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Abstract
Incessqnt widespread of corporate financial scandals has been matters of concern anxong

iirpirro, stakiholders. fnii has bLen largety attributed to unethical accounting practices

o"rlos;: the globe in the last decade. The management's unethical deals have cost tlte investing

iiUtn, seri"ous financial losses amounting to iveral bitlions of naira' This study examines the

'r6""t 
"y 

traid characteristics and Jinanciat reporting quality of listed manufacturirtg

companies in Nigeria. Ex-post facto iesearch desigtz wis usecl with suoport of p-anel-data'

it e'foputrtion i7 tt 
" 

study wai the totality of one iundred and eighty-four (184) listed firms

)n ,n, Nig"rian"Stoci Ex"hongu. The satipie size was fortylltee (4i) listed manufacturing

contpanies in Nigeria. The dia were coliectud fi"onz iucordory soto"ce tlrough the annual

repirts of listed manul*trring firnts on 
-the 

Nigeria Stock Exc.hange frory 2007 to 2017'

Descriptive statistics iot n*f,[ryed and statistically analysed using ruultiple regression

inotyrir. Result of the study siows that board expertise had a positive significant ffict with

financial reporting quality'of ttte listed manufactiringfirms in Nigeria (t : 4'010, p < 0'001)
"at 

5% ,ignffira,ri ievel.'Tie study concludid that board expertise ffict financial reporting

iuotfry iJ it u tirrca manufacturiig firms in Nigeria' The stufut therefore recotnmended that

tltey should increase the proportiii of expertisi in the board in order to enhance the quality

offinancial rePorts.
Keywords: Board independence, Board diversity, Board expertise, Financial Reporting

" 
auality, ListeC matrufacturing firms, Nigeria'

of notable firms in the world such as Effon,
WorldCom in USA in 2001, Farmalat,

Lehman Brothers in 2008, One Tel's in

Australia, Barclay Bank in UK, Polly Peck,

Tyco, Cadbury and MTN in Nigeria to

mention a few, together with their respective

extemal auditors have raised dusts on the

integrity of the profession (Cortese, 2009;

Monem, 2011).
The huge and embarrassing

corporate failure and high profile frauds. in

the last two decades have called to question

the integrity of the accounting profession

1.0 INTE.OBUCTION
Unceasing unethical accounting

practices and compliance has been a major

lor".* across the globe in the last

decennium. In recent years, u'idespread

moral lapses and corporate financial

scandals have brought the issue to the

forefront. The global debacles on the

accounting profession have impeded the

conltdence of users of accounting

information. The fall of the so-called too-

big-to-fail firms, evidenced by the collapse

J:r



both within and outside the country, leading
to increased demands for ethics within the
auditing professioa. Ever since then,
researchers have cielr,ed into knowing the
main reason for the failures of thesJ big
firms, and have attributed it to low ethical
standard (Ogbonna & Ebimobowei, ZAIZ:
Enofe, Edemenya & Osunbor, 2}1fl;
Aifuwa Embele, & Saidu,2018).

Consequently, corporate regulators
in different coun&ies usually adopt the use
of specially designed codes to facilitate the
regutraiion and control of the firms and their
behaviours with a view to attaining good
corporate govemance (Damagum & Chima,
z0lq. As such, regulatory bodies have been
setup in different parts of the world to- oversee the practice and the conduct of the
auditing and accounting profession. For
instance, the Intemational Federation of
Accountants (IFAC) has continued to
maintain the formulation of auditing
guidelines to enhance the reliability and thI
integrity'of corporate financial ."porting. 

.The enactrnent of colporate
govemance regulations has ptaced
significant importance on the financial
reporting qualrty. Corporate govemance has,
therefore, received a considirable attention
in the literafure. Similarly, the corporate

. govemance systems of modem corporation
has been placed under close scrutiny in the
Iast iwo deeades due to global scandals in
big global businesses such as Enror5
WorldCom in USA in 2001, parmalat,
Lehman Brottrers in 2008, One Tel.s in
Australia, Earclay Bank in UK, polly peck,
Intemational News Corporation, Tyco,
Cadbury and MTN in Nigeria, u-o"g
others, in the last two decades (Cortese,
20A9; Monem, 2011). Each round of
corporate scandals over the years sets off a
fresh round of debate and corporate
goverrrEmce enhancements. For instance, the' Asian financial crisis in the late 1990s led to
the focus on insider trading; E**-*a
WorldCom scandals brought the role .of

audit committees and external auditors and
board independence into focus; anC the
collapse of Lehman Brother led to the focus
on executive remuneration (Cgechie &
Koufopouies ,2010).

Several attributes create good
corporate govemaace, but the most
important of them is the Board of Direotorc
(Salieh & Ottrman, 2A1q. In fac! at the
heart of corporate goveflrance reforms and
enhanc'ements is a common interest in the
effectiveness of Board of Directors.
Ho'we\rer, the scandals that halrc caused the
global financial crisis have been biamed on
the ineffectiveness of corporate board to
discbarge its management oversight role.

|{1nce, the coqporate board failed to rightly
influence the corporate policy decisions, in
such areas as voluntary disclosure of
information, financing (capital structure)
and eaming management @lghuweel, 2015).

