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Abstract
ti*ri on the collapse of business orgarzization in Nig_eria and by extensiort 

2c1os1 glabe particularly in

t]rc western econonriei that ought ti have gotten to tlte c\4tareness of the stakeholders are usually cov-er

up or distorted through theminipulation-af accountingfigures. Extenml auditors tJtat arc expected to

dirooruo rorious acciunting maiipulation slso turnrt ,lit iu ffictive. This-scenaria ma.tivates this s.tudy

iii**ttigrte the effect af iudit quality on earudngs managentent of listed mandaeturing companies in

Nigerie."m6 suiy wai achiev:"d b1' 
"*orrining-the-effeit 

of audit firm size, jaint audit sentice and

iidfton,, experienle on earnings n inog"rrrnt of the listed wanufacturing caffipany in Nigeria- Ex-past

facto ,useirch design was ZmployeZ wlh. ihe population eonsistinq of seventy-six (76) listed
"nzanufacturircg coXrpLnies, and. sixty--four (64) out of the contpanies y::, "!*":as 

the sampl-e s-ize usittg

I{reliie and {,forgin (tgio) saorpti stre'de-terutiiation table and fi.fty-five (55) was used due lo !!e
ouiflobtt;g, of dia. iescriptiveind infercntial statistics (random 

"{rr, 
regression analys,is with OLS

iiii4*iS iur r*ptoy"d tn the anaiysis gf tl:" secondary data collectedfrory th" arutual reports and

accouiets iytt 
" "hoin 

ioorple compaiies for the period offive years (201 3-20 17). The studst found out

;i;; ;"dt"fit:* size and joint,audit sertiLe ltqs a siglificant negative ,,ffr", orythe lgtel.o{ eayinss

,no*ogu*i*t ptacfice opxt"d *onufacturing co*rp*tit in l,{igeria q! 5% sigrifi.cant level (t'value of -

0.323g a*d -tr.l7Sz wtih p-value oio ooz ,ia o.tioo respec-tively). mis au;ditfirm size and jaint audit

restrict and, reduce the tevel of eimings manageffientin listed mandacturing cgmpayi3s-.^!9w7er;

i*aitoo iuirriorc" his no significant reTatigryhin w!1h earnings tnanageffiettt .(t-talue 
of -a.a02 1 *(h p-

vslue *,t&sS. The study thei.eby concludedlhat auditfirwz sii andioin_t audit sewice hes a signifieant

;;;;;; iripir{itrtr'earntug;r manage-t?xenr pyyctiy of lisred manufactufing companies in Nigeria,

rr,ilt* s,uditir,s 
"*pirirn"i 

his no sigiificsnt i.{fr"! V1rc1efare, the study recom*rcnds tha.t management

slee,rld. rnake u;e'of iaryp aud* rth; t, -n"ijt tkeir financial statement and the audit firrns skould

empiiasizc rnore on high prafessional standards'

KeyShrc"-'c: AuditFimr Size,JointAudit,AuditExperiencs, EarningsManaganent, ListedCompanies

:
Introduetion-"- --l; Ae hst trvo decades several accounting scanllals bave bean witnessed mainly because 9f the

**ipuiutiol ortnr u"rounting figures provided in the financial statements. This could have been due to

trru ilu"ug"rr havin! motivesio irirt.ua the users of financial statements through the u-1e 
9f 11tr:*

""roun6rr"g 
choices-or methods in financial reporting as1he1 c-anhave.the opportunity-to^exercise

luAgrneotln financial reporting. Stakeholders sometimes-doubt the functions of auditors ior failing to

A6;;rireport the manipulurtiorr found in the {inancial staternent which often lead to financial loss

and damage ofreputation ofthe victim organization'*- -;"r;*.r 
"it 

igl, profrtre accouati'ng scandals have occurred a9r9p. the-wortrd such as Cendant

(199s), R;nk i;?000), Enron (20d'1), WorldCom Qailz), Adelphia (zaaz),919b*1 $91fns
i;ffi;;iv;;; il;;&;;;,'rii. qzadz), dunlga.m _g!oil, American rntemational Grou.p (2005),

Lehma* Brethers E?10j, il;;;; il: (2018) ar us urd in Europe fraufrleet finaccial sca*dals

ccc*xedfreisl u 
"6)"4.r "f 

ccmpaaier, *u"h as, Aholdand Tyco International.{2**2),Pannalat (2003)

ffiAd;;;ir6g;)has leftthoeconornywithmuchof skepicismand a handtul cf globaltrvknownaudit
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firms are atlallable to perfo.4n theiraudits onlay3ecomplex institutions- Ali those cases were generaltry
attributed to earnings managerne*t a*d-clearly sirow the importance of audit quality in constraining
accounts manipulation, it failed wl.ren it engaged in accounting scandals (Demaki, 20ll; Nonvani,
Mohamad & Chek, 201 1 ).

In Nigeria, the presence and negatil,e effects of earnings rnanagement on credibility of financial
reporting and corporate failure has also been experienced. For example, a report of creative accounting
scandal in 2A06- rvith ihe case of Cadbury Plc and Akintola Williams Delloite (AV/D).Furthermore, in
2AA9, the Nigerian ba*ks vu'hich are the Afribank Nigeria Plc, Intercontinental Bank Plc, Finbank, UBA
and Oceanic bank were also found in fraudulent financial reporting which also demonstrates the
relationship between audit quality and account manipulation. The financiai statements of A{iican
Petroleum Flc. (2010), Oando Plc. (2017), Lever Brothers Nigeria Plc (2018) and Sky Bank Plc. (2C18)
showed that the company did not fairiy present the its financial pcsition (Oye.jide & Soyibo, 2001). In the
above{raudutrent cases, Adininistrative Proceedings Comiiiittee (APC) found the parties were guil4.'cf
preparation of frar.lCulent financial statements, outright fraud and gross negligence.

In recent times, the manipulation of financial statement may be due to the size of the audit firm. It
is believed.that the Big4 audit firms have large number of staff which will make,iteasier for the
rrrallagement to pe:retrate through one of their staff. Fcr instance, ArthurAnderseil was formally oae af

,, th,e big five.aq$iting finns along with PricewaterhouseCoopers, Deloitte,,Emst & Young and'KPMG, trn

2002,.the firm l,olpntarily surrendered its licenses after being found guilry of criminal charges relating.to
. tlre fis,p's ,4gdjting of Enron (Brown & Dugan, 2AAD. Furthennore, Cadbu.ry.and -Akintola::Williams

.D.s{oi!.elq{AlYPJ",c,a$ps.f fraudi{lqnt financialraporJingalso demonstrates therelationship betweenaudit
:gpqfity,aqd4gpqgqtmanipulation(Eriabie&Dabor,2AU).:. .,: . i,i, :,,,.i, ,, ,'., .:i. .,:,' , : ,.:::, - .'

,,:,!i,i.,,:... Jaint.,aqdilpprvicg,,whic,h is._the, audit.of,fte financial:staternents by more than one'auditormay
havelprippg pqie4p-rn" gs'raa+ipulation,:.Whentwo big audit firms ar*dit acordp3ny,,"rvhich'may give rise

,,te,,frqe,nds,5grcc'rthe tlvo fifms are independent'of:their one, another'and management .ma5r penetrate

;{hrougf oneo{the finqsw}en it is orrlyone audit firm thatwill be a signatorylo the auditreport.Attribute
qfiauditpr,that,coqld affect lhe audit quality.,positively and,increase'the,ehancessf .discovering,uad

,1,ep,cg[iggn-raterial intenticaal en'o-rsand missta{ements inthe financial stateulentsisnrhtn anditor hasno

,€ilp.,ergie^nce.,:Wr*-es,a.u.di'l,firms,ars:.to audit, a cot:piex:firm;,the.:lack ofiexperienee unay affect.their

:-:rt rit:]ii'.." B.asgd:o.tr$his:psen+,ise;:thestgdy investi$ated.on *ie,audi{ quali.tSz,bneamin$stmarlagement'amohg
the listed rnanufacturing companies in Nigeria. in order.'to..achieue.,this,,tleifo,llovuing,resEarch
hypotheses were stated in null (Ho) form will be tested.
Ho.:t:,;:,Ac.idif:,firu sizeihas:noisiggi:.ficant effoct,or;tlie;baffiiegsrmimagerneritof iistedrm'anufatitring

companies inNigeria.
Ho: There is no significant influence betweenjoint audit service and eamings manageni€-litbf*i8Gd ;

