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ABSTRACT 

The main objective of this study is to investigate the effect of corporate governance on financial reporting 

quality of manufacturing firms in Nigeria. Specifically, the study examined the effect of audit committee 

effectiveness on financial reporting quality of manufacturing firms in Nigeria. Examined the effect of 

board size on financial reporting quality of manufacturing firms in Nigeria and investigates the effect of 

board independence on financial reporting quality of manufacturing firms in Nigeria. The study adopted 

ex-post facto design, with a population of 26 manufacturing firm. Simple random sampling was further 

used to randomly select 10 manufacturing firm from the study sample while secondary data were 

collected from the annual reports and accounts of the listed manufacturing firm. The data collected were 

analyzed using multiple regressions with the aids of E-view statistical software. The result of the study 

revealed that audit committee effectiveness has no statistical effect on financial reporting quality of 

manufacturing firms in Nigeria. Board size has significant effect of on financial reporting quality of 

manufacturing firms and that board independence has significant effect of board independence on 

financial reporting quality of manufacturing firms in Nigeria. The study concluded that corporate 

governance has significant effect on financial reporting quality of manufacturing firms in Nigeria. The 

research suggested that the oversight role of the board members of manufacturing firms should focus on 

enhancing productivity and increasing profit margins. Consequently, the leadership of these 

manufacturing firms must recognize that numerous advantages are inherent in effective corporate 

governance when it is properly integrated into the management of operations. Nigerian Exchange Group 

ought to enhance the corporate governance code by promoting a rise in the count of board members who 

are independent of the organization. Although board size showed a minor positive effect on financial 

outcomes in Nigeria, the research additionally suggests establishing an ideal number of board members.  

Keywords: Corporate Governance, Financial Reporting, Manufacturing Firms, Nigeria 

 

INTRODUCTION  

Companies registered under the Companies and Allied Matters Act (CAMA) (2004 as amended) are 

expected to publish their financial statements which include among others, income statement, statement 

of financial position, statement of cash flow, and five-year financial summary which are duly audited on 

an annual basis. 

Preparation of the financial statement is a management function and when such statements are audited 

and published, they are relied upon by investors and shareholders of the company as well as the general 
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public. It is, therefore, expected that the financial reports should be of good and transparent quality. Peter 

and Eyesan (2015) opine that accounting quality in terms of quality of financial reporting offers guidance 

for all areas of financial reporting, not just the contents of reports. It sheds new light on the importance of 

auditors’ independence. 

Specifically, auditing financial reports add credibility to management’s reports and reduce uncertainty, 

risk and the cost of capital. Quality financial reporting shows managers that they can create value by 

voluntarily increasing auditors’ independence. 

Financial reporting is a means of communicating information on the activities of the company to the users 

of accounting information (Ishaq, 2014). Therefore, the quality of financial reporting depends on the 

quality of accounting standards and enforcement of the standards. Teets (2002) asserts that financial 

reporting quality can be influenced by three decisions namely, standard setters’ decision; accounting 

method used by management; and management judgment and estimates in applying the selected statute. 

Therefore, enforcement is an important mechanism 

of enhancing financial reporting quality whose absence will make the best accounting standards incapable 

of providing credible and reliable accounting information to various users. Biddle, Hilary and Verdi 

(2009) define financial reporting quality as the precision with which financial reporting conveys 

information about the firm’s operations, in particular its expected cash flows that inform equity investors. 

The quality of financial reporting depends on corporate governance structure put in place. Corporate 

governance evolved over the years to help strike a balance between owner’s and the management’s 

interest. Nowadays, investors and the general public have little or no confidence in investing in firms 

because of history of mismanagement and misappropriation of funds by the parties that have control of 

resources of the companies. This is evident from the scandals in some firms like Enron, World-Com, in 

the United States, and Cadbury Nigeria plc. As a result shareholders, in order to get their interest pursued 

and protected, have invested greatly on corporate governance system. 

Corporate governance can be seen as a system by which companies are governed and controlled with a 

view to increasing shareholders’ value and meeting the expectations of all stakeholders. The first attempt 

to provide a code of corporate governance for public companies in Nigeria was in 2003 when the Code of 

corporate governance for Public Companies was issued by Securities and Exchange Commission (SEC) 

to supplement the existing legal framework of corporate governance principles, specifically CAMA, 

Investment and Securities Act (ISA) and other statutory provisions (Garko, 2015). According to Sanusi 

(2002), respectable corporate governance is an imperative phase towards establishing good assurance in 

addition to inspiring steady, long-standing global investment streams into an economy. Managerial 

control is, therefore, intended to shield shareholders from any act of expropriation by the board and 

management team thereby enhancing their confidence in the enterprise which involves creativity and 

innovation (Odoemela, Ironkwe, & Nwaiwu, 2016). 

The main objective of corporate governance as it relates to financial reporting is to ensure that the 

financial reports prepared by the directors and attested to by independent auditors present a true and fair 

view of the state of affairs of the firm (Shehu, 2012). In recent years, both developed and developing 

countries have taken initiatives to continuously improve their system of corporate governance to improve 

the quality of financial reporting and regain investors’ confidence in financial reports. Agency theory and 

stakeholders’ theory best explain the relationship between board characteristics and financial reporting 

quality. With respect to this, prior studies have shown mixed positions as to whether corporate 

governance mechanisms have effects on financial reporting quality in developed and emerging markets. 

