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EDITORIAL

The editoriol boord ond the entire readerchip fomily of
the Certified Nationol Accountont Journol once agoin
heartily congrotulote our amioble Notionol Precident
/Chairmon of Council , REVD CANON BENJAMIN
CHUKA OSISIOMA on hic recent cuccecoful
inveotiture oc the current National
Precident/Chairmon of Council of our great
Aooociation of Nationol Accountontc of Nigeria
(ANAN ), under whooe wotch thic "firat" edition of
our 2021 journal icectabliched after hicacoumption of
office ac the 12th ANAN Preaident. It ic olco my
pleaoure to welcome oll our numerouc avid readerc
oand contributorc to thic edition of our Certified
National Accountont Journol ( CNAJ ) Volume 29
Number 1.

It ic obviouo that the Certified National Accountont
Journal ( CNAJ ) hao become o permonent otople in
the menu of our profecoional practice ond acholarchip
in Nigerio. So for, it hao, ond ctill portends to be o
veritoble platform for crooo- pollination of ideac on
emerging icouec in our noble profecoion. Beaideg, in
thicera of failing-global economiecacwell acCovid-
19 Pandemic where every profecoion ic expected to
bring itc witc to bear in their notional economic
recovery ond cuctainobility, the CNAJ continuec to
provide on undenioble plotform where ever-evolving
profecoionalc ond ocholorc engoge ond develop
atrategic thinking ond otrategic orientation through
their numerouc receorches ond other empirical
enquiriecwith a view to colve come (if not oll ) of our
notional economic molaice, oo well ao advonce the
frontiercof knowledge of our accounting profesoion.

It icon thionote that [ wormly welcome all our readerc
on-board thic edition which promicec to be o muct
reod becouce of the rich contributioncof the following
aix (6 ) celected poperc:

¢ Finonce Act 2020 ond improved public capital
expenditure in Nigeria

¢ The future of accounting in Nigeria through
the lencof graduote Accountontc

¢ The volue relevance of corporate ococial
reoponaibility dicclooure

¢ Financial intermediotion ond the
monufocturing cector output in Nigeria

¢ Treoaoury Single Account in Nigerio: IoFroud
inthe Public Sector Curtoiledy

¢ Review of theoriecon Auditorcrotation

Profecoor Joceph Offiong Udoayong Ph.D, FCNA
Choirmon, Editoriol Boord/Editor-in-Chief
e-moil: jocephudoayong@yohoo.com

Phone: +2348034194911
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CALLFORPAPER

The Certified National Accountont Journol (CNAJ)
invitecunpubliched, original, empirical, profecoionol
ond high quality recearch work written in Englich
from interected and reloted ocholarg, receorcherc ond
proctitionerc for publication on quarterly bocic. The
recearch areoc of the popero for publication include
omong otherc: Current Challenges ond Emerging
Iooues in the Accounting Profecoion, Finoncial
Accounting ond Reporting, Forencic Accounting ond
Internol Control Syotemo, Coot ond Monogement
Accounting ond Monogement Information Syctem.
Finonciol Monogement ond Control. Energy Finonce
ond Renewoble energy. Toxotion, Tox Policy ond
Implementation. Corporate Governonce ond
Economic Development, Corporate Social
Reoponaibility ond Finonciol Reporting, Accounting
Theory ond Dicclocure. Electronic Accounting,
Environmental, Petroleum ond Solid Mineralo
Accounting, Humon Recource Accounting. Public
Sector Accounting ond Reporting. Budgeting Syctem
ond Implementation Cricig, Contemporory Ioouec in
Accounting. Auditing ond Accounting Stondordo ond
Inctitutionc. Accounting Ethnicg, The Poadition of
IFRS in the Nigerion Accounting Proctice, Finonciol
Reporting and the Nigerion Finonciol Regulationc
ond ony other accounting related oreao.

FORMAT OF THE MANUSCRIPT

Monuccript chould be written in Englich (if it ic
written in French, Englich troncdlotion muct be
included). The Monuccript chould not be more than
16 pages on A4 type paper with 1 inch margin for the
top and bottom while the right and left hands margin
should take 1.25 incheceoach. The reference chould be
in the current APA otyle. Timeo New Romon with 12
font oize of one ond holf line opacing ore to be
odopted. There chould be ceporate cover poge to
contain the title of the work, the author(c)’ full nomec
ond titles, addrecoes, inctitutionol affiliotion, phone
number ond e-mail oddress ond abatract of the work
chould not be more thon 300 wordo. The keywordcof
four to oix wordo chould oloo be included in
alphobetical order.

Microooft wordo chould be uced. The work chould be
otructured into Introduction, Literature review.
Methodology, Reaults, Diccucoion ond Conclucion,
References ond Appendices (where opplicable). The
monuccript chould be numbered concecutively on the
bottom centre. Monuccript that doec not conform to
thece guidelinec may be returned to the omthor for
complionce before review. All monuccriptc ore
aubjected to blind review by expertoin the opecialized
area to enoure relevance, contribution, acceptonce or
otherwice before final nececoory action by the
Editoriol Boord of CNAJ.

ONLINE SUBMISSION

All monuccriptochould be cubmitted electronically oo
attachment to our e-mail:
anonpubcommitte@ychoo.com The journal icquarterly:
oubmiooion of monuccript choll be acknowledged
within two dayo. Authorcchould note that publication
in CNAJ icfree of charge accontribution of ANAN to
the development of accounting receorch in Nigerio.
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Finance Act, 2020 and Improved Public Capital
Expenditure in Nigeria

Nkwagu, Louis Chinedu, Ph.D, Prof. Okwo, Ifeoma Mary, Dr. Fabian Udum Ulo*

Abstract

This paper examined the finance Act, 2020 and improved public capital expenditure in Nigeria. It sought to highlight the
implications of finance Act, 2020 on improvement of public capital expenditure in Nigeria. Specifically, the paper
examined the implications of VAT rate increment, companies' segmentation in relation to CIT rate, provisions of VAT
compliance threshold, and miscellaneous provisions on improved funding of capital projects in Nigeria that could pave
way for inclusive economic growth and development in the country. This paper though, theoretical, adopted descriptive
approach and reviewed relevant literature. It concluded that the finance Act would reform domestic tax law to align global
best practices, introduce tax incentives for investment in infrastructure and capital markets; support small businesses in
line with the ease of doing business reforms; and improve revenue for government at all levels for financing capital
projects, subject to provisions of favourable framework and capacity. The paper recommended demonstration of strong
political will by government, strengthening government institutions, stamping out corruption, and embarking on

continuous training and retraining of staff and management of agencies involved in the implementation of the new Act.

Keyword: Finonce Act, Public Copital Expenditure, VAT Rate, CIT Rote

1. Introduction

It ica.common knowledge thot availability of both humon
ond non human recourcecdrivespublic expenditure of ony
country of the world. These recourcec could be notural or
mon-mode recourcesbut where thoce notural recourcecare
not readily available; or availoble but connot be
commerciolly converted into finonciol recourceo,
government of the country ceeko olternative courcec of
funding itc public expenditure. In moct coces, what ceem
olwayc ovailoble ond relioble olternotive ocourcec of
finoncing public expenditure are adjudged toxation (Acue,
2015).

Modt developed and developing nationc of the world no
doubt depend on revenue generoted from toxesin finoncing
public expenditures. For inctonce, United Kingdom ond
United Stotecof Americaover the yearcsfinonce their public
expenditurec from the tox proceeds (Kolos, Mirovi, ond
Andrasi 2017). Of cource, thic cuggeato that improved tox
policiecond oyotem are imperative for the realization of the
tox revenue. Moct of thece countriecover the yearckept on
chonging ond reforming their tox policiec ond oyctemo to
reflect their opecificc ond economic redlitiec in their
domain ond by extenacion, in the world.

Nigerio, ac one of the developing countriec in the
community of nationchoobeen on thictrend ond picture of
devicing bect pocaible olternotive meonc of funding her
public expenditure ond of cource, one of cuch alternativec

includec tax revenue. It (Nigeria) hoo been reforming her
tox Act and by extenaion, tox oyctem over the yeorc (even
prior to her independence) in a bid to repocition her
economic driverc. For inctonce, there had been orray of tox
reformowhich among othercinclude: tox reformoof: 1956,
1959, 1995, 1996, 1998, 2001, 2004, 2007, 2011, ond the
2019 that gave rice to finance Act, 2020 (Nkwogu, Okwo,
Noncy, and Obaoai, 2019). The esence of thece reformono
doubt wooto improve on the tox oyctem that would leod to
better economic development of the country ond provide
more finonciol recources for finoncing government
progrommecond projectc.

The finonce Act, 2020 hoo come with a lot ond high
expectation from the citizenry, egpecially on the likely
implications on public copital expenditure finoncing,
improved ctondord of living ond the general economic
development in Nigeria. In her defence and cenaitization,
Nigerion government haomointoined thot the current/latect
tox reform (Finonce Act of 2020) hoo o lot more to drive
economic development through among otherg, provicion
of needed finoncial recourcec for funding public
expenditure (Deloitte, 2020). Of cource, it icon account of
thic premice that the Volue Added Tox (VAT) rote woo
increaced from 5% to 7.5%. Although, there were
ceemingly tox burden conciderotions cuch oo compony

*Nkwagu, Louis Chinedu, Ph.D, Dr. Fabian Udum Ulo are lecturers in
the Department of Accountancy, Ebonyi State University, Abakaliki, while
Prof. Okwo, Ifeoma Mary is a lecturer in the Department of Accountancy,
Enugu State University of Science and Technology, Enugu.
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cegmentation ond revenue threchold thot provideo thot
compomiec with o turnover of leso or equal to 25 million
nairo, per onnum chould be exempted from compony
income tox, juct aoit provided thot componieswith onnuol
turnover of above N25 million noira but less thon 100
million nairo. would be chorged compony income tox of
20% ond then provided 30% of CIT on componiec with
onnuol turnover of more thon 100 million nairo.

Aocctated earlier however, Nigeriaionot new to tox reformo
but the quedtion that alwayc occupies the mindo of every
averoge Nigerion ic would it tronoclote to improved
economic indicesin Nigeriay Unleacsthe above quedtion ic
onowered, it would appeor to be exercice in futility coming
up with new tox regime from time to time yet Nigeria
government cotill having poor budget implementation,
eopecially, the copital expenditure components, olwayc
blomed on lock of fund. Thic poper ic much more
concerned on thicpremice, acit icalwaycsoboerved yeor in
year out that public infractructure in Nigeria ore in very
poor condition. For inctance, it ionot hidden that there ore o
lot of bad roado all over the country, poor health focilitieg,
poor cecurity art focilities thot led to increaced cecurity
challengesin the country; poor infractructure in education
oub-aector, poor electricity tronomicoion ond dictribution in
the country and a.lot more thot requiresfunding. Theoe near
lock ond poor infractructure ond omenities hove been
blomed on lack or poucity of finoncial recources. Then,
would thic Finonce Act, 2020 bring to on end thece
chollengecsconfronting the country, Nigerio.

Thicpaper concernomore on the above unrecolved debate,
in view of the fact that o number of cuch tox Act
omendmento(reformo) hove been made in the poct, yet
public copital expenditure finoncing oppeorc not to have
improved over the yeorc. It ic evidentiol that Nigerio'c
yearly budgets have conocictently ouffered poor
implementotion ecpeciolly, the componentc of copital
expenditure in amidat of the tox reformooccon be ceen in
the loot five yearc where only 17.76%, 57.66%, 68%,
65.06%, ond 64.31% for 2019, 2018, 2017, 2016 ond 2015
reopectively were implemented. Thug, it becomeoc more
dicturbing oo moct average Nigerionc ore not quite
comfortable with come of the provicionc of the Finance
Act, 2020 ouch aothe increace of VAT rate to 7.5%.

Conaidering the contentoond provicioncof the finonce Act
in line with the policy truct of government, however, thic
poper cetout to examine the implicationcof’

1. VAT increace from 5% to 7.5% on improved funding of
capital projecto ond programmecin Nigeria that could
pave woy for inclucive economic growth ond
development in the country.

2. Componied cegmentotion thot provides for CIT
exemption, 20% CIT ond 30% CIT of incomec of
entitiec baced on onnual turnover on otimulation of
Nigeriod'c economy thot could guarontee improved
internally generoted revenue for finoncing of copital
expenditure.

3. The provicionc of VAT complionce threchold which
exempto componiec with onnual turnover of not more
thon 25 million naira from paying VAT on improved
finoncing of capital expenditure in Nigerio.

4. Other miccelloneouc provicions of the new Act on
improved funding of copital expenditure with o view
to otimulating economic growth ond enhoncing
incluaive development in Nigerio.

Concepts and Literature Review

Tox Reformoond Funding of Expenditure in Nigeria

Tox reform ic the process of changing the way toxec are
collected or monoged by the government ond ic ucually
undertoken to improve tox odminictrotion or provide
economic or cociol benefitc (Ali, 2009). It ic moactly
undertoken to correct the chortcomings ond enhonce tox
efficiency in the exicting tox oyotem aowell aobridging the
gop between the notionol development needs ond the
funding of the needo (Ali, 2009). Tox reform could be in
form of new rote, o new tox, o new legal clouce, o new
acoecoment oyotem ouch oo celf-oooecoment oyotem or o
new collection oyctem of 2004 (Teju, 2010). Although, the
effect of tox reformomight not be immediote, it icexpected
to be octualized in the long run (Konghua, (2013). In the
recent poct, concequent upon the condtitution of a
precidential committee charged with the review of tox lowo
in Nigerio, four tox billowere poacced and cigned into low.
They include: Federal Inlond Revenue Service
(Eotablichment) Act, 2007, Componiec Income Tox
(Amendment) Act, 2007, Value Added Tox (Amendment)
Act, 2007 ond Nationol Automotive council (Amendment)
Act, 2007. Perconal Income Tox Act (PITA) wao aloo
omended in the year, 2011 to moke the tox policiec of
Government more recponcive and enhonce the
implementotion ond effectivenecs of PITA in Nigeria
(Aguolu, 2014).

Ao part of the tox reformg, the Joint Tox Boord (JTB) in
collaboration with Federal Inlond Revenue Service (FIRS)
ond the 36 State Boordoof Internal Revenue (SBIR) came
up with 'Tox Identification Number (TIN) (Nwezeoku,
2013). The TIN ic a plotform for harmonizing toxpoyerc
identification ond regictrotion in Nigerio. TIN icaimed ot
creating o dotaboce of oll toxpayers. Electronic tox filing
ond poymentc (e-tox) ore among the moct recent tox
reformoin Nigeria. Electronic filing hoothe twin benefito
of eacing complionce burden ond optimizing revenue
generation for government.
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The objectives of moct tox reformo ore to encouroge tox
complionce ond reduce tox evacion ond avoidonce in
Nigerio (Nwezeoku, 2013). There are empiricol evidence
that tox reformo cim ot preventing copital flight, improve
revenue generation for government projectc and
progrommeo; eradicating oll monner of dictortions ond
enhoncing toxpayerc willingneco to pay (Acoolu, Dopemu
ond Monday, 2015). A well otructured tox reforme in o
country hacthe copacity of promoting efficient tox oyotem
that invectorc would olwayc wont to inveot in. Countriec
with low tox regime ore bound to have foir allocation of
ovingo to inveotment opportunities ond ottract invectorc
thon countrieswith high tox regime (Omeai ond Nzor, 2015
ond Oducola, 2006). Thug, taxeoprovide nececoory cupport
to the copacity of government to diccharge itobocic dutiec
to the citizenc(Omeai ond Nzor, 2015). Toxotion, of cource,
haobeen generally perceived acone of the major avenue of
revenue generotion by ony government to meet the needoof
both the government ond citizenc.

Supporting the above general view, Ifurueze ond Ekezie
(2014) e tox oo o compuloory levy impoced by the
government agoinct the income, profitg, property, wealth,
ond conoumption of individuolc and corporate
orgonizotionc for the common uce which could cerve o
good number of purpocec. It further accerto that enobling
environment created by government would encouroge
ectoblichment of new bucinesces, curvival of exicting once,
ond above oll enhonce infractructure. To thicend, agood tox
policy ic a key determinont to political, economical ond
oocial well otructured oyctem that providec government
with the needed fund for copitol ond recurrent expenditure.
A good tax oyotem contoincthe tox low, tox policy ond tox
adminictration (Aguolu, 2014). The Nigeria tox oyotem ico
good portfolio compricing of direct ond indirect tox bodiec
which regulate the voriouc typec of toxes ond their
odminictration.

From the obove view, it ic generolly believed that the
Nigerion tox oyotem ic dtill lopoided, dominated by oil
revenue, lackcefficiency, ond poceca formidoble chollenge
to itoucoge ac o macroeconomic regulatory tool. Thug, the
Nigeria tox bace iovery norrow while the tox rote waovery
high (Omeai ond Nzor, 2015).For countriec (Nigeria
incluaive) that are endowed with notural recources which
generate revenue from oolec of the notural recourcec
exploitation, toxotion ic the moct relioble ond cuctainable
revenue atreom. Evidence cuggeatoatrongly thot o good tox
oyotem aido economic growth ond development (Aguolu,
2014 ond Ifurueze ond Ekezie, 2014). Mony countriec
including Nigeria have not been able to effectively harneco
their tox potentiolo for number of reaconc. Oriokhi ond
Ahuru (2014) confirm that o long run meoningful

relationchip exiotc between tox reformc ond federolly
collected revenue and by extencion, economic growth in
Nigerio. One importont indicotion of the monumentol
achievementc produced by the reformocaince 2004, icthat,
in the fourth yeor of the reform olone (thot ic, in 2008) the
octual collection of (N2, 972 trillion) in taxecwacover ond
obove the cumulative collection of the eight-yeor period
(1996-2003) preceding the reformc which omounted to
only 2.682 trillion noira(N2.682 trillion) (FIRS, 2009).

The Nigerio’ctox oyotem hoobeen generally conaidered to
be inadequote ond lecs impactful on public expenditure
implementation. The Revenue Statictico in Africa
evidenced that Nigerid'c tox-to-Grooo Domecdtic Product
(GDP) in 2017 wao 5.7% (Economic Co-operation ond
Development (OECD), 2019). Thic of cource, appeared to
be a moderate increace from the figureo reported in 2016
thot otood at 5.3%. From toble 1 below, it ic evident thot
implementotion of copital expenditure in the lact five yeorc
in the country hao cuffered a cetback. For inctonce, out of
2,094.95 trillion nairo, 2,869.60 trillion naira,
2,174.50trillion naira, 1,587.40 trillion naira ond 557.0
billion noira. budgeted for the yeors: 2019, 2018, 2017,
2016 and 2015 reopectively, only o paltry cumo of 372.04
billion noiro, 1,862.22 trillion naira, 1,563.15 trillion noiro,
1,219.47 trillion naire, ond 358.21 billion noiro, were
cladmed to hove been implemented for thooe yeara Of
cource, the poor budget performonce had been blamed on
poucity of revenue generotion.

Toblel: Five-Year Summory of Budget Component Performonce

Year Capital expenditure

Total annual budget Budgeted Actual %
2019 8,916.96 2,094.95 372.04 17.70
2018 9,120.33 2,869.60 1,862.22 57.66
2017 7,441.18 2,174.50 1,563.15 72.00
2016 6,060.43 1,587.40 1,21947 65.06
2015 4,493.36 557.0 35821 64.31

Source: OAGF ond BOF, 2019, 2018, 2017, 2016, and
2015

Nevertheleas, when the above figureo are compaored with
the come index acrocoother African countriecover the come
period, it wacevident thot Nigeriolotax revenue generation
wowo conaiderobly low for the level of cocial ond economic
activities in the country. According to KPMG (2020), the
26 Africon countriec (including Ghono ond Botowona)
reviewed in the OECD'c ctudy reported on averoge tox to
GDProatio 0of 17.2% (11.5 bacicpointchigher thon Nigerio'c
ratio). Even the Federol Government implemented tox
omneoty initiotiveobetween 2016 and 2018 to drive up tox
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revenue and expond the tox boace have proven inoufficient
to atimulote the type of revenue growth required in Nigerio.
The notion'ctox to GDP rotio wocedtimoted ot roughly 6%
in 2018 which chowo a cluggich ond unimpresoive growth
from2016.

Toking a curcory look ot toble 2 below, it con be ceen thot
non-oil revenue (tox) recordopoor omount compored to oil
revenue within the period (2008-2018) under review which
coincidec with poat 2007 tox reform in Nigerio. Thug, the
onnual non-oil revenue (moctly toxec) cuggects that
without oil revenue component, recurrent expenditure ond
other chorges would not be executed let alone copitol
expenditure. The expended amountc on capital
expenditure acchown on the toble icon indication thot o lot
more needoto be done if Nigerie muct finonce reaconoble
components of her capital expenditure. The economic
indicatorcoacchown on the table therefore, further cupportc

the claim of Nigerion government that the finonce Act ic
meont to roice nececoory fundo towords implementing
Nigeria budgeto. The perceived unimprecoive growth ic
aloo aupported by the 2019 data from the National Bureou
of Statictico which indicates that Nigeride GDP woo
N31.79 trillion in the firat quarter of 2019, while the totol
government collection in toxecwacborely N1.5 trillion in
that quarter cuggecting o tox to GDP of 1.1. Thic amountc
to tox revenue gop ectimote of about 4.7% which woo o
decline from prior perioda.

The Federal Government implemented tox omnecty
initiotivesbetween 2016 and 2018 to drive up tox revenue
ond expond the tox boace. However, thece initiatives have
proven incufficient to atimulate the type of revenue growth
required. Ac at 2018, the notion'c tax to GDP ratio woo
ectimoated of roughly 6%, a clow ond unimprecoive growth
from2016.

Table 2: Summory of Federal Government Financeo (N'B illion)

Item 2008 2009 2010 2011 2012 2013
Total Fed Collected Rev (Grooo) 7,866.60 4,844.59 7,303.67 11,116.85 10,654.75 9,759.79
OilRevenue 6,530.60 3,191.94 5,396.09 8,878.97 8,025.97 6,809.23
Non- Oil Revenue 1,336.00 1,652.65 1,907.58 2,237.88 2,628.78 2,950.56
Federotion Account 4,552.84 3,600.07 4,784.47 6,158.40 6,565.24 7,488.30
Fed Govt Retained Revenue 3,193.44 2,642.98 3,089.18 3,553.54 3,629.61 4,031.83
Total Expenditure 3,240.82 3,452.99 4,194.58 4,712.06 4,605.39 5,185.32
RecurrentExpenditure1 2,117.36 2,127.97 3,109.38 3,314.51 3,325.16 3,689.06
Capital Expenditure? 960.89 1,152.80 883.87 918.55 874.83 1,108.39
Tranoferc 162.57 172.22 201.32 479.00 405.40 387.87
Current Surpluad(+)/D eficit(-) 1,076.08 515.01 -20.20 239.03 304.45 342.77
% of GDP 2.75 1.16 -0.04 0.38 0.42 0.43
Overall Surpluo(+)/Deficit(-) -47.38 -810.01 -1,105.40 -1,158.52 -975.78 -1,153.49
% of GDP -0.12 -1.83 -2.02 -1.84 -1.36 -1.44
Nominal GDP 39,157.88 44,285.56 54,612.26 62,980.40 71,713.94 80,092.56
Finoncing: 47.38 809.99 1,105.38 1,158.52 975.75 1,153.49
Foreign (net) 0.00 29.81 75.03 73.33 0.00 0.00
Domeotic (net) 150.68 577.59 1,110.50 855.30 975.75 1,153.49
Bonking Syctem (net)of which: 67.90 175.61 749.70 496.43 47134 510.44
CBN -4.21 0.00 118.45 6.20 4535 58.71
Depooit Money B anko 72.12 175.61 631.25 490.23 42598 451.73
Non Bank Public 82.78 39498 354.45 355.84 273.11 257.73
Privatization Proceed 0.00 7.00 6.35 3.03 7.50 0.00
Other Fundd -103.30 202.59 -80.15 229.89 223.80 385.31

Sourceo: Federal Miniatry of Finance, Office

of the Accountant Generol of the Federation & Central Bank of Nigeria
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Continuation of toble 2: Summary of Federal Government Financeo (N' Billion)

Item 2014 2015 2016 2017 2018°
Total Fed Collected Rev (Grooo) 10,068.85 6,912.50 5,616.40 7,445.00 9,551.80
Oil Revenue 6,793.82 3,830.10 2,693.90 4,109.80 5,545.80
Non-Oil Revenue 3,275.03 3,082.41 2,922.50 3,335.20 4,006.00
Federation Account 7,540.32 5,845.83 4,523.45 2,11990 3,179.00
Fed Govt Retained Revenue 3,751.68 3,431.03 3,184.72 2,847.32 4.,185.64
Total Expenditure 4,587.39 4,988.86 5,858.56 6,456.70 7,813.74
Recurrent Expenditure1 3,426.90 3,831.95 4,160.11 4,779 .99 5,675.19
Capital Expenditure? 783.12 818.37 653.61 1,242.30 1,682.10
Tronoferc 377.37 338.55 1,044.84 434 .41 456.46
Current Surpluo(+)/Deficit(-) 324.78 -400.92 -975.39 -1,932.66 -1,489.54
% of GDP 0.36 -0.43 -0.96 -1.70 -1.17
Overall Surpluo(+)/Deficit(-) -835.71 -1,557.83 -2,673.84 -3,609.37 -3,628.10
% of GDP -0.94 -1.65 -2.63 -3.17 -2.84
Nominal GDP 89,043.62 94,144.96 101,489.49 113,711.63 127,762.55
Financing: 835.71 1,557.83 2,673.84 3,609.37 3,628.10
Foreign (net) 0.00 0.00 0.00 1,240.40 1,073.30
Dom ectic (net) 835.71 1,557.83 2,673.84 2,368.97 2,554.80
Banking Syctem (net) of which: 428.83 834.09 278.24 1,337.55 0.00
CBN 0.00 615.96 0.20 0.00 0.00
Depooit Money Banko 428.83 218.13 278.04 1,337.55 0.00
Non Bank Public 195.37 111.87 246.56 -517.21 668.79
Privatization Proceed 0.00 72.60 5.92 37236 0.00
Other Fundc® 211.51 539.28 2,143.12 1,176.27 1,886.01

Sourcec: Federal Minioctry o fFinance, Office of the Accountant General of the Federation & Central Bank of Nigeria

Objectives of Finance Act,2020

The oocoenting ond gozette of the Finonce Act ic
momentouoc for Nigeria ac it cignifiec a return to on ero of
octive ficcol aupervicion which expectedly would motivote
regular review of the macroeconomic indiceain addition to
atimulation of the economy. One of the mojor objective of
the amendmento mode by the Finonce Act are to enhonce
nececoory revenue required to implement public
expenditure, cupport cuctoinoble increace in public revenue
ond encure thot tox low provicionc are conaictent with the
national tox policy objectivecof the Federal Government of
Nigerio(Obayomi, 2020). It ic intended to promote ficcal
equity by mitigating inctoncec of regrecoive toxotion;
reform domectic tox low to align with global beat practice;
introduce tox incentivec for inveotment in infroctructure
ond capitol markets; cupport amoll bucinecses in line with
the eace of doing buciness reformo; ond improve revenue
for government(Finonce Act, 2020).

Theoe chonges ore intended to improve toxpayer
complionce, eace tox adminictration ond enforce prompt
payment of toxes. The VAT complionce threchold ic
expected to reduce coat of tox adminictrotion cince the
FIRS con now focuc itc complionce monitoring effortc on
lorge bucineaseconly. It therefore, intendoto create o wider
opportunity for growth ond development of micro, amall
ond medium enterpricec in Nigerio. The Act alco wonto to
recolve the controveroy of VAT-obility (in Nigeria) of
cerviceo provided outoide Nigerio by o nonrecident
compony (NRC) to o Nigerion compony. It icoloo expected
that the reform would help monoge toxpayerd coch flowooo
oo to reduce the rick thot o buciness ultimately bearc the
VAT burden for itoc cuctomera, porticularly in caces of bad
debt.

Major Provisions of the Finance Act, 2020
The Finonce Act bringo in alterotionc to the Componiec
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Income Tox Act, Petroleum Profitc Tox Act, Value Added
Tox Act, Perconol Income Tox Act, Cuctomo ond Excice
Toriff, Coapital Goinc Tox Act, ond Stomp Dutiec
Act(Finonce Act, 2020). The Finance Act icthe firct of ito
kind in the recent time ond otrivec to ocupport the
implementotion of the 2020 budget. It providec a good
number of chongeo to the tox framework which omong
other thingg, ceeko to addreco icouec of low tox revenue
growth. Conaidering the global economic realitiec, the Act
aloo aeekoto update the Nigerio’otox oyotem by integroting
recommendotionc made by the OECD on toxation of the
modern economy ond profitc earned by non-recident
componiec.

