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Abstract 
The purpose of this paper is to ascertain the effect of IFRS adoption on accounting quality of 
firms listed on the Nigerian Stock Exchange. The study adopted a value relevance perspective 
to accounting quality by assessing the accounting quality of earnings and equity measured 
under NGAAP and IFRS reporting regimes. Data for Market Value per share (MVPS), Net 
Income per share (NIPS) and Book Value of equity per share (BVPS) were extracted from 
financial statements of 21 listed entities for the last year of NGAAP and first years of IFRS 
adoption and the Price Level regression model used in comparing the relative value relevance 
quality under the two alternative accounting rules. Also, data were computed for Annual Stock 
Returns (ASR), BVPS, NIPS, Changes in Book Value of equities per share (BVCH) and 
Changes in Net Income per share (NICH) for a period of seven years (2012 to 2018) and ASR 
regression model was used as a robustness test to assess the sustainability of accounting 
quality under the period IFRS was adopted by the entities. Results of the Price level model 
indicate that NIPS and BVPS have significant positive effects on MVPS, jointly explaining 
89.5% of the changes in Market value of equities under IFRS as against 80% reported under 
NGAAP with only NIPS having significant effect. The coefficients and t-values of BVCH and 
NICH under the second model indicate that changes in both earnings per share and book value 
of equity per share had significant positive effects on annual stock returns over the period of 
IFRS adoption. Based on the results, the paper concludes that IFRS adoption has sustainable 
significant positive effect on accounting quality of listed companies in Nigeria, and therefore 
recommends that managers of listed entities should comply with IFRSs in other to increase the 
quality and value of their earnings and equities with associated positive tradeoffs for local and 
foreign capital inflows.  
 
Keywords:  IFRS adoption, value relevance, accounting quality, annual stock returns, book 

value of equity, earnings quality  
 
Introduction 

The quality of accounting information generated by an economic entity in its financial reports, 

no doubt, affects the quality of decisions made on the basis of such information by its 

stakeholders. This is because corporate stakeholders rely on information contained in financial 

statements in reaching informed economic decisions on matters relating to their dealings with 

the entity. Therefore, to ensure that decisions are not misdirected, financial statements 

conveying reports of business operations /activities must be of good quality. To enhance 

accounting quality of financial statements of listed entities, a lot of statutory and quasi-statutory 
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requirements guide the preparation of published accounts (Ihendinihu, 2006). In Nigeria, these 

requirements primarily relate to first, legally prescribed rules contained in the Companies and 

Allied Matters Act (CAMA) 2004 which was re-enacted in 2020, and secondly, accounting and 

reporting requirements in the Statement of Accounting Standards (SAS) published by the 

Nigerian Accounting Standards Board (NASB). This Board was replaced by the Financial 

Reporting Council of Nigeria (FRCN) following the enactment of FRCN Act, 2011 to aid and 

sustain the implementation of the International Financial Reporting Standards (IFRSs) by 

entities in Nigeria. IFRSs are principle–based accounting standards issued by the IFRS 

Foundation and the International Accounting Standards Board (IASB) to provide a common 

global financial reporting language for business affairs so that company’s accounts are 

understandable and comparable across international boundaries. By 2010, the IFRSs was 

widely reported to have started gaining international acceptance following increasing 

globalization of business and economic activities (Kenneth, 2012; and Essien–Akpan, 2011).  

It was envisaged that adopting IFRSs in Nigeria, as was being done in other countries of the 

world, will enhance financial reporting quality and make companies operating in Nigeria more

attractive and accessible to capital from both local and foreign investors. Consequently, the 

Nigerian Federal Executive Council in July 2010, accepted the recommendations of a 

committee on the Roadmap for reporting entities in Nigeria to implement the global accounting 

standard by fully adopting IFRSs in a three phased transitional arrangements. The arrangements 

set out January 1, 2012 as commencement date for compliance by entities in Phase 1, January 

1, 2013 for those in Phase 2, and January 1, 2014 for entities in Phase 3 (Fastina & Adegbite, 

2014, Oyedele, 2011, and Mardawaki, 2012). The adoption of IFRS in Nigeria was predicated 

on government convictions that the implementation of the global standards will enhance 

accounting quality and increase the feasibility, comparability and reliability of financial 

statements of Nigerian companies in the global market.  

 
From January 1, 2012 when economic entities in Nigeria commenced implementation of this 

global standards, considerable concerns have continued to mount as to whether the expected 

benefits of the adoption are being realized, particularly in the areas of encouraging 

transparency, efficiency and reliability of financial reporting in Nigeria, and in providing better 

quality financial information for stakeholders of listed entities in Nigeria (Obazee, 2007; 

Abdulkadir, 2012; Assens–Okofo, et. al., 2011; and Odia & Ogeido, 2013). For now research 

is ongoing and there is yet no consensus on major areas of these problems.  
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Research works that investigated different dimensions of these issues within and outside the 

Nigerian environment have been widely reported in literature with conflicting results, although 

the preponderance of these researches in Nigeria tend to focus on the financial services sector 

(Jibril, 2019; Abba, et. al., 2018; Pavtar, 2017; Uwuigbe, et. al., 2016; and Abata, 2015). Other 

sector specific studies besides those within the financial services sector also reported mixed 

results (Abdullahi & Abubakar, 2020; Odoemelam, et. al., 2019; Olajide, et. al., 2018 and 

Umonbong & Akani, 2015). Some of these scholars evaluated the problem based on 

perceptional or survey evidence of qualitative characteristics of financial statement 

information, while others adopted a value relevance perspective with sector specific 

quantitative data. Yet, some other studies use stock prices and/or stock returns as an external 

benchmark for measuring value relevance in accounting variables (Goodwin, et. al., 2008 and 

Bartov, et. al., 2005).  