In addition, there are scanty studies in this area in emerging economies of which Nigeria is one. Looking 

at the importance of corporate governance in improving the quality of financial reporting, this study is a 

step taken towards adding literature to the existing studies. Also, it reveals board characteristics that 

improve quality of financial report. It is against this background that this study examined effect of 

corporate governance on financial reporting quality of manufacturing firms in Nigeria 
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Statement of the Problem  

Financial statements are useful tools needed by users for effective economic decision making. It is 

therefore imperative that information reported are verified by an independent audit and are meaningfully 

efficient, realistic and reliable. Nonetheless, contemporary financial reporting times have witnessed 

persistent issues of corporate accounting scandals that have put forward, questions regarding the quality 

of financial reports. The aftermath of juicy profit publications accompanied with the ultimate collapse of 

major firms across the globe are seen as inevitable indicators. This has led to the critic of the effectiveness 

of the board towards its financial reporting responsibilities and overall administration of the entity.  

The Code of Corporate Governance recommended a unitary board structure where Non-Executive 

Directors (NEDs) are expected to bring an independent scrutiny to the board thereby separating decision 

management from decision control. But a key argument which tends to truncate this fact is that directors 

are basically selected by the same management – a practice which tends to jeopardize the sacred quality 

of board independence. The need for independent directors was heightened after the high-profile collapse 

of some business organizations locally and internationally such as Anderson, Enron, WorldCom, 

Parmalat, Xerox, and the financial malfeasance of some entities such as Cadbury Nigeria Plc, Unilever 

Nigeria Plc, Bank of Montreal, and Koss corporation to mention a few. Notwithstanding, very little can be 

said about the effectiveness of an independent board towards effective financial reporting as the 

theoretical surmise is far from being displayed practically.  

Culminating from the problem of director's independence is the issue of board diversity (gender and 

nationality). Conventional boards have been criticized severally for promoting homo-social dominance 

and few foreign board members. Homo-sociality is described as a same-sex relationship that has no 

romantic or sexual undertone. The corporate boards are currently dominated by male directors with little 

or no opportunity for female representation and foreign directorship thereby forfeiting their impact, as 

they may introduce heterogeneity of ideas and experiences as well as reducing information asymmetry 

and the associated agency costs.  

Finally, a trivial strand in literature exposes a drawback of a board having too many experts. Expertise (in 

terms of academic qualifications, professional qualifications, age and experience) in the board can be 

cajoled to circumvent the normal accounting standards and practices in financial reporting. Since they are 

experts, they may be influenced to carry out various forms of creative accounting intended to mislead 

users of financial reports.  

is against this background that this study examined effect of corporate governance on financial reporting 

quality of manufacturing firms in Nigeria 

 

Review of Related Literature 

Conceptual Review 

Corporate Governance 

Corporate governance can be viewed as system of laws, regulations, resolutions, and policies that 

establish the standards for corporate conduct (Mohammed & Fahmida, 2020), Similarly, corporate 

governance is defined by Ayorinde, Toyin, and Leye (2022) as a mix of policies and procedures that 

empowers the board to guarantee appropriate accountability, equity, and openness in the company's 

dealings with all of its equity holders. Corporate governance involves agreements banks have with their 

stakeholders regarding the fulfillment of tasks, rights, and rewards (Major & Edori, 2020). It also involves 

processes for resolving conflicts between stakeholders' interests and their duties. Similarly, Michael 

(2016) portrayed corporate governance as the way a bank's affairs are managed, which includes defining 

corporate goals and risk parameters, coordinating corporate conduct, operating the bank within the 

determined risk framework while adhering to relevant regulations, while safeguarding the interests of 

investors alongside other stakeholders especially depositors. 

There are several reasons why bank corporate governance matters.  First, Corporate governance aids 

effective decision making and strategic planning. Second, it fosters trust among employees and 

stakeholders. Third, it promotes ethical behaviour to ensure compliance to regulations and fourth it 
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enhances bank’s reputation. This is due to the fact that they play an important role within the financial 

framework of the economy and serve as vital drivers of economic expansion (Salma & Cesario, 2022). 

This indicates that the governance of corporations influences the performance of banks by ensuring that 

key goals and principles are defined and clearly conveyed across the boardof banking institution. These 

objectives need to be clear with the aim of guaranteeing appropriate lines of accountability, sufficient 

oversight from top management, independence of audit and control roles, efficient risk management 

practices, and ensuring that board members are suitably qualified without exerting excessive influence 

over management. Robust governance practices are fundamental to building and sustaining public trust, 

which, more broadly, fosters confidence in the entire banking system (Ochieng, 2023). 

Initially, the necessity for robust corporate governance was emphasized for the protection of shareholders' 

interests, but as time went on, the focus broadened to encompass other essential stakeholders in business 

entities (Jizi et al. 2014). The understanding that mismanagement of commercial enterprises adversely 

impacts these additional interest groups resulted in a shift towards a stakeholder-oriented perspective. 

Literature has consistently acknowledged that effective governance practices are crucial for corporate 

achievement. For example, Kolk and Pinske (2017) suggested that sound corporate governance 

frameworks boost stakeholder confidence and clearly reflect management's dedication to accountable and 

efficient management of business organizations. Moreover, solid corporate governance mitigates risks for 

investors and improves overall business performance (Spanos, 2015). As pointed out by Jegede et al. 