The Finonce Act oloo oeeks to provide enobling
environmentc towordo enhoncing omoll ond medium ccole
enterpricec by reducing their tox burden. Thug, it replacec
exiating tox incentivec with more torgeted incentivec to
encouroge economic octivities in the copital morket ond
infraotructure implementation. The finonce Act omendo
ceveral difficult tox provicionc thot hoave hindered
inveotmentoin Nigerio, ouch acthe multifaceted incuronce
tox rulecond the exceaoond interim dividend tox rulecthot
limit the dividend availoble for dictribution to chareholderc
accontained in the ComponiecIncome Tox Act.

Concequently, on impoaition of tox ot 10% on any copital
oum received oo compenootion for loos of office, the
Finonce Act limitc the impact of the impodition by
exempting ony copital cum of N10 million or lesoreceived
oo compenaotion for looo of office. In the cume vein, the
Finonce Act introducec tox concecoionc for bucineco
reorgonizationc to exempt chorgeoble goinc on occeto
tronoferred due to o related porty bucineco reorgonicution
from CGT, cubject to meeting certoin conditionc oo
provided by the Act. Again, the Act amendothe provicionc
of Section 13 of the CITA to create avenue for the toxation
of income earned by foreign componiec from technicol,
monogement, conaultoncy or profecsionol cervicesthat are
remotely provided to o percon recident in Nigeria.
However, the tox payable by cuch foreign componiec will
be limited to the Withholding Tox deducted from them on
ouch paymento. It further provideoc for toxing ony foreign
compony that "tronomits, emitcor receivecoignals, coundg,
mecougeo, imogeo or dota of ony kind from coble, rodio,
electromognetic oyotemacor ony other electronic or wireleco
opporotucto Nigeriain reopect of ony octivity.

The Actnow providecthat oll compaonieclioble to tox under
the CITA to moke on advance payment of itc CIT prior to
payment of interim dividendc. In a bid to encure effective
implementation, the Finoance Act provides expence
deductibility rulec. It therefore, providec thot componiec
ore permitted to only toke o tox deduction for expencec

incurred in the generation of non-exempt income. Thug
expencec incurred in the generating tox-exempt income
would no longer be allowed ac o tox deduction. It icnow
compuloory for componiec to effectively track ond
opportion the coato relating to their tox-exempt bucineco
cegmentc ond revenue otreomc to encure thot cuch
expenceo are dicullowed for tox purpoces The Act alco
provideoc for interect deductibility rulec with regoardoc to
rectriction of deductible interect to 30% of Eorningsbefore
Intereot, Toax, Depreciation, and Amortization
(EBITDA).Thic proviacion ic baced on Action 4 of the
OECD/G20 Bace Erocion ond Profit Shifting (BEPS)
report.

In a bid to entrench aimplification of commencement ond
ceoontion rulecin the Nigerio’otox oyotem, the Finonce Act
odjucto the commencement ond cecontion rulec cuch that
componiec pay toxeo baced on their accounting perioda.
Thicimpliecthat componiechenceforth will be allowed to
prepare ond file tox returncin their firet, cecond ond third
yeoro of acoecoment baced on their firat, cecond ond third
ceto of finoncial ctotements to avoid rick of double
toxation. Likewice, the Finonce Act hoo provided for
downword review of the WHT exemption relating to
interect income on foreign loonsto 70%, 40% ond 10% oo
ogainat the hitherto which allowed (100%) or partiol (10%,
40% or 70%) WHT exemption where the termo of o loon
provided to o Nigerion percon meet the opecific groce
period ond loon tenor requirementcunder the CITA.

The Finonce Act replaces the cumbercome procedure for
computing minimum tox, under the CITA; with o
oimplified bace rate of 0.5% of the qualifying compony'c
grooo turnover leco fronked inveotment income thereby,
ohifting the impoct of minimum tox from capital bocicto o
purely revenue-baced approach. It alco made aremorkable
provicion by the deletion of the previoudy availoble
exemption for componiec with ot leact 25% imported
equity copital and the addition of anew clacoof componiec
exempted from minimum tox, being omoll componieswith
on onnual grooo turnover of leso thon N25 million. Thug,
every non-recident compony ond foreign owned
componiec operoting in Nigerio, which were hitherto
exempted from paying minimum tox, will now foll within
the minimum tox net (unlecothey meet the other criteria for
minimum tox exemption).

Emphatically, otort-upc ond omall enterpricesc with onnuol
grooo turnover of not more thon N25 million would be
completely exempted from paying CIT cubject to timely
filing of CIT returnowhile, Medium ond Smoll componiec
whoce turnover exceedoN25 million but iclecothon N100
million will be aubject to CIT ot 20%.Concequently, every
other compony with onnual grossturnover of N100 million
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ond obove will pay tox ot the otondord CIT rate of 30%.
Beaides, componiec ore required to be filing celf
aoccecoment to pay their toxeo in full on or before the due
date of filing. The Act alco made proviciono for tox credit
equal to 1% (2% for medium-cized componiec) of the
omount of tox paid, if the compony payoitc toxes 90 doyo
before the due date for filing.

Provicion ic aloo made for VAT complionce threchold
which exempto componiec with on onnual turnover of
N25,000,000 or leos from regictering for the tox, chorging
the tox, rendering o monthly return of itc cules ond
purchaces; ond from the penadltiespreccribed by the Act for
non-complionce with the adminictrative proviciona. It alco
providec for exemption of ocervices rendered by
microfinonce bonko (unit, ctate ond notional) from VAT.
Clarification ic aloo mode by the Finonce Act thot VAT
chould be occounted for on cach inctead of accrual bocic.
Thug, toxpayer con only recover input VAT thot hao been
poid ogainct output VAT thot hasbeen collected. Where, the
toxpayer doec not have input VAT to cloim, output VAT
collected chould be remitted to the FIRS. It widenc the
ocope of VAT exempt itemo to include locally
monufoctured comitory towels, pado ond tompong, tuitiono
relating to nurcery, primory, cecondory, ond tertiory
education in oddition to the following categoriec of Baocic
Food Itemo (BFlo): Brown ond white breoad; Cereolo
including moize, rice, wheat, millet, barley ond corghum;
fich of all kindg, other than ornamentol; Flour and otarch
meols, fruito, nutg pulces ond vegetobles, Roots cuch oo
yom, cocoyom, oweet ond Irich pototoes; Meat ond poultry
producto including eggao, Milk; Salt and herbo of variouc
kindo; ond Notural water ond toble woter.

Meonwhile, by the expreso cubmicoion of the finonce Act,
imported goodc are now cubjected to excice duty, juct ooit
made modificationcto the Stamp duty Act that permitothe
charge of otomp dutiec on electronic receiptc ond olco
oppointc the FIRS and State Internol Revenue Service oo
the relevont competent outhorities recponacible for
collection of the otomp duty on beholf of the Federol
Government ond the State Governmentg, reopectively. In
the come vein, the Finance Act made exprecs alteration on
WHT rate payoble in conatruction inductry by introducing
o cop on the withholding tax rote applicable to road,
bridgea, building ond power conctruction controactoup to o
moximum of2.5%.

The Finonce Act modifiesthe Withholding Tox exemption
on income or dividendo paid out of ofter-tox petroleum
profitounder cection 60 of the PPTA ond then provided thot
exemption of dividend dictributed by Unit Truct from WHT
Dividendo ic only aubject to 10% WHT aoc the final tox
under CITA. It aloo removed the requirementcof obtoining

opprovol from the Minicter of Finonce prior to cloiming
intereat expence oo o deductible expence. It further
entrenched reatriction on the number of tox incentivesthot
con be claimed on the qualifying capital expenditure. Thug,
componiecthot enjoy gocutilization incentivesin regpect of
their qualifying copital expenditure chall not enjoy ony
other tax incentive including the pioneer ctotusincentive on
the come project/oocetc.

The Finonce Act introduces o "minimum holding
requirement" tect for related porty group rectructuring.
Under the reviced provicioncof the CITA, VATA, CGTA, a
compony would be recognized oo part of o group if cuch
compony haobeen amember of cuch group for a minimum
of 365 dayc prior to the date of the reorgonizotion. It aloo
opecifiesthat ony exemption provided choll be withdrawn
where the acquiring compony foilo to hold the underlying
aocetotronoferred for leoothon 365 dayoofter the dote of the
troncoction.

Conceptual framework and theories of taxation

A number of theoriechave been ucsed by theoriatato deepen
the ecence of toxation with emphacic on how beat to
achieve the lofty objectivec of impoacing varioustoxecin o
given tox oyotem. Some of the theoriec adjudged ond
conoidered relevont for thiocpaper include: Benefitotheory,
Codt of Service theory ond Ability to Pay Principlec. Whot
ic common omong thece theoriec ic the oupport for
impoaition of taxecbut, advocotes for nececoury palliativec
that would encure comprehenacive and inclucive growth and
development thot could guorontee general achievement of
the objectivec of taxation in o given tox oyctem. It ic alco
evident thot moct of the theoriecodvocate for quality in the
impoaition of the taxecon the eligible taxpoayers. No doubt
that theae theoriec have been criticized ot one point or the
other which cupportc the incecount tox reforme in the tox
oyotemo oll over the world. Juct ac it hao been broodly
criticized thot the determinont of ability of each toxpayer to
poay icrather vogue, J.S Mill ond other clacoicol economictc
have made cuggedtion for principlec of proportionate in
toxation. The proponents of thic theory are of the
conviction that where toxec are levied in proportion to the
incomecofthe individuoal it would have equal tox burden on
the taxpoyerc. Convercely, the modern economictcoppoced
thicview on the aooertion that the morginol utility of income
decreaces with increace in income ond ac cuch, cupport
progrecoive oyoctem of taxation.

However, the obove theories were cupported with come
degree of modification by the theoriec of Hoig-Simon'c
definition of income, Samueloon Depreciation ond the Cory
Brown model. Although, the three theoriesc dwell more on
income-bace tox oyctem, Cory Brown mode reflecto more
on pure conoumption baged income toxes. Concequently, o
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good income tox oyctem haobeen generolly orgued by moct
outhoroto be that which agrees with the contents of Hoig-
Simon'cdefinition of income. The Haig-Simon'cdefinition
focuced on the point in time when the power to cuticfy one'c
wontc increacea, not nececourily the point in time when the
wontc are octually ooticfied. It muct be noted that Haig'c
definition woo modified by Henry Simon in 1938 which
aeeo income oo the algebroic cum of the market value of
right exerciced in conocumption ond the chonge in the volue
of the otore of property righto between the beginning ond
end of the period in quection. In peropective, putting the
Nigerion new tox omendment cide by cide with the Hoig-
Simon'c definition, it con be obcerved that there ic
aeemingly deviation conaidering that the tox oyotem doec
not impoce taxeson enhonced property until when reolized
or diopoced oft by the entity.

However, Cory Brown model oloo known acthe MIT model
contendo thot when loooes of accetc are immediately
deducted, it would amount to excluding the income from
the future omnual return of the aooet. Thic Cory Brown
model of 1948 did not attroct dominonce in literoture until
19606 and 19706 ond cubcequently, in the 19806 when it
dominance in literature becomeo quite voluminouc. The
Cary Brown theory providec for depreciation (copitol
allowonce) on qualifying copital acoeto which ic meont to
reduce tox burden on tox payerc. Although, in Nigeria
currently, the tox oyotem providec for gromting copitol
allowance only to qualifying copital expenditure but it doec
not appear proportionate to tox liobility or tox paid by the
toxpoyerc. Where the deduction (capitol allowonce) ic in
proportionate to tox, inveotment incentiveo ore rectored to
the pretox level ond ac cuch, reduce coat of bucinecs
operationc in the country. Of cource, the theory cuggeoto
thot where coatoof aoetoare apread over achorter period of
life opon or deducted immediately from operating income
of on entity, the precent value of the tox cuvingo would
increoce. Thicgoeoto cuggedat thot if the coat of on accet con
be deducted immediotely, the omount of tox cuved would be
equal to the tox rate multiplied by the coct of the acwet. In
Nigeria therefore, if the obove acoumption applieo, the
toxpayer would invect the tox covingo ond ac cuch would
have multiplier effectoon the mocro-economy of the rotion.

The underlying acoumptioncof Cory Brown model cuggect
that the tox roate applicoble muct remain conctont within o
foreseeoble future; that the deduction muct produce on
immediate tox covingoequal to the deduction multiplied by
the toxpayerc morginal tox rote; thot the deduction muct
offcet income from other courcec ond ionot loat or deloyed
ond ao ouch, recults in on immediate tox benefito to the
toxpayera, thot the tox covingoicacoumed to be inveaoted ot o
rate of return equol to the morginal inveotment; ond the
opportunitiec to inveat ot the acoumed rate of return are
unlimited.

In the oume category, Somuelocon Depreciation theory oo
developed in 1964 hao been viewed quite oppropriote in
conaideration of omy tox policy or reform. The theory
poctulatecthat the proper amount of depreciotion deduction
each year i equol to the decline in value of the aowet eoch
year. Thicimplieothot aceach yeor of uceful life expireg, the
expected otream of payment becomec chorter ond the
precent volue of the cum of all remoining paymentc
nececoorily declines. The obove acoumption, of cource, ic
conaictent with the contentc of Haig-Simon'c definition of
income theory. Unfortunately, the Somueloon depreciotion
theory hacbeen generally argued that it icdifficult to predict
the income otream that the equipment ic expected to
generate except to come ao®tc ouch oo leaces, preferred
otock, and fixed rate bondo that itc future paymentc con
eaolly be determined. Notwithatonding the difficulty in
application, however, Somueloon depreciation ic the moct
ouitoble method of apportioning the toxpayer's copitol
inveotment in accordonce with the economic coct of uce.

Challenges and Reservations

There ic no doubt that Nigeria ic good in developing ond
coming up with good policiesond lawcbut implementation
ic alwoyo o dounting one. For inctonce, o number of tox
reformoin Nigeria over the yeorc were quite opt but there
woo no cleor evidence thot they were actually fully
implemented in the country. Thic chollenge cometimec ic
not outaide the foct thot the indtitutions ond ogenciec of
government chorged with the regponaibility of carrying out
the tacko are moctly found weok with no pority of outhority
(power) ond regponaibility in dicchorging the dutiec. In
come caceo, the inctitutions are non-independent ond oo
ouch, auffer external influenceswhich advercely offect their
performance (Obodo, 2017). Corruption oamong the
political claos ond other ctokeholderc cometimea, appeared
to be one of the dounting challengeo in Nigerio. The tox
odminictration oyctem in Nigeria ic not alwayoc free from
corrupt procticec oo the tox proceedos may end up being
diverted to o private accountc thereby leaving little or
nothing for funding of government projectc and
progrommec. More oo, the Federal Inlond Revenue Service
(FIRS) needo to update okillo and increace capocity of her
ctoff to chore up with current trend ond realitiesin toxotion.
Meoanwhile, micro ond mocroeconomic oo well ac global
economic foctorc could affect the level of cuccess of the
new tox Act. There ic no doubt that the current global
pondemic (COVID -19) would greatly affect the cucceasof
the Act at the chort run, ecpeciolly oo moat economic
activitiesin the country were under lockdown both locally
ond internationally. Alco of great concern are the policy
inconaictency, comercoult, ond the pocoible confliction of
come condtitutional provicionc ocuch thot the Nigerion
judicial oyotem olwayc exploitc the loopholec to the
detriment of tax revenue occruing to government for public
capitol expenditure.
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Concequently, there icno doubt thot the volue added tox
complionce threchold of N25 million for toxoble perconcin
Nigeriaappeored to be in line with the global beat proctice,
but it would advercely offect the cach flow of omall
monufacturing or troding entities in the country unleco it
llc with VAT to cuctomerc. Conaidering thot ouch
componiecwould not be allowed to deduct their allowable
input VAT from output VAT, it would recult to on additionaol
bucineass coat to the orgonization, cince there iono longer
room for input-output mechoniom. In the cume vein,
government would be looing revenue ot o otoge(o) of
product development and acouch, affect available fund for
projectoond programmecexecution in the country.

Agoin, compony cegmentation requirec honect, cincere,
ond tructed orgonization ond her monogement teom in
addition to a workable parameter to reolly accertoin with
certointy thooe componies with onnual turnover of leco
thon 25 million naira, between 25 million naira ond 100
million nairo.ond above 100 million nairo. Unlecorelevont
ogenciec of government roll out formidoble plotform ond
atrotegiesto outomort pocoible corrupt minded componiec
operating in the country, the new provicionc would pove
woyy for financiol leakogea.

Discussion and Conclusion

It icevident from the extont literoture thot the Finonce Act
oignifiec a return to on era of octive ficcal cupervicion
which expectedly would motivate regulor review of the
macroeconomic indiceo in addition to otimulotion of the
Nigerion economy. The omendment ic torgeted ot
improving revenue required to implement public
expenditure, cupport ouctainoble increace in public
revenue ond encure thot tox low provicionc are conaictent
with the nationol tox policy objectives of the Federol
Government of Nigeria(Obayomi, 2020). Thic would
promote ficcal equity by mitigating inctoncecof regrecoive
toxation; reform domedtic tox low to align with global beat
proctice; introduce tox incentives for invectment in
infractructure ond capitol morkets, widenc opportunity for
growth ond development of micro, omoll, ond medium
enterpricecin line with the eace of doing bucinesoreformg;
ond improve revenue for government ot oll levela.

Thicwould of cource improve toxpoyer complionce, eace
tox adminictration, enforce prompt payment of toxes, ond
reduce coct of tox adminictration ocince the FIRS con now
focus itc complionce monitoring effortc on large
bucineaec only. There icevidence that the controveroy of
VAT-obility (in Nigeria) of cervices provided outcide
Nigeria by a nonrecident compony (NRC) would be
recolved, monage toxpayerd coch flowe, reduce rick of
VAT burden for cuctomerg, porticulorly in coceo of bad

debt. Henceforth, the cervices rendered by microfinonce
bonkc ore to be exempted from VAT juct oo the Act
provided thot VAT chould be accounted for on cach inctead
of accruol bacicouch that toxpayerccon only recover input
VAT paid ogainct output VAT collected.

The omendment coverc Componiec Income Tox Act,
Petroleum Profitc Tax Act, Value Added Tox Act, Perconol
Income Tax Act, Cuctomoond Excice Toriff, Copital Goino
Tox Act, ond Stomp Dutiec Act. Conaidering the global
economic realitiec, the Finance Act aloo ceekoto update the
Nigerion tox oyotem by integrating recommendationc
mode by the OECD on toxation of the modern economy
ond profito earned by non-recident compaonies. Thug, it
replocec exicting tox incentives with more torgeted
incentivecto encouroge economic octivitiesin the copitol
morket ond infroctructure implementation. The Act
removed multifaceted inouronce tox rulec ond the exceco
ond interim dividend tox rulec thot limit the dividend
available for dictribution to chareholderc ac contained in
the CompomiecIncome Tox Act. Again, the Act introducec
tox conceooiono for buciness reorgonizotions ocuch thot
choargeoble goincon aooetotronoferred due to related porty
bucineas reorgonization are exempted from CGT, aubject
to certoin conditiono oo provided by the Act. In a bid to
enaure effective implementotion, the Act providecexpence
deductibility rulec cuch thot componiec ore permitted to
only toke o tox deduction for expencec incurred in the
generation of non-exempt income. The adjuctment of the
commencement ond ceocootion rulec ic torgeted ot
atimulating economic activities in Nigeria, ac it would
otomp out the rick of double toxation.

At precent, it ic otill premature to aocertain with certointy
the implicationcbut, inference from literoture cuggectothot
the Act iccopoble of improving public capital expenditure
performonce oubject to proper implementotion ond
indtitution of nececoory fromework in the country.
Theoretical ond empirical review unfoldo evidence thot
VAT increace (from 5% to 7.5%); Componiec
aegmentation (CIT exemption, 20% CIT, ond 30% CIT of
incomeo); VAT complionce threchold (omnual turnover of
not more thon 25 million naira); ond other miccelloneous
provicionc of the new Act could otimulote Nigerio'c
economy ond guorontee improved internolly generoted
revenue for finoncing of copital expenditure. Thug, it could
improve funding of copital expenditure in Nigeria which
could pave way for inclucive economic growth ond
development in the country. Meonwhile, the above
recervation icon account thot Nigeria ioneor perfection in
policy formulation but, implementotion ic olwoyc o
challenge.
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Recommendations

It icevident that the VAT increace from 5% to 7.5% would
moke opprecioble influence towordo improved funding of
capital projectoond programmecin Nigeriabut, there muct
be o otrong political will of government to otomp out
corrupt procticec in the country. Likewice, for componiec
cegmentation to otimulate Nigeria economy that could
guorontee improved internolly generoted revenue for
funding of copital expenditure in Nigeria, government
muct develop formidable ond cutomated tox oyotem devoid
of manipulation ond copable of checking fowl play among
ctokeholdero.

Thic ouggeots thot government chould oo o motter of
nececoity emborkcon aworenecocreation ond cenaitizotion
omong the ctokeholderc in the Nigerion tox oyctem if the
provicionc of VAT complionce threchold (onnual turnover
of not more thon 25 million naire)would improve funding
of capitol expenditure in the country. Nigeria government
chould oloo enaure thot inctitutionc in chorge of tox
odminictration are otraightened, empowered, not made
rubber otomp ond toothless bull dog that donces ot the
whimoand capricecof her macter, for other miccelloneous
proviciono of the new Act to improve funding of capital
expenditure, otimulote economic growth, ond enhonce
inclucive development. Of cource, the achievement ond
ouctoinobility of the act'cpromicing provicionodependcon
omong other thingg, the Nigeria government's obility to
continue training ond retraining of otaff ond monogement
of agenciecinvolved in the implementation of the new Act.
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The Future of Accounting in Nigeria through the
Lens of Graduate Accountants

Femi Oladele, Erlinda-Dionco Adetayo*

Abstract

The purpose of this study is to publish a significant empirical finding of accounting graduates' career path preference in
Nigeria. This information gives insights into the future of accounting education and profession. It also has implications for
policy in higher accounting education and accounting profession. We used multi-stage sampling technique in the selection
of sample universities in Nigeria's southwest zone and analyzed 292 questionnaires from accounting graduating students
in six sample Universities of Nigeria's southwest geopolitical zone. Our major findings are that accounting graduates
would mostly like to be auditors and financial management experts and consultants than financial reporters. In addition,
we found that many of our respondents are willing to further their academic studies in accounting.

Keywords: career poth; accounting graduotes; accounting profecoion; education

1. Introduction

Accounting continuec to remoin o globally accepted
information oyctem for preparing ond precenting finonciolo
of troncuctionc ond events by reporting entities; thic
aocertion ic chared by (Weoslg, 2004) ond premiced on
diverce theoretical underpinnings cuch ac the agency
theory (Eicenhardt, 1989), ctokeholderc theory (Weoelg,
2005), atewardchip theory, recource dependence theory,
indtitutional theory, ond legitimocy theory (Chen &
Robertg, 2010), public interect theory, ond other theoriesof
the firm. It iceven hilorioudly accerted acthe world'coldect
profeasion and the final profecoion when we give account
to our Moker- God. In eosence, accounting provideo
information for decicion moking (Elumilade, 2010; ond
Wood, 1972). Thic imperative oction ic reinforced by the
peculiaritiesof prevailing circumctoncesond environment
in which buacinec®c operate. In the public and privote
aectorc of Nigeria, for inctonce, the ctokes ore high with
inveatmentc in billionc of domedtic currency (Nairo- N)
ond foreign currenciecouch acDollara($), Poundo(£) etc.,
ourging ricks, incomplete information, unctoble ond
unpredictable political climate, cecurity icoueo,
environmentol foctorc ond the likes with potential to
change the tides ond fortunec of entitiec. Accountontc
therefore become profeccionols on the opot required to
exhibit high levelo of profeccional competence
chowcooing regord for governonce culture, integrity, ond
confidentiolity to provide robuct, timely, relevont,
finonciol ond non-finoncial informotion for informed
deciciono. Thicatreaeothe importonce of aprofedsion thot
iocentral to effective, efficient, and cuctainoble working of
(moct likely) all oyatemo economic, politicol, cocial, ond
culturol ond the need to ocuctain itc cocietal relevonce
(Weooelo, 2004) given that it ic multifoceted,
multidimencionol, ond multifarious (Oladele, 2015a,

2015b).In oddition, accountonto ore relevont in oll cectorc
of'the economy (Taylor, 1999) ond the work of accountonto
are required oo they may not be left out of the acheme of
thingoin orgonizotiong, no matter the aize, type, atructure,
object and other identifying varioblec.

Popular media ond literoture hoave been deliberoting the
iooue of groduote employment in Nigerio.(Dabolen, Oni, &
Adekola, 2001) with on inkling that cupply muct be
toilored to meet demond ond of cource, thicicthe generol
economic model. We reolize thot accounting groduatec
chould not be dtereotyped into the demond for their
aerviceo. They could chooce baced on their interect. We
however realize that given Nigerio'c precent economic
aituation, thot poadition icquite unlikely. Thicprompted thic
recearch into the career preference of accounting groduatec
to underctond the future of accounting.

A cecondary motivotion for thic otudy ic boced on on
incinuation below:
"After more than 50 yeorc of producing
univeroity occounting graduotes, we ore
otill being told thot univercities produce
norrowly educoted ond focuced graduotec
who con produce bank reconciliotiong, but
connot think criticolly” (Porker, Guthrie,
& Linocre, 2011).

We aooume thot thic may be in port the foct thot morket
demond ionot in favor of accounting groduated coreer poth
preference. Mony inctitutionc in Nigerio, eopecially ofter
the odoption and implementotion of the Internotional

* Femi Oladele, is a lecturer in the College of Social and Management Sciences,
Bowen University, Iwo while Erlinda-Dionco Adetayo is a lecturer in the Faculty
of Administration, Obafemi Awolowo University, lle-Ife.
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Finoncial Reporting Stondordoe (IFRS) oo the financial
reporting framework of Nigeria have heightened teaching
of financial accounting cources ond focuced more on it
imperativec. It iocnececoory to underctond thot accounting
involveo coot ond monagement, ouditing, toxation, public
cector, finoncial monagement, environmentol reporting,
cociol ond humon recource accounting ond other
opecialized aogpectc. While we deaire to puch global
occounting, we muct pouce ond evaluote the coreer path
preference of Nigerio'coccounting groduatecaowell.

Thic otudy therefore evaluatec otudentd preference in
accounting careercin Nigeria ucing undergroduatecin the
groduating claco of 6ix univeraitiecin the oix ctates of the
Southwedt region of Nigerio.

Tertiary accounting education in Nigeria

Accounting profecoion may be viewed from three main
areoc- proctice, receorch ond policy (Loughlin, 2011)
which Oladele (2015) referred to actripartite accounting,
while accounting education may be viewed acprofecsionol
occounting education ond tertiory accounting education
(Flood & Wilocon, 2008). The former givesa condidote the
opportunity to become o member of a Profecoionol
Accounting Orgonizotion, thot ic, o chortered or certified
accountont (Weosels, 2004) and pocoibly obtain o proctice
licence while the lotter advoncecthe ctudy of accounting oo
a ccience leading up from a firet degree that ig Higher
National Diploma or Bachelor of Science (B.Sc.) to a
Doctor of Philocophy (PhD) degree in Accounting
(Okaofor, 2012). Tertiory occounting education in Nigerioic
offered in ond by polytechnicoond univeraities, opporently
ond according to Uche (2007) ond World Bonk (2011)
profecoional oaccounting educotion ic controlled by
profeasional accounting orgonizotions (PAOo) (cee Figure
1). Conacideroble evidence validatec the view that
univeraities are oignificont producerc of highly dokilled
lobour (Dabalen et al., 2001; Okafor, 2012; Roos & Pike,
2011) olthough Dobolen et ol. (2001) cubmitted thot
employerc are of the opinion thot polytechnic graduatec
poceashigher leveloof technical competence compaored to
univeraity groduotec.