Literature R.evielv l' \u

Coneeptua:l Review'
The word audit comes from the Latin word audire meaning'ttr hear'. An audit is a sirnple form

developed with the organized system.of accounting (Mark 2019)'lIn early'period pLrspn'appoint"d to
check the accounts:used to llear frori the'bookkeeper'matter relating'to the transaction of the business,
the spread of double-entry bookkeeping was first discribed by Luca pacioli in 1494.lncourse of time the
mode of laudit change.il:according'to accounting system of different types of business. Auditing is a
specialized fiinction hiving complex; legal, econoinic implications. Batiiboi (2015) defined audit as an

intelligent and criticai scrutiny books of accounts witli the vouclters for u'hiclr the auditors relied uporr
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, Intpact of ,4udit,Quality:txt Ea*tings Meirageilieilf c"f Lisfed ldartufacitillitg Conpani4x"oi "T{iEeriii:-\

;r=: i,i i,..i : ; i; 1. ;'.'.: .i i';: ;. ;'..r':--., ii_; :': ! .i. :, :'- : : ;ii .!:.ii, :i-:- ":.;1.:i;i : iii;:.r:.i ;1. rl.:1ji.:i:; ":1..-ril-:::.-:.-,: ;i

forthepurpose ef as*ettainin:gylt*lhgrtheworkingres$ltforaparticularperiodasrsh*ralnbylheprof,t
and loss aceaztnta*dalsc d:eexacf financial condrtio6 ofthqbupinegs as.rqflqcted in the bal.aae* sheet are
tr'.i}ydetennineandpresentedbythoseresponsibiefortLleircompilaticns'

According tal'lautz{1964), auC:ring is concen:ed v'ith thevenfi:,aiion of accounting Cata, "r,ith
detenninin gtbe accuracy a*drcliabiiity of acoo'.illng staten:ents and repcts. The ariditing of firar:cial
ctatements refers-to c*ndg*t'*g an.objec-tjve *valuatioc of the finanslal statements *f a,qc'p.:. ;a*}, by,an
independentauditce The limit*d liabtlig ecrnBanies' fr\ltttl&xt -?.clcuats are,by iav", required tc. be auditcd,
in order to ensure .that the, flrancial,stater:rents give a Efi'e atd fair view tp tbe ,user.s of these gtateffients

(European Commissiona2}l0).A.1tirough it is ack-nav;ledged tbattt is not reasonable to expect Llut.the
,a,sdited accoun_ts are entirely free of niisstatements, the Europea& Comffiigsion-(20i0) arguss that the
gcal ofauditors istominiitrize theriskthaf financialinfcnnationigcl,isstated. Byperformingthe audit *f
ccmpanies' {israncial st&tements, the auditcr will provide siakeholders E-+clt as iiivestors arlC
shareho;ders with an opinici: or il:e exte:fi tc rvi:ich tiii company's finarrlial statemeit s are ecculaleiy
preseated.
: ,,{,n audil is a:rindependen:t_e}iaffiifiaticn:qf the f"mahc:ial stateme$ts of au enterp.i:ise:as-prepare.d
by :lie firanegement of that enterprise by an appolnted person calied tkre audiior ir:. oider to e-xpiess a

.professionai opicicn*,hether cr nst t]:ose finailciai statementg shew a trrre and falr rziev.r of the pcsitici:
,g{the enterprise as atttre fi*eqciai period in aecardance rvith the relertanf statutory and professional
regulaticn (Skolie et al.,20ACj. A-cranrling t+ I'*recliel 8r Vaqstraelen {20A7) audif qualiry ccnsisis cf

;.tuyo coinpouentq; auditcomp ?,tefrce an$ guditor independenJ;de.terig.latiqn in,aildit in,a short tsnu.re audit
rnay be due to eitheriack qompetence or loss independence, u,hile a loss in quality in a long tenure audit
ismostIikeiyduetoalo.ssofindependeuce.,,...-,...,i.'.,-:...,i

\\/atk-ins, Hillison, & Morecroft QAM), defrned audit quality from two vie'*points,,uarueiy:
,,*"uditorreputati{ie and,au{itQr ryqiritcring eompetpnce qq a fi;rpngial .stateryeat.rt*.ditgc;p-1;}ta$ion is an
:BSSe ssrn€ht by others, particularly by the users of financial .statepqnt; R.eputation iS,meaSured by the

.ps.e*rq!,perception5q+$e.al+difoq ggppeteqcq arrd la{epen{ence.,,Thgse eltditols l&'he &{€.F,era€iled as
,-.Iligfuinbgth cornpelencp agrd lpdeplF.ldenle arF coryldqqed -S p:qdu,ge trusfiv_orttrjl,f,irlalisial_S-tajerne.qis.
T4e ,seconci rneani:ig."of+u.d;t ry;a-iiry,!s;frrm the.r,iewpoint'qf aa aucjircr monironi:g:eompefeiice cn
,'f,mancial statemeirts; ,The ercotrit+r4g,.qai.dp*4e'nce,,is'det":r:nineci by,.ar audtfpi. -cEppeXence an-d
'irid*p*:denee. me*.se.*red .t:y g;re,audired fip.an_cjal,;taieqeq!.irif,.cryrati,o.p qu.alii:,, Moree:'F4 a,.finariElai

,st*ieri:qpf,in&rqiatio*.qu4!iqy,isrefle*tqd bl,ir.ifoln.ation-a-equqa-cy, or te !he-*-teilt ofryh-iqh illfugnAti*li
.t"-e.{leeJ$, tire.r.qei,.cgpditlqn,.(},vatkin et ,a7:, .29.}4};.Qr ebj[ity't-o- gtiruqate--&erbias"ef-the-:rr-rfs.r-rn-a.tiori
provided(Wal!a.ce,l9'80;ffikinse.14L,2a\$,......,.:,,,.:.-:,j:!::..].::'.:r;':.l.-:..:.:,.-z:

Flope & Langii (2008) view auciit qualrty ai'when tG auditor?anies out his work g,litlplrigb-e{

dperyS of.iadEpe.a{egqggndpbjW-ltv-r ,gn"tihe 9&9.rhg.&d,and-t'afur-e:auditprlpdcp,,elldpqgehs:tEe'auditor
sbi;.otititr*i,uUrjrry t"."riii*"iatiO;-i*;1,*riG,*r,tlr"Lihur frind:+iiir pi;srerea,#Brdiee &.{henr
;ieq1q-dp.e,$1E{e{aiy-gS4 .ips,.Beq:that *iakp",'audito-q.cpr:rpl},.,u/rJh'ruesagqffigot:dqs,{r$taJlrerit*[irpiofessionaljudgment. ' 

, ,. .,.-:r,;,. , ],i.r,i,.:,-=,,u,li.;r,,,,' ..,' ,,r,,. ,,,
,;:r::,,;r., ,AuditQ{s,l.+- tk:p-apjlel t$qrl$f:pJpytde tlielr:,s-€rntaerfo"r.d::v+lue]]g,fi.iuqtb,.qh0f;le-qding their
$fedihility: Fy,qtrtbp:;f'l:tqlta.ial.,,qtatei.n$.n!.q pf.,pnrbtra:.lr,stedl-csitFaues::irl:ia+,at.fedpt;$g',rQduce:,t o
,tgb.tqlat1q,4.npkpThp;fAin:qss and cre ibility. pf [bq,sudit.geperd$,,upeq",t]s.@turs.efid6e.4ge$atis:r
p.qpvi4ed bry-{he-4uditors ([.u &-Sirlal4niakriEhnan,-?00?)i EqraUdit"qgaliB,,&esjiq+j;th-,e,s*i!y:has-e.d
auditcffice canbe a crucial detelminantto betaken into consideratiop alqilgw.iththesiepofthe natio$al-
lpveL a,q{it fiim,due to the fact-that.the cify-basqd- p.fficeS. of:audit=firylgt$er,v.edp-h.e sp"rerr.:aritqdainous

]lryth their ora,qclieq! bas*. Thls,.it.ig.the io__cal audit officq t,,li.hjEhgejS_:inlp,,duepl:pqgagearcnt,With'Lbe
client-finn wiih {hgir d!19ct adndnis-tr4liqn ind implErlrenla,Xiqn qfipdit qperati,,cnu rt,ith th* deliver:an+e
ofauaitigrvlctisaneauditopinlons,{Choi;Kim&iuog,Z0,lQ,}',...,,,-. ., ,t,r,,.,,,i,,..,:,.ri::.,t-,:1, ,'

, A joint audit can be defineC as an audit irr l,,,hich financial statements are auCited by.truo cr mc:e
indepbndent audiiori (Ratzinger-Sakel & Kettunen ,zAiB).tn uiolnt urdit, trvo different audit fin:rs form

