiif iiusers iican iiidentify iisimilarities iiand iidifferences

iibetween iitwo iisets iiof iieconomic iiphenomena, iithe iiinformation iiis iiof iihigh iiquality. iiAchim iiand iiChis

ii(2014) iiwas iiof iithe iiopinion iithat iifinancial iireporting iiquality iicannot iibe iidefined iiuniquely. iiWhen

iifinancial iiinformation iiimproves iithe iiqualitative iicharacteristics iiincorporated iiin iithe iiIASB

iiConceptual iiFrameworks, iiit iiis iiof iihigh iiquality ii(and iiFASB). iiHerath iiand iiAlbarqi ii(2017) iiviews
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iifinancial iireporting iiquality iias iiwhen iifinancial iistatements iiprovide iiaccurate iiand iifair iiinformation

iiabout iian iientity's iiunderlying iifinancial iiposition iiand iieconomic iiperformance, iireferring iito iithe iiFASB,

iiIASB, iithe iiAccounting iiStandard iiBoard iiin iithe iiUnited iiKingdom ii(ASB-UK), iiand iithe iiAustralia

iiAccounting iiStandard iiBoard ii(AASB). iiFinancial iireporting iiquality iiis iidefined iiby iithe iiChartered

iiFinancial iiAnalyst ii(CFA) ii(2019) iias iithe iicharacteristics iiof iia iicompany's iifinancial iistatements.

iiAdherence iito iigenerally iiaccepted iiaccounting iiprinciples ii(GAAP) iiin iithe iijurisdiction iiin iiwhich iithe

iifirm iioperates iiis iithe iiprimary iicriterion iifor iijudging iifinancial iireporting. iiGiven iithat iiGAAP iiprovides

iioptions iifor iimethods iiand iispecific iitreatment iiof iimany iiitems, iicompliance iiwith iiGAAP iidoes iinot

iialways iiresult iiin iihigh-quality iifinancial iireporting. iiFinancial iireporting iiof iihigh iiquality iimust iibe

iidecision-useful. iiRelevance iiand iifaithful iirepresentation iiare iitwo iicharacteristics iiof iidecision-useful

iifinancial iireporting.

Verdi ii(2006) iidefined iifinancial iireporting iiquality iias iithe iiprecise iimanner iiin iiwhich iiinformation iiabout

iia iibusiness iiactivity iiis iishown iiin iirelation iito iiits iianticipated iicash iiflows, iiwith iithe iigoal iiof iiinforming

iishareholders iiabout iia iicompany's iioperation. iiThe iidegree iito iiwhich iifinancial iistatements iiprovide iius

iiwith iiinformation iithat iiis iifair iiand iiauthentic iiabout iian iienterprise's iifinancial iiposition iiand iiperformance

iiis iireferred iito iias iifinancial iireporting iiquality ii(Tang iiet iial., ii2008). iiBased iion iithe iidefinitions iiabove, iifor

iia iifinancial iistatement iito iibe iiconsidered iihigh-quality, iiit iimust iicontain iigenuine iiinformation iiabout iithe

iieconomic iiperformance, iifinancial iiposition, iiand iiactivities iiof iithe iibusiness iiin iirelation iito iiits iicash iiflow

iigeneration, iiwith iithe iigoal iiof iiproviding iiinformation iithat iiis iiuseful iito iishareholders iiand iiother

iistakeholders iiof iithe iiorganization. iiMartnez-Ferrero iiet iial. ii(2015) iidefined iifinancial iireporting iiquality
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iias iithe iiconsistency iiwith iiwhich iiinformation iiis iiconveyed iiduring iithe iifinancial iireporting iiprocess.

iiBecause iithis iidefinition iiwas iiprimarily iiconcerned iiwith iithe iifinancial iiaspects iiof iian iiorganization, iiwe

iiexpanded iiand iimodified iiit.

One iipossible iiexplanation iifor iithe iidifficulty iiin iidefining iifinancial iireporting iiquality iiis iithat iidifferent

iiusers iiuse iifinancial iireports iifor iidifferent iipurposes iiand iiwith iidifferent iiinformation iirequirements.

iiInvestors, iifor iiexample, iidecide iiwhether iior iinot iito iiinvest iiin iibusinesses iibased iion iivarious iiinvestment

iistrategies iisuch iias iidividend iiincome iiand iicapital iigains. iiLenders, iion iithe iiother iihand, iiare iiconcerned

iiabout iithe iicompany's iiability iito iimeet iiits iidebt iiobligations. iiLenders iiare iiprimarily iiinterested iiin iithe

iicompany's iisolvency, iiliquidity, iiand iiprofitability iiindicators iiwhen iievaluating iiits iifinancing. iiThis

iiviewpoint iiis iishared iiby iiBeattie iiet iial. ii(2004) iiand iiMcDaniel iiet iial. ii(2002), iiwho iiargue iithat iithe iiconcept

iiof iiquality iiis iiinherently iisubjective iidue iito iicompeting iipreferences iiamong iiuser iigroups iimaking

iidifferent iijudgements iiand iidecisions. iiMai ii(2013) iialso iiargued iithat iiinformation iiquality iiis iia iisubjective

iiconstruct, iiand iithat iiusers iiwould iijudge iiits iiquality iifor iithemselves. iiAs iia iiresult, iiit iiis iinot iisurprising iithat

iiprior iiliterature iihas iistruggled iito iiidentify iia iiset iiof iiabsolute iiquality iiassessment iicriteria iias iiwell iias iia

iigenerally iiaccepted iifinancial iireporting iiquality iidefinition.

2.2.1.1 iiMeasure iiof iiFinancial iiReporting iiQuality

Financial iireporting iiquality iican iibe iievaluated iiboth iidirectly iiand iiindirectly. iiIt iicould iibe iimeasured

iidirectly iiusing iithe iiaccruals iimodel, iithe iivalue iirelevance iimodel, iispecific iielements iiin iiannual iireports,

iiand iioperationalizing iithe iiqualitative iicharacteristics ii(Beest iiet iial., ii2009). iiIt iicould iibe iimeasured
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iiindirectly iithrough iiearnings iimanagement, iifinancial iirestatements, iiand iitimeliness ii(Barth iiet iial., ii2008;

iiSchipper ii& iiVincent, ii2013; iiCohen, iiet iial., ii2004). ii

2.2.1.1.1 iiInternational iiAccounting iiStandard iiBoard ii(IASB)

International iiAccounting iiStandards iiBoard iiopines iithat iithe iiessential iiprinciple iiof iiassessing iifinancial

iireporting iiquality iiis iirelated iito iithe iifaithfulness iiof iithe iiobjectives iiand iithe iiquality iiof iidisclosed

iiinformation iiin iia iicompany's iifinancial iireports. iiThese iiqualitative iicharacteristics iifacilitate iiassessing

iithe iiusefulness iiof iifinancial iireports, iiresulting iiin iia iihigh iilevel iiof iiquality. iiFinancial iireports iimust iibe

iifaithfully iirepresented, iicomparable, iiverifiable, iitimely, iiand iiunderstandable iiin iiorder iito iiachieve iithis

iilevel. iiAs iia iiresult, iithe iiemphasis iiis iion iihaving iitransparent iifinancial iireports iiand iinot iiproviding iiusers

iiwith iimisleading iifinancial iireports, iinot iito iimention iithe iisignificance iiof iiprecision iiand iipredictability iias

iiindicators iiof iihigh iifinancial iireporting iiquality ii(Gajevszky, ii2015).

There iiare iiagreed iiupon iielements iiof iihigh iiquality iifinancial iireporting, iias iidefined iiin iithe iiFASB iiand

iiIASB iiConceptual iiFramework iifor iiFinancial iiReporting. iiRelevance, iifaithful iirepresentation,

iiunderstandability, iicomparability, iiverifiability, iiand iitimeliness iiare iisome iiof iithe iiqualitative

iicharacteristics iiof iifinancial iireporting iiquality. ii

Relevance iiis iiclosely iirelated iito iithe iiconcepts iiof iiusefulness iiand iimateriality. iiThe iiability iiof iiusers iito

iimake iidecisions iiis iidemonstrated iiby iirelevance. iiAn iiinformation iiin iifinancial iistatements iiis iirelevant iiif

iiit iiinfluences iiusers’ iieconomic iidecisions. iiIt iiis iialso iiuseful iiwhen iithis iiinformation iiassists iiusers iiin

iievaluating, iicorrecting, iiand iiconfirming iicurrent iiand iipast iievents ii(Beest iiet iial., ii2009).
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Fair iivalue iiis iiregarded iias iia iihighly iisignificant iiindicator iiof iirelevance. iiUsing iiFair iiValue iias iia

iimeasurement iibasis iiin iian iientity iiis iian iiindicator iiof iia iihigh iilevel iiof iirelevance iiin iifinancial iireporting

iiinformation ii(Beest iiet iial., ii2009). iiAnnual iireports iiplay iian iiimportant iirole iiin iidetermining iithe iilevel iiof

iirelevance iiby iidisclosing iiforward-looking iiinformation, iibusiness iiopportunities iiand iirisks, iiand

iifeedback iion iihow iimajor iimarket iievents iiand iisignificant iitransactions iiaffected iientities ii(Beest iiet iial.,

ii2009).

Another iiimportant iiaspect iiof iifinancial iireporting iiquality iiis iireliability ii(dependability). iiIn iiorder iito iibe

iiuseful iiin iifinancial iireporting, iiinformation iimust iibe iiof iihigh iireliability. iiThis iilevel iiof iiquality iiis

iiachieved iiwhen iithe iiinformation iion iiwhich iiusers iirely iiis iifree iiof iibias iiand iimaterial iierrors. iiThe iiqualities

iiof iitrustworthy, iiverifiable, iiand iineutral iiinformation iiare iiused iito iiassess iireliability ii(Cheung iiet iial.,

ii2010).

Comparability iirefers iito iithe iiconcept iiof iiallowing iiusers iito iicompare iifinancial iistatements iiin iiorder iito

iidetermine iian iientity's iifinancial iiposition, iicash iiflow, iiand iiperformance. iiThis iicomparison iienables

iiusers iito iicompare iiacross iitime iiand iiamong iiother iicompanies iioperating iiduring iithe iisame iitime iiperiod.

iiCheung iiet iial. ii(2010) iistated iithat iicomparison iirequires iithat iiidentical iievents iiin iithe iitwo iisituations iibe

iireflected iiby iiidentical iiaccounting iifacts iiand iifigures iiwhile iidifferent iievents iibe iireflected iiby iidifferent

iiaccounting iifacts iiand iifigures iiin iia iiway iithat iiquantitatively iireflects iithose iidifferences iiin iia iicomparable

iiand iieasily iiinterpretable iimanner ii(Cheung iiet iial., ii2010).

To iiemphasise iithis iipoint, iifinancial iireport iinotes iishould iidisclose iiand iiexplain iiall iichanges iiin

iiaccounting iipolicies iias iiwell iias iithe iiimplications iiof iithese iichanges, iinot iito iimention iithe iiimportance iiof
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iiconsistency iiin iiapplying iiaccounting iipolicies iiand iiprinciples. iiIn iiaddition, iithe iiresults iiof iithe iicurrent

iiaccounting iiperiod iican iibe iicompared iito iithose iiof iiprevious iiperiods. iiFinally, iidisplaying iifinancial

iiindex iinumbers iiand iiratios iiaids iiin iicomparison iiwith iiother iiorganizations ii(Beest iiet iial., ii2009).

One iiof iithe iimost iiimportant iicharacteristics iiof iiinformation iiin iifinancial iireports iiis iiits

iiunderstandability. iiEffective iicommunication iiis iithe iikey iito iiachieving iiunderstandability. iiAs iia iiresult,

iithe iibetter iithe iiusers' iiunderstanding iiof iithe iiinformation, iithe iihigher iithe iiquality iithat iiwill iibe iiachieved

ii(Cheung iiet iial., ii2010). iiIt iiis iione iiof iithe iienhancing iiqualitative iicharacteristics iithat iiwill iiincrease iiwhen

iiinformation iiis iiclearly iiand iisufficiently iipresented iiand iiclassified. iiUsers iican iiunderstand iiwhat iitheir

iineeds iiare iiwhen iiannual iireports iiare iiwell iiorganised ii(Beest iiet iial., ii2009). iiThe iiuse iiof iigraphs iiand iitables

iiaids iiin iithe iipresentation iiof iiinformation, iiand iithe iiuse iiof iilanguage iiand iitechnical iijargon iiis iieasily

iifollowed.

Another iienhancing iiqualitative iicharacteristic iiis iitimeliness. iiTimeliness iidemonstrates iithe

iiimportance iiof iimaking iiinformation iiavailable iito iidecision iimakers iibefore iiit iiloses iiits iipowerful iiand

iipositive iiinfluences. iiWhen iievaluating iithe iiquality iiof iireporting iiin iian iiannual iireport, iithe iiperiod

iibetween iithe iiyear-end iiand iithe iiissuing iidate iiof iithe iiauditor's iireport iiis iiused, iias iiis iithe iinumber iiof iidays iiit

iitook iifor iithe iiauditor iito iisign iithe iireport iiafter iithe iifiscal iiyear-end ii(Beest iiet iial., ii2009).

The iiconcept iiof iifaithful iirepresentation iirefers iito iireflecting iiand iirepresenting iithe iitrue iieconomic

iiposition iiof iithe iifinancial iiinformation iithat iihas iibeen iireported. iiThis iiconcept iiis iivaluable iiin iithat iiit

iiexplains iihow iiwell iiobligations iiand iieconomic iiresources, iiincluding iitransactions iiand iievents, iiare

iifully iirepresented iiin iifinancial iireporting. iiFurthermore, iithis iiquality iiincludes iithe iisub-concept iiof
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iineutrality, iiwhich iiis iiconcerned iiwith iiobjectivity iiand iibalance. iiWillekens ii(2008) iiconcluded iithat iithe

iiauditors' iireport iiadds iivalue iito iifinancial iireporting iiinformation iiby iiproviding iireasonable iiassurance

iiabout iithe iiextent iito iiwhich iithe iiannual iireport iifaithfully iirepresents iieconomic iiphenomena.

Furthermore, iihow iibusiness iiorganizations iiare iicontrolled iiand iidirected iihas iian iiimpact iion iithe iifaithful

iipresentation iiquality; iiin iifact, iithis iiis iirepresented iias iia iicorporate iigovernance iifactor iiwhen iithere iiis

iiextensive iidisclosure iiof iicorporate iigovernance iiissues iiin iithe iiannual iireport ii(Beest iiet iial., ii2009).

iiFurthermore, iithe iiannual iireport iiclarifies iiassumptions iiand iiestimates iiand iiclearly iiexplains iithe

iiapplication iiof iiaccounting iiprinciples iiin iithe iicompany. iiIt iialso iihighlights iipositive iiand iinegative

iichanges iiand iievents iiin iithe iiannual iiresults iiby iidiscussing iithem. iiThe iiinclusion iiof iian iiunqualified

iiauditor's iireport iiin iithe iiannual iireport iiis iithe iifinal iiimportant iifactor iithat iicontributes iito iithis iiquality.

iiPreviously, iithe iiprimary iifactor iiof iiaccounting iiinformation iiwas iireliability iias iia iiquality iiof iifinancial

iireporting. ii

2.2.1.1.2 iiAccrual iiQuality iior iiAccrual-Based iiModels

The iiaccruals iimodel iifocuses iion iithe iiquality iiof iiearnings iimeasured, iiand iione iiof iiits iikey iiassumptions iiis

iithat iimanagers iiuse iidiscretionary iiaccruals iito iimanage iiearnings ii(Healy ii& iiWahlen, ii1999; iiDechow iiet

iial., ii1995). iiEarnings iimanagement iiis iithought iito iihave iia iinegative iiimpact iion iithe iiquality iiof iifinancial

iireports iiby iireducing iitheir iidecision iiusefulness. iiThe iimain iiadvantage iiof iithis iimodel iiis iithat iiit iimeasures

iiearnings iimanagement iiusing iiaccruals iiand iiis iicalculated iiusing iiinformation iifrom iithe iifinancial

iistatement ii(Beest iiet iial., ii2009). iiIt iidoes, iihowever, iihave iisome iidrawbacks, iione iiof iiwhich iiis iithe



21

iidifficulty iiin iidistinguishing iibetween iidiscretionary iiand iinon-discretionary iiaccruals ii(Beest iiet iial.,

ii2009). iiAnother iidisadvantage iiis iithat iiit iiexcludes iinon-financial iicomponents iifrom iifinancial

iistatements ii(Beest iiet iial., ii2009), iiwhich iimeans iithat iiin iian iiera iiof iihuman iiaccounting iiand

iienvironmental iiaccounting, iithis iimodel iimay iinot iiprovide iia iitrue iiand iifair iiview iiof iifinancial iistatements.

Accrual iiQuality iiis iia iisignificant iimodel iithat iihas iibeen iiused iito iiassess iifinancial iireporting iiquality.

iiRevenues iiare iirecognised iiseparately iifrom iicash iicollection iiand iiexpenses iiare iirecognised iiseparately

iifrom iicash iipayment iiunder iithe iiaccrual iibasis iiof iiaccounting. iiIn iigeneral, iiand iiwhether iibefore iior iiafter

iiaccrual, iithe iientity's iicash iiflows iishould iicorrespond iito iiits iiaccrued iirevenue iiand iiexpense. iiNonetheless,

iiin iipractice, iithe iiactual iimatch iibetween iithem iivaries iibetween iientities iiand iiover iitime. iiAs iia iiresult,

iiaccrued iiestimates iiof iigenerated iirevenues iior iiderived iicosts iimay iibe iigreater iithan iithe iicash iicollected

iifrom iirevenues iior iipaid iifor iicosts. iiAccrual iiQuality iiresearch iihas iiled iito iithe iiacceptance iiand iiapproval

iiof iithis iiapproach ii(Pounder, ii2013). iiAs iia iiresult, iimeasuring iithe iiquality iiof iifinancial iireporting iihas

iiimproved iisignificantly. iiThe iiAccrual iiQuality iimethod iifocuses iion iithe iidegree iiof iiuncertainty iiin iian

iientity's iicash iiflow iito iithe iiaccrual iicorrespondence. iiTheoretically, iithe iigreater iithe iivariability iibetween

iian iientity's iiaccruals iiand iicash iiflows iiduring iithe iioperation iicycle, iithe iilower iithe iientity's iiAccrual

iiQuality, iiand iithus iithe iilower iithe iiquality iiof iithe iientity's iiaccounting ii(Pounder, ii2013). iiIt iiis iiregarded iias

iian iiindirect iimethod iibased iion iiobservation. iiFurthermore, iiDechow iiand iiDichevs iiused iiit iito iicalculate

iidiscretionary iiaccruals iiand iicheck iirobustness ii(Gajevszky, ii2015). iiIt iialso iishows iithe iirelationship

iibetween iiaccruals iiand iiearnings iiquality. iiFurthermore, iiaccrual iimeasurement iierror iihas iian iiimpact iion

iiAccrual iiQuality.
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This iierror iiis iicaused iiby iiassumptions iiand iiestimates iion iithe iiaccrual iibasis, iiand iiit iishould iibe iicorrected

ii(Hashim, ii2012). iiOne iiof iithe iicapabilities iiof iithe iiaccrual-basis iiaccounting iitool iiis iithe iiability iito

iiforecast iibetter iifuture iicash iiflows. iiFinancial iireporting iiquality iiis iiconsidered iihigher iiwhen iicurrent iinet

iiincome iiis iiinformative iiabout iithe iiperformance iiof iifuture iicash iiflows ii(Hope iiet iial., ii2011). iiSome

iistudies iiin iithe iiliterature iievaluate iithe iiquality iiof iifinancial iireporting iiwhen iithese iitwo iiaccrual iimodels

iiare iiused: iithe iiDechow iiet iial. ii(1995) iimodel iiand iithe iiKothari iiet iial. ii(2005) iimodel ii(Gajevszky, ii2015).

