Gusau Journal of

Accounting and Finance
(GUJAF)

Vol. 4 Issue 1, April, 2023 ISSN: 2756-665X

A Publication of
Department of Accounting and Finance,
Faculty of Management and Social Sciences,
Federal University Gusau, Zamfara State -Nigeria



Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023

© Department of Accounting and Finance

Vol. 4 Issue 1
April, 2023
ISSN: 2756-665X

A Publication of
Department of Accounting and Finance,
Faculty of Management and Social Sciences,
Federal University Gusau, Zamfara State -Nigeria

All Rights reserved
Except for academic purposes no part or whole of this publication is allowed to
be reproduced, stored in a retrieval system or transmitted in any form or by any
means be it mechanical, electrical, photocopying, recording or otherwise, without
prior permission of the Copyright owner.

Published and Printed by:
Ahmadu Bello University Press Limited, Zaria
Kaduna State, Nigeria.
Tel: 08065949711, 069-879121
e-mail: abupress2013@gmail.com
abupress2020@yahoo.com
Website: www.abupress.com.ng



mailto:abupress2013@gmail.com

Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023

EDITORIAL BOARD

Editor-in-Chief:
Prof. Shehu Usman Hassan
Department of Accounting, Federal University of Kashere, Gombe State.

Associate Editor:
Dr. Muhammad Mustapha Bagudo
Department of Accounting, Ahmadu Bello University Zaria, Kaduna State.

Managing Editor:
Umar Farouk Abdulkarim
Department of Accounting and Finance, Federal University Gusau, Zamfara State.

Editorial Board

Prof.Ahmad Modu Kumshe
Department of Accounting, University of Maiduguri, Borno State.

Prof Ugochukwu C. Nzewi
Department of Accounting, Paul University Awka, Anambra State.

Prof Kabir Tahir Hamid
Department of Accounting, Bayero University, Kano, Kano State.

Prof. Ekoja B. Ekoja
Department of Accounting, University of Jos.

Prof. Clifford Ofurum
Department of Accounting, University of PortHarcourt, Rivers State.

Prof. Ahmad Bello Dogarawa
Department of Accounting, Ahmadu Bello University Zaria.

Prof. Yusuf. B. Rahman
Department of Accounting, Lagos State University, Lagos State.



Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023

Prof. Suleiman A. S. Aruwa
Department of Accounting, Nasarawa State University, Keffi, Nasarawa State.

Prof. Muhammad Junaidu Kurawa
Department of Accounting, Bayero University Kano, Kano State.

Prof. Muhammad Habibu Sabari
Department of Accounting, Ahmadu Bello University, Zaria.

Prof. Okpanachi Joshua
Department of Accounting and Management, Nigerian Defence Academy, Kaduna.

Prof. Hassan Ibrahim
Department of Accounting, IBB University, Lapai, Niger State.

Prof. Ifeoma Mary Okwo
Department of Accounting, Enugu State University of Science and Technology,
Enugu State.

Prof. Aminu Isah
Department of Accounting, Bayero University, Kano, Kano State.

Prof. Ahmadu Bello
Department of Accounting, Ahmadu Bello University, Zaria.

Prof. Musa Yelwa Abubakar
Department of Accounting, Usmanu Danfodiyo University, Sokoto State.

Prof. Salisu Abubakar
Department of Accounting, Ahmadu Bello University Zaria, Kaduna State.

Dr. Isaq Alhaji Samaila
Department of Accounting, Bayero University, Kano State.

Dr. Fatima Alfa
Department of Accounting, University of Maiduguri, Borno State.



Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023

Dr. Sunusi Sa'ad Ahmad
Department of Accounting, Federal University Dutse, Jigawa State.

Dr. Nasiru A. Ka’oje
Department of Accounting, Usmanu Danfodiyo University Sokoto State.

Dr. Aminu Abdullahi
Department of Accounting, Usmanu Danfodiyo University Sokoto, State.

Dr. Onipe Adebenege Yahaya
Department of Accounting, Nigerian Defence Academy, Kaduna State.

Dr. Saidu Adamu
Department of Accounting, Federal University of Kashere, Gombe State.

Dr. Nasiru Yunusa
Department of Accounting, Ahmadu Bello University Zaria.

Dr. Aisha Nuhu Muhammad
Department of Accounting, Ahmadu Bello University Zaria.

Dr. Lawal Muhammad
Department of Accounting, Ahmadu Bello University Zaria.

Dr. Farouk Adeza
School of Business and Entrepreneurship, American University of Nigeria, Yola.

Dr. Bashir Umar Farouk
Department of Economics, Federal University Gusau, Zamfara State.

Dr Emmanuel Omokhuale
Department of Mathematics, Federal University Gusau, Zamfara. State



Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023
ADVISORY BOARD MEMBERS

Prof. Kabiru Isah Dandago, Bayero University Kano, Kano State.

Prof A M Bashir, Usmanu Danfodiyo University Sokoto, Sokoto State.

Prof. Muhammad Tanko, Kaduna State University, Kaduna.