Gontbe Jountal of Adninistt"ation and Managetnent (GJAM) Page 97



lF----- - ' -

i

Sannit, A &Adeoluwa Victorta,l

an opinion about a client's financial statements. It foliows that both audit firms are liable for theiropinion' Joint audits are conducted in the r"*. *u-*J, ,, *lrrgi. ;oai*.'rr**"trer, the monitoriagprocess betu':eea the $ro auditors as weli asthedir.d; of auciit findiags are of partrcularimportanceas they wili ordinarily result into higher aueit quality(iuiia g Rua* $,20i2).The concepr ofj*inr auditrefers to the pattictpitian of two ot irorc separate and independe*t audrt rr#s in the audit process ofthe

Ftrocess and audit procedures and aucit:aloik arejoin tij iig ni."d and divided between the tri,o auditorsto ensure there is no repetition cf audit duties. Ajo*i*ioiii.r.rrc;;;i,;;;;;;;;, of a singte repoit signedby both auditors withloirt coliateral responsibility for the opinion 1."*ra i* il, atrepart {zgarni it al.,za2).
Paugam & Casta (20 i 5) cefine joirrt audit as an audit in r,,,hich fu,o or more independent auciitors,from separate audit fii'ms, are appointra ro uuaii n-r..iriJirr.*.r* oiu, ,*]ii.ri.nt, in such a way rhatinvolves developing the audit plan jointiy; t;rf#i;; de. auoit work jointly; makiug periodic crossreviews and mutual quality controlsiissuing ano-s;g;;& u riogt* ryd;;*e";;'and bearing.joint liabitityin case of audit failure. ckung &t{tawoe-eolr;;;;;;ereJauolt r.d;;"; as rhe audiror,s uniquekaowledge, competencies-and-capau;iitles ii;;i#;; j;bpracrices i'" *jtag profession which leadto the enhancement of auditor's abilities to process rcr""ini[rro*"ii;, fi}ffi arnetarcomparisons ofalternative way out, initiate. subsequent u"ti""r-uoJ ut*o proula" a*ririoo making efficiency andeffectiveness through l sood. ryr.o.y or i"iormati;;;;.r;;;ryl"i rr"r""*r,e judgrnent of iiuditw1*e Y".ie and u-ssaha-w*i"r,G p0 t4;;ffiffii",.0';;A ffi;;k;r;ihirh ur, 

"btained 
frarnaudit'tasks conceming relevant audit staadards and accouJting guidan., *Jrrror specific experiences(i'e' financial misstatJnents), *rritrrur..turi"#rt #"rartperforrnance.Also carpenter, Durtschi &

:#.Tl,j::15) 
point out that experience i' ,h;;;;.;;;;; rATffi ffi can r-ead to knowredge

Earning is one. of.the major items of the financial staternents that attractthe attention of users offurancial statements. to it. InvJstorr, .r"dit*., ;;rffi;;;;;;ffi ffilrher users of financiarstatemeuts, use earning as a basis foi invesrrn*, arcirioi, *utoiog,_lendine, perfonnance evaluation,etc' (Mahdavi, Hosseini & Raiesi, 2013). Th;;;i;;j;;iu" ornr*s is to nlaximize sharetrolders,valuebv exploiting ttre assets that weie-acquired by d*'-&-;;;iJ#;;;. il #, capttat,sharehot<iersshould be incentivized to invest, which oraly.offitf'rh;tffi;;-"d*t#; finn performanee. Ir istheref,ore in the firm's i*terest torepo* p*dfi"* *"*i"sr,;;'riri*;ffi;;-;#-*h and to meet a*alysts,forecasts in orderto acquire capitilnJg.org*, parel'6 iack4ayser,lggg)-However, itis unlikelythatfirins are able to meet these 
"*p"rt 

tioir -fit;il;*"Igu ttiey areunwitiirrg to suffer stock pricececreases. As a result, firms *Grri **rg. ru*irrgrl" ;;;";.r JJrJjAs, expectarions and tohold equity.
Eamings m4Eagement occurs *.h:o managers use judgrnent in financial reporting and instmcfiring transactions to alter fi""".di-r.d;;%".r1ird mj-slead ,r**- rt r.rrrolders about theunderlving economic perrorrnanc. ;irh;;;;;C'';" i"fil;";ffi#"il;"ij,ro*ru that depend onreporred. acco rnring numbers (Healy a, ivanten, zr5 r i l. 

- ----'

According to Malla & Karimi, Q\aT';;ii'g*urugment is defined as intentionally takingsteps under generally accepted uttooriing.pri'ncipi"s [oaepii" r"r*.t" t"* *e reported earnings tothe desired earnings. rhe convergire ,I^-rl.;dil;d;;6;;;4il;.'u*iog is done throughaccountingrnanipulation (Malla a7 al,2a0iyJa--y, *Jgs menagernent is one ofthe rcost debatablean interesting issues in accounting nesearch since inves,-* d;hto,'o^fi,*iffi', on the profit digit asone of the most important factori in the aecision-rnak;re. n **ur"lr*;;=r{;*u t thatlow earringsvadaticn and its persistency indicate th1+ualitr rf ;;;;; However, investois can invesr with moreconfidence in the firms with rnore persistenr earning a-*ile*fi* it0#G#;;:!fr;;; ;;;#;*as any attempt to cootrr/doctor or tailor financral 
"rcoLtiog 

repoits to , glreot;;;Jilr|1 a*-r?i"L i"hin: ear*ings s*t*gement is paradoxical 
",-;;;;*t^.ii -;o relares-it to the recent times coqporate

Page 98
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Intpact of Audit eua1ity on Earnings Management of Listed Matt{actwring Contpanies on Niget'ia

failures and loss of investors" confidence on both financial reports and auditors. In this study earnings

ffanaget,,ent refers to bgth inte*tional and unintentional actions that rnanagers take which affect

repo*"ed eamings and mislead accounting information users.

Ronen &Yaai(2011) defined *u=*ingr management as a set of manageriai decisions that result

in not reporting the h'ue short-term, value-maximtzi*g earcings as kaovrn to managerxelt. In their

opiniog, eamings mallagemert canbe: Beneficiai - it signais long{erm value; Pernicious - it ccnceals

rhort- oi iong+erm value and Neutral - it reveais the short-tenn true performance. The managed earnings

follow as thI consequence of taking production/investment actions earlier than earnings ate-tealized-

Discreticnary urc*ilr are adjustm.ents to cash flows selected by the rnan ager la affect rep.orted incoffie.

They are also accruals that ire repcrted by managers of a business.enterprise voluntarily and not as

stipulated by larv or as regulated by standards. Manageriai manipulation can infiuence frr,a*cial
statements not oniy through accounting rules, but also by discretionary accruals, trnor-e so earnings

rnanipulatio6 ouni" intriduced tluough the accelerarion of sales, the acceleratiorr of sales cari.be

achiwed through the use of price discounts and lenient credit terms, with the intension of persuading

more custc*".i. By introducing price discounts, firms can accelerate their sales from the next year to the

current year (Rowchowdhury ZOOOI. A firm can aiter the ievel of accruals to obtain the desired level of
earnings.

This study was guided by the agency theory and signaling theory. Agency theory was

propounded by Jensen and Meckling in 1976; it tends to address the issue of information asymmetrv

*fri*f, leads to conflicts and dissimilar interests between the principals (shareholders) and the agent

(manager) which makes managers to take opportunistic behavior of manipulating the financial

statemint. Agency theory posits that, to prevent the managers from manipulating the accounting figures

in order to rnlslead the stakeholders, there is need for an independent party to attest to the financial

statement prepared by the management. To achieve this, high quality of audit service is required.

The theory of signal was developed by Ross (i977). Signaling theory does not actually require

higher audit quality, it merely needs send signal to the market for the investors to believe that the

financial staternent is free from misstatenaent and rnisrepresentation. Signaling is a reaction to
informational asymmetry in markets; in thls case, cornpaoies have information that inrrestors do not.

Asy6metri*, .uo be reduced if the party with more information signals to others- Fr.:.rthermore, when

c*mpanies engaged in joint audit service, it sends signal to the rnarket which is betrieve that when

cornpanies ,r#Jur. ofjoint audit service it iikely to _tfu.9 the level of earnings manageinent practice.

Theiefore, the higher the auditor's quality and independence, the more they detect management's

manipulations in the financial statements.

EmpiricalReview i. . :

Kim, Liu & Rhee (2014) investigated on the impact of audit firm size on eaqnings nianagement.