Because iiAccrual iimodels iifocus iisolely iion iiinformation iidisclosed iiin iifinancial iistatements iito iiassess

iifinancial iireporting iiquality, iiIASB iiis iimore iisignificant iias iia iimeasure iiof iifinancial iireporting iiquality

ii(Leuz, ii2003; iiNichols ii& iiWahlen, ii2004) iiwhile iithe iiIASB iifocuses iion iiqualitative iiaspects iiof iiboth

iifinancial iistate iiinformation iiand iinon-financial iistate iiinformation. iiA iicomprehensive iimeasurement

iitool iifor iifinancial iireporting iiquality, iion iithe iiother iihand, iiwould iiinclude iithe iientire iiannual iireport,

iiincluding iiboth iifinancial iiand iinonfinancial iiinformation. ii

2.2.1.1.3 iiThe iiValue iiRelevance iiModel

The iivalue iirelevance iimodel iiassesses iifinancial iireport iiquality iiby iifocusing iion iithe iirelationships

iibetween iiaccounting iifigures iiand iistock iimarket iireactions ii(Barth iiet iial., ii2008; iiNichols ii& iiWhalen,

ii2004). iiStock iiprices iiare iithought iito iirepresent iithe iifirm's iimarket iivalue, iiwhereas iiaccounting iifigures

iiare iithought iito iirepresent iithe iifirm's iivalue iibased iion iiaccounting iiprocedures ii(Beest iiet iial., ii2009). iiThe

iimodel iiis iiquite iiuseful, iibut iiit iihas iisome iilimitations iiin iidetermining iithe iiaccuracy iiof iistock iiprices iiand iia

iifirm's iimarket iivalue.
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2.2.2 iiFirm iiSpecific iiFactors

Companies iiare iidistinguished iifrom iione iianother iibased iion iivarious iifinancial iiand iinonfinancial

iicharacteristics. iiThese iicharacteristics iiare iiunique iito iispecific iicompanies iiand iicreate iia iiperception iiin

iithe iiminds iiof iiinformation iiusers iiabout iithe iicompany's iiperformance iiand iifuture. iiVarious iiauthors iihave

iidifferent iiperspectives iion iiwhat iiconstitutes iifirm iispecific iifactors. iiFirm iisize, iifirm iiage, iirisk,

iiprofitability, iidiversification, iileverage, iiliquidity, iipremium iigrowth, iioperating iiexpenses, iigrowth,

iiboard iisize, iiboard iicomposition, iiboard iimeeting, iiboard iigender, iiaudit iicommittee iimeeting, iiaudit

iicommittee iicomposition, iimanagerial iiand iiinstitutional iishare iiownership iiare iiexamples iiof iifirm

iispecific iifactors ii(Adedoyin, ii2011; iiKaguri, ii2013; iiAbdullahi, ii2016; iiAbba ii& iiUsman, ii2016, iiRabiu,

ii2018 iiand iiRabiu,2019).

Firm iispecific iifactors, iithen, iirefer iito iithe iivarious iiinformation iireported iiby iifirms iiin iitheir iifinancial

iistatements iifor iia iispecific iiaccounting iiperiod iithat iican iisend iia iimessage iito iivarious iistakeholders iiabout

iithe iifirm's iiperformance ii(Abdullahi,2016). iiThey iiare iialso iiknown iias iiincentive iivariables iithat iiare

iirelatively iisticky iiat iithe iifirm iilevel iiover iitime iiand iiinfluence iithe iifirm's iiinternal iiand iiexternal iidecisions

ii(Shehu ii& iiAhmad, ii2013). iiThey iiare iiviewed iias iifactors iithat iiare iimostly iiunder iimanagement's iidirect

iicontrol iiand iifrequently iiaccount iifor iiinter-firm iidifferences iiin iifinancial iiperformance ii(Kazeem, ii2015).

iiThey iiare iithe iidistinguishing iicharacteristics iiof iibusinesses iithat iiallow iithem iito iibe iiidentified iiand

iiviewed iifrom iivarious iiangles. iiThese iicharacteristics iiare iireported iiby iifirms iiin iitheir iifinancial

iistatements iiand iisend iia iimessage iito iithe iifirm's iivarious iistakeholders iiabout iiits iiperformance ii(Abdullahi,

ii2016). iiFirm-specific iifactors iiare iiclassified iias iimarket-related ii(firm iisize, iiaudit iifirm iistatus, iiand
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iiindustry iitype), iiperformance-related ii(profit iimargin, iireturn iion iiequity, iiand iiliquidity), iiownership-

related ii(high iispread iiownership iiand iilow iispread iiownership), iiand iistructure-related ii(gearing)

iiattributes ii(Naser, iiAlKhatib ii&Karbhari, ii2002). iiThey iican iialso iibe iidivided iiinto iithree iicategories: iifirm

iistructure ii(firm iisize iiand iileverage), iiperformance ii(profitability, iiliquidity, iiand iigrowth), iiand

iimonitoring ii(board iicomposition iiand iiinstitutional iishareholding) ii(Shehu, ii2012 iiand iiShehu ii& iiAhmad,

ii2013). iiKazeem ii(2015), iion iithe iiother iihand, iidivides iifirm-specific iifactors iiinto iitwo iicategories:

iifinancial ii(firm iisize, iigrowth, iirisk, iiliquidity, iitangibility, iiand iileverage) iiand iinon-financial ii(firm iiage,

iimanagement iicompetencies, iiand iiscope iiof iioperation). iiDifferent iiresearchers iihave iidifferent

iiperspectives iion iifirm-specific iifactors. iiUwubanmwen iiand iiObayagbona ii(2012), iifor iiexample,

iiclassify iithem iias iiCompany iiFundamentals iiand iiexamine iileverage, iisize, iiprice-earnings iiratio, iiand

iibook-to-market iivalue. iiThey iiare iiregarded iias iifirm iicharacteristics iiby iiAdedoyin ii(2011), iiKaguri

ii(2013), iiand iiAbdullahi ii(2016). iiAdedoyin ii(2011) iiinvestigated iigrowth, iiprofit, iirisk, iiage, iiand iisize,

iiwhereas iiKaguri iiinvestigated iisize, iidiversification, iileverage, iiliquidity, iiage, iipremium iigrowth, iiand

iiclaim iiexperience. iiIn iicontrast, iiAbdullahi ii(2016) iiexamined iisize, iileverage, iiliquidity, iioperating

iiexpenses, iiand iimanagerial iishareholding. iiSimilarly, iiRabiu ii(2019) iidefines iifirm iispecific iifactors iiand

iishare iiprices iias iiprofitability, iigrowth, iileverage, iifirm iisize, iiboard iisize, iiboard iigender, iiaudit iicommittee

iicomposition, iiaudit iicommittee iimeeting, iimanagerial iiand iiinstitutional iishare iiownership iiin iia iistudy iion

iifirm iispecific iifactors iiand iishare iiprices. iiIn iitheir iistudy, iiChukwu, iiDamieibi, iiand iiOkoye ii(2019)

iiconsider iifirm-specific iifactors iisuch iias iifirm iisize, iileverage, iiand iiprofitability. iiIfada, iiFaisal, iiGhozali,

iiand iiUdin ii(2019) iiconsider iidividend iipolicy, iiownership iiconcentration, iiliquidity, iicapital iistructure,
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iiand iiprofitability iito iibe iicompany iiattributes. iiJeroh ii(2020), iion iithe iiother iihand, iiconsiders iithem iito iibe

iicorporate iifinancial iiattributes iiand iiexamined iiReturn iion iiAssets, iiRevenue iiGrowth, iiEarnings iiPer

iiShare, iiCapital iiStructure, iiAsset iiTangibility, iiand iiFirm iiSize.

2.2.2.1 iiFirm iiSize

A iicompany's iifirm iisize iiis iirelated iito iithe iitotal iiresources iiit iiowns; iicompany iisize iican iibe iirepresented iiby

iiaverage iitotal iiassets, iiaverage iisale, iitotal iiassets, iiand iinumber iiof iisales. iiThe iinatural iilogarithm iiof iitotal

iiasset iican iialso iibe iiused iito iicalculate iifirm iisize. iiThe iiassets iisize iiof iia iicompany iiis iithe iibest iiproxy iifor iiits

iifirm iisize ii(Abed, iiAl-Attar, ii& iiSuwaidan, ii2012). iiIt iiis iicommonly iiargued iithat iithe iilarger iithe iifirm, iithe

iiless iilikely iithey iiare iito iibe iiinvolved iiin iiearning iimanagement iiactivities iiand iithe iimore iiconcerned iithey

iiare iiwith iithe iiquality iiof iitheir iifinancial iireporting. ii(Dwi iiLusi, ii2013) iidiscovered iia iipositive

iirelationship iibetween iidisclosure iipolicy iidecisions iiand iifirm iisize, iiwhich iiis iiconsistent iiwith iiprevious

iiresearch. iiFirm iisize iihas iian iiimpact iion iifinancial iireporting iiquality ii(Dechow' iiand iiGe, ii2006). iiIn iimost

iicases, iithe iifirm's iisize iiis iidetermined iiby iiits iiasset iisize ii(Saheed, ii2013). iiA iilarge iifirm iiis iiexpected iito

iihave iia iiwell-structured iiaccounting iiand iiinternal iicontrol iidepartment, iias iiwell iias iithe iifinancial

iiresources iito iihire iiprofessionals iito iiimprove iithe iifinancial iireporting iiprocess ii(Chalaki, iiDidar, ii&

iiRiahnezhad, ii2012). iiThey iiwill iialso iimost iilikely iihave iia iiwell-designed iiinformation iisystem iithat

iiallows iithem iito iitrack iiall iifinancial iiand iinon-financial iidata iifor iioperational, iitactical, iiand iistrategic

iipurposes ii(Saheed, ii2013). iiThis iiis iidue iito iithe iifact iithat iia iiwell-organized iiaccounting iiand iiinternal

iicontrol iidepartment iiwill iiensure iithe iiaccuracy iiof iifinancial iireporting. iiInternal iicontrol iiprocedures iiare
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iidesigned iito iidetect iiand/or iiprevent iiboth iithe iiability iito iimanipulate iiearnings iiand iierrors iior iimistakes

ii(Dechow ii& iiGe, ii2006). iiFurthermore, iilarge iifirms iican iihire iione iiof iithe iibig iiauditing iifirms iito iiaudit

iitheir iifinancial iistatements, iiwhich iiis iiexpected iito iiimprove iithe iiquality iiof iifinancial iireporting

ii(Thoopsamut ii& iiJaikengkit, ii2009) iibecause iithe iibig iiaudit iifirms iiare iiexpected iito iibe iivery iiprofessional

iiin iitheir iiauditing iiand iito iibe iiconcerned iiabout iitheir iireputations.

Larger iicorporations iiare iibetter iimonitored iithan iismaller iicorporations, iibased iion iiresearch.

iiFurthermore, iimany iiargue iithat iithe iiagency iiproblem iithat iia iilarger iicompany iiwill iiface iiis iilikely iito iibe

iigreater iias iia iiresult iiof iithe iicompany's iisize. iiLarger iicorporations iiare iiunder iipressure iito iidisclose iimore

iicritical iifinancial iiinformation iiwhile iialso iiimproving iithe iiquality iiof iifinancial iireporting. iiLarge

iicompanies iiare iiviewed iias iivery iiimportant iito iia iicountry's iieconomy, iiand iias iia iiresult, iithere iiare iigreater

iiexpectations iiplaced iion iithem iito iiprepare iiquality iifinancial iireporting ii(Sinan, iiQutaiba, ii& iiAyat, ii2016).

2.2.2.2 iiFirm iiLiquidity ii

The iifirm's iiliquidity iiis iian iiimportant iifactor iiin iidetermining iiits iiperformance. iiWong iiand iiChen ii(2004).

iiLiquidity iiis iidefined iibroadly iias iithe iiratio iiof iicurrent iiassets iito iicurrent iiliabilities. iiIn iiother iiwords,

iiliquidity iiis iia iimeasure iiof iian iiorganization's iiability iito iimeet iiits iicurrent iiobligations iias iithey iicome iidue.

iiIn iithe iicontext iiof iideposit iimoney iibanks, iiliquidity iiis iidefined iias iithe iilikelihood iiof iia iideposit iimoney

iibank iipaying iiits iidebt, iiwhich iiincludes iioperating iiexpenses iias iiwell iias iipayments iifor iilosses/benefits

iisuch iias iinon-performing iiloans iiand iibad iidebts. iiIt iidemonstrates iithe iifirm's iiability iito iiquickly iiconvert

iian iiasset iito iicash iias iiwell iias iiits iiability iito iimanage iiworking iicapital iiwhen iiheld iiat iia iitypical iilevel. iiWhen
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iiexternal iifunds iiare iiunavailable iior iiprohibitively iiexpensive, iia iicompany iimay iirely iion iiliquid iiassets iito

iifund iiits iioperations iiand iiinvestments. iiYahya iiand iiAlmajali ii(2012). iiLiargovas iiand iiSkandals ii(2008)

iistated iithat iiincreased iiliquidity iiwould iiallow iia iicorporation iito iideal iiwith iiunexpected iievents iiand iimeet

iiits iiobligations iiduring iia iiperiod iiof iilow iiprofitability. iiOrganizations iiwith iimore iiliquid iiassets, iias iistated

iiby iiDaniel iiand iiTilahun ii(2012), iiare iiless iilikely iito iifail iibecause iithey iican iigenerate iicash iieven iiin iithe

iimost iidifficult iiof iicircumstances. iiAs iia iiresult, iideposit iimoney iibanks iiwith iimore iiliquid iiassets iiare

iiexpected iito iihave iisufficient iifunds iito iifinance iithe iicost iiof iihigh-quality iifinancial iistatements

ii(Asegdew, ii2016). iiHowever, iiincreased iiasset iiliquidity iimay iiincrease iiagency iicosts iifor iiowners, iibased

iion iithe iiconcept iiof iiagency iicosts, iibecause iimanagers iimay iitake iiadvantage iiof iithe iibenefits iiof iiliquid

iiassets iiby iiusing iithem iifor iiearnings iimanagement ii(Adams ii& iiBuckle, ii2000).

2.2.2.3 iiFirm iiLeverage ii

The iipercentage iiof iidebt iifinancing iiin iia iicompany's iicapital iistructure iiis iireferred iito iias iileverage. iiIt iiis

iialso iiknown iias iithe iigearing iiratio ii(Okwoli, ii2009). iiIt iiis iicalculated iiusing iithe iilong-term iidebt-to-fixed-

asset iiratio. iiThe iiconcept iiof iileverage iiis iiwell iidocumented iiin iicorporate iifinance iiliterature ii(Kapil,

ii2011), iiwhere iithe iiterm ii"leverage" iiis iiused iito iidescribe iithe iiuse iiof iicertain iifixed iicosts ii(they iiact iias iia

ii"lever") iithat iiinfluence iithe iicompany's iiperformance, iii.e. iiits iisignificantly iiincreased iiprofitability.

iiThe ii"lever" iifor iia iicompany iiis iia iifixed iioperating iicost iiand iia iifixed iifinancing iicost. iiThis iiseparates iithree

iitypes iiof iileverage: iitotal, iioperating, iiand iifinancial iileverage. iiTotal iileverage iiincludes iiboth iioperational

iiand iifinancial iileverages. iiIt iiconnects iithe iicompany's iisales iiand iiearnings iiper iishare. iiThe iioperating
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iileverage iiis iiassociated iiwith iiasset iiacquisition iiactivities iiand iirepresents iithe iicompany's iiability iito iiuse

iifixed iioperating iicosts iito iisupplement iithe iiimpact iiof iisales iichanges iion iithe iioperating iiprofit ii(EBIT).

iiFinancing iiactivities iiare iiassociated iiwith iifinancial iileverage. iiWhen iifixed iicost iifunds ii(debt iior

iipreferred iicapital) iiwith iifixed iiinterest iirate iior iifixed iipreferred iidividend iipayments iiare iiincluded iiin iithe

iicompany's iicapital iistructure, iiit iiis iisaid iithat iithe iicompany iiemploys iifinancial iileverage ii(Kapil, ii2011).

iiBecause iidebt iiis iimore iicommonly iiused iiin iipractise iithan iipreferred iicapital, iifinancial iileverage iiusually

iirefers iito iithe iiuse iiof iidebt iiin iicapital iistructure. iiA iicompany iithat iihas iidebt iion iiits iibalance iisheet iiis iisaid iito

iibe iileveraged, iiwhereas iia iicompany iithat iifinances iiits iioperations iisolely iiwith iiequity iiis iisaid iito iibe

iiunleveraged ii(Graham ii& iiSmart, ii2011). iiFinancial iileverage iiis iiused iito iiboost iia iicompany's iiresults iiby

iiutilising iifixed-cost iifinancing ii(Kapil, ii2011; iiGraham ii& iiSmart, ii2011). iiGraham iiand iiSmart ii(2011)

iidemonstrated iithat iia iicompany's iicommon iipractise iiof iideducting iiinterest iipayments iifrom iitaxable

iiincome iiprovides iia iigood iiincentive iifor iithat iicompany iito iisubstitute iidebt iifor iiequity.

The iimotives iiof iiany iifirm iiare iito iiearn iiprofit iiand iimaximise iithe iiowner's iiwealth; iitherefore, iiin iiorder iito

iiachieve iithese iimotives, iifirms iirequire iisources iiof iifunds. iiLarge iiand iismall iibusinesses iialike iirequire

iifunds iito iisupport iitheir iioperations, iiand iilarge iibusinesses, iiin iiparticular, iirequire iifunds iito iiexpand iitheir

iioperations iiand iiactivities. iiFirms iimust iiselect iithe iibest iifinancing iisource iiin iiorder iito iiachieve iian

iioptimal iicapital iistructure, iiand iias iia iiresult, iithey iiwill iibe iiable iito iimake iiappropriate iifinancing iidecisions

iithat iiwill iiallow iithem iito iiachieve iipositive iiresults ii(Adenugba, iiIge ii& iiKesinro, ii2016)

Because iicreditors iiare iiconcerned iiabout iithe iisecurity iiof iitheir iifunds, iihigher iileverage iiimplies iithat iithe

iicreditor iihas iia iigreater iiright iito iisupervise iiand iibe iiaware iiof iithe iifirm's iioperational iiactivities ii(Susanto ii&
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iiRamadhani, ii2016). iiWaweru iiand iiRiro ii(2013) iistated iithat iihighly iileveraged iifirms iiare iimore iilikely iito

iiengage iiin iiearnings iimanagement iithan iinon-highly iileveraged iifirms. iiShehu ii(2013); iiShehu iiand

iiAhmad ii(2013) iifound iia iisignificant iirelationship iibetween iithe iidegree iiof iileverage iiand iithe iilevel iiof

iiearnings iimanagement. iiThe iidebt iicovenant iihypothesis iiattempts iito iiexplain iimanagement's iidecision

iito iiuse iispecific iiaccounting iipolicies iito iiachieve iispecific iigoals iiin iiorder iito iileave iilenders iiwith iia

iifavourable iiimpression iiof iithe iifirm. iiIn iimost iicases, iithe iiimpression iithey iiconvey iito iilenders iiis iithat iithe

iicompany iiis iidoing iiwell iiand iithat iithe iilenders' iiinvestments iiin iithe iicompany iiare iisecure. iiAs iia iiresult,

iithey iiare iilikely iito iiemploy iiaccounting iipolicies iithat iishift iifuture iiearnings iito iithe iicurrent iiperiod.

iiDarwis ii(2009), iiJensen iiand iiMeckling ii(1976) iistated iithat iiagency iitheory iipredicts iithat iifirms iiwith iia

iihigher iileverage iiratio iiwill iidisclose iimore iiinformation iibecause iitheir iiagency iicosts iiare iihigher. iiWith

iigreater iidisclosure iiof iiinformation, iifinancial iireporting iiquality iiis iiexpected iito iiimprove. iiOlowokure iiet

iial. ii(2016) iidiscovered iithat iileverage iihas iino iisignificant iiimpact iion iifinancial iireporting iiquality,

iiwhereas iiHassan iiand iiBello ii(2013) iiand iiMahboub ii(2017) iidiscovered iithat iileverage iihas iia iipositive iiand

iisignificant iiimpact.

2.2.3 iiConcept iiof iiCorporate iiGovernance ii

Corporate iigovernance iiis iia iiset iiof iirights iiand iiresponsibilities iithat iifirms iiuse iito iicontrol iiand iidirect iitheir

iioperations ii(Pacy, ii2012). iiObeten, iiOcheni, iiand iiJohn ii(2014) iiviews iicorporate iigovernance iias iithe

iiprocess iiof iidirecting iiand iicontrolling iian iiorganization's iiaffairs iiin iiorder iito iiprotect iithe iiinterests iiof iiall

iistakeholders iiin iia iibalanced iimanner iithrough iithe iiapplication iiof iithe iiprinciples iiof iiopenness, iiintegrity,
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iiand iiaccountability. iiCorporate iigovernance, iias iidefined iiby iiGabrielsen, iiGramlich, iiand iiPlenborg

ii(2012), iiis iiall-encompassing iias iiit iiconcerns iihow iicorporate iientities iiare iimanaged iiand iiregulated iiand

iiincludes iiaccountability, iitrust, iihonesty, iiand iistewardship iion iithe iione iihand, iisupervision, iicontrol

iimonitoring iioversight, iiand iiensuring iiquality iifinancial iireporting iion iithe iiother.