(2016), Leadership corporate organizations encompasses the operational framework of a company, 

detailing the processes, legal obligations, and ethical standards that ensure a smooth interaction with the 

community while striving for set organizational objectives. El-Kharouf (2022) states that corporate 

governance involves the management's role in implementing the correct strategies that promote 

operational efficiency and enable transparency and accountability for all corporate transactions. 

Financial Reporting Quality 

Financial reporting quality has been defined in different ways. Verdi (2006) defines financial reporting 

quality as the exact manner in which it shows information regarding a business activity and its anticipated 

cash flows, with the aim of informing the shareholders about a company`s operations. Also, Martínez- 

Ferrero, Garcia-Sanchez, and Cuadrado-Ballesteros (2013) define financial reporting quality as the 

faithfulness of information communicated in the financial reporting process. According to Barde (2009), 

financial reporting entails disseminating accounting information to furnish current and potential users to 

enable them assess financial position and cash flow potentials of the firm. The primary objective of 

financial reporting is to provide high-quality financial information concerning economic entities, 

primarily financial in nature, useful for economic decisions (Financial Accounting Standard Board 

(FASB), 1999; International Accounting Standard Board (IASB), 2008). Thus, providing high quality 

financial report gives various users confidence in the directors and management of companies. Good 

quality financial reporting provides shareholders and other stakeholders in understanding and absorbing 

the information through financial statements and hence lowering the information asymmetry. 

Management could disguise the quality of financial reporting more difficult to be understood by investors 

and other stakeholders, so that they cannot assess future cash flow implications of accounting transactions 

(Ishaq 2014). The FASB and IASB have provided qualitative characteristics of useful financial 

information. These include relevance, reliability, timeliness, verifiability, faithful representation, 

neutrality, consistency and comparability. It therefore implies that any financial statement that possesses 

the aforementioned qualities could be regarded as high quality financial report and vice versa. 

Board Size and Financial Reporting Quality 

Board size is considered as one of the determinants of financial reporting quality. The size of board is the 

number of directors on the board. It is, therefore, used by researchers to measure quality of board 

characteristics. There are arguments on large and small board size. Lipton and Lorsch (1992) and Jensen 

(1993) argue that large board gives room for rowdiness which in turn lowers the monitoring function of 

the board. Contrary to this, Adams and Mehran (2002) argue that some organizations need larger boards 

for effective monitoring. Jensen (1993) reveals that a small number of directors will foster a high degree 
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of coordination and communication between them and managers, which is expected to increase the 

quality of financial reports. For effectiveness, the number may not matter but experience, skills, and 

knowledge of directors in discharging their duties. Xie, Davidson, and DaDalt (2003) find a negative 

association between board size and financial reporting quality. However, Adebiyi (2017) reveals that 

board size is positively related to financial reporting quality. Based on these, there is potential relationship 

between board size and financial reporting quality. 

Audit Committee Effectiveness and Financial Reporting Quality 

The effectiveness of an audit committee relies on its members being self-governing and not swayed by the 

influence and pressure of senior management (Kallamu and Saat, 2021). A committee that comprises a 

greater number of nonexecutive directors is viewed as more impartial compared to one with an abundance 

of executive directors (Rahmat, Iskandar, and Saleh, 2023). Consequently, the autonomy of the committee 

enhances its effectiveness, mitigates agency issues, and lowers the possibility of insider exploitation (Yeh, 

Chung, and Liu, 2021). The degree to which an audit committee can operate independently is realized 

when outside parties do not disrupt the monitoring activities of its members.  

Current research on the effectiveness of audit committees underscores that the committee's size is one of 

the crucial factors that enhance its performance. Vafeas (2015) pointed out that a committee that is too 

small leads to a shortage of directors needed to fulfill its duties, which in turn diminishes its oversight 

effectiveness. In simpler terms, a smaller committee struggles to execute its responsibilities effectively as 

the workload continues to grow. Conversely, in situations where the committee is excessively large, the 

performance of the directors may suffer due to complications arising from extended coordination, leading 

to inadequate monitoring and oversight (Vafeas, 2015).  

Nevertheless, Abbott et al. (2014) and Vafeas (2015) argued that optimal size for an audit committee 

ranges from three to four members. Previous studies have indicated that entities with outsized audit 

committees are more proficient in monitoring their management. In this regard, Yang and Krishnan 

(2015) observed that entities with outsized committees exhibit lower instances of quarterly earnings 

manipulation. This highlights that an adequate number of audit committee members enhances the 

effectiveness of its monitoring functions concerning the integrity of financial reporting. Consequently, 

much of the research regarding audit committee size and its performance suggests that an increased size 

correlates with more rigorous financial reporting oversight and control.  

For example, Bedard et al. (2014) assert that expanding the audit committee size is crucial for more 

effective oversight of accounting and financial operations. Likewise, Anderson et al. (2014) discovered 

that larger audit committees can provide better protection and regulation of accounting and finance 

processes compared to smaller committees by fostering greater transparency towards shareholders and 

creditors, which positively influences the company’s financial performance. 

Board Independence and Financial Reporting Quality 

Board independence pertains to the composition in relation to the proportion of executive directors and 

non-executive directors compared to the overall count of directors on the board (Samaila, 2022). Prior 

studies were done by Chealak, Didar and Riahinezhad (2023) to ascertain relationship that exists between 

board and organizational performance, the result came out as mixwhileOsayantin and Embele (2019) 

study revealed board independence has no relationship on financial performance. However, studies 

conducted by Bala and Ibrahim in 2016, as well as by Onuara, Egbumike, and Gunardi in 2018, revealed 

a beneficial association between the level of board independence and financial success. 