The study examines the effect cf finn size on corporate eamings management. The study made use of all

companils u,hose financial statement d ataarcdvailable from Compustat database for the 1S-year period

from 1983 to 2000. To examine the effect of firm size, all the available observations are grouped into

large-, medium-, and small-sized fimr goups. Docurnented is empirical evidence that both large and

smill sized firms manage earnings to avoid reporting sma1l negative eamings or small earnln-gs

decreases. However, it was observed that firm size played differing roles iir earnings management. The

result of the findings was that smali firms engage in more earnings managernent than large ormedium
sized firms to avoid reporting losses. On the other hand, large and medium sized frrms exhibit rnore

aggressive'earnings management to avoid reporting earnings decreases than srnall sized firms.
Aliyu, Muia &Z{chanah (2015) studiedttrie impact of audit qualiry on eamings managernent of

listed deposit money banks in Nigeria, rx,ith the oi:jective to examine the inrpact of audit quality on

Eamings Managernent of listed dJposii money ba*s in Nigeria. The correiational research design is

ernployed in a sample of ten ( 1 0) listed deposit rnoney banks ior a period of eight (8) years {2A06-2A1r,
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using secondary data' The study used the ordinary Least squares (oLS) regression technique of dataanalysis' The study forlnljhat audit quatity has significant impa* or rhe Eu*?rrg, Ma*agerment of listeddep+sit Lloney banks in Nigeria curing the perio} of the str:dy. rt is u.inf iou# that audit ttrm size a*djoint audit services have significant negative impact cn the Eamings tutunug.*rni 
"iliri.a a-p"ri,

mcney banks in Nigeria. Sirnilarly, and also that iuditor financial delenaencJus ,ignincurrip;Jii.,,
iSpu:l on Earnings Management of listed deposit money banks in Nigena. It was recorn:nend ed, that
listed deposit rn9n1y,lanks should empbasizethe use afbigaauditfinn andjoint audit servic*r.lrorurl,
the central B.ank ofNigeria (cBll) shouid increase its surviillance in the arJas 

"f 
il;;;;;;;;;;;i;rr.

Xiaoke, Yanyan, tr isheng, yupilq 
.&- zhenyu (.2aq researched on engagem.r;;;;; ;;".,experience and audjt quu|ry in iiina. Chinese martoei data was explored to examine the relarionship

between the expenence af the engagement auditparrner ana auarqi,aiiry i;";;;;;J;;-;;;;".
association befween absoiute/in.omi-inc..asing abnormal accruals and tle audit partner experience. Inadditlon, it was discorzered that investors do carre about the experience of the engug.*.nt,ioiipr*.r.
The earnings rosponse co-efficient is higher for'?rrns audited ry **" .*p"i.*".a auditors. These

:::r]:t-.^t..robust 
cven after conkolling. for audit ? rm characteristics. ih; ?J;g, *.r. .orrir,.rri *,irr,

tne notron that audrt partner experience increases audit quality.
Marco & Roberto (2016) studied voluntary joint iudit and earnings quality: evicience from

Italian SMES. The purpose'ofthe study was to analyzlthe effect of a joint audit system on the quality of
" 
f':"lt financial statements- The study ur"a u ru*pr. "i:ilii* industrial non-listed SMEs, stratified inorder to fulfill certain requiremelts (in terms of asset value, turnover and number of ernployees) thaty*" it mandatory to appoint at least one aldit body (the statutory board) according to the Italian law.Logistic regression models have been used to test the research hypotheses. The rnain finding was theconf,trmation that ajoint audit system does positir.ly;ff;;;;arnings quality and the reliabiliry of firms,

financial statements regarding the decision io be audited by two different auditors"
Lukman, Edi & Yusri (20i6) carried out a research on the .rr".t.Frrdit ryality on earning

management within manufacturing companies listed on Indonesian stock exchange wiih the objective to
determine the effect of audit quaHfi and earnirg, *."rg.*r"t. The researcherrnade of secondary data.Auditqualitywas measuredbytwodifferentproxies; i.{ auditfirrnsize andindustry specialistauditors,

:T1:_.::llqt *:"lsement was measureg uy aryietionary accr-uatrs. lunrun*hiiii;;;r-sr;"fi#i;",
and operating cash flow served as ecntrol variables. The iampie involved in this rtoay lo*p.iro oirnanufacturing conipanies iisted cn the iudonesia stock E..h;;;;; ;;;;;;;o h.*-y.u. observations
from. the.frscal years 2010 to 2013. Tlis study applied a multip"le'reg.;r*";;uiyr;s in estimating the
relationship bef*'een-the audit quality and earning management. aJt ypotrr.rir.i in the study, oeiults
showed_thata idit quality and earning rnanug.*.oiu.. n"g"utiu.i,,-i;;a: 

-

Laieh & Aiireza Q\l|)investigated on the effect o'f audiisize on earnings management in Tehran
stock exchange, which was iarried out-in ka1, rfre pu.pos* of tfr. sfudy was to tnvestigiti."ifr, .ff*t.f
audit size and on earnings management in the 116 cornpanies listed i, r-lr."lto.fE*.t u;g; f";;h.period 1387 to l3g2thatusing *ultipl. regressions with controlling determ;;;";;;;;;;;;;;g.*;;,
has been tested- The study has"been apptieiin terms 

"fp;{p;;- *d terms of the nature after event. And a

:,u*pl: of 5 companies listed on the^Siock Exchang" fo. tir.-rvsrematic ,**orut. iiffi;;;;ffi#;t
there is a negative correlation between the size of audit fiim and 

"dit ;p;i;; ffi rh.;;;;,
ma:ageT?nt in the companies listed in the Tehran Sto.t f"rfrange, that is, the size of audit firm and
audit opinion have significantly negative impacts on the.u*i;;;;;rrg.;il;, the above mentior.ed
companies. In other rvords, increising the size of audit firm 

"and qrrlitift urA;r ofinio", r.rrfiin
reduced earningsmanagementinthe companies listedintheTehran Siockdxci'ang".

Tareq'& Abdullah (2017) established a content analysis of the impact Jf audit qualrty on the
earnings management: evidence from rnanufacfuring firms inAmman stock exchange. The study airned
to investigate the auditqualityonthe earnings *un*f"*"ntof industrial companier r?rt.a""trra***u*
Stock Exchange (ASE). The study used the modi-fied Jones model (1g9i) Uy O.rt o*, Srl;;';;;

-Tb;i. 
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+

Sweeny; (lgg5) for measuring the discretionary accruals as proxy. of eamings Management. The study

applied audit fies aa,i audit {trm size as proxies in measuring audit quaiity. A sarnpie of (50) irn-rs was

seiectea, ard data covering the period 2$11.ZA15 was collected from these companies, wherg t225)
observaiions were used ia the analysis. The srudy found tbat there rvas no significant relationship

between audit fees and earnings management, but there is a sigrtificant association between big4 audtt

firms and earnings ;11ta;1agefircnt, which approves that audit quaiify has a significaat effect in interpreting

earaingsmaaagamett
Ana qZOtllexamined audit quality and earnings management: evidence from Pornrgal and with

the objective to examine if there is a relationship beru,een the rnanipulation of results and the quality of
the audit, based on the study of the behavior of discretionary accruals in Portuguese non-iisted

cornpanies. The means of data Coilection rl/as on the SABI (Iberian Balance sheet Anaiysis System)

data6ase, the sampie is composed of 4723 companies from 2013 b 2A15. The empirical model of &e
study consists of a multiple linear regression in order to explain the relationship between the

discietionary accruals and the audit firm size, debt, volume business and profitability, based on the

Modified Jones Model. The results suggest that there was a positive relationship between audit quality
and earnings manipulation. The level of eamings rnanagernent is significantly lower among companies
contracting aBig|audit firrn, as compared to ccmpanies using a non-Big 4 audit firm.

Alzoubi & Ebraheem QAfi) investigated on audit quaiiry debt ?nancing, and earnings
management: Evidence from Jordan. The study usedthe cross-sectional version of the modified Jones

model, in which discretionary accruals were employed as a proxy for earnings management.

Generalized least squares regression was employed to examine the inlluence of audit quality and debt
financing on earnings management using a sample comprising 72 industrial companies during the

selected period &om 2006 to 20L2. The results suggested that audit qualify (auditor tenure, audit frm
size, specialisation, and independence) had a negative relationship with earnings management.