Prof. Bayero A M Sabir, Usmanu Danfodiyo University Sokoto, Sokoto State.
Prof. Aliyu Sulaiman Kantudu, Bayero University Kano, Kano State.
Editorial Secretary

Usman Muhammad Adam
Department of Accounting and Finance, Federal University Gusau, Zamfara State.

Vi



Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023
CALL FOR PAPERS

The editorial board of Gusau Journal of Accounting and Finance (GUJAF) is
hereby inviting authors to submit their unpublished manuscript for publication. The
journal is published in two issues of April and October annually. GUJAF is a
double-blind peer reviewed journal published by the Department of Accounting and
Finance, Faculty of Management and Social Sciences, Federal University Gusau,
Zamfara State Nigeria The Journal accepts papers in all areas of Accounting and
Finance for publication which include: Accounting Standards, Accounting
Information System, Financial Reporting, Earnings Management, , Auditing and
Investigation, Auditing and Standards, Public Sector Accounting and Auditing,
Taxation and Revenue Administration, Corporate Governance Issues, Corporate
Social Responsibility, Sustainability and Environmental Reporting Issue,
Information and Communication Technology Issues, Bankruptcy Prediction,
Corporate Finance, Personal Finance, Merger and Acquisitions, Capital Structure,
Working Capital Management, Enterprises Risk Management, Entrepreneurship,
International Business Accounting and Finance, Banking Crises, Bank’s
Profitability, Risk and Insurance Issue, Islamic Finance, Conventional and Islamic
Banks and so forth.

GUIDELINES FOR SUBMISSION AND MANUSCRIPT FORMAT

The submission language is English and must be a well-researched original
manuscript that has not previously been submitted elsewhere for publication. The
paper should not exceed more than 15 pages on A4 type paper in MS-word format,
1.5-line spacing, 12 Font size in Times new roman. Manuscript should be tested for
plagiarism before submission, as the maximum similarity index acceptable by
GUIJAF is 25 percent. Furthermore, the length of a complete article should not
exceed 5000 words including an abstract of not more than 250 words with a
minimum of four key words immediately after the abstract. All references including
in text citation and reference list, tables and figures should be in line with APA 7%
Edition publication manual. Finally, manuscript should be send to our email
address elfarouk105@gmail.com and a copy to our website on
journals.gujaf.com.ng

Vii


http://www.gujaf.com.ng/

Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023
PUBLICATION PROCEDURE

After receiving a manuscript that is within the similarity index threshold, a
confirmation email will be send together with a request to pay a review proceeding
fee. At this point, the editorial board will take a decision on accepting, rejecting or
making a resubmission of the manuscript based on the outcome of the double-blind
peer review. Those authors whose manuscript were accepted for publication will
be asked to pay a publication fee, after effecting all suggested corrections and
changes made on the manuscript. All corrected papers returned within the specified
time frame will be published in that issue.

PAYMENT DETAILS

Bank: FCMB

Account Number: 7278465011

Account Name: Gusau Journal of Accounting and Finance

FOR INQUIRY

The Head,

Department of Accounting and Finance,
Federal University Gusau, Zamfara State.
elfarouk105@gmail.com
+2348069393824

FOR MORE INFORMATION, CONTACT

The Editor-in-Chief on +2348067766435

The Associate Editor on +2348036057525

OR visit our website on www.gujaf.com.ng or journals.gujaf.com.ng

viii


http://www.gujaf.com.ng/
http://www.gujaf.com.ng/

Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023
CONTENTS

Board Characteristics and Earnings Management of Listed Consumer Goods Firms

in Nigeria
Benjamin Gwabin Joseph, Murtala Abdullahi PhD, Benjamin Kumai Gugong
PhD 1

Dividend Policy and Value of Listed Non-Financial Companies in Nigeria: The
Moderating Effect of Investment Opportunity
Abubakar Umar 18

Trialability and Observability of Accrual Basis International Public Sector
Accounting Standards Implementation in Nigeria
Aliyu Abdullahi Ahmed PhD, Zakari Usman 35

Liquidity Risk and Performance of Non-Financial Firms Listed on the Nigerian
StockExchange

Muhammed Alhaji Abubakar, Nurnaddia Binti Nordin PhD, Abubakar Hamisu
Umar 54

Board Diversity, Political Connections and Firm Value: An Empirical Evidence
from Financial Firms in Nigeria
Rofiat Oyetunji, Isah Shittu PhD, Ahmed Bello PhD. 75

Moderating Effect of Bank Size on the Relationship between Interest Rate,
Liquidity, And Profitability of Commercial Banks in Nigeria

Shehu Usman Hassan, Bello Sabo (Ph. D), Ismai'l Idris Tijjani (Ph. D), Idris
Ahmed Aliyu. (Ph. D) 96

Sources of Health Care Financing Among Surgical Patients Seen at the Dalhatu
Araf Specialist Hospital Lafia Nasarawa State Nigeria

Ahmed Mohammed Yahaya, Babatunde Joseph Kolawole, Bello Surajudeen
Oyeleke 121

Transparency, Compliance and Sustainability of Contributory Pension Scheme in
Nigeria