Kurawa ii(2013) iisees iicorporate iigovernance iias iithe iimechanisms iithat iiprotect iithe iiinterests iiof

iishareholders, iiwhich iiare iirequired iias iia iiresult iiof iithe iiseparation iiof iibusiness iiowners iiand iimanagers.

iiDuztas ii(2008) iidefines iicorporate iigovernance iias iia iimechanism iifor iiensuring iithe iiwell-being, iifairness,

iisocial iiresponsibility, iitransparency, iiand iiaccountability iiof iia iicorporation's iistakeholders. iiOso iiand

iiSemiu ii(2012) iistated iithat iithe iiessential iiingredients iiof iicorporate iigovernance iiare iihonesty, iitrust, iiand

iiintegrity, iicomplete iitransparency, iiaccountability, iiand iiresponsibility, iiprotection iiof iistakeholder

iiinterests iiand iisatisfaction, iiparticipation, iibusiness iiethics iiand iivalues, iiperformance iiorientation,

iiopenness, iimutual iirespect, iiand iicommitment iito iithe iiorganisation, iiand iisincere iicompliance iior

iiadherence iito iithem iiwould iipave iithe iiway iifor iithe iisustenance iiof iibusiness iicorporations, iirealisation iiof iic

iiThese iiingredients iican iibe iidivided iiinto iitwo iicategories. iiThere iiare iitwo iitypes iiof iirelationships: iilong-

term iirelationships iithat iideal iiwith iichecks iiand iibalances, iiincentives iifor iimanagers, iiand

iicommunication iibetween iimanagement iiand iiinvestors, iiand iitransactional iirelationships iithat iideal iiwith

iidisclosure iiand iiauthority. iiAs iia iiresult, iiCorporate iiGovernance iirefers iito iia iiset iiof iisystems, iistructures,

iiand iiapproaches iithat iigovern iihow iia iicompany iiis iimanaged iito iiachieve iiits iigoals.
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2.2.3.1 iiBoard iiSize

The iitotal iinumber iiof iidirectors iion iia iiboard iiis iidefined iias iiboard iisize ii(Panasian iiet iial., ii2003; iiLevrau iiand

iiVan iiden iiBerghe, ii2007). iiThe iinumber iiof iidirectors iion iithe iiboard iiis iireferred iito iias iithe iiboard's iisize. iiThe

iiCadbury iiCommittee iirecommends iia iiboard iisize iiof ii8 iito ii10 iimembers, iiwith iian iiequal iimix iiof iiexecutive

ii(inside) iiand iinon-executive ii(outside) iidirectors ii(Cadbury iiReport, ii1992). iiJensen iilater iiargued iithat iithe

iirecommended iiboard iisize iishould iibe ii7 iito ii8 iidirectors ii(Al-matar, iiAl-swidi, iiHanim, ii& iiFadzil, ii2014).

iiBrown iiand iiCaylor ii(2004) iialso iisuggest iithat iia iiboard iisize iiof ii6 iito ii15 iimembers iiis iiideal iifor iireaping iithe

iimost iibenefits. iiYounas iiand iiMd iiKassim ii(2016) iiasserted iithat iiboard iisize iishould iibe iismall iiand iilimited,

iiwith iia iiboard iisize iiof ii8 iito ii9 iimembers iiconsidered iibest iifor iiefficient iicoordination iiand iidecision iimaking,

iibecause iiif iithe iiboard iihas iimore iithan ii10 iidirectors, iiit iiis iidifficult iito iitake iidecisions iion iitime iiand iireach

iiconsensus. iiAn iiideal iiboard iicomposition iishould iiinclude iiboth iiexecutive iiand iinon-executive iidirectors

ii(Goshi iiet iial., ii2002). iiThe iieffectiveness iiwith iiwhich iithe iiboard iiis iistructured iiis iicritical iifor iithe

iicompany's iigovernance. iiBecause iievery iicountry iihas iia iidifferent iiculture, iiboard iisize iivaries iifrom

iicountry iito iicountry. iiThis iimeans iithat iithere iiis iino iioptimal iior iistandard iiboard iisize iifor iibusinesses

iiaround iithe iiworld.

Chalaki iiet iial. ii(2012) iiinvestigated iithe iirelationship iibetween iiboard iisize iiand iifinancial iireporting

iiquality iiand iidiscovered iithat iiboard iisize iihas iino iirelationship iiwith iifinancial iireporting iiquality. ii

iiOnuarah iiand iiImeme ii(2016) iiasserted iithat iiboard iisize iihas iia iipositive iiimpact iion iifinancial iireporting

iiquality. iiAdebiyi ii(2017) iiinvestigated iithe iiextent iito iiwhich iiboard iisize iiinfluenced iithe iifinancial

iireporting iiquality iiof iiNigerian iibanks. iiBetween ii2005 iiand ii2016, iia iisample iiof ii15 iideposit iimoney iibanks
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iilisted iion iithe iiNigerian iiStock iiExchange iiwas iiused iifor iithe iistudy. iiIt iiwas iidiscovered iithat iidiscretionary

iiaccrual, iias iia iiproxy iifor iifinancial iireporting iiquality, iiwas iirelated iito iiboard iisize iiin iia iipositive iiway.

2.2.3.3 iiBoard iiDiversity

Board iidiversity iiis iicritical iito iiimproving iicorporate iigovernance iipractises iiin iian iiorganisation ii(Wang,

ii2015), iias iidiversity iiin iithe iiboardroom iifosters iibetter iidecision iimaking iiand iiinnovation. iiGender, iiage,

iieducational iiand iifunctional iibackground, iiindustry iiexperience iior iiexposure, iiand iinationality iiare iiall

iicharacteristics iiof iia iidiverse iiboard ii(Wang, ii2015). iiSirnidi, iiGul, iiand iiTsai ii(2011) iiviews iithe iibest iiboard

iias iia iimix iiof iiindividuals iiwith iidiverse iiskills, iiknowledge, iiand iiinformation iipower iiwho iiare iiwilling iito

iicontribute iitheir iitime iiprofessionally. iiIt iiis iiworth iinoting iithat iithe iicost iiof iia iidiverse iiboard iiis iiquite iihigh,

iias iiits iihigh iicost iimay iiimpede iithe iiorganization's iiperformance ii(Wang, ii2015), iiand iithis iimay iialso iiaffect

iithe iiquality iiof iiits iifinancial iireporting.

The iinotion iithat iidiversity iican iiimprove iigovernance iidecisions iistems iifrom iithe iibelief iithat iidiversity

iihas iian iiimpact iion iiperformance iivia iione iiof iitwo iichannels: ii1) iia iilarger iipool iiof iicandidates iifor iidirector

iiroles iiresults iiin iihigher iiquality iidirectors; iithose iiwith iigreater iiknowledge iiand iiskills, iias iiwell iias iithe

iiability iiand iiwillingness iito iiput iiforth iieffort, iiare iichosen iifor iidirectorship iiroles; iior ii2) iia iichange iiin iiboard

iidynamics. iiThe iifirst iiargument iifor iithe iiimportance iiof iidiversity iicontends iithat iiby iiincluding iidirectors

iiwith iidiverse iiskills iiand iitraits, iiwhich iimay iibe iidistributed iinon-randomly iiacross iigenders ii(Campbell ii&

iiMinguez-Vera, ii2008), iidiversity iiresults iiin iiboards iiwith iia iibroader iiskill iiset, iibetter iiequipped iito iideal

iiwith iivarious iiscenarios iiand iitackle iivarious iigovernance iichallenges. iiDifferences iiin iieffort ii(Adams ii&
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iiFerreira, ii2009; iiThiruvadi, ii2012), iiindependence ii(Carter iiet iial., ii2003; iiAdams ii& iiFerreira, ii2009), iiand

iiqualifications iiare iiamong iithe iitraits iithought iito iidiffer iiacross iigenders iiand iiimpact iigovernance ii(Ahern

ii& iiDittmar, ii2012).

The iisecond iiargument iifor iiboard iidiversity iiis iibased iion iia iilarge iibody iiof iiresearch iiin iipsychology iiand

iiorganisational iibehaviour iithat iishows iithat iigroups iithat iidiffer iiin iidemographic iicharacteristics iibehave

iidifferently iithan iihomogeneous iigroups. iiIn iiessence, iiboard iiboard iidiversity iihas iithe iipotential iito iialter

iigroup iidynamics iiby iiinfluencing iicognitive iiconflict iiand iicohesion, iiresulting iiin iia iishift iiaway iifrom iithe

iigroupthink iithat iifrequently iiplagues iicorporate iiboards ii(Sonnenfeld, ii2002; iiO'Connor, ii2003). iiIn iithe

iiend, iiit iimay iiresult iiin iiless iibiassed iiand iisuperior iidecision-making.

Prior iiresearch, iiwhile iimixed iiin iinature, iisupports iithe iinotion iithat, iiat iia iiminimum, iiboard iidiversity iion

iicorporate iiboards iihas iia iineutral iieffect iion iigovernance iiquality, iiand iiat iibest, iiit iihas iia iipositive iieffect iion

iiboards' iiability iito iimonitor iifirm iimanagement. iiSome iiof iithe iiearly iistudies iion iithe iiimpact iiof iiboard

iidiversity iion iigovernance iiconcentrated iiprimarily iion iidiscrete iiboard iitasks, iisuch iias iiCEO iireplacement

iiand iicompensation ii(Adams ii& iiFerreira, ii2009). iiIn iiother iistudies ii(for iiexample, iiCarter iiet iial., ii2003),

iithe iipresence iiof iifemale iidirectors iiis iistudied iiin iithe iicontext iiof iian iiincrease iiin iifirm iivalue,

iidemonstrating iia iipositive iirelationship iibetween iiboard iidiversity iiand iifirm iivalue iifor iiFortune ii1000

iifirms. iiWhen iithe iiendogenous iinature iiof iithe iiboard iiselection iiprocess iiis iiconsidered, iisuch iia iipositive

iiassociation iivanishes ii(Adams ii& iiFerreira, ii2009). iiAs iia iiresult, iistudies iidisagree iion iiwhether iiboard

iidiversity iiimproves iigovernance. iiThe iiimpact iiof iiboard iiboard iidiversity iion iithe iiquality iiof iifinancial

iireporting iiis iione iiarea iithat iihas iireceived iilittle iiattention.
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The iifinancial iireporting iiprocess iiis iian iiimportant iiand iione-of-a-kind iiarea iito iiinvestigate. iiSome iiof iithe

iimechanisms iithought iito iiplay iia iikey iirole iiin iithe iiimpact iiof iiboard iidiversity iion iigovernance iiquality iimay

iibe iimore iiimportant iiin iia iifinancial iireporting iisetting iithan iiin iiother iigovernance iitasks. iiPrior iiresearch,

iifor iiexample, iihas iiargued iithat iiboards iiwith iifemale iidirectors iiare iimore iiindependent iithan iinon-diverse

iiboards ii(Carter iiet iial., ii2003; iiAdams ii& iiFerreira, ii2009). iiThough iiindependence iican iiand iishould iibe iian

iiasset iiin iiall iigovernance iidecisions, iiregulators iihave iiprimarily iifocused iitheir iiattention iion iifinancial

iireporting iiindependence. iiThe iiSarbanes-Oxley iiAct iiof ii2002 iiintroduced iia iislew iiof iichanges iito

iicommittee iicomposition, iithe iimost iisignificant iiof iiwhich iiwas iithe iiindependence iimandate. iiIf iigender-

diverse iiboards iiare iimore iiindependent, iithe iiimpact iiof iiboard iidiversity iishould iibe iiof iiparticular

iiimportance iiin iithis iicontext.

Female iidirectors iiare iifound iito iiexert iimore iieffort iiin iitheir iigovernance iiroles, iiin iiaddition iito iipotentially

iibeing iimore iiindependent. iiBased iion iistudies ii(Adams ii& iiFerreira, ii2009; iiThiruvadi, ii2012), iiboards

iiwith iifemale iidirectors iihold iimore iimeetings iiper iiyear, iiand iifemale iidirectors iiare iiless iilikely iito iifail

iiattendance iistandards, iiwhich iiare iitypically iidefined iias iiattending iiat iileast ii75 iipercent iiof iiboard

iimeetings, iiwhen iicompared iito iimale iidirectors. iiTo iithe iiextent iithat iiattendance iiand iithe iinumber iiof

iimeetings iiheld iiare iiindicators iiof iithe iieffort iiput iiforth iiby iifemale iiboard iimembers iiin iicomparison iito

iitheir iimale iicounterparts, iisuch iieffort iiwould iibe iiexpected iito iiresult iiin iiincreased iiprevention iiand

iidetection iiof iifinancial iireporting iierrors iiand iiirregularities.

Differences iiin iiqualifications iiare iialso iithought iito iihave iian iiimpact iion iithe iieffectiveness iiof iicorporate

iiboards ii(Ahern ii& iiDittmar, ii2012). iiPrior iiresearch iihas iishown iithat iia iidiverse iiskill iiset iiis iiimportant iiin
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iiensuring iiboards iihave iithe iiqualifications iiand iibreadth iiof iiknowledge iineeded iito iimake iiimportant

iistrategic iiand iiother iimonitoring iidecisions. iiFemale iidirectors' iiknowledge iimay iibe iiuseful iiin iidirector

iiroles iito iithe iiextent iithat iithey iihave iiunique iiskill iisets iior iicome iifrom iidifferent iiqualifications iiand

iiwork/educational iibackgrounds iithan iimale iidirectors. iiReviewing iithe iifinancial iireporting iiprocess

iinecessitates iiboard iimembers iiunderstanding iinot iionly iiaccounting iiand iifinance, iibut iialso iithe iiindustries

iiin iiwhich iicompanies iioperate.

Understanding iiall iiaspects iiof iia iibusiness iiensures iithat iithe iiboard iiis iiaware iiof iirisks iiand iican iipredict iihow

iisuch iirisks iiwill iibe iireflected iiin iifinancial iireports ii(Lipton iiet iial., ii2011). iiAs iia iiresult, iiincreased iiboard

iidiversity iimay iiresult iiin iia iibroadening iiof iiskillsets, iiwhich iimay iiimprove iithe iifinancial iireporting

iiprocess iiand iiresult iiin iifewer iifinancial iireporting iiissues.

2.2.4 iiThe iiRecent iiNigerian iiCode iiof iiCorporate iiGovernance ii(NCCG)

Good iicorporate iigovernance iiis iibeneficial iito iibusiness. iiIt iihas iithe iipotential iito iidraw iiinternational

iiinvestment iiinto iiNigerian iienterprises. iiHowever, iiin iiorder iifor iithis iito iihappen, iiinvestors iimust iihave

iifaith iiin iiNigeria's iilegal iisystem iiand iiits iiability iito iisafeguard iiminority iiinterests. iiAccording iito

iiAhunwan ii(2002), iiNigeria iihas iibeen iiunder iiincreasing iiinternational iipressure iito iiimplement iia iirobust

iicorporate iigovernance iistructure iias iiwell iias iia iiprogram iiof iieconomic iiliberalization iiand iideregulation

iiin iiorder iito iiboost iiinvestors' iiconfidence iiin iiconducting iibusiness iiin iiNigeria. iiNigeria iihas iian iievolving

iinational iicode iiof iicorporate iigovernance iithat iireflects iithe iicountry's iispecific iisociopolitical iiand
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iieconomic iicontext iiwhile iialso iiproviding iipresent iiand iipotential iishareholders iiwith iithe iinecessary

iiassurances ii(Okike, ii2007).

Nigeria's iiunique iiinstitutional iiarrangements iimay iiimpact iiits iimodel iiand iistyle iiof iicorporate

iigovernance iilegislation, iiand iithese iiinstitutions iican iieither iisupport iior iihinder iithe iiimplementation iiof

iigood iicorporate iigovernance iiprinciples iiin iiNigeria ii(Adegbite, ii2012). iiNigeria's iicorporate

iigovernance iicode iiis iiexpected iito iidiffer iislightly iifrom iicorporate iigovernance iilaws iiin iimodern

iieconomies. iiThis iiis iibecause iithe iipeculiar iinature iiof iideveloping iieconomies, iisuch iias iiNigeria, iiwill

iicause iithe iigovernance iiprocesses iiof iimany iiprivate iicompanies iito iidiffer iifrom iithose iiof iiprivate

iicompanies iiin iimodern iieconomies ii(Yakasai, ii2001), iidue iito iia iiweak iiinstitutional iienvironment

iiplagued iiby iicorruption iias iiwell iias iiconflicting iicodes ii(Adegbite, ii2013) iiand iiregulatory iimultiplicity

ii(Osemeke ii& iiAdegbite, ii2016).

The iiNigerian iiCode iiof iiCorporate iiGovernance ii(NCCG) iiwas iipublished iiin ii2020 iifor iiprivate iifirms,

iipublic iicompanies, iiand iinon-profit iientities. iiThe iirevised iiCode iiis iidivided iiinto iiseven ii(7) iisections iiand

iiincludes iitwenty-eight ii(28) iiprinciples. iiIt iiaddresses iithe ii'board iiof iidirectors,' iithe ii'audit,' iithe

iirelationship iiwith iishareholders,' iithe ii'business iibehavior iiwith iiethics,' iithe'sustainability,' iithe

ii'transparency,' iiand iithe ii'definitions.' iiThe iiCode iiis iifounded iion iiprinciples iiand iineeds iia ii'apply iior

iiexplain' iiattitude. iiAll iibusinesses iiare iiobligated iito iifollow iithe iiCode iior iiexplain iiwhy iithey iido iinot. iiThe

ii'apply iior iiexplain' iimethod iiis iiintended iito iifoster iibetter iicorporate iigovernance iistandards iiin iiNigerian

iiorganizations. iiThe iiFinancial iiReporting iiCouncil iiof iiNigeria, iithe iiCode's iiissuer, iiwill iisupervise

iiimplementation iithrough iisectoral iior iiindustry iiregulators. iiEach iisectoral iiregulator iihas iibeen iigiven iithe
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iiauthority iito iiimpose iiappropriate iisanctions iifor iiCode iiinfractions iibased iion iisectoral iior iiindustry iilaws

iiand iiregulations. iiThe ii2020 iiNCCG iiimproves iion iithe iiprevious iicode iiin iithree iikey iiareas: iiby iirequiring

iicompanies iito iipay iiattention iito iisustainability iiissues iisuch iias iienvironmental, iisocial, iioccupational,

iiand iicommunity iihealth iiand iisafety iiissues; iiby iipromoting iifull iiand iicomprehensive iidisclosure iiand

iitransparency iito iiinvestors iiand iistakeholders; iiand iiby iirequiring iicompanies iito iipay iiattention iito

iisustainability iiissues iisuch iias iienvironmental, iisocial, iioccupational, iiand iicommunity iihealth iiand iisafety

iiissues.

2.3 iiReview iiof iiEmpirical iiLiterature

2.3.1 iiFirm iiSize iiand iiFinancial iiReporting iiQuality

Swastika ii(2013) iiinvestigated iithe iiimpact iiof iicorporate iigovernance iiand iifirm iisize iion iithe iifinancial

iireporting iiquality iiof iiIndonesia iiStock iiExchange iifood iiand iibeverage iicompanies. iiMultiple

iiregressions iiwere iiused iito iitest iithe iirelationship iiand iiimpact iiof iicorporate iigovernance iiand iifirm iisize

iifinancial iireporting iiquality iion iia iitotal iiof iififty-one ii(51) iicompanies. iiThe iistudy's iifindings iishow iithat

iionly iitwo iicorporate iigovernance iivariables, iithe iiboard iiof iidirectors iiand iiaudit iiquality, iihave iia

iisignificant iiimpact iion iifinancial iireporting iiquality, iiand iifirm iisize iihas iia iisignificant iiimpact iion

iifinancial iireporting iiquality iias iiwell.

The iirelationship iibetween iiasset iisize iiand iifinancial iireporting iiquality iiis iiexplained iiby iiChan-Jane,

iiTawei, iiand iiChae-Jung ii(2015), iiwho iirefer iito iithe iispectacular iiattributes iisurrounding iia iifirm's iisize.

iiThey iilooked iiinto iithe iirelationship iibetween iitwo iicompanies' iiattributes iiand iiadequate iidisclosures,
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iiasset iisize, iiand iilisting iistatus. iiThe iistudy iiused iithe iiKendall iirank iicorrelation iicoefficient iitest iiand

iiWilcoxon iito iianalyse ii88 iisamples iiof iifirms, ii44 iiof iiwhich iiare iilisted iion iithe iiNew iiYork iiStock iiExchange

ii(NYSE) iiand iithe iiother ii44 iiof iiwhich iiare iiunlisted. iiIt iiwas iidiscovered iithat iiasset iisize iihas iian iiimpact iion

iifinancial iireporting iiquality.