Oiabisi, Agbatogun, & Akinrinlola Q0L7) examined audit quality and earnings management
among Nigerian listed deposit money banks. The study examined relationship between Audit Quality
and Earnings Management in Nigerian listed deposit rnoney banks. The study adopted a longitudinal
research deiign and secondary ditacovering u pitiod of 2005-2014 were collected. The population of
the study comprised fifteen (1 5) deposit money banls iisted on Nigerian Stock_Exchange as at 20 16, out
of *4rich six (6) banks u,ere randomly selected resulting in 60 observations. Panel data technique was

eropioyed, while fixed and random effects model were used for estimation. Descriptive Statistics,
pearson correiation coeffrcient and sinrple pooied OLS regression analysis were used for analysis to

determine possible link between the variables identified. The results of the study showed that a
signif,icant positive relationship existed betvveen joint audit and earnings management, which implies
th-at a change to joint audit fromsingle audit increases earnings management. Also, a significant negative

relationshil existed bgtween pliispecialization and earnings management,-which implies that every

unit increase in audit specialization decreases earnings management. However, there was an

insignificant negative relationship betu,een audit tenure and earnings managernent.
Jamel liOtSl studied joint audit and financial scandal: the case of the French context. The

objective of the study was to investigate the stock market reaction of SBF 250 after the disclosure of the

financial seandal in presence of joint audit. The study sample is composed of 140 French listed
enterprises. The study made use of OLS regression analysis. The empirical results demonstrated that the

stock maiket of Non Big-Four clients does not significantiy react compared to the firms auditedby at

least one Big Four in France. Contrary to this finding, the stock market reaction of the firms audited by
tn o Big Four was significantly reacted cornpared to the enterprises audited by one Big at least in France.

Those iesuits demonstrate that joint audit with at least one Non-Big encouraged and especially in the

Financial scandal periods andresolve theproblem associatedwiththe auditmarketconcenti'ation'
Mohamed, Ali & Ekrarny (2018) canied out a research on examining tire effect ofjoint and dual

audits on earnings managemeni practices: a research being carried out in Egypt with the objective to
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deterrnine the impact of.,the voluntary adoption of the joint extemal audit approach in reducing earnings
management practices- t$qugh accruals_and real operations compared witli the adqption o? the duai
ePJernal audit approach. The research follgws a quantitatiu" upprorrh to collect and, inalyzeaota fio*
companies listed on the 

-Egyptian Stoq,k Exch'ange during the period 2010-2014. 104 firm-year
observations are tested in the sample. And a multiplf r.gr.uriio ,""it;i;;J. used of. The findings of
the ernpirical study shorv evidence thatthereut r*iirt."rrt earnings rnanagement practices in the studied
sample regardless of tire type of aurlit (oint or dual). There is a nJgative a-ssociation betvreen joirt utr4ii-
and discretionary accruals compared to dual audit. This means-that firms with ioint audit ur. i]lt
engage{ 

ln accrual-earnings rnanagement practices. In addition, iarge firms that adoptjot"t;;on;li';?*i
engaged in accrual.eamings marrag"ment. However, there is no Jffect of joint uuaii orr.*ut .u.nr,
management practices cgmpared to dual audit. Results are consistent for firm size, profitabili:.*r.:i.:.
leverage' Both firm prcfitability and leverage show positive association with earnings manags.E',i*ii.
practices rvhile size did not have a s.ignificant effect on either fvpe of practice. Finally, ii is beinffouno.
1111it*t with high (low) profitabiitY, that adopt joint audits are less (rnore) likeiy ro engage ir:
eartrmgs managementpractices. Resuits are ofuse to regulators, external auditors urrd inu.rtJr.l t;;'

- The empirical review showed that there are still remained unans*erec querilo*. 1rl..ror.,'ttir'idt
study provides further evidence to fillthe gaps identified in the literature. Theoretically, the boiy of
literature revierved on the impact of audit q"ailty on earnings management showed that studies such as(Aliyuer aL.,2a15;olabisi, Agbatogun & Akiffinl ola,20lliSaraheial., zor Ay .*ployed a single theory
of agency as theirtheoretical underpinling-.This rrudy.ooibirr., ug.t.y tineory airA iignating"throry to
explain the relationship between audit quitity and earnings management. More so, on the institutional
gap, most previols s,tu{ies qr 3}9it _q}?tity and garningr *Lug**Ent focused on the bantr<ing sector and
insurance finris (Mah di et aI..,2011;llaboye et al.,2al4; Niyait ol.,2afi and1riabie et al.,i0L7), whilethe few studies or-r^1^lnufrcturing industry were based on single sector (such as Ibrahim, 2017;
Mohamrre d et al.,20 1 8).

Furthermore, Conceptually, due to scanty literature available on the investigation of audit quality
i:*:i,"gs= management, this study used audit experience as a proxy in deterniining audit quuiity on
earffngs management in Nigeria. Therefore, this research fills the identified gap.

Methodology
In oiher to achieve the objectives of the study, ex-post facto research design was utilized to

examine the investigation ofaudit [uahty on eu*ingr rilr*gi"i"rt. irr" p"p"i"tlon ofthe study consists
:i:ilt{ t"venty-six.(76) listed rninufacturing fi6s oo thE Nigeria stock Exchange (NSE Fact book,
241'7)' The sample size used in the study is..sixty-four $$ UaieO on the r..;"i" iod tutorgun (1970)
sample P!.1"- Krejcie and Morgan sampling iechnique'was adopted in this study ilue io theunavailabilify of data, the study excluded nine manu'facturing firms from the sample size which
eventually made the total of 55 companies that was used as the iample size. The cornpanies exempted
f,rom the sample size as a result of unavailabilify of data are as follows: Transactional Corporation ofNigeria Plc (TRANSC0RP)11 1 Plc (Motsil), Anino International Plc (ANINoj, on Tyr" & Rubber Flc(DLTNLOP), Road Nigeria Plc (ROADS), Smart Products Nigeria rr. lsvrl-iil.nlT), Uacn properry
Development Company Plc (UAC-PR.OP), Union Homes Real Estate Investment Trust (R.EIT), Updc
Reai Estate InvestmenJ Trust (UPDCREIT)..In selecting the sample of the study, skatified sampling
method was used coupled with random sampling techniqu-es becaus^e the population is being divided into
stratum (sector) and companies frorn each sectoiwere seiectedrandomly.

Secondary data were used for the study. The data used in this reslarch were obtained from annual
financial reports of th." sampled companies tovering a period cf five (5) years ranging from 2013 to2ar7. The study made use of panef regression *Jtno'o ta analyze tire iata and lhJtechniques ofestimation is rzndom effect model witir_ Ordinary Least Square (OLS) regression analysis'of the
secondary data collected from the annual financial ieports. Th; STATA uoit*ui. was used ai a 5o/o Levelof significance to test the acceptance or rej ection of alithe hypotheses stated.
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The proxy used for independent variable (audit quality) are audit firm size which was measured
usi6g the Big and }{oo tsig audit {irrns, joint audit seniice was as well measured using dichotomous
variable and auditor's experience \ ras measured by age of the audit firm. The proxy for dependent
vaiable is discretion uy accruals&ich is measured by modified Jones model. To achieve the objectives
of the stud1,, the model of Tareq & Abduliah QAlT,q,as adopted and modifisd- The mcdel was rnodified
and imprcved oa flor the use of this study, where two of their variables (Conapany Size and Financial
leverale) rvere repiaced (with JointAudit Service, Auditor's Experience andAudit tenure) because they

.'inotrelevant in achievingthe objectives ofthe study.
'- 'rdel ofthe study is written as;

.-.'.jrirodel of the study is written as;*:*' ',$ ct * fiTAFSIZE;,E * FJ*,, * fisLog A.Fi,, + fiAI;1t + fiEAT'i * si,r.,, .." ".. ....9.2
, ::e.oobreviations of the terms in the model are as foilows:
i: t,i '7 - Eamings Management of firm i in year t: .-
' ' +'j lonstant term

-^ZEi.,g: Audit firm size of firm i in year t
lA;l : Joint audit of firm i in year t
Log A-Fi,1: Log ofAudit Fee of firm i in year t
AE;; :Auditors Experience of firm i in year t
rtl1,; : Audit Tenure of firm i in year t
Ft-=: Slope value of independent variable
Ei,r : error term
a pfiori expeetation
The a priofiexpectation of the study is that firFrF*F* and fi, <. a

R.esults amd Biscussion ofFintT g.
D es criptive Statistics of Variables

This section shows the descriptive analysis and summary of the data collected through mean,
standard deviation, as well as minimum and miximum values to give a snapshot of the data inalyzed.
Table I shows that earnings rnanagement measured through discretionary accrual manipulation has an
average value of AAT4 with the minimurn and maximum of -1.6 and 4.88 respectively, and standard
deviation af 0.4247 which implies that the variable (discretionary accrual) invested is more connected
around the mean. More so,the result ofthe table shows that audit firm size (AFS) depict an average value
of 0.6400: which implies that the average of 64Yoof the listed manufacturing companies make uie of the
Big 4 firms as their auditor, with the minimum and maximum of 0 and I respectively, then the standard
deviation of 0.4809 which means that there is a widely dispersion from the mean value.