Olanrewaju Atanda Aliu (Ph. D), Mohamad Ali Abdul-Hamid (Ph. D), Salami
Suleiman (Ph. D), Salam Mudathir Olanrewaju 135

IX



Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023

Examining the Impact of Working Capital Management on the Financial
Performance of Listed Industrial Goods Entities in Nigeria 151
Sani Abdulrahman Bala (Ph. D), Jamilu Jibril, Taophic Olarewaju BAKARE

Corporate Governance Factors and Tax Avoidance of Listed Deposit Money Banks
in Nigeria 171
Sani Abdulrahman Bala (Ph. D), Umar Salim Ibrahim, Samaila Dannana

Risk Committee Demographic Traits: A Study of the Impact of Expertise on Risk
Disclosure Quality of Listed Insurance Firms in Nigeria
Wada Najib Abbas, Dandago, Kabiru Isa (Ph. D), Rabiu, Naja’atu Bala 192

Moderating Effect of Audit Committee on the Relationship Between Audit Quality
and Earnings Management of Listed Non-Financial Services Firms in Nigeria
Ahmad Muhammad Ahmad, Lubabah Mansur Kwanbo (Ph.D.), Shehu Usman
Hassan (Ph.D.) Musa Suleiman Umar (Ph.D.) 216

Determinants of Audit Opinion of Negative-Book-Value Firms in Nigeria: Firm
Value and Audit Characteristics Perspective

Asma’u Mahmood Baffa (Ph. D), Lawal Mohammed (Ph.D.), Ahmed Bello
(Ph.D.) Umar Farouk Abdulkarim 237

Intervention Announcements and Naira Management: Evidence from the Nigerian
Foreign Exchange Market
Adedeji Daniel Gbadebo 254

Is There Earnings Discontinuity After the Implementation of IFRS in Nigeria?
Adedeji Daniel Gbadebo 275



Gusau Journal of Accounting and Finance, Vol. 4, Issue 1, April, 2023

BOARD CHARACTERISTICS AND EARNINGS MANAGEMENT OF
LISTED CONSUMER GOODS FIRMS IN NIGERIA

Benjamin Gwabin Joseph
Department of Accounting
Kaduna State University, Kaduna
gwabin.kasu@gmail.com

Murtala Abdullahi PhD
Department of Accounting
Kaduna State University, Kaduna
murtala.abdullahi@kasu.edu.ng

Benjamin Kumai Gugong PhD
Prof. Accounting and Finance
Department of Accounting
Kaduna State University, Kaduna
bkgugong@gmail.com

Abstract

Corporate governance mechanisms have continued to strengthen the operations and activities of
corporate entities in Nigeria. Board characteristics and earnings management have attracted many
scholars trying to establish relevant relationship that will assist policy makers and regulatory
agencies in facilitating good corporate governance. This study examines the impact of board
characteristics on earnings management of listed consumer goods firms in Nigeria. The Agency
Theory was used to underpin the study. Board characteristics as the independent variable was
proxied using board independence, board meetings, board gender diversity and board expertise
while earnings management as the dependent variable was measured using the Modifies Jones
Model. The panel data multiple regression was used on data extracted from annual reports of
sixteen listed consumer goods firms from 2011 to 2020. The study found that, board gender diversity
and board expertise negatively and significantly influence earnings management while board
independence and board meetings have no significant influence on listed consumer goods firms in
Nigeria. The study therefore recommends that, regulatory agencies and policy makers should
encourage listed consumer goods firms in Nigeria to increase diversity in boards and expertise as
this will minimize earnings management activities by management.

Keywords: Board Characteristics, Consumer Goods, Discretionary Accrual, Earnings
Management
https://doi.org/10.57233/gujaf.v4il. 197

1. Introduction
Earnings management is driven by opportunistic tendencies of management
towards achieving personal gains as against maximizing shareholder’s wealth and
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improving company value. Secondly, earnings management is perpetrated to
enhance corporate value which project the company as stable and having excellent
future performance. It is in view of some of these tendencies that corporate
governance has become inevitable in maintaining financial sanity in listed entities.
As a corporate governance mechanism, it is the responsibility of the board of
directors to ensure appropriate assignment of roles and responsibilities that will
allow for good corporate governance practice. The board is to ensure that managers
execute responsibilities that are in tandem with corporate objectives and goals.
They are expected to ensure that, conflict of interest between managers,
shareholders and other stakeholder group is minimized by aligning corporate
objectives with stakeholders interest (Buraik & Idris, 2020).

The code of corporate governance recommends that the board of directors carry out
its roles and responsibility in pursuance to maximizing shareholders wealth. Board
of directors in executing their assigned roles and responsibility should possess the
necessary skill and knowledge. This will ensure that interest of the shareholders are
well served (Shatima et al., 2020). The board is characterized by individuals with
diverse knowledge, experience and background this characteristics is essential in
fostering diversity and expertise that will equip the board in making good strategic
decision that will increase the shareholders wealth (Buraik & Idris, 2020). The
quality of earnings of listed firms is linked to the quality of decisions made by the
board in giving direction to the entity. Various scholars have examined certain
board characteristics and their effect on earnings management. Some of these
characteristics include board size, board independence, board diversity, board
expertise, board composition, women directorship etc. these board characteristics
have been found to have varied level of influence on earnings management.