Kirubel ii(2016) iiinvestigated iithe iideterminants iiof iifinancial iireporting iiquality iiin iilarge iimanufacturing

iicompanies iiin iiAddis iiAbeba; iithe iistudy iiused iia iisimple iirandom iisampling iimethod iito iiselect iifourteen

ii(14) iicompanies iiover iia iifive-year iiperiod, iiyielding ii70 iiobservations. iiThe iipanel iileast iisquare

iiregression iianalysis iiresults iirevealed iithat: iiType iiof iiAuditor iiand iiShare iiDispersion, iiFirm iiProfitability

iihave iia iisignificant iiand iipositive iirelationship iion iifinancial iireporting iiquality iimanufacturing

iicompanies. iiFurthermore, iithe iisize iiof iithe iifirm iihas iia iinegative iiand iisignificant iirelationship iiwith iithe

iifinancial iireporting iiquality iiof iimanufacturing iicompanies. iiThe iistudy iirecommends iithat iiinvestors

iiconduct iiin-depth iiinvestigations iiinto iithe iiinternal iicontrols iiof iilow-performing iiand iilarge-firm

iicompanies iiin iiorder iito iiassess iiand iiimprove iithe iiquality iiof iitheir iifinancial iireporting.

Chan-Jane, iiTawei, iiand iiChae-Jung ii(2015) iiinvestigated iithe iiimpact iiof iifirm iicharacteristics iion

iifinancial iireporting iiin iiSpanish iifirms' iiannual iireports. iiMultiple iiregressions iiwere iiused iias iian iianalysis

iitool iiin iithe iiconstruction iiof iian iiindex iiof iicomprehensive iidisclosure iiusing iiboth iiqualitative iiand

iiquantitative iiinformation. iiBased iion iithe iistudy, iifirm iisize iihas iia iisignificant iiimpact iion iifinancial

iireporting. iidividing iifirm iicharacteristics iiinto iithree iicategories: iistructure iivariables ii(firm iisize, iigrowth,

iiand iileverage), iiperformance iivariables ii(liquidity, iiearnings iireturn, iiand iiprofit iimargin), iiand iimarket

iivariables ii(auditor iitype, iiindustry iitype, iilisting iistatus), iibut iilimitations iisuch iias iia iismall iisample iisize iiof
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iionly ii50 iifirms iiand iia iilimited iinumber iiof iidisclosure iiitems ii(16) iimay iiaffect iithe iistatistical iivalidity iiof

iitheir iiresults.

2.3.2 iiFirm iiLiquidity iiand iiFinancial iiReporting iiQuality

Hamidzadeh iiand iiZeinali ii(2015) iiinvestigated iithe iiimpact iiof iiasset iistructure iiand iiliquidity iion iithe

iifinancial iireporting iiquality iiof iiTehran iiStock iiExchange-listed iicompanies ii(TSE). iiThe iicausal

iiresearch iidesign iiwas iiused iiin iithe iistudy. iiThe iistatistical iipopulation iiconsisted iiof iifirms iilisted iion iithe

iiTehran iiStock iiExchange, iia iisystematic iielimination iisampling iimethod iiwas iiused iito iiselect ii100 iifirms

iias iithe iisample, iiand iithe iitime iiperiod iiranged iifrom ii2007 iito ii2011. iiFor iianalysis, iithe iistudy iiused

iimultivariate iiregression iitechniques. iiThe iistudy's iifindings iirevealed iithat iiliquidity iihas iia iisignificant

iiand iipositive iiimpact iion iifinancial iireporting iiquality.

By iianalysing iilong-term iitrends iiin iiilliquidity iimeasures iifor iifirms iithat iirestate iitheir iifinancial

iistatements, iiMahama iiand iiSafikhani ii(2014) iiinvestigated iithe iirelationship iibetween iiliquidity iiand

iifinancial iiinformation iiquality. iiAmihud's iimethod iiwas iiused iiin iithe iistudy ii(2002). iiThe iioriginal iisample

iiconsisted iiof ii98 iilisted iifirms iion iithe iiTehran iiStock iiExchange iibetween ii2004 iiand ii2011. iiThe iipresence

iior iiabsence iiof iifinancial iirestatement iicases iiwas iiassociated iiwith iithe iimeasurement iiof iifinancial

iiinformation iiquality iiin iithe iistudy. iiBased iion iithe iistudy, iifor iimost iiincome iidecreasing iirestatements,

iiilliquidity iirises iiprior iito iithe iiannouncement iiof iithe iirestatement iiand iicontinues iito iirise iiafter iithe

iiannouncement iiof iithe iirestatement. iiOverall, iithe iifindings iiindicated iia iipositive iirelationship iibetween

iifinancial iiinformation iiquality iiand iiliquidity.
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Akhgar iiand iiKarami ii(2014) iiinvestigated iithe iiimpact iiof iifirm iicharacteristics iion iithe iifinancial

iireporting iiquality iiof iicompanies iilisted iion iithe iiTehran iiStock iiExchange ii(TSE). iiA iisystematic iideletion

iisampling iimodel iiwas iiused iito iiselect ii120 iiactive iiTSE iicompanies iifrom ii1982 iito ii1991 iias iithe iistudy's

iisample iisize. iiThe iiPearson iiregression iicoefficient iiand iithe iiLamer iiand iiHussmann iiF-test iiwere iiused iito

iiestimate iigeneralised iileast iisquare iiregression. iiThe iieffects iiof iiseven iifactors, iiincluding iifirm iisize,

iileverage, iiboard iicomposition, iiinstitutional iishareholding, iiliquidity, iiprofitability, iiand iifirm iigrowth,

iiwere iistudied iiin iithree iiformats. iiProfitability, iisize, iiliquidity, iiand iifirm iigrowth iiwere iifound iito iihave iia

iipositive iiand iisignificant iiinfluence iion iifinancial iireporting iiquality, iiwhereas iileverage iiand iiboard

iicomposition iihad iia iisignificant iinegative iiinfluence iion iifinancial iireporting iiquality. iiInstitutional

iishareholding, iion iithe iiother iihand, iihad iino iieffect iion iithe iiexplained iivariable.

Mohamed iiAmr ii(2016) iiinvestigated iithe iiimpact iiof iiliquidity iion iithe iiquality iiof iifinancial iireports

iiproduced iiby iifirms iilisted iion iithe iiEgyptian iiStock iiExchange. iiOn iia iisample iiof ii32 iifirms iilisted iiin ii2014

iiand ii2015, iithe iistudy iiused iia iisimple iimultiple iiregression iimodel. iiThe iiquick iiratio iiwas iiused iito iiassess

iifirm iiliquidity, iiand iiaccounting iiconservatism iiwas iiused iito iiassess iifinancial iireport iiquality. iiThe

iifindings iirevealed iithat iiliquidity iilevel iiis iia iigood iienhancer iiof iiEgypt's iifinancial iireporting iiquality.

Shehu iiand iiFarouk ii(2014) iiinvestigated iithe iiimpact iiof iifirm iiattributes iion iithe iiquality iiof iiearnings iiof

iipublicly iitraded iioil iiand iigas iicompanies iiin iiNigeria iifrom ii2007 iito ii2011. iiThe iianalysis iiused iia iisample iiof

iiseven iifirms iifrom iia iilist iiof iinine ii(9) iifirms. iiLeverage, iifirm iisize, iiinstitutional iiownership, iiliquidity,

iiprofitability, iiand iifirm iigrowth iiare iisome iiof iithe iifirm iiattributes iithat iiare iiused. iiDechow, iiSloan, iiand

iiSweeney ii(1995) iiused iia iimultiple iiregression iitechnique iion iidata iiobtained iifrom iiannual iireports iiof
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iicompanies. iiBased iion iithe iifindings, iiliquidity, iileverage, iiand iifirm iigrowth iiall iihad iia iisignificant iiand

iipositive iiimpact iion iiearnings iiquality. iiMeanwhile, iiinstitutional iiownership, iifirm iisize, iiand

iiprofitability iiall iihad iia iisignificant iibut iinegative iiimpact iion iithe iiquality iiof iiearnings iiof iiNigerian iilisted

iioil iifirms.

2.3.3 iiFirm iiLeverage iiand iiFinancial iiReporting iiQuality

Echobu, iiOkika, iiand iiMailafia ii(2017) iiinvestigated iithe iifactors iithat iiinfluence iithe iifinancial iireporting

iiquality iiof iipublicly iitraded iiNatural iiResources iiand iiAgriculture iicompanies iiin iiNigeria. iiThe

iipopulation iiwas iimade iiup iiof iinine iipublicly iitraded iicompanies, iifive iiof iiwhich iiwere iiin iiagriculture iiand

iifour iiof iiwhich iiwere iiin iinatural iiresources. iiThe iistudy iidrew iion iia iisample iiof iiseven iicompanies iidrawn

iifrom iithe iitarget iipopulation. iiSecondary iidata iiwas iigathered iifrom iicompany iifinancial iistatements iiand

iithus iicovers iithe iiperiod iifrom ii2008 iito ii2015. iiThe iifindings iirevealed iia iisignificant iipositive iiimpact iiof

iileverage, iiboard iisize, iiand iiliquidity iion iifinancial iireporting iiquality.

In iianother iidimension, iiShehu iiand iiBello ii(2013) iiused iithe iiDechew iiand iiDechev ii(2002) iimodel iito

iiinvestigate iithe iieffect iiof iifirm iicharacteristics iisuch iias iimonitoring, iistructure, iiand iiperformance

iicomponents iion iifinancial iireporting iiquality iiof iilisted iimanufacturing iifirms iiin iiNigeria. iiFor iithe

iianalysis, ii24 iifirms iiwith iibalanced iipanel iidata iiwere iiused, iiand iimultiple iiregression iiwas iiused iias iithe

iidata iianalysis iitechnique. iiThe iifindings iirevealed iithat iihighly iileveraged iifirms iiare iiless iilikely iito

iimanage iiearnings, iiand iiinstitutional iiinvestors iiplay iian iiimportant iimonitoring iirole iiin iimitigating

iimanagers' iiopportunistic iitendencies iitoward iiearnings iimanagement.
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Ishak, iiAmran, iiand iiAbdul iiManaf ii(2018) iiinvestigated iithe iiimpact iiof iifirm iicharacteristics iion iifinancial

iireporting iiquality. iiThompson iiDatabase iiwas iiused iias iia iisecondary iisource iiof iidata. iiThe iisample

iiconsists iiof iifirms iilisted iion iithe iiBursa iiMalaysia iiMain iiMarket iifrom ii2012 iito ii2015. iiThe iifindings

iirevealed iithat iilarge iicorporations iiengage iiin iiearnings iimanagement. iiHigh-leveraged iifirms, iion iithe

iiother iihand, iiare iiless iilikely iito iiengage iiin iiearnings iimanipulation.

Shehu ii(2013) iiinvestigates iithe iimonitoring iifeatures iiand iiquality iiof iifinancial iireporting iiin iiNigerian

iilisted iimanufacturing iicompanies. iiEarnings iimanagement iiusing iia iimodified iiDechow iiand iiDichev

iimodel iiwas iiused iias iia iiproxy iifor iifinancial iireporting iiquality ii(2002). iiOrdinary iiLeast iiSquare

iiregression iiwas iiused iiwith ii32 iifirms iiand ii160 iiobservations. iiThe iifindings iirevealed iia iipositive iiand

iistatistically iisignificant iirelationship iibetween iileverage, iiaudit iicommittee, iiindependent iidirectors,

iimanagerial iishareholdings, iiblock, iiinstitutional, iiand iifinancial iireporting iiquality.

In iiaddition, iiOlowokure, iiTanko, iiand iiNyor ii(2016) iiinvestigated iithe iiimpact iiof iifirm iistructural

iicharacteristics iion iithe iiquality iiof iifinancial iireporting iiof iiNigerian iilisted iideposit iimoney iibanks.

iiSecondary iidata iiwas iigathered iifrom iipublished iiannual iireports iiof ii13 iipublicly iitraded iibanks iiover iia

iiten-year iiperiod ii(2005–2014). iiThe iistudy iifound iino iievidence iiof iia iisignificant iieffect iiof iisize, iifirm iiage,

iior iileverage iion iifinancial iireporting iiquality.

Mahboub ii(2017) iiinvestigated iithe iifactors iithat iiinfluence iifinancial iireporting iiquality. iiFinancial

iistatements iifrom iitwenty-two ii(22) iiLebanese iibanks iicovering iithe iiyears ii2012-2015 iiwere iiused. iiAs iithe

iidependent iivariable, iithe iiquality iiof iifinancial iireporting iiwas iiindexed iiusing iia iitotal iiof ii40 iiitems. iiThe

iiindependent iivariables iifor iibank iispecific iicharacteristics iiare iileverage, iiprofitability, iisize, iiboard
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iiindependence, iiboard iisize, iiand iiownership iistructure. iiThe iifindings iiof iia iimultivariate iianalysis iiusing

iithe iiOrdinary iiLeast iiSquare ii(OLS) iimodel iirevealed iithat iiownership iistructure iiand iifinancial iileverage

iihave iia iisignificant iipositive iiimpact iion iifinancial iireporting iiquality. iiMeanwhile, iiprofitability iiand

iibank iisize iihave iilittle iiimpact iion iithe iifinancial iireporting iiquality iiof iiLebanon's iibanks.

Adebayo iiand iiAdebiyi ii(2016) iiinvestigated iithe iiimpact iiof iifirm iicharacteristics iion iithe iitimeliness iiof

iifinancial iireporting iiby iiNigerian iibanks. iiBetween ii2005 iiand ii2013, iisamples iiof iififteen iipublicly iitraded

iibanks iion iithe iiNew iiYork iiStock iiExchange iiwere iiused. iiThe iiOLS iiestimation iitechnique iiwas iiused.

iiExcept iifor iileverage, iiall iiof iithe iivariables iiexamined ii(bank iisize, iileverage, iiprofitability, iiaudit iifirm

iisize) iiwere iifound iito iibe iistatistically iisignificant. iiBased iion iithe iifindings, iithe iimajority iiof iibanks iiin

iiNigeria iihave iiimproved iitheir iitimely iireporting iiof iifinancial iistatements iiby iicomplying iiwith

iiregulations.

2.3.4 iiBoard iiSize iiand iiFinancial iiReporting iiQuality

Uwalomwa iiet iial. ii(2018) iiinvestigated iithe iiimpact iiof iicorporate iigovernance iion iithe iiquality iiof

iifinancial iireports iiissued iiby iiNigerian iilisted iibanks. iiThe iiresearchers iianalysed iidata iifrom iithe iiannual

iireports iiof iithe iiNigerian iiStock iiExchange-listed iibanks iifrom ii2008 iito ii2015. iiThe iisize iiof iithe iiboard iiof

iidirectors iiwas iiused iias iia iiproxy iifor iicorporate iigovernance iiby iithe iiresearchers. iiDescriptive iistatistics, iia

iicorrelation iimatrix, iiand iipanel iidata iiregression iianalysis iiwere iiused iito iianalyse iithe iidata. iiThe iisize iiof

iithe iiboard iiwas iifound iito iihave iia iinon-significant iinegative iirelationship iiwith iithe iiquality iiof iifinancial

iireports.
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Yu ii(2008) iiacknowledged iiin iianother iistudy iithat iilarger iiboards iihave iia iistrong iirelationship iiwith iilower

iilevels iiof iiearnings iimanagement. iiOnuorah iiand iiImene ii(2016) iiinvestigated iithe iiquality iiof iicorporate

iigovernance iiand iifinancial iireporting iiin iiNigeria. iiThe iistudy's iigoal iiwas iito iiassess iithe iilevel iiof

iiperformance iiof iisome iiselected iicompanies iiin iiNigeria iiin iiterms iiof iicorporate iigovernance iimeasure

iiindicators iion iithe iifirm's iiquality iiof iifinancial iireporting, iiincluding iicommodities, iibreweries, iibanking,

iioil iiand iigas, iiand iibeverages. iiThe iiinformation iiwas iigathered iibetween ii2006 iiand ii2015. iiAn

iieconometric iianalysis iiwas iiperformed, iiand iithe iiresults iiindicate iithat iiboard iisize iihas iia iipositive iiimpact

iion iifinancial iireporting iiquality iias iimeasured iiby iifirms' iidiscretionary iiaccruals. iiEzat iiand iiEl- iiMasry

ii(2008) iistated iithat iithe iivariability iiof iithe iiboard's iimembership, iicombined iiwith iitheir iidesire iito iireveal

iimore iitimely iifinancial iiinformation, iiwill iipique iithe iiinterest iiof iimore iiinvestors. iiThis iisuggests iithat iithe

iidesire iifor iimore iitimely iidisclosure iigrows iiwith iithe iisize iiof iithe iiboard.

Chalaki iiet iial. ii(2012) iiinvestigated iithe iicorporate iigovernance iimechanism iiand iithe iiquality iiof iifinancial

iireporting iiin iiIran. iiThe iipurpose iiof iithis iistudy iiwas iito iilook iiinto iithe iiimpact iiof iicorporate iigovernance

iiattributes iion iifinancial iireporting iiquality iiin iifirms iilisted iion iithe iiTehran iiStock iiExchange ii(TSE) iifrom

ii2003 iito ii2011. iiThe iiMcNichols ii(2002) iiand iiCollins ii& iiKothari ii(1989) iimodels iiwere iiused iito iiassess

iifinancial iireporting iiquality, iiwith iiboard iisize iiserving iias iia iiproxy iifor iicorporate iigovernance iiattributes.

iiBased iion iithe iistudy's iifindings, iithere iiis iino iirelationship iibetween iiboard iisize iiand iifinancial iireporting

iiquality.

Aigbovo iiand iiAshafoke ii(2015) iiinvestigated iithe iirelationship iibetween iicorporate iigovernance iiand

iishare iiprice iiof iiNigerian iilisted iibanks iifrom ii2002 iito ii2011. iiThe iiresearchers iiused iipanel iidata iifrom
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iifourteen ii(14) iisampled iiNigerian iiStock iiExchange-listed iibanks. iiThe iidata iiwas iianalysed iiusing

iidescriptive iistatistics, iicorrelation iianalysis, iiand iipanel iiregression iimethodology. iiThe iifindings

iirevealed iithat iithe iisize iiof iithe iiboard iiof iidirectors iihad iia iisignificant iiimpact iion iithe iishare iiprice iiof

iiNigeria's iilisted iibanks. iiIn iianother iistudy, iiPatrick iiet iial. ii(2015) iifound iithat iicorporate iigovernance

iimechanisms iisuch iias iiboard iisize iihave iia iisignificant iiimpact iion iithe iiquality iiof iifinancial iireports iias

iimeasured iiby iifinancial iireport iitimeliness.

2.3.5 iiBoard iiDiversity iiand iiFinancial iiReporting iiQuality

Several iistudies iihave iiinvestigated iithe iirelationship iibetween iiboard iidiversity iiand iifinancial iireporting

iiquality ii(see, iiBarua, iiDavidson, iiRama, iiand iiThiruvadi, ii2010; iiD'onza ii& iiLamboglia, ii2014; iiHo, iiLi,

iiTam, iiand iiZhang, ii2015; iiKlai ii& iiOmori, ii2011; iiMakhlouf, iiAl-Surf, iiand iiAlmubaideen, ii2018; iiPen ii&

iiVahamaa, ii2010; iiPulungan ii& iiSadat, ii2014; iiYunos,

Other iiresearch ii(Dobbin iiand iiJung, ii2010; iiLabelle, iiGargouri, ii& iiFrancoeur, ii2010) iifound iia iisignificant

iiand iinegative iirelationship iibetween iiboard iidiversity iiand iifinancial iireporting iiquality. iiFurthermore, iia

iithird iibody iiof iiliterature iiasserted iithat iiboard iidiversity iiis iiunrelated iito iifinancial iireporting iiquality

ii(Firoozi, iiMagnan, ii& iiFortin, ii2016; iiHoang, ii2014; iiWang, ii2015; iiMuhammad, iiAyoib ii& iiNoor, ii2016).

iiIn iiparticular, iiwhen iiit iicomes iito iigender iidiversity, iithe iitraditional iiboard iimake-up iiaround iithe iiworld

iidoes iinot iieasily iisupport iithe iilinear iirelationship iibetween iigender iidiversity iiand iifinancial iireporting

iiquality, iias iithe iimale iigender iiin iithe iiboard iiroom iialways iioutnumbers iitheir iifemale iicounterparts

ii(Ilaboya ii& iiLodikero, ii2017). iiThis iiis iievidenced iiby iiEuropean iilegislation iirequiring ii40% iifemale
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iirepresentation iion iiboards, iias iiwell iias iiin iiNigeria, iiwhere iisome iigovernment iipositions iiare iireserved iifor

iiwomen ii(for iiexample, iithe iiministry iiof iifinance). iiDespite iithe iibackdrop iiof iigender iiinequality iion iithe

iiboard, iiMakhlouf iiet iial., ii(2018) iimaintain iithat iigender iidiversity iiis iipositively iiand iisignificantly iirelated

iito iifinancial iireporting iiquality iiwhen iiaccounting iiconservatism iiis iiused iias iia iimetric.