Furthermore, the mean ofjoint audit (JA) investigated had an average value of 0.0182 implying
that about 1.82% of listed manufacturing companies made use of a joint audit service while minimum
and maximum ofjoint audit service as measured by dichotomous variable are 0 and 1 respectively. The
standard deviation of 0.1339 which implies that joint audit service does not exhibit a consideration
clustering around the mean.

Similarly, auditor's experience (AE) had a mean of 46.1460 with minimum and maximum 7 and
67 respectively, and a standard deviation of 21.3092 which is lower than the mean; this suggests that the
auditor's experience investigated exhibits a considerable elustering aroundthe mean.
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Tahle 1: Descriptive Statistics

Standard:
de',,iaflen

Minimurn
Value

Ii{a::imunt
\rair:e

acriua,l ii.4334 0.4247 -1.6 + -ili't 275

AFS

5t, {\ n. I o-1
\_!.l..i L o: 0.i339 0 1: 275

4L t{ .,,'.8{\
-ii. t-l -,u 2t3492 7 67 2't5

Sou ree : Auditors' Cornputation (20 1 9)

PreliminaryAnalyses
Ncrur ality Distribution Test

The skewness and Kurtosis test in table2below shou,s the extent of deparrure from normality in

the series. The recommended skewness and kufiosis value for a normal distribution in a series is between

0 and 3 respectively. (Wooldridge, 2000).The rule of thumb is that any value of skewness and kurtosis

that falls outside

,: I :,',.:'
,i'

Skewness 2.A57 -0.587 1.252 -0.390

I{ur'r,:sis i.910 1.668 0.962 i.r:,00

Jarqr-ie-Bei:a 2t793.92 54 0"3 -1 18238.89

Flobahitrifi 0"0ii33 8.000c 0.C00il lr . :

Source: Auditors' Computation (20 1 9)

Test for Pn{ulticallinea rly
The Variance Inflation Factor (VIF) test was used to test for multicollineafity in the variables

used in the models. The muiticollinearity test shows the relationship between two or more independent

variables. The presence of multicollinearity among the exogenous constructs tend to increase the size of
standard errori which often leads to confusing and misleading results as it distorts the estimates of
regression coefiicients as well as their statistical significance test (Hair, Black, Babin & Anderson,

2010).
From the Table 3, theVariance Inflation Factor (VIF) indicates the impact of other independent

variables on the standard error of the regression coefficient. The result showed that there is absence of
muiti-coliinearity problem because it was reveaied by the VIF as all values were less than the threshold

of 10, and the avirage VIF also exceeds the value of 0.05. This follorvs the assumptions that there exists

absence ofrnulti-collinearity problem when VIF is less than 10 (Studenmund, 2000) as multicollinearity
problem arises whenVIF is greaterthan 10 (Woodridge, 2004).The table formulticollinearity is shown

intheTable3 beiow.

11/ lrlF)
,i. t.L7 0.854701

:TA 1.15 0.869565

L"t; 1.C1 0.961538

Scnrce: Authors' Computation, 2Al9
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Test fcr Serial H eteros ccd asticif5

Table 4 shows the constant residual elror test (heteroscedasticity test). The study ernpioyed the Breusch-
pagan-Godfrey. The result in Table 4 revealed the absence of heteroscedasticity in all models of the

study. The result shows that the p-r,alue (0.7600) is greater thanSo/osignificant level, the nuil hypothesis

lvas rejected. Therefore, this model does ratface any heteroscedasticigr problern.

Table 4 Test fer Eleteroscedasticify

h,{odei 18.35 0.?5Gr

Source: Authors' Computatiort, 2019

E[ausman Test
The hausrnan test is a test for model specification. In panel data analysis, the hausrnan test helps to

ciroose betrveen fixed effectmodel or a random effect model at5o/olevel of significance. If less than5Yo

the researcher rejects the null hypothesis and accept the alternative hypothesis, while if it is greater than

5o/otheresearcher accepts the null hypothesis and re.ject the altemative hypotlresis. The null hypothesis
means that the preferred model is random effects while the alternative hypothesis means that the model
is fixed effects. From the result of .Flusman test shown in table 5, the p-value (0.0603) is greater th an5Yo,

therefore, the null hypothesis will be accepted which means that the random effect model is most
appropriate.

5.7t
Se*rce: Authors' Computatio n, 2Al9

Restaternent amd Test of Hypotheses
Table 6 was used to provide answers to the research questions raised and. also to test the hypotheses
formulated in chapter one. The result in table 6 shows the linear relationship between audit quality
(proxied by audit firm size, joint audit, auditor fiiancial dependent, auditors' experience and audit
tenure) and earnings management (proxieci by discretionary accrual) of the listed manufacturing firms in
Nigeria for the periods of 2013 to 2017, with the use of panel regression analysis. The table 4.6 shows
that the model is fitted as evidenced by the F-Statistics of 5.81 which is significant at lo/o level of
significance as indicated by p-value of 0.0032. The results also reveals that the independent variables of
the model explained around 41Ya of the variations in the dependent variable of listed manufacturing
companies inNigeria, from the coefficient of determinations ( R/ value of 0.4095) while the remaining
5 9Yo arecaused by other independent vari abl e not included in thetodel.
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Table 6: RegressionTable
C l ,f ^,,-^ ,.!llf,:it'i. --:'l I rr,.

AFS -a3238 4.0726 -4.46 0.002* +f

TL -1.t7 51 0.2773 A 1A-1.L4 0.0008**

AE -0.0021 0.0015 -1.40 {}.i}63*

Cons -0.5337 0.1 788 -2.98 0.000,t*+,

F-stat 5.81 0.0032{.*t,

f,": 0.4095

AdjustedEr 0.321

*, * *, + * * : denotes Significant at l}Yo, 5o/o and 1o/o lev el respectively.

0 : denotes P-value, while the value denotes Coeffrcients
Source: Authors' Computation, (2019)

Restatement and Test of Hypothesis
Restatement and Test cf Hypothesis one
Hr,: Audit firm size has no significant effect on the earnings management of the listed manufacturing

companies inNigeria.

The result in Table 6 reveals that audit firm size (AFS) has a negative effect on earnings

management (discretionary accrual) of the selected manufacturing companies in Nigeria as indicated by
coefficient (-0.3238) which is significant at 5o/o ievel of significance with p-value (0.002). The null
hypothesis was rejected, which states that: audit firm size has no significant effect on the earnings

management of the listed manufacturing companies in Nigeria. Therefore, alternative hypothesis which
state that audit firm size has significant effect on the earnings management of the listed manufacturing
companies in Nigeria was accepted which implies that the larger the audit firms the iower the eamings

manipulation. This shows that over 32oh af the sample listed manufacturing companies in Nigeria were

audited by large audit firm (Big a) during the period of the study. it reduces the earnings manipulation
practice by 32%6 nthe listed manufacturing finns in Nigeria.

Restateanent and Test of E{ypothesis two
Hort There is no significant relationship between joint audit service and earnings management of the

listed manufacturing companies in Nigeria.

Based on the result shown in Table 6 above, the findings reveal that joint audit service exhibit a
negative significant influence on earnings management practices of listed manufacturing companies in
Nigeria as indicated by the coefficient of (-1 .1.757) and p-value of (0.000) at 5%o level of significant.
Thereby, providing basis to rejecting the null hypothesis wirich state that here is no significant
relationship between joint audit service and earnings management of the listed manufacturing

companies in Nigeria because the p-value is less than the level of significant and accept the altemative

hypothesis which also state that there is significant relationship bet'*,een joint audit service and earnings

management of the listed manufacturing companies in Nigeria. The resuit implies that a joint audit

service is an int'luential determinant of eamings management in the selected listed manufacturing

companies in Nigeria. That is, if a company engage in a joint audit sen ice it reduces the level of earnings

manipulation.