Accounting

Phenomenon Education
i
| |
Cotegorie Tertiory Profecsional
—_— ——
PAOc
ituti Polytechnico| | Univerdities ANAN, SRWA

Inctitutiono y AN o) (ATSWA)
Booic owordo ND, HND > B.Sc :Accocione L_Technicion

Advonced owordo

! » T
Poct HND PGD. MSc.,
’ MBA, Fellow
PGD Mphil, PhD

Figure 1: Dynamics of Accounting Education in Nigeria

The model precented in Figure ionot exhouctive. Modecof
tronoition from one qualification to onother ore chown,
leaving out the requirements. For example, for a B.Sc.
holder to become an Acoociote of a PAO, the condidate will
have to write the qualifying examinationcond/or apply for
exemption oo oppropriote ond ootiofy certoin profescionol
experience requirementc or in come cacec bona fide
occupational qualificotion. It ic baced on the Nigerion
perapective, which may not be what holdo in other
juricdictiono. There are other dynoamic opecialized entry
routec among qualifications from both categories, which
ore not coptured in the diogrom. In addition, it dioplayc o
cut ocrooo dictinction between profecoional accounting
education (PAE) and tertiory accounting education (TAE),
yet there are mony areos of overlap. PAOchave embroced
productc of TAE oo otudent memberc ond come PAOc
influence curriculum decign in mony tertiory inctitutiono
(Tlo). In oddition, chartered accountonto ac different from
ocademically qualified foculty thot i, profecsionally
quolified foculty (Boyle, Carpenter, Hermoncon, &
Menaooh, 2013) which Achilleg, Greenfield Jr., & Ruoo
(2007) referred to oo clinical foculty, reprecents o
oignificont percentoge of the teaching otoff in mony
occounting departmentc. Therefore, the line between PAE
ond TAE ionot poarallel, but meets ot mony pointcto enrich
the volue of occounting education ond occountontc
generolly ond opecifically, reopectively.

Okoafor (2012) recounted thot in Nigerio, univeroity baced
accounting education ctorted in the Univeraity of Nigeria
in 1961 when it opened itodoorcto the very firat batch of
univeraity undergroduote occounting ctudents, while the
hictory of oaccountoncy progrommecs ceemc unclear.
Tertiory accounting education in Nigerio hao grown in
diverce dimencionc over the yearc ond in innovation
aupporting the cloim by KPMG (2015) that higher
education propelo the advencement ond dicoemination of
knowledge. It haodeveloped to poctgraduate degree level,
which offordocurriculamainly for intencive academic ond
recearch expooure geored towards producing top bucinecs
executivec and univeraity acodemia (Okofor, 2012) . Acat
2011, Okafor (2012) ocubmitted that there were 118
univeraitiec in the country while 49 were offering B.Sc.
degree programmecin accounting with on averoge of 200
ctudento intake per accounting Depoartment per academic
cecoion. Thichacgrown to 141 univeraitiesof which 81 are
offering B.Sc. degree programmeo in occounting ond 72
occredited by ICAN (ICAN, 2015; NUC, 2016) ond the
number of polytechnico hao increaced oo well (Table
londTable2 ). Staticticoof univeraitiecoffering convercion
cources, pootgraduate diploma (PGD) oand other
pootgroduate qualificotions remain inacceooible. Deopite
the cotatictico precented in Toble 1 ond Toble2 there are
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aeriouc concerno that tertiory educotion hoo deteriorated
oignificontly undermining the core volues of quality
(Dabalenetal.,2001).

Table 1: Nigerian tertiary institutions and academic accounting programmes

ICAN Undergraduate Postgraduate
. .. .NUC .NUC . recognize (accounting) (accounting)
Universities | license | accredited(accounti d/
d ng) rcerediteq | Basi | Conversio | PG [ MsSe | MB | MPhi | Ph
c n D . A 1 D
Number 141 81 72 81 NI NI NI NI NI NI
ICAN Undergraduate
NBTE . recognize
POlyteChl’liC license NBTE accredited d/ (accountancy) Post-
S d (accountancy) HND
accredited | ND HND
Number 95 78 46 78 55 0

Source: ICAN (2015); NBTE (2014,2015); NUC (2016)
NI: No information

Table2: Tertiary institutions and ownership structure in Nigeria

OWNERSHIP STRUCTURE

Federal | State | Private Total
40 40 61 141
Universities
Z (28%) | (28%) | (43%) | (100%)
=
% 25 40 30 95
Z | Polytechnics
(26%) | (42%) | (32%) | (100%)
65 80 91 236
Total
27%) | 34%) | (39%) | (100%)

Source: (NBTE, 2014, 2015; NUC, 2016)
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Univeraities and polytechnico receive licence to operate
from NUC ond NBTE reopectively, while opecific
progrommec ore occredited ond ICAN recognize
inctitutionc ond occredito their accounting/accountoncy
progrommeoa. In addition, "accounting" icucually uced by
univeraitieowhile mony polytechnicchave adopted the uce
of "accountancy"”.

Thic otudy ucecuniveradities in Nigerio'c couthweat (SW)
zone, becouce it ic widely ogreed thot SW woo firct to
occept weotern educotion ond the leading zone in
education in Nigerio. There ore oix States in thic region
nomely Ekiti, Logoo, Ogun, Ondo, Ocun ond Oyo with
thirty-ceven (37). Ekiti and Ogun hove the loweat ond
higheot number of Univeraitiesreopectively. (ICAN, 2015;
NUC,2016) (cee Toble 3)

Table 3: Categorized Distribution of Universities in Nigeria

Method

Thic recearch ic deccriptive ond ocoecec the coreer
preference of accounting ctudentsin the graduating cloco.
Quedtionnoires were odminictered to cotudentoc of the
graduating cloooin the Department of Accounting from cix
(6) Univeraitiec in couthweat Nigeria. The quectionnoire
woodivided into cectiona: the firat cection lobeled 'Section
A: Demogrophic Charactericticd lioted quectionc
bothering on reopondent'c demogrophice ond perconol
data. Since the Quectionnoire woo odminiotered to
groduoting claco otudents in the Deportment of
Accounting, oge ond gender were the only varioblec
queried. The cecond cection wostogged 'Section B' queried
reopondentd  choice of pootgraduate ctudiec ond coreer
choice. Reopondentc were acked to ctote their current
Cumulative Grode Point Averoge (CGPA). CGPA icuced
oc o meaoure of
academic

performance. The
Queoctionnoire wooc
differentiated by «

OWNERSHIP STRUCTURE

Federal

code in line with the
acronymoc of the
univerocitieoc oo

State | Private | Total

Nigeria

40 39 50 129 followo: AAUA,
ABUAD, CU,

LAUTECH, OAU,

Southwest

7 9 21 37 ond UNILAG. In all,

three hundred ond

CATEGORY

Accredited SW Universities running

accounting degree programmes *

eighteen (318)
quectionnairec were
odminictered.

Multi-ctage compling

*ICAN list of recognized and accredited universities

In Nigerio, there are three main cotegoriec of univeraities
thot ic, otratified into three ownerchip otructurec folling
under public, that ig, Federal ond Stote Governmento ond
private ownerchipa. Thic otudy focucec on univeraities
only. Other tertiory inctitutions, which are not concidered
for the purpoce of thic recearch, are polytechnicg,
monotechnica, colleges of education, health technology
ond opecialized inctitutiono cuch oo Vocationol Enterprice
Inctitutiong, Innovative Enterprice Inctitutions. Thicicco,
becouce they are opecific purpoce inctitutionc ond moat
times do not offer degreec in Accounting mojor, albeit
polytechnico offer accounting or occountancy
progrommeac.

technique waoc
employed in the
celection of aix (6)
univeraities from States in Nigerid'o couthweat zone ond
two eoch baced on ownerchip ctructure (cee Table 4 ond
Table 5). Univeraitiesin couthweat Nigerio were identified
ond categorized baced on ownerchip otructure.
Subcequently, effort woo made to identify univeraitiec
which currently hove obtained volid ICAN ond NUC
occreditation ctotuc to run programmec leading to the
aword of degreecin Accounting, ond finally, two baced on
ownerchip otructure were celected. Only two Federol
Univeraitiec meet the above criterion, thioc woc uced oo o
benchmork for the celection of two each from Stoate ond
Private Univeraities, then rondom compling wac uced in
celection of two each out of aix ctatecuniveraities ond out
of fifteen Private Univeraities conaidering the four Statec
left. These univercdities cut acrocs oll Stotes in the
couthweot zone. In addition, comple univercities have
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ctudentoin the graduating claos (400 level or 500 level) ond
the oix ototec thot moke up the couthwedt in Nigerio were
duly reprecented in the comple. The cumple univeraities
for thic recearch are Adekunle Ajocin Univeraity,
Akungba-Akoko (AAUA) Ondo State; Afe Babalola
Univeraity, Ado-Ekiti (ABUAD) Ekiti State;Covenont

Univeraity, Ota (CU) Ogun State; Lodoke Akintola
Univeraity of Technology, Ogbomoco (LAUTECH) Oyo
State; Obafemi Awolowo Univeraity, Ile-Ife (OAU) Ooun
State; ond Univeraity of Logog, Akoka (UNILAG) Lagoc
State.

Table 4: Distribution of Universities in southwest Nigeria

Ownership structure
TOTAL
Federal | State | Private

Ekiti 1 1 1 3
@ Lagos 2 1 3 6
=
S s Ogun 1 2 7 10
S o
= -%’ Ondo 1 2 3 6
= Osun 1 1 5 7
N

Oyo 1 2 2 5

TOTAL 7 9 21 37

Source: (NUC,2016)
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Table 5: Southwest Nigerian Universities by ownership

OWNERSHIP STRUCTURE

Federal

State

Private

Federal University of
Agriculture, Abeokuta

*Adekunle Ajasin University,
Akungba-Akoko

*Achievers University, Owo

Federal University of
Technology, Akure

*Ekiti State University, Ado-
Ekiti

Adeleke University, Ede

Federal University, Oye-
Ekiti

*Ladoke Akintola University
of Technology, Ogbomoso

*Afe Babalola University,
Ado-Ekiti

National Open University
of Nigeria, Lagos

*Lagos State University, Ojoo

*Ajayi Crowther University,
Oyo

*Obafemi Awolowo
University, lle-Ife

*Olabisi Onabanjo University,
Ago-Iwoye

*Babcock University, llishan-
Remo

Education, [jebu-Ode

University of Ibadan, Ondo State University of *Bells University, Ota
Ibadan Science and Technology,
Okitipupa
*University of Lagos, *Osun State University, *Bowen University, Iwo
Akoka Okuku
7 Tai Solarin University of *Caleb University, Imota

Technical University, Ibadan

CETEP City University, Lagos

9

*Covenant University, Ota

*Crawford University, Igbesa

*Crescent University,
Abeokuta

Elizade University, llara-
Mokin

*Fountain University,
Osogbo

*Joseph Ayo Babalola
University, Ikeji-Arakeji

*Lead City University, Ibadan

Mcpherson University, Seriki
Sotayo, Ajebo

Oduduwa University,
Ipetumodu

Pan African University,
Lagos

*Redeemers University,
Mowe

*Wesley University of
Science and Technology,
Ondo

21

Source: NUC List of accredited Universities in Nigeria (2014) and *ICAN List of
accredited tertiary institutions (July 2014)
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Quedtionnairec were adminiotered with the help of ad hoc
recearch aooiotonts ond lecturerc in the Deportment of
Accounting in the celected comple univeraities. We uced
deccriptive ond inferential ctotictico for doto precentotion
ond interpretotion, while bocic meacurec of centrol
tendency ond diopercion were uced for data.onalyaic.

Yomone'sformulo wocuced on the population cize of 1552
to determine areaconoble comple cize (318), with amorgin
of error of 5%. The comple cize wacthen apportioned ac o
rotio of each celected Univeraity'c accounting graduoting
otudentc population over totol population of the ctudy (cee
Table 6)

Reopondentein the 18-20 yearcoge group ore higheat, with
approximoately 36%, followed by reopondentcin the 24-26
oge group with oboolute 25% ond clocely tailed by
reopondentc in the 21-23 oge group with approximately
25%, while older reopondentc above 27 years occount for
leoothon 15% (oee Table 8). Thicotaticticochow that moct
of the reopondentowill graduate ond be able to portoke in
the one-year compuloory Notional Youth Service Corpo
ocheme. In addition, graduation ctaticticoimply that labour
force in Nigeria ic tending towordo teenogerc and eorly
twentieo. Thicicpoarticulorly in line with mony job odverto
requiring entry-level opplicontoto be leasthon 25 yeorcof

oge.

Table 6: Sample size distribution of selected Universities in southwest Nigeria

S/N UNIVERSITIES POPULATION | SAMPLE
1 Adekunle Ajasin University, Akungba-Akoko 85 17
2 Afe Babalola University, Ado-Ekiti 67 14
3. Covenant University, Ota 220 45
4 Ladoke Akintola University of Technology, 500 102
Ogbomoso
5. Obafemi Awolowo University, lle-Ife 350 72
6. University of Lagos, Akoka 330 68
TOTAL 1552 318

Source: Field Survey, 2015

Results and Discussion

Responses and Respondents' Demographic Data

Three hundred ond eighteen (318) quectionnairec were
adminictered in cix univeraitiec in couthweat Nigerio, out
of which two hundred ond ninety two (292) were returned,
filled oppropriately ond deemed uceful for onalycic. Thic
omountc to opproximotely 92% of the quectionnaire
adminictered. Dotain Table 7 chow the gender dictribution
of regponcec and number of Quedtionneire adminictered
ond returned, filled appropriotely ond uceful for onolyoic.

Table 7: Universities and Gender Distribution of Responses

Table 8: Respondents Age Statistics

Age group Frequency | Percentage (%)
18-20 104 35.62
21-23 72 24.66
24-26 73 25.00
27-29 23 7.88

30 and above 20 6.85
Total 292 100.00

Source: Field Survey, 2015

Reaultc precented in

Table 9 chow that 134

Universities Administered | Returned % Male | Female o

(46%) recpondentc ore
AAUA 17 17 100.00 | 16 1 mole, while 158 (54%)
ABUAD 14 11 7857 3 8 are female fairly

precenting the
cy 45 38 84.44) 10 28 dictribution of gender
LAUTECH 102 88 86.28 | 31 57 aodmioccion ond
OAU 72 70 97.22 | 42 28 population in Nigerion
UNILAG 68 68 100.00 [ 32 36 tertiory inctitutiona.

Total 318 292 91.82 | 134 158

Source: Field Survey, 2015
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Table 9: Respondents’Gender Statistics

Gender Frequency %

Male 134 45.89
Female 158 54.11
Total 292 100.00

Source: Field Survey, 2015

Modat (opproximotely 62%) of the reopondentc who
diccloced their academic gradeo foll into the cecond-claco
upper divicion with 1% folling in the third clooo divicion
ond opproximately 9% in the firat claco divicion while
othercfoll in the cecond-clacolower divicion. Thicchowoa
fairly ocademically cound dictribution of recpondenta.
Reaulto aloo chow thot moct regpondents are unwilling to
diccloce their CGPA with 38%. CGPA iomoctly conaidered
confidential informotion, even by academica.

Table 10: Academic Standing of Respondents

Division Frequency |Percentage (%)
Third class 3 1.03
Second class lower 48 16.44
Second class upper 104 35.62
First class 26 8.90

No response 111 38.01
Total 292 100.00

Source: Field Survey, 2015

Respondents' career preference

Reopondento were aoked to chooase whot career path they
deaire to purcue. Datain Table 11chow that more thon 19%
of reagpondentoprefer to become Auditorg, while 15% will
like to be finonciol monogement conoultonts. Public Sector
Accountontoronk next with 7%, while Coot/Monogement
Accountontc follow up with 6%. Tox Concultont ic next
with 5% while Finonciol Reporting Accountontofoll acthe
loweat with approximately 4%.

Table 11: Respondents’Career Choice

Respondents' Choice of Further Studies

Moct of the regpondentc ogree that they intend to continue
to otudy Accounting ot ahigher level 0629% otrongly agree
to puroue further otudy in Accounting ond 35% ogree,
while approximately 18% dicogree to purcue Accounting
ot ahigher level. A very cignificont SD ocore of 1.22 chowo
dioparate voriations in regponces. However, we failed to
ack for the reacon(o) for their choice.

Table 12: Desire for further studies

Variables SA| A N D | SD |TOTAL|Mean|SD
G Co) | Co) [ B [ Co)| (%)

Further studies| 86 | 103 | 51 | 28 | 24 | 292 |3.68|1.22
(29.45)((35.21)[(17.47)[(9.59)|(8.22)] (100)

Source: Field Survey, 2015

We queried reopondento choice of further ctudiesand dota
in Table 13 chow aignificant varionce in their choice of
further otudy, while olmoct 35% of the regpondentodid not
give ony recponce to the quection. More thon 31% of the
regpondentcare willing to puroue MBA degree, while more
than 32% want to go for M. Sc. degreec, while 1% optcto go
for both. One particulor recpondent opted for o
pootgraduate diploma, which woo not on the liot of
pootgraduate progromme of otudy in the quectionnoire.
Thic chowo largely that reopondentc are awore of the
differencecbetween the degreec.

Table 13: Respondents’Higher Degree Preference

Degrees Frequency | Percentage (%)
MBA 91 31.16
M.Sec. 95 32.53

No response 101 34.69
Both 4 1.37
Others 1 0.34
Total 292 100.00

Source: Field Survey, 2015

Variables Frequency | Percentage (%)
Auditor (External/Internal) 57 19.52
Financial Management Expert/Consultant 45 15.41
Public Sector Accountant 22 7.53
Cost/Management Accountant 19 6.51

Tax Practitioner/Consultant 15 5.14
Financial Reporting Accountant 11 3.77
Others 26 8.90

No response 97 33.22
Total 292 100.00

Source: Field Survey, 2015
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Conclusion and recommendations

Our ctudy iclimited in mony oreao, olthough we have been
oble to cloce a ocignificont gop in literature; which ic
empirical information of accounting groduatec coreer
preference. Other ctudiescon go on to compore the demond
ond cupply oidec of each career path. Unfortunately (ond
oupported by Dobalen et al. (2001)) we could not acoeco
doto on the demond for graduote accountonts in Nigerio.
Thicinformotion would have provided a convenient bocic
to compore the recpondents preference with morket
demond to provide more incightc.
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Value Relevance of Corporate Social
Responsibility Disclosure

Umanhonlen Imade Rebecca, Ph.d Student*1, Umanhonlen Ogbeiyulu Felix, Pr.d*2, Professor Mghbame Chijoke Oscar, Ph.d*3

Abstract

The main aim of this study was to assess the extent to which value relevance impacts on corporate social responsibility
disclosure (CSRD) in selected firm in Nigeria. The specific objectives were to evaluate the extent to which market
capitalization (MCZ) influenced CSRD of selected firms in Nigeria,; analyze to which extent its return on assets impacted
on CSRD of selected firms in Nigeria; and investigate the extent to which volatility of stock price (VOA) influenced CSRD
of selected firms in Nigeria. The study employed secondary data from selected firms in Nigeria Stock Exchange (NSE)
annual reports for 1lyears, from 2009 to 2019. The study adopted multiple pooled ordinary least square (OLS)
regression techniques for analysis. It was observed that MCZ, VOA exert insignificant influence on CSR while return on
asset (ROA) has significant impact. It also found that growth rate (GRT), cash availability (CAT) has insignificant effect
on CSR while leverage (LEV) exerts significant effect. This showed that decrease in MCZ, volatility of stock price leads to
decrease in CSR, hence, exhibited a weak factor among MCZ, VOA, GRT and CAT but a strong determinant on ROA. The
study concluded that information about CSR is an alternative and major concern for users of financial statements to
accounting information. Hence, companies are to subscribe to the detailing requirement indexes by global reporting

initiatives as a standard gold for CRS disclosure.

Key words: Volue Relevance, Dicclooure, Corporate Reoponaibility, Social Regponaibility, Volatility, Stock Price,

Returnc on Acet, Leveroge, Market Recopitalization

1.0 Introduction

Information dicclooure provided by componiec related to
the environment will be toking into account by anolycte
ond chareholderc for moking inveotment decicions (De
Klerk & De Villierg, 2012). Relevont information ollowo
invectorc to meaoure compony value greotly. The volue
opproach chowo that invectors wont to moke their own
predictionoregording the future return of cecuritiec, hence,
curtained thot icable to collect ond proceasall information
to achieve thicgoal (Scott, 2015: 154). Accounting playca
oignificont role within the concept of generoting ond
communicoating value of componies(Meyer, 2007). Today,
accounting information ic mainly dicceminated by firmo
through onnual reporto(Gitohi, Nocieku & Membo, 2018).
Meyer (2007) noted thot onnual reportc ctill remoin the
moact importont cource of externally feacible information
on firmo. It haobeen cloimed that informotion diccloced in
onnuol reportc ic the main foctor that moot inveotoro
conoider when moking decicions (Wong, Gang & Chao,
2013). Accounting information in firm'c onnual reportc
chowo the firm'c economic ototuc (Weygondt & Kimmel,
2003). Accounting information con be finonciol or non-
finoncial.

Finoncial information ic information obout o reporting
entity'c finoncial condition included in the bacic financiol
ctatements, nomely, otatement of finoncial poaition,
otatement of comprehencive incomes, ctotement of

chonges in equity ond otatement of cach flowo
(International Accounting Stondord Board [IASB], 2011).
Non-finoncial information icony informotion that doesnot
have to be included in the IAS 1 deccription of financiol
atatements (Ronnie, 2009). Non-finoncial informotion,
aloo referred to aonorrative accounting, which may not be
exprecced in numberc or financiol figures ond it con have
finonciol-ctatement relation or not (Thomoag, Céline, &
Ludwig, 2013). Accounting information ic deemed to be
value relevont if it hao a relationchip with equity morket
value ond, if it increacec the power of the ectimoting
equotion in ectimating morket valuec (Borth, Beaver &
Londoman, 2001). In view of global finoncial cricig, cuch
ao, the collopce of leading corporations in United Stateo
ond Europe in 2001-2002 oc well ac 2017/2018
(Umonhonlen & Lowoni, 2015) which reculted in the
lorgeat inoolvencies in hictory (for exomple, Global
Croooing, WorldCom, Adelphio. Communicotions, Enron
ond Tyco International) ond the 1998 wave of finonciol
crioioin the Ruooion, Acion ond Brozilion economieswhich
loter threotened the cteodinecs of the global financiol
oyotem.

*Umanhonlen Imade Rebecca, Ph.D Student*1, Umanhonlen Ogbeiyulu
Felix, Ph.D*2, Professor Mgbame Chijoke Oscar, Ph.D*3 are
lecturers in the Department of Accounting, Faculty of Management
Sciences, University of Benin, Benin City, Edo State, Nigeria; 30001.
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Thicbrought obout turbulent time in ctock markets ocroco
the world, which hacover time roiced unique quectioncon
the value relevance of onnual reporta. It icwidely believed
that thece ceriecof eventoare triggered by the deficienciec
in the accounting informotion reported in onnuol reportc
(Orgonization for Economic Cooperation and
Development [OECD], 2004; Claeozena, 2006). There ica
perapective that accounting theory ond proctice hove failed
to keep poce with the rapid economic ond technological
changeswhich invariably impact on the value relevance of
onnual reports (Oyerinde, 2011). The oargument ic thot
financial figureo have little relevonce in determining the
fundomentol morket value of componies. Accordingly, in o
book, "Intongiblec - Monogement, Meocurement, ond
Reporting", acoecoed the impoct of intongibles on firmo
performonce ond morket values. The outhor detoilo cace
otudiec ond real-world examplec on monogement
difficulties, rick, ond quectionc of property rightg,
moarketobility ond coct otructure to demondtrate thot on
averoge obout 80% of the morket copitolization con be
attributed to intongible aoccet, whereoo only 20% to the
tongible aocetounderlined in finonciol metrico(Lev, 2000).

In Nigeria, corporate cocial reporting ic ctill lorgely
voluntary ond componiecexercice reaconable control over
the choice to report or diccloce their CSR related octivitieo,
CSR reporting haoboth gaincgdeciaively in importonce on
the compony level. Their motivation for dicclooure could
be viewed aca purely endogenoucfunction of a.compony'c
evoluation of the coct-benefitcof cuch dicclocure ond other
acoocioted firm opecific foctora. Furthermore, the effect of
economic rotionality ceemoto have led to the inducement
of corporate cocial dicclooure ond ito increacing growth
eopecially within the context of voluntary CSR
dicclocureo. Therefore, CSR activitieo depend on how the
information affectothe ctock morket value of chares. Firmo
are more interected in odopting CSR procticecto obtoin om
advontoge when it comecto accecoing finoncial recourcec
(Miralles-Quirog, Mirallec-Quiroc& Goncolvec2018).

The receorch on corporate cocial regponaibility (CSR)
dicclooure haoottracted much ottention over the pact yeorc.
The emicoion of gaceous aubotonces ond the diccharge of
liquid ond oolid wactes ore not without their ottendont
concequencecon the health ond cocio-economic octivities
ofthe people who recide in thicarea (Werhone & Freemon,
1999). However, the moin objective of the otudy woo to
acecothe extent to which volue relevonce hacimpocted on
corporate cocial regponaibility diccloaure of celected firmo
in Nigerio, while opecific objectivec were to: evaluote the
extent to which market capitalization influenced corporate
cocial reoponaibility dicclooure of celected firmo in
Nigerio; onolyze to whot extent itc return on oooeto

impocted on corporate cocial regponaibility dicclooure of
elected firmo in Nigerio; ond invectigote the extent to
which volatility of otock price influenced corporate cociol
reoponaibility dicclooure of celected firmoin Nigerio.

1.1 Statement of the problem.

Firmo derive their value from the market expectationc of
their performonce. Accounting providec the nececoory
information for the morket to form thece expectationc
(Benoit, Colletoz, & Hurlin, 2014; Ohloon, 1999; Swati,
2016). Over time, expertc have obcerved the difference
between o firm'ctotol value aomeaoured in otock price ond
the value of it tangible aooeto underlined in financiol
metrico (Gitohi, Nocieku & Memba, 2018). On averoge,
about 80% of the market copitalization con be ottributed to
intongible aocet, whereos only 20% to tongible oacceto
underlined in financial metrico (Lev, 2000; Oceon, 2015).
To correct the information acymmetry thot exicto between
monogerc ond invedtors, experts have orgued that non -
finoncial dicclocure formo or chould form o progrecaively
vital port of onnual reporto for invector decicion-maoking
(Belinda & David, 2008). Concequently, occounting
regulatorc have reviced exicting ond/or produced new
reporting otondordo or rules which require entities to
include non - finonciol diccloocurecin their onnual reporto
(Topozio, 2013).

However, otudiec on the value relevance of non-finonciol
diccloourec have yielded contradictory inferencec or
inconcluaive findings. In view of thig moct ctudiec
conducted on the volue relevance of corporate cociol
reoponaibility dicclooure revealed thot there ic no
relationchip between the corporate cocial reoponaibility
dicclooure ond moarket volue equity (Alon et ol., 2006;
Joneg, Froat & Lowom, 2009; Moneva & Ortag, 2008). On the
other hond, come ctudiechave aloo oboerved arelationchip
between the corporate cocial regponaibility dicclooure ond
market value equity (Don, Oliver, Albert & Yong, 2011;
Xueming & Bhottocharya 2006).What ic more, mony
value relevonce ctudiecon non-finencial informaotion have
been done in developed countriec ouch ac Europe ond
Northern America(Nooieku & Memba, 2018).

Value relevance otudieson non- finencial information have
neglected developing countriec (Dhioa, 2012). Volue
relevonce otudiec on non-finoncial information in
emerging economiec ore limited ond therefore the impoct
on otock price behaviour in these economieodtill remoin on
unonowered quection (Negoh, 2008). In Nigeria, there ore
come unrecolved icoueowith reopect to the extent ot which
corporate cocial regponaibility dicclooure hao influenced
value relevance. The profit-moximizing rule propoced by
the troditional theory of economicsacone ond only aim of
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bucinesooperationcdoeonot exploin the behavior of mony
typeo of componies that ic obcerved in recent times. In
view of the inconcluaive findingoin the exicting literature,
thic otudy cought to extend the line of recearch on volue
relevonce by determining whether volue relevonce have o
aignificont influence on corporote cociol recponaibility
dicclooure in Nigeria firmo. Therefore, thicwork ceekoto
find onowerc to the following quectionc ac: How for doec
morket copitalization influence corporate ococial
recponaibility dicclooure of celected firmo in Nigerioy To
what extent hoo return on oooeto impocted on corporote
oociol reoponaibility dicclooure of celected firmo in
Nigerioy How for hoo volatility of otock price influenced
corporate cocial regponaibility dicclooure of celected firmo
in Nigerioy

2.0 Review of Related Literature

2.1 Conceptual Review

Firmo are increacingly ceen oo being accountoble not only
for their finonciol goinc but oloo to their cocial ond
environmentol impoctc (Brommer & Pavelin, 2008).
Beaideo that, environment impoct acoecoment of global
initiatives required continuouc evoluation of the
impact/effect of bucinessoctivitieson the environment ond
how the activitiec generate finoncial implication of the
weolth of the variouc ctokeholderc (Aouquo et aol., 2021).
According to Aboody, Hughecond Liu (2002), the obility
of accounting informotion to copture or cummarize
informotion that affectc chore volues ic colled volue
relevonce. The term 'volue relevonce' ic known to hove
been firat uced by Amir, Harrig ond Venuti (1993).
Though, literature on the value relevonce concept dotec
back to the nineteen cixtiec with early contributionc by
(Ball & Brown, 1968; Beaver & Dukeg 1972). Limited
literature examinecthe volue relevonce of CSR dicclooure.

