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Abstract
The Micro, Small and Medium Enterprises (MSME) sector plays a vital role in the growth of the
economies of developing countries. Similarly, microfinance facilities are crucial to MSMEs financial
performance as they facilitate the growth and development of MSMEs. This study, therefore,
investigates the effects of Microfinance on MSME performance in Makurdi metropolis of Benue State.
The research design is descriptive and employs the survey method. Simple random sampling
techniques was adopted as a technique in selecting the 323 MSMEs that form the sample size of the
study. A structured questionnaire was used in the collection of relevant data used for analysis. Data
was presented through the use of frequency tables and Chi-square test was used to carry out the
analysis. The study found that microfinance has an positive effect on sales revenue and profitability
and non-current assets. The study recommends creating awareness especially for women on the
importance of Microfinance in entrepreneurship development. The study also recommends that Benue
state government should set up and implement policies that will ease access to microfinance credit by
MSMEs, especially from microfinance banks. The study also recommends the granting of more loans
to women to increase the number of women engaged in entrepreneurship activities within Makurdi
metropolis.
Keywords: Micro, Small and medium enterprises; Microfinance; microfinance institutions; financial
performance
Introduction
MSMEs contribute significantly to the economies of the countries they are located in. They stimulate
entrepreneurship activities and play an important role in offering a platform for upgrading, improving
local technology and adaptation of foreign ones. MSMEs also play a vital role in creating employment
and fostering managerial skill acquisition. The importance of MSMEs to the Nigerian economy cannot
be overemphasised. According to National Bureau of Statistics (NBS) & The Small and Medium
Enterprises Development Agency of Nigeria (SMEDAN) (2013), there are 37,067,416 MSMEs in
Nigeria and they contribute to the economy by payment of tax, and employ over 84.02% of labour force
both in the formal and informal sectors. However, NBS & SMEDAN(2013) suggest that one of the main
challenges facing the existence and operations of MSMEs in Nigeria is access to finance. This can be
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traced to their inability to raise finance from conventional banks as a result of their riskiness and the
lack of asset-based collateral. Owing to this, most MSMEs in Nigeria fail in the first five years of
existence while only 5% to10% of them survive, thrive and grow to maturity (Aremu & Adeyemi, 2011).
SMEDAN was created by the SMEDAN Act of 2003, to facilitate the promotion and development of
MSMEs in Nigeria through the granting of access to MSMEs to all resources required for their
development. The overall aim of SMEDAN is to promote economic development in Nigeria. The
Agency is the apex institution for all matters concerning the growth of MSMEs in Nigeria.
The Central Bank of Nigeria defines micro-enterprises as those whose total employees does not
exceed 10 and whose assets are less than N5,000,000. The Bank also defines small enterprises as
those whose total number of employees are from 10 above but not exceeding 49 and whose assets are
above N5,000,000 but not exceeding N50,000,000. Lastly, the policy defines medium enterprises as
those whose total number of employees is 50 above but not exceeding 199 and whose assets are
above N50,000,000 but not exceeding N500,000,000
Microfinance Banks offers access to high-quality financial services, such as the provision of credit,
offering saving facilities, micro leasing, insurance services, offering advisory services and making fund
transfers to MSMEs to improve economic activities, enhance their growth and sustainability. The
distinguishing factors between micro-finance bank and other credit facilities are the small size of loans
granted, the non-requirement of asset-based collateral and the non-complexity of operations. Access
to microfinance Banks is considered to be an important factor in determining the performance of
Medium Enterprise institutions.
Microfinance credit is considered essential in improving MSMEs financial performance. Despite the
increase in the number of microfinance institutions in Nigeria, majority of MSMEs do not perform well. It
is on this basis that this study intends to firstly, determine the number of MSMEs that have received any
form of microfinance intervention and the source. Secondly, determine the effect of microfinance credit
on the performance of MSMEs within Makurdi metropolis of Benue State. Also, the study seeks to
determine the participation rate of women in MSME ownership. Lastly, the study seeks to determine
the type of business most Medium Enterprise institutions engaged in within Makurdi metropolis.