Boards that include a balanced mix of external and internal directors are more inclined to make 

independent decisions away from management, unlike boards comprised solely of internal members, and 

are thus better positioned to safeguard the interests of various stakeholders. The significance of external 

directors has been acknowledged even at the level of policy, with corporate governance guidelines 

emphasizing the necessity of having a balanced ratio of external directors on the boards of publicly traded 

companies. Research indicates that well-structured boards with an appropriate blend of non-executive 

directors generally enhance performance more effectively than boards that are mainly composed of 

internal directors only (Rahman, et.al, 2015); Marzzola and Prencipe (2016) highlighted that board 
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independence is positively correlated with the promptness of financial reporting. Kantudu and Samaila 

(2015) confirmed that boards with greater independence yield more timely financial data. Joseph and 

Ahmed (2017), in their analysis of corporate governance effects on the promptness of financial statements 

in Nigeria, found that board independence significantly enhances the timeliness of these reports.  

On the other hand, some research has presented a different viewpoint regarding this discussion. Jaggi, 

et.al. (2017) identified a strong negative correlation between the promptness of financial information and 

a greater percentage of independent directors. Oba (2014) suggested that the presence of independent 

directors adversely affects the quality of financial reports, implying that a higher number of them does not 

guarantee timely financial disclosures. Gulzar and Wang (2016) did not discover any substantial evidence 

linking the quality of financial reports with board independence, either. Additional research by Ahmed, 

Hossain, and Adams (2016), Bradbury, et.al. (2016), and Petra (2017) contended that independent 

directors lack enough authority to oversee managers sufficiently, thus not influencing the timeliness of 

financial reporting. Moreover, Petra (2017) noted that while independent directors can serve as effective 

mechanisms for managing and influencing executives, their presence on the board may not significantly 

affect the quality of disclosed information. 

 

Theoretical Framework 
This study is based on the shareholder’s theory, stakeholders and agency theory   

The Shareholder Theory 

This concept was introduced by Milton Friedman in 1970. It focuses on how business leaders ought to 

navigate their corporate landscape, stressing that the interests of shareholders should take precedence. 

Friedman stated in the New York Times that a business has a singular social responsibility: to utilize its 

resources to pursue activities aimed at boosting profits, provided it operates within established regulations 

and engages in fair competition, free from deceit or fraud. The essence of the shareholders' theory is that 

managers have a primary obligation to enhance shareholders’ interests within the bounds of legal and 

societal norms. 

Per this theory, the goal of a company is to elevate shareholder wealth, meaning the sole aim of a firm is 

to meet the requirements and preferences of its owners. The measure of success in this framework is 

simply viewed through the lens of the market value, or share value, of the company. Basman (2017) 

suggested that the main objective for any business entity should be to maximize shareholders' wealth. 

Doing so guarantees that shareholders receive adequate returns for the risks they accept. Shareholder 

wealth encompasses dividends along with the significant capital appreciation of the investors’ capital.. 

While organizations tend to pursue only maximization of shareholder’s wealth, It may lead to exploitation 

of employees, customers and other stakeholders 

Empirical Review 

Nguyen et al. (2025) examined the impact of CEO qualities on the performance of companies listed on 

the Ho Chi Minh Stock Exchange in Vietnam. The research utilized a sample of 1,240 firmyear 

observations from HOSE-listed businesses spanning the years 2018 to 2024. The CEO qualities consisted 

of four socio-demographic factors and five corporate governance elements. The factors considered were 

CEO tenure, duality, education, gender, ownership, nationality, age, founder status, and origin, with ROE 

and ROA serving as proxies for firm performance. The analysis results indicated that the factors 

contributing to enhanced performance include female gender, below postgraduate degree, domestic 

nationality, older age, shorter tenure, CEO chairmanship, and founder CEO status. The current study 

differs from this study due to modest variations in the variables. Although CEO education, gender, and 

tenure are prevalent variables in both studies, the current analysis excludes considerations of CEO age, 

origin, and founder status 

Nosakhare and Omena (2025) adopted archival research strategy in a review of prior empirical literature 

on the impact of Chief Executive Officer’s attributes on firm performance. Based on the literature 

reviewed, it was observed that most studies on the impact of CEO on firm performance used only 

financial indicators to proxy firm performance, thereby ignoring the non-financial performance indicators. 
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The study used indicators such as CEO culture and nationality on firm performance in Nigeria, which was 

combined with financial measures for a hybrid study. The findings of the study showed that composite 

study of that nature was suitable for a multicultural state like Nigeria. it was recommended that CEO 

religion and geo-political connection should also be studied in further research. 

Okpo et al, (2024) undertook a research project exploring how executive director compensation 

influences the financial success of deposit money banks. The primary aim of the research was to assess if 

the salaries and benefits given to executive directors encourage them to enhance their efficiency. The 

compensation for executives was represented through cash, bonuses, stock options, and office perks, 

while the financial performance was measured by returns on liquid assets. The research employed a 

retrospective design, as data were collected from the annual financial statements of five chosen deposit 

money banks in Nigeria covering the years 2015 to 2019.and analyzed using SPSS version 20. The results 

of the analysis showed that the various proxies of executive compensation were positively related to the 

return on liquid assets. The study recommended a uniform compensation to be paid to executive directors 

of all banks in Nigeria. This study did not capture as many variables as the present study. Furthermore, 

while the study’s focus was on performance. The current study’s focus is on firm value. 