 
The approach of including external benchmark factors in evaluating the relevance of 

accounting quality is justified on the ground that stock prices and returns are the best estimates 

of equity. Properly anticipated equity values (based on prices in efficient stock markets) 

summarize all available information, and the values only change in response to new 

information, and this is potentially useful in assessing their value-relevance. Conversely, the 

use of qualitative characteristics of financial information to capture accounting quality tends to 

limit the assessment to information contained in financial statements only without any external 

benchmark to guide assessors’ judgment.  In the present research work, the value relevance 

perspective to accounting quality was duly adopted based on both the Price Level and the 

Annual Stock Returns (ASR) models applied by Goodwin, et. al., (2008) following procedures 

used by Bartov, et. al., (2005) and Ohlson (1995). The Price Level model helped the researcher 

to use equity prices as a common external index for benchmarking the valuation of accounting 

quality of financial statements prepared under the two alternative accounting rules, while the 

ASR model was modified and used to determine the sustainability of accounting quality over 

the period in which IFRS was used in preparing financial statements by listed entities in 

Nigeria. Additionally, the present study focused on entities listed across ten out of eleven 

sectors in the Nigerian Stock Exchange, thereby providing all-inclusive empirical evidence 

which previous sector specific studies largely ignored.  
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The major objective of this paper therefore, is to use a cross sector data to ascertain the effect 

of IFRS adoption on the accounting quality of listed companies in Nigeria based on two value 

relevance perspectives. Accordingly, the paper hypothesis that: 

H0: IFRS adoption has no significant positive effect on the accounting 

quality of listed companies in the Nigerian economy. 

 
The paper is divided into six main sections. The first provides background information and 

overview of the major issues investigated while the second section gives insight into the 

concept and measurement of accounting quality. Section three discusses the theory used as a 

framework for the study while the methodology adopted in carrying out the work was reported 

in section four. The data collected were analyzed and discussed in section five while the last 

section contains the concluding remarks. 

 
Accounting Quality 

The value of financial accounting is determined largely by its quality. Some accounting 

information are obviously better than others at communicating what they purport to 

communicate. Accounting quality is thus of great interest to participants in the financial 

reporting supply chain. 

 
There is no single, widely accepted definition of the term accounting quality as it is interpreted 

differently by different individuals, organizations and industries. Although both the Financial 

Accounting Standards Board (FASB) and the International Accounting Standards Board 

(IASB) stress the importance of high quality financial reports, one of the key problems found 

in prior research works is how to operationalize and measure this quality.  

 
In the works of Barth, et. al., (2008) and Soderstorm, et. al., (2007), accounting quality is 

defined either as quality of financial statements (financial reporting) or by qualitative 

characteristics of financial information in accordance with IFRS. In general, users perceive 

financial information presented in financial statements of an entity as having high level of 

quality if it conforms to their expectations and satisfy information need of the users. As defined 

in the Conceptual Framework of IFRS, for financial information to be useful, it must be 

relevant (have predictive value and/or confirmatory value and be material), and faithfully 

represented (be complete, neutral and free from error). In addition to these primary qualitative 

characteristics, financial information should also have enhancing characteristics of 
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comparability, verifiability, timeliness and understandability. Summarizing descriptions of the 

concept, Renata (2017) defined accounting quality as the degree of usefulness of accounting 

information to represent a true and fair view of entity’s financial results and position, to help 

predict its future performance and to enhance assessment of entity’s value.  Accounting quality 

is also defined in terms of the value relevance of earnings and book value of equities of 

reporting entities. Value relevance is the ability of information disclosed by financial 

statements to capture and summarize the value of the reporting firm. It can be measured through 

the statistical relationship between information presented by financial statements and stock 

market values or returns.   

 
Theoretical Framework  

The Diffusion of Innovation theory provides the theoretical framework for this study.  The 

theory postulates that a new idea or behavour or innovation or product gains momentum and 

diffuses or spreads through a specific population or system overtime, and that the new idea, 

behavour, innovation or product is adopted overtime. The theory is widely cited to have been 

developed by Everett M. Rogers in 1962 (Parisot, 1995. Medlin, 2001, Ismail, 2006 and Ishola, 

2017).  

 
In this research work, the global financial reporting standard (IFRS) is considered as a new 

innovation or idea to replace the NGAAP and was communicated to economic entities in 

Nigeria for adoption.  The reporting and disclosure requirements of the new standard are 

innovative ideas diffused and adopted by reporting entities as communicated.  Accordingly, 

evaluation of  IFRS implementation is based on the presumption that the adoption of the 

requirements of the new standard by the entities is in conformity with the theoretical 

proposition that the innovative financial reporting requirements in the new standards will be 

adopted overtime with positive results. 