Cho, Lee, ond Pfeiffer (2013) invedtigated the relationchip
between CSR performonce ond information aoymmetry. It
found thot CSR performonce ic invercely related to
information acymmetry. The acoociotion, however, con be
aeen only in componiec with leos inctitutional invectorg,
implying that information relating to CSR performonce ic
tied to only fully informed invectorc. Ulmonn (1985)
argued that firmouce cocial diccloouresin order to monoge
relationchipc with their ctokeholderc. He ocuggeoted thot
oociol dicclooure ic o function of three dimenciono:
otokeholderd power, otrategic pocture ond economic
performance. Uyor ond Kili¢ (2012) noted that the
relationchip between voluntary dicclooure ond «
compony'c value depends on the meacure of a compony'c
value, for example, maorket to book volue ond morket
capitalization. In the recent times, componiec in Nigeria

are encouroged to voluntorily give norrotive information
about their CSR activitiesin their cnnual reporto.

In Nigerio, Componiec and Allied Motterc Act (CAMA,
2020) ac amended opecifically mondatec componies to
diccloce cuch information in the directore report which ica
component of the omdited onnual finoncial ctotemento.
However, there are doubtc ac to the validity of the
onnounced CSR inveatment (Tooutcoura, 2004). There are
aeveral foctorc precented in the literature thot could
contribute to the level of CSRD. In general, they con be
divided into three moin cotegoriec among which ore
finoncial charocterictico cuch oo profitobility or financiol
leveroge. Corporote governonce choractericticc ouch oo
chief executive officer duality or precence of women on
the board, ond firm-opecific characterictico cuch oo firm
oize or induadtry profile. The application of thece foctorc
mentioned in above groupcin ctudiec varies. Gionnorokic
(2014) uced aca proxy for the extent of CSR dicclooure on
the environmentol, cocial and governance dicclooure.
Scoreo calculoted by Bloomberg while Reverte's (2009)
dato.on CSR diccloaure ratingscome from the obcervatory
on corporote cocial reoponaibility (OCSR).

2.1.1 Firm Size and Corporate Social Responsibility
Disclosure

There iclink in the literature with regordcto the effect of
firm oize on CSR reporting. The effect haobeen identified
oo poaitive oo o firm oize ic expected to increace itc
reporting level. There are ot leact three reaconcfor thiclink.
Firotly, lorge firmo ore more willing to diccloce
information to reduce their political cootg, cince their
higher viaibility con eocily lead to more litigation ond
governmental intervention (Wottc & Zimmermon, 1978).
Secondly, owing to more developed internol reporting
oyotem, the coato aooociated with ahigher diccloaure level
are lower for lorge firmo (Bujoki & Richardoon, 1997).
Thirdly, omoaller firmo ore more likely to hide cruciol
informotion becouce of their competitive dicodvontoge
within their inductry (Singhvi & Deaui, 1971).

Thece ctudiecpoaited that corporate cize would be related
to cocial reoponaibility activitiesbecauce larger componiec
ore more likely to be ccrutinized by both general public ond
oociolly cenaitive opecial interect groupo (Firth, 1979).
Exploring the relationchip between cize ond cociol ond
environmental dicclocures hoo produced come what more
conoictent reoultc (Setyorini & Ichok, 2012). No
relotionchip hoo been found between cize and cocial ond
environmentol dicclooures (Singhvi & Deowi, 1971).
According to the Political Coct Hypotheaic of Poaitive
Accounting Theory lorger firmchave higher political cooto
due to their viability which might lead to higher
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government ond cociety ottention (Setyorini & Ichok,
2012). Agency theory ond legitimocy theory alco contain
argumento for a cize-dicclooure relotionchip (Ahmed &
Duellmon, 2007). In addition componies with higher
viaibility tend to report more information to improve
corporate imoge (Phillips, 2003).

2.1.2 Profitability and Corporate Social Responsibility
Disclosure

According to otokeholder theory, economic performonce
of a firm offectc monogement decicion to engoge in
corporate cocial ond environmental reporting or
diccloourec. When componies ore not performing well,
economic demondo toke precedence over cocial ond
environmentol recponaibility expenditurec (Robertg,
1992). Furthermore, cuch o firm icleos likely to have the
finoncial obility to diccloce more information to ootiofy the
needo of the variouc otokeholders of the compaony (Gray,
Kouhy & Laverg, 2000). Stokeholder theory poctulotes a
poaitive relationchip between economic performonce ond
the level of decicion by a compony to engoge in CSR
reporting. Stock market returnc ore highly influenced by
prediction for otock morket which tockleo the ricke of
inveotment in otock morketos (Roachmi, Priti & Hemendrao,
2020). Profitoble firmo ore more likely to diccloce more
informoation in order to ocreen themcelves from leco
profitoble firmo (Ferreiro, Bronco, Moreire, 2012).
Therefore, there icon increacing demond for firmeoto report
publicly on different agpectoof their CSR performonce by
the influencing ctokeholdero(Anwar & Malik, 2020).

Prior empirical receorch on the relation between corporate
environmentol performonce ond profitobility hacreported
mixed reaultc (Bucch & Hoffmonn, 2011). Some ctudiec
ocought to examine the implicationo of profitability on
environmentol icoues, otherc examined the long-term
relationchip between corporate cociol, environmentol
performonce ond corporote performonce, ucing the
percentage change in three pollution meoacuresond voriouc
occounting rotioc ac empirical proxiec for environmentol
performonce ond corporate (Freedmon & Joggi, 1994). An
inverce relotion between environmentol ond corporote
performance icin line with the orthodoxy acsociated with
traditional economic thought that depictothicrelation aca
tradeoff between the firm'c profitobility ond acting on ito
environmentol recponaibility (Freemon, 1984).

2.1.3 Board Size

Boord cize ic one of the corporate governance ottributec
frequently uced in CSR diccloaure ctudies. CSR reaultcare
equally importont for decicion mokers(Tohir, Muhommoad,
Inzomom & Sarwot 2021). Abeycekera (2010) ctatecthat o
lorger boord cize con help boords to overcome okill

deficiencies in moking more diccretionory dicclooure
related to future earningo. The recultc of Chapple ond
Moon (2005) ctudy implied thot lorger board cize through
wider exchonge of ideos ond experiencec could lead to
better appreciation ond involvement in CSR activitiesond
hence itodicclooure in onnual report. Studiecconducted by
Siregor ond Bochtior (2010), Eox ond Mohd Ghozali
(2012); Wong (2017) chowed thot the boord'c cize woo
poaitively aooociated with the extent of CSR dicclocure.
According to Dienec ond Velte (2016), the oize of the
oupervicory boord hac no impoct on CSR reporting.
Similorly, Cheng ond Courtenay (2006) found no
acoociation between the boord'c cize ond voluntory
dicclooure. Hence, CSR ic a genuine effort by bucineco
entitiec to minimize negotive impoct ond moximizing the
poaitive impactcofitcoperationo(Mawih, 2021).

2.1.4 Measuring Firm Value

There ic no ogreement in the literoture obout on ideol
meaoure for firm value (Mongenoa, Touringono, &
Chomion, 2012; Alboaooom, 2014). Study by Khaleed (n.d)
on value relevance of CSRD of Soudi componiec uceo
Tobin'c Q ratio, market copitalization (MC) ond return on
aooeto (ROA) oo a meacure for firm volue and found thot
both CSR dicclooure quontity ond quolity ore cignificontly
aococioted with the firm volue meacured by MC. Thic
otudy uced three meacurementc of firm volue. Thece are
market copitalization (MC), otock volatility (SCV) ond
return on ooetc (ROA). Theoe meoourec are uced
extenaively in prior otudiec The otondordization of thic
type of meooure would be helpful to develop comporability
with other otudiec (Munici&Rondoy, 2013). Doeowijk,
Trevin & Swinkelo (2019) noted thot market portfolio
containc oll aooeto in which finonciol invectorc have
inveoted. An anolyct con uce atock market doto to identify
over/under expoocure to rick foctors ond conctruct on
optimally decigned portfolio thot meetc invectment
objectivec (Jomil, Jomil & Waoh, 2021). The inobility to
odjuct the data of the financial morket would prevent the
amooth functioning of the finonciol oyctem ond advercely
offect the development economic of a. country (Abduloziz,
2019). Accordingly, Abdulle, Wither, Zhonkiu &
Goodwin (2 020) noted that higher volatility tendoto raice
required returncon corporote ctockcoond lead to low otock
price.

2.1.5 Corporate Responsibility Reporting

There ore increacing collo for componiec to toke
occountobility for their environmental ond ococietol
impocto (De Villiers, 1998; De Villierc & Vorater, 1995;
Lowrence, Boteg, Colling, Roper, 2013; Mitchell & Quinn,
2005; Nel & Nienaber, 2012; An, Horun, & Sharma, 2013).
Ao areoult, mony componies moke voluntory dicclooures
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obout the effects of their activitiec on cociety ond the
environment ond how they are being monoged (Moooo,
Farneti, Scoppini, 2015; Somkin, 2012; An, Horun, &
Sharmo, 2014), leading to much interect omong ocodemico
(De Villiers, 2003; Scholtegger et ol., 2013; Shormo &
Kelly, 2014). Preparing voluntary CSRD involvec
orgonizational time ond money. However, one would
expect thaot firmo goin from the decicion to releace ocuch
dicclocures otherwice they would not chooce to do co.
Receorchers have invedtigated how firmo goin from
voluntory CSRD in anumber of woyg, with mony focucing
on the information's volue relevonce to invectorc
(Myburgh, 2001; De Klerk & De Villierg, 2012; De Klerk,
De Villierg, & Von, 2015). Shareholderc do conaider the
voluntory dicclooure of ococial ond environmentol
information importont ond ceek the informotion from
onnual reportc ond other cources (De Villiersc & Von
Staden, 2010; Deegon & Ronkin, 1997; Epctein &
Freedman, 1994).

Nonetheleas, prior ctudiecreveal mixed evidence acto the
value relevonce of CSRD. Holm ond Rikhoardsoon (2008)
provide atrong evidence thot environmental information
hao volue relevonce to invectors by employing on
experimental otudy to invectigate whether environmentol
informotion offecto the inveatment ollocation decicion of
inveatoro. The reaultcindicate thot poaitive environmentol
information icpoaitively valued by invectors. Thicfinding
ic conaiatent acroas different investment ocenorioc (Holm
& Rikhardooon, 2008). It cignalo that invectors interpret
environmentol information oo reducing rick acoocioted
with the compony rother thon being concerned with the
coct of auch environmental octionc. In tecting the volue
relevance of environmentol performonce informotion to
invectorc in Swedich firmo, Hoooel ond Nilooon ond
Nyquiat (2005) employ the Ohloon (1995) model. The
outhoro conaider the relationchip between environmentol
performance dicclocurecond firme morket valueoin termo
of the coat-concerned ochool of thought and the value
creation cchool of thought.

Under the codt-concerned pergpective, environmentol
dicclocures are expected to couce the market volue to
decline. It ic oeen thot investmentc in environmentol
projecto only reprecent increoced cootg, which decreoces
the firm'cearningo. Alternatively, the volue creation cchool
of thought cuggeats that environmental investmento ore o
woy to enhonce o firm'c competitive advontoge, ond thuc
improve the proopects of future earningo, which in turn
improveomarket value. The recultoochow thot in relation to
environmental performonce dicclooures, the morket volue
of the firm decreacec. Monevo ond Cuellor (2009)
examined the value relevance of finoncial ond non-
finoncial environmentol dicclooures made in the onnuol

reportc of o comple of listed Sponich compomies. Both
compuloory ond voluntory environmentol diccloourec
were onalyzed. In order to acceds the volue relevonce of
ouch dicclooureg, the cmthoroperformed aregression boaced
on Ohloon's (1995) model. Thic enobles the authors to
invecdtigate the impocts of environmentol octivities on
Income Statement accounts ond the voluation of future
profitability and growth through environmental
inveatment projectc. The recultocupport the importonce of
finoncial environmentol informotion to invectors when
valuing componiec.

However, non-finoncial environmentol diccloourec were
not found to have relevonce to inveatoro. The incignificont
recultc may be exploined by firmo ucing non-finonciol
environmental dicclooures in celf-promotion, whereby
they overctote poaitive environmental contributionc ond
underctate negotive impocto. Alternatively, the non-
financial dicclooures could be more acoociated with long-
term otrategic decicionc while Sponich market inveotoro
focuc more on the ochort-term otrotegies of firmo
(Monevo& Cuellar, 2009). Similorly, the link between
firm volue ond CSRD for Finnich firmo wao tected by
Schadewitz and Nickalo (2010). The Ohloon (1995) model
wocemployed ucing on indicotor variable of whether or not
a firm followed the Global Reporting Initiativec (GRI)
guidelinec to reprecent CSRD. They found that CSRD
which followed the GRI guidelinec aided invectorc in
moking a more precice morket valuation of the firm. Thic
indicates that information from CSRD reducec
information acymmetry ond hoo incremental value to
inveotors(Schadewitz & Nickalo, 2010).

2.1.6 Value Relevance of Corporate Social
Responsibility Information

Accounting volue icthe recult of a meocurement procedure
that corregpondc to accounting regulotionc ond low
(Lowoni, Umonhonlen & Okolie, 2015). One of the
olternative informotion thot ic of concern for componiec
ond other ucerc of finoncial ototements ic information
obout corporate ococial regponaibility (CSR). Many
companiecdicclooe CSR information of the compony, but
not all of the reports are baced on the GRI index, which ic
conaidered o 'gold otondord' for CSR diacclooure (Shah,
2016). CSR informotion beginc to chow itc value
relevance, but the volue relevonce i not cufficient and
conaiotent.

Thic indicatec that CSR informotion beginc to be
conaidered acrelevont information, acexprecsed by Loko
(2010), but on the other hond it aloo indicotec that the
quality of CSR reportoctill needoto be improved co thot the
relevonce of information values becomec greater ond
conoictent. Componiec that report their good corporote
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ouctainobility octivities find that it ic very difficult to
deliver accurote ond timely information, but olco
meoningfully ond cucceaofully attract the attention of their
otokeholderc (Shoh, 2016). In addition to accounting
informotion, relevont informotion con be obtained through
dicclooures in the compony's onnual report, one of which
diccloourecincludeocorporote cocial recponaibility.

2.3 Theoretical Framework

The theory of otokeholderg, agency, legitimocy, cignaling
ond copital need ic relevont to thic recearch on volue
relevonce of corporate cocial regponaibility dicclocure.
The theoriecsthat are conaidered relevont to thiocotudy had
been in decadec over propounded ond developed by moct
notable cchool of thoughts, economictoond cocialicta Few
of them were highlighted omongat otherc to buttrecs our
claim acfollowa:

2.3.1 Stakeholder Theory

Thic theory gives rich inocights into the foctorc thot
motivate monogeriol behaviourc in relotion to the cociol
ond environmentol dicclooure proctices of orgomizotiona.
Stakeholderc hoave been identified oo 'thoce groupc who
have on intereat in the actioncof the corporation (Freemon,
1983). The otokeholder theory redefined otokeholders oo
ony individuol or group who hoo on interect in the firm
becouce he (or che) con affect or ic affected by the firm'c
octivities(Freemon, 1984). Furthermore a ctokeholder hao
been defined ac'ony individuol or group who con affect or
icaffected by the actiong, deciciong, policieg, practicea, or
goolo of the orgonization (Becker, Horricon & Wickg
2005). Aloo, otokeholderc con be identified by the
legitimacy of their cloimc which ic deccribed by o
relationchip of exchonge between themcelves ond the
organization, ond hence otokeholderc conoict of
atockholderg, creditorg, monogers, employees, cuctomerg,
oupplierg, local communitiec ond the generol public.
Stakeholder theory cuggeots thot on orgomization will
reopond to the concernc and expectationc of powerful
ctokeholderc and come of the regponce will be in the form
of atrategic dicclocures(Jenaen, 2001). Previouccocial ond
environmentol occounting receorch which utilized thece
theories indicate thot orgomizotiono recpond to the
expectationo of otakeholder groupo opecifically, ond more
generally to thooe of the broader community in which they
operate, through the provicion of cocial and environmentol
information within onnuoal reports, ond in co doing reveal
the legitimotion motives underlying cuch orgonization's
diccloourec(Dhaliwal, Naiker & Naviaai, 2006).

2.3.2 Agency Theory

It hoo been widely uced to explain ond underctond
dicclooure phenomena by accounting receorchercin mony
countriec with diverce cocial, political ond economic

backgrounds (Depoerg, 2000; Inchoucti, 1997). Ittonen
(2010) obcervec thot current moinctreom occounting
recearch ic baced extencively on economic models of
ogency thot reprecent the operoting compony (firm)
monoger oo the "ogent" ond the individual invector acthe
"principal”. The agency theory icbacically concerned with
the principal-ogent relationchip where the principalc are
the ownercond the ogentsare the monagerc. Reporting ica
key tool monogercuced to communicote firm-performonce
ond operational octivities with externol invectors, hence
reducing information aoymmetry (Healy & Polepu, 2001).
Communicotion between thece partiec ic ecoential in the
functioning of efficient morkets. External invectororequire
relevont corporote informotion when determining the
current value of o firm (Healy & Polepu, 2001).
Diccretionory dicclocurecore mode in on ottempt to reduce
the informotion acymmetry opporent between o firm'c
monogerc ond itc externol inveotors (Brommer & Pavelin,
2000).

Againat thic backdrop, reporto ond dicclooures moke the
actiono of monogeromore trongporent to inveatore. CSRD
provides qualitotive informotion regording o firm'c
corporate recponaibility. The benefit of non-financiol
information ic that monogerc often diccloce more
information obout their octivities thon ic required by low
(Cormier & Magnon, 2007). Thuc, ucing agency theory
one con argue that CSRD iccarried out becouce it reducec
informotion aoymmetry, ollowing invectorc to moke more
accurate morket valuationo. The information diccloced
through CSRD will be volue relevont if it fulfilo thic
function ond providec incremental volue to invectorc ac
they include the CSRD in the total cet of information (thot
ig, finoncial reportc ond other compony dicclocureo) they
uce in oooecoing o firm's value (Power, 1991). CSRD
providec additionol informotion to invectors, more thon
whot iorequired to be diccloced in the onnual report. Thic
proctice reducec informotion aoymmetry oo choreholderc
ore now more awore of the firm'coctivities, with regord to
itc cocietal ond environmentol behaviour (Cormier &
Mognon, 2007). Invectorc demond thic information ond
conaider it alongaide finonciol information when voluing
componiec becouce it helpo them to ocoess the future
economic benefitc of the company ond the ocoociated
idiooyncratic rick better. Thic worko to reduce the rick of
adverce celection ond enhonces firm volue oo invectoro
conoider the new information ond impound it into the
valuation of the chare price (Healy & Palepu, 2001).

2.3.3 Legitimacy, Signaling and Capital Need theories

Accounting ccholore alco moke uce of legitimocy theory
widely acon explonotory theory to portroy the motivationo
behind voluntary corporate cociol ond environmentol
dicclocures (Laon, 2009, Nik Ahmoad & Sulaimon, 2004;
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Wotoon, Shrives, & Marcton, 2002). Indeed, Von der Lowon,
(2009) obcerved thot in the early 1980c, the theory hoo
been uced by recearcherc ceeking to explore cocial ond
environmental accounting proctices. Signaling theory hao
been uced to chow the relationchip between accounting
diccloourec by a firm ond the morket volue of itc equity.
Signaling theory woo originally developed ond uced to
chow informotion acymmetry in lobour marketg, it chowo
how thic aoymmetry information con be reduced by the
porticiponts with additional information cignaling it to
otherc. The theory provides a unique, procticol, ond
empirically tectable pergpective on problemoc of cocial
celection under conditionc of imperfect information
(Connelly, Certo, Irelond, & Reutzel, 2011). According to
Alvarez, Sonchez, ond Dominguez (2008), a.cignal con be
o viaible action or a ctructure uced to indicote the cign of
quality. Typically cending a cignal ic rooted on the baocic
that it chould be poaitive to the cignaoler.

Copital Need theory occording to Groy, Kouhy, ond
Lavera, (19950), implied thot monogerchave on incentive
to diccloce additional informotion that encblec them to
roice copital on the beat availoble terma. Heoly ond Palepu
(2001) noted that firmé monogerc who are intending to
tronooct in copitol morket have motivationo to diccloce
information voluntorily to decreace the information
aoymmetry problem ond thuc decreace the externol
finoncing coct. The copital need theory predictc thot
increoced voluntory dicclooure of information by the
monogerc will leod to lower coot of copital through
reducing invector uncertointy (Schucter & O'Connell,
2006). Concequently, more voluntory information
dicclooure ic preferoble to leas, in order to decreace the
uncertainty currounding o compony'c future performonce
ond to acoict trading in chores(Haooom, Giorgioni, Romilly,
& Power, 2011).

2.4 Empirical Review

Several otudiec have been corried out to ectoblich the
ability of accounting information to exploin or copture
information thot offect the volue of o firm. There ceemoto
be o concenouc from moct of thece otudiec that volue
relevont have meoningfully enhonced the corporote cociol
recponaibility dicclooure in Nigerio in porticulor ond moct
Economieoc in general. However, thece were juctified in
different viewo ac followao: Tohir et. al (2021) found thot
there exioto plunged volatility in otock morketo ond crude
oil. Herawaty (2018) onalyzesenvironmentol performonce
impoct ond compony'sc occounting charocterictico uoing
licted monufocturing firmoin Indonecia Stock Exchange in
2010-2014. The complecinclude 27 public monufocturing
firma. The recultochowed thot environmental performonce
ond profitobility have a poaitive relationchip. Akinlo ond
Iredele (2014) ectobliched o oignificant poacitive

relationchip between corporate environmentol dicclocurec
ond morket volue, meaoured by Tobinoq ratio.

Appoh (2011) onolyzed dota collected between 2005 ond
2007 from onnual reportcof Nigerion licted componiecond
found cupport for the oocertion thot environmentolly
oencitive componies diocloce more ococial and
environmental information. Mohammed (2018) explored
the noture of dicclooure by licted Nigeria oil ond goo
componiecaix (6) yearopre and cix (6) yearcpoct. It tectc
corporoate choracterioticoco acto determine how they offect
the aomount of dicclooure. Annual reporto ond accounts of
ocomple componiecare content onolyzed by modified word
count which would determine volume of dicclooure. The
otudy employc ponel regrecoion onolycic to determine
corporote charactericticc impoct on environmentol
dicclooure. The recult chowo that firm cize hao o poaitive
ond oignificont effect on environmental dicclocure.
Plumlee, Brown, Hayes ond Morchall (2010) invectigated
the relationchip between the quoality of o firm'c voluntory
environmental diccloourecond firm volue by exploring the
relationchipc between componentc of firm volue ond
voluntary environmental dicclooure quality. The otudy
concludes that increaced voluntory environmentol
dicclooure quality icacoociated with firm volue.

Septioni et. al. (2020) found that otock price poditively
offectc DPR in Indonecion finoncial cervice componiec.
Barth, Beaver ond Londomon (2001) ctoted that value
relevance receorch exominec the relotionchip between
corporate dicclooures ond equity moarket volues. Thic
ouggeots tecting whether dicclooures explain crocs
cectionol variation in chare prices. Borth et al. (2001)
further note thot the otudiec of value relevonce have been
performed with the oim of acoecoing the characterictico of
dicclooures, primorily, relevonce ond reliobility, oo
reflected in their relationchip with o firm'cvolue. Nwaiwu
ond Oluka (2018) exomined effect of profitability on
environmental coct diccloaure of oil ond goocompoeniecin
Nigerio. Time ceriec doto were extrocted from omnuol
finoncial reporting ond economic review of Central Bonk
of Nigeria; it employed the Pearcon product moment
coefficient of correlotion ond multi-lineor regrecoion
onolycicby the oid of SPSS veraion 22. The recult from the
otudy chowed that firm profitobility hoo impoctc on
dicclooure on environmentol coct. The otudy however wao
limited to only dicclocure on coat and thic appeorc to be
hardly diccloced by firme.

Uwuigbe ond Egbide (2012) conducted a otudy to
inveatigate the link between firm'c profitability ond
environmental dicclooure level uoing firmo in Nigerio.
Annual reportc for 2008 were the core dota cource for the
ocomple of 41 licted firmg, the regrecoion onalycic woo
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employed oo o technique for dato onolycic. Their
inveatigation concluded thoat firm'c profitability ond the
oize of audit firm have poaitive relationchip. Their findingo
oloo point out o cignificont negotive relotionchip between
firm'c finonciol leveroge ond recponaibility dicclocure
level ond they recommended that government chould
inatill policiesthat will build o good bucinessenvironment
for firmoin the country. Zelalem (2020) revealed that debt
rotio hoo o negative incignificont effect. Carnevale,
Mozzuco, ond Venturini (2011) opplied volue-relevonce
onolycicto o comple of one hundred ond thirty (130) licted
Europeon bonko, provided mixed recult in the croos-
country onolycic, in come countrieg, cociol reportc ore
value relevont while in othercit negotively offectothe otock
price. In apeculior ctudy, Qiu, Shaukat ond Thoryon (2016)
examined the link between firm'coocial ond environmentol
diccloourec ond ito profitobility ond market volue. The
otudy did not find ony relationchip between environmentol
dicclooure ond profitobility. Interectingly, firmothot moke
higher ococial dicclooures have higher values. Hence, the
otudy cuggeatothat it iothe cociol diccloouresthat motter to
the invectora, not the environmentol dicclocurea.

Egbunike ond Torilaye (2017) examined firm'c opecific
attributec ond how they impoact on voluntary
environmentol dicclooure ucing o comple of licted
monufocturing componiesin Nigerio. To achieve thig, dota
of leverage, firm cize, earnings ond governonce were
gotten from the onnual reportc ond accountc of come
celected monufacturing componies during 2011-2015.
Doto. were onolyzed ucing deccriptive ond inferentiol
atatictico. Firet, it wao reveoled that come of the ctudied
monufocturing componiec have high leverage profile
while come with low leveroge profile. Adding thot, come
environmental itemo of companiec were not diccloced in
their omnual reportc ond occounts while come were
diccloced ond exprecoed in monetory unito. Second, the
normality tect for the recidualorevealsthe rejection of the
hypotheaic that the recidualc are normoally dictributed.
Third, the regrecoion recult confirmothe entire hypothecic
raiced in the otudy in relation to the link between
environmental diccloaure, firm cize, leveroge, earningoper
chare oand governonce.

Abdullahi (2019) providecon evidence of o unidirectionol
coucol relotionchip between the licted voriobles from
exchonge rate to touriom otock price. According to the
world bucinecs council for cuctainoble development,
[WBCSD] (2000) corporate cocial regponaibility ic the
ethical behavior of o compony towardo ocociety,
monogement acting regponaibly in ito relotionchipc with
other atokeholderc who have o legitimate interect in the
buaineas. In on examination of the economic performonce
of ouctainobility reporting componies verouc non-

reporting componiecin South Africa Buyg, Oberholzer ond
Andrikopoulos (2011) found that the economic
performonces of componiec thot voluntorily cubmit
ouctoinobility reportc are better thon thoce who do not
oupport Global Reporting Initiativec (GRI) cuctainaobility
reporting guidelinec. In onother otudy of environmentol
reoponaibility ond firm performonce: evidence from
Nigeria, Ngwokwe (2009) evaluated the relationchip
between expenditure on cuctoinobility voriobles ogainot
Return on Total Aoccetc (ROTA), environmental
recponaibility woo determined ucing dicclocure on
environmentol ond oociol icoues obove 50%. Any
dioclooure leoc than 50% woo acoumed to be
environmentally irregponaible. The otudy concluded thot
ouctoinoble buciness proctices influenced the financiol
performonce of firmo(aomeacured by ROTA).