Makurdi is the capital of Benue State which is located on latitude: 7° 44' 1.50" N and Longitude 8° 31'
17.00" E in the north-central geopolitical zone of Nigeria. The town has an estimated population as of
2016 of 405,500 according to the national population commission. Makurdi was founded in 1927 when
the colonial authorities in Nigeria extended the railway from Port Harcourt to Jos and Kaduna. In 1976
following the creation of Benue state, Makurdi became a transportation and market centre owing to the
selection of Makurdi as the capital of Benue state. This resulted in the boosting of economic activities.
Benue state provides a conducive atmosphere for entrepreneurship activities in the area of agro-allied
activities. Hence the tag “the food basket of the nation”. The state boasts of a huge array of agricultural
products such as soya beans of which the state produces 70% of the total amount consumed and
exported in Nigeria. River Benue runs through Makurdi metropolis creating avenues for fishing,
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irrigation for dry season farming, electricity generation and the utilization of the waterways for
improved transportation within the metropolis. In terms of solid minerals, kaolin, lead, zinc, gemstones,
magnetite, limestone, and anhydride can be found within and the surrounding areas of Makurdi
metropolis creating opportunities for mining.
Conceptual Framework
Microfinance
CBN (2005) defines microfinance as the provision of financial services to the MSMEs who are not
served by conventional banks. It serves as a veritable avenue for job creation and poverty alleviation.
In Nigeria, one of the key challenges that MSMEs face is access to funds. Even when credit facilities
are available, MSMEs in most cases, do not possess the collateral to access them. This has led to a
good number of them shutting down resulting in the loss of a lot of skilled and unskilled jobs in Nigeria
(Izugbara & Ikwayi, 2002).
Microfinance covers a wide range of financial services such as granting of loans, deposits, payment
services and insurance to low-income households and MEs. Microfinance institutions have
significantly contributed towards the poor by increasing their income level thereby improving their
living standards (Saunders &Tsumori, 2002). Several features separate microfinance credit from other
forms of credit such as the small size of loans, the non- requirement of collateral to access loans and
the ease of access to the loans.
Owing to the initial failures community banks to adequately provide credit facilities, the Micro-Finance
Policy Regulatory and Supervisory Framework (MPRSF) was launched in 2005. This led to the
licensing of Microfinance banks (MFBs) in 2007 which then raised the number of MFBs in Nigeria. The
new MFBs faced the same challenges which contributed to the failure of earlier community banks.
Poor performances lead to the failure of these institutions and the subsequent withdrawal of the
licenses of 224 MFBs in 2010. According to Adeyemi (2008), some of the challenges MFBs faced
included; undercapitalization, inefficient management, and regulatory and supervisory loopholes.
Microfinance Institutions
MFIs significantly contribute to a country's development economically and socially. MFIs provide an
alternative source of finance for people who do not have access to conventional banking services
especially in developing countries such as China, India, and Nigeria.
MFIs normally provide short term loans to borrowers with short repayment periods. The financial
services offered by MFIs help in the eradication poverty in the countries they are located in. According
to the World Bank (2002), there are more than 7,000 MFIs worldwide. These institutions are accessible
to over 16 million clients and provide loans to the tune of US$2.25 billion. According to Zuru, Hashim
and Arshad (2016) there are five types of MFIs in Nigeria. They include; the local community-owned
MFIs, the private initiated MFIs, MFIs created and funded by Government, MFIs owned by the nongovernment organizations (NGOs) and the foreign-owned MFIs.
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Microfinance has always existed in Nigeria through informal microfinance activities without
government regulation and supervision. Microfinance institutions existed since the 16th century
though the Esusu credit association (ECA) which was practiced by the Yoruba ethnic group. These
type of institutions are now popular across Nigeria with a large number of ethnic groups having their
versions such as Adashi for the Hausa and Isusu for the Igbo ethnic group. The colonial masters in the
eastern part of Nigeria attempted in the 1940s to transform the Isusu associations into modern
financial cooperatives. When self-government was introduced in the 1950s, attitudes to local cultural
institutions changed. This was reflected in the registration of the Esusu in the Ondo province in 1952
which culminated in it becoming a cooperative society. By 1962, the number of cooperative societies
grew to 94. When the Nigerian economy was booming as a result of the discovery of oil in the 1960s,
the debate on whether traditional and formal cooperatives had a role in economic development arose.