Restatement amd Test of F[ypot[resis three
Ho,t There is no significant relationship betrveen audit experience and earnings managelnent of the

listed manufacturing companies in Nigeria.
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Furlhermore, the result of the random effect model regression in Table 6 above shows that

alrd;ior's experisnce has a*insigaificantnegatirre infiuence on eamings management arno$g th.e listed

manufacturi$g oolrpanies in Nigeria. This rn as indicated by the coeffrcient of -0-0021 v.,,ith a p-value of

0.063 a\ S% ievet of significant, which implies that the nuil hypothesis which state tbat there is no

significant relationshili bstween auditor's experience and earnings management of the listed

*7oufu.tu.ing corapanies in Nigeria wili be accepied due to the factthatthe p-value is greater than the

5yo level of 
-sig:rificant ard then the altemative hypothesis wllch,.state that there is significant

,"rr,ir"ririp U*#"r* audit experience and eami.ngs ftianagement of the listed manufacturing companies

in Nigeria will be rejected. This implies that the auditcrs' age of establishment does nct affect the lerrel of

"u*iogt 
*anageilent of the listed mam.rfacturing cornpanies in I'iigeria.

Biscussion and Implieations of Findings
From th.e ernpiricai test acd the result in Tabte 6, the stu.dy reveaLed tirat audit firm size (measured

by the ijrg 4 rrrms anC non-big 4) has a significant negative relationship with eamings managemont.

ffo*.u".]t provides support io the hypot}resis one (Ho,) on the effect of audit firm size on earning

management of the iisted rnanufacturing companies. This implies that audit ftrmsize-provides a strong

o.g*tlr* effect on earnings managernent. A significant increase in audit firm size will lead to a reduction

i"Er*1"g"*anagementirt i"t iJin iine with the a-priori expectation that aldit firm size should reduce

the levelif eamings rlanagement practice in listed rnanufacturing companies in Nigeria. The resutrts of
this study indicatelhat companies which are audited by Btg 4 auditors generally engag? in less ?qtTgu
management than firmu urdit"d by non-Big 4. It means thatBig{ auditors in Nigeria might provide high

auditluafity than non-Big 4 audiiors because the Big 4 auditfinns inNigeria isAeiieved to adopt high

quality contol system, such as audit guidelines, u,orking paperc and other technical resources, from
tleir mother companies which makes the chances of detecting earnings management ea1ie1. On the

contrary if a company engages in the use of non-big 4 audit firm, it could increase the level of earnings

tounagi*"nt beciuse there might be a lack of financial resource to spend on the haining of theirstaffs
and alia the nca-big 4 auditfimrs is beiieved not to have liigh technical competence cornpared to that of
the Big fourrx'hich might increase the chances of eamings management.

The result is in line with the assumpticn of the agency theory as it suggests tirat large audit firms

u,ouid bs mcre inrlependent and objective in audit exercise and thereby, have higher chances of
discol,eriag and reporting eamings management employed by the managers. Therefore, when financial

stateillent ii audited by big four firms, it would reduce the 1eve1 of earnings management practice in the

financiai statement. The findings was predominantiy consistent with the work of Mahmoud et al.,

(2}1[;Augustine QAM); Ebrahem (2015); Aliyu et al., Q}lfl; Lukman et al., (2016); Tareq et al.,
'Q017)';aLouUl 

et-a\., pStll; Khanah et al., G01S) which found that audit fi"" :ir: has negative

significant relationship to earnings management, which irnplies that the larger the audit firm, the lower

thI earnings manipuiation. Howirer, theiesult contradicts ihe result of Kim et al., (2.A14); Ana QAIT
Ibrahim liOtll rrd Muhurn*ed (2018) which shows that audit firm size has a significant positive

relationship, which implies that the larger the audit firm size, the greater the chances of eamings

management of the listed manufacturing companies.
From Tabie 6 also, the study found out that joint audit service has significant negative

relationship on level at which earnings management are being manipulated by the listed mamrfacturing

companies in Nigeria, as indicated by the coefficient of -1.1757 with the p-value.of 0.000 which impiies

that tornpanies tlat engage in joint audit are less involved with earnings manipulation. T!" result also

corrobor^atesthe a-priirr, expeltxion as the researcher expects that a company involved in joint audit

service will engage in less eamings manipulation pru.ii." because the audit firms rvill have the

opportunity forin r:tual consultationlopporrunity in sharing tireir experience with each other, also.there

*,ltt U" be*er audit quality which uh lu". the thances ofreducing earnings maxagement practice of
manufacturing complnies in Nigeria. The finding of this study conloboratstire finding s af ALiyu et al'
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Qa15s; Jao.el Qal$; Moharned (2018) wherg_they fcund sisnllcg negarive relarionship betweenjoint audit service xd' earnings management. However, contrari ty, tvtar"S: ea16), awjolatrisi et ar.,eatq found that joint audir sen,io*-in"ruuu*, ,fr" ir,i.i;i;;;#;;,Lemear. The resulr wassupported rx'ith the assumption of the.signal*^g;r-"i a-s itasserted by the passing of infonnaricn to themarket that the financial staterne*t is 
-free fr; #;"iat *ir.eprelentaiion due to the fact that thefinancial information was auditea uv *o audit firms. 

4r Irtrsrepresentat'or

Firmlly' the Ta-ble a 
'"uiil"a u, irr.lgpifi;unt negative effect between audit experience andearnings managementpractice, u'hichmea;r,"id#.-#"";;;;;; rJrrrrrrrip to do with the levelof eamings managementpracticein tle rnanufacturirri ,i*puoies. However, this is not in line with thea-priari expectation whlch is auditors' 

"rprrl*r.T is _expected to reduce the lerrel of earningsrnanager$ent pructice. Some prior studies.such as xiioke.e;;t: eai;;;*il.rau & Martins (2016);Nuraisva & chariri Qalq ako found;'r,*d;;iiJiutioorrrip f"tu;;auditors, experience andearnings management ofminufacturin!;"*pil;;* Ni*.n. In addition, previous researchers such ascahan et al'' Qal$;Ashiani 
", 

ot-- Cal;ffi;;;tr- t?. ..rutt of this stuay, where they revear rhatauditors experience has a significani negative effeci oo .u*irgu *grrug"rrlent of a manufacturing
tr#X;3HiT,;:t::: 

n'o'e ihe age or *i 
""0i,-ii.*ir," r",. ti" "t;oi;-or.,gugi,,!-in ;;;,s*

Conclusion and Recomrnendations
Based on the ""tpil;i;;;;;t from the analyses, the srudy concruded that audir fimr size has asignificant negative relaiionship witheaoningr ;;;;;elt u,Hctr *.uo, trr. Lrg". tire audir firm sizethe lesser the chance of earnings *unug"*.it p.r.1i7".. M;;;';;;jffi;rd;'rr*i.. has a significanrnegative relationship with earnTng. *ui*g.*";raffi; #*.o*prry engaged in joint audit service itreduces the chancei of earningr';rlt.*ent. Furthe.*or., auditoi,s .ipEri.rr." has no significant;:fli:ffi,T#i'*Hfrff;## ilffi; ;'d &;;; ;#"iL does not r*; ;;

Based on the findings whict' shows that audit firm size has a negative significant influence onearnings management of listed manufacturing 
"o*p;es, tais.stuov;;;;;;;s thatthe rnanagernentshould emphasize on makjng ut" olt-*g, ayai r*ms (rh#;4) to audit their financiar staten:en*o gaingreater ti'ust betn'een shareholders andireditors becaus" lt ilrrrur.s the chance of-discovering eamings

ff ffi:ffi*fl :?,-,*;Inaddition,auditn,*,u';1;-;;;;;;;;;;ffii,p*ressionaisrandardsto
hicre so' it was found thatjoint audit service has a negative significant relationship with earningsmanasement' the studv.."o**.rds ttiat listed ;;;ffi;il;"-.;.ffi1; #*,s"riu should emphasizeon the use ofjoint audit servic.t u1L*., .;;;ffiffi"i.'rs-r.a in.loint *aiii"*i.e experience rowlevel of earnings management p.r"ti".. rariffi*#?L#a that.audit experience has no significantinfluence on earning-s *uougt*";i;;G r*ai l"r"rrr*uii, ,t u, the reguritory bodies should issue aframework u'hich will state ti. *i"i*u* ,g.i#;;;;#.- will be 6'.ro., it can audit the financial

References
Aliyu' M' D'' Musa' {'-I{ & zachaiah, 

+:.(201 5).-Irnpact ofAudir erality on Eamings Management of
!:".0 

Deposit Monev Banks ii*'i"i.'jiJi,i"i oi);;;;;;;;";';,#**t Manalentent, r,
Alzoubi' s' & Ebraheem, S' (2017). Audit Quality, Debt Financing, and Eamings Management:'bvrctrence fiogJordan'.Jourual oflnteruitioniia"iountrrcg, Auditing and raxatiatt.Bello' c' A' (2010)' The quaritv oiac.lirat, ,il E;;;;.,"fhe Role ofAciual Esrimation *rcorc. Theaccounti n g reviev,, 7 7, 3 5 -5g.