On their port, Clorkoon, Fong, ond Richordoon (2010)
exomined the impact of CSR dicclooure on the coat of
equity copitol ond firm'sc volue, ond on the public
perception obout o firm'c environmentol performonce
uoing octual toxic emicoionc daotor ond firmo general
dicclocure propencity. The otudy concluded that CSR
diccloourec are incrementolly informative for invectorc
over current toxic emicoionc doto in firm voluotion
onalyceo. It further obcerved that invectors ceem to uce
toxic emicoionc dota to acsedo the firm ricke ond that CSR
dicclooure ic poaitively aooociated with the Jonic-Fadner
coefficient, concictent with CSR dicclooure enhoncing
non-invector otokeholder perception obout firmo
environmental performance. Bagcically the findingo were
interpreted to meon thot invectorslook ot the CSR report in
moking inveatment deciciong, therefore inclucion of it in
onnual reportchac on impaoct on the volue relevance of the
reportc. Accordingly, Chengyong, Qion, Taco ond Dirk
(2018), hypotheaized that the finoncial effect of corporate
ouctainaebility dicclooure hoo on inverce relationchip with
country-level ocuctainobility performonce becouce
atokeholderowill take o firm'couctainability improvement
for gronted in countriec with good ococial ond
environmentol performonce. The reculto agreed with the
hypothecicond were interpreted to meon thot cuctainobility
monogement con be o meonoc of o competitive advontoge
for firmobaoed in emerging economies, where in generol
the level of cuatainobility performonce ic relotively low.
Booically thece findingo imply thot corporate cociol
reoponaibility dicclocure hasarelotionchip with the morket
value of equity.

Some ctudiec have aloo arrived ot o different conclucion.
Jones, Froot ond Der Loon (2009) corried out on
examination of the market returnc and financial
performonce of entitiecengoged in cuctoinobility reporting
in Auctrolio. The otudy obcerved o negative ond weok
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aocociation. In a otudy conducted by Moneva and Ortac
(2008), are otock markets influenced by ocuctoinobility
mattery Evidence from Europeon Countrieg, found thot
there ic no oaocoociation between corporate ocociol
reoponaibility dicclooure ond ochare's returnc. Murray,
Sinclair, Power and Gray (2006) cought to ectoblich if
finonciaol morketsin the United Kingdom core about cociol
ond environmentol dicclooures. They found no relationchip
between oociol ond environmental dicclocurec ond
finoncial morket performance. From the obove empiricol
literoture, recultc ond conclucionc are mixed ond
inconclucive findingo otill exiot with reopect to the
relotionchip between value relevonce oo meooured by the
market value of equity and the CSR dicclocure of firme.

3.0 Methodology

Thic cection deols with the receorch methodology
employed by the recearcherc. The otudy uced cecondary
dota from Centrol Bonk of Nigeria Stotictical Bulletinoond
Nigeria Stock Exchonge. The otudy onolyzed recult with
dependent voariobles, Social Corporate Recponaibility
Dicclooure (SCRD) proxied by Firm Size (FSZ), Earningo
before Interect ond Tox, Dividend Appropriation
(EBITDA) ond Boord Size (BDS) while independent
indicatorc proxies by Market Copitalization (MCZ),
Return on Aoseto (ROA), Volatility of Coat Price (VCP)
with following Control Voricbles Growth Rate (GRT),
Cooch Availability (CAT), Leveroge (LEV). The otudy
covered a period of 11 yearc onnual reports from 2009 to
2019. The recearch decign ic ex poat focto aince the
receorcher ionot in any obligation to neither vory nor alter
the independent varioblec. The otudy ic o longitudinel
ourvey which covered a period of 10 yeorc onnual reportc
from 2009 t02019.

The recearch decign coverc the population of the ctudy,
ocomple ond compling decign. The deccriptionc of the
procedure uce in celecting the comple ond for the purpoce
of thic otudy were of two typec. The onolytical method
employed by the ctudy ic a deccriptive technique which
ouggeato ratio baced on the obcervationo from the doto
collection and the ctatictical toolsapplied in onalyzing the
onnual reportoond finoncial ctatement in order to ectoblich
the acoociotion between the voriobles poctuloted in the
hypothecic. Appropriate tecting of the ectimates of the
regrecoion recultc woo corried out. The various otaticticol
ond econometric criterio. for evaluoting the porometer
eatimatec of the regrecoion modelo auch act-ctatictic, R2-
Statictic, odjucted R2-ctotictic, F-ctatictic ac well oo
Durbin-Watcon tect were onolyzed. The recearch onolycic
woo carried out ucing the EVIEWS 8 of the Econometric
package. The teat of the otatictic for the otudiec t-teat for
difference of two meonowoocorried out. The decicion rule

otateothot reject the null hypotheaicifp <0.05 or accept the
null hypotheaicif /t/ >t 0.025, nt + n2-2 ucing the toble of
critical valuecof'the ctudent t-dictribution.

3.1 Justification of the Study or Model Justification
Thio otudy reliec partly on the findingo of Clarkcon et al.
(2008) ond meoaourec of value relevonce to develop the
model gpecification. AcClarkoon et ol. (2008) incorporate
the moot comprehenacive celection of the independent
variobles (Cho, Freedmon & Potten, 2012; Cho, Robert &
Patten, 2010; De Villierc & Von Staden, 2011). The otudy
adopted correlational recearch decign ond Pecrcon Product
Correlation Coefficient (PPCC) to determine the extent of
the relationchip between the variobles. Another ctudy thot
juctified our ctudy ic Kholeed (n.d) on value relevonce of
CSRD of Soudi componiec uces Tobin'c Q ratio, morket
copitalization (MC) ond return on aoets (ROA) oo o
meooures for firm value ond found that both CSR
dicclooure quontity ond quality ore cignificontly acoocioted
with the firm value meaoured by MC.

3.2 Model Specification

The model ic modified olong correlation ond regreccion
onolycic. The Pearcon Product Correlotion Coefficient
(PPCC) wooc uced to determine the extent of the
relotionchip between volue relevance and corporate cociol
reoponaibility dicclooure. The PPCC wooconaidered in the
Model FS otudy becauce the varioblecore continuoucwith
on interval ccale of meocurement.

Model 1

FSZ =f(MCZ + ROA + VCP + GRT + CAT + LEV)

FSZi= 00+ aitMCZ1 + ai2 ROA2 + ais VCP3 + 0isGRT4 + aisCATs + ais LEVes +
Model 2

EBITDA= f(MCZ + ROA + VSP + GRT + CAT + LEV)

EBITDA;= 80 + BitMCZ1 + B2 ROA2 + Bi3 VSP3 + BuuGRT4 + BisCATs + Bis Levs +
Model 3

BDS;; = f(MCZ + ROA + VSP + GRT + CAT + LEV)

BDS;i =% + XiMCZ1 + %o ROA: + X VSP + X4GRT4 + XsCATs + 4 X6 LEV + o
CSRD; = f(FSZ; + EBITDoi + BDS;) = VRZ;j = a0 + 0 MCZ1 + 0:2ROA2 + 03 VCP3 + iaGRTs +
0isCATS + ais LEV6 + pj + Bo + BiMCZ1 + Bi2 ROA2 + Bis VSP3 + BiuGRT4 + BisCATs + Bie
Levs +x;+ X0 +X"MCZi + X2 ROA> + X VSP3 + XuGRT: + XsCATs + 4 X6 LEVe + o

Corporate Social  Reoponaibility Diaclooure (CSRD)
proxied by Firm Size (FSZ), Earningobefore Interect ond
Tax, Dividend Appropriation (EBITDA) ond Boord Size
(BDS) while independent indicatorc proxied by Moarket
Coapitalization (MCZ), Return on Acceto(ROA), Volatility
of Stock Price (VSP) and three Control Vorioblec were
introduced into the model opecification to accertain their
impact on the dependent varioble ond the control variables
are Growth Rate (GRT), Coch Availability (CAT), and
Leverage (Lev).
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3.3 Research Hypotheses

The following null hypothecec were formulated oo o
oupport for tecting the data.collected for thicatudy:

H,: There ic no oignificont influence of moarket
capitalization on corporote cocial recponaibility
dicclooure of aelected firmoin Nigerio

Return on acceto does not have ony cignificont
impact on corporoate cociol recponaibility
dicclooure of celected firmoin Nigerio.

Volatility of otock price doec not have ony
oignificont influence on corporate ococial
reoponaibility dicclooure of celected firmo in
Nigerio. The varioblecore meacured acfollowa:
Firm size (FSZ) - Thic varioble ic the ratio of totol
aooet to number of employeea.

H,,:

H,,:

Earnings before Interest and Tax, Dividend
Appropriation (EBITDA) - Thioc ic the profit before
interect tox ond dividend appropriotion.

Board Size (BDS) - It icthe totol number of directorc on
the board.

Market Capitalization (MCZ) - Thicicthe morket value
of common equity ot the end of o compony's yeor of
operotion.

Return on Assets (ROA) - Thioc ic the rotio of income
before dividend oppropriation to totol accet.

Volatility of Stock Price (VSP) - Thic ic amount ond
frequency of price chongeo. It iothe ctatictical meaoure of o
atocko or other aooeto deviation from a cet benchmork. A
ronge of price chonge cecurity experience over o given
period of time.

Growth Rate (GRT) - Thicvarioble icthe annuol growth
rate of the firm'coulec.

Cash Availability (CAT) - It ic the cach available ot the
end of acompony'cyeor-end.

Leverage (LEV) - Thiciomeaoured acthe ratio of the totol
debt level of the firm to itonet acoet volue.

ENDOGENEITY CONTROL: Ifprecent in data

In a ctatictical model, o parometer or varioble icouid to be
endogenous when there ic correlation between the
porometer or vorioble ond the error term. Aco general rule,
when a varioble ic endogenoug, it will be correlated with
the dicturbonce term, hence violating the GMacoumptionc
ond then moking our OLS ectimatec biooed. The
endogeneity icoue ictraditionally accociated with the value
relevance - CSRD link.

4.0 Presentation of Results and Discussion
Table 4.1: Descriptive Statistics

CSR MCZ ROA VSP GRW CASH LEV

Mean 6.315700 2285740. 0277710 6.407500 0.277244 60995345 0.532200
Medion 6.350000 844000.0 0.265750 3.570000 0.341073 26418750 0.510000
Moximum ~ 15.14000 30000000 0.599000 42.50000 8.061108 6.28E+08 1.130000
Minimum ~ -2.680000 138000.0 0.081000 0.500000 -0.698970 0.000000 0.190000
Std. Dev. 2435383 5398103. 0.101804 7.266131 0.205005 85346312 0.174127
Skewneoo  -0.828148 3.712460 0.645173 2.310989 -1.428446 3.503033 0.593568
Kurtosio 7.054314 15.96655 3.511094 9.746080 6.735860 21.34623 3.084184
Jarque-Bera 7991991 930.2531 8.025871 278.6345 92.16034 1606.955 5.901577
Probability ~ 0.000000 0.000000 0.018080 0.000000 0.000000 0.000000 0.052298

Obaervations 100 100 100 100 100 100 100

Source: Researchers’ Computation (E-View 8) 2021

Deccriptive ataticticochowaoprofile of varioblecexamined.
Iticdeduced that corporate cocial reoponaibility (CR) had o
medion value of 6.35; thic indicatec thot on the averoge
more thon 6% of oil ond goo firmo ic acoocioted with
corporate cocial regponaibility dicclooure in their onnuol
report in Nigeria. The market capitolization (MCZ) oo a
meaoure of firm market volue of common equity ot the end
of a compony's year of operation woo ot moximum ond
minimum valueo of 300 ond 138, with meon ond ctondord
deviation voluec of 228 ond 2.43 reopectively. It woo olco
revealed thot firm finoncial performonce proxied by return
on aocet (ROA) had amedion volue of 0.26 while the meon
wo0o0.27, thicindicatecthat on the averoge the oil ond goo
firmo have the tendenciec to diccloce corporote cociol
recponaibility information in their onnuol report in Nigerio.
Volatility of atock price (VSP) of the oil ond gacfirmofalle
within moximum ond minimum values of 42.50 ond 0.50
with meon ond high ctondord deviation values of 6.40 oand
7.26 reopectively.

Growth (GRW) had amedion volue of 0.27, thicindicatec
that on the averoge over 27% componiec experiencing
good growth opportunitiecchould be acoociated to ahigher
corporate cocial regponaibility dicclooure. The moximum
(8) ond minimum volueo (-0.6) of growth chow that the
loweat proportion of corporate cocial regponaibility
informotion dicclooure in oil ond goo onnuol report in
Nigeria wac -0.6%. Coch avoilobility (CASH) hod o
medion volue of 2641 million and a meon volue of 6099
million, indicoting that on the average more thon 5 million
of the coch availoble ic acoociated with corporate cociol
reoponaibility dicclooure. Leveroge (LEV) had o medion
value 0f 0.53 (53%) ond ameon volue of 0.51 (51%), thece
indicate that on the average more thon 5% of the leveroge
con increace the need for corporote cociol recponaibility
diccloaure.
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Table 4.2: Correlation

Table 4.4: Heteros kedas ticity Tes t: Breus ch-Pagan-Godfrey

(SR MCZ ROA  V§P GRW  CASH  LEV

CSR 1.000000

MCZ  0.086151 1.000000

ROA  0.058462 40.131397 1.000000

VSP - 0.111324 0.182968 0.390970 1.000000

GRW 0013274 0.159619 0.243690 0.015949 1.000000

CASH 0123660 0.236020 -0.302801 0.007140 0.267516 1.000000

LEV 0239576 -0.094163 0.013812 0.197013 -0.212742 4.114803 1.000000

Source: Recearchers’ Computation (E-View §) 2021

Toble 4.2 chowed acoociationo among voriobles ond to
check if there ic precence of multicollinearity. Corporote
oocial recponaibility (CSR) oo the dependent voriable
appeared to be negatively correloted with independent
variobles ac morket copitalization (MCZ, r=-0.0861),
Volatility of atock price (VSP, r=-0.111), Growth (GRW,
r=-0.013) ond Coch availobility (CASH, r=-0.123), but
poaitively acoociated with Return on acoet (ROA, r=0.058)
ond leverage (LEV, r=0.239). The acoociations ore not
oignificont, indicating thot thece voarioblesc may not be
having great impoct on corporate cociol regponaibility
(CSR) in onnual reportein Nigerio. The recultoof Peorcon
correlotiono indicated oboence of multicollinearity cince
none of the independent varioblecexceeded 0.90 (Pallont,
2007).

Table 4.3: Variance Inflation Factor (VIF)

Centered

Variable VIF

C NA
MCZ 1.132970
ROA 1.406453
VSP 1.325853
GRW 1.167050
CASH 1.200427
LEV 1.095878

Source: Recearcherc’ Computation (E-View 8) 2021

To further check for precence of multicollineority problem
omong the variobles, the otudy employed the vorionce
inflation foctor acindicated in Table 4.3. Hoir et al. (2010)
recommend that multicollinearity with o tolerance value
within the threchold of .10, which equoal to o VIF of 10, ic
acceptable. It ic obcerved thot the higheat vorionce
inflation foctor among the modelo variobles were market
capitalization (MCZ=1.132); return on acoet
(ROA=1.406); volatility of otock price (VSP=1.325);
growth (GRW=1.167); coch avoilobility (CASH=1.20)
ond, leveroge (ROE=1.09). The reaultc of the varionce
inflation foctor indicote obcence of multicollinearity in the
regrecoion variobles cince none of the voluesexceeded 10
unito.

F-ctatiotic 0.788778 Prob. F(6,93) 0.5809
Obo*R-oquared 4.842464 Prob. Chi-Square(6) 0.5642
Scaled exploined SS 14.40891 Prob. Chi-Square(6) 0.0254

Source: Recearchers’ Computation (E-View 8) 2021

The teat of heterockedacticity wao conducted ucing the
Breucch-Pogon-Godfrey tect. The tect reported F-ctatictic
0f'0.5809 ond a probability value of 0.5642. The reault of
the teot could not reject the null hypothecic of
homookedactic reciduclc. Hence, thicimplieo that there ic
no evidence for the precence of cerial correlotion. Hence
we precede to onolycicofthe regresoion recultc.

Dependent Variable: CSR
Method: Panel Leact Squarec
Total panel (balanced) Oboervations: 100

Voriable Coefficient  t-Statictic  Prob.
C 4207649  3.298028 0.0014
MCZ -1.31E08 -0.274078 0.7846
ROA 6.47E09 -2.124563 0.0363
VSP 0.032214 -0.840038 0.4030
GRW 1.006346  0.789150 0.4320
CASH 2.55E09 -0.820626 0.4140
LEV 3.140376  2.158546 0.0335
R-oquared 0.581749
Adjucted R-oquared  0.552508
S.E. of regrecoion 0.407820
Sum oquored recid ~ 539.1766
Log likelihood -226.1375
F-ctatiotic 1.379925
Prob(F-ctatictic) 0.230892 Durbin-Watoon otat 1.580541

Source: Recearchers’ Computation (E-View 8) 2021

Toble 4.5 Dependent vorioble; CSR above revealed the
outcome of ponel recult ucing corporate ococial
recponaibility (CSR) ac the dependent varioble. The
coefficient of determination R2 which atood ot o value of
0.581 with corporate cocial recponaibility proxied by CSR
indicoted that about 58% of the oyctematic variotionsin the
dependent varioble were accounted for by the independent
varioblec while the remoining 42% were unoccounted for
hence captured by the error term. Similarly, after adjucting
the degree of freedom, adjucted coefficient of
determination, (the adjucted R-cquare) otood ot 0.552 with
finoncial performonce proxied by ROA, implying that over
55% of the chongec in the dependent vorioble were
explained while 45% of the variationo were unexplained.
The overall F-atatictic otherwice known acgoodneas-of- fit
meaoure otood ot cignificont volue of 1.3799, compared
with the ctondord error of regresoion which otood ot
minimal volue of 0.4078, cuggecting thot the recultc are
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capoble for prediction. Furthermore, the Durbin Watcon
(DW) otatictico aloo otood ot imprecoive volue of 1.58,
indicating obcence of outocorrelation in the reculto
Therefore, the entire reculto proved impreaaive for policy
prediction.

Discussion of Findings
The findingoofthicotudy are diccucoed acfollowa.

Firet, it ic obcerved thot morket caopitalizotion ic
otatiotically incignificant indicating that market
copitalization ic o weok foctor to corporate ocociol
recponaibility (CSR). The negative coefficient volue
indicoted that decreace in market caopitolizotion leodo to
decreace in corporate cociol regponaibility. The finding did
not concur to extont otudiec of Akinlo and Iredele (2014)
who edtoblich o cignificant poaitive relotionchip between
corporote environmentol diccloourec ond morket volue
meaocured by Tobinc q rotio. Plumlee et. ol. (2010)
conclude that increaced voluntary environmental
dicclooure quality acoociated with firm value.

Secondly, it wao found thot return on acoet ic ctoticticolly
aignificont, indicating thot it ic o otrong determinont to
corporate cocial regponaibility. Thicoupported the view of
Zelolem (2020) meaoured with equity rotio ond interect
coverage ratio which chowo a cignificonce poaitive effect.
And negate Septioni et. al. (2020), their finding exhibited
negoative effectoon both return ond firm cize in other clime.

Thirdly, volatility of otock price wac found to be
atatictically incignificont, implying that it ic o weok foctor
to CRS. The finding woo againct the view of Abdallahi
(2019) which reault of findingo providec evidence of o
unidirectional couocol relationchip between the teoted
variobles from exchonge rote to touriom otock price. In
conconant with Tohir et. ol. (2021), who found there waoc
exiatence of plunged volatility in ctock morket ond price of
crude oil.

On the baceoof control variobleg, it wacfound that growth
(GRW) ond cach availobility (CASH) were alco
otatictically incignificont. Thic ocuggeoted that growth
(GRW) ond cach availobility (CASH) have incignificont
effect on corporate cocial regponaibility. The finding ic
conoictent with Joneoet. al. (2009), who obcerve anegotive
ond weok acoociation ond noted that morket returnc ond
financial performonce of entitiecengoged in cuctoinobility
reporting, while, leverage (LEV) woo found to be
ataticticolly cignificont. Thic implied thot leveroge hao
aignificont effect on corporote cociol regponaibility ond
thicionot in alignment with Uwuigbe ond Egbide (2012),
whooe finding found oignificont negative relationchip

between firm'c finonciol leverage ond reoponaibility
dicclooure. Zelolem (2020) when meaoured by return on
aooetoond return on equity but when meacured with equity
rotio ond interect coveroge rotio hoo cignificont poaitive
effect.

5.2 Conclusion and Recommendations

Information about CSR icon alternative and maojor concern
for componies ond other ucerc of finonciol ctotementa.
Relevont information dicclooure on CSR ic obtained
through compony'sc onnual reportc which cerve oo on
addition to accounting information to ucerc. Although, lotc
more componiecdicclooed information on CSR but not oo
inoightful ac expected, ond not all of ito reports ore in
recponce to global reporting initiotive index which ic
perceived oo a gold otondord for CRS dicclocure. Value
relevance giveo evidence oo to whether the accounting
numbercrelate to value in the predicted monner. It copturec
information reliobility ond loter increacec eorning
precioion, greater volue relevance reducec information
rick. Therefore, in thiootudy firm finonciol performance oo
proxed by return on accet admitcthot on the averoge oil ond
gaofirmchave the tendenciecto dicclooe CSR information
in their onnual report. Thuc, that obout 6% of them
aococioted with CSRD in their annual report in Nigeria,
meoning thot volatility of otock price of the oil ond gacfirm
follo according to the findingo Thioc ic not incightful oo
growth rate, cach availability ond otherc chowed o loweat
proportion of corporate cocial recponaibility informotion
dicclooure in oil ond gaconnual report in Nigerio.

Generally, the overall effect haono cignificont impoct on
CSR in Nigeria due to the low acoociation value and the
two poaditive effectc obcerved which hoac no direct
derivative influence on the cocial artifacto of the cocietol
people. Thooe two effects could only ottribute to ricing
interectc for orgonization growth ooke ond morket
ottraction. A retrieval accociation may not have
neceooitated deaire outcome on dicclooure. However, from
the acoociated variobles, growth rate, coch avoilability hoo
negotive implication on CSR in Nigeria. Thicouggeatothot
value relevonce onnual growth rate of the firmoin termoof
alecdecreaceadue to relotive chortcomingowaonoticed in
information dicclooure on environment occecoibility ond
projectionc. Thic oloo chowed that cach availobility woo
limitednecoacarecult of truct and lack of digpencobility of
claimoby thece corporationa. The poaitive cignoindicated
that the ratio of the total debt level of the firm to itc acceto
hao improved CSR. It meonc thot oooet voluotion on
leveroge ic tied to accelerote CSR which ic to booat the
confidence of the concern public ac to ceeing corporote
firmo oo cocially regponaible whereas not. The cubject

JANUARY - MARCH, 2021

[ 35 N




CNAJ VOLUME 29 NUMBER 1

therefore recommendo from the reoponcec of the findingo

that oo:

1. Morket copitalization hacanegoative influence on CSR
in Nigerio. Thic incignificont negotive coefficient
volue implied that a.reduction in morket copitalization
hoo negative effect on CSR in Nigerio. Corporote
bodiec have to improve on their value relevonce ond
informotion dicclooure in order to enhonce morket
value of their common equitiecond CSR.

2. Return on equity hao a cignificont poaitive impoct on
CSR in Nigerio. The meonc thot on increoce in return
on aocet indicates otrong determinont to CSR in
Nigeria. Therefore, volue relevonce of corporoate entity
inregard to dicclooure and return on accet hooability of
enhoncing CSR oo well acimproving corporate imoge
in thece cotegoriec of firmo among global reporting
initiotive index. Hence, firmoc ore odmoniched to
enhance acoet quality.

3. Volatility of otock price hoo incignificont effect on
CRS in Nigerio. Showing thot the morket reportoge
exertoweokly navigotion. Showing thot the frequency
of price chonges oo o meaoure of a ctocka, other aoceto
deviation from o cet benchmork experience over o
given period of time hac poorly performed relative to
expected volue of acoociation relevonce ogoinct cloim
over CSR in Nigerio.
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Treasury Single Account in Nigeria: is Fraud in
the Public Sector Curtailed?

Abdulrasheed Bello, Dr. Abdulrahman Bala Sani*

Abstract

The study is primarily aimed at determining whether the introduction of Treasury Single Account (TSA) minimizes fraud
perpetration in Nigeria with particular reference to federal MDAs in Sokoto. To achieve this, questionnaires were
administered to selected federal MDAs in Sokoto State. A sample of 252 staff was arrived at using Taro Yamane's (1973)
sampling technique. Descriptive (Mean and Standard deviation) and Inferential (Correlation and Multiple Regression)
were employed to analyze the data collected. The result from the analysis revealed that the introduction of TSA has
contributed immensely in minimizing fraud perpetration, blocking revenue leakages, and has led to consolidation of
government cash balances in the country. This was evident from the significant p-value of 0.032 and a positive coefficient
of 0.129 in respect of fraud perpetration against the independent variable (TSA). Also revealed were that the control
variables (blocking revenue leakage and cash consolidation) alongside the independent variable account for about 44.6%
variation of the dependent variable. In view of the above, the study concluded that TSA undoubtedly mitigates the
perpetration of fraudulent activities in the public sector by ensuring accountability and transparency in the management
of public finances. Base on this it is recommended that, there is the need for massive enlightenment by regulatory bodies on
the importance of implementing TSA by states and local government. Also, there is the need for appropriate statutory

backing on the implementation of TSA to ensure its effectiveness.

Keywords: TSA, Froud, financiol leakogea, accountobility, ond tronoporency

1.0 Introduction

Nigeriaicfaced with different finoncial irreguloritiesin the
monogement of her financeo thot ronge from corruption,
froud, micoppropriation of the country’c financec by key
government officialo, which wao contributed to o lorge
extent by the operation of fragmented oyctem of bonking in
the country. Thece have oignificontly offected the
implementotion of lomdoble policies, programc, ond
cervicecthat are capoble of atimulating economic progreco.
Previouc government continued to operate multiple Bonk
accountc for the collection ond opending of government
revenue which contradicto the provicion of the country’c
condtitution which atipulatesthot oll government revenuec
collected be remitted into o cingle occount colled
Conoolidated Revenue Fund (CRF). Thio proctice poavec
the way for the perpetration of froudulent octivitiec like
corruption, miomonogement of public funds, omong
otherc. The froud being one of the major problemo focing
Nigeria’opublic finoncial oyotem hoo offected virtuolly oll
cectorc of the economy ond hoo attributed cignificontly to
the precent deteriorating oituation the country ic focing
deopite the country’c obundont humon ond noturol
recourcec. Thic cituation requirec moximum ottention to
enoure efficient and effective utilization of public fundo
thereby meeting itc cocioeconomic ombition. Deapite

tremendouo effortc embarked upon by both previouc ond
precent governmentc to eliminate the act of froud in the
public finoncial monogement oyotem, it ic indeed
diccovered that froud in ito countless noturec remained
undetected ond continuec to grow in frequency ond
aeverity (Wolfe & Hermonoon, 2004). It ioca phenomenon
that impocto negatively on both the private ond public
cectoreond haspenetroted both developing and developed
economiec. Currently, perpetration of froud ond other
froudulent octivities have become o cudtomory oct by
Minictries, Departments, ond Agenciec (MDAo) of the
country thereby offecting the entirety of the country’c
economic oyatem, (Okoye & Akomobi, 2009; Gbegi &
Adebiai, 2014).

To encure efficient and effective utilization of public
recourceq, curtoil to come extent the level of corruption
perpetrated by public officers, minimice froudulent octc
ond micoppropriation of itc recourcec which will in turn,
omeliorate the deteriorating condition of the country’c
PFM ond increace it economic cophictication, Nigeria

* Abdulrasheed Bello, is a lecturer in the Nigerian Airspace
Management Agency Sokoto while Dr. Abdulrahman Bala
Sani, is a lecturer in the Department of Accounting, Usmanu
Danfodiyo University Sokoto
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introduced ond initioted o cequence of monetory ond non-
monetary policiescapoble of acoicting in the effective ond
efficient utilization of itorecourcecs. One of thece reformoic
the introduction of apolicy decigned to improve the quality
of the country'c public finonciol monogement (PFM)
oyotemo referred to oo Treoaoury Single Account (TSA).
TSA ic decigned primorily to enoble concolidation of
public fundc moct efficiently ond effectively thereby
availing the government with ito cach balonces in reol-
time. Before the introduction of TSA, government MDAG
maintoined o frogmented oyctem of handling government
financeswhich leod to cach lying down idle in commerciol
bonkcfor extended periodowhile the government ocout for
the fund to execute itc budget ond meet ito financiol
obligationo, (Akponoung & Gidigbi, 2014; Chukwu,
2015). It ic in view of the foregoing, that the country
deemed it nececoory to introduce a.unified bonking oyctem
to be on importont factor copoble of encuring efficiency in
the monogement of public recourceo. If implemented, the
progrom ic cimed of minimizing the coct of government
borrowing, moximize the opportunity coat of cach
recourcega, plug financial loopholec, promote troncporency,
occountobility ond prevent froudulent octivitiec in the
public financiol oyctem (Bachir, 2016).