As a consequence of the corporate scandals such as Enron, WorldCom, etc., the
Sarbanes-Oxley Act of 2002 was introduced in the US to enhance corporate
governance quality. In Nigerian, the Code of Corporate Governance of Nigeria
2011 (recently amended in 2018) was considered a benchmark in corporate entities
in Nigeria. Moreover, researchers over the years have investigated into the menace
with a view to explore the reasons behind the collapse of those big companies and
have attributed it to the low ethical standards and poor corporate governance
mechanisms (Akeju & Babatunde, 2017; Aifuwa et al., 2018; Aifuwa & Embele,
2019).

The study contributes practically as it brings to fore, the practical implication of
board characteristics on earnings management of Listed Consumer Goods Firms in
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Nigeria. In this way, the study fills the gap that may probably arise in the
implementation and execution of board characteristics variables in enhancing
earnings. Also, the study empirically extends the body of existing literature
especially in the period covered and the area of using audit committee financial
expertise to moderate the impact of selected board characteristics and earnings
management. This will provide varied implications of board independence,
meetings, diversity and expertise on earnings management of listed consumer
goods firms in Nigeria.

The study will theoretically contribute to knowledge as it justifies the use of
multiple theories in explaining the impact of Board Characteristics on Earnings
Management of listed consumer goods firms in Nigeria. Finally, the study will be
of immense significance to policymakers such as the security and exchange
commission and financial reporting council in understanding the extent to which
board characteristics are influenced by audit committee financial expertise. This
will enable them to strengthen the corporate governance code to allow for good
corporate practices that will protect the interest of shareholders, lenders, and
creditor.

This current study is motivated by the use of modified Jones model as proposed in
(Dechow et al., 1995) as proxy for measuring earnings management of Board
Characteristics and Earnings Management of Listed Consumer Goods Firms in
Nigeria. Although, prior studies have been undertaken on this area as mention
earlier but not on consumer goods companies. Therefore, the main objective of the
study is to examine the impact of Board Characteristics on Earnings Management
of Listed Consumer Goods Firms in Nigeria.

From the objective of the study, the following hypotheses have been formulated in

null form:

Hoi: Board independence has no significant impact on earnings management of
listed consumer goods firms in Nigeria.

Ho,:  Board meetings has no significant impact on earnings management of listed
consumer goods firms in Nigeria.

Hos:  Board gender diversity has no significant impact on earnings management
of listed consumer goods firms in Nigeria.

Hos: Board expertise has no significant impact on earnings management of listed
consumer goods firms in Nigeria.
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The remaining part of the paper consist of section two which review the related
empirical evidence and theoretical framework, section three gives the methodology
of the study, while the result and discussions of findings was given by section four.
Section five concluded the paper with recommendations.

2. Literature Review and Theoretical Framework

This section reviews relevant and related previous studies with a view to providing
direction of the linkages between board characteristics and earning management.
Board committees are expected to exhibit high degree of independence by ensuring
that the number of independent non-executive directors on a board outweighs inside
directors in order to maintain the independence of the board and comply with the
code of corporate governance of 2018. In view of this, several studies have
established an association between board characteristics and earnings management
in Nigeria.

2.1 Board Independence and Earnings Management

Moura et al. (2017) examined the influence of board independence on earnings
management. Earnings management was proxied using the Modified Jones Model
while independence of the board was measure by the proportion of independent
members on the board. The study employed the descriptive and quantitative
research designs in sampling 270 companies. Secondary data extracted from the
audited annual reports and accounts of the sampled firms covered a four-year period
(2012-2015). On analysing the panel data collected using multiple regression, it
was established that, board independence does not influence the level of earnings
management among the sampled firms. This was attributed to pressure exerted by
controlling shareholder and other internal directors. This study only considered one
component of board characteristics (board independence) despite several
characteristics which may influence earnings management positively.

Luo and Jeyaraj (2019) examined the relationship between board characteristics
and earnings management among listed companies in the United Kingdom. The
study employed the correlational and ex-post facto research designs in addressing
the major objectives of the study. 203 sampled firms were selected out of a total
number of 351 firms listed on the financial times and stock exchange (FTSE) 2012
to 2016. Data collected from the annual reports and accounts of sampled firms were
analysed using the multiple regression (OLS, FE and RE) All tests necessary in
validating the assumptions of linear regression were estimated. The study
established that, board independence significantly influences earnings management
negatively under the OLS models, revealing an insignificant influenced under the
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fixed effect and random effects models. Although the study employed a mixed
research design, the period covered by the study was only five years which could
be considered not sufficient to make reliable statistical inference. The OLS model
used in the study does not account for the heterogeneous nature of sampled firms,
hence not suitable for the study.