Hope iiand iiKemebradikemor ii(2019) iiinvestigated iithe iiimpact iiof iiboard iicharacteristics iion iithe

iifinancial iireporting iiquality iiof iipublicly iitraded iimanufacturing iifirms. iiTo iitest iithe iihypotheses, iithe

iistudy iiused iia iimulti-method iiquantitative iidesign iiand iithe iiGeneralized iiLinear iiModel. iiAt iia ii5%

iisignificance iilevel, iithe iifindings iirevealed iithat iiboard iiindependence iiand iidiversity iihave iia iisignificant

iiinfluence iion iifinancial iireporting iiquality.

Kreder ii(2016) iiinvestigated iithe iirelationship iibetween iifemale iiboard iiparticipation iiand iia iifirm's iiuse iiof

iidiscretionary iirevenue iirecognition. iiThe iistudy iifound iithat iifemale iiboard iimembers iiwere iinegatively

iiassociated iiwith iidiscretionary iirevenue iirecognition iiin iia iisample iiof iiS&P ii1500 iifirms iifrom ii2007 iito

ii2014.

Branciari iiand iiPoli ii(2017) iiinvestigated iiwhether iiand iihow iigender iidiversity iion iiboards iiof iidirectors

iiaffected iithe iiproclivity iiof iiItalian iiprivate iiunlisted iicompanies iito iiengage iiin iiearnings iiminimization,

iiwhich iiis iiequivalent iito iifinancial iireporting iiquality. iiThe iistudy iifound iithat iigender iidiversity iion

iicorporate iiboards iiof iidirectors iihas iino iieffect iion iia iicompany's iiproclivity iito iimaximise iiprofits.
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2.4 iiReview iiof iiTheories ii ii

There iihave iibeen iitheories iideveloped iiabout iithe iifirm's iispecific iicharacteristics, iicorporate iigovernance,

iiand iifinancial iireporting iiquality. iiThese iitheories iiare iidiscussed iiin iigreater iidepth iifurther iidown.

2.4.1 iiAgency iiTheory

Jensen iiand iiMeckling iiproposed iithis iitheory iiin ii1976, iiand iiit iihas iisince iibecome iia iipopular iitheory iiin

iimanagement iiand iithe iisocial iisciences ii(Ezelibe iiet iial., ii2017). iiThis iitheory iiexplains iihow iiownership

iiand iimanagement iiare iiseparated iiin iian iiorganisation, iias iiwell iias iithe iirelationship iithat iiexists iibetween

iithem. iiBased iion iithe iitheory, iiin iithe iipresence iiof iiinformation iiasymmetry, iithe iiagent iiis iimore iilikely iito

iipursue iihis iipersonal iiinterests, iiwhich iimay iibe iidetrimental iito iithe iiowners iiof iithe iiorganisation ii(Sanda,

iiMikailu, ii& iiGarba, ii2005). iiEzelibe iiet iial. ii(2017), iistated iithat iithe iicentral iiphilosophical iitenet iiof iithis

iitheory iiis iithat iiparties iiwho iienter iiinto iian iiagency iiagreement iiact iiin iitheir iiown iiself-interest iiwhile iialso

iihaving iithe iiright iiand iifreedom iito iienter iiinto iiother iiagreements. iiAgency iitheory iiis iirelevant iito iiour

iiinvestigation iibecause iiit iiexplains iiand iiensures iithat iithe iiagent, iiwhether iian iiemployee iior iia iiboard iiof

iidirectors, iiacts iiin iithe iibest iiinterests iiof iithe iiprincipal iiwhen iiperforming iiethical iiand iiboardroom iiduties.

iiThis iitheory iican iialso iibe iiapplied iiin iiother iifields iisuch iias iiengineering, iipolitics, iiand iigovernment.

The iitheory iiilluminates iithe iiagent-principal iirelationship. iiManagement ii(agent) iimay iiprovide

iimisleading iiinformation iito iishareholders ii(owners) iiand iiother iistakeholders iiwhen iiperforming iitheir

iirole iiof iidisclosing iifinancial iiinformation iito iithem. iiThis iiis iidue iito iitheir iiselfish iiinterests. iiThe iiissue iiof

iicorporate iigovernance iiarose iias iia iiresult iiof iithe iiactivities iiof iimanagers iior iiagents iiin iisharp iipractises
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iithat iiare iiusually iinot iiin iithe iibest iiinterests iiof iithe iiprincipals ii(owners iiof iithe iibusiness). iiOver iitime,

iisituations iihave iiarisen iiin iiwhich iithe iiBoard iiof iiDirectors iidoes iinot iiact iiin iithe iibest iiinterests iiof iithe

iishareholders. iiThis iiis iithe iicentral iiissue iiaddressed iiby iiagency iitheory. iiThis iiproblem iiarises iias iia iiresult

iiof iithe iiseparation iiof iia iifirm's iicontrol iiand iiownership; iithus, iithe iidirectors iicontrol iithe iifirm iiwhile iithe

iishareholders iiare iithe iiowners. iiThis iiarrangement iialmost iialways iiresults iiin iia iiconflict iiof iiinterest

iibetween iiownership ii(shareholders) iiand iicontrol ii(directors) ii(Ogbaisi ii& iiEzuem, ii2021). iiThe iiagency

iitheory iihas iialso iirevealed iithat iiwhen iithe iiprincipal iihas iienough iiinformation iito iievaluate iithe iiagent's

iiactivities iiand iiperformance, iithe iiagent iiwill iitend iito iiact iiin iithe iibest iiinterests iiof iithe iiprincipal. iiAs iia

iiresult iiof iithis, iias iiwell iias iiprevious iiinstances iiof iifinancial iiscandal, iiboth iithe iilocal iiand iiinternational

iicommunities iihave iilevelled iinumerous iicriticisms iiat iithe iiquality iiof iifinancial iireports ii(Orlando, ii2010).

Numerous iistudies iihave iibeen iibased iion iiagency iitheory, iiimplying iithat iiit iiis iiwidely iiaccepted iiand

iiapplicable. iiThis iitheory, iihowever, iihas iibeen iicriticised iifor iifocusing iisolely iion iithe iiagent-principal

iirelationship iiand iicompletely iiignoring iithe iiorganization's iistakeholders, iiwhich iiinclude iisuppliers,

iicreditors, iiand iithe iienvironment iiin iiwhich iithe iiorganisation iioperates.

2.4.2 iiStakeholders iiTheory

In ii1984, iiagainst iithe iibackdrop iiof iithe iiAgency iitheory, iiEdward iiFreeman iiproposed iiStakeholder's

iitheory. iiThis iitheory iiwas iiused iiby iiFreeman ii(1984) iito iiexplain iithe iiorganization's iitripartite

iirelationship ii– iibetween iiagents ii(employees iiand iithe iiboard iiof iidirectors), iiprincipals ii(owners), iiand

iistakeholders ii(creditors, iisuppliers, iigovernment, iicustomers iiand iiso iion). iiThe iirole iiof iimorals iiand
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iivalues iiin iiorganisational iimanagement iiis iialso iiaddressed iiby iistakeholder iitheory. iiThis iitheory iiis

iirelevant iito iiour iicurrent iiresearch iibecause iiit iiwill iiallow iius iito iibroaden iiour iiunderstanding iiof iithe

iiconcept iiof iistakeholders iiin iian iiorganisation. iiThis iitheory iiis iialso iiapplicable iiin iiother iifields iisuch iias

iiethics, iilaw, iiand iiorganisational iimanagement.

While iistakeholder iitheory iiaddressed iithe iishortcomings iiof iiagency iitheory, iithe iiconcept iiof

iistakeholders iiis iivague iiand iipoorly iidefined ii(Miles, ii2012). iiAs iia iiresult, iieven iiwhen iian iiorganisation

iiattempts iito iiidentify iiits iistakeholders, iithey iiassume iiequal iistakeholder iiinterest iiin iithe iiorganisation,

iirendering iithe iiterm ii"social iicontract" iiobsolete ii(Mansell, ii2013).

2.4.3 iiStewardship iiTheory

This iitheory iiis iidiametrically iiopposed iito iiagency iitheory. iiBased iion iithe iistewardship iitheorists,

iidirectors iifrequently iihave iiinterests iithat iiare iicompatible iiwith iithose iiof iishareholders. iiThey iibelieve

iithat iibecause iimanagers iiare iinaturally iitrustworthy, iithere iiwill iibe iino iisignificant iiagency iicosts

ii(Donaldson, ii2003). iiDonaldson iiand iiDavis ii(1991) iipropose iian iialternative iimodel iiin iiwhich

iiorganisational iirole iiholders iiare iireconceived iias iibeing iimotivated iiby iia iineed iito iiachieve iiand iigain

iiintrinsic iisatisfaction iiby iisuccessfully iiperforming iiinherently iidifficult iiwork, iiexercising

iiresponsibility iiand iiauthority, iiand iithus iigaining iirecognition iifrom iipeers iiand iibosses. iiThey iiasserted

iithat iiwhere iimanagers iihave iiserved iia iicorporation iifor iiseveral iiyears, iithe iiindividual iiego iiin iithe

iicorporation iimerges.
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The iistewardship iitheory iipostulates iithat iia iisteward iiprotects iiand iimaximises iishareholder iiwealth

iithrough iifirm iiperformance iibecause iidoing iiso iimaximises iithe iisteward's iiutility iifunctions. iiThe iisteward

iigains iimore iiutility iifrom iiachieving iiorganisational iigoals iithan iifrom iiself-serving iibehaviour. iiThe

iitheory iirecognises iithe iifundamentals iiof iistructures iithat iiempower iithe iisteward, iiproviding iimaximum

iiautonomy iibuilt iion iitrust. iiReduces iithe iicost iiof iimechanisms iifor iimonitoring iiand iicontrolling

iibehaviour ii(Amah ii& iiEkwe, ii2021). ii

2.5 iiTheoretical iiFramework

This iistudy iiwill iibe iianchored iion iithe iiagency iitheory. iiThis iitheory iiexplains iihow iiownership iiand

iimanagement iiare iiseparated iiin iian iiorganisation, iias iiwell iias iithe iirelationship iithat iiexists iibetween iithem.

iiBased iion iithe iitheory, iiin iithe iipresence iiof iiinformation iiasymmetry, iithe iiagent iiis iimore iilikely iito iipursue

iihis iipersonal iiinterests, iiwhich iimay iibe iidetrimental iito iithe iiowners iiof iithe iiorganisation ii(Sanda, iiMikailu,

ii& iiGarba, ii2005). iiEzelibe iiet iial. ii(2017), iistated iithat iithe iicentral iiphilosophical iitenet iiof iithis iitheory iiis

iithat iiparties iiwho iienter iiinto iian iiagency iiagreement iiact iiin iitheir iiown iiself-interest iiwhile iialso iihaving iithe

iiright iiand iifreedom iito iienter iiinto iiother iiagreements. iiAgency iitheory iiis iirelevant iito iiour iiinvestigation

iibecause iiit iiexplains iiand iiensures iithat iithe iiagent, iiwhether iian iiemployee iior iia iiboard iiof iidirectors, iiacts iiin

iithe iibest iiinterests iiof iithe iiprincipal iiwhen iiperforming iiethical iiand iiboardroom iiduties. iiThis iitheory iican

iialso iibe iiapplied iiin iiother iifields iisuch iias iiengineering, iipolitics, iiand iigovernment.
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CHAPTER iiTHREE

METHODOLOGY

3.1 iiIntroduction

The iichapter iidiscusses iithe iimethod, iithe iisteps iiand iithe iiprocedures iito iibe iiemployed iiin iicarrying iiout iithe

iistudy. iiIt iiincludes iithe iiresearch iidesign, iithe iipopulation iiand iisample iiof iithe iistudy, iithe iimethod iiof iidata

iicollection, iimethod iiof iidata iianalysis, iithe iimodel iispecification iiand iioperationalization iiof iithe iivariables.
ii

3.2 iiResearch iiDesign

This iistudy iiwill iiadopt iia iicausal iirelationship iiresearch iidesign iito iiexamine iithe iideterminants iiof iithe

iifinancial iireporting iiquality iiof iilisted iiof iiDMBs iiin iiNigeria. iiThis iienabled iithe iiresearcher iito iiunderstand

iihow iione iivariable iiunder iistudy iiaffects, iior iiwas iiresponsible iifor iichanges iiin iianother iivariable. iiCausal

iiresearch iidesign iiwas iichosen iibecause iiin iibusiness iiresearch, iithe iicause-effect iirelationship iiis iiless
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iiexplicit. iiCooper iiand iiSchindler ii(2014) iipointed iiout iithat, iithe iiuse iiof iia iicausal iiresearch iidesign iieases

iithe iiunderstanding, iiexplanation, iiprediction iiand iicontrol iiof iiany iirelationship iibetween iivariables iiunder

iistudy.

3.3 iiPopulation iiand iiSample iiSelection

A iipopulation iirepresents iia iiset iiof iiobjectives, iicases iior iiindividuals iithat iihave iithe iisame iicharacteristics

iiwhich iiare iiobservable. iiTo iiadd iialso, iithe iitarget iipopulation iiis iidefined iias iithat iione iito iiwhich iia iiparticular

iiresearch iiintends iito iinormalize iithe iiresults iiof iihis iior iiher iistudy ii(Mugenda ii& iiMugenda, ii2003). iiThe

iipopulation iiof iithe iistudy iicovered iideposit iimoney iibanks iilisted iiin iithe iiNigerian iiexchange iigroup. iiThere

iiare iia iitotal iiof iifourteen iideposit iimoney iibanks iilisted iiin iithe iiNigerian iiexchange iigroup, iitherefore iiour

iipopulation iiwas iifourteen iilisted iideposit iimoney iibanks iiin iiNigeria.

3.4 iiSample iiSize iiand iiSampling iiTechniques

The iicensus iisampling iitechnique iiwill iibe iiadopted iiin iithis iistudy. iiSince iithe iitarget iipopulation iiof iithis

iistudy iicomprises iiof iithe iifourteen iideposit iimoney iibanks iilisted iiin iithe iiNigeria iiExchange iiLimited iiand

iithis iinumber iiis iirelatively iismall.

3.5 iiMethod iiof iiData iiCollection

This iistudy iiused iisecondary iisources iiof iidata. iiThe iiSecondary iidata iiwas iiobtained iifrom iiaudited

iifinancial iistatements iiand iiannual iireports iiof iithe iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe

iisecondary iisources iiof iidata iiinclude iibooks, iiannual iistatements iiof iilisted iideposit iimoney iibanks, iijournal

iiarticles, iipublications iiand iireports iipublished iiby iithe iiinstitution iiunder iistudy ii(Nigerian iiExchange



53

iiGroup). iiThe iitype iiof iidata iicollection iiprocedure iiemployed iiis iiconvenient iiand iieffective iias iiit iisaved

iitime iiand iimoney.

3.6 iiModel iiSpecification

To iidetermine iiour iiproxy iiof iifinancial iireporting iiquality, iithe iilevel iiof iidiscretionary iiaccruals ii(residuals)

iiis iiused ii(higher iilevel iiof iithe iiresidual iiindicates iia iilower iilevel iiof iiaccrual iiand iiearnings iiquality).

iiDiscretionary iiaccruals iiare iiaccruals iithat iido iinot iirelate iito iinormal iioperating iiactivities, iiand iiso iia iihigher

iilevel iiof iithese iiaccruals iimay iiindicate iithat iimanagement iihas iibeen iiable iito iiexert iiits iipower iiover iithe

iiauditor iiby iibeing iiable iito iireport iion iiterms iifavourable iito iimanagement ii(earnings iimanagement). iiTo

iimeasure iidiscretionary iiaccruals, iithis iistudy iiadopts iia iiperformance iimatched iiModified-Jones ii(1991)

iidiscretionary iiaccruals iimodel. iiThis iiis iibecause iiDechow iiet iial. ii(1995) iiprovide iievidence iithat iithe

iimodified iiJones iimodel iihad iithe iihighest iistatistical iipower iiin iidetecting iiearnings iimanagement, iiand

iiKothari iiet iial. iiThe iiperformance-matched iiModified-Jones ii(1991) iidiscretionary iiaccruals iimodel iiis

iimathematically iipresented iias iifollows; ii

iiCit ii= iiβ0+ iiβ1(ΔREVit- iiΔRECit) ii+ iiβ2PPEit ii+ iiβ3TAit-1 ii+ iiβ4GRWTHit ii+ iiεit………………(3.1) ii

Where: ii

TACCit ii= iiTotal iiaccruals ii(difference iibetween iinet iiincome iiand iioperating iicashflows) iiof iibank iiI iiin ii ii ii ii ii ii ii ii

ii iiyear iit iiscaled iiby iitotal iiassets ii

ΔREVit ii= iiChange iiin iirevenue/sales iiof iibank iiI iiin iiyear iit iiscaled iiby iitotal iiassets ii ii
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ΔRECit ii= iiChanges iiin iireceivables iiof iibank iiI iiin iiyear iit iiscaled iiby iitotal iiassets ii

PPEit ii= iiGross iiplant, iiproperty iiand iiequipment iiof iibank iiI iiin iiyear iit ii

TAit-1 ii= iiLag iitotal iiassets iiof iibank iiI iiin iiyear iit iiscaled iiby iitotal iiassets ii ii

GRWTHit ii= iithe iiratio iiof iinext iiyear’s iisales iito iithis iiyear’s iisales ii

And iiβ1, iiβ2, iiβ3, iiβ4, iiare iiparameters iiestimates; iiβ0 iiintercept ii

Εit ii= iithe iiresidual iifrom iithe iiregression ii(the iimeasure iiof iidiscretionary iiaccruals, iii.e iiFinancial

iiReporting iiQuality) ii

After iiestimating iiour iiproxy iifor iifinancial iireporting iiquality iifrom iimodel iione, iithe iimodel iiof iithe iistudy iiis

iias iifollows; ii

Financial iiReporting iiQuality ii= iif ii(Determinants) ii

Financial iiReporting iiQuality ii= iif(Firm iiSize, iiFirm iiLiquidity, iiFirm iiLeverage, iiBoard iiSize iiand iiBoard

iiDiversity) ii

iiFRQit ii= iiβ0 ii+ iiβ1FSZit ii+ iiβ2FLQDit ii+ iiβ3FLEVit ii+ iiβ4BSZit ii+ iiβ5BDIVit ii+ iiεit………………..…(3.2) ii

ii

Where: ii

FRQit ii= iiFinancial iiReporting iiQuality iiof iibank iiI iiin iiyear iit ii

FSZit ii= iifirm iisize iiof iibank iiI iiin iiyear iit ii ii
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FLQDit ii= iiFirm iiliquidity iiof iibank iiI iiat iiyear iit ii

FLEVit ii= iiFirm iileverage iiof iibank iiI iiat iiyear iit ii

BSZit ii= iiBoard iisize iiof iibank iiI iiat iiyear iit ii

BDIVit ii= iiBoard iidiversity iiof iibank iiI iiat iiyear iit

β1, iiβ2, iiβ3, iiβ4, iiβ5 iiare iiparameters iiestimates; iiβ0 iiintercept iiε ii= iiResiduals

3.7 iiVariable iiMeasurement iiand iiModel iiSpecifications ii

In iithis iisection, iithe iivariables iiuse iito iitest iithe iihypotheses iiformulated iiin iithis iistudy iiare iipresented iiand

iimeasured. iiThe iimodel iiof iithe iistudy iias iiwell iias iithe iimodel iiused iito iiextract iithe iimeasure iiof iifinancial

iireporting iiquality iiis iialso iipresented iihere. ii

3.7.1 ii Variable iiMeasurement ii

The iidesign iiadopted iiis iia iitwo iistage iidesign; iiin iithe iifirst iistage, iiour iimeasure iiof iifinancial iireporting

iiquality iiis iigenerated iifrom iithe iiresiduals iiof iimodified iiJones iimodel ii(that iiis, iithe iidiscretionary iiaccruals).

iiIn iithe iisecond iistage, iithe iistudy iitests iithe iieffect iias iiwell iias iithe iirelationship iibetween iideterministic

iivariables iiof iifinancial iireporting iiquality iiand iifinancial iireporting iiquality iiof iilisted iideposit iimoney

iibanks iiin iiNigeria. iiThe iimeasurements iiof iithe iivariables iiused iito iiachieve iithe iiresearch iiobjectives iiare

iipresented iiin iiTable ii3.1;
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Table ii3.1 iiVariables iiMeasurement ii