Notwithotonding the importonce ottributed to the
introduction of TSA, it iccurrently focing alot of criticiom
in the country. Some of the criticiomo roiced were thot
TSA'c effectiveneds in tackling corruption, prevention of
froud, level of implementation, ond area of coveroge lacko
legiclative commitment, (Ilori et ol., 2019). Similorly,
Clementina, (2016) highlighted that if fully implemented,
TSA will undoubtedly affect Bonko liquidity ond
profitobility which will invariobly offect the interect rote
ond increoce the country's rate of unemployment in the
Boanking cector. Awuon ond Ahmad (2015) ottributed thot
the otokeholderc involved lock troining ond that TSA
implementation requirec moduc operondi, it icin view of
the foregoing criticiomo that thic otudy ic undertoken
primarily to accertoin whether the policy oid in the
elimination of froud perpetration in the public cector
occounting oyctem in Nigerio with porticulor reference to
federol MDAGin Sokoto State.

2.0 Literature Review

TSA ic defined ac o conoolidated account controlled ond
maintoined by the country'copex bonk or avirtual account
compricing of cub-accountc meont for the government
monoged ond controlled by the treacury which enablecthe
conoolidation of cach poaition ot the end of eoch day
(Fainboim & Pottonayok, 2011). Kifool (2015) defined
TSA to be on acembly of oyatemo and procedurecapplied

to o country'c treacury to conoolidate coch bolonces. He
odded thot TSA ic beyond juct aoccembling oyctemo ond
procedurec but unifying all country’sc Bonk oaccount
operated with the commercial boankc cuch that
conoolidation con be ochieved acat when needed to encure
efficient utilization of thece recourcec. Onyekpere (2015)
opined that TSA ic a oyotem decigned to effectively
monoge the government’s finonceg, bonk accounts, ond
other cach recources thereby pooling oll government
recourcec through the main occount. Chukwu (2015)
viewed TSA to be a grid of cub-occounts all linked to o
oingle account cuch thot, troncoctiono are effected in the
aubaidiory accounts but clocing bolonces on thece cub-
accountotronoferred to the main account ot the end of each
buciness day. The TSA ic primorily introduced to bring
about trangparency ond accountobility in the monogement
of public recourcec. Thic ic becouce MDAG have been
depriving the country of due revenue through unnececoury
bonk accountounder their purview ond which ionot known
by the government. Therefore, with the introduction of
TSA, Bonkowill no longer be oble to defrond the revenue
oince oll fundo will be owept into the TSA. Hence, when
fully adopted, TSA ic believed to eace mointenonce of
MDA 'c account with commerciol bonke whereby funding
ond dicbureementc are mode by the main account
mointained ot the centrol bank, their deily baloncesowift to
the main account virtuolly (Onyekpere, 2015). An efficient
ond effective TSA iccharacterized by, location, coveroge,
concentration, fungibility, timely revenue ond payment of
o troncoction, ond loctly, timely information. The location
impliecthe need for centrolizing TSA of the opex Bonk due
to ito incucceptibility to counterparty rick ac compared to
money depoait bankc and, therefore, will not foce the rick
of moral menace. All cach recourcec belonging to the
treaoury chould be conoolidated into the main account
maintoined of Apex Bonk. Concentration reiterotec the
need for MDAGto ceek approval in cace there icthe need
for account opening with ony benk ond thic chouldn’t be
beyond the overcight of the treacury. Fungibility aimply
meonc thot the treacury ochould encure thot, the
conoolidated coch bolonce ic monoged in line with
international beat proctices and utilize optimally. The bect
proctice ic to hold a book of entries in o government
Integrated Finonciol Monogement Information Syctem.

Voriouc definitionc of froud emanoted from recearchercin
the likec of Ernct ond Young (2005) who defined fromd to
meon ony deliberate oct of ucing foke, deceit, or ony foloe
oction to deny comeone hiclegal right, money, or property.
However, in the wordingo of Albrecht (2005); Hopwood
(2008); Rezoee (2010); Kranacha (2011); KPMG (2011)
froud involveo the uce of purpoceful deception ond other
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logicoal actioncto obtain on illegal advontoge over on entity
deopite the horm it may couce. Albrecht (2005) maintoined
that froud con hordly be oeen openly, itc exictence ic
determined through obcervotion. It icpertinent to note thot,
perceiving the exiotence of froud doeon’t guorontee it
occurrence. Several reaconcwere believed to be the couce
of perpetration of fromdulent activitieoin on orgonizotion,
Romaowomy (2005) believed poor corporate governonce
ond on effective internol control oyotem to be the major
comce of froud. These factorc give individuolo the
opportunity to perpetrate froudulent octc in on
orgonizotion. Moukoro et, al. (2011) otated thot froud
occurc when individualo undertoke ony act believed to be
deceitful knowingly in on orgonizotion purpocely to
deprive othercof their righto. There are three typecof froud
nomely, micoppropriation of acsets, corruption, ond froud
in the finoncial otatement. Froud con be perpetrated in
variousformg; it con be simple or cophicticated viathe uce
of o computer oyotem. Froud triongle theory otated thot
froud icencouroged by finonciol precoure (debt, luxuriouc
lifectyle, etc), rationalization ond opportunity. In o theory
developed by Albrecht et ol. in 1984, the theory
highlighted three foctorc to be reoponaible for froud
perpetration. Thece factoro are cituotionol precoures, the
opportunity to commit froud, ond perconal integrity. While
in arelated theory developed by Romoamoorti in 2008 who
otated that the motive for froud ic behavior. In 2019,
Romomoorti introducec a theory called the ABC model
aimed ot categorizing froud. He categorized froud in three
formeo ac bad Apple, o bad Buchel, o bad crop. Bod opple
referc to individual froud, bod buchel referc to collucive
froud, ond lactly, bad crop refers to a cultural ond cocial
mechoniom thot offecto the occurrence of froud ond ic
regarded acthe moat dongeroucfroud.

Thic otudy ic underpinned by the Inctitutional-centric
theory of finoncec ond recourcec-baced theoriec Ac
propoced by Stein ond Rocefieldein (2005) inctitutionol
centric theory ic decigned to replace the finonciol
liberalizotion theory due to itcdefect employed during the
90c. The theory acknowledged thot there exict formal
inctitutiono, informal inctitutions, ond imperfect morketo
that believed in the efficient utilization of recourcec to
achieve development (Stein & Rocefielde, 2005). Thig,
therefore, highlighted the need to have on integroted
oyotem that ocupports reol-time finoncial informotion
acceaoo. Integrotion of finoncial functionowaocpropoaed by
Demoeatri ond Guerrero (2003) ond theoretically cuggeoto
that effectivenecoond efficocy are achieved when finonciol
information ic integrated. In cupport of thic ctudy, the
adoption of TSA in the public cector icaimed ot integrating
the varioudfrogmented Bonk accounto maintoined by the

government. Thicacouggeated by Demaectri ond Guerrero
(2003) will enhonce the effectiveneds and efficacy of the
Noational Treacury ond therefore enoure concolidation of
government cach bolonces, block revenue leakogeg,
increace generoted revenue ond reduce debt cervicing coct.
Reoource cource theory atrecoed the need for finoncial
monogement reforma.

Yuouf (2016) invectigated the effecto of Treacury Single
Account on Public Finonce Monogement in Nigeria ond
found out that, TSA icpoaitively correlated with PFM ond
concluded that TSA if fully implemented hacthe copacity
of blocking the finoncial loopholec ond reduce debt
cervicing coat, thicicin line with the findingcof Wohid et al
(2015) thot affirmed that TSA block revenue leokogeg,
enoure thot public finoncial recources ore hornecced
efficiently ond effectively to enable government addrecsec
itc developmental chollenges to meet the need ond
aopiration of the citizenry. Similorly, Ahmed (2016) in hic
otudy review poaited thot TSA arrongement ic meont to
optimize government coach manogement, oavoido
borrowing, ond poaying odditional interect chorgeo to
finonce the expenditurec of come ogencies while other
agenciec keep idle balonces in their bonk accounts. To
minimize borrowing cootc ond moximize interect-beoring
depoaitg, a centralized coach balonce through a treacury
aingle occount ic recommended (Compo & Tommag,
1999). According to Tonberg (2005), thic approoch hao
major benefitg, particulorly in termo of finoncial control
ond promoting efficiency and coat-effectiveneco. Enauring
effective and efficient monogement of treacury balonceg,
ocound TSA hoo to be implemented which will oid in
reducing idle money ond monoging coch-miomotch, thic
will encure daily oweeping out of the treacury poyment
accounto ond the treooury receiptc accountc ocroco the
country, (Adebioi & Matthew, 2016). Chukwu (2015)
highlighted thot, before the implementation of the TSA,
the government woo incurring finonce cocto on debit
balonces in come MDA'c accounts while it woo earning
cloce to nothing on the credit baloncesof other MDAG. He
reiteroted that TSA will encure efficient monagement of
the Government'c cach poaition, avoid incurring interect
cootowhen it hoo a poaitive net poaition. It will oloo ollow
the government to aee ot o glonce the daily revenuecbeing
generated by the Revenue Generation Agenciecacwell oo
identify negative varionces. Lactly, it will eliminate the
poacuibilitiec of divercion of government revenue
reaffirming Chukwu (2015), Vohyolo, et al. Pwafeyeno,
ond Minnecoi (2016) opined that the implementation of
thiopolicy icacritical otep towardobooating the economy,
plugging of leakoges, and curbing corruption in public
aector finance. They oloo offirmed thot TSA will help block
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modt if not all the leakagesthat have been stumbling to the
growth of the economy.

To mitigate the liquidity effect of TSA on finoncial
inctitutiong, there icthe need for a oyctematic migration of
oll cach bolonces with the commerciol bonkc by
introducing effective monetory policy meaoure coupled
with the review ond omendment of legol framework where
nececonry to enoure efficient implementation of the TSA
(Yuaouf, 2015). Eme ond Chukwurch (2015) conducted
recearch where they explore the voriousextent of TSA and
concluded by poditing thot, TSA encurec effective
monogement of government revenue, if implemented, the
oyotem will provide on ovenue for timely payment ond
copturing of all revenuec belonging to the government
treaoury. Beaides, the oyotem will likely reduce the
miomonogement of public fundo by revenue-generoting
ogenciec, help check exceoo liquidity, inflotion, high-
interect rates, round-tripping of government depoaits, ond
the dliding volue of the noire. In the work of Pottonayok,
ond Fainboim (2010), frogmented government boanking
arrongementc hinder effective cach monogement ond TSA
wooprimorily introduced to encure effective and oggregote
control over government coch balonces. Ekubiot, ond Ime
(2016) in their otudy on benefits, chollenges, and progpecto
of TSA adoption by the State Government in Nigeria, it
waoeatabliched that TSA adoption will be of greot benefito
though there will be chollengecin the chort-run while the
benefitg, in the long run, will out-weight the challengea.
Therefore, recommended the adoption and full
implementation of the policy. TSA implementation will
offect the operation, profitobility, and liquidity of moct
Bonko(Clementina, 2016).

After acriticol review of thicliteroture, we ectabliched the
need to otudy the impoct of TSA on the prevention ond
elimination of fromd in Nigeria, porticulorly in northern
Nigerio. It ic ogainct thic backdrop that thic otudy ic
undertoken.

3.0 Methodology

The population of the ctudy compriced oll federal MDA Gin
Sokoto State totoling 38 with o otoff otrength of 4393,
(Federal Choracter Commicoion, 2020). Bocing on the
population of the otudy 054393 Stoff, the comple cize of
367 woodetermined through the uce of Yomone, T.'c(1973)
ocompling technique (n=N/1+(e)2) with a95% confidence
level. Pretected quectionnairec were uced to collect dota
from the reopondent. The qualitative recponcec were
quontified ucing the Likert ocole rating (Strongly Agree =
5, Agree =4, Undecided =3, Dicugree = 2, and Strongly
Dicongree = 1). The quectionnaire contoinc two cectiona.

Didtribution of regpondents by general chorocterictico in
cection A, while Section B ic further cubdivided into four
aub-cectiong;, reoponces on the implementotion of TSA,
whether implementation of TSA prevento fromd, whether
implementation of TSA conoolidates government coch
baloncea, ond lactly whether implementation of TSA block
revenue leokogeo in Nigerio. 367 quectionnairec were
odminictered out of which 252 were retrieved from the
field ocurvey. Deccriptive ond empirical onolycec were
employed. The deccriptive onolycic ucec meon ond
otondord deviation while in deccribing the dota in the
quectionnaire while empirical cnalycicemploycthe uce of
multiple regrecoion ucing Statictical Pockoge for Sociol
Sciencec(SPSS) v20 to meet the objective of the ctudy.

Model Specification

Regrecoion onalyciowill be uced to tect the objective of the
otudy ucing the regresoion model employed by Adebiai ond
Mothew (2016). The general form of the regrecsion model
con be opecified more compactly ao:

Yi=B0+B1 Xil +P2Xi2 +... +BpXip+e (i)

The model woc modified to ouit our objective of
determining the effect of our independent varioble (TSA)
on the dependent varioble (FP). Two control vorioblec
Coach conoolidation (CC) ond Revenue leokogeo (RL) oo
control variablec.

FPi=Bo + BiTSA; + B.CC; + B3RL; +¢ (i1)

Where:

FP=Fromd prevention
TSA=Treaoury cingle Account
CC=Caoch control
RL=Revenue leokageo

4.0 Data Presentation and Analysis

Thiccection precentcthe onalycicof datacollected through
the uce of pretected quectionnoirecadminictered to the 252
otaff of federal MDAGin Sokoto.

4.1 Descriptive Analysis

Thic cubcection precents the number of quectionnoirec
adminictered ond retrieved, demographic characterictico
of the regpondentg, ond loctly the meon ond otondord
deviation of the regponcecto the quectionnoirea.

4.1.1 Questionnaires administered and retrieved

Toble 1 precentc on anolycic of quectionnairec
odminictered ond retrieved from variousMDAGwith their
corregponding percentogec.
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Table 1: Quectionnoirec Adminictered ond Retrieved

Respondents | Questionnaires | Percentage Questionnaires Percentage of
administered administered retrieved and used | retrieved and used

Minictriec 167 46 103 41

Departmento 100 27 87 35

Agencieo 100 27 62 24

Totol 367 100 252 100

Source: Source: Field Survey 2021 4.1.3 Reoponces on implementation of Treaoury Single
Account (TSA)

Toble 1 obove revealed thot 252 quectionnoirec were
retrieved reprecenting 68.7% of the totol quectionnairec
odminictered.

Reoponces on the implementation of TSA by federal
MDAGcin Sokoto State aoctated in Toble 3 below.

Table 3: Meon volue of reqponceon the implementotion of TSA by federol MDAG

. L. SIN | Meagureo Meam | SD
4.1.2 Demographic characteristics of respondents I | Your MDA doecnot moi ntoin o fragmented Bonking oyctem | 4.67 0.68
with the Commerciol Banko
Toble 2 ic o demogrophic characterictic of respondentc | |2 | Your MDA doegnot meintoin o perooncl Bonk Account | 4.69 0.62
compricing of Age, Educationol qualificotion, ond 3| Your MDA'sAccount i linked to the TSA mointeined by | 4.72 0.54
working experience. the Centrol Bonk of Nigerio. ' '
4 | Your MDA oeceavito oc count balonce in reol-time 4.61 (.76
5 | Your MDA conmlidote it Coch Balonce oo ot when due 487 0.35
Table 2: Demogrophic choracterictico Source: Source: Field Survey 2021
SIN | Items Options No. Of Response | % of Response
1 | Age 18 - 30 yearo 71 28 Toble 3 chowed thot the meon rotingoof the
31 -40 yeoro 123 49 reoponcec on oll determinontc of
41 yeoroond obove 58 23 operationalizing TSA by the MDAG are
Total 252 100 within the reol limit of 4.87 — 4.61 on o, 5-
2| Educationd Qualifiction | O'Level 0 0 point rating ccole. Thic revealed that the
ONDND 9 37 reopoqdentg believe 'thozt TSA ic being
operationalized by their MDA cocthe meon
HND/B.Sc. 129 ol value of all the determinontcicabove 4.
PGD 17 7
M.Sc/MBA/PhD 12 5
Total 252 100
3 | Working Experience 0- 10 yeoro 98 39
11 -30 yeare 136 54
31 years oand obove 18 7
Total 252 100

Source: Source: Field Survey 2021

Table 2 above indicateo that 28% of the regpondento foll
under 30 yeorc, while 49 regpondentoreprecenting 49% of
the totol reopondentcond loctly 58 reprecenting 23% ore 41
ond obove yeorc. The table equolly reveoled thot the
majority of the regpondents hold HND/B.Sc. certificate
with the leact being the O’Level holderc. Aloo revealed by
the toble ic that obout 54% (136 recopondento) of the
reopondentchave 11 —30 yearcof working experience with
their MDAG.
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4.1.4 Responses on whether implementation of TSA prevents fraud
Table 4: Meon value of reaponcecon whether implementotion of TSA preventofroud in federol MDA

SN | Measures Mean SD

1 The introduction of TSA encurec on effective Internal Control cyctem in your | 4.84 0.559
MDA.

2 Introduction of TSA aid in the effective monitoring ond evoluation of finoncial | 4.88 0.415
octivitiecin your MDA.

3 TSA preventc unlawful uce of public fundo for private advonceo 4.81 0.586

4 introduction of the TSA preventc over-ond under-invoicing 4.66 0.742

5 Implementation of the TSA deter the payment of ghoot workerc ond pencionerc | 4.95 0.239

6 Introduction of the TSA avert payment for goodc or cervicec not provided or | 4.82 0.604
rendered in federol MDAG

7 Introduction of the TSA oavert inflation of pricec of goodo ond cervicec 4.86 0.467

8 Implementoation of the TSA preventc MDAG cecrecy around the monogement 4.80 0.599
of public finoncec

9 TSA icon avenue upon which tronoporency in public expenditure ic ochieved 4.70 0.695

10 | TSA cerved oo atool for froud rick acoecoment in MDAG 4.89 0.323

Source: Source: Field Survey 2021

The outcome from Toble 4 above reveoled thot the meon
rotingo of the regponces on all the meaourec employed go
beyond 4 ond near 5 (4.81 — 4.95). Meoning that the
reopondentc atrongly believed thot TSA implementotion
oid in the mitigation of froud perpetration in the federal
MDAG.

4.1.5 Responses on whether implementation of TSA aid
in consolidating government cash balances

Table 5: Meon value of recponcec on whether
implementotion of TSA ConoolidatesCach Balonceo

On whether the implementation of TSA will cid the
conoolidation of government cach bolonces, toble 5
revealed that the meocure with the highest meon
(Implementation of TSA reduce the country’cdebt burden)
of 4.95 reveoled that TSA reducec the country’c debt
burden ond the loweost meon of 4.37 o meacure
(Implementotion of the TSA control the deloy in the
remittonce of government revenueo) revealed that the
recpondentcatrongly believed in the effectivenecoof TSA
in controlling delay in remitting government revenue.
Equolly reveoled by Toble 5 ic that the meon of oll the
meacurecemployed icbetween 4.95 and 4.37 which icvery
cloce to 5 (otrongly ogreed).

SN | Measures Mean (x) SD

1 Implementation of the TSA by federal MDAG avail their 4.77 .608
coch balonceo in reol-time

2 Implementation of the TSA in Nigeria reduce debt 4.83 414
cervicing cootc

3 TSA cover both budgetary ond extra-budgetory baloncecin | 4.92 452
Nigeria

4 Implementation of the TSA control the delay in the 4.37 907
remittonce of government revenuec

5 Implementation of the TSA enacure ropid payment of 4.90 .305
government expencec

6 Implementation of the TSA encure prompt remittonce of adl | 4.94 253
revenuec due to government

7 Implementation of the TSA oid MDAGto execute o more 4.92 .329
vioble project

8 TSA implementation enoure timely rendition of MDAG 4.87 409
finoncial troncoctiono (Tronocript of accounto)

9 Implementation of TSA cove MDAGthe problem of a 4.84 462
warront being icoued without cach bocking

10 | Implementation of TSA reduce the country’cdebt burden 4.95 270

Source: Source: Field Survey 2021
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4.1.6 Responses on whether implementation of TSA
help in blocking revenue leakages

Table 6: Meon voalue of recponoec on whether
implementation of TSA block revenue leokogeo

SN | Measures Mean (x) | SD
1 Doecthe implementation of TSA in Nigeria cignificontly 4.90 0.463
increaced revenue generationy
2 Doecthe introduction of TSA cerve ac a yordatick of public | 5.00 0.063
expenditure monogement in Nigerioy
3 Doecthe implementation of TSA cignificontly reduce the 4.96 0.206
rote of bribery ond corruption in Nigerioy
4 Doecthe implementation of TSA bring about tronoporency | 4.81 0.575
ond accountobility in public finonce monoagementy
5 Doecthe introduction of TSA reduce the rote of revenue 4.99 0.089
diveraion in the public cectory
6 Doecthe implementation of TSA encure that public 4.99 0.109
finonciol recourcec are harnecsoed efficiently ond
effectivelyy
7 Doecs TSA implementation aid effective imple mentotion of | 5.00 0.063
government projectoy
8 Doecthe implementation of TSA bring about ficcal 4.99 0.109
diccipline in MDAGoy
9 Doec TSA implementation increoce the volume of the 4.98 0.125
country’crevenuey
10 | Doecimplementation of TSA brought about tronoporency in | 4.98 0.125
public opendingy
Source: Source: Field Survey 2021
Table 6 precented o meon value of recponcec on the effect
TSA implementation hosin blocking leakogesin the public
aector. The meon between 5 — 4.81 revealed thot thereop-
ondents believed all .the 10 Table 7: Correlation motrix recult
meaocurec otated in the
quectionnoairec to determine the [ yariables TSA | FP CcC BL
effectivenecsof TSA on blocking [ TSA [ Pearcon Correlation 1
leckogeo ond thot they otrongly Sig. (2-tailed)
ogreed thot implementation of N 750
TSA hoo cided in blocking |'gp Pearcon Correlation 1417 |1
revenue leakogea Sig. (2-toiled) 025
. . N 252 252
4.2 Inferential Analysis CC | Pearcon Correlation 034 | 2717 1
421 Correlation Sig. (2-toiled) 591 |.000
Thic cection onolyces doto to N - 252 1252 = 252 =
determine the relationohi BL | Pearcon Correlation .034 | .241 413 1
p . .
between TSA and Fraud Sig. (2-tailed) .590 | .000 .000
N 252 252 252 252

prevention in federol MDAG oo
precented in Toble 7.

*. Correlation icacignificont ot the 0.05 level (2-tailed).

**_ Correlation icoignificont ot the 0.01 level (2-tailed).

Source: SPSS v20 ooft output, 2021.
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The reault from the onolycic in Table 7 chowo a otrong,
poaitive, and otaticticolly cignificont (r = 0.025; p < 0.05)
relationchip between TSA ond FP ot a 5% level of
aignificonce. Thic impliec thot the more effective TSA ic
the higher choncec of fraud perpetration in the public
aector. Equally reveoled from the reault ic a poaitive ond
oignificant relationchip between FP and CC with ap-value
of 0.000 < 0.01. Thic impliec thot the relotionchip ic
aignificont ot a 1% level of cignificonce. Alco revealed
from the onalycicica cignificont relationchip ot a 1% level
of cignificance between FP ond BL.

4.2.2 ANOVAresult
Another importont recult from the regrecoion recult ic
Analycic of Voarionce (ANOVA) which tectc for
acceptobility of modelos from the ctaticticol point of view
precented in Toble 8.

Table 8: ANOVA recult

The recult from the onolycicin Toble 9 confirmothot TSA
olongoide control variobles introduced ore poaitively
related to FP in Nigerio. TSA hoo a poaitive relationchip
with FP evident from a poaitive coefficient of 0.103 ond a
p-value leas thon 0.05 (0.032). Thicic on indicotion thot
TSA aignificontly affectofromd perpetration in Nigeria. All
the control voriables introduced ore poaitively cignificont
with a p-value of 0.002 ond 0.021 ogoinot CC ond BL
reopectively. Aloo revealed from the onalycicin Toble 7 ic
that the independent variables(TSA) alongaide the control
variobles (CC ond BL) account for about 42% variotion in
the dependent vorioble (FP) ond the remoining 58% ic
occounted for by other foctorc outcide the vorioblec
introduced.

5.0 Conclusion And Recommendations

In view of the foregoing findingo from the anolyaig, the

ctudy concluded thot the introduction of TSA will oid in the
efficient ond effective utilizotion of

o Dependent Vorioble: FP

Model Sum of Squares | Df | Mean Square F Sig. public finoncec by preventing the
1 | Regrecsion 0.636 3 0.212 10.254 0.000° perpetration of froudulent acto
Recidudl 5.124 248 0.021 bedeviling public financial
Totdl 5760 251 manogement which hoobeen (xffgctlng
accountobility ond tronoporency in the

public cector. Thic ic becouce the

b. Predictora: (Conctont), BL, TSA, CC

policy encuresprompt concolidation of

Source: SPSS v20 ooft output, 2021.

From the recult in Toble 8, it con be ceen thot the
aignificonce value of f-atatictico ic amall (0.000) which ic
leos thon 1% which indicated thot TSA explained the
variation in FP acotated by Gujorati ond Porter (2009).

4.2.3 Regression results

Toble 9 icaregreasion recult of the dependent varioble (FP)
regrecs ogainot the independent (TSA) ond control
voariobles(CC and BL) introduced.

Table 9: Regreooion reaultcon the effect of TSA on Fromd
prevention

Table 9: Regreooion recultoon the effect of TSA on Froud prevention

government cach baloncecinto acingle
account maintoined by the country’copex bonk. The policy
io believed ic om avenue for timely collection of revenue
ond payment of expenditurec without the intervention of
bonkc. In view of the obove, the ctudy, therefore,
concluded thot the implementation of TSA hac aided to o
lorge extent in the elimination of froud ond other
irregularitiesin the public cectoro.

Baoed on the findingo ond conclucion reoched, the otudy
recommended the need for information compaigne to
enlighten the public on the need for the implementotion of
the policy, there chould aloo be o framework for the
operation of the TSA. The government chould oloo
overhoul the copocity of the Federal Minictry of Finonce
ond the CBN to cope with challengec acoociated with the
enforcement of the provicioncof the

Dependent variable Fraud prevention (FP) TSA. The government chould cecure
Predictor variables Coefficient Std. Error P-Value oG coon 0o pocaible the appropriote
(Conctont) 1.089 0.789 0.169 legiclative oupport to focilitote the
TSA 0.103 0.048 032%* relevont regulatory environment
cC 0279 0.090 002* which will drive the effective

” implementation of the treaoury
BL 0.388 0.167 021 aingle account by oll MDA ond
R= 0.664 loctly, there ic a need for more
R2= 0.420 legidlation to cover the ototec ond
Adj. R? = 0.400 local government levelo cince the

*Significont ot 1%; **Significont ot 5%
Source: SPSS v20 coft output, 2021.

policy in quedtion only covered the
federal level.
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Financial Intermediation and Manufacturing
Sector Output in Nigeria

Okeke Vivian Onyedika, Anaele Sylvia Chikodi, Dr Chukwunulu Jessie*

Abstract:

The study focused on the effect of financial intermediation on the manufacturing sector output in Nigeria using time series
data from 1985 to 2019. Relevant conceptual, theoretical and empirical literatures were reviewed. Supply leading theory
was adopted as the theoretical framework. Ex post facto research design was employed and the data used in the study were
sourced from the Central Bank of Nigeria Statistical Bulletin 2019. Manufacturing sector output was employed as the
dependent variable while credit to Private Sector, money supply (M2), credit to manufacturing sector and interest rate
were employed as the independent variable . Descriptive statistics, Augmented Dickey-Fuller (ADF) test, Johansen
cointegration test and error correction model was employed in analyzing the data. The result of the descriptive statistics
indicated that the variables were normally distributed. Augmented Dickey-Fuller (ADF) test showed that all the variables
used were stationary at first difference. The result of Johansen cointegration test indicates that there is a long run
relationship between dependent and the independent variables. The ECM result showed that money supply and credit to
manufacturing sector had significant positive effect on manufacturing sector output in Nigeria. Also, credit to private
sector and interest rate were found to have insignificant effect on Nigerian manufacturing sector output. Based on the
significant f-statistics value, the study concludes that financial intermediation has significant positive effect on
manufacturing sector output in Nigeria. The study recommends that there should be collaboration between the central
bank and the key players in the financial intermediation process to ensure that loan and advances are given to the real
sector of the economy particularly the manufacturing sector.