Expectedly, a quality financial
report should be a product of the
effectiveness of an unbiased set of,
independent directors. However; the
alarming rate of poor financiil reporting
quality cast doubts on this expectation to tG
extent that investor confidence has been
eroded due to the low quality of information
made available in corporate reports.
Emanating from the problem of dirJto;t
independence is the issue ofboard diversity
(gender and nationality). Conventional
boards are dominated by male directors with
Iittle or no preference given to the female
directors.

Hofstede (1980) rightly nored that
femininity stands for modesty and good
quality of life while masculinity seem"s to
focus on material success making male
directors vulnerable to manipulation. This is
evidenced by the collapse of several
companies with male representation.on their
Board of Directors. The impiication of this
is that the confidence of the public in
companies without female directors is
threatened as male directors prefer material

JJ

Mubaroq Sannii Abdutrasaq Muitapha & Saidu lfusa



Board Characlerislics and Financial R,

success to quaiity of financial repofis
(Hofstede, i980).

Finally, majority of the directors in

the board tend not to have adequate

expedise as shown in previous corporate

scandals. Expertise such as academic

qualifications, professional qualificatioirs,
age and experience etc. These problems in

the past have drastically reduced the

confidence in financial reports by users of
such financial information. The implication
is that tlie appointment of 'financial experl
who is not an accounting expefi as part of
the professional accountant could lead to
low quality of financial reporting as he has

no understanding and basic knowledge of
the content of financial statement, making
him iess like1y to identify any errors or

manipulations in the financial statement.

Therefore, this study investigates

the effect of board characteristics and

financial reporting quality of listed firms in
Nigeria. In order to achieve this, the

following hypotheses in their null forms

were tested.

Hor: Board independence has no significant
influence on financial reporting quality of
the listed manufacturing companies iir
Nigeria.
Ho2: Board diversity does not sigiificantly
impact on financiai reporting quaiity of tl-re

listed manufacturing companies in Nigeria.
Hog: Board experlise has tro significant
impact on financial reporling quality of the

listed manufacturing companies in Nigeria.

2.0 LITERATURE REVIEW
Conceptual Review

The phrase "board characteristics"

is a biend of two concepts: board and

characteristics. The fonner board of
directors (usually referred to as the board) as

stated in 3.334 (1) of the Companies and

Allied Matters Ac.t 2004 (as amended), is

vested with the duty of hiring managers and

administering the activities of the

organization. The latter meal1s a typical or

noticeable quality of someone or something.

Therefore, board characteristics can be

defined as one internal corporate govemance

mechanism, which expatiates on the features

of the board. The characteristics of the board

includes size, independeuce, diiigence,

diversity (age, gender, nationality, expefiise,

educational and functional background), and

committee structure (Anderson, Mansi, &
Reebi.2A0q.

The administrative activities of the

board involve the duty of overseeing and

monitoring the orgatrisation's financial

reportirrg process (Anderson et al., 2004).

They meet at scheduled time with the

organisatiou's accountant and extemal

auditors to review financial statements. audit
procedures and the internal control systeln

(Klein, 20OZ), as well as improvirrg tlte
organisation's performance effectively and

efficiently. Hennalin and Weisbach (2003)

saw boards as market solution that helps

mitigate the agency problems that befall

rnost organisations. According to Jenfa

(2000), the board is responsible for a

company's itrternal control systems and has

the ultimate responsibility for the operation

of the company.
Boards define the rules for the

Chief Executive Officer regarding lriring,
firing, and compensation plan and provide

higli ievel advice. Vafeas (2000) saw

boards' duty as n-rainly responsible for
monitoring the quality of information
contained in financial repofts because

lnanagers often have their ou'n interest and

incentives with regard to managing earnings

and potentially rnisleading stock holders.

Akeju and Babatunde (2017) oPined

that a board characteristic which is an

internal corporate goverllance mechanist.t.t,

improves financial reporling quality in arl

organisation. D'onza and Larnboglia (2014)

assefted that a board characteristic is a

unique monitoring mechanism for detecting
and correcting financial statement fraud' The

unique feature of the board makes it difficult
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for accountants in an organisation to a ftnancial statement to be regarded as
perpetrate and conceal a financial statement possessing high quality attribute] it must
huuO. CoH"n, Krishnamoarthy and Wright have presint auttr.nti"/ g.nuine information
Q004) arguedthal one of the most important about the economic p.iior*unr., financial
funcfiol'ts ol corporate governance (both positior and the activities oi the business in
internal and external mechanisms) is to reiation to its cash flows generation with the
ensure the quality of the financial reporting main purpose of informing the shareholders
process- This argument was supported by and other stakeholdis that have
My'ring and Shortridge (2010). Ilaboya and relationshlp/ interest in the financial
Lodikero Qafi) reiterated that it is reponing of the organisation.
imperative that the board shor.rld have some Martinez-Ferrero, Garcia-Sanchez,
level of integrity and objectivity in the and Cuadrado-Ballesteios (2013) also
prucess of carr5ring out their duties diligently defined financial reporting quality' as the
and also be confidential in matters relating faithfulness of information 