As a result, the emphasis was placed on formal microfinance institutions in the 1980s and 1990s.
However, according to CBN (2004), the inability of the formal cooperatives to provide microfinance to
the poor in urban and rural areas saw the introduction of MFIs. Informal financial institutions continue to
play a vital role in Nigeria. There are a growing number of Nigerians who are joining them. A great
number of different adaptations have sprung from the earlier ECAs. An example is their transformation
into non-rotating savings associations with a permanent loan fund.
Micro, Small and Medium Scale Enterprises
MSMEs are considered to be the key driver of economic development (Chittithaworn, Islam &
Keawchana, 2011). They contribute to economic growth in the area of poverty alleviation, provision of
employment opportunities, Improved living standards, income distribution, contributing to innovation,
value addition, the provision of linkages in various geographical sectors of countries and capital
formation within local communities.
The criteria for defining the size of a business enterprise differ from country to country. In terms of
Nigeria, the National Policy on MSMEs defines MSMEs based on the total number of employees and
total assets with the exclusion of land and buildings. The national policy defines micro-enterprises as
those whose total employees does not exceed 10 and whose assets are less than N5,000,000. The
policy also defines small enterprises as those whose total number of employees are from 10 above but
not exceeding 49 and whose assets are above N5,000,000 but not exceeding N50,000,000. Lastly, the
policy defines medium enterprises as those whose total number of employees is 50 above but not
exceeding 199 and whose assets are above N50,000,000 but not exceeding N500,000,000 as
indicated in table 2.
Table 2 SME
S/NO
1
2
3

SIZE
Micro Enterprises
Small Enterprises
Medium Enterprises

EMPLOYMENT
Less than 10
10 to 49
50 to 199

ASSETS (N millions)
Less than 5
5 to less than 50
50 to less than 500

Source: SMEDAN/NBS MSME Survey 2013
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Theoretical Framework
The Resources Based View
The Resources-Based View (RBV) is a theory that explains the importance of a strategic resource on
business performance (Crook, Ketchen JR. & Combs, 2008). Earlier works such as Connor (1991)
suggest that entrepreneurship activity is an integral part of RBV. According to Shane & Venkataraman
(2002) the existence of entrepreneurial opportunities is primarily as a result of different beliefs about
the relative value of resources when they are transformed from inputs into outputs. These resources
are in different forms such as ?rm-speci?c resources that indicate difference in expertise between
managers in across rms.The theory emphasises the ability a firms to organize these resources and
then create heterogeneous outputs that are superior to competitors.
This study considered microcredit as a financial resource which may have an influence on SMEs
financial performance and therefore RBV is relevant to this study. Research such as Oginni &
Adesanyam (2013) are of the opinion that successful management of internal resources can
significantly improve the performance of a business.
Empirical Review
Danjuma (2017) examined the Impact of Micro?nance services on Performance of SMEs in Zaria
metropolis. The sample comprised of 300 SMEs operating with Cred Micro?nance bank within Zaria
Metropolis. Data were analyzed using regression analysis with SPSS 20.0. The study found out that
the micro?nance services have a significant impact on the level of entrepreneurship activities of SMEs
in Zaria metropolis. Danjuma defined performance as pro?tability, sales growth, innovation,
effectiveness, efficiency, and customer satisfaction.
Ojo (2009) investigated the impact of micro?nance on entrepreneurial development of small scale
enterprises that are craving for growth and development in a stiffened economy called Nigeria. The
sample comprised 60 entrepreneurs in Lagos State. Chi-square, analysis and simple regression
analysis were adopted as tools of analysis. The study found that microfinance has a significant effect
on entrepreneurial development.
Olowe, Moradeyo, and Babalola (2013) examined the impact of microfinance on SME growth in
Nigeria. The sample comprised of 82 SMEs. Pearson correlation coefficient and multiple regression
Results revealed that microfinance has an impact on SME growth in Nigeria. The geographical
location of our study itself suggests the uniqueness of our study. Olowe et al. study location was the
Ibadan metropolis of Oyo state.
Oleka, Maduagwu and Igwenagu (2014) evaluated the extent to which Microfinance banks have
helped