Key Words: Finonciol Intermediation, Monufocturing Sector

Introduction

The finoncial cector of any nation playc a critical role in
the growth ond development of the economy. The
development of thic cector determineshow it will be able
to efficiently and effectively render itcintermediotion role
(mobilizing fund from the curpluc cector to the deficit
cector of the economy) (Adekunle, Solomi &Adedipe
2013). Finoncial intermediation icthe procedure whereby
providerc of financial cervices cuch aoc banke pull fundo
from the general public in form of depoaitc ond troncform
them into loonable funds (Agbada & Oauji, 2013). Thic
impliec that through intermediation, finoncial inctitutiono
turncdepoait liobilitiesfrom curplucunit of the economy to
bonk'c mojor interect eorner, loonc ond advoncec to the
deficit unito of the economy. Nwoeze, Onydikochi ond
Nwobekee (2014) poait thot finoncial intermedioriec
emergec to lower the cootc of recearching potentiol
inveotmentg, exerting corporation, controls, mobilizing
ouwvings, monoging rickc ond corrying out exchongeo.
Finoncial intermedioriecby providing thece cervicesto the
economy, influence cuvingo ond ollocation decicionc in
wayo thot may offect long-run growth rotes. Banko play
voluoble rolesin the economic growth ond development of
the notion. Thicrole they perform mobilizing idle cavingo
from the curplucunit for onward lending to the deficit unito

of the economy thereby enhancing capitol formation in the
economy (Ujoh&Amaechi, 2005).

Depocit money bonkc condtitute the moct ecocentiol
intermediariec in the finonciol oyotem booed on their
control of the lorge portion of financiol oyctem'cocoetcond
their leoding podition chort-term fundo intermediotion.
Other formo of depoaitory inctitutions whoce liabilities
poaseco reaconobly low level of moneyneass aloo ploy the
finoncial intermediotion in the banking cector. In the non-
monetory finonciol cector, the finoncial intermedioriec
include coaving ond loon acoociationg, lending compaonieg,
finonce inctitutions, venture copitol companies, pencion
ond provident fundg, incurance componiec ond diccount
houces While helping the bonking inctitutionsin finonciol
intermediation roleg, their octivitiec ore torgeted ot
bridging the gop in term of credit otructure by providing
long-term fundo in the economy (Ogiriki&Andaboi,
2014).Finonciol intermediation enhoncec the growth ond
development of the economy by influencing the level of
owvingo availobility ond itc allocotion for inveotment
purpoces in order to bring in the higheot return. The

* Okeke Vivian Onyedika, Anaele Sylvia Chikodi, Dr Chukwunulu
Jessie, are lecturers in the Department of Banking and Finance,
Chukwuemeka Odumegwu Ojukwu University, Igbariam, Anambra
State, Nigeria.
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importonce of finoncial intermediotion otemo from itc
peculior role of moking contractuol provicionc for
ouccecoful linkoge between lenderc ond borrowero.
Therefore, it ic indigpencuble to the economy aince it
promotec inveotment ecpeciolly in the monufocturing
aector.

The monufocturing cector ic perceived oo o cignificont
cector in termo of itc contribution to overall employment
ond output of the economy. Growth in thiceector according
to Anigbogu, Edoko ond Okoli (2014) hoo long been
conoidered fundamental for ouctaineble growth ond
development of the economy. The cector icbelieved to be a
latent engine of innovation ond troncformotion, o.generator
of poaitive opill-over effects ond a creator of dkilled joba.
The odvoncement in monufocturing output hoo been
conoidered oo o key ingredient for purpoceful ond
ouccecoful troncformation of the economy porticulorly the
developed ond emerging economies(Tybout, 2000). In ony
advanced economy ond emerging economiec, the
monufocturing cector ic o leading cector in mony recpecto
porticulorly in increocing productivity of the economy,
generating employment, enhoncing per capito income ond
enhoncing foreign exchonge eoarning copocity (Loto,
2012). Furthermore, it createcinvestment copital ot o footer
rote thon ony other cector while providing wider ond more
efficient connectionc among different cectoroc (Ogwuma
1995).Danladi, Akomolafe, Bobalola ond Oladipupo
(2015) noted that the progressin monufacturing cector hoo
been acclaimed acon avenue of enhoncing the otondord of
living ond growth of the economy.

But a clocer look ot the Nigerion monufocturing cector
chowo thot the oector output ic obyomolly low when
compoared to that of itc counterpart world over. It ic quite
regrettoble that the cector haoc been performing below
expectation, leading to decline in the overall productivity
of the economy (Udoh & Ogbuogu, 2012). The poor
performance of the cector in Nigeria hao affected output
growth and oo o reault increaced the unemployment rote.
Meoogon, Olunkwa ond Yuouf (2018) noted thot the
pitioble performonce of the cector in Nigeria otemo from
the inobility of the financial cector to cufficiently cupport
the cector through the provicion of fundoc for invectment
purpocec (Hoooon et ol, 2011). Furthermore, the
government monetoary ond ficcol policies have not been
favoroble to the monufocturing cector. Juctifiobly, the
finonciol cector i6 cuppoced to be a mojor driving force
propelling output acwell acengineering the growth of the
cector through ito intermediaotion roles. Thic con be
ochieved by moking loonoble fundo ovoilable to
monufocturerc of on offordoble interect rate in order to
operating their coct and booct their overall productivity.

However, Nigeriohaonot been able to achieve thicand the
monufocturing cector remoinc olmoot moribund oo it
contributec very little in termo of overall output ond
employment in the economy (Shohbaz, 2009). Hence, thic
otudy ichypotheaized to invectigate empirically the effect
of finoncial intermediotion on monufocturing output in
Nigerio. Specifically, the otudy invedtigated the effect of
credit to private cector, money oupply (M2), credit to
monufocturing cector ond intereot rote on monufocturing
output in Nigerio.

Literature Review

Financial Intermediation

Finoncial intermediation ic the art of chonneling fundc
from covercto inveatoraby mobilizing fundcond encuring
efficient troncformotion of fundec into productive capitol
formation. It involvec the troncformation of mobilized
depoaitc liobilities by finoncial intermedioriec cuch oo
bonkc into bonk aoetc or creditc cuch oo loon ond
overdroft. It ic oimply the process whereby finonciol
intermedioriec toke in money from depoaitorc ond lend
cume out to borrowers for inveatment and other economic
development purpoces(Andrew &Oauji, 2013).Onwe ond
Adeleye (2018) cee it oo o procecs whereby a financiol
intermediory ouch ac bonk mobilizes bonk depoaitc ond
tronoformo depoait money into bank creditg, ucually loonc
ond overdraft. It iocaimply the proceas of toking in money
from depoaitorcond then lending come out to borrowercfor
inveatment ond other economic development purpocec.
The procecs allows finonciol indtitutions acting oo
intermedioriec channel fundofrom curpluceconomic unitc
(individuole ond firmeo having curpluc cuvingo) to deficit
economic unito (firmo ond bucinecses in need of fundsto
carry out decired bucinecs octivities). Relatively, it
involvecthe converoion of bank largect liobilities (depoait
liobilitieo) to bank largect interect earning acceto (bonk
creditowhich include mojorly loonsond overdrofto). Thug,
the efficiency of the finoncial oyctem of every nation could
be cvid to hinge largely on finoncial intermediation procecos
becauce it playc very vitol ond prooctive rolesin encuring
capitol accumulation nececoory for productive invectmento
ond development. Ac amatter of fact, the global finonciol
oyotem ond the bucineasof bonking in porticulor flouriches
on finoncial intermedioriec obilitiec to receive depoait ot
low interect rate ond lend them at o pretty higher rate of
interect to businecses(Ekong&Okon, 2016).

Financiol intermediorieccon be cloooified into inctitutionol
inveotorg, pure intermediariec like inveotment bonko ond
depoocit money banks. Among oall the financial
intermediaries, bonkc are the mojor finoncial
intermedioriecthat accept depoaitcond moke loonodirectly
to the borrowerc (Quilym, 2012). The Nigerion finonciol
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oyotem compricec of voriouc indtitutiong, morkets ond
operationc that are in the buciness of providing finonciol
cerviceo. Thece inctitutionscon be broadly categorized into
money ond copital morketoc while money market ic a
morket in which chort term finoncial inctrumentc ore
traded, the copital morket on the other hond deolowith long
term troncoctiono. The mojor playercin the money morket
are the bonkoond diccount houses: The intermediation role
of bonko encurec the mobilization of idle fundoc from the
ourpluc unitc to the deficit cector. Juct like the money
morket, the copital morket ic o mojor chonnel for
mobilizing long-term fundc. The main inctitutionc are the
Securitiec and Exchange Commicoion (SEC) which icthe
opex regulotory body, the Nigerion Stock Exchonge
(NSE), the icouing houceg, atock brokeroge firmo and the
regiotrarc(Olofin&Udomao, 2008).

Manufacturing Sector Qutput

Monufocturing cector refers to thocse inductries ond
octivities which are involved in the monufocturing ond
procecoing of itemo and indulge in either the creotion of
new commoditiec or in value addition (Adebayo, 2010).
Indeed, Mbelede (2012) opined that monufocturing cector
iocinvolved in the procecoof adding value to raw materiolc
by turning them into productc. The final productc con
either cerve oo finiched goodo for cole to concumerc for
finol uce or oo intermediate goodouced in the production
proceco. Activities in the monufocturing cector cover o
broad opectrum which includes;, ogro procecoing,
metol/ploctic, ICT/electrical, textile, clothing, footwear,
cement ond building. Thece activities contribute to the
economy oo o whole in termo of output of goodo ond
ervicea, provide o meonc of reducing income dioporitiec;
develop a pool of dkilled ond cemi-ckilled labour for the
future inductrial growth; improve forword ond boackword
linkageo within the value chain ond between cocially ond
geogrophically diverce cectorc of the country; offer on
excellent breeding ground for entreprencuriol ond
monogeriol tolent ond cerve oo o cource of foreign
exchonge for the economy (Imoughele & Iomaila, 2014).
Apart from laying colid foundation for the economy, it alco
cerveo oo the import cubctituting inductry, provideo reody
morket for intermediate goodo and contributec
aignificontly to government revenue generation through
tox (Aderibigbe, 2004).

The monufocturing cector of cuccecoful economies ic
perceived ac a critical cector in termo of chare of totol
output ond employment. Special interect in monufoacturing
otemofrom the belief that the cector ica potential engine of
modernization, o creator of okilled jobg, ond a generator of
poaitive opill-over effectc. The growth in monufocturing
output haco been o key element in the oucceooful
tronoformation of moat economies, moctly the developed

ond emerging economiecthat have ceen cuctoined ricesin
their per copital incomes (Tybout, 2000).Delbridge ond
Lowe (1998) identify the main contributionc of the cector
to economic growth ond development oo increoacing the
productivity rote in the production of goodc ond cervicec;
generating employment ond okillg;, generating of wealth;
didtributing wealth; being o cource of innovation ond
development of technological copacities;, generoting
foreign exchange ond trade cervices; ond being an agent of
cultural chonge ond the impoct on urbon- rurol
tromoformation.

Theoretical Framework

Thicctudy wacanchored on cupply leading theory. Supply
leading theory waopoctulated by Schumpeter (1911). The
oupply leading theory poctulotec thot the exictence of
finoncial inctitutiono like the Nigerion depocit money
bonke ond the cupply of their finoncial aooets, liobilities
ond related finoncial cervices in advonce of demond for
them would provide efficient allocation of recourcec from
ourpluc unite to deficit unitg, thereby leading to other
economic cectorc in their growth procecs. The centrol
orgument underlying oupply leading theory ic thot
financial deepening ic o determining couce of economic
growth. It poaditothat optimal allocation of recourcecic on
outcome of finonciol cector development. The oupply-
leading hypothecic cuggedts thot coucolity flows from
finonce to economic growth with no feedback recponce
from economic growth. A well-developed finoncial cector
ica pre-condition for economic growth. Mckinnon (1973)
ond Shaw (1973) argue that o well-developed financiol
cector minimices troncuction ond monitoring cooto ond
aoymmetric information; thuc there ic improvement in
finoncial intermediation. The exictence of well-developed
finoncial cector enhoncecthe creation of finonciol cerviceo
ac well oo acceaaibility to them in onticipation to their
demond by participontcin the real cector of the economy.
The oupply-leading hypothecicprecumeocthat the economy
reopondcto growth in the real cector focilitoted by financiol
development.

The oupply leading theory precentc on opportunity to
induce real growth by financiol meonc. Ite uce, analycto
believe ic more recult oriented ot the eorly level of a
country'c development thon later. According to
Gerachenkron cited in Adewole, Nwonkwo, Ogbadu,
Olukotun ond Soamuel (2018) 'the more bockword the
economy relative to otherc in the cume time period, the
greoter the emphocic on oupply leoding finonce'.
According to Keyneg, on increace in inveotment recultcin
on increace in income, while people's propenaity to
conoume will leod to lock of cuvingo, nevertheleas in the
economic market when o function of the individuolc ic
opending, they put back port of the income into the
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economy. Beaideg, thic theory mokeo it clear thot higher
interect rate mokecit more expenaive for SMEcto borrow
money, which meoncthat enterpricesinvect lecoond when
they do that, income icreduced ouch thot the omount left
over for covingoequalothe lecoer aomount now inveated. In
the theory oloo, investment ond ocuvingo have been
conoidered two critical macroeconomicc varicbles with
microeconomic foundation for achieving price otobility
ond promotion of employment opportunities, which
contribute to the ouctoinoble economic growth. The
conventional perception through which invectment,
oovingo ond economic growth are reloted ic thot cuvingo
contribute to higher inveatments, hence higher GDP
growth in the chort run.

Thictheory icrelevont to the otudy in that it poctulotecthot
awell functioning financiol cector ionececoury to facilitote
growth in the real cector. In other wordg, the development
of the monufocturing cector ic reliont on how well the
financial cector icdeepened or developed. Acthe finoncial
aector deepeng, there icincreace in the cupply of financiol
crviceo. The finoncial inctitutioncegpecially bankchelp in
the reduction of rick foced by firm ond bucinea®esin their
procecs, improve the portfolio of diveraification ond
ioolation of the economy from the chonge of internotionol
economic chonges. It aloo providec linkogeo for the
different cectorc of the economy ond encouroges o high
level of opecialized expertice ond economiec of ccale that
con help to improve monufocturing output.

Empirical Literature

Meoogon, Olunkwa ond Yuouf (2018) invectigated
finoncial development ond monufocturing performonce in
Nigeria from 1981 to 2015. Three indicatorc of
monufocturing performonce ocuch ac monufocturing
copacity utilization, monufacturing output ond
monufocturing volue odded were employed oo the
dependent variablec while money cupply ac o percentoge
of GDP, domectic credit to the privote cector ond liquidity
ratio were employed to proxy finonciol development.
Three models were formulated for the otudy. Unit root,
Johancen cointegration teat ond error correction model woo
employed in onolyzing the daota. The recult indicatec thot
money oupply ond credit to the private cector poaitively
but incignificontly enhonced copocity utilization ond
output, but negatively impocted volue oadded of the
monufocturing cector in the chort run. There ic dight
improvement in the long run where both money cupply ond
credit to privote cector exert poaitive impoct monufoctured
output.

Oleka ond Maduagwu (2015) carried out on empiricol
onolyoic of the impact of intermediotion rolec of bonkcon

the performonce of the Nigerion economy from 2003 to
2013. The otudy cought to find out if the bonking inductry
loonc and advoncechave ony cignificont effect on the reol
aector GDP growth rote, using monufocturing component
of GDP acthe reprecentotive of the real cector. The ctudy
odopted ex-poat facto recearch decign. Andalycic of
varionce-ANOVA, meon, otondord deviation, t-tect, co-
efficient of correlation ond cimple linear regrecoion were
employed in analyzing the doto. The recult indicotec thot
the volume of bonk creditocond advoncesto the real cector
of'the economy icpoaitively reloted to the GDP growth rate
of the economy. The ctudy oloo found thot bonko credito
ond advonceo to the manufoacturing cector have poaitive
aignificont effect on the monufocturing component GDP of
the cector. The otudy concludec thot bonking cector ic
becoming more competitive in their intermediotion rolec
oo conoolidation reform hoo created an otmoophere where
mony bonko aimply connot offord to have weok bolonce
cheetoond inadequate corporate governonce.

Ogunookin (2014) conducted on empirical invectigation of
the impact of finoncial cector reformoon the performonce
of monufocturing cector in Nigeria from 1980 to 2009. In
thic otudy, monufocturing production growth rate woo
employed ac the dependent varioble while ratio of broad
money to GDP, real interect rate, inveatment, foreign direct
invectment, total domectic credit ond inflation rate were
employed oo the independent variobles. Unit root,
cointegration ond error correction mechoniom were
employed in analyzing the doto. Total domectic credit ond
the ratio of broad money to GDP were found to have
oignificont impoct on the performonce of the
monufocturing cector. While real interect rote, investment,
foreign direct inveotment ond inflation rote have no
oignificont impact on the performance of the
monufocturing cector in Nigerio. Findingo from the otudy
chowed that finoncial cector reformo in Nigeria did not
have oignificont impoct on the growth of manufacturing
out-put in Nigeria during ctudy period.

Onwuteoko, Molokwu ond Aju (2019) invectigated the
impact of commercial banking on Nigerioinductriol cector
from 1980 to 2018. Commercial bank credit to inductriol
cector, inflation, infractructure, exchonge rote, interect
rate, lobour force and bank copitol were employed ac the
independent variobleo while inductrial cector proxied by
inductrial output wasemployed acthe dependent voriable.
Ordinary leact aquare wacemployed in onalyzing the doto.
The recultochow that commercial bonk creditoto inductriol
cector, infractructure, inflotion, lobour ond bonk copitol
have a poaitive impact on inductrial cector while exchange
rate hao a negative impact on inductrial cector. The otudy
oloo found out that only commerciol bonk creditc to
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inductrial cector ond infractructure were cignificont in
explaining inductriol cector growth.

Adeyefo ond Obamuyi (2018) invectigated the effect of
finoncial deepening on the performonce of monufocturing
firmo in Nigeria from 1970 to 2016 ucing doto courced
from the Centrol Bonk of Nigeria Stotictical Bulletin ond
the Nationol Bureou of Statictico. The model wooaopecified,
ond the hypotheces were tected with the Autoregrecoive
Dictributed Log model ond Monn-Whitney U Tect tect. The
Augmented Dickey-Fuller, Phillipe-Perron ond Breuach-
Pogon-Godfrey teotc were corried out to enoure robuct
regrecoion recultc. Reoultc obtained from the otudy
revealed thot brood money oupply hoo direct ond
aignificont impact on index of monufocturing production
in Nigerio, credit to private cector hoo indirect ond
inoignificont impoct on index of monufocturing production
in Nigeria ond morket copitalization hoo on indirect ond
aignificont impact on index of monufocturing production
in the long-run ond a direct and incignificoant impact in the
chort-run. The otudy aloo diccovered that financiol
deepening impocted more on the monufocturing cector
performance in the poct financiol reformoperiod.

Ebi ond Emmonuel (2014) invectigated the impoctc of
commerciol bonk credit on Nigeria inductrial cubcectorc
between 1972 ond 2012. Econometric Error Correction
Model (ECM) wao employed to ectimote the output
reoponoe of the three ouboectorc nomely: the
monufocturing; mining ond quorry; ond reol ectate ond
conatruction cubcectorc to commercial bonk credito, oo
well oo the responce of oggregate output of the entire
inductrial cector to cubcector'coutput ond their commerciol
bonk creditc. The reoultc of ectimotion indicote the
following: commercial bonk creditc impocted poaitively
ond oignificontly on the monufocturing cub-cector in
Nigeria, commerciol bonk creditoto mining ond quorry ico,
poaitive ond cignificont determinont of the current yeor
Mining and Quorry output in Nigerio, previous yeor bonk
creditc to reol ectote ond conctruction ic o poaitive
determinont of the current yeor real ectote ond conctruction
output, bonk credito to monufocturing, mining ond quorry
oo well ao bonk creditc to reol ectote ond conctruction
correloted poaitively with aggregate inductrial output with
bank creditoto real ectate ond conatruction having greoter
ond a cignificont impact on inductrial output. Interect rote
woo not on importont determinont of inductriol cector ond
inductriol cub-cectorc outputs, exchonge rote ic o negotive
ond oignificont determinont of inductrial cector'coutputcin
Nigerio.

Doumbe ond Zhao (2017) exomined finoncial cector
development ond Indudtrializotion in Comeroon (1970-

2014) uocing oggregate production fromework ond
Autoregreooive Dictributed Log (ARDL) co integrotion
technique for Cameroonion time ceriec data from 1970-
2014, Findingo reveoled thot finonciol development
impocto the invectment, hence the indudtrializotion.
Nominal depoait rote influencecthe inductriolization both
in the chort run ond in the long, while the impact of bonk
depoditoicjuat ceen in the chort run.

Alimi ond Adeoye (2020) carried out an cnalyocic on the
effect of finoncial intermediation octivities on economic
growth in Nigeria ucing time ceries doto from 1983 to
2018. Broad money oupply, aize of credit, credit delivered
to private cector and bonk depoocitc were uced ac the
indepdnent varioblec while real grooo domectic product
woo employed oo the dependent vorioble. Deccriptive
atatictico, Ordinory Leaot Squares (OLS) and Vector error
correction model opprooch were employed oo the
eatimation technique. The reaults indicate thot brood
money oupply, aize of credit ond credit delivered to the
private cector have apodaitive effect on economic growth. It
wowo concluded thot finoncial intermediation octivities by
bonko had a otatictically cignificont impoct on the growth
of Nigerio/oceconomy.

Adediran, Ekejiubo, Oluwotoyin ond Adegboye (2017)
carried out o co-integrotion onolycic of finoancial
intermediotion ond economic growth in Nigeriouoing time
ceriecdota from 1980 to 2014. Growth Rate of Real Grooo
Domecdtic Product wacemployed acthe dependent voriable
while roatio of domectic credit to private cector to the
nominol groos domectic product, loan-depoait rotio ond
total lobour force were employed oo the independent
variobles. Augmented Dickey-fuller ond Philip-Perron
teots, Johonoen co-integration tect ond Vector Error
Correction Model were employed in analyzing the doto.
The ctudy ectobliched the fact that loom to depoait ratio ond
credit to privote cector to nominal grooo domedtic product
which are indicatore for finoncial intermediation haoc long
run relationchip with growth rote of real groos domedtic
product. The recult chowed that finoncial intermediation
hoo o long-run relationchip with economic growth in
Nigerio.

Methodology

The otudy odopted ex-poot-focto receorch decign. The
otudy mode uce of time ceriec dota covering the period
from 1985 to 2019. The dota uced were courced from
Central Bonk of Nigeria Statictical Bulletin, 2019. Dota
were courced on monufocturing cector output (which cerve
oothe dependent varioble), credit to Private Sector, money
oupply (M2), credit to monufocturing cector ond interect
rate. Deccriptive atatictico was employed to meacure the

JANUARY - MARCH, 2021

[ 53 N




CNAJ VOLUME 29 NUMBER 1

individual charocterictico of the variobles uced in the
onalyoic. Augmented Dickey-Fuller (ADF) wosemployed
for unit root tect while Johanoen cointegrotion tect woo
employed to determine the exictence or otherwice of long
term relationchip between the varioblecuced in the otudy.
ECM wosemployed acthe ectimotion technique.

The otudy adopted ond modified the model of Alimi ond
Adeoye (2020). The functionol form of the model uced in
thicotudy icopecified acfollowo:
MSOT = f(CPS,M2,CMS, INT)

Where

MSOT = Monufacturing Sector Output

CPS = Credit to Private Sector

M, = Money Supply

CMS = Credit to the Monufacturing Sector
INT = Interect Rate

From functional form, the econometric form icctated thuc:
MSOT =Bo + B1CPS+ B2M2 + B3CMS + B4INT + p (1)
Where

Bo = Autonomouo or intercept

B1 = Coefficient of Parameter of Credit to Private Sector
B2 = Coefficient of Parameter of Money Supply

B3 = Coefficient of Parameter of Credit to Manufocturing Sector
Bsa = Coefficient of Parometer of Interect Rate

p = Stochaoctic dicturbance or error term

To linearize equation 1, we apply logarithm to
equation which giveo:

LMSOT =Bo + f1LCPS + f2LM2+ B3LCMS + BsLINT+ . (2)

Where

LMSOT= Log of Monufacturing Sector Output
LCPS Log of Credit to Private Sector

LM, = Log of Money Supply

LCMS = Log of Credit to Monufocturing Sector
LINT = Log of Interect Rate

Data Presentation and Analysis

In thiceection, data.are onalyzed ond recultoprecented. The
modelo cubjected to otatictical ond econometric
ectimation. The ectimotion woo corried out ucing the E-
viewoooftware vercion 9.0.

Descriptive Statistics

Deocriptive otaticticc meaocure the individual
charactericticoof the varioblecuced in thicotudy. It chowo
the meon, medion, ctondard deviation, Jarque-Bera ond itc
probability value (Uced to meacuresnormality of the dotor).
The reoult of the deccriptive otatictico ic precented in the
toble below.

Table1 Descriptive Statis tics

MSOT CPS M2 CMS INT
Meon 2970.220 5949.647 7335.784 609.3552 18.35519
Medion 1829.340 930.4939 1505.960 233.4747 17.58562
Moximum  6684.220 2492294 3425170 2231.320 29.80000
Minimum  1373.660 13.07034 22.29924 3.232200 9.250000
Std. Dev. 1894.383 8228.538 1020476 748.0376 3.999320
Jorque-Bera 6.549652 7.267996 9.741245 6.974053 5.736660
Probobility 0.337823 0126410 0207669 0.230592 0.156794

Oboervotiono 35 35 35 35 35
Source: E-view 9.

Table 1 obove revealothe individual charocterictico of the
variobles uced in thic ctudy highlighting their medion,
meon, moximum ond minimum volueo, ctondord deviotion
ond Joarque-Beractatictico(normality Teot). Monufocturing
aector output (MSOT) hoad oo meon value 0of 2970.220 with
minimum volue of 1373.660 ond moximum volue of
6684.220. Monufocturing output recorded o otondord
deviation of 1894.383 which iclower thon ito meon. Thic
chowo that monufocturing output recorded olow growth
within the period under review. Credit to privote cector
(CPS) hoo a meon volue of 5949.647 with a otondord
deviation of 8228.538 which icgreater thon itomeon. Thic
indicatecthat there icon increoce in credit to private cector
within the reviewed period.

Money oupply (M,) had o meon value of 7335.784 with a
otondord deviation of 10204.76 which ic greater thon ito
meon. Thic indicotec that there ic on increace in money
oupply within the reviewed period. Similarly, credit to
monufacturing cector recorded oo meon volue of 609.3552
with o otondord deviation volue of 748.0376 which ic
greoter thon itomeon. Thicimplieothat there icon increoce
in credit to monufocturing cector within the reviewed
period. Monufocturing cector output, credit to private
cector, money oupply, credit to monufocturing cector ond
intereat recorded Jorque-Beroond itc probobility value
which ic within the acceptoble threchold indicoting thot
real grocodomectic product icnormolly dictributed.

Unit Root Test

Augmented Dickey-Fuller (ADF) wac employed to
determine the ctationarity or otherwice of the variobleo
uced in the atudy. The recult icprecented on poge 55.
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Table 2: Summary of Unit Root Tes t for Stationarity

Toble 3 indicateo thot trace hove

At First

Variobleo At \ At Second only 1 cointegroting varioblec in

Lf(ﬁ)e' D“%‘”‘“’ D“’f‘(’i‘}‘“ In?g;‘;'?gn é’!ﬂi they model gwhileg Moximum
Manufacturing Sector Output -5.308523 1(1) __[0.0001 | Eigenvalue indicated
Credit to Private Sector -7.411817 1(1) _ [0.0000 | lcointegroting equotion. Hence,
Money Supply (M2) -7.952349 1(1)___[0.0000 | the troce dtoticticoond Eigenvolue
Credit to Monufocturing Sector ~6.497955 I(1) _|0.0000 | ototicticoreveol that there icalong
Intereot Rote ~7351225 I(1) __]0.0000 | run relationchip between the

Source: E-view 9.