Mukherjee and Sen (2022) examined the influence of CEO characteristics on corporate reputation, 

financial performance, and sustainable growth in India. Employing static panel data methodology on a 

sample of 138 prominent non-financial companies listed on the NSE from 2011 to 2018, the study 

revealed that CEO remuneration and tenure exhibited significant positive correlations with corporate 

reputation, whereas duality and CEO involvement in business are negatively correlated with corporate 

reputation. The findings indicated a favourable correlation between female CEOs and CEO compensation 

with corporate financial performance, but CEO busyness exhibited a strong negative connection with 

corporate financial performance, as anticipated. Furthermore, the findings indicated that CEO age 

correlates negatively with business sustainable growth, but tenure exhibited a strong positive correlation 

with corporate sustainable growth. The findings were resilient across many assessments and indicated that 

in the Indian context, demographic and job-specific characteristics of CEOs significantly impact business 

reputation, financial performance, and sustainable corporate growth. The empirical findings served as a 

foundation for shareholders 

Razali et al. (2022) investigated the impact of CEO attributes on corporate value. The samples were 

extracted from annual reports of non-financial enterprises listed on Bursa Malaysia between 2013 and 

2015. CEO characteristics of, age, gender, education, network and ownership were constructed based on 

agency, upper-echelon (UP), and resource dependence theories. The findings indicated that CEO gender 

and networks have a negative significance for Malaysian enterprises and are crucial in influencing 

company value. The participation of women in publicly traded corporations remains infrequent, adversely 

affecting firm performance. When a CEO possesses an extensive network, they often lose focus due to 

excessive commitments, leading to a decline in firm value. Moreover, the characteristics of the firm 

including age, size, and leverage, were also found to significantly impact business value. This study 

aimed to aid practitioners and policymakers in understanding the diverse effects of CEO qualities on 

business value. This study highlighted additional metrics of CEO traits that may influence business value 

for further research. 

Harcourt and Ali (2021) investigated the impact of CEO education on environmental reporting 

practices.The research utilized a design focused on explanation, incorporating a causal investigative 

approach. To gather pertinent data for examination, both primary and secondary data collection 

techniques were utilized. A questionnaire was the primary tool utilized for gathering information. The 

research included a population of 30 registered companies involved in paint production within Rivers 

state. Three senior management personnel were randomly chosen from each of these companies, resulting 

in a total of 90 senior management individuals participating in the research. The data analysis was carried 

out using Pearson's Product Moment Correlation statistic with the support of the Statistical Package for 

the Social Sciences version 23.0.. The result of the findings revealed that CEOs with environmental 
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education backgrounds tend to exhibit stronger commitment to sustainability and enhanced environmental 

reporting practices 

Okolie and Uwejeyan in 2022. Characteristics evaluated included the size of the board, its independence, 

the makeup of committees, attendance at meetings, and the ownership stakes of board members. Return 

on Assets (ROA) served as the metric to assess the financial performance of the board. As a result, a 

selection of five publicly traded conglomerates was made throughout the decade-long study from 2011 to 

2020. Secondary data was gathered from the annual reports of the selected conglomerates, and a 

regression analysis was conducted. Findings indicated that the financial performance of conglomerates in 

Nigeria was notably affected by the board's size, its independence, and the shareholdings of both the 

board and the audit committee. Conversely, board meetings did not seem to significantly impact the 

financial outcomes of these Nigerian conglomerates. The research suggests that for maintaining board 

independence as an effective element influencing the performance of conglomerates in Nigeria, there 

should be a sufficient level of synergy between board members and stakeholders, combined with an 

acceptable degree of accountability, transparency, and collaborative effort. To reduce adverse effects on 

the financial performance of conglomerates in Nigeria, the frequency and timing of board meetings 

should be minimized. 

Ozbek and Boyd (2020) examined the impact of CEO duality and board size on the market valuation of 

corporate spin-off subsidiaries. Drawing on stewardship and resource dependence theories, the study 

proposed that both CEO duality and larger board size positively influence the change in market valuation. 

Data from completed US spin-offs between 2000 and 2014 were collected from the SDC Platinum 

database and verified using additional sources. Weighted least square regression was employed to analyze 

the data. The empirical analysis of 134 spin-offs supported the main hypotheses and revealed that firm 

size moderates the relationship between governance structure and market performance. That study 

focused on firm size and differs from the current study whose focus is on the CEO attribute and firm 

value. 

Additionally, Saladin (2018) examined how strong corporate governance ratings influence bank 

profitability in Indonesia. This analysis utilized panel data along with pooled, fixed, and random effect 

regression techniques. The findings indicated that strong corporate governance is the most crucial factor 

impacting bank profitability. The study concluded that effective governance, combined with superior 

credit risk management and strategic business planning, enhances the profitability of banks. 

Junaidu and Kabiru in 2022 explores how the attributes of audit committees (AC) affect the financial 

outcomes of non-financial firms listed in Nigeria from 2013 to 2020. A sample that represented 76 non-

financial companies was chosen from a total of 113 firms. Information was gathered from audited annual 

financial statements. The analysis included both descriptive statistics and multiple regression methods. 