-conveyed 
in

to the board' Fathi {2013) assefied that the furancial reporting process. This d#rnitiol
quality of financial information is positively mainly focused on"1he financial aspect ;a;;
related to the quality of tlie board and organisation. Pinancial statements of firms
quality of the ownership structure. This at the end of a financi al year should have
study critically looked at three board some element of truth in ii. Therefore. it is
characteristics -independeltce, diversity imperative that the financial reports of firms
(gender diversity) and expertise. should be of high quality ,o ,, to in...up

Mustapha & Saidu Musa

The financial statement of any finn the confidence of the useis.
i-s expected fo hayg flre,required qualitative - Beest, Draarfi and Boelens (2009)
attribules as stated by intemational financial asserted that financial reporting quality
reporting standards which include relevance, could be assessed directlv; it couia Ue
reliability, comparability and timeliness. The measured using accruals model, value
financial statement should always depict the relevance modeli, using specific elements in
detailed information about the ecbnomic the annual reports and" operationatlsing tfre
perfonnance of firms (in terms of income qualitative "tluru"t.rirri.;:;il;;;;;;;;statement), the statement of financial and Lang (2008), Schipper and Vincent
position, statement of cash flows, and (2013) aa 

-con# 
et ai.'1zoo+) reiterated

statement ol-changes in equity (lAS l). This that it could be indirectly meaiured using
is to ensure that the information provided is eanrings managenrent, financial restalerretlts
of high quality. and timeliness.

Verdi (2006) defined financial The method of operationalising rhe
reporting quality as the exact manner in qualital.ive characteristics of i-rnairciai
rvhich it shows l:rfcnaation as regards a repofts couid also be cailed the International
business activity as it reiates to iis Accounting Standard Board (IASB)
anticipated cash flows, with the airn o[ qualitative nrodel. Kythreotic iZO f +)
informing the shareholders about a ob..,.,.d that the qualitaiive characteristics
cornpaily's operation. Financial repofting are divided into fundamental characteristics
quality is the degree of which financial and erhancing characteristics.
statement provides us with infonnation that The fundamental characteristics are
is flir a-nd authentie about the financial designed to separate the inforrnation or non-
position and performance of an enterprise useful and/or misleading information

91,rg, 9!* a zhijun,2008). It could be (Kyrhreotic, 2ot4). T}r" enhancing
deduced from the definitions above that for chiracteristics as defined by IASB (200g)
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Effect af Board Clearscteristics at?tl Financial Reparting Quality

cannot alone determine the quality of
financial reports, so the fundamental
characteristics is key to determining the
quality of financial reports. The enhancing
characteristics are relevance, cainparability,
timeliness, understandabilitv, faithful
representation and verifiability.

Financial statement is relevant
when the information in the financial reporl
can assist users in evaluating, correcting and

confirming past and current events as well
as influencing their economic decisions
(Beest et al., 2009). Relevant characteristics
mean that the financial statement can

influence decisions of users. More so, the
information in the financial report must
possess the attribute ofreliability in order to
make it useful for decision-making.
Information is said to be reliable when the
information is free from material
misstatement and biasedness and its neutral,

verifiabie and fuithful representation of the

entrty (Cheng, Evans &Wrigh| 20i0).
Another attribute of financial reporl

is faithful representations. This means that
the financial report should reflect and

represent the real economic position of the
financial information reported, that is the
information must show high level of
objectivity and balance. Faithful
representation feature asserts that financial
statements should present faithfully and
economic event devoid of manipulations.

Fufihermore, another critical
attribute that is required of a finarcial report
is comparability. According to Beest et al.
(2A09), comparability requkes that the same
or identical situations in two events should
be reflected by identical accounting facts
and figures while different events should be
reflected by different facts and figures in
such a way that the information
quantitatively reflects the differences in a
comparable and easily interpretable manner.
Comparability is, therefore, the concept of
following users to ccmpare financial
statement in order to (assess the economic

performance, financial positicn and cash

flou,s of the finn) allow users to compare
financial report across time and among other
companies in the same period.

Timeliness enl-lances the quality of
financial reporting as it shovrs that the
information provided must be available to
decision makers before it loses its good and

powerful influences. It is evaiuated as the
differences between the year-end and the
issuing date of the auditor's report (Beest e/
aL, 20A\. When this is reieased on time, it
should be understandable. For a financiai
report to be understandabie, it must be able
ta pass across effective information because

the better understanding of the information
from users, the higher the quality it will
possess (Cheng et a|.,2A10)

The Theoretical Framework
This study presents agency theory

as a theoretical framework. The agency

theory was propounded by Jensen and

Meckling in 1976. Since then, it has been a

widely used theory in the field of
management and social sciences (Ezelibe et
al., 2017). This theory explains how the
separation of ownership and management in
most large companies allow administrators
not to assume the financial burdens of their
decisions, and also the relationship that exist
between them in an organisation. The
separation of ownership and control of a

company appears as a triggering factor for
the probiem of agency. From agency point
of view, the benefit of robust govemance
arises from the necessity to reconcile the

management's interests with the interests of
other key stakeholders in an organisation for
the purpose of minimising agency cost and
improving effectiveness in financial
reporting.

Agency conflict is exacerbated by
the problem of information asymmetry and

Accounting. Nevertheless, agency theory
can contribute to a company's corporate
governance mechanisms by providing useful



information to decision makers and thus
rcducing inforrnation asymmetry and the
impact of agency conflicts (I.opes, 2A0q.
Tke tb,eory also states that in the presence of
informarion aslmmetry, the agent is iikely
ts pursue his personal interest that may
negalively atfeci the owners of the
organisation (Sanda, Mikailu, & Garb4
20as).