 
 The diffusion of Innovation theory has been found by Parisot (1995) and Medlin (2001) to be 

relevant in the accounting profession, especially as the innovation of a global reform of 

financial reporting is communicated to accountants worldwide through the pronouncement of 

new sets of technical standards known as International Financial Reporting Standards to be 

globally adopted. Ishola (2017) also applied the framework of this theory (as a standard that 

communicated the innovation of global accounting reforms) while investigating the effect of 

IFRS adoption on the performance of Deposit Money Banks in Nigeria. 
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Empirical Review  

Previous empirical studies that investigated the effect of IFRS implementation on accounting 

quality of firms within and outside Nigeria are many and they reveal mixed results. Providing 

an overview of such studies, Nijam and Athambawa (2016) reviewed IFRS adoption and 

financial reporting quality of 20 different countries on aspects of value relevance, disclosure 

quality, cost of capital, earnings management and financial statement impact and provided 

evidences that economic consequence of IFRS adoption significantly differ across 

jurisdictions, with positive impacts reported in majority of cases, and in which cases IFRS 

supersede other domestic financial reporting standards in terms of volume and quality of 

disclosure in financial statements, quality of earnings, and value relevance. Pena and Franco 

(2017) compared the impact of the mandatory adoption of the IFRS on the quality of the 

financial information of listed companies in the UK and France. Firm specific data were 

collected from 1991 to 2014. Results of the panel regression analysis show that IFRS adoption 

in the UK improved the financial information quality of companies while the results do not 

support any improvement in the quality of financial information after IFRS adoption was 

reported in France.  

 
In Turkey, Akgun (2016) obtained opinion data on quality, reliability, qualification, accuracy, 

efficiency and comparability of 306 registered companies. Results obtained using ANOVA 

suggest that IFRS adoption improved the accounting quality characteristics investigated. A 

similar results was earlier reported by Yurisandi and Pupitasari (2015) in Indonesia who used 

data on relevance, faithful representation, understandability, comparability and timeliness to 

assess financial reporting quality of 55 listed companies from 2009 to 2013. T–test results 

obtained indicate that qualitative characteristics of relevance, understandability and 

comparability levels increased after IFRS adoption, while faithful representation decreased, 

even as there was no change in timeliness level after the adoption. Comparing the effect of the 

adoption on accounting quality based on value relevance of earnings and book value of equity 

of listed firms in seven countries in Africa and Asia from 1998 to 2012, Chebaana and Othman 

(2014) reported that IFRS adoption has positive effect on accounting quality of the entities in 

the two regions. A similar result was obtained in Ghana by Agyei–Mensah (2016) to the effect 

that significant improvements in the quality of accounting report was made after adopting 

IFRS. 
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However, there are studies in other jurisdictions that made contrary findings. Yabas and Pereva 

(2019) for instance, investigated the phenomena with data of 29 listed manufacturing 

companies in Sri–Lanka. Data of both pre (2009–2011) and post (2013–2015) IFRS adoption 

on market price per share, earnings per shares, book value of equity per share, net operating 

cash flow, and leverage were collated and analyzed using regression technique. Results show 

no significant difference in the accounting quality in the post IFRS period. In Canada, Nulla 

(2014) evaluated differences between Canadian GAAP and IFRS figures on net income, 

earnings per share, book value per share, market price, operating cash flow and accruals using 

correlation and regression techniques and regression techniques and reported mixed results. 

While earnings quality increased based on value relevance, persistency and predictability in 

earnings, cash flows and earnings to shareholders value, the study reported decrease in 

accruals, timeliness loss of recognition and accounting valuation usefulness. In an earlier study 

in South Africa, Ames (2013) equally reported mixed results after using logistic regression 

technique to analyze data collected on earnings, net income and other firm specific 

characteristic variables covering from 2000 to 2011 from listed Compustat global firms. While

no significant improvement in earnings quality in the post IFRS adoption period was reported, 

changes occurred in the value relevance (net income) value during IFRS adoption era.  

 
In Nigeria, instances of research works with inconsistent results about the phenomenon exist. 

Pascan (2015) reviewed the effect of IFRS adoption on accounting quality by identifying a 

typology of metrics used by researchers for measuring the quality of data published in the 

financial statements. The review covered such metrics as the value relevance approach, the 

credit relevance approach, the earnings management (measured using income smoothing, small 

positive earnings, accruals quality and absolute discretional accruals) as well as timeliness of 

loss recognition. The work reveals that IFRS are of higher quality than domestic GAAP and 

that the effect of the adoption depends on both country and firm specific characteristics/ factors 

used in measuring accounting quality.  

 
In a perceptional study of operators in the Nigerian Stock Exchange (NSE) regarding the value 

relevance of IFRS–based accounting information, Olajide, et. al., (2018) extracted survey 

opinion data from 121 stockbrokers in the Exchange on disclosure requirements of accounting 

information, value relevance of items in statements of income, financial position and cash flow 

and used Chi–square to analyze the data. The study found that accounting disclosures under 

IFRS drive value relevance more than under NGAAP. 
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A good number of studies in Nigeria used data drawn for the financial services sector to 

investigate the phenomenon with lack of consensus in their findings. For instance, Jibril (2019) 

used data on timely loss recognition to measure accounting quality among other firm specific 

variables of 15 money deposit banks for the pre (2011 and 2012) and post (2013 and 2014) 

IFRS adoption era. Results of the regression analysis show that IFRS adoption has a positive 

and significant relationship with accounting quality of the banks investigated. Abba, et. al., 

(2018) collected panel data of listed banks on asset quality ratio, return on assets and capital 

adequacy ratio for a 10-year period (2006–2015) segregated into pre and post adoption periods. 