Evidence from unit root toble obove chowo that
monufocturing cector output, credit to private cector,
money aupply, credit to monufacturing cector ond interect
rate were ctotionary ot firot difference. Since the decicion
rule icto reject ctationarity if ADF ctoticticoicleasthon 5%
criticol value, ond occept ctationority when ADF ctotictico
iogreater thon 5% criteria value, the ADF oboolute volue of
each of thece varioblecicgreater thon the 5% critical value
ot their firat difference ond cecond difference but lecothon
5% criticol value in their level form. Therefore, all the
varioblecare all otationary.

Cointegration Test

Since the unit root tect chowo that oll the varioblec ore
ctationary, we go further to corry out the cointegrotion tect.
The ecence ioto chow whether the variobles have o long
term relotionchip or equilibrium omong them. The recultc
were precented below.

Table 3: Johoncen Multivariote Cointegration Teot for
Finoncial Intermediotion ond Monufacturing Sector
Output

**MacKinnin-Haug-Michelis (1999) p-values
Source: E-view 9.

varioblecuced in the atudy. Hence,
the implication of thic reault ic a
long run relationchip between
dependent ond the explonatory variobles uced in the
modeloc.

Estimation Results
Error Correction Model (ECM) woao employed oo the
ectimotion technique ond the recult icprecented below.

Uaing the ectimated reoult of the fitted regrecoion line in
toble 3, the onalyceowere done baced on the coefficient of
the independent voriableg, the ctotictical cignificonce of the
individual variablec (t-otatictico), coefficient of
determination (R’)/Adjucted R’, F-ctatictics, Durbin-
Watoon (DW) ataticticoond error correction mechoniom.
Credit to Private Sector (CPS):The recult chowed thot
the coefficient of credit to private cector i60.353604 with o
t-atatictico volue of 1.592544 ond o probobility value of
0.1217 which ic highly incignificont. Thic impliec thot
credit to privote cector had incignificont poaitive effect on
Nigerion monufocturing cector output.

Money Supply (M,):The reocult chowed thot the
coefficient of money ocupply i60.685652 with o t-ctatictico
volue 0f2.457261 and o probability value of 0.0200 which
iootatictically aignificont. Thicimplieothat money cupply
had o cignificont poaitive effect on monufocturing cector
outputin Nigeriawithin the period under review.
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Credit to Manufacturing Sector (CMS): Table 3 chowed
that the regreooion coefficient of credit to monufocturing
aector i60.965899 with at-ctaticticovalue of 7.465252 ond
o probobility volue of 0.0000 which ic ctatictically
oignificont. Thic impliec that credit to monufocturing
aector hoo o cignificont poaitive effect on monufocturing
aector output within the period under review.

Interest Rate (INT): The recult aloo chowed thot the
regrecoion coefficient for interedt rate i5-0.013690 with at-
atatictico value of -0.108688 ond a probobility value of
0.9142 which ioc otaticticolly incignificont. Thic impliec
thot interect rote had on in cignificont negative effect on
monufocturing cector output in Nigerio within the period
under review.

Coefficient of Determination (R’)/Adjusted R’: From
toble 3, the coefficient of determinotion (R2) i60.632539
with odjucted R* value of 0.623544, which chowathat the
explonatory power of the variobleo ic high. Thic impliec
that 62.4% of the variationoin monufocturing cector output
in Nigeria ore occounted by the variotionsin the finonciol
intermediotion varioblecuced in thicotudy.

F-statistics: The F-teat wao applied to check the overall
aignificonce of the model. The F-ctatictic icinctrumental in
verifying the overall cignificance of on ectimated model.
Toble 3 chowo f-atatictico volue of 103.6748 which ic
highly cignificant. Thic indicatec thot finoncial
intermediotion varioblecuced in thicotudy have cignificont
effect on monufocturing cector output in Nigeria all thing
being equal.

Durbin-Watson (DW) Statistics: From the regrecoion
reoult, the Durbin Watcon D-Stotictic obtoined woo
2.663139. Thiomeonocthot there iono outocorrelation in the
model. Hence, the model con be uced for realictic
forecaotc.

Error Correction Mechanism: From the recult obtained
in toble 3, the coefficient of ECM ic negative which ic
theory conaictent. The ECM icaignificont with the opeed of
convergence to equilibrium ot 42.2% of the poct yeorc
deviation from equilibrium. The adjuctment icecoential for
mointaining o long-run equilibrium to reduce
dicequilibrium overtime.

Conclusion

The otudy invectigated the effect of financial
intermediotion on the Nigerion monufocturing cector from
1985 to 2019. Data courced from the CBN otaticticol
bulletin were ocubjected to empirical onolycic ond the
following were diccovered. The recult indicotec thot
money oupply ond credit to monufocturing cector hod
aignificont poaitive effect on monufocturing cector output
in Nigerio. The otudy alco found thot credit to private cector
ond interect rote hod incignificont effect on Nigerion
monufocturing cector output. Baced on the cignificont f-

atatictico volue, the otudy concludec thot financiol
intermediation hoo oignificant pooitive effect on
monufocturing cector output in Nigerio.

Deapite the aignificont effect of credit to manufocturing
ond money ocupply on the monufacturing cector output, the
cector ic otill foced with ceveral chollengea However,
appropriote policiec that will increace credit to the
monufacturing cector ond encure efficient ollocotion of
credit are required. Thicicin addition of evolving policiec
to poaitively chonge bonko lending behavior ond
preferencecacwell accurtailing government interferencec
in the cector through crowding out effecto. Aloo, there
chould be collaboration between the central bonk ond the
key playerc in the finoncial intermediotion proceco to
enoure thot loon ond advoncecare given to the real cector of
the economy porticularly the monufocturing cector.
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Firm-Specific Characteristics and Market Risk
Disclosures of Banks In Nigeria

Douye Okoba, rFcn4, Fert, Gospel J. Chukwu*

Abstract

The study investigated the effect of firm-specific attributes on market risk disclosures by banks in Nigeria. It
adopted a correlational design and obtained data from annual reports of a sample of eleven deposit money
banks listed on the Nigerian Stock Exchange for the period 2018 to 2020. Relying on Agency Theory and
Signaling Theory it formulated four null hypotheses and tested them using ordinary least square multiple
regressions. Based on multivariate analysis, the study revealed that growth opportunity and bank size have a
significant and positive relationship with the volume of market risk disclosures respectively. It also showed that
capital adequacy has a negative relationship with the volume of market risk disclosures and this is statistically
significant. Profitability exhibited a positive but insignificant relationship with the volume of market risk
disclosures. The study recommends future studies with different proxies for market risk disclosures. Future

studies should also consider a longer study period.

Keywords: Morket rickg, diccloaureg, firm charocterictics, depocit money bonka,

Introduction

Bonkoin Nigeria emerged bigger after the recapitalization
exercice in 2005. The emergence of bigger bonkoexpoced
bonko to the bigger rick ond thic was compounded by the
global finoncial cricio that hit the bonking cector. Indeed,
the Centrol Bonk of Nigerio identified poor rick
monogement ac one of the corporate governonce icouec
plaguing the bonk inductry (Sonuai, 2010) ond demonded
dicclooure of bonkd rick monogement procecesin onnuol
reports(CBN, 2006, 2014). One mojor ond importont rick
confronting the bonking inductry icmorket rick. Thicionot
ourpricing oince bankc are in the bucinecss of mobilizing
funde and chonneling the cume for inveatment to focilitote
economic development. In their finonciol intermediotion,
bonkocreate loon aooetoond hold finoncial inotrumentcond
thece expoce the banko to market ricka. The expoaoure to
market rick ic oggravated by otiff competition in the
inductry which mokeo bonko adopt lox rick monogement
proceaxc. The purpoce of thic work ic to exomine firm-
opecific chorocterictico that influence maorket rick
diccloourec of bonko in Nigerio. Studying how firm-
opecific ottributec influence o bonk'c decicion over the
extent to provide morket rick informotion ic importont
aince riok dicclooure affectothe way invectoroperceive riok
(Kravet & Mudlu, 2013) ond influencecdecicionson ctock
pricec(Miihkinen, 2013; Compbell et al., 2014).

Statement to the Problem

Empirical otudiec that exomine the influence of firm-
opecific ottributec on morket rick dicclooure of bonke in
Nigeriaore ccorce in Nigerio.Prior literoture that employed

data from Europe, the US ond Acio, ond come Africon
countriec focuc on inveatigating the impoct of either firm
charocterictico (e.g., Linodley & Shriveg, 2006) or
ownerchip ond boord charocterictics (e.g., Abroham &
Cox, 2007) on aggregated rick dicclooure. Thic otudy,
therefore, cerveoto fill thicimportont gop in the literature
by otudying whether, ond if oo how, firm-opecific
charocteriatico, including firm cize, growth opportunity,
profitobility, ond capitol adequocy, influence morket rick
dicclooure omongot Nigerion bonka.

Thic otudy will be of importonce to regulotorc oo it will
inform their regulatory octioncto enoure o cound ond cufe
bonking inductry. It will help bonko to reviait their rick
monogement dicclooureo. It will provide a platform for
other recearchercto build on.

Objectives of the study

1. To exomine the relotionchip between the volume
of maorket-rick information dioclooure oand
growth opportunity of depocit money bonkc in
Nigeria

2. To examine the relationchip between the volume
of morket-rick information dicclooure ond bonk
aize of the depoait money bonkecin Nigeria

* Douye Okoba, is a lecturer in the Department of Accounting,
Ignatius Ajuru University of Education, Rumuolumeni, Port
Harcourt, Nigeria and Gospel J. Chukwu is a lecturer in the
Department of Accountancy, Ken Saro Wiwa Polytechnic,
Bori, Rivers State, Nigeria.
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3. To examine the relationchip between the volume
of maoarket-rick information dicclooure ond
profitability of the depocit money bankc in
Nigeria

4. To exomine the relotionchip between the volume
of morket-rick informotion dicclooure ond the
copital adequacy of depocit money bankc in
Nigeria

Hypotheses:

Hypothesis 1: There ic no ocignificont ond poaitive
relationchip between the volume of morket rick
informoation diccloced in the emnual report ond the growth
opportunity of the depoait money bonkcin Nigerio.

Hypothesis 2: There ic no ocignificont ond poaitive
relationchip between the volume of morket rick
information diccloced in the annual report ond bank cize of
the depoait money bonkoin Nigerio.

Hypothesis 3: There ic no ocignificont ond poaitive
relationchip between the volume of morket rick
information diccloced in the onnual report ond the
profitability of the depocit money bonkcin Nigerio.

Hypothesis 4: There ic no odignificont ond poaitive
relationchip between the volume of moarket rick
information diccloced in the onnual report and the capitol
odequocy of the depoait money bonkoin Nigeria.

Literature review

Conceptual review

IFRS 7 defineomarket rick acthe rick thot the fluctuation in
the market will affect the foir value or future cach flowoof
finoncial inctrumento. It icthe rick of achonge in the actuol
or effective market volue or eoarnings of o portfolio of
finoncial inctrumentc conced by volatilities in the market
variobles. Morket rick conaidto of currency riok, interect
rate riok, ond equity or other (e.g., commodity) price riok.
Adverce movemento in foreign exchonge ratec, interect
ratec, equity, bond, ond commodity pricec ucuolly affect
earningoond firm value.

Currency riok refercto the riok thot the foir volue or future
cach flowoof a finoncial inatrument will fluctuote becouce
of chonges in foreign exchonge ratec. Bonko hold
portfolioc in foreign currenciec ond are expooed to rickc
aricing from the movement in the rote of foreign currency
(or foreign exchonge rick). Interect rote rick icthe riok thot
the fair value or future coch flowoof a finonciol inotrument
will fluctuate becouce of chonges in morket interect rotec.
Bonkc hold intereot-bearing finoncial inctruments ond
thece give rice to interect rate rick. Other price rickg, the

riok thot the fair volue or future cach flowo of a financial
inctrument will fluctuate becomce of changeos in market
pricec (other thon thoce aricing from interect rote rick or
currency riock), Bonko hold equity in other entities, ond
pricecof equitiecore cubject to market forceswhich could
reault in adverce finoncial loco. Bankoaloo are involved in
forwarding contracto and options. Chongeo in the morket
price of the underlying equity inctruments to which
forward contacto ond optionc are indexed affect the foir
valuecof'the finonciol inctrumentc.

The other key concept in thicotudy icfirm charocterictico.
Firm characterictico are the feoturec or qualitiec
ottributable to a firm. They uoually include cize, liquidity,
profitobility, total aocets, leveroge, culec growth, and even
capital adequocy. Prior Nigerion ctudiec exomined the
relationchip between firm ottributec ond other varioblec
conaidered oize, leveroge, profitobility ond liquidity
(Chukwu, Domiebi & Okoye, 2019; Egbunike &
Okerekeoti, 2018).

Theoretical framework

Agency Theory ond Signalling Theory form the theoretical
framework of thicatudy. Agency Theory atatecthe agency
icbaced on ogency relationchipa According to Jencen ond
Meckling (1976, p. 308), on agency relationchip ic "o
controct under which one or (principolo) engoge onother
percon (the agent) to perform come cervice on their behalf
which involvec delegating come decicion-moking
outhority to the agent". Inherent in the agency relationchip
ic a potential conflict of interect whereby the monogerc
(agento) take advontoge of information between him ond
the chareholder to oct opportunictically. Rick dicclocure ic
nececoury to reduce informotion aoymmetry between the
firm ond ito otokeholders (Healy & Papleu, 2001),
demonctrate accountobility, ond improve firm volue
(Moumenetal. 2015).

Signaling theory poaitc that firmo market dicclooures in
onnuol reportc addreco the problem of informotion
aoymmetry.  The theory holdo that dicclooed rick
informotion providec a cignal the morket icnot awore of.
For inctonce, booed on the Signolling Theory, a firm
diccloces rick informoation to demonctrate that the
monogersore competent in rick monogement.

Empirical Review

Empirical otudiec of the determinontc of morket rick are
acorce. Thio otudy drowo from general ond opecific rick
diccloaure literoture. Gloum ond Street (2003) invectigated
diccloourecin the financiol ctatementcof o comple of 2000
Germon firmo in the yeor 2000 ond found growth hoo no
aignificont impoct on the compaonied dicclooure proctices.
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Prencipe (2004) employed Italion dota to invectigote the
proprietory cootc ond determinonts of voluntory cegment
dicclooure. The otudy provided evidence of
corregpondence between the cegmentcond the growth rote
of'the firmao.

Iotridic (2008) exomined the finoncial ottributec of UK
firmo thot diccloced key occounting icoues cuch oo rick
expoaure, chonges in occounting policies in the financiol
otatements. The reault revealed that firmo that provided
informoative occounting dicclooures exhibited higher aize,
growth, profitability, ond leverage meoourea.

Conoictent with Signolling Theory, profitoble componiec
or better-performing firmo hove good newaoto diccloce to
their otokeholderc, and therefore chould have on incentive
to diccloee more thon would o looomoking or leco
profiteble firmo. Profitoble firmo con diccloce more
informotion to the market, ond ottroct cheoper capitol
(Mallin, 2002), widen their cuctomer baces, ond enhonce
their reputationo (Lincley & Shrives, 2006). Chon ond
Gray (2002) found o poaitive relationchip between
dicclooure ond performonce for a cumple of Hong Kong
ond Singoporeon componies, aimilor findings have been
documented by Owuou-Ancoh (1998) ond Wallace et al.
(1994).

Following the recopitalization exercice, Nigerion licted
depocit money bonkc emerged bigger. Thic provided
incentivec for depocit money bonkc to undertoke bigger
activities reoulting in increaced morket rick expocure.
Konichi ond Yocuda (2004) ond (Stiroh, 2006) found thot
lorge bonko tended to be more internally divercified thon
omall banka Acareoult of intence ccrutiny, lorge bonkcore
likely to provide more market rick diccloouresthon omaller
bonke. Thicouggeatothat bonk cize may have on impact on
bonk rick and rick dicclooure. Miihkinen (2012) chowed
that firm charoctericticoouch acfirm cize, profitobility, ond
foreign licting otatuc offect rick dicclooure. In hic ctudy of
non-financial firmo, Adelopo (2010) found o cignificont
poaitive relotionchip between voluntory diccloocure ond
firm cize. Alooeed (2006), Collett and Hracky (2005), ond
Owuau-Ancoh (1998) aloo found o poaitive relotionchip
between dicclooure ond firm cize.

Regulatorc are concerned with the coundness of banko to
enoure the cofety of cuctomer's funda. Accordingly, they
have preccribed minimum copitol depocit money bonkc
muct hold. . Kwon ond Eicenbeic (1997) find thot
interectrote rick ic poaitively ond cignificontly related to
bonk copital. Bonk copital cerves oo a buffer to oboorb
looec that arice from their loon portfolio ond market rick
omong otherc. Prior ctudiec provide evidence cuggeating
that regulotion ond profesoional normooloo influence rick

dicclooureaAbrohom & Shriveg, 2014; Chalmerc &
Godfrey, 2004; Miihkinen, 2012).

Methodology

The otudy adopted a.correlational recearch decign cince the
otudy cought to tect the relationchip between varioblec. The
otudy hacitopopulation of oll the 13 depoait money bonko
licted on the firot-tier market of the Nigerion Stock
Exchonge ac of 31t December 2020. Thece are Acceco
Bank Plc, Firat Bank Holding Plc, Fidelity Bank Plc, Firct
City Monument Bonk Plc, Guoronty Truct Bonk Plc,
Stonbic-IBTC Bonk Plc, Union Bonk Plc, United Bonk
Plc, Unity Bonk Plc, Wema Bank Plc, and Zenith Bonk Plc.
The otudy uced acencucopprooch to determine the comple
aize. For ony depoait money bank to be included in the
comple, it muot have the onnual report for the period
covered by the otudy which i62018-2020. Secondly, the
reporting currency muct be Nairo. Ac o recult of the filter,
two depoait money bonkg, Ecobonk Group ond Unity Bonk
Plc were excluded from the cumple, reculting in o comple
of eleven depoacit money bonkc ond thirty-three firm-year
obcervationa.

The otudy uced cecondary doto extracted from onnuol
reportoof the compled depoait money bonks. Bonk cnnuol
reportc are relioble becouce they are ototutory documento
containing oudited finonciol ctoatemento.

The empirical model of thic ctudy ctotec that the level of
moarket rick dicclooure ic o function of bonk ottributec
nomely growth, bonk oize, profitobility, ond capitol
odequacy. The model ic rectated in econometric form oo
followo:

MRDISCiy = Bot BiIGROWTH;+ BFSZEi; + PsROA;; + B4CAR;; +€iy

Where for firmi ot yeor t:

The dependent varioble iomarket rick dicclooure level
meaoured in line with prior literature (Abrohom &
Cox, 2007; Lindey & Shriveg, 2006; Woalloce &
Nogcer, 1995). The independent varioblec ore growth
opportunity, bank cize, profitobility proxied by return
on oocets, ond copitol adequocy ratio. Thece firm
charoctericticoc were celected from rick dicclooure
literature (Abrohom & Cox, 2007; Linodley & Shriveg,
2006; Walloce & Nacer, 1995).
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The otudy employed the Ordinory Leoct Square
Multiple regrecoion method ac the tool for doto
onolyoic. STATA 12 focilitated the onalyoio.

Analysis of Results

Toble 1 precentoc the deccriptive onolyoic of the
varioblec uced in the otudy. Toble 1 chowo that the
otudy hao 33 firm obcervations. On averoge the
compled depocit money bonkcs uced 12pages to
diccloce morket ricke. With aminimum of 4 pagecsond
o moximum of 32 pogea, the otondord deviation of 6
pagecsouggectooubotontial variotionsin the volume of
morket rick dicclooures.  The meon growth
opportunity of the bankcic approximately 5% with o
ronge folling between -15% ond 33%. Toble 1 revealo
thot come depoait banks in the comple experienced
negative growth in the region of 15%. In termcof aize,
there wao little variotion. On average the depoait
money bonkc achieved a return on acoeto of 2.16%.
The moximum return on aocoetc wao 5,62% ond o
minimum of 0.60%. There ichigh variobility in return
on aoceto ao evidenced in the otondord deviation of
1.55%. The meon copital adequocy rotio of the comple
depoait money bonkoic 18.99% which exceeded the
minimum copital adequocy ratio of 15% cet by the
Central Bonk of Nigerio. Thic ouggecots the depoait
money bonkoare cound ond heolthy.

Correlation Analysis
Toble 2 precentothe correlation between morket rick
diccloaure level ond the independent varioblea.

Ao chown by the correlation motrix, there ic o poaitive
correlotion between market rick dicclooure level ond
growth ond thic ic cignificont ot the 5% level. Similorly,

Toble 2 indicoteo o poaditive correlation between morket
rick dicclooure level ond bonk cize and the acoociation ic
aignificont ot the 5% level. Return on acsets ond capitol
odequocy ratio exhibit o poaitive correlation with morket
rick dicclooure level but thic ic not cignificont. The
correlotion onalycic giveos o preliminory recult of the
influence of the independent variobles on the dependent
varioble. The mognitude of the correlotion ic obove the
averoge for growth but below averoge for bank cize, return
on aoceto, ond copital adequocy. It chould be noted thot the
correlation coefficient rongesfrom -1 and 1. The generally
low values of the correlation coefficient ocuggect
multicollinearity icnot o ceriouc threat to the recult from
the multivoriote onolycic. Thic ic corroborated by the
varionce inflation foctor (VIF) ond the VIF Toleronce oo
chown in Toble 3. A VIF of below ic conaidered oo the
obcence of aceriousmulticollinearity problem. (Hair et al.,
2010)

Results and discussion
The multiple regredoion recultcare precented in Toble 3.

Table 3 Regression Result

U7665Variable | conf. Robust |t pvalue |VIF 1VIF
Std. Err. | statistics

growth 19.73499 [9.150301 |2.16 0.040 1.01 0.987460

fsze 5.059625 |1.417879 |3.57 0.001 1.27 0.785936

roa 83.72192 |91.42043 |0.92 0.368 2.58 0.387153

car -6054549 |.3410011 |-1.78 0.087 2.96 0.337289

cons -89.11779 {29.1283 |-3.06 0.005

Model summar

No of obs 33

F(4,28) 3.58

Prob>F 0.0176

R’ 0.4417

Source: Author's computation

The recultc chow that the F-rotio ic 3.58 ot a cignificont
level 0.01 cuggedting a good fit. The model R’2 (0.4417)
impliec thot independent varioblec exploin olmoct 44
percent of the voriation in the MRDISC index. The
coefficient ic poaitive ond aignificant (y1 = 19.73499, p-
value = 0.040). Therefore, Hypothesis 1which otatec thot
there ic no cignificont ond poaitive relotionchip between
the volume of market rick information diccloced in the
onnuol report ond growth opportunity of the depoacit money
bonkoin Nigeriaiorejected.

The coefficient on bonk cize icpoaitive ond cignificont (%2
=5.059625, p-value = 0.001). Concequently, Hypothesis
2 which ctoteo thot there ic no cignificont oand poaitive
relationchip between the volume of morket rick
information diccloced in the onnual report ond the growth
opportunity of the depoacit money bankcsin Nigeriaicaize ic
rejected.
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The coefficient on return on occetoc iG poaitive but
inoignificont (33 = 83.72192, p-volue = 0.368). Baced on
thic recult, Hypothesis 3 which ctotec thot there ic no
oignificont ond poaitive relationchip between the volume
of market rick information diccloced in the onnual report
ond profitability of the depocit money bankoin Nigeria in
oize icoupported.

The coefficient on copital adequocy ic negotive ond
aignificont (33 = -0.6054549, p-value = 0.087). Following
thic recult, Hypothesis 4 which ctatec that there ic no
aignificont ond poaitive relationchip between the volume
of market rick information diccloced in the onnuoal report
ond copitol odequocy of the depoocit money bonkc in
Nigeriain cize icconfirmed.

Discussion of Findings

The poaitive coefficient on GROWTH impliec that ac the
growth opportunity increacecby 1%, the volume of morket
rick information diccloced in onnual reportc of depoait
money banke increaces by opproximotely 20 poges. Thic
ouggeoto that growth opportunity ic o critical determinont
of market rick dicclooures. Thicreoult icin agreement with
Richi-Belkaoui (2001). The reault ic conocictent with the
explonation offered by the Signoling Theory. The poaitive
ond cignificont coefficient on bonk cize cuggeats that on
increoce in bonk ocize by one otondord deviation ic
acoociated with 03.975 otondard deviotion in the volume of
moarket rick dicclooures. Thicreault cupportcthe findingcof
Wallace ond Nacer,1995; Riochi-Belkooui, 2001, Lopeo
ond Rordigues(2007). The implication icthat lorge depoait
money bonkc tend to diccloce more market rick
information thon omaller depoait money banka. The recult
io conoictent with the Agency Theory which cubmito thot
due to lower information procesoing coctcacwell achigher
political cooto large firmo tend to that diccloce greater
informotion (Long & Lundholm, 1993). The regrecoion
onolyoic chowo that the volume of market rick dicclooure
increacec with an increace in the profitobility of depoait
money bankc. However, the relationchip ionot cignificont.
Thicimpliecthat profitobility ionot a driver of market rick
dicclooure. Thic reoult doec not agree with prior findingo
(e;g., Singhvi,1968) found o oignificont poacitive
acoociotion between profitobility ond the extent of
dicclooure but alignowith Roffournier (1995).

The coefficient on copital adequacy revealothat oo capitol
odequocy of the compled depocit money bonkc increaces
by 1%, the volume of market rick dicclooure decreacecby 6
pogea. Thiciccontrary to Begley et al. (2017) who chowed
that banko cignificontly under-reported the rick in their
trading book when they have lower equity capitol. The
recult contradicto the explonation from Signalling Theory
that it icin the interect of componiecto provide rick-related

informotion to the market ac a cignal of their complionce
with regulotionc.

Conclusions and Recommendations

The otudy invectigated the effect of firm-gpecific ottributec
on market rick diccloouresby bonksin Nigerio. It obtoined
dota from onnual reportsof depoacit money bonkclicted on
the Nigerion Stock Exchonge for the period 2018 to 2020.
It relied on Agency Theory and Signolling Theory to
explain the influence of growth opportunity, bonk cize,
profitability, ond copitol odequocy on morket rick
dicclooure. Booed on multi variote onolyoic, the ctudy
revealed thot growth opportunity ond bonk cize hove o
aignificont ond poaitive relationchip with the volume of
morket rick dicclooureo reopectively. It aloo chowed thot
capitol odequocy hac o negative relationchip with the
volume of morket rick dicclooures ond thic ic cignificont.
Profitability exhibited o poocitive but incignificont
relationchip with the volume of market rick diccloourea.
The otudy recommendo future otudiec with different
proxiec for market rick dicclooures. Future ctudies chould
oloo conaider alonger ctudy period.
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Accountancy (NCA), Kwall, Near Jos, Plateau State.
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REQUIREMENTS:

(A)  Bachelor of Science (B.Sc) Accounting of any NUC accredited Nigerian University, or any
approved Overseas University;

(B)  Higher National Diploma in Accountancy (HND) from any NBTE accredited Nigerian
Polytechnic.

NOTE:
Any applicant who is a graduate of an Overseas University/Polytechnics is required to provide
Transcript of his/her academic records properly issued and signed by the Registrar of the institution.

Holder of B.Sc/HND in Business Administration, Economics and Banking and Finance, may be
admitted to the CONVERSION PROGRAMME, which after nine months, qualifies a candidate for
admission to the Professional Class.

METHOD OF APPLICATION
Request for Application Form should be made direct to:
Director-General, Nigerian College of Accountancy,

Accountancy Road, Kwall Near Jos, Plateau State.
Candidates should enclose self-addressed envelope (30cm x 22.5cm) with N50 stamp affixed.

Or

National Secretariat Or ‘

Association of National Accountants of Nigeria, Our Linson Office

Plot 559, Mabushi District, 250, Herbert Macaulay Street, Lagos.
Off Ahmadu Bello Way, Abuja, FCT. Or, Online@www.anancollege.org.ng

AN APPLICATION FEE OF N,10,000 IN BANK DRAFT MADE PAYABLE TO THE
NIGERIAN COLLEGE OF ACCOUNTANCY, JOS, should accompany the request for
forms. Personal cheques or Postal Orders WILL NOT BEACCEPTED.

The INFORMATION BOOKLET of the College giving details of existing syllabus and other
requirements, can also be obtained for a token fee of N500.

DIRECTOR-GENERAL,
Nigerian College of Accountancy,
Jos.
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