Variable iiname ii Symbol ii Expected ii ii

Relationship ii

Measurement ii Source ii

Financial iireporting
iiquality ii

FRQ ii

ii

Inverse iiof iiearnings
iimanagement ii(discretionary
iiaccruals), iimeasured iiby iithe
iilevel iiof iiabsolute iidiscretionary
iiaccruals iifrom iithe iiresiduals iiof
iithe iiperformance-matched
iimodified iiJones ii(1991)
iidiscretionary iiaccruals iimodel. ii

Ishaq iiand iiChe-

Ahmad ii(2016) ii

Firm iisize ii ii SIZC ii Positive ii

ii

Natural iilogarithm iiof iithe iitotal
iiasset iiof iithe iicompany ii

Carslaw iiand ii

Kaplan, ii(1991) ii

Firm iiLiquidity ii FLQD ii Positive ii

ii

Current iiAssets/Current iiLiability Mugenyah
ii(2015) ii

Firm iiLeverage ii FLEV ii Negative ii Total iiDebt ii/ iiTotal iiAssets ii Amara iiand iiBilal
ii(2014) ii

Board iiSize ii BSZ ii Positive ii

ii

Aggregate iinumber iiof iidirectors ii Uwuigbe iiet iial.
ii(2014) ii

Board iiDiversity BDIV Positive Ratio iiof iimale iito iifemale iidirectors Uwuigbe iiet iial.
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ii(2014)

Source: iiResearcher’s iicompilation iifrom iivarious iisources, ii2022

3.8 iiMethod iiof iiData iiAnalysis ii

Panel iimultiple iiregression iiwas iiused iito iianalyse iithe iidata iiin iiorder iito iiestablish iirelationship iibetween

iithe iivariables. iiMultiple iiregression iiwas iiconsidered iiappropriate iiin iiview iiof iithe iifact iithat iiit iihelps iiin iinot

iionly iiestablishing iirelationship iibetween iivariables, iibut iishows iithe iicause iiand iieffect iirelationship. iiIn

iiorder iito iiachieve iireliability iiof iithe iiresult, iirobustness iitests iithat iiinclude iimulticollinearity iitest,

iiHausman iitest iiand iiheteroskedasticity iitest iiwere iiconducted. ii

3.9.1 iiDiagnostic iiand iiRobustness iiTests ii

The iifollowing iirobustness iitests iiwere iiconducted iiin iiorder iito iiimprove iithe iivalidity iiof iithe iiresults: ii

(i) Multicollinearity iiTest: iiThe iistudy iiadopted iimultiple iiregression iimodels iito iiascertain iithe

iiassociation iibetween iithe iiindependent iiand iidependent iivariables. iiWhere iithe iiassociation iiis

iihighly iicorrelated, iimulticolinearity iiexists. iiFor iithat iithe iistudy iitested iifor iiit, iito iisee iithe

iipossibility iiof iiits iiexistence iior iiotherwise. iiThis iiwas iidone iiusing iivariance iiinflation iifactor

ii(VIF) iiand iitolerance iivalue. ii

(ii) Heteroskedasticity iiTest: iiThe iistudy iideals iiwith iiobservations iithat iiconstitute iidifferent

iisizes, iisome iiare iiin iidecimal iiwhile iiothers iiin iiunits, iiand iithat iiheteroskedasticity iisometimes

iioccurs iiwhen iithere iiis iia iilarge iidifference iiamong iithe iisizes iiof iiobservations. iiFor iithat, iithe
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iistudy iihad iito iirun iia iiheteroskedasticity iitest iiin iiorder iito iisee iiits iiexistence iior iiotherwise. iiIt

iiwas iidone iiusing iiBreusch-pagan/cookweisberg iitest iifor iiheteroskedasticity. ii

(iii) Hausman iiTest: iiIn iiview iiof iithe iifact iithat iiboth iifixed iiand iirandom iieffect iitests iiwere

iiconducted, iiHausman iitest iiwas iiused iito iidecide iithe iibest iiout iiof iithe iitwo iiresults. iiThe iitest

iienabled iithe iiresearcher iito iichoose iithe iimost iiappropriate iibetween iithe iifixed iiand iirandom

iieffect iimodels.

CHAPTER iiFOUR

DATA iiPRESENTATION iiAND iiANALYSES

4.1 iiIntroduction ii

In iithis iichapter, iithe iidescriptive iiand iiinferential iistatistics iiof iithe iidata iicollected iifor iithe iistudy iiare

iipresented, iidiscussed iiand iiinterpreted. iiThe iichapter iibegins iiwith iithe iidiscussion iiof iithe iidescriptive

iistatistics iiof iithe iivariables, iiand iithen iithe iicorrelation iimatrix iiof iithe iivariables iiof iithe iistudy. iiThis iiis

iifollowed iiby iithe iipresentation, iiinterpretation iiand iidiscussion iiof iithe iiregression iiresults iiand iitest iiof

iihypotheses iiof iithe iistudy. iiThe iichapter iiends iiwith iithe iidiscussion iiof iithe iimajor iifindings iiof iistudy iiand

iithe iipolicy iiimplications iiof iithe iifindings. ii

4.2 iiDescriptive iiStatistics ii

This iisection iiof iithe iichapter iipresents iiand iidiscusses iithe iidescriptive iistatistics iiof iithe iivariables, iias

iipresented iiin iiTable ii4.1;
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Table ii4.1: iiDescriptive iiStatistics iiof iithe iiVariables

Variables Mean SD Min Max Skewness Kurtosis

FRQ 0.1553 0.1650 0.0026 0.9822 2.5001 10.7346

FSZ ii 7.0893 0.6198 6.3401 8.8864 1.8397 5.7163
FLQD ii5.4814 16.8108 ii 0.0403 ii 2.5082 ii ii4.7447 ii 27.5374 ii

BSZ ii 6.3776 2.1611 ii 7.0000 ii 12.0000 ii -0.2540 3.2580

FLEV ii 0.2412 ii 0.1346 ii 0.0412 ii 0.5745 4.7753 ii 25.8547 ii

BDIV 1.3265 ii1.0724 0.0000 3.0000 0.1791 1.7774
Source: iiSTATA iiOUTPUT ii(2022) ii

Table ii4.1 iiindicates iithat iithe iimeasure iiof iifinancial iireporting iiquality ii(FRQ), iiabsolute iidiscretionary

iiaccruals iiof iithe iisampled iilisted iideposit iimoney iibanks iihas iian iiaverage iivalue iiof ii0.1553 iiwith iistandard

iideviation iiof ii0.1650, iiand iiminimum iiand iimaximum iivalues iiof ii0.0026 iiand ii0.9822 iirespectively. iiThe

iicoefficient iiof iiSkewness ii2.5001 iiindicates iithat iithe iidata iiis iipositively iiskewed, iithat iiis, iimost iiof iithe

iidata iiare iion iithe iiright iiside iiof iithe iinormal iicurve. iiSimilarly, iithe iivalue iiof iikurtosis ii10.7346 iion iithe iiother

iihand, iisuggests iithat iithe iidata iidoes iinot iifollow iithe iinormal iicurve iias iirequired iiby iithe iiGausian

iidistribution iiassumption. ii

Table ii4.1 iialso iishows iithat iithe iisampled iideposit iimoney iibanks iihave iian iiaverage iifirm iisize iiof ii7.0893,

iiwith iistandard iideviation iiof ii0.6198, iiand iithe iiminimum iiand iimaximum iivalue iiof ii6.3401 iiand ii8.8864

iirespectively. iiMoreover, iithe iikurtosis iivalue iiof ii5.7163 iishows iithat iidata iiis iinon-normal, iion iithe iiother

iihand, iithe iicoefficient iiof iiSkewness ii1.8397 iiimplies iithat iithe iidata iiis iipositively iiskewed, iithat iiis, iimost iiof

iithe iidata iiare iion iithe iiright iiside iiof iithe iinormal iicurve. ii
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The iidescriptive iistatistics iiin iiTable ii4.1 iishows iithat iion iiaverage iithe iifirm iiliquidity iiduring iithe iiperiod iiof

iithe iistudy iiis ii5.481, iiwith iistandard iideviation iiof ii16.8108. iiThis iiimplies iithat iithe iidata iideviate iifrom iithe

iimean iifrom iiboth iiside iiby ii16.8108. iiThe iistandard iideviation iisuggests iithat iithe iidata iiis iiwidely iidispersed

iibecause iiit iiis iihigher iithan iithe iimean. iiThe iiminimum iiand iimaximum iivalues iiof iiFLQD iiare ii0.0403 iiand

ii2.5082 iirespectively. iiThe iicoefficient iiof iiSkewness ii4.7447 iiimplies iithat iithe iidata iiis iipositively iiskewed,

iiand iitherefore iidoes iinot iiconform iito iithe iisymmetrical iidistribution iirequirement iiof iinormal iidata.

iiSimilarly, iithe iicoefficient iiof iiKurtosis ii27.5374 iialso iisupports iithat iithe iivariable iidoes iinot iimeet iithe

iiGausian iidistribution iicriterion iiof iithe iinormal iidata. ii ii ii

The iimean iiof iiboard iisize iias iiindicated iiby iitable ii4.1 iiis ii6.3776, iirepresenting iithe iiaverage iiBSZ iiof iithe

iisampled iideposit iimoney iibanks iiin iithe iistudy. iiThe iistandard iideviation iiis ii2.1611 iiindicating iia iirelatively

iihigh iivariability iiamong iithe iivariables. iiIt iimeans iithat iimost iiof iithe iibanking iicompanies iiare iinot iiwithin

iithe iisame iirange iiin iiterms iiof iitheir iiBSZ. iiThe iiminimum iiand iithe iimaximum iiBSZ iiof iisampled iifirms iiare

ii7 iiand ii12 iirespectively. iiThis iiimplies iithat iithe iirange iiof iitotal iinumber iiof iidirectors iiin iithe iiboard iiof iithe

iibanks iiis iifrom ii7 iito ii12, iiindicating iia iirelatively iilow iirange iiin iiBSZ iiof iithe iisampled iideposit iimoney

iibanks. iiIt iiimplies iithat iithe iidifference iibetween iithe iifirm iiwith iithe iilowest iiBSZ iiand iithe iibanking

iicompany iiwith iithe iihighest iiBSZ iiis ii5. iiThe iivalue iiof iiskewness iiof ii-0.2540 iiindicates iithat iithe iidata iiis

iinegatively iiskewed iifrom iithe iiorigin. iiThis iicoefficient iiof iikurtosis iiis ii3.2580 iiwhich iiimplies iithat iithe

iiGausian iidistribution iiassumption iiof iinormal iidata iihas iinot iibeen iimet. ii ii
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Table ii4.1 iishowed iithat iiaverage iifirm iileverage ii(FLEV) iiacross iithe iisampled iideposit iimoney iibanks

iiwithin iithe iiperiod iiof iithe iistudy iiis ii0.24. iiThe iistandard iideviation iiis ii0.13 iiindicating iia iivery iilow iilevel iiof

iivariability iiin iithe iiFLEV iiamong iithe iibanks. iiThe iidifference iibetween iithe iimean iiand iithe iistandard

iideviation iiis ii0.11. iiThis iiindicates iia iivery iilow iivariability iiaround iithe iimean. iiThe iiimplication iiis iithat

iithere iiis iivery iismall iidifference iiin iithe iiFLEV iiof iithe iibanking iifirms iiin iiNigeria. iiThe iiminimum iiand

iimaximum iiare ii0.04 iiand ii0.57 iirespectively. iiThus, iithe iirange iivalue iiis ii0.53 iirepresenting iithe iidifference

iibetween iithe iimaximum iiand iiminimum iiFLEV iiamong iithe iisampled iideposit iimoney iibanks. iiThe

iicoefficient iiof iiSkewness ii4.7753 iiimplies iithat iithe iidata iiis iipositively iiskewed, iiand iitherefore iidoes iinot

iiconform iito iithe iisymmetrical iidistribution iirequirement iiof iinormal iidata. iiSimilarly, iithe iicoefficient iiof

iiKurtosis ii25.8547 iialso iiindicates iithat iithe iivariable iidoes iinot iimeet iithe iiGausian iidistribution

iiassumption iiof iinormal iidata. ii ii

The iimean iiof iiboard iidiversity iias iiindicated iiby iitable ii4.1 iiis ii1.3265, iirepresenting iithe iiaverage iiBDIV iiof

iithe iisampled iideposit iimoney iibanks iiin iithe iistudy. iiThe iistandard iideviation iiis ii1.0724 iiindicating iia iivery

iilow iivariability iiamong iithe iivariables. iiIt iimeans iithat iimost iiof iithe iibanking iicompanies iiare iiwithin iithe

iisame iirange iiin iiterms iiof iitheir iiBDIV. iiThe iiminimum iiand iithe iimaximum iiBDIV iiof iisampled iifirms iiare ii0

iiand ii3 iirespectively. iiThe iivalue iiof iiskewness iiof ii0.1791 iiindicates iithat iithe iidata iiis iipositively iiskewed

iifrom iithe iiorigin. iiThe iicoefficient iiof iikurtosis iiis ii1.774. ii ii
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Therefore, iithe iistudy iiadopts iiShapiro iiWilk iitest iifor iinormal iidata iito iifind iistatistical iievidence iias iito

iiwhether iithe iidata iiof iithe iivariables iiof iithe iistudy iifollow iithe iinormal iicurve iior iinot. iiThe iiresults iiof iithe iitest

iiare iipresented iiin iiTable ii4.2.

Table ii4.2: iiNormality iiTest iiof iiData ii

Variables W V ii Z ii P-Values
ii

FRQ 0.6037 29.976 ii 7.500 ii 0.0000 ii

FSZ ii 0.2731 54.985 ii 8.838 ii 0.0000 ii

FLQD 0.9732 2.028 ii 1.559 ii 0.0595 ii

BSZ ii 0.4267 43.368 ii 8.314 ii 0.0000 ii

FLEV ii 0.5847 31.410 ii 7.603 ii 0.0000 ii

BDIV ii 0.3213 41.236 ii 7.521 0.0000 ii

Source: iiSTATA iiOUTPUT ii(2022) ii

Null iihypothesis iiprinciple iiis iiused iiin iithe iiShapiro-WIlk ii(W) iitest iifor iinormal iidata, iiunder iithe iiprinciple;

iinull iihypothesis iithat ii“the iidata iiis iinormally iidistributed” iiis iitested. iiTable ii4.2 iiindicates iithat iidata iifrom
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iithe iivariables iiof iithe iimodel iiare iinot iinormally iidistributed iibecause iithe iiP-values iiare iisignificant iiat ii1%

iilevel iiof iisignificance ii(p-values iiof ii0.0000), iiexcept iithe iifirm iiliquidity ii(FLQD) iivariable, iiwhich iiis iinot

iisignificant iiat ii5% iilevel iiof iisignificance ii(p-value iiof ii0.0595). iiTherefore, iithe iinull iihypothesis ii(that, iithe

iidata iiis iinormally iidistributed) iiis iirejected iifor iiFRQ, iiFSZ, iiBSZ, iiFLEV, iiand iiBDIV iiwhile iinot iirejected

iifor iithe iiFLQD. iiThis iimay iilead iito iisome iiproblems iiin iiOLS iiregression iiand, iihence iithe iineed iifor iia iimore

iigeneralized iiregression iimodels. ii

Therefore, iifollowing iianalysis iiof iithe iidescriptive iistatistics iiand iinormality iiof iithe iidata, iithe iiinferential

iistatistics iiof iithe iidata iicollected iifrom iiwhich iithe iihypotheses iiof iithe iistudy iiare iitested iiare iipresented iiand

iiinterpreted iiin iithe iifollowing iisection. ii ii

4.3 iiCorrelation iiResults ii

In iithis iisection, iithe iisummary iiof iithe iiPearson iicorrelation iiCoefficients iiof iithe iivariables iiof iithe iistudy

iiare iipresented iiin iiTable ii4.3. ii

Table ii4.3: iiCorrelation iiMatrix iiof iiDependent iiand iiIndependent iiVariables ii

Variables ii AQ ii FSZ ii FLQD BSZ FLEV ii BDIV
FRQ 1.0000 ii

ii

ii ii ii ii

FSZ ii 0.7587 ii

(0.0000) ii
1.0000 ii

ii

ii ii ii

FLQD 0.1347 ii

(0.0000) ii

0.2649 ii

(0.0000) ii

1.0000 ii

ii ii

BSZ ii 0.4899 ii

(0.0788) ii

0.3335 ii

(0.0013) ii

-0.0323 ii

(0.0014) ii

1.0000 ii

ii
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FLEV ii -0.5746 ii

(0.0000) ii

0.7277 ii

(0.0000) ii

-0.0767 ii

(0.4723) ii

-0.1308 ii

(0.2190) ii

0.510493
(0.0000) ii

BDIV 0.43443 ii

(0.0023) ii

0.5434 ii

(0.0005) ii

-0.0767 ii

(0.3464) ii

0.1308 ii

(0.0865) ii

0.2333
(0.5667) ii

1.0000

P-Values iiin iiParentheses ii

Source: iiSTATA iiOUTPUT ii(2022)

The iicorrelation iimatrix iifrom iiTable ii4.3 iishows iithe iideterminants iiof iifinancial iireporting iiquality iiof iithe

iiselected iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe iitable iishows iia iisignificant iipositive iicorrelation

iibetween iifinancial iireporting iiquality ii(FRQ) iiand iithe iifirm iisize ii(FSZ) iias iimeasured iiby iithe iinatural

iilogarithm iiof iitotal iiassets, iifrom iithe iicorrelation iicoefficient iiof ii0.7587 iiwhich iiis iistatistically

iisignificant iiat ii1% iilevel iiof iisignificance ii(p-value iiof ii0.0000). iiThis iiresult iiimplies iithat iithe iisize iiof iithe

iifirms iiis iipositively iirelated iiwith iithe iiquality iiof iifinancial iireporting iiin iithe iibanking iicompanies iiin

iiNigeria. iiThis iicould iibe iidue iito iitheir iiexpertise iiand iidifferent iiindustry iiexperience iithey iihave iiwhich

iicould iibe iiinterpreted iias iiless iiearnings iimanagement iiand iihigher iiquality iireporting. iiHowever, iithe

iiresult iiis iiconsistent iiwith iithe iiproposition iithat iilarger iifirms iiare iimore iiclosely iiwatched, iianalyzed iiand

iiscrutinized iiby iistakeholder iioutside iithe iifirm. iiAs iia iiresult, iithey iiare iiforced iito iipresent iiqualitative

iifinancial iistatement iito iienhance iipublic iiconfidence.

Table ii4.3 iialso iishows iia iipositive iirelationship iibetween iifinancial iireporting iiquality ii(FRQ) iiand iifirm

iiliquidity ii(FLQD) iifrom iithe iicorrelation iicoefficient iiof ii0.1347 iiwhich iiis iinot iistatistically iisignificant iiat

iiall iilevels iiof iisignificance ii(p-value iiof ii0.0000). iiThis iiresult iiimplies iithat iithe iiliquidity iiin iithe iideposit

iimoney iibanks iiin iiNigeria iiis iisignificantly iirelated iiwith iitheir iifinancial iireporting iiquality. iiThe iiresult
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iisupports iithe iiview iithat iiincreases iiin iiliquidity iiof iifirms iienhances iitheir iicapacity iito iifinance iiquality

iiauditing.

The iiTable iion iithe iiother iihand iiindicates iiinsignificant iipositive iirelationship iibetween iifinancial

iireporting iiquality ii(FRQ) iiand iifirm iiboard iisize ii(BSZ), iifrom iithe iicorrelation iicoefficient iiof ii0.4899

iiwhich iiis iistatistically iiinsignificant iiat ii1% iilevel iiof iisignificance ii(p-value iiof ii0.0788). iiThis iiimplies

iithat iithe iiboard iisize iiof iithe iilisted iideposit iimoney iibanks iiin iiNigeria iiis iinot iisignificantly iirelated iiwith

iitheir iifinancial iireporting iiquality. ii

Finally, iithe iicorrelation iimatrix iishowed iithat iithe iicoefficient iiof iicorrelation iibetween iifinancial

iireporting iiquality iiand iifirm iileverage ii(FLEV) iiis ii-0.5746. iiThe iiresult iiimplies iithat iiFLEV iihas iia

iinegative iirelationship iiwith iiFRQ iiof iiquoted iideposit iimoney iibanks iiin iiNigeria. iiThat iiis, iithe iimore

iibanks’ iifirm iileverage, iithe iiless iithe iiquality iiof iitheir iifinancial iireport. iiThe iiresult iisuggests iithat iifirm

iileverage iihas iisome iinegative iirelationship iiwith iifinancial iireporting iiquality iiof iiquoted iideposit iimoney

iibanks iiin iiNigeria.