"**"'f;rff#:;:i-yr:;rf'o'r' ArthurAndersen's Fall frorn Grace is a sad Tale of Greed and Miscues.

'1,,t: l,,,,
;i

li ,i

Itol. 2 No. 2 &cteber/Notertber Z0l9
Page 108



t,

I
i
i-.t:

Impact of Audit Quality on Eamings Marxagement of Listed Manufaeturing Companies on Nigeria

Carpenter,T., Durtschi,C. 8{Ga1mor, L.M. QA$}. The Role ofExperience in Prcfessional Skepticism,
Kno":.;ierlge Acquisiticn, anli Fraud Detection. pp. 1-28 .

Chci, J. H., Kin-L C., Ki;, I.E. &.Zang,Y. (2010). Audit Office Size, Audit Qualiry andAudit Pricing.

A u diti rt g : A J ounc al of P r acti ce & Th e o ty, 29 {l), 7 3 -97 .

Clwrrg, J. & h{onroe, G.S. QAlr. The Effects of Experience aad Task Difficulty on Acciracy and.

ConfidenceAssessrnents ofduditors. hltentatianal Joumal of Accotutting and Fincnce,40,pp.
135-152.

Degeorge, F.,Patel,I. &. Zackhauser, R. (1999). Earnings tv{anagernent to Exceed Thresholds. Tlze

Jounw I of B us in es s,Yol.1 2, 1 -33 .

Dernaki, G. (2011). Proliferation of Codes of Corpcrate Gcvernance in Nigeria and Econornic
Developrneri. Business ar. d Man'agernerct Review, I (l 6),1-7 .

Eriabie, S. & Dabor, E.L. . Q}fi).Audit Quality and Earaings Management in Quoted Nigerian Banks .

In t ern a t i o tt a l J ouru al of A c c o u n t i n g, F i n a n c e a n d Au d i t i tt g S t u d i e s, 2(.5), 27 9 -286.
Healy, P. h4. & Wahlen, J. h4. (2011). A R-evierv of the Eamings Management Literature and its

Implicati ons for Standard Settings. A cc ourttittg H ori zo n s, l 3 (4), 3 65 -3 83.
Hope, O. & Langli, J. C. (2008). Auditor lndependence in a Private Firm Settin g.International Jaurnal

of Fin ance and A ccou nti ng.
Ilaboya, O. J. & Ohiok*ra F. I. . pat+1. Audit Firm Characteristics and Audit Qualiry in Nigeria .

Int ernational Journal af B us ines s and E c onomics Res earch, 3 (5) : 1 8 7- 1 95 .

Iamel,A. (20i8). JointAudit and Financial Scandal: The Case of the French Context .International
Journal ofAdvanced andApptied Sciences ,5(7),1-7 .

Jensen, M. C. & Meckiing, W. H. (1976).Theory ofthe Firm: Managerial Behavior,Agency Costs and
Ownership Structure. -Io umal of Financial Economics, 3 (4).

Knechel, W. R. & ry'anstraelen,A. Q1AT. The Relationship BetweenAuditorTenure andAudit Quality -

Impliedby Going Concern Opinions.Auditirtg: AJauntal ofPractice &Theory,26(l),113-131.
Laleh,A., & Alireza,Z. . Q}l1).Investigation of the Effect ofAudit Size on Earnings Management in

Telrran StockExchange .htternationalJournal ofHuntanities andCultural Studies,2188.
Lu, T. & Siyaramakrishnan, K. (2009). Does Mandatory Audit Firm Rotation Irnprove or Impair

Ccrporate Investment Effi ciency?
Lukman, A., Edi, S. & Yusri, i. (2016). The Effect of Audit Quaiity on Eaming Management within

h{arNifacturing Companies Listed on Indonesian Stock Exchange. Research Joumal of Finance
and Accourtting,B.

h{ahdavi, G. FI., Hosseini, S. M. & Rajesi, Z. (2013). The Impact of Corporate Governance
Characteristics on Predicted Earnings Quality by the Management of Listed Companies in
Tehran Stock Exch ange. Journal ofAian agentent icco unting {es earch.

Mahdi, S. G., Abolfazl, M. Y. & Ali, R. M. (2011). Audit Finn Rotation and Eamings Management.
Mana gerial Au ditittg Journal, 23 (5), 42M37 .

Malla, A. & Karimi, C. (2007). Real and Accrual-based Eamings lvlanagente rrt. The accounting review,

Mautz, R. K. (2011)..The Philosophy of Auditing; Florida, American Accounting, Association,
Monograph Series.6.

Mohamed,M. M.,Ali,M. E. &Ekramy, S. M. (2018).ExaminingtheEffectofJointandDualAuditson
Earnings Management Practices. 1l fiernational Journal af,4.ccounting and Financial Reporting.

Mohammed, I. & Ibrahim, A. . (2018). hnpact of Audit Fees onAudit Quality of Conglomerates
Cornpanies in Nigeria .Intentational Jouynal of Service Science, Management and Engineering
,5(1): 1-8.

Musig, P.'6! Ussahawanitchakit, P. (2A14). Dynamic Audit Competency and the Antecedents and
Consequences: Evidence From Tax auditors in Thailand. Intencatianal Jowrnal af Business
Research,1l(3), 4i -75.

Gombe Journal of Adninistration and Management (GJAM) Page 1"0?



Sannit, Abdulra. t 
& Adeoluwo Wctoria A

Notwani, N' M', Mohamma d',2. z. & chek, 1.-B .-Q0t1, Noi,ember). Corpcrate Governance Failure ancits Impact on Financiai R.eporting *iii, sli".a co*pun ,ir. tuiiro;;;;;;;;;;;7 ,f iilr",*"r,and S o cial Sciences, 2eD, 2A5 _213 .
okolie' A' o', rzedanmi, F- o & Enofe, A. a. Qa00). Audot Firm size and cash - Based EarningrManagement cf Quoted cornpanies in Nigeri a'. Eurapeatz Jourrrcl ola""ointig;uit;rrg oo,Fin qnc e Res earch, ZtS), 4g -7 i .

olabisi, J', Agb-1togun, T' o & Akinrini??, T.o_ (2017).Audit eualiry and Earnings Managemenlamong Nigenan-Listed Deposit Money g;Js. 'Pyrex 
Jo)rnal'of Taxatiort and A"rrur;i;;

_ Mattagemettt, I (l ), I -g .

oyejide, T'A' & soyibo, A- QaaL).corporate Governance in Nigeria, paper presented at the conferenceon corporate governanc e
Paugam, L' aadcas,ta, J' F. . qa:.5)-.Ioint audit, Game Theory and Impairment-testing Disclosures.International Jounrul ofAuditing, Vol. 9, pp.Zl _44 .
Ratzinger-sakel, N',&.5:$ryn, l. qioni- silE; over Joint A,dir. Jourtrul of Accourtting andEconomics, 4 5 (2-3), 35A457 .

Ronen, J' & Yaari, v' (2011). Earnings Managenrcnt; Enterging htsiglis i, Tlteot1,, practice, andRe s earch.New york Springer.
Ross, S' (1977),lhe Determinutli" of capital structure: The Tncentive signaling Approa ch. BellJournal ofEconom ics, 40.
Roychowdhury, s' (2916) Earnings 

[u11s-.1r_.nt through real activities manipulation. Jourrml of
Sarah'Y' & Mohamed, s' (2018). The iri..t orauait Quality on Earnings Management in Developing

-C-ountries: ln9!.ase ofEgypt . htternational ReiearchJournal ofApplied Fir**ce.Tareq' M' A' & Abdullah, M. A. - Qan)- the.hnpaci or-auoir eualiry on rhe r,^ i"i?managernenr:Eridence from Manufacturing Firms in Amman stocki*.lrurrj" .7*urnorTinot jrir"ri ,fIrtanagementandAppliedSaeTie,i_iZ. ' -
wallace, w A' (i980)' Error Characteristicsln Audit Populations: Their profile and Relationship toEnvironmentar Factors . A_uditing: a Jourrtar of proitirn a rnrri'irriil.
\tr/atkins, A-L." Hillison, 'w. & kIorectft, s. E dolqj-;"ait euatiry: A synthesis of rheory andEmpirical Elidence. -ro uraar afAccouttti*g Literetut e,I 53- I 93.zgarnr,I', Hlioui, r' * !e{i,-F. - Qan Audi;a; 

^iity'.ia**1rrg, Management in the Tunisiancantext.Intenmtional Journal oficcounfinj and"Fi.nanciat a"firta,T1z1, tl -zs.

2 October/Novembet; 2 0 I 9
Page 110