The agency theory advanced two
main confiicts: How to aiign the conflicting
goals of the principal and the agen! and how
to e*sure that the perfonriance of the agent
is in tandem with the expectations of tlie
manager. The solution to either of these
agency problems is to ensure that executives
or managers act in the best iirterest of the
owners by increasing the amount and quality
of information available to the principali
and making senior executives part owneri of
the firm through their compensations
pacl<ages (Watts & Zimmerman, l9g3). To
this end, the featwes of the executive,s
managers (board) tend to be of paramount
importance in order to avoid these agencies,
oroblems highlighted. Some of ,their
features are size, independence, diveisitv.
diligence, expertise, and so on. ffreie
features of the board are assumed to
improve the quality of financial reports in an
organisation, which will in turn Iead to
improve the confidence of the stakeholders
ofthe organisation.

earnings mallagement. The study
recommended the strengthening and
independence of board as well ai UoarC
expertise by appointing more independent
board members and expe*ise.

D'onza and Lambogtia e}l4)
examined the relationship betwein corporate
govemance characteristics and financial
staternent &auds in ltaly using logit
regression ana$sis. The researeh 

"ou"* 
u

period of 11 years (20C1-Z}tt). The
research evidence showed a significant
posiiive relationship between cotporate
govemance chaiacteristics and financial
reporling fraud in Itaiian contexl.

Gois QAlq investigated the
furancial reporting quality arrd corporate
govemance of Portuguese firms of the non_
financial companies Iisted on the portuguese
Stock Exchange and pertaining to the pSI 20
Index, for the period between 2005 and
2009. The data was obtained from annual
reports issued by these entities. The study
obtained 82 observations, which representei
almost the whoie univerie ..pr...nt"d. Th*
nu4ber,of non-financial companies anall.sed
is 17 and study used tlr" multivariate
regression model. The research evidence
showed that board composition changes and
its degree ofindependence does not produce
any influence on the quality of the
accounting infonnation in po*ugal.

_ Kusnadi, Leong, Suwardy, and
trang (2015) exarnined three characleristics
(independence, experfise, and overlapping
membership) of audit committees ana iiieir
impact on the fuuncial reporting quality for
Singapore listed companies. The *ui"
finding of the study was that financial
reporting quality will be higher if audit
committees have mixed expertise in
accounting, finance and/or supervisory roles.
In addition, the study did noi frnd evidence
that incremental independence of audit
committees enhances financial reporting
quality because audit committees atreaO!
consist of a majority of independent

Ernpirieal Review
Alves (2014) Iooked at the effect of

board independence on eamings quality in
lgrtugal using Portuguese listed companies.

lhe ^study 
leaned on the Agency theory as

the framework for the study. TLe ordinary
least square and two-st4ged least ,quu."
were used as the inferential statistics. The
study found out that those independent

loard members and board 
";p;i;;improved eamings quality by reducing
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dis*ctcrs; aiso, t*rey faileC to find any impact
of averlappiag merabership on audit and
rerrunEration cornrniftess on financial
reporliag qaailty- Based on the result, it was
t&* slxdy reco:nr*esded that these results
har"* p*Xicy implicalions on improving
ccrpora:e g,oveflia:rcc effectiveness in terms
oi tinrntiai reporting quali-t1,.

Cook and Glass (2015) examined
dae effect cf efh*ic nninority board members
on firm perfomaasrce in the United States of
A*redc4 as defined by corporate
g$l'ernan€.e and product development/
i;:no','ation rneiisures. Using panel data
aenb'sis H/ith time and flrrnlevel fixed
ef;fe$s, fiey found a positive relationship
hcfs'eefi diyerse board and effectivl
go uemafi ce and product development.

Xarakanamage Qfii1) did a study on.
tfte relationship between board
characteristics and eamings management
using Sri tankan listed firms in Indla. The
ordinar5, Ieast square was used to examine
ltrEe eftet of board on earnings management
for a sarnple of 150 adjust# air"r.Tioru,y
acffuals model. The study revealed that
board financial expertise had a significant
and negative impact on earnings
naanagernent Kiankana:nage (2015) made a
submission that board expertise significantly
414 neqatively affect hnancial'reportin!
quality using eamings managem*ri * u
meas!.Lre.

Firoozi, Magnaa and Fortin e016)
the effect of,board diversity and

finaficial reparting q':aiity using listed
Cas:edian fimrs fr*s: 2CIS8 to 2012. The
study used &h,,o dirnensions of board
div'ersi$,' qgeograpiey and gender), while
ftnenciai reporting qualiq, was measured by
tfoe level of abnorrnai accruals and
resria[emeilts. The result of the study found
thal tiasre was no significant relaiionship
betrveen board 'g"ndrr and financial
rrepoming quatrity. The findings also
suggested that finns-specifics effect from
boryd dir,ersity diflbred and were

conditional upon the facet of the diversity
being considered.