Correlation, generalized least squares and regression techniques were used to analyze the data 

which yielded mixed results. While IFRS adoption has a significant but negative effect on asset 

quality ratio, its effects on return on assets and capital adequacy ratio were positively 

significant. 

 
Pavtar (2017) also investigated the effect of IFRS adoption on value relevance of accounting 

information of fifteen (15) listed deposit money banks in Nigeria from 2008 to 2015 split into 

two with 2008-2011 as pre and 2012-2015 as post IFRS adoption eras. Regression was 

employed to analyze the data collected on share price, earnings per share, volume of shares and 

book value per share. The results reveal that earnings per share and book value per share do 

not significantly impact on the share price while volume of shares significantly impacts on the 

share price, and therefore concludes that IFRS adoption does not have any significant effect on 

the value relevance of accounting information of listed deposit money banks in Nigeria. 

 
In an earlier study of the effect of mandatory adoption of IFRS on accounting quality of 11 

listed banks on the NSE, Uwuigbe, et. al., (2016) used OLS regression technique to analyze 

pre (2010 and 2011) and post (2012 and 2013) adoption data collected on net income and 

selected firm specific variables to control for the effect of IFRS on accounting quality. Results 

obtained indicate a decrease in the quality of accounting information after IFRS adoption. But 

in a later study by Uwuigbe, et. al., (2017) using ten listed banks on the Exchange for the same 

periods and using same analytical procedures, the results obtained are rather inconsistent with 

their earlier findings as significant improvement was reported in the value relevance of 

accounting information of the banks after IFRS adoption.  

 
Still within the financial services sector, Abata (2015) explored the impact of IFRS adoption 

on financial practices of 14 listed banks in Nigeria. Financial statement figures on total assets, 
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total liabilities and total equity prepared under IFRS and NGAAP were extracted and compared 

using one–sample t–test. Results indicate that financial reports of the comparability index of 

assets, liabilities and equity prepared under NGAAP significantly differ from those prepared 

under IFRS, concluding that IFRS have impact on financial reporting in the Nigerian banking 

sector. 

 
A few studies on the causal link between IFRS adoption and accounting quality in Nigeria 

focused outside the financial services sector and such works have mixed result. Umobong and 

Akani (2015) drew their data on discretionary accruals, earnings per share, book value per 

share, earnings returns and IFRS dummy from 11 manufacturing firms over a 5 year period 

(2009 to 2013). Results obtained using multiple regression analysis indicate a decline in 

accounting quality of the selected listed firms.  

 
More recently, Odoemelam, et. al., (2019) and Abdullahi and Abubakar (2020) used different 

methodologies in investigating the phenomenon. Odoemelam, et. al., (2019), while exploring 

the effect of IFRS adoption on earnings value relevance of 101 quoted companies on the 

Nigerian Stock Exchange, used correlation and regression techniques to analyze six years post 

(2012 to 2017) IFRS adoption periods data on market value of shares, earnings per share, book 

value per share and IFRS dummy regulation regime, among other firm specific variables and 

found that IFRS adoption leads to higher earnings value relevance of the firms. Abdullahi and 

Abubakar (2020) however investigated the effect of IFRS adoption on reporting quality of 79 

quoted firms covering 5 years before IFRS adoption (2007-2011) and another 5 years under 

IFRS (2012–2016) reporting regime. Data on qualitative characteristic index for relevance,

faithful representation, understandability, comparability, verifiability and timeliness were 

collected and analyzed using ANOVA, and results reveal that IFRS adoption made significant 

positive difference in the reporting quality of firms. 

 
The observable inconsistencies in results of previous studies within and outside Nigeria, make 

further research efforts in this area very necessary. As most of these studies are sector specific 

and covered short periods of time from when IFRS was adopted, an investigation based on 

cross sector setting and with data covering a longer time frame with a robust methodology that 

integrates firm specific and market driven variables promises to yield more reliable research 

results and close knowledge gaps identified. 
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Methodology 

The ex-post facto research design was adopted as pre-existing data were used. Twenty-one (21) 

listed entities were purposively selected based on firms that adopted IFRS within any of the 

three phases of the implementation road map in Nigeria, or not earlier than a year before the 

mandatory date of compliance, provided that such firm consistently adopted the standard in the 

preparation of its published financial statements up to December 31, 2018 with completeness 

of data on specified accounting variables for the period of the study. The study employed value 

relevance perspective to accounting quality of earnings and equity using both Price Level and 

Annual Stock Returns (ASR) regression models. The models were adapted from the works of 

Iatridis, (2010) and Goodwin, et. al., (2008) following prior studies by Bartor, et. al., (2005) 

and Ohlson (1995). 

1. Price Level Model 
 

This model is explicitly specified as follows: 

MVit  =  ao  +       a1NIit  +        a2BVit        +        μit    (1) 
Where:

MVit       =      the market value of a firm’s equity at the end of year t scaled by the 
number of shares at t. 

NIit           =      the firm’s net income (earnings) for year t under NGAAP or IFRS 
scaled by the number of shares at t. 

BV it        =      the book value of equity under NGAAP or IFRS at the end of year t 
scaled by the  number of shares at t. 