2.2 Board Meetings and Earnings Management

Buraik and Idris (2020) investigated the impact of board of directors’ characteristics
on monitoring earnings management (EM) intentions in Jordan. The characteristics
of concern include director certificates in economic sciences, directors’ turnover,
CEO duality, board member remuneration and board meetings. The study carried
out an analysis of a panel dataset of all publicly traded services firms listed on the
Amman Stock Exchange (ASE) for the period 2014-2017 using logistic regression
analysis. The study documents that directors’ turnover motivates beneficial EM,
whereas CEO duality motivates opportunistic EM in Jordanian services firms.
However, the results do not show significant effect of director certificates in
economic sciences, board member remuneration and board meetings on monitoring
EM intentions. It was recommended that the election of directors be subject to
rigorous requirements that ensure the appointment of efficient directors who can
distinguish managerial intentions. This is expected to lead to the structuring of an
effective internal control system based on proper ethical codes of conduct.

Idris (2015) investigated the relationship between board characteristics and
earnings management among listed foods and beverages firms in Nigeria. board
characteristics was proxied using board competence, frequency of board meeting
and gender mix while earnings management was proxied using the modified jones
model of 1995. The study employed the ex-post facto research design in sampling
nine (9) foods and beverages firms out of a total population of twenty-one (21)
listed on the NSE as at December 31st 2014. Data extracted from the annual reports
and accounts covered a period of seven (7) years (2007 - 2013). These were
analysed using the multiple regression and STATA 13 as tool of analysis. The
findings of the study revealed that, frequency of board meeting negatively but
significantly influence earnings management in listed foods and beverages firms in
Nigeria. In view of recent changes and development in the regulatory framework
(code of corporate governance, 2018) it is imperative that, studies like this be re-
examined. Despite several board characteristics as defined by the code of corporate
governance, 2018 only three proxies of board characteristics were examined.
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2.3 Board Gender Diversity and Earnings Management

Harakeh et al. (2019) examined the effect of the exogenous increase in the presence
of female directors on FTSE350 corporate boards in the UK, as mandated by the Davies
Report (2011), on the association between earnings management and CEO incentive
compensation. Secondary data were extracted from FTSE350 UK public companies
between 2007 and 2015. The empirical design used was a difference-in-differences
methodology where the treatment group is gender-diverse corporate boards and the
control group is corporate boards that lack gender diversity. The study used two
measures of gender diversity that include executive and non-executive female
directors. The results showed a positive association between earnings management and
CEO incentive compensation, and a negative association between female directors and
earnings management. Overall, the study showed some of the economic consequences
that the increased presence of female directors on corporate boards carries to public
firms. Though recently published the study period is outdate and needs to be updated
to reflect current changes in listed firms.

Riyadh et al. (2019) examined whether the Board Characteristics have any impact
on Earnings Management among the international Oil and Gas Corporation in the
world. The Board Characteristics such as (board independence, board size, board
diversity, and CEO duality). The study applied a quantitative research approach,
secondary data, a sample of 71 corporations were selected from Top 250
corporations for one year (2016). The findings of the study indicated that gender
diversity has a significant impact on the reduction of earnings management.

More recently, Harakeh et al. (2019) investigating female directors and earnings
management. The study employed the multiple panel data regression as technique
of analysis. The study found that, there is a negative relationship between female
directors and earnings management of UK listed firms between 2007 and 2015. On
the contrary (Edwin & Timothy, 2019) investigated how board gender diversity
influence financial reporting quality (measured using the modified Jones Model) of
listed Nigerian Deposit Money Banks and revealed a positive relationship between
gender diversity and reporting quality of Deposit Money Banks. This implies that,
gender diversity does not in any way mitigate earnings management in Deposit
Money Banks.

2.4 Board Expertise and Earnings Management

Aifuwa and Embele (2019) examined the relationship between board
characteristics and financial reporting quality: Evidence from Jordan. The study
argued that, a board is considered to have the required expertise when majority of
its members have adequate educational and professional qualification in areas such
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as finance, accounting and auditing (Aifuwa & Embele, 2019). Board expertise
were found to have negative and significant influence on earnings management of
listed foods and beverage firms in Nigeria (Bala & Kumai, 2015). On the contrary,
analyzing data of 71 listed companies in Bursa Malaysia from 2001 - 2005 using
multiple linear and panel data regression, (Ahmed, 2013) reported that, board
financial expertise positively relates to earnings management, this signifies that,
having increased members with financial and professional expertise on the board
would not reduce earnings management. This could be as a result of arguments
among financial experts on the board on strategic issues that will end up delaying
policy implementation and hence unable to check the quality of financial statement
prepared and presented by management.

The theory of hegemony was first introduced by Gramsci (1937) (as cited by
Alvarado & Boyd-Barrett, 1992) while in jail. This theory has two dimensions
namely “Class Hegemony” and ‘“Managerial Hegemony.” Class hegemony
explains that directors view and perceive themselves as an elite set of people at the
top of the company and they will recruit or appoint other directors who are of the
same caliber and can align with them (Fahr, 2010). While managerial hegemony is
that corporate management members run the day-to-day operations of the company
and as a result directors lose control to a certain extent. This not only weakens the
influence of the directors, but also casts a passive role on the directors who become
mere statutory bodies, (Okpara 2011).