Andrew, John, Dhaliwal and James
(2017) examined wherher executive (CEO
and CFO) characteristics contribute to
financial reporting quality in the United
States of America. The study employed
Census Bureau as pafl of the much larger
American Community Survey (ACS), which
has been performed in every non-census
year and involves collecting responses from
a sample of the population frorn each MSA.
The results showed lhat board of
independence and board expertise improved
financial reporting quality. The results aiso
stated that high-quality employee (executive
directors) can improve the firm's financial
reporting environment in at least two ways.
First, they can provide superior information
as inputs to executives' reporting choices.
Second, high-quality employees can identify
and uncover intentional financial
misreporting.

Ciavarella (2017) explores rhe
relationship between board diversity and
firm performance across Errrope for a
sample of cornpanies listed in Italy, France,
Germany, Spain and the United Kingdom.
The study considered different dimensions
of diversity, both demographic (gender, age
and nationality diversity) and cognitive or
non-observable (diversity in directors,
experience and education). The study
focused on diversity of both the entire board
and its executive members only. The study
did not find a significant relationship
betra'een finns' performance and board
diversity. However, when considering
female directors alone, results showed that I
finn where female directors are more
represented had better performance than
others. As for cognitive diversity, results
indicated that performance increased u,hen
directors had a longer tenure.

Josd Garcia and Begoira (2OlB)
conducted a study on Boards of Directors
with specific references to their composition



and effects on the performance of firms in
Spain. The study used sample of all those
non-financial companies listed on the
Spanish Stock Mark-els Interconnection
Sysiern using the period from 2010 b 2Ai.5.
Tobin's Q and correlation matrix rvas used
for analysis. The findings showed that there
was a negative and significant reiationship
with the board's independence and
performance of the firm, while board
expertise had a positive significant
relationship with performance of the firm.
This implies that there was a high degree of
compliance with the recommendations of
the Good Governance Code, and suggested
that the performance of the "drir;; ;;;monitoring functions were factors that
detennined the composition of boards.

Mohammad and Philip (2018)
couducted an empirical szudy on the effect
sf board composition on the informativeness
of financiai reporting quality in Malaysia
from Nigeria Usiag data on 576 Nigeri4n
firrns between 20ll and Z}fi to examine
the relationship between board composilion
and f,rnancial reporting quality. The study
underscared tl:rat 'the independence
cornponent of board composition was
twofold: non-executive directors, and
independent non-executive directors. The
study employed multivariate regression. The
results found that the proportions of the non-
executive directors as well as that of the
independent non-execu{ive directors had a
negative and significant relation with
abnormal accruals. This iir turn irnproved
the quaiity of financial reporting.

Tomisiava, Ana and Mirjana (2018)
assessed the impact of board gender
diversity and size on the performance of tne
insurance companies in iroatia. The study
used data on all insurance companies in
!19atia operating betrveen the piriods of
20A71013. The analysis was conducted
using dynamic panel model. The result of
the findings indicated that gender diversity
was negatively influenced by the number of

members of the board of directGrs. Gender
diversity at the top positions is not critical
for financial success. Specificalll,, it r'-'a:
established that ra'omen acting as presiCanis
of supervisory bcard rieteriorate insuret's
performance measured by return on ass:-ls
(ROA). This is also the case when mcra
womerl are present in the board of direcio:s.
Abu, Okpeh, Arumona anC Ucherina (2016)
investigated the infiuence of Boerd
Characteristics on the.Ffu;ancial Peri*rnaftce
of listed deposit money barl.s ia Trligeria fui
the period of 2AA52014. The total number
of listed deposit mone]' banks as at 3ls
December, 2014 rvas seventeetr (1?) ouu of
which a sample of fifteen (15) u.ere used for
the stud1,. The sfudy categoricalil- examined
whetl-rer board characleristics (proq, b5'
board independence) had an;.. influense on
the performance of listed Depcsit ldoney
Banks in Nigeria. The study adopreci
multiple regression technique as a tocl of
analysis and data were collected froru
secondary sourees through tire annual
reports and accounts of the sampled banks.
The findings showed that executive director
and independent non-executive director had
no significant impact on banl.-s' performance
in Nigeria.

Onurah and Imene QArc) evaluated
the board independence on the ler.el of
performance of some selected cornpanies
ranging from commodities, bre\4.er1',
banking, oil and gas and beverages in terms
of, corporafe governance measure in&ctors
on the firm qualiry. of financial reporring in
Nigeria. The data u'ere coilected from 2b06
to 20 15. Econometric analysis was
conducted and the result of the stuay fuuna
that the correlation among corporate
govemance indicators of board structure
(size and independence), audit quality (audit
commiffee size, the quality of exlemal audit
as measured by the presence of an auditor
among the big-4), board experience (i-e-
experience) and financial reporr.ing qualitl'
was 93.47%. However, independent
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directors on the board of firm
(independence) and audit quality (audit
committee size) negatively affected financial
reporting qualrty measured by the

discretionary accruals of firm. The study

recommended that there should be greater

focus on corporate govemance indicators so

as to bring about global standard financial
reporting in the Nigerian emerging market
for investment oppornrnity.