μ     =      the error term. 
ao     =      the constant term 
a1 and a2 =    coefficients (rate of change) in the predictor variables 
 

In comparing the relative value relevance of earnings and book values under the alternative 

accounting rules of NGAAP and IFRS, use was made of: 

a) The figures for end of last year that NGAAP was used for each entity to estimate the

parameters for value relevance under NGAAP. 

b) The figures for end of the first year that IFRS was used by the entity to estimate the 

parameters for value relevance under IFRS. 

Thus, two regression models were fitted; first using financial statement data based on the last 

year of NGAAP application, and the second based on data of the first year of full IFRS 

adoption viz.:   

NGAAPMVit   =  NGAAPao     +   a1NGAAPNIit    +  a2NGAAPBVit   +  NGAAPμit  (2) 

IFRSMVit   =  IFRSao    +   a3IFRSNIit   +    a4IFRSBVit    +    IFRSμit     (3) 
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The two models run and the results compared based on the significance level, relative 

explanatory powers of the models measured by the adjusted R2, and the coefficients obtained 

from the regression of market value of a firm’s equity on book value per share and net income 

per share (Iatridis, 2010).  

 
2. Annual Stock Returns Model 

The ASR model is explicitly specified as follows: 

ASRit   =   a0   +   a1BVPSit    +    a2BVCHit    +    a3NIPSit    +    a4NICHit    +    ↋it         

Where: it     it-1 

ASRit   =   Annual stock return of firm at the year end, which is computed by the 
formula:   

Pit − Pit − 1

Pit − 1
 

with Pit as the price of stock i at the end of period t, and Pit –1 as the 

price of stock i at the end of period t – 1. 

BVPSit    =     Book Value of equity i at the end of period t divided by the 

corresponding    number of share ie Book value per share of equity i at the end of 

period t. 

BVCHit   =     the change in company book value of equity i at the end of period t 

from the book value of equity at the end of period t-1. BVCH is 

calculated as follows: 

BVit − BVit − 1

BVit − 1
 

with BVit as the book value of equity i at the end of year/period t and 

BVit –1 as the book value of equity i at the end of period t –1. 

NIPSit     =       Net income of company i at the end of period t divided by the 

corresponding number of shares ie Net income per share of company i 

at the end of period t. 

NICHit     =      the change in the net income of company i at the end of period t from 

the value of net income per share at the end of period t-1..  NICHit is 

calculated as follows: 

NIit − NI𝐢𝐭–𝟏 

NI𝒊𝒕–𝟏 
 

with NIit as the net income of company  i at the end of period t and 

NIit–1 as the net income of company i at the end of period t – 1. 
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a0                     =      the constant term       

 a1 - a4             =     coefficients (rate of change) in the predictor variables  

 ↋                    =      the error term. 

 

It should be noted that the ASR model used in this study was modified. The focus was shifted 

from comparing the pre adoption year financial statements with those of the first year of IFRS 

adoption, to measuring the sustainability of accounting quality over all the years in which IFRS 

was adopted.  Hence, the values for BVCH and NICH were based on the rate of changes in 

value from period t – 1 to period t of IFRS adoption.  

 
The test procedure for ASR model requires that multiple linear regression analysis with the 

semi-log regression model be fitted. The decision is based on the direction of the rate of change 

in net income per share (i.e. the coefficient of NICH) and the rate of change in book value of 

equity per share (i.e. the coefficient of BVCH) as obtained from the ASR regression model.  

Thus, if the value of the coefficients of BVCH and NICH are positive, IFRS is presumed to 

have sustainably yielded positive effects on accounting quality over the period of its adoption, 

otherwise, the accounting quality under NGAAP is preferred (Enggar, 2013).   

 
Data Analysis and Discussion of Results 

Data collected were analyzed and discussed under two subheadings: 

a) Relative Value Relevance of Accounting Quality under NGAAP and IFRS based on 
Price Level Model 
 

The price level regression model was used to compare the relative value relevance of 

accounting quality under the two reporting standards and the results obtained are summarized 

in table 1. 
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      Table 1: Value Relevance of Accounting Quality under NGAAP and IFRS 

Details NGAAP 
Regression Results 

IFRS Regression 
Results 

R Square .800 .895 
Adjusted R Square .777 .884 
F statistic (Sig.) 35.937 (.000) 77.053 (.000) 
Unstandardized Coefficients: 
NIPS 
                                                     
BVPS 

27.500 
  1.926 

36.483 
  4.513 

t-statistic (Sig.): NIPS 
                             BVPS 

4.599 (.000) 
 1.054 (.306) 

11.391 (.000) 
 4.541 (.000) 

Durbin-Watson 2.709 2.132 
Collinearity statistics: Tolerance  
                                        VIF               

.188 
5.315 

.502 
1.992 

  Source:  Computed with data extracted from published financial statements of 
         selected companies. 
 
Results in table 1 show that the NGAAP and IFRS models are properly fitted, with significant 

F-values.  The Durbin-Watson statistics of 2.709 and 2.132 are within the acceptable range of 

1 to 3 suggested by Field (2009), hence the absence of autocorrelation problem is presumed.  