In view of these, the characteristics of the board will determine the extent to which
it manage and direct the activities of an entity. An independent board will tend to
direct the affairs of the firm in the interest of the shareholders. A well-informed
board that is independent could serve as “managerial hegemon” that tend to act
collectively since most decisions are based on votes. However, board diligence
(meetings) could affect the level of independence of the board. Sometime
attendance by independent directors is not consistent. This could reduce its
independence thus, create room for the management to act in their best interest. It
is therefore important that the board meet regularly and deliberate on issues that
affect the short- and long-term survival of the firm. This can only be achieved where
there is no class hegemony.

Again, given the size, composition and diversity of the board, the management and
shareholder representatives must promote good corporate governance at all times.
The adopting and implementation of the corporate governance code will ensure that
class hegemony is eliminated thus, allowing for managerial hegemony which will

7
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ensure that the management and other directors work together toward maximizing
shareholders’ wealth. However, shareholders must be aware of the tendencies for
directors to act in their own self-interest which earnings management is one of the
means to achieving that. Thus, the characteristics of the board should be evaluated
to ensure compliance with good corporate practice. In addition, the appointment of
auditors by the shareholders when done properly, could reduce management
opportunistic tendences. Hence the theory of managerial hegemony underpins this
study.

3. Methodology and Model Specification

This study employed correlational and ex-post facto research designs. The
combination of these research designs is necessary in describing and analysis
historical data extracted from annual report and accounts with a view to making
inferences relating to board characteristics and earnings management. The data for
this study were obtained mainly from secondary sources which were extracted from
the audited annual reports and accounts of listed consumer goods firms on the
Nigerian Stock Exchange (NSE) from 2011 to 2020. The population of the study
consist of all the twenty listed consumer goods firms on the Nigerian Stock
Exchange as at 31% December, 2020. Using census approach, sixteen listed
consumer goods firms were selected as sample given the availability of their annual
reports and accounts needed for the extraction of the data. In analyzing the data for
this study, a multiple regression technique, correlation and descriptive statistics
were used.

The variables of the study consist of Dependent Variable which is Earnings
Management measured by discretionary accruals using the modified Jones model
by Dechow et al. (1995). The independent variables Board characteristics were
proxied by board independence, board meetings, board gender diversity and board
expertise. This is shown in Table 3.1, which contains each variable with their
respective definitions.

Eﬁit = Nlie = CFOhe AREV;;— AREC PPE ()
it 1 it— it it .
Aje—1 Bo +B1 (Ait—l) + B ( Ajt—1 ) + B (Ait—1) * Hie 2
1 AREV;;— AREC; PPE;
NDAw = Bo + By (7,5) + B2 (k) + B (52) + ®
TA;
DACCje = ¢ = — NDAjt = Wit (4)

it—1

DACC;; = Bo + B;BDIND;; + B,BDMTG;; + B3BDGDT; + B4BDEXP;; + j--—--- (5)
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Where:

TA;; = Total accruals of firm i in year t , NDA;; = Non-discretionary accruals of firm i in
year t, Aj;_1 = Total assets of firm i in year t-1, AREV;; = Change in revenue of firm i in
year t, AREC;; = change in receivables of firm I in year t, PPE;; = Gross property, plant and
equipment of firm i in year t, DACC;; = Discretionary accruals of firm i in year t, pj; =
Residuals of firm i in year t , By = Firm specific parameters calculated by the OLS
regression model, NI;; =Net profit after tax of firm i in year t, CFO;= Cash flow from
operation of firm i in year t

Table 1: Variable Measurement

Variable Definition Measurement and Source
Dependent variable
EM Earnings management Measured by absolute values of the

residuals (discretionary accruals) using
Modified Jones model by (Dechow et
al., 1995)

Independent variable

BDIND Board independence Proportion of non-executive directors to
by board size. (Bala & Kumai, 2015;
Kankanamage, 2016)

BDMTG Board meetings The number of board meetings held
during the year by the board of directors
(Bala & Kumai, 2015; Talbi et al., 2015)

BDGDT Board gender diversity Proportion of the number of female to
total board size (Aifuwa & Embele,
2019; Edwin & Timothy, 2019)

BDEXP Board expertise Number of financial experts on board
(Mohammed et al., 2019)

Source: Compiled by the Author, 2023.

As part of fulfilling the assumptions of linear regression analysis, robustness test of
multicollinearity and heteroscedasticity test were conducted. Multicollinearity test
is used to check the correlation of the independent variables among themselves
which tends to make the outcome of the study unreliable. Heteroskedasticity test
helps to check for consistent variation of the residuals. Homoskedasticity is desired
to ensure a stable and reliable model.
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4. Results and Discussion

This section of the study provides statistical outcome and inferences as generated
from the selected samples of the study. The section covers descriptive statistics,
correlation matrix, summary of regression results and robustness test. Descriptive
statistics describes the nature of sample data. The mean, standard deviation,
minimum and maximum values help the reader to understand measures of central
tendencies and variance associated with variables of the study.