An explanatory approach was adopted to study the impact of audit committee characteristics on financial 

performance. In this research, the independent variables comprised AC represented by ACS, ACM and 

ACIND, while the dependent variable of financial performance was assessed through both accounting-

based indicators like EPS and market-based measures, including Tobin's Q. To validate the results, 

various robustness tests were conducted, such as assessing multicollinearity, heteroscedasticity, 

normality, and applying the Hausman specification test. The results reveal a significant negative 

correlation between ACIND and EPS. Furthermore, TQ and ACS show a significant positive correlation 

with EPS, while also demonstrating a noteworthy negative relationship with TQ. Finally, ACM indicates 

a significant positive correlation with EPS, as well as a positive relationship with TQ that lacks statistical 

significance among the surveyed non-financial firms in Nigeria during the specified timeframe. 

Considering the study’s findings, it is suggested that the management of the non-financial firms listed in 

Nigeria should improve the efficiency of their Audit Committees. This can be accomplished by ensuring 

that independent non-executive directors make up the committee and by maintaining an optimal size for 

the committee. Moreover, it is recommended that AC meetings prioritize discussions on issues pertinent 

to enhancing the financial performance of the organization. 
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In their research, Abdelrahman, El Mokdad, and Hayek (2022) evaluate how different elements of the 

audit committee—such as independence, expertise, size, and meeting frequency—affect the financial 

performance metrics of Etisalat Group. The metrics investigated encompass Return on Assets (ROA), 

Return on Equity (ROE), and profit. This research adopts a quantitative methodology by employing a 

correlational research framework. The analysis of the gathered data involved panel regression techniques 

and the computation of correlation coefficients. The findings from this study are expected to be crucial for 

managers as they make decisions about the characteristics of audit committees and corporate governance, 

aimed at improving company performance. Furthermore, these results can aid managers in understanding 

the relationship and effects of audit committee traits on financial outcomes. This research utilizes a cross-

sectional format, relying solely on secondary data collected from 2015 to 2017. It is noteworthy that this 

timeframe may not accurately reflect the full scope of a company’s operational dynamics. Therefore, 

future research could broaden the study's perspective by integrating data from a longer duration. In 

addition, this study is concentrated on a specific entity within the United Arab Emirates—Etisalat Group, 

which is situated in the telecommunications sector. Moreover, it is advisable for upcoming studies to seek 

direct feedback from the organization in question to validate the findings presented here, as the current 

study was based entirely on secondary data. In summary, the information gathered in this research was 

divided into three separate categories: independent variables, dependent variables, and control variables. 

The independent variables included the independence, size, expertise, and meeting frequency of the audit 

committee. The dependent variables were defined as return on equity (ROE), return on assets (ROA), and 

profit. Additionally, the control variables focused on firm age, firm size, and firm leverage. These three 

categories underwent statistical analysis techniques such as correlation matrix evaluation, regression 

assessment, and the Multi-collinearity/Variance Inflation Factor test (VIF test). The results of the study 

suggest that the regular meetings of the audit committee positively influence the financial performance of 

Etisalat Group. 

In their research, Amanuddin and Ghazi (2022) performed an analysis to investigate how specific 

elements of audit committees (ACs) influence two important indicators of financial success: return on 

assets (ROA) and Tobin's Q. They particularly examined the factors of AC size (ACS), AC independence 

(ACI), and the frequency of AC meetings (ACM). The study focused on a selection of 63 publicly listed 

non-financial companies on the Muscat Securities Market (MSM) in Oman. Their analysis spanned the 

years 2016 to 2019. Various regression techniques were applied to the data to analyze it and yield 

empirical results. Findings from this investigation indicate that two of the three independent variables 

evaluated did not have a significant statistical effect on financial performance. Furthermore, it was noted 

that ACI had a considerable adverse effect on Tobin's Q. These results imply that Omani firms need 

enhancements in their corporate governance practices and the setup of their audit committees.  

Ayinla, Aliyu, and Abdullah (2022) explored how characteristics of audits impact the quality of financial 

reporting for twelve (12) publicly listed Deposit Money Banks in Nigeria from 2012 to 2018. The 

methodology adopted for this investigation was correlational. Pooled ordinary least squares (OLS) 

regression was the analytical approach utilized in the study. In Nigeria, the study used variables of, 

expertise, audit tenure and audit committee independence as measures of audit quality, while the quality 

of financial reporting was the dependent variable. Discretionary accruals served as the metric for 

assessing financial reporting quality. The entire population examined included fourteen (14) listed 

Deposit Money Banks, with a refined count of twelve (12). Financial reports were employed to gather 

panel data through the Modified Jones model. The findings derived from the panel data regression 

analysis demonstrate a positive and statistically significant link between audit committee independence 

and competence along with the quality of financial reporting of Nigerian Deposit Money Banks (DMBs). 

The research outcomes reveal a noteworthy relationship between audit committee independence, 

proficiency, and the enhancement of financial reporting quality. Following the study’s results, it is 

advised that banking regulators consider enforcing mandatory professional qualifications, as 

recommended by the Financial Reporting Council of Nigeria (FRCN) in the 2016 draft of the halted 

Nigerian Code of Corporate Governance (NCCG). This initiative aims to boost both the effectiveness and 
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diligence of the audit committees. Additionally, there is a suggestion that the focus on audit committee 

independence needs to ensure that financial reporting quality truthfully and fairly reflects the financial 

reports, thus preventing the circulation of misleading accounting information to global consumers. 