Muhammad, Ayoib and Noor
(2016) examined the impact of female

directors and financial reporting quality
using all listed non-financial companies in
Nigeria. The study employed the ordinary
least square in analysing the data and

adopted McNicholas modified Dechow and

Dechiv (2002) model to proxy financial
reporting quality. They found that board
gender diversity was statistically
insignificant but positively associated with
the quality of financial reporting. The study

recommended a proportional increase of
women in the board in addition to regulatory
changes. Specifically on gender diversity,
the conventional make-up of the board
globally did not easily support the linear
ielationship between gender diversity'and
financial reporting quality, as the male
gender in the boardroodr always supersedes

the number of their female counterparts
(Ilaboya & Lodikero, 2017).

Recently, Akeju and Babatunde
(2017) documented that board independence
positively and significantly influenced
financial reporting quality. Hou'ever, the

indecisive position of the relationship
between board independence and financial
reporting quality calls for great concem.

Akeju and Babatunde Q0l7) investigated

corporate govemance and financial reporting
qualrty in Nigeria. The study was done using
a sample of 40 companies listed on the

Nigeria Stock Exchange (NSE) from 2006 to
2015. The relationship betrveen corporate
govemance mechanisms (board

characteristics, audit committees, board

independence, board size and growth) and

financial reporting quality rYas observed.

The results of the multiple regression

analysis were statistically significant. The

findings ofthe study revealed that corporate
governance improved the financial reporting
quality in Nigeria.

3.0 METHODOLOGY
For this studY, ex-Post facto

research design was used with support of
panel data estimation. The population of the

sfudy was the totality of one hundred and

eighty-four (134) listed fiIms on the

Nigerian Stock Exchange as at 31" Dec,

2017. The sample size was forty-three (43)

listed manufacturing companies in Nigeria;
only 37 companies was derived for the

secondary data (listed manufacturing finns)
due to non-availability of data for the period
of the study. The data were collected from
2007 to 201'7. Descriptive statistics of the

variables as well as multiple regression

analysis was carried out to assess the

relative predictive power of the independent

variables of board independence, board

diversity and board expertise on the

dependent variable which was financial
reporting quality.

The model for this studY was

adopted from Onurah and Imene (2016) with
little modification. The model was used to
identiff the direct association between

Colporate Governance Mechanism (both

internal and extemal) -as independent
variable which could determine quality of
financial reports as approximated by the

discretionary accruals as used in extant

literature. The model was stated as follows:
FRQnru-it: Fo+ B1BII.{D;1 + F2BDryit
+B3BEXPil+F+AINDr, + FsFSZEit +
s;p.......(iv)
Where:
FRQrrur-i,= Financial Reporting Quality as

measured using Eamings Management
(Discretionary Accrual s);
p6: Constant;
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BIND : Board Independence;

BDIV = Board Diversity;
BE)G: Board Expertise
AIND : Auditors Independence;
FSZE= Firm Size

9t, 9z 9s : Coefficient of exPlanatory
variables
Tabte i.1 Measures of Variables

FRQer't Fi*lt'cia1;
reporting
quality

Dependent

e: Standard error
i: Cross sectional (Companies)
FTime Series
A priori expectations in line u'ith extai:t
literature to be p1, 9z>A,fi2,9t<G

Measured by use of
accruals quahfy as aprorT
for financial reporting
which equals chauge in
current assets - change ia
cash - change ia current
liabilities + change in
short term debt-
deprecialion) /scaled by

eq1Fr,r.i,:t I t:... ::tr .j:.r
Dschsw et a!",
1995), Kotharie,
al.,{2AA$

total assets
Board
Director's

Ratio of non-executive lilaboya &
Independent directors to the Lodikiro efr17)

's board size
EilIV Board diversity Independent p@ i1l ri:+rzq,& i n:] i : --rr.

BEXP Board
Expertise

the-bcaiC
Independent Use irf dummy variable i

for exped, otherwise 0
An expert in the board
must have both

Kankanamage

{2A15)

educational and
professional
qualifications with 5
years' experience in
financial matters

i',t'r: A measure of Control
auditor's

Ratio of audit fee to
company's revenue

Ilaboya & Ohiokha
(2014)

f: i. l,L Firm's size Conhol Natural log of company's
fotal non-current assets

Source: Author's Compuration (201 9)
4.S RESULTS AND DISCUSSION OF F''II{DINGS
Resulfs of the Frelimiuary and Basic Analysis

Tai;ie + Statistics .for Secondary data
BiV, ':.,,:,

-0.0586 G.6528 0.1052 0.5784 0.0*9i i.*1i!,
I\zi.61r'n 0.6667 0.1000 1.0c00 0.sc i4 5.9S58
Maximum 2.25!13 0.8689 n.:c rd 1.0cc3 0-1175 1il.C;5i
Ie{ininium -2.7922 4.2727 s.c0c0 c.0ilc0 0"0330

g5{, Y*ribb}*g:,,,,'S+ftiittos
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(i <JCs ii,t57i a 1';{)a 0.4952 0.0224 1 .00 16

Si.:*lL'rre ss -0.7384 -4.8746 t.4593 -0.3174 ? ?(r, 4.2747

Kurtcsis 3.174A 3.6248 1.1 008 1 L:.' a a tAaa

Jarque-Bera ?,22.4124 23.8093 38.2652 30.9116 1193.744 3.3107

8.{}i** 0.00c0 a.{iiic-z 0.0000 0.i910
4{-t?