Table 2: Descriptive Statistics

Variables Mean Std. Dev Min Max
EM 1224 .1007 .0003 5765
BDIND 6277 .1869 .1429 9167
BDMTG 4.5625 .8809 3 9
BDGDT 1412 .1149 0 .5454
BDEXP 1.925 3279 1 3

Source: STATA 16 Output, 2023.

Table 2 above shows the descriptive statistics of the data collected from a sample
of 16 listed consumer goods firms in Nigeria for the period of 10 years leading to
160 observations. Earnings management in the sampled firms showed a mean value
of .1224 (12.24%) and standard deviation of .1007 (10.07%). The standard
deviation signifies that the dispersion of the data from the mean value from both
sides is moderate. Implying that that there is a relative significant variation
regarding earnings management of listed consumer goods firms in Nigeria for the
period of the study. Moreover, the table shows a minimum value of .0003 and a
maximum of .5765. This shows that the minimum percentage of earnings
management is 03% (which is less than 5%). However, the study shows that there
was evidence of earnings management in listed consumer goods firms during the
period of the study up to a maximum of 57.65%.

Similarly, Board independence as shown above has as minimum value of .14.29
(14.29%) and maximum of .9167 (91.67%). This implies that boards of listed
consumer goods firms during the period of this study had at least one non-executive
director while the maximum number of non-executive directors was found to be
over 9 directors. For Board meetings, minimum value of 3 and maximum of 9
implies that, the number of meetings held by boards of listed consumer goods firms
during the period of this study was 3 while the highest number of meetings recorded
by listed consumer goods firms during the period was 9 times. On the average, most
boards of listed consumer goods firms meet at least four times which is in
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complacence with the code of corporate governance that recommend that corporate
boards meet at least once every quarter.

Board gender diversity showed a minimum value of 0 and maximum of .5454
(54.54%) this means that, some boards of listed consumer goods firms in Nigeria
during the period of this study had no female representation on its board while other
boards had more than half its board members to be female. On the average, the
result revealed that, .1412 (14.12%) of total number of board members are female
directors. This is expected to allow of gender inclusion and balance in listed
consumer goods firms in Nigeria. On Board expertise, the minimum value of 1 and
maximum value of 3 implies that, at least one independent non-executive director
with financial experience and professional qualification sits on the board of listed
consumer goods firms in Nigeria during the period of this study. The result also
showed that boards of listed consumer goods firms during the period of this study
had up to three independent non-executive directors that have financial knowledge
and are professionally qualified.

Table 3: Correlation Matrix

Variables EM BDIND BDMTG BDGDT BDEXP
EM 1

BDIND -.0182 1

BDMTG -.2068" .0789 1

BDGDT -21547 -.1081 2367° 1

BDEXP -2112° 3702° .0951 .1832* 1

Source: STATA 16, Correlation Matrix Output, 2023.
(* correlation is significant at 0.05 level (2 tailed))

Table 3 explains the strength of the relationship among variables while the signs
explain the direction of the relationship. There is a negatively significant
relationship between board meetings, board gender diversity, and board expertise
and earnings management of listed consumer goods firms in Nigeria. Only board
independence showed a negative and insignificant relationship with earnings
management of listed consumer goods firms in Nigeria during the period of this
study. By implication and increase in board meetings, board gender diversity and
board expertise will result in a decrease in earnings management by listed consumer
goods firms in Nigeria during the period of this study.
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Table 4: Summary of Random Effect

Variables Coefficients Z — values P — values VIF Tolerance Values
Constant 3177193 4.34 0.000

BDIND -.0193234 -0.31 0.760 1.35 0.738503
BDMTG -.0045548 -0.46 0.643 1.11 0.902788
BDGDT -.1597068 -1.92 0.055 1.12 0.892664
BDEXP -.0717896 -2.27 0.023 1.37 0.732403

Mean VIF 1.24

R? 0.1386

Wald chi? 11.67

Prob > chi? 0.0200

Source: STATA 16, Random Regression and VIF Qutput, 2023.

EM; = Bo + BiBDIND; + B.BDMTG + BsBDGDT; + BsBDEXP; + i

EM: = 03177 — 0.0193(BDINDy) — 0.0046(BDMTGy) — 0.1597(BDGDT:) —
0.0718(BDEXPy)

Table 4 shows the summary of regression results and variance inflation factor
(VIF). The R? value of 0.1386 (13.86%) explains the predict power of the model.
It means that, 13.86% variation in earnings management of listed consumer goods
firms is explained jointly by board independence, meetings, diversity and expertise.
Therefore, it can be said that, board independence, meetings, diversity and expertise
have a combined predictive power of 13.86% in impacting on earnings
management of listed consumer goods firms in Nigeria during the period of this
study. The wald-chi® value of 11.67 and a Prob. value of 0.0200 is significant at 5%
level of significance. This means that board characteristics impact on earnings
management of listed consumer goods firms in Nigeria.