In a recent research effort by Okeke (2021), an examination was performed to assess the link between the 

attributes of audit committees and the effectiveness of manufacturing firms in Nigeria. Utilizing an ex 

post facto research method, the analysis drew on data collected from secondary sources between 2012 and 

2019. A selective sampling technique was applied to choose a group of fifteen manufacturing firms from 

those listed in Nigeria. The collected data underwent analysis, and the derived hypotheses were tested 

using a Pearson correlation matrix. The results of this investigation suggest a positive relationship exists 

between the audit committee's size and the frequency of meetings, correlating positively with the 

performance of manufacturing firms in Nigeria. On the other hand, the research indicates a negative 

relationship between the audit committee's independence and the performance of manufacturing 

companies in Nigeria. Given the empirical data presented, it is suggested that discussions regarding 

corporate governance should shift from the notion of independence to focus on elements like the number 

and frequency of the audit committee meetings. 

Adeboyegun and Igbekoyi's 2022 research explored the impact of board diversity on the financial 

outcomes of public manufacturing companies in Nigeria. Utilizing the Ordinary Least Squares method, 

the research indicated that board diversity generally had an inconsequential influence on performance, 

with the exception of diversity related to financial expertise, which positively affected financial 

performance. Additionally, a long-term association with firm performance was discovered. The findings 

suggested that diversity regarding gender, ethnicity, and educational background does not substantially 

enhance or diminish the firms' performance, whereas diversity in financial expertise does have a 

noteworthy effect. 

Mostafa’s 2023 study evaluated the effects of gender diversity on boards in relation to financial 

performance among firms in Egypt. Using regression analysis, it was discovered that higher levels of 

organizational learning positively and significantly influenced the recognition of opportunities, 

management of risks, and reconfiguration processes. The conclusion drawn from the study was that 

gender diversity within boards contributes positively and significantly to firm performance. 

 

METHODOLOGY 

Research design  

The study adopts ex-post facto research design. Data were collected from the annual reports and accounts 

of the selected manufacturing firms on the NSE for the period 2015–2024. Multiple regression technique 

was employed in the data analysis.  

Model Specifications 

The equations and variables used for the study given below are adaptation and modifications from the 

work of Onyekachi, (2023) studied corporate governance and financial reporting quality of manufacturing 

firms in Nigeria 

The model is stated thus: 

EQ = f (ACE, BSIZE) 

Where, 

EQ = Financial Reporting Quality (Proxy for Earnings Quality) 

ACE = Audit Committee Effectiveness  

BSIZE = Board Size  

The model was adopted and modified by the inclusion of board independent  

EQ = f (ACE, BSIZE, BIND) 

The Econometric Equation Form of the Model is: 

EQ  =  B0 + ACE + B2SIZE +B3 IND + µ-  -   -  -  -  -  -  -  -  -  -  - -1 

Where, 

EQ = f (ACE, BSIZE, BIND) 
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Where, 

EQ = Financial Reporting Quality (Proxy for Earnings Quality) 

ACE = Audit Committee Effectiveness  

BSIZE = Board Size  

BIND = Board Independent  

β0 and µ are the constant and error term respectively while β1 and β3 are the coefficient of financial 

disclosure.  

 

DATA ANALYSIS  

Descriptive Analysis 

These measures the individual characteristics of the variables used in this study. The result of the 

descriptive statistics is presented in Table 1 

The descriptive statistics showed the mean and standard deviation. The mean is the average value of each 

variable over the years while the standard deviation shows the variability of the values. The descriptive 

statistics also showed the maximum and minimum values. The Jarque-Bera statistics is the test of 

normality of the time series variables.   

 

Table 1 Descriptive Statistics 

 EQ ACE BSIZE BIND 

 Mean  1.222429  2.855000  2.875000  56.94419 
 Median  0.958000  3.000000  4.000000  65.47620 
 Maximum  5.492600  10.00000  7.000000  100.0000 
 Minimum  0.193300  0.000000  0.000000  0.000000 
 Std. Dev.  0.908693  2.700079  1.979639  26.38596 
 Skewness  2.815563  0.217202 -0.363736 -0.709246 
 Kurtosis  11.98184  1.553031  1.838117  2.771058 

     
 Jarque-Bera  936.5254  19.02022  15.65991  17.20444 
 Probability  0.000000  0.000074  0.000398  0.000184 

     
 Sum  244.4858  571.0000  575.0000  11388.84 
 Sum Sq. Dev.  164.3187  1450.795  779.8750  138547.6 

     
 Observations  100  100  100  100 

Source: Researcher Computation from E-view Output, 2025 

The result displayed in table 1 pertains to descriptive statistics related to the proxies for Corporate 

Governance (Audit Committee Effectiveness, Board Size and Board Independent). The average of ACE 

for the listed manufacturing firms for the study is 2.855 with standard deviation of 2.7001; the implication 

is that there is ACE index varied significantly in most manufacturing firms. . Board size which has a 

standard deviation of 1.9796, maximum value of 7.000 and means value of 2.875 has the lowest 

minimum value of 0.000. Board independence has average value of 56.9442, and standard deviation of 

26.386,  

However, the earnings quality shows a positive minimum value. The result implies that the sampled 

manufacturing firms had increase in earnings quality at some time.  
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Table .2 Correlation Analysis  
Covariance Analysis: Ordinary   