The residuals indicate that NIPS and BVPS explains 80% of the changes in Market Value per 

share under NGAAP but accounts for 89.5% under IFRS. Again, the IFRS model indicates that 

both predictors (NIPS and BVPS) had significant positive effects on MVPS while only NIPS 

was reported to be significant under NGAAP.  The coefficients of NIPS and BVPS under the 

two models are positive. With one unit increase in NIPS and BVPS leads to approximately 

36.5% and 27.5% increase in MVPS under IFRS and NGAAP respectively. Based on the 

significant levels of the predictors, the statistical values of the residuals, the relative 

explanatory powers of the models and the coefficients obtained, there is sufficient evidence to 

reject the null hypothesis and conclude that IFRS adoption has significant positive effect on 

the accounting quality of listed companies in the Nigerian economy. Thus, the value relevance 

of accounting quality under IFRS is higher than the value under NGAAP. 

 

b) Sustainability of Value Relevance of Accounting Quality under IFRS based of ASR. 

A total of 147 financial statements prepared using IFRs by 21 selected listed entities were used 

and the variables relevant to the Annual Stock Returns model extracted to further determine 

whether the established value relevance of accounting quality is sustainable over the seven 

years of IFRS adoption covered by this study. The results of the descriptive analysis of the 

variables are presented in table 2. 
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Table 2: Descriptive Statistics of ASR Model Variables for Accounting Quality  
 
 ASR BVPS BVCH NIPS NICH 
 Mean -0.011972  19.83353  0.101368  5.574892 -14.72946 
 Median -0.051720  8.548090  0.066780  1.250280  0.000640 
 Maximum  1.890630  90.98657  1.975790  75.38055  8.812920 
 Minimum -0.722660  0.487750 -0.468660 -5.620140 -1745.748 
 Std. Dev.  0.355227  23.70575  0.263995  11.50179  148.2039 
 Skewness  2.498904  1.577415  3.569299  3.531358 -11.10874 
 Kurtosis  12.90647  4.405193  24.49281  17.51003  128.7991 
      
 Jarque-Bera  754.0864  73.05609  3141.514  1595.091  99954.10 
 Probability  0.000000  0.000000  0.000000  0.000000  0.000000 
      
 Sum -1.759900  2915.529  14.90110  819.5091 -2165.231 
 Sum Sq. Dev.  18.42317  82046.53  10.17521  19314.51  3206801. 
      
 Observations  147  147  147  147  147 

   Source:  Computed with data extracted from published financial statements of 
         selected companies. 
 
In table 2, the book value of equity per share (BVPS) has the highest mean value of 19.834 

followed by the Net Income Per Share (NIPS) with mean value of 5.575. The least mean score 

of -14.729 relates to the change in Net Income (NICH). The mean changes in the Book Value 

of equity (BVCH) and the mean Annual Stock Returns (ASR) stood at 0.101 and -0.012 

respectively. NICH has the widest variability (standard deviation) of 148.204 and serially 

followed by BVPS and NIPS with deviations of 23.706 and 11.502 respectively. All the 

variables are not normally distributed with Jarque–Bera statistics having probabilities that are 

less than 0.05; hence the natural logarithm of the series were used in the regression result 

reported in table 7. 

The correlation analysis conducted on ASR Model variables for accounting quality produced 

the results shown in table 3. 

 
Table 3: Correlation Matrix of ASR Model Variables for Accounting Quality 

 ASR BVPS BVCH NIPS NICH 
ASR  1.000000 -0.027011  0.121426  0.154930  0.014126 
BVPS -0.027011  1.000000  0.161459  0.563285 -0.015340 
BVCH  0.121426  0.161459  1.000000  0.206575 -0.001793 
NIPS  0.154930  0.563285  0.206575  1.000000  0.047059 
NICH  0.014126 -0.015340 -0.001793  0.047059  1.000000 

     Source:  Computed with data extracted from published financial statements of  
         selected companies. 
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The results indicate that ASR is negatively correlated with Book Value of equity Per Share 

(BVPS) with a coefficient of -0.027011. However, ASR is shown to exhibit positive 

relationship with mean changes in Book Value (BVCH), Net Income Per Share (NIPS), and 

the mean changes in Net Income (NICH) with associated coefficients of 0.121426, 0.154930 

and 0.014126 respectively. Consequently, increases in the values for BVCH, NIPS and NICH 

are likely to result to increases in ASR, while ASR is likely to decrease with increases in units 

of BVPS. 
 

Validity test on Annual Stock Returns Model Variables 

Two processes of validity tests were done on ASR Model series – the Unit Root Test and the 

Co-integration Tests. 

The Panel Unit Root Tests were conducted on each of the variables employed in evaluating 

accounting quality under the Annual Stock Returns Model. In conducting the validity tests, the 

Levin, Lin & Chu t* (LLC), the Augmented Dickey Fuller (ADF) – Fisher Chi–square and PP 

–Fisher Chi-square (PP) methods for individual Unit Root processes were adopted based on 

assumptions of asymptotic normality. Table 4 contains the summary of the test results. 