Soarce: .{uthor's Computation (2019)

Table 4.1 shows a descriptive
statistic of variables of, the secondary data
used in the study. From the listed
manufacturing firms investigated the
discretionary accruals @A) which was used

tc proxy financial reporting quality had a

mean vaiue of -0.0586 rvith minimum and
r:raximum values of -2.7922 and 2.2543
respectively, and the standard deviation of
0.5795 u,hich is high and above the mean,

suggesting that discretionary accruals (DA)
investigated do not exhibit a considerable
clustering around the mean. The mean of
board independence (BIND) stood at

0.6528. This implies that an average of
about650/o of the directors in the boardroom
investigated were independent (non-
executive directors). This is also with
minimum and maximum values of 0.2'727

and 0.8889 respectively, and a standard
deviation of 0.1578 which is lorv. This
suggests that board independence (BIND)
investigaled exhibits a considerable
clustering around the mean.

The mean of board diversity
(BDIV) stood at 0.1052: This implies that an

average of about llo/o of directors' present
in the boardroom are female, having a
minir:iurn and maximum of 0% a*d 45o/o of
female directors in the boardroom
respectively, with a standard deviation of
0.1209, which is high suggests that board
diversity (BDIV) do not exhibits a

considerable clustering around the mean,

and further exposes the unequal distribution
of the female directors in the boardroom.
Invariably, the mean of board expertise
(BEXP) stood at 0.5784 for periods
investigated; this implies that about 58Y" of

directors in the board had both professional
and educational quaiification with five
years' experience. tr\rith standard deviation
of A.4952 which is suggests that board
expertise (BE)C) across periods

investigated do exhibits considerable
clustering around the mean.

The control variables introduced
were auditor's independence (AIND) and

firm size (FSZE). From the firms
investigated, auditor's independence
(AIND) had a mean of 0.0091 with
minimum and maximum values of 0.0000
and 0.1175 respectively. The standard
deviation stood at 0.0224, which was above
the means suggests that board independence
(AIND) investigated do not exhibit
considerable clustering around the mean.

The mean of the firm s:z,e (FSZE)
investigated stood at 7.0114 (that is about
NTBillion), having minimum and maximum
values of 5.1715 and 10.0053 respectively
with a standard deviation of 1.0016 which is
Iow suggests that firm size (FSZE)
investigated do exhibit considerable
clustering around the mean.

Furthermore, the Skewness and
Kur-tosis shows rvhetlter there is an)'

deparlure from nonnality itt the series. The
Skewuess statislics which suggests that our
data was positively skeu'ed, aud the kurlosis
which shou,s the peakedness of the
distribution was mesokurtic in nature. This
is in line with Peck, Olsen and Devore
(2008) threshold of (-3 to 3) range of
detemining normality of a distribution
using Skewness and Kurlosis. To further
strengthen this, the Jarque-Bera statistics,
test of normality was statistically significant
for ali variables at 5Yo (JB {Prob.}<0.05)

I
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except firm size (FSZE), implying that the
series is normally distributed (Studenmund,
zoaq.

Regression A:laly'sis
T able 4.2 Regr e s s i on rn o de I

BiND
BDiV
BEXP
AIND
FSZE

1.0691
-0.4492
0.5564
0.51 16
.6.2767

-0.7614

1.1997
1.0496
4.7459
8.1276
7.4282
0.i285

4.8912
-0.4280
0.7460
4.0101

-0.8450
-1.2560

43744
4.6693
0.4569
0.0001
0.3996
4.2112

Cross-section fixed (dummy variables)
Period fixed (dummy variables)

R-squared
Adjusted R-squared
S.E. of regression
Sum squaredresid
Log likelihood
F-statistic
Prob(F-statistic)

0.4101
0.2029
0.s334
39.5416
-119.17 59
1.7380
0.0079

Mean dependent var -0.0586
S.D. dependent var 0.5795
Akaike info criterion 1.7922
Schwarz criterion 2.5929
Hannan-Quinn criter. 2.1167
Durbin-Watson stat 1.7793

Source: Author's Computation (2019)

Based on the result in Table 4.2. the result of
hypothesis one shorvs itrut board
independence was not statistical and
significantly related to financial reporting
quality u,hich yielded T (1,184) : -0.45, Bl
=-31 ,2 i. p 0.6693 ar 5% Ie vel of
significance. The result, therefore, leads to
faiiure to reject the nuil hypothesis of no
significant influence of board independence
on financial reporting quality of the lisred
rnanufacturirrg companies in Nigeria. This
inrplies that board independence does not
affecl finaucial reporting quality of the listed
manufacturing firms.

In relation to lrypothesis two table
4.2, shows that board diversity was
slatistically insignificant related to dnancial

reporting quality which yielded T (1, 184):
0.750, B2 =0.56, p = 0.4569 at SYo level of
significance. This implies that board
diversity does not affect financial reporting
qualiry of the listed manufacturing firms.

For the hypothesis three, table 3,
revealed a positive significant relationship
contrast to earlier results, the results shorvs
that Board experlise was statistical and
significantly related to financial reporting
quality which yielde d T (1, I 84) = 0.401, P3:0.512, p 0.0001 at 5% level of
significance. The result therefore leads to
failure to accept the null hypothesis of no
significant impact of board experlise on
financial repoflirrg quality of the listed
manufacturing companies in Nigeria. This
implies that board expemise affect financial
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reporting quality of the listed manufacturing
firms.