Date: 15/10/25   Time: 19:05   

Sample: 2015 2024    

Included observations: 100   
     
     Correlation    

Probability EQ  ACE  BSIZE  BIND  

EQ  1.000000    

 -----     

     

ACE  -0.132338 1.000000   

 0.0618 -----    

     

BSIZE  -0.073865 0.565366 1.000000  

 0.2986 0.0000 -----   

     

BIND  -0.143219 0.071231 0.003693 1.000000 

 0.0431 0.3162 0.9586 -----  

 

Source: E-view Output, 2025 

The correlation analysis illustrated in table 2 was utilized to evaluate linearity. The findings displayed in 

the table indicate that all the variables exhibit a moderate and positive correlation among themselves. The 

correlation analysis shows a positive relationship between the financial reporting quality of manufacturing 

firms (EQ) and audit committee effectiveness, board size and board independent. Therefore, there is 

linearity. Additionally, the regression analysis indicated that both tolerance and VIF confirmed show the 

absence of multi-collinearity issues. 

Test of Hypotheses 
Table 3: Regression Result 

Dependent Variable: ROA   

Method: Panel Least Squares   

Date: 15/10/25   Time: 19:02   

Sample: 2015 2024   

Periods included: 10   

Total panel (balanced) observations: 100  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

ACE -0.028268 0.029399 -0.961538 0.3375 

BSIZE 0.000561 0.038915 0.014415 0.0005 

BIND -0.005806 0.002452 -2.368138 0.0189 

C 3.145284 0.730358 4.306495 0.0000 
     
     

R-squared 0.071344     Mean dependent var 1.222429 

Adjusted R-squared 0.047410     S.D. dependent var 0.908693 

S.E. of regression 0.886891     Akaike info criterion 2.627350 

Sum squared resid 152.5955     Schwarz criterion 2.726300 

Log likelihood -256.7350     Hannan-Quinn criter. 2.667394 

F-statistic 2.980825     Durbin-Watson stat 0.499222 

Prob(F-statistic) 0.012887    
     
     

Source: E-view Output 2025 
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From the Table 3, the determination co-efficientR2indicates the degree to which the independent variables 

account for changes in the dependent factor. The determination co-efficient (R2) is 0.0713, the implication 

is that 7.1 percent of the variation in the dependent variable can be explained by the induced model. The 

remaining 92.9percent relates to variables that are not used in the model, hence unexplainable. 

Additionally, the adjusted R2 shows that any independent variable with the lowest co-efficient (say 

BSIZE with 0.000561 co-efficient is removed from the regression line, other independent variables, ACE 

and BIND will explain variations in EQ (dependent variable) to the extent of 52.6 percent. 

H01: Audit Committee Effectiveness has no significant effect on financial reporting quality of 

manufacturing firms in Nigeria 

From the table 3, the audit committee effectiveness is negative (-0.0283) and suggests that a statistical 

non-significant relationship exists between audit committee effectiveness  with the p-value of 0.3375. 

Hence the null hypothesis that there is no significant effect of audit committee effectiveness on financial 

reporting quality of manufacturing firms in Nigeria was accepted. This implies that audit committee 

effectiveness  has no statistical effect on financial reporting quality of manufacturing firms in Nigeria 

H02:  Board size has no significant effect on financial reporting quality of manufacturing firms in Nigeria. 

From the table 3, the co-efficient of Board Size (BSIZE) (0.0006) is positive and statistically significant at 

a probability value of 0.0005, which is less than 0.05 level of significance. Hence, the null hypothesis 

which states that Board size has no significant effect on financial reporting quality of manufacturing firms 

in Nigeria was rejected. This means that there is significant effect of board size on financial reporting 

quality of manufacturing firms in Nigeria 

H03:  Board independence has no significant effect on financial reporting quality of manufacturing firms 

in Nigeria. 

From the table 3, the co-efficient of Board independence (BIND) (-0.00581) is negative but statistically 

significant at a probability value of (0.0189) which is less than the significant level of 0.05. Therefore, the 

null hypothesis which states that board independence has no significant effect on financial reporting 

quality of manufacturing firms in Nigeria was rejected. This implies that there is a significant effect of 

board independence on financial reporting quality of manufacturing firms in Nigeria. 

 

CONCLUSION AND RECOMMENDATIONS  

The study examined effect of corporate governance on financial reporting quality of manufacturing firms 

in Nigeria. The result of the study revealed that audit committee effectiveness has no statistical effect on 

financial reporting quality of manufacturing firms in Nigeria. Board size has significant effect of on 

financial reporting quality of manufacturing firms and that board independence has significant effect of 

board independence on financial reporting quality of manufacturing firms in Nigeria. The study 

concluded that corporate governance has significant effect on financial reporting quality of manufacturing 

firms in Nigeria.  The research suggested that the oversight role of the board members of manufacturing 

firms should focus on enhancing productivity and increasing profit margins. Consequently, the leadership 

of these manufacturing firms must recognize that numerous advantages are inherent in effective corporate 

governance when it is properly integrated into the management of operations. Nigerian Exchange Group 

ought to enhance the corporate governance code by promoting a rise in the count of board members who 

are independent of the organization. Although board size showed a minor positive effect on financial 

outcomes in Nigeria, the research additionally suggests establishing an ideal number of board members.  
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