 
Table 4: Balanced Panel Unit Root Test Results of ASR Series for Accounting Quality 

 
Series 

 
Order 

LLC Test 
t-statistic 
(p-value) 

ADF Test 
t-statistic 
(p-value) 

PP Test 
t-statistic 
(p-value) 

Remarks on 
Order of 

Integration 
ASR Level -9.60746 

(0.0000) 
69.3690 
(0.0050) 

86.5753 
(0.0001) 

 
I(0) 

 
BVPS 

Level -1.45094 
(0.0734) 

32.3656 
(0.8577) 

39.2900 
(0.5906) 

 
I(1) 

 
 

First 
Differencing 

-15.8304 
(0.0000) 

85.1791 
(0.0001) 

102.480 
(0.0000) 

BVCH Level -12.3354 
(0.0000) 

94.9474 
(0.0000) 

133.122 
(0.0000) 

I(0) 

 
NIPS 

Level -2.77233 
(0.0028) 

47.0404 
(0.2738) 

51.3898 
(0.1519) 

 
I(1) 

First 
Differencing 

-12.3729 
(0.0000) 

83.0583 
(0.0002) 

108.319 
(0.0000) 

NICH Level -11893.0 
(0.0000) 

85.8543 
(0.0001) 

110.118 
(0.0000) 

I(0) 

Source:  Computed with data extracted from published financial statements of  
    selected companies. 

 
Table 4 presents the results of the Unit Root Test Null hypothesis that the variables are not 

stationary (that is, that each of the series possesses a unit root).  The results indicate that the 

Null Hypothesis of the Unit Root is rejected for ASR, BVCH and NICH at level based on the 
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statistics for LLC, ADF and PP tests, hence these series are taken to be stationary at zero, I(0). 

For BVPS, the test results from the three processes failed to reject the null hypothesis for Unit 

Root at level, while for NIPS, the ADF and PP tests could not validate the stationarity of the 

variables at level.  Consequently, BVPS and NIPS were subjected to Unit Root test process at 

first differencing and at which level both variables were found to be stationary and integrated 

of order one, I(1).  Some of the variables in the series are integrated at order one, I(1), hence it 

became necessary to carry out Cointegration test to ascertain if there can be a linear 

combination or equilibrium relationship among the series in the long run. The Johansen 

Cointegration Test procedure was carried out and the results are shown in tables 5. 
 

Table 5: Summary of Johansen Cointegration Test Results on ASR Model Series for 
Accounting Quality 

 

Date: 05/13/20   Time: 08:05   
Sample (adjusted): 5 138   
Included observations: 133 after adjustments  
Trend assumption: Linear deterministic trend  
Series: ASR BVPS BVCH NIPS NICH    
Lags interval (in first differences): 1 to 4  
     
Unrestricted Cointegration Rank Test (Trace)  

Hypothesized  Trace 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

None *  0.219963  127.5311  69.81889  0.0000 
At most 1 *  0.179172  87.03957  47.85613  0.0000 
At most 2 *  0.159908  54.85660  29.79707  0.0000 
At most 3 *  0.097759  26.45491  15.49471  0.0008 
At most 4 *  0.057695  9.686498  3.841466  0.0019 

 Trace test indicates 5 cointegrating eqn(s) at the 0.05 level 
 * denotes rejection of the hypothesis at the 0.05 level 
 **MacKinnon-Haug-Michelis (1999) p-values  
     
Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 

Hypothesized  Max-Eigen 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

None *  0.219963  40.49155  33.87687  0.0070 
At most 1 *  0.179172  32.18297  27.58434  0.0119 
At most 2 *  0.159908  28.40169  21.13162  0.0040 
At most 3 *  0.097759  16.76841  14.26460  0.0197 
At most 4 *  0.057695  9.686498  3.841466  0.0019 

 Max-eigenvalue test indicates 5 cointegrating eqn(s) at the 0.05 level 
 * denotes rejection of the hypothesis at the 0.05 level 
 **MacKinnon-Haug-Michelis (1999) p-values  

Source:  Computed with data extracted from published financial statements of  
    selected companies. 
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In table 5, both the Trace and the Max-Eigen test results indicate five cointegrating equations 

at the 0.05 level.  Accordingly the null hypothesis for the Unit Root test is rejected, suggesting 

that the variables may have long run relationship and that short run shocks among the variables 

in the series may likely converge in the long run.  

Accordingly, we proceed to test the null hypothesis which postulates that: 

H0:     IFRS adoption has no significant effect on the Accounting Quality of listed 

companies in Nigeria 

In carrying out this investigation, the fixed and random effect semi log regression models and 

the Hausman Tests were carried out and the significance of the Chi-square from the Hausman 

test guided the selection between the two regression results. The results of Hausman Test are 

summarized in table 6.  

Table 6: Summary of Huasman Test Results on ASR Model Series for Accounting 
Quality 

Correlated Random Effects - Hausman Test  
Equation: Untitled   
Test cross-section random effects  

Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  

Cross-section random 10.660494 4 0.0307 

     
Cross-section random effects test comparisons: 
     
Variable Fixed   Random  Var(Diff.)  Prob.  

LNBVPS 0.069066 -0.100584 0.038521 0.3874 
LNBVCH 0.100197  0.041584 0.001367 0.1129 
LNNIPS 0.274529  0.066964 0.011324 0.0511 
LNNICH 0.070335  0.061076 0.000421 0.6517 

Source:  Computed with data extracted from published financial statements of  
    selected companies. 

 
Since the Hausman Test result in table 6 shows that the Chi-square statistic of 10.6604 is 

significant (p = 0.0307 < 0.05), the Null Hypothesis of the Hausman test is rejected; hence the 

fixed effect regression model is adopted and presented in table 7 and used as basis for 

hypothesis testing. 
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Table 7: Test Results of ASR Fixed Effect Regression Model of Accounting Quality. 
 