The summary of the statistics also
shows a coefficient of determination (R-
squared) of 0.4101 implying that over 41Yo

of the systematic variations in dependent
variable (financial reporting quality as

proxies by discretionary accruals) were
expiained by the independent variables used
in tire model, while abaut 59a/o were caused
by variables not depicted in the model.
Similarly, the Adjusted coefficient of
determination (Adjusted R-squared) rvhich
stood at A.2029, suggests that over 2AYo of
the systematic variations in dependent
,ariable was explained by the indeper-rdent
vaiables, while about 80oZ was caused by
variables not included in the model but
captured by the standard eror of the
regression, S.E : 0.5334. The overall F-
statistics (goo(ness-of-fit test) capable of
prediction stood at rq (1, 184) : 1.74, p
:0.0079, this implies that all of the slope
coefficients (excluding the constant, or
intercept) in the regression are zero and
statistically siguificant at 5yo. Also the
Durbin-Watson statistic of (1.78) indicates
the absence of autocorrelation since the DW
statistic is substantially close to (2.00)
(Studenmund, 2000).

Discussion of Findings
Based on the result shown in Table

4.2, the first objective and hypothesis of the
study assess the influence of board
independence on financial reporting quality
of the listed manufacturing companies in
Nigeria. Board independence whicl, had an
insignificant effect on financial reporting
qualrty of the listed manufacturing
companies in Nigeria as indicated by
coeffrcient of -0.4492, (t = - 0.4280, p-
value> 0.6693) showed that there was a
negative, insignificant effect between board
independence and financial reporting quality
at0.05o/o level of significance. This result is
consistent with the findings of Gois (201$;

it however sharply deviates from the
findings of Alves (2014), Hoitz and Nieto
(2A14), Akeju and Babatunde (2017). They
submitted that board inciependence is
significantly and pcsitively related to
financial reporting quaiity. Tiris indicated
that board independence did noi provide any
effect on financial reporting quaiity. Tiris
implies that board independence does not
affect financiai reporting quatrity.

Nevertheless, this study's finding
support the assumption of the agency theory
that advanced lwo main conflicis: How to
align the conflicting goals of the principal
and the agent, and how to ensure that the
performance of the agent is in tandem with
the expectations of the manager. The
solution to either of these agency problems
is to ensure that executives or managers act
in the best interest of the owners by
increasing the amount and quality of
information available to the principals and
making senior executives part owners of the
firm through their compensations' packages.
The board's independence is assumed to
improve the quality of financiai reports in an
organisation, which will, in tum, lead to
improve the confidence of the stakeholders
of the organisation.

The positive effect between board
diversity and financial reporting quality
predicted in hypothesis two was also
confinned by this study's result as shorvn by
the regression coefficient of 0.5564 of the
-independent variables (board diversity)^ The
positive relationship between the board
diversity and financial reporting quality was

aiso insignificant (t :0.1460, p > 0.4569) at
0.05 level of significance as indicated in
Table 3. Also, similarity was achieved
between this study's findings and that of
Wang (2015), Firoozi, Magnan and Fortin
(2016), and Muhammad, Ayoib and Noor
(2016). Holever, the finding was in contrast
with the work of Mohammed and Philip
(2018) who repofted a significant but

: , ..-,..""-. -. .-,



negative relationship to financial reporting
qualitY.

Lastly, board expertise on financial
reporting qualiq of the listed manufacturing
firnis in Nigerla and from the empirical
analysis and hypothesis conducted the study
found that board expertise had a statistical
significance which is positively related to
flnancial reporting qualrty at 0.5 level of
significance as indicated by coefficient of
A.5116, (t : 4.010, p-value< 0.001). This
revealed the extent at which board expertise
in terrns of academic qualifications,
professional qualifications and experience
influenoed the qualify of financial reporting
of the studied finns. This result is in line
with the findings of Kankanamage eAll),
Ajeka et al. Q017), Andrew e0l7) and
Yohan Q0l7). They found that board
expertise has statistically significant and
positively related to financial reporting
quality.

5.0 CONCLUSION AND
R.ECOn{$MNDATIONS

. Based on the results of the
tg,potheses tested, the study concluded that
board expertise had a significant positive
re-lationship with financial reporting qualrty
of listed manufacturing firms in 

-Nigeria.

This implies tfrat the presence of an expert in
the board automatically increases the quality
of financial reporting of the 

-listed

manufacturing finns in Nigeria. Thus, to
have a good quality of financial reports, an
experl is required. AIso, it v,,as concluded
that boards are dorninated by male directors
with liftle or no preference given to the
female directors. To this end, the confidence
of the public in companies without female
directors is threatened as male directors
prefer material success to quality of
financial repofis.

. Based on the findings in this study,
the study recommended thai non-executive
director in the board of an organisation
should be reduced so. as. to reduce

mariagement cost; moresvei, regulatory
authorities should look into the ratio af mal.e
to female in the boardroom. The inequality
in the boardroom could affect financial
reporling quality in the iong run; finally,
they should increase the proportion of
expertise in the board in order to enhance
the quality of financial reports of the listed
manufacturing firms in Nigeria.
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