From the above table, it can be observed that there is an insignificant relationship
between board independence and earnings management of listed consumer goods
firms in Nigeria. With a coefficient of -0.0193 and p-value of 0.760 it can be
inferred indicate that board independence on its own does not influence earnings
management in listed consumer goods firms. However, when board independence
is combined with other board characteristics, board independence could influence
earnings management of listed consumer goods firms in Nigeria. This findings is
in line with (Koevoets, 2017; Luo & Jeyaraj, 2019; Onwuchekwa & Madumere,
2019) and contrary to (Kapoor & Goel, 2016; Khalil & Ozkan, 2016).

Similarly, the result of the study showed a negative and insignificant relationship
between board meetings and earnings management. With a constant value of -
0.0046 and p-value of 0.643 it can be inferred that an increase in board meetings
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would minimise the tendency to manage earnings by management. Although not
statistically significant, when combined with other variables of board
characteristics, board meetings are found to influence earnings management of
listed consumer goods firms in Nigeria. Thus, it can be said that, board meetings
insignificantly influence earnings management in listed consumer goods firms in
Nigeria. this findings is in line with (Bala & Kumai, 2015; Luo & Jeyaraj, 2019)
and contrary to (Buraik & Idris, 2020; Hemathilake et al., 2019; Ibrahim, 2015).

On the contrary, board gender diversity, with a constant value of -.1597 and p-value of
0.055 (significant at 5%) implies that there is a significant and negative relationship
between board gender diversity and earnings management of listed consumer goods
firms in Nigeria. The negative relationship means that, an increase in the number of
female directors in boards of listed consumer goods firms in Nigeria will result in a
decrease in earnings management. This is in line with the general believe that, female
directors are more honest and diligent than their male counterpart. Thus, it can be said
that, board gender diversity significantly and negatively influences earnings
management. This is in line with (Ibrahim, 2015; Kouaib & Almulhim, 2019;
Obigbemi et al., 2016) and contrary to (Temile et al., 2018).

Finally, board expertise measured as the number of directors with financial
knowledge and professional qualification showed a constant value of -.07178 and
a significant p-value of 0.023 (at 5%). This implies that as board expertise of listed
consumer goods firm’s increases, earnings management decreases significantly.
The negative relationship means that, as the number of directors with financial
knowledge and professional qualification increases, earnings management will
decrease. This could mean that, financially experienced and professionally
qualified directors will ensure that the board comply with relevant standards and
regulatory requirements with will improve the quality of the financial statement
being prepared and presented to shareholders. Hence, minimizing earnings
management in listed consumer goods firms in Nigeria. Thus, it can be said that,
board expertise significantly and negatively influences earnings management of
listed consumer goods firms in Nigeria. This is in line with the findings of (Bala &
Kumai, 2015; Gull, 2018; Kankanamage, 2015) and contrary to (Ahmed, 2013;
Hemathilake et al., 2019).

Robustness Tests

Even though correlation matrix was used to detect potential multicollinearity
between independence variables, the absent of high correlation does not always
mean that there is no multicollinearity. To deal with this problem, the
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multicollinearity was tested by finding the Variance Inflation Factor (VIF) values
for explanatory variables relevant to the model. The VIF above 10 should be taken
as a presence of multicollinearity (Studenmund, 2000). From the result above the
mean VIF value is 1.24 which is far less than benchmark 10. This shows absent of
multicollinearity in the model.

In order to ensure validity and reliability of statistical inferences, robustness tests
were conducted. This was necessary in identify which of the panel regression
results is most appropriate and robust in explaining the impact of board
characteristics variables and earnings management of listed consumer goods firms
in Nigeria. Based on the Hausman Specification test that showed a Chi? value of
0.59 and Prob>chi” value of 0.9644, the Random effect model was identified as the
most appropriate for the study. This model recognizes the individual characteristics
of listed consumer goods firms hence do not allow the entities error term and
constant to be correlated with other firm’s characteristics.

5. Conclusion and Recommendations

Having examined theoretical and empirical evidence that attempt to establish a
relationship between board characteristics and earnings management it was
concluded that board characteristics influence earnings management. Board
independence, meetings, diversity and board expertise were used to measure the
level of influence on earnings management of listed consumer goods firms in
Nigeria. While the modified jones model for estimating discretionary accruals was
used to measure earnings management.

The study revealed that board independence has no significant influence on earning
management of listed consumer goods firms in Nigeria. Similarly, it was found that,
board meeting of listed consumer goods firms in Nigeria has no significant
influence on earnings management. However, board gender diversity and board
expertise were found to have a negative and statistically significant influence on
earnings management. Thus, from the above findings, the following
recommendations were made.

1. Regulatory agencies such as the financial reporting council of Nigeria
(FRCN) and the security and exchange commission (SEC) should above
ensuring compliance ensure that there is increased female representation on
the boards of listed consumer goods firms in Nigeria. This is because it has
been established that increase in gender diversity will significantly
influence earning management by decreasing it.
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ii.  Shareholders and other stakeholders should ensure that only directors with
relevant experience and skills are appointed as board members. This will
introduce professionalism and increase competence of the board. This is
necessary as it will help minimize earnings management tendencies by
management.
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