Finally, iithe iicorrelation iimatrix iishowed iithat iithe iicoefficient iiof iicorrelation iibetween iifinancial

iireporting iiquality iiand iiboard iidiversity ii(BDIV) iiis ii0.4344. iiThe iiresult iiimplies iithat iiBDIV iihas iia

iipositive iirelationship iiwith iiFRQ iiof iiquoted iideposit iimoney iibanks iiin iiNigeria. iiThat iiis, iithe iimore iifirms’

iiboard iidiversity iithe iigreater iithe iiquality iiof iitheir iifinancial iireport. ii
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4.4 ii iiRegression iiResults iiand iiHypotheses iiTesting ii

This iisection iipresents iiand iianalyzes iithe iiregression iiresults iiof iithe iimodels iiof iithe iistudy. iiThe iisection

iibegins iiwith iithe iianalysis iiof iimodel iione iias iipresented iiin iiTable ii4.4. ii

Table ii4.4: iiRobust iiOLS iiRegression iiResults: iiModel iiOne ii(Performance iiMatched

iiModified iiJones iiModel)

Variables ii Statistics ii P-Values ii

R2
ii 0.3646 ii

ii

F-Statistic ii 14.19 ii 0.0000 ii

Hettest: iiChi2 ii 36.75 ii 0.0000 ii

Mean iiVIF ii 1.32 ii

ii

Random iiEffect iiTest: iiChi2 ii 1.08 ii 0.2982 ii

Source: iiSTATA iiOUTPUT ii(2022) ii

The iimeasure iiof iifinancial iireporting iiquality iiin iithis iistudy iiis iiextracted iifrom iimodel iione ii(performance

iimatched iimodified iiJones iiModel). iiHowever, iithe iiclassical iiassumptions iiof iiOLS iiregression iiwith

iiregard iipanel iidata iirequire iithe iimodel iito iibe iifit iiand iiunbiased iifor iia iivalid iiinterpretations iiand
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iiconclusions. iiAs iisuch iithis iistudy iisubjected iithe iimodel iito iiother iiregression iimodels ii(Fixed iiand

iiRandom iiEffects) iiin iiaddition iito iiOLS iiand iithe iirobustness iitests iiconducted. iiFor iiinstance, iithe iiresults iiin

iitable ii4.4 iishows iia iipresence iiof iiHeteroskedasticity iiin iithe iipanel iias iiindicated iiby iithe iiBreuch

iiPagan/Cook-Weisberg iitest iifor iiheteroskedasticity iiChi2 iiof ii36.75 iiwith iip-value iiof ii0.0000. iiThis

iiproved iithat iithe iiassumption iiof iiconstant iivariance iiof iithe iierror iiterm ii(homocedasticity) iiis iinot iibeen

iimet, iiand iias iia iiresult iiOLS iiestimators iiwill iinot iibe iibest iilinear iiunbiased iiestimators ii(BLUE). iiThis iiis

iicorrected iiusing iirobust iiOLS ii(heteroskedasticity iicorrected iistandard iierrors), iiafter iithe iiresults iiof

iirandom iieffect iitest, iiBreusch iiand iiPagan iiLagrangian iiMultiplier iiTest iifor iiRandom iiEffects, iiwhich

iiindicated iithat iithere iiis iino iistatistical iisignificant iivariance iiamong iithe iiunits iiin iithe iipanel ii(Chi2 iiof ii1.08

iiwith iip-value iiof ii0.2982), iiimplying iithat iiOLS iitechnique iiis iiappropriate iiwith iirespect iito iimodel iione.

iiThe iitable iion iithe iiother iihand, iiindicated iithe iiabsence iiof iithe iiperfect iimulticolinearity iiamong iithe

iiexplanatory iivariables, iias iishown iiby iithe iimean iiVIF iiof ii1.32. iiThe iidecision iicriterion iifor iithe iiVariance

iiInflation iiFactor iiis iithat iia iivalue iiof ii10 iiand iiabove iiimplies iithe iipresence iiof iiperfect iimulticollinearity. ii

Moreover, iitable ii4.4 iiindicates iithat iithe iiindependent iivariables iiof iimodel iione iiexplained iiaround

ii36.46% iiof iithe iitotal iivariations iiin iithe iidependent iivariable, iifrom iithe iicoefficient iiof iidetermination ii(R2

iivalue iiof ii0.3646). iiThe iitable iialso iishows iithat iithe iimodel iiis iifitted iifrom iithe iiF-Statistic iiof ii14.19 iiwhich

iiis iistatistically iisignificant iiat ii1% iilevel iiof iisignificance ii(as iiindicated iiby iithe iiP-value iiof ii0.0000). iiThis

iistudy iimeasured iifinancial iireporting iiquality iifrom iithe iiresiduals iiof iimodel iione.
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Table ii4.5: iiRandom iiEffects iiRegression iiResults iiand iiRobustness iiTests: iiModel iiTwo

ii(Determining iiVariables ii(Firm iiSize, iiFirm iiLiquidity, iiBoard iiSize, iiFirm iiLeverage iiand iiBoard

iiDiversity) iiand iiDeposit iiMoney iiBanks’ iiFinancial iiReporting iiQuality) ii

Variables ii Statistics ii P-Values ii

R2
iiWithin ii ii 0.7410 ii

ii

R2
iiBetween ii 0.6301 ii

ii

R2
iiOverall ii 0.7024 ii

ii

Wald iiChi2 ii 228.63 ii 0.0000 ii

Hettest: iiChi2 ii 0.02 ii 0.9003 ii

Mean iiVIF ii 2.42 ii

ii

Random iiEffect iiTest: iiChi2 ii 20.12 ii 0.0000 ii

Source: iiSTATA iiOUTPUT ii(2022) ii
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Table ii4.5 iipresents iithe iiregression iiresults ii(of iithe iimodel iitwo ii(model iiof iithe iistudy)). iiThe iitable iishows

iian iiabsence iiof iiHeteroskedasticity iiin iithe iimodel iias iiindicated iiby iithe iiBreuch iiPagan/CookWeisberg

iitest iifor iiheteroskedasticity iiChi2 iiof ii0.02 iiwith iip-value iiof ii0.9003. iiThe iitable iialso iiindicated iithe

iiabsence iiof iithe iiperfect iimulticolinearity iiamong iithe iiexplanatory iivariables, iias iishown iiby iithe iimean

iiVIF iiof ii2.42. iiHowever, iithe iiBreusch iiand iiPagan iiLagrangian iiMultiplier iiTest iifor iiRandom iiEffects

iiindicated iia iisignificant iistatistical iivariance iiin iithe iipanel, iifrom iithe iiChi2 iiof ii20.12 iiwith iip-value iiof

ii0.0000, iiimplying iithat iirandom iieffect iiregression iimodel iiis iithe iimost iiappropriate iimodel iifor iithe iistudy. ii
ii

The iitable iion iithe iiother iihand iiindicates iithat iithe iiindependent iivariables ii(firm iisize, iifirm iiliquidity,

iiboard iisize, iifirm iileverage iiand iiboard iidiversity) iiexplained iiaround ii70.24% iiof iithe iitotal iivariations iiin

iithe iidependent iivariable ii(financial iireporting iiquality) iiof iithe iilisted iideposit iimoney iibanks iiin iiNigeria,

iifrom iithe iioverall iicoefficient iiof iidetermination ii(Overall iiR2 iivalue iiof ii0.7024). iiThe iitable iialso iishows

iithat iithe iimodel iiis iifitted iifrom iithe iiWald iiChi2 iiof ii228.63 iiwhich iiis iistatistically iisignificant iiat ii1% iilevel

iiof iisignificance ii(P-value iiof ii0.0000). iiTherefore, iithe iistudy iitests iithe iihypotheses iiformulated iiin iithe

iifollowing iisection. ii

4.4.1 iiHypotheses iiTesting ii

In iithis iisection iiof iithe iichapter, iithe iistudy iitests iithe iihypotheses iiformulated iifor iithe iistudy, iiTable ii4.6

iipresents iithe iicoefficients iiof iithe iivariables iiof iithe iistudy iifrom iiwhich iithe iihypotheses iiare iitested. ii

Table ii4.6: iiGLS iiEstimators: iiModel iiTwo
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Variables ii Coefficients ii ii Z-VALUES ii P-Values ii

FSZ ii 0.5792 ii 3.35 ii 0.001 ii

FLQD 0.4454 4.03 ii 0.000 ii

BSZ ii 0.5511 ii 6.39 ii 0.000 ii

FLEV ii -0.0212 ii -1.06 ii 0. ii288 ii

FDIV ii 0.1232 ii 2.01 0.001
CONSTANT ii 0.0194 ii 1.02 ii 0.309 ii

Source: iiSTATA iiOUTPUT ii(2022)

H01: ii iiFirm iisize iihas iino iisignificant iiimpact iion iifinancial iireporting iiquality iiof iiquoted iideposit

iimoney iibanks iiin iiNigeria. ii

Table ii4.6 iiindicates iithat, iifirm iisize ii(FSZ) iihas iia iisignificant iipositive iieffect iion iithe iifinancial iireporting

iiquality iiof iithe iisampled iideposit iimoney iibanks iiin iiNigeria, iifrom iithe iicoefficient iiof ii0.5792 iiwith iiZ-

value iiof ii3.35, iiwhich iiis iistatistically iisignificant iiat ii1% iilevel iiof iisignificance ii(p-value iiof ii0.001). iiThis

iiresults iisuggests iithat iithe iimore iia iifirm iiexpands iiin iirelation iito iiits iitotal iiassets, iithe iimore iithe

iidiscretionary iiaccruals iireduces iiby ii57.92k iiand iithe iifinancial iireporting iiquality iiwill iiincrease

iiaccordingly, iithis iiis iisignificant iiat ii99% iiconfidence iilevel. iiIn iiview iiof iithis, iithe iistudy iirejects iithe iinull

iihypothesis iione ii(H01) iiwhich iistates iithat, iifirm iisize iihas iino iisignificant iieffect iion iithe iifinancial

iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe iistudy iitherefore iiinfers iithat iithe iisize

iiof iithe iibank iiis iisignificant iiin iiuncovering iimaterial iierrors iiand iimisstatements iiin iithe iifinancial

iistatements iiof iithe iilisted iibanking iicompanies iiin iiNigeria iiduring iithe iiperiod iicovered iiby iithe iistudy. ii ii

H02: iiFirm iiLiquidity iihas iino iisignificant iiimpact iion iifinancial iireporting iiquality iiof iiquoted

iideposit iimoney iibanks iiin iiNigeria ii
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The iiTable iialso iiindicates iithat iiliquidity ii(FQD) iihas iia iisignificant iieffect iion iithe iifinancial iireporting

iiquality iiof iithe iisampled iideposit iimoney iibanks iiin iiNigeria, iifrom iithe iicoefficient iiof ii0.4454 iiwith iiZ-

value iiof ii4.03, iiwhich iiis iistatistically iisignificant iiat iiall iilevels iiof iisignificance ii(p-value iiof ii0.000). iiThis

iiresults iisuggests iithat iiliquidity iiof iithe iilisted iideposit iimoney iibanks iiin iiNigeria iihas iipositive iiand

iistatistically iisignificant iieffect iion iithe iifinancial iireporting iiquality iiat iiall iilevels. iiBased iion iithis, iithe

iistudy iirejects iithe iinull iihypothesis iitwo ii(H02) iiwhich iistates iithat, iiliquidity iihas iino iisignificant iieffect iion

iithe iifinancial iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe iistudy iitherefore iiinfers

iithat iiselected iilisted iideposit iimoney iibanks’ iilevel iiof iicash iiat iihand iifor iisettling iitheir iifinancial

iiobligations iias iithey iicome iidue iiis iisignificant iiin iiuncovering iimaterial iierrors iiand iimisstatements iiin

iitheir iifinancial iistatements iiin iiNigeria iiduring iithe iiperiod iicovered iiby iithe iistudy. ii

H03: ii iiFirm iiLeverage iihas iino iisignificant iiimpact iion iifinancial iireporting iiquality iiof iiquoted

iideposit iimoney iibanks iiin iiNigeria. ii

Lastly, iiTable ii4.7 iishows iithat iifirm iileverage ii(FLEV) iihas iiinsignificant iinegative iieffect iion iithe

iifinancial iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria, iifrom iithe iicoefficient iiof ii-

0.0212 iiwith iiZ-value iiof ii-1.06, iiwhich iiis iistatistically iiinsignificant iiat ii0.05 iilevel iiof iisignificance ii(p-

value iiof ii0.288). iiThis iisuggests iithat, iia iiunit iiincrease iiin iifirm iileverage iicauses iidiscretionary iiaccruals iito

iiincrease iiby ii44.54k iiand iifinancial iireporting iiquality iideteriorates iiinsignificantly. iiBased iion iithis, iithe

iistudy iifails iito iireject iithe iinull iihypothesis iithree ii(H03) iiwhich iistates iithat iifirm iileverage iihas iino

iisignificant iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe
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iiregression iiresult, iitherefore, iimeans iithat iiFLEV iiis iinot iione iiof iithe iivariables iithat iisignificantly

iiinfluence iifinancial iireporting iiquality iiof iiquoted iideposit iimoney iibanks iiin iiNigeria. iiThe iifinding iiis iinot

iiin iiline iiwith iithe iiearlier iiexpectation iithat iifirm iileverage iihas iia iisignificant iiimpact iion iifinancial

iireporting iiquality iiof iiquoted iideposit iimoney iibanks iiin iiNigeria.

H04: ii iiBoard iisize iihas iino iisignificant iiimpact iion iifinancial iireporting iiquality iiof iiquoted iideposit

iimoney iibanks iiin iiNigeria. ii

The iiresults iifrom iiTable ii4.6 iialso iishow iithat iiboard iisize ii(BSZ) iihas iisignificant iipositive iieffect iion iithe

iifinancial iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria, iifrom iithe iicoefficient iiof ii0.5511

iiwith iiZ-value iiof ii6.39, iiwhich iiis iistatistically iisignificant iiat ii1% iilevel iiof iisignificance ii(p-value iiof

ii0.000). iiThis iiresult iiimplies iithat iia iione-point iiincrease iiin iiBSZ, iiwould iiresult iiin iia iireduction iiin

iidiscretionary iiaccruals iiby ii55.11k iiand iian iiimprovement iiin iifinancial iireporting iiquality. iiBased iion iithis,

iithe iistudy iirejects iithe iinull iihypothesis iifour ii(H04) iiwhich iistates iithat, iiboard iisize iihas iino iisignificant

iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe iistudy

iitherefore iiinfers iithat iiboard iisize iiof iithe iilisted iideposit iimoney iibanks iiin iiNigeria iiimproves iithe iiquality

iiof iifinancial iireporting iiduring iithe iiperiod iicovered iiby iithe iistudy. ii

H05: ii iiBoard iidiversity iihas iino iisignificant iiimpact iion iifinancial iireporting iiquality iiof iiquoted

iideposit iimoney iibanks iiin iiNigeria. ii

The iiresults iifrom iiTable ii4.6 iialso iishow iithat iiboard iidiversity ii(BDIV) iihas iisignificant iipositive iieffect iion

iithe iifinancial iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria, iifrom iithe iicoefficient iiof
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ii0.1232 iiwith iiZ-value iiof ii2.01, iiwhich iiis iistatistically iisignificant iiat ii1% iilevel iiof iisignificance ii(p-value

iiof ii0.001). iiThis iiresult iiimplies iithat iia iione-point iiincrease iiin iiBDIV, iiwould iiresult iiin iia iireduction iiin

iidiscretionary iiaccruals iiby ii12.32k iiand iian iiimprovement iiin iifinancial iireporting iiquality. iiBased iion iithis,

iithe iistudy iirejects iithe iinull iihypothesis iifive ii(H05) iiwhich iistates iithat, iiboard iidiversity iihas iino iisignificant

iieffect iion iithe iifinancial iireporting iiquality iiof iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe iistudy

iitherefore iiinfers iithat iiboard iidiversity iiof iithe iilisted iideposit iimoney iibanks iiin iiNigeria iiimproves iithe

iiquality iiof iifinancial iireporting iiduring iithe iiperiod iicovered iiby iithe iistudy. ii

4.5 iiDiscussion iiof iiMajor iiFindings ii

The iitests iiand iiinterpretations iiof iithe iiresults iifrom iithis iistudy iishow iithat iithere iiis iia iisignificant iipositive

iirelationship iibetween iithe iidetermining iivariables iicovered ii(except iiFLEV) iiand iifinancial iireporting

iiquality iiin iithe iilisted iibanking iicompanies iiin iiNigeria. iiEvidence iifrom iithe iiresults iishow iithat iithe

iidetermining iivariables iicovered ii(firm iisize, iifirm iiliquidity, iiboard iisize, iifirm iileverage iiand iiboard

iidiversity) iiaccounted iifor iiabout ii70.24% iiof iithe iitotal iivariations iiin iithe iifinancial iireporting iiquality.

iiMoreover, iithe iistudy iifound iithat iithe iinatural iilogarithm iiof iithe iifirms’ iitotal iiassets iihas iisignificant

iistatistical iipositive iiimpact iion iithe iifinancial iireporting iiquality, iisuggesting iithat iithe iisize iiof iithe iifirm iiis

iisignificant iiin iienhancing iithe iiindependence iiand iiobjectivity iiof iithe iiauditor; iihence, iimaking iithe

iiauditor iicapable iiof iidetecting iiand iireporting iiunethical iipractices, iiwhich iiaffect iithe iiquality iiof iifinancial

iireporting iipositively. iiThis iifinding iisupports iithose iiof iiDeAngelo ii(1981), iiKrishnan iiand iiSchauer,

ii(2000), iiLennox, ii(1999), iiKrishnan ii(2003) iiZhou iiand iiElder ii(2001) iiand iiBauwhede iiet iial., ii(2000),
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iiwho iirevealed iithat iithe iisize iiof iithe iifirm iienhances iithe iifinancial iireporting iiquality iiand iifinancial

iireporting iiin iireturn. iiThis iicould iibe iias iia iiresult iiof iithe iiexpertise iiand iirelevant iiindustry iiexperiences, iiand

iithe iiuse iiof iimodern iiaudit iifacilities iiin iiconducting iian iiaudit iiexercise. ii

The iistudy iion iialso iifound iithat iifirm iiliquidity iiis iisignificant iiin iiimproving iithe iiquality iiof iifinancial

iireporting iiin iithe iiNigerian iilisted iibanking iifirms iiduring iithe iiperiod iiunder iireview. iiThis iifinding iiis iiin

iiline iiwith iithe iifindings iiof iiFagbem iiand iiUadiale ii(2011), iiVuko iiand iiCular ii(2014) iiand iiIbadin iiand

iiElijah ii(2015) iiwho iidocumented iievidence iithat iian iiincrease iiin iifirms’ iiliquidity iicreates iia iifavourable

iisituation iiwhere iifirms iiare iiable iito iicover iithe iicost iiof iicontracting iithe iiBig iiN iiauditors iiin iiNigeria iithereby

iienhancing iithe iiquality iiof iithe iiauditing iisince iithose iifirms iiare iiperceive iito iidraft iiquality iifinancial

iistatements iithan iithe iiother iiauditing iifirms iibut iicontradict iifindings iiof iiOladipupo ii(2011) iiand iiModugu

iiet iial. ii(2012) iiwho iistates iithat iia iifirm iimay iistill iibe iiable iito iicover iithe iicost iiof iiquality iiauditing

iiirrespective iiof iiits iiliquidity iilevel.

The iistudy iialso iifound iithat iiBSZ iihas iia iisignificant iipositive iiimpact iion iithe iifinancial iireporting iiquality

iiof iithe iilisted iideposit iimoney iibanks iiduring iithe iiperiod iiunder iireview. iiEssentially, iithe iilarger iithe iiboard

iisize, iithe iilarge iithe iinumber iiof iiindividuals’ iicontribution iion iifirms’ iirelated iidecision ii(in iithis iicase

iifinancial iireporting iiquality). iiThis iifinding iisuggests iithat iiin iithe iicontext iiof iiearnings iimanagement,

iifirm iiBSZ iiimproves iithe iiquality iiof iifinancial iireporting. iiThe iifinding iiis iiconsistent iiwith iithe iistudy

iiconducted iiby iiDibia iiand iiOnwuchekwa ii(2013), iiSalem ii(2013) iiand iiSaqer ii(2015) iiwho iishow iithat iiBSZ
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iihas iia iipositive iieffect iion iithe iifinancial iireporting iiquality iiof iifirms. iiAnd iialso, iicontradict iithe iifindings iiof

iiIyoha ii(2012), iiand iiIbadin iiand iiElijah ii(2015).