Dependent Variable: ASR   
Method: Panel Least Squares   
Date: 05/13/20   Time: 08:41   
Sample: 2012 2018   
Periods included: 7   
Cross-sections included: 21   
Total panel (unbalanced) observations: 66  

Variable Coefficient Std. Error t-Statistic Prob.   

C -0.046522 0.540488 -0.086075 0.9318 
LNBVPS 0.069066 0.224615 0.307486 0.7600 
LNBVCH 0.100197 0.064961 1.542421 0.0131 
LNNIPS 0.274529 0.136599 1.009750 0.0511 
LNNICH 0.070335 0.037036 1.899126 0.0065 

 Effects Specification   

Cross-section fixed (dummy variables)

R-squared 0.499727     Mean dependent var 0.080333 
Adjusted R-squared 0.206885     S.D. dependent var 0.406476 
S.E. of regression 0.361995     Akaike info criterion 1.087121 
Sum squared resid 5.372659     Schwarz criterion 1.916536 
Log likelihood -10.87499     Hannan-Quinn criter. 1.414862 
F-statistic 1.706471     Durbin-Watson stat 2.225686 
Prob(F-statistic) 0.046686    

Source:  Computed with data extracted from published financial statements of 
        selected companies. 

 
Results in table 7 indicate that the model is properly specified with F-statistic of 1.706471 

being significant at 0.05 level. The Durbin-Watson statistic of 2.225686 is within the 

acceptable range of 1 to 3 suggested by Field (2009) and indicates the absence of 

autocorrelation problem in the series. The residuals also indicate that the BVPS and NIPS with 

their associated changes (BVCH and NICH), jointly account for about 49.97% of the changes 

in Annual Stock Returns to equities during the IFRS reporting regime.  

 
The coefficient of the log of BVCH is positive and its magnitude is 0.100197.  The associated 

t-value of 1.542421 has a p-value of 0.0131 and this satisfies economic a priori expectation of 

significant influence on ASR. This implies that a 1% increase in Book Value of equities Per 

Share (BVPS) leads to approximately a 0.10% increase in annual stock returns. Similarly, a 

positive coefficient of the log of NICH of 0.070335 (with t-value of 1.899126 and p-value of 
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0.0065 < 0.05) connotes that a 1% increase in Net Income Per Share (NIPS) of the companies 

that adopted IFRS have their annual stock returns (ASR) increased by about 0.07%. 

Accordingly, since the coefficients for NICH and BVCH are positively signed consistent with 

decision rule in Enggar, (2013),  the null hypotheses (H0) is rejected, adoption of IFRS over 

the period is presumed to have significant and positive trade-off on accounting quality of listed 

entities in Nigeria. It is therefore concluded that the adoption of IFRS has sustainable 

significant and positive effect on the accounting quality of earnings and book value of equities 

of listed entities in Nigeria. 

 

Although, the implementation of IFRS is shown to result to positive increases in accounting 

quality, it should be noted that the responsiveness of annual stock returns (ASR) to the changes 

in both BVPS and NIPS is inelastic – producing a less than proportionate increase in ASR of 

0.10% and 0.07% for a 1% increase in BVCH and NICH respectively. This calls for due care 

on the part of management in exercising judgment when applying standards that call for fair 

value.  

 

This is in line with positive coefficient predicted in our a priori expectation. The result of the 

present study accords with a good number of findings in previous studies, including Abdullahi 

and Abubakar (2020); Jubril (2019); Olajide, et. al., (2018); Uwuigbe, et. al., (2017); Pena and 

Franco (2017); Nijam and Achambawa (2016) and Agyei–Mensah (2016).  

 
However, a few studies made inconsistent findings on the subject. Yasas and Pereva (2019) for 

instance used data of listed manufacturing companies in Sri-Lanka and found no significant 

difference in the value relevance (accounting quality) in the post IFRS adoption period. 

Uwuigbe, et. al., (2016) also reported that the quality of accounting information in financial 

statements decreased after IFRS adoption, just as Umobong and Akini (2015) indicated a 

decline in accounting quality of listed cement and brewery companies in Nigeria.  In South 

Africa, Ames (2013) reported that, while no significant improvement in earnings quality of 

sampled firms were recorded in the post IFRS adoption period, significant changes occurred in 

the value relevance of post adoption era. 

 
Concluding Remarks 

This study finds that implementation of International Financial Reporting Standards (IFRSs) 

has significant and positive effect on accounting quality of listed entities in Nigeria and 
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concludes that all economic entities in the country should see compliance to global reporting 

requirement as a major avenue for enhancing corporate financial information disclosure and 

for showcasing the competitiveness of management quality with those of other entities at 

national and international levels. Accordingly, companies operating in Nigeria should be 

zealous/eager to fully comply with IFRS to increase the quality of their earnings and the book 

value of equities as evidence from this study has shown that IFRS implementation has 

significant positive trade-offs with market value of equity and sustainably enhances annual 

stock returns and by extension, the accounting quality of the reporting entities. Such positive 

impacts, enhances the relevance assessment and perceptions of investors and other stakeholders 

of corporate entities, and thus, make the entities more attractive and assessable to capital from 

both local and foreign investors following increasing globalization of business and economic 

activities. 
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