Furthermore, iithe iistudy iifound iithat iithe iifirm iileverage iiis iiinsignificant iiin iireducing iithe iifinancial

iireporting iiquality iiof iithe iideposit iimoney iibanks. iiThe iiimplication iiof iithis iifinding iiis iithat iifirm iileverage

iiis iinot iione iiof iithe iifactors iithat iiimpact iion iifinancial iireporting iiquality iiof iiquoted iideposit iimoney iibanks

iiin iiNigeria. iiThe iiresult iiis iiin iiline iiwith iifindings iiof iiVuko iiand iiCular ii(2014) iiand iicontrary iito iithe iifinding

iiof iiGajevsky ii(2015). ii ii

Lastly, iithe iistudy iifound iithat iithe iiboard iidiversity iiis iisignificant iiin iiimproving iithe iifinancial iireporting

iiquality iiof iithe iideposit iimoney iibanks. iiThe iiimplication iiof iithis iifinding iiis iithat iiboard iidiversity iiis iione iiof

iithe iifactors iithat iiimpact iion iifinancial iireporting iiquality iiof iiquoted iideposit iimoney iibanks iiin iiNigeria. ii
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4.6 iiPolicy iiImplication iiof iiFindings ii

The iifindings iifrom iithis iistudy iihave iiimplication iito iithe iipolicy iimakers iiand iiauditors. iiThe iifindings

iiimplied iithat iifirm iileverage iidoes iinot iimatter iiwith iiregard iito iithe iiquality iiof iifinancial iireporting.

iiTherefore, iithe iimanagement iiconcern iiover iithe iileverage iiof iithe iifirm iiis iinot iia iimajor iiproblem iiin iithe

iifinancial iireporting iiquality iiof iithe iilisted iideposit iimoney iibanks iiin iiNigeria. iiThe iifindings iialso iishow

iithat iiif iithe iifirm iisize iiincreases, iiit iiis iilikely iithat iia iihigh iiquality iifinancial iireporting iicould iibe iiachieved

iibecause iidue iitime iiwould iibe iitaking iifor iithe iidrafting iiof iifinancial iistatements. iiMoreover, iithe iifindings

iisuggest iithat iithe iiengagement iiof iilarge iiaudit iifirms iidue iito iienhanced iiliquidity iilevel iiis iinecessary iito

iiachieve iia iihigher iifinancial iireporting iiquality.
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CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter summarizes the findings of the study, presents the conclusion reached and advances

some policy recommendations.

5.2 Summary of Findings

This study examined the determinants of financial reporting quality of listed deposit money

banks in Nigeria. The study covers the firm size, firm liquidity, firm leverage, board size and

board diversity as determining variables. The study employs secondary sources of data from the

financial statements for the period of six years (2015– 2020). Random Effects Regression

technique of data analysis was used in the analysis of data. The study found a significant positive

relationship between the determining variables (except firm leverage) and financial reporting

quality during the period under review. The study showed that variable covered explained about

70% of the total variation in the financial reporting quality during the period.

From the tests conducted on the data collected and the analyses of the results this study found

that the variables covered are strongly associated with financial reporting quality of quoted

deposit money banks in Nigeria.
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Specifically, from the regression results conducted the study found a significant relationship

between the financial reporting quality and the determining variables (firm size, firm liquidity,

board size and board diversity) while an insignificant relationship was found between firm

leverage. Specifically, the study found that firm size, firm liquidity, board size and board

diversity have a significant positive relationship with financial reporting quality of quoted

deposit money banks in Nigeria while firm leverage have a negative insignificant relationship

with financial reporting quality of quoted deposit money banks in Nigeria.

5.3 Conclusion

Based on the tests conducted on the data and analyses of the results, this study found that the

determining variables have significant impact on the financial reporting quality of quoted deposit

money banks in Nigeria during the period covered by the study. The study therefore concludes

that:

i. Firm size has a significant positive impact on the financial reporting quality of quoted

deposit money banks in Nigeria. This means that increase in the size of the company

in term of total asset, the greater the quality of their financial statement.

ii. Firm liquidity impact positively and significantly on financial reporting quality of

quoted deposit money banks in Nigeria. This means that financial reporting quality of

quoted deposit money banks in Nigeria is largely influenced by the ability of the firm

to fulfil its financial obligations as they come due.
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iii. Firm leverage of a firm has an insignificant negative impact on financial reporting

quality of quoted deposit money banks in Nigeria. This means that the ratio of banks’

debt to equity has an insignificant implication on their financial reporting quality.

Hence, firm leverage is not an important variable in explaining financial reporting

quality of quoted deposit money banks in Nigeria.

iv. Board size has a positive significant impact on financial reporting quality of quoted

deposit money banks in Nigeria. This implies that the advantage of larger board size

as it relates to more individuals’ involvement in decision making significantly

improves the financial reporting quality of deposit money banks in Nigeria.

v. Board diversity has a positive significant impact on financial reporting quality of

quoted deposit money banks in Nigeria. This implies that the more diverse a board is

as it relates to gender diversity, the more improved the financial reporting quality of

deposit money banks in Nigeria.

5.4 Recommendations

In line with the findings and the conclusions of this study, the study recommends that policy

makers and regulators should intensify regulations and surveillances in the deposit money banks

due to the evidence of financial reporting quality that is associated with the determining variables.

Particularly, they should make it a policy that quoted companies, especially deposit money banks

should take into cognizance these variables employed in this study excluding firm leverage and
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this could improve the audit work and the financial reporting quality. Specifically, the following

recommendations are offered:

i. Despite the structural and administrative complexities that are associated with larger

companies, managers should deploy a means of reporting quality financial statement in

order to boost the investors’ confidence in the organization. This is evidenced from our

finding that company size impact positively on financial reporting quality of quoted

deposit money banks in Nigeria.

ii. Managers of deposit money banks in Nigeria should strive for improved liquidity level if

they are to enjoy quality financial reporting. This is evidenced from the fact that

liquidity has positive and significant impact on financial reporting quality of quoted

deposit money banks in Nigeria.

iii. Banks should maintain adequate and effective corporate governance practices (board

size and board diversity) as such was found to have a significant impact on the financial

reporting quality of firms.

iv. In relation to firm leverage, banks should ensure an optimum leverage level is

maintained as such would continuously minimise the adverse effect of leverage on

financial reporting quality.
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5.4 Limitation and Areas for Further Studies

The study examined the impact of firm attributes on financial reporting quality of quoted deposit

money banks in Nigeria using statistical tools and data collected from the financial statement of

quoted deposit money banks within the period of the study (2015-2020). This study therefore,

limited itself to the scope and objectives earlier as specified in the chapter one of the study and

caution should be exercised in using the work as a basis for generalization.

In the process of this research, some certain areas that could be investigated have surfaced. For

instance, the impact of audit firms’ features and governance attributes on financial reporting

quality in banking and other sectors of the Nigerian economy requires research effort, especially

as they are not covered in this study. There is the need for similar studies that will assess the

relationship between company features and financial reporting quality of quoted deposit money

banks using different tool of analysis like survey of stakeholders’ opinion about determinant of

financial reporting quality, so as to see how company features can be used to achieve prompt

utilization of financial statement for informed decision making.

There is also the need to conduct similar research using a different source of data, employing

different financial reporting quality and determining variables, and using different scales of

measurement of variables and techniques for data analysis. Further research in these areas would

not only complement this study, but would also help in bringing about improvement in financial

reporting practices in the Nigerian corporate landscape.
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APPENDIX

YEAR Banks FSZE FLQD FLEV BSIZE BDIV

2015
Access Bank Plc

2,591,330,151,000.00 1.216669
4.293179

16 5

2016
Access Bank Plc

3,483,865,564,000.00 1.223232
6.760526

15 5

2017
Access Bank Plc

4,102,242,823,000.00 1.257659
4.048404

15 6

2018
Access Bank Plc

4,954,156,938,000.00 1.232681
5.18616

16 6

2019
Access Bank Plc

7,143,157,088,000.00 1.243196
3.728524

17 6

2020
Access Bank Plc

8,679,747,714,000.00 1.209101
3.270298

18 6

2015 UBA Plc 2,752,622,000,000.00 1.175076
2.633105

16 4

2016 UBA Plc 3,504,470,000,000.00 1.166618
2.52118

19 3

2017 UBA Plc 4,069,474,000,000.00 1.170956
1.875488

19 3

2018 UBA Plc 4,869,738,000,000.00 1.127447
1.728513

19 4

2019 UBA Plc 5,604,052,000,000.00 1.124484
4.523938

19 4

2020 UBA Plc 7,697,980,000,000.00 1.110091
4.995694

16 4

2015 Zenith Plc 4,006,842,000,000.00 49.17945 4.150294 12 2

2016 Zenith Plc 4,739,825,000,000.00 37.51799 4.809402 11 1

2017 Zenith Plc 5,595,253,000,000.00 35.21235
2.825678

13 1

2018 Zenith Plc 5,955,710,000,000.00 33.22566
1.47963

12 1

2019 Zenith Plc 29.59134 8.821082 13 1
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6,346,879,000,000.00

2020 Zenith Plc 8,481,272,000,000.00 21.85078
5.273951

13 1

2015 First bank Plc 3,973,098,000,000.00 1.180092 10.50102 18 4
2016 First bank Plc 4,736,805,000,000.00 1.181925 -21.3505 10 3

2017 First bank Plc 5,236,537,000,000.00 1.158382
0.957382

10 3

2018 First bank Plc 5,568,316,000,000.00 1.112994
1.067239

10 3

2019 First bank Plc 6,203,526,000,000.00 1.12101
1.164692

10 3

2020 First bank Plc 7,689,028,000,000.00 1.101047
2.260563

12 3

2015 GTBANK Plc 2,524,593,709,000.00 2.725223 3.89751 14 4
2016 GTBANK Plc 3,116,393,439,000.00 2.640433 0.575848 14 4

2017 GTBANK Plc 3,351,096,659,000.00 1.249536
0.686439

14 4

2018 GTBANK Plc 3,287,342,641,000.00 2.650912
0.522512

14 4

2019 GTBANK Plc 3,758,918,770,000.00 1.496272
0.672551

14 4

2020 GTBANK Plc 4,944,653,293,000.00 1.267947
0.776013

14 4

2015 FCMB Plc 1,159,534,176,000.00 0.858682 3.547161 10 0
2016 FCMB Plc 1,172,778,078,000.00 0.746333 4.379796 10 0

2017 FCMB Plc 1,186,179,155,000.00 0.447456
2.878893

12 1

2018 FCMB Plc 1,431,298,022,000.00 0.338325
2.758582

10 1

2019 FCMB Plc 1,668,505,795,000.00 0.666092
2.492401

10 1

2020 FCMB Plc 2,058,393,492,000.00 0.703621
1.543053

9 1

2015
STERLING BANK
Plc 799,451,417,000.00 1.408377

1.252766
15 4
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2016
STERLING BANK
Plc 834,189,950,000.00 1.271331

1.369473
14 4

2017
STERLING BANK
Plc 1,072,201,000,000.00 1.247467

1.975828
14 4

2018
STERLING BANK
Plc 1,102,921,000,000.00 1.202836

2.894501
12 3

2019
STERLING BANK
Plc 1,182,685,000,000.00 1.214136

1.245185
14 3

2020
STERLING BANK
Plc 1,299,075,000,000.00 1.187147

1.861128
12 3

2015 Fidelity Bank Plc 1,231,722,000,000.00 125.8215 2.18886 15 3

2016 Fidelity Bank Plc 1,298,141,000,000.00 103.7481 2.671061 14 3

2017 Fidelity Bank Plc 1,379,214,000,000.00 66.07583
1.532996

16 3

2018 Fidelity Bank Plc 1,719,883,000,000.00 78.7624
0.764067

12 3

2019 Fidelity Bank Plc 2,114,037,000,000.00 64.42149
0.694721

14 3

2020 Fidelity Bank Plc 2,758,148,000,000.00 54.05222
0.895339

15 3

2015
STANBIC IBTC
BANK Plc 937,564,000,000.00 1.12132

0.743697
10 4

2016
STANBIC IBTC
BANK Plc 1,053,523,000,000.00 1.095885

1.925053
10 3

2017
STANBIC IBTC
BANK Plc 1,386,416,000,000.00 1.10925

1.11347
10 3

2018
STANBIC IBTC
BANK Plc 1,663,661,000,000.00 1.085261

1.151519
8 3

2019
STANBIC IBTC
BANK Plc 1,876,456,000,000.00 1.08813

1.031961
10 4

2020
STANBIC IBTC
BANK Plc 2,486,306,000,000.00 1.085882

1.121707
11 5

2015 UNION BANK Plc 1,046,892,000,000.00 12.54079 1.164215 17 4

2016 UNION BANK Plc 1,252,682,000,000.00 12.1269 1.269492 17 4
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2017 UNION BANK Plc 1,455,540,000,000.00 14.93519
1.719254

15 3

2018 UNION BANK Plc 1,463,858,000,000.00 12.72331
3.966022

15 4

2019 UNION BANK Plc 1,872,231,000,000.00 1.81232
-3.66098

15 4

2020 UNION BANK Plc 2,191,026,000,000.00 13.81509
-2.14993

15 3

2015 UNITY BANK Plc 443,321,012,000.00 1.175601 2.118824 15 5

2016 UNITY BANK Plc 492,681,647,000.00 1.157686 0.481225 15 5

2017 UNITY BANK Plc 156,506,504,000.00 1.150195
1.784106

7 4

2018 UNITY BANK Plc 235,976,190,000.00 1.121497
1.524064

9 4

2019 UNITY BANK Plc 293,052,070,000.00 1.089203
1.331633

9 3

2020 UNITY BANK Plc 492,020,329,000.00 1.089766
2.378937

9 3

2015 WEMA BANK Plc 396,743,314,000.00 1.694523 2.077349 13 4

2016 WEMA BANK Plc 424,043,581,000.00 1.726476 0.044775 12 4

2017 WEMA BANK Plc 388,153,526,000.00 1.719731
1.498654

10 4

2018 WEMA BANK Plc 488,804,317,000.00 1.495777
1.408178

11 4

2019 WEMA BANK Plc 715,869,814,000.00 0.64441
1.356422

11 4

2020 WEMA BANK Plc 979,518,151,000.00 1.146728
1.373381

12 4

2015 ECOBANK Plc 1,794,348,000,000.00 1.303832 1.280165 10 3

2016 ECOBANK Plc 1,808,503,000,000.00 1.287813 1.343754 12 3

2017 ECOBANK Plc 1,829,761,000,000.00 1.313835
1.365465

11 2

2018 ECOBANK Plc 1,956,830,000,000.00 1.177691 6.725369 13 4
2019 ECOBANK Plc 1.150498 6.715356 13 4
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1,991,040,000,000.00

2020 ECOBANK Plc 2,186,712,000,000.00 1.130952 6.763423 10 4

year id tacc Diff Ppe Lta Grwth
2015 1 -0.2038 0.11677 0.66383 0.99687 1.20597
2016 1 -0.1112 0.1943 0.59906 0.91616 1.17745
2017 1 -0.1056 0.07089 0.51765 0.88657 1.14012
2018 1 -0.0924 0.00724 0.43219 0.87239 1.06337
2019 1 -0.0827 -0.0237 0.42524 0.81993 1.00687
2020 1 -0.0235 0.08991 0.32283 0.92215 1.14501
2015 2 0.0901 0.14732 0.21572 0.69452 1.14249
2016 2 -0.0269 0.41 0.20938 0.80027 1.4165
2017 2 0.05693 0.06499 0.23226 0.96064 1.06586
2018 2 0.04076 0.04189 0.22019 0.94253 1.02993
2019 2 0.04666 0.13572 0.27169 0.67666 1.13354
2020 2 0.03683 -0.0195 0.2994 0.77051 1.23024
2015 3 0.09449 0.19578 0.47385 0.72883 1.17523
2016 3 -0.0452 0.34659 0.53764 0.61711 1.32034
2017 3 -0.0455 0.18913 0.66684 0.783 1.21091
2018 3 -0.0451 0.15117 0.70748 0.77639 1.18416
2019 3 -0.1024 0.18291 0.69871 0.87371 1.19136
2020 3 -0.1289 0.11043 0.60882 0.82215 1.14033
2015 4 -0.1385 0.13887 0.65785 0.92609 1.11949
2016 4 -0.1327 0.14184 0.77528 0.90264 1.14039
2017 4 -0.0774 -0.1438 0.64394 0.75227 0.83667
2018 4 -0.2892 0.14826 0.78447 0.1195 1.05226
2019 4 -0.2508 0.09877 0.68285 0.58733 1.07057
2020 4 -0.2138 ####### 0.69012 0.94385 1
2015 5 -0.0714 0.19833 0.9602 0.18259 1.11094
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2016 5 0.03059 0.25974 0.48597 0.51789 1.28877
2017 5 -0.1773 0.20495 0.48783 0.94224 1.2268
2018 5 -0.0174 0.10218 0.50012 0.85052 1.13072
2019 5 -0.0639 0.09662 0.62135 0.89897 1.02123
2020 5 -0.1034 -0.067 0.72784 0.84697 0.96972
2015 6 -0.1362 0.35867 0.60872 0.86722 1.30169
2016 6 -0.0847 0.17764 0.64496 0.97593 1.12887
2017 6 -0.0771 0.16435 0.64517 0.9353 1.13188
2018 6 -0.1058 0.08209 0.44846 0.53094 1.11536
2019 6 -0.0703 0.13771 0.56124 0.84944 1.21886
2020 6 -0.2123 0.08851 0.60677 0.00346 1.06308
2015 7 0.1361 -0.0165 0.23246 0.83101 1.00027
2016 7 0.0646 0.01499 0.21213 0.75182 1.02138
2017 7 0.16769 0.12156 0.25271 0.26348 1.09205
2018 7 0.13255 0.22428 0.23883 0.90142 1.18371
2019 7 -0.1725 -0.2107 0.21551 0.8321 1.00336
2020 7 0.10172 0.02233 0.49665 0.9987 0.96524
2015 8 -0.183 0.23431 0.13881 0.83775 1.14972
2016 8 0.02037 0.20168 0.12771 0.85458 1.55132
2017 8 -0.0671 0.59483 0.16215 0.07495 1.19771
2018 8 0.03762 0.2697 0.20593 0.621 1.12022
2019 8 0.22481 0.39922 0.2169 0.22705 1.10707
2020 8 -0.241 -0.2823 0.23111 0.92982 0.92325
2015 9 0.00032 0.00018 0.00058 0.92982 1.6592
2016 9 -0.0005 0.00013 0.0006 0.3251 1.73459
2017 9 -0.1094 0.18104 0.36933 0.36703 1.96625
2018 9 0.37791 0.40991 0.46779 0.88534 1.76747
2019 9 -0.7131 0.92955 0.25296 0.92982 1.46667
2020 9 0.27655 -3.6349 0.67268 0.62024 0.1755
2015 10 -0.1022 0.13368 0.52424 0.11072 1.13698
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2016 10 -0.179 0.1789 0.54971 0.96558 1.28086
2017 10 -0.1446 0.05706 0.59229 0.92089 1.10121
2018 10 0.08753 0.02069 0.53255 0.83413 0.98048
2019 10 -0.1353 -0.0193 0.54491 0.93129 1.01991
2020 10 -0.0112 0.10489 0.66471 0.91018 1.12841
2015 11 -0.0606 0.30442 0.96901 0.57117 1.47021
2016 11 -0.0352 0.22462 0.97245 0.02175 1.19509
2017 11 -0.1056 0.12443 0.97813 0.99007 1.09687
2018 11 -0.0606 -0.0045 0.11666 0.98853 1.01432
2019 11 -0.045 0.02502 0.94614 0.02175 1.00357
2020 11 -0.0531 0.06176 0.60475 0.99007 1.04153
2015 12 -0.0476 0.2147 0.25893 0.81353 1.2616
2016 12 0.0433 0.09981 0.35658 0.9177 1.11144
2017 12 0.05853 0.0984 0.34027 0.92982 1.01445
2018 12 -0.1435 0.03346 0.33204 0.74747 1.15886
2019 12 -0.0443 0.26676 0.343 0.93989 1.30147
2020 12 0.08514 -0.0711 0.22253 0.61049 0.8079
2015 13 -1.1919 -0.6881 0.48076 0.92982 0
2016 13 -0.828 0.00266 0.53765 0.29546 0
2017 13 0.276 -0.0121 0.916 0.78998 0
2018 13 0.45339 -0.1016 0.89847 0.29817 0
2019 13 -0.3641 -0.011 0.71123 0.77508 0
2020 13 0.15649 -0.0141 0.71846 0.92982 0
2020 14 0.12492 0.02429 0.79228 0.74408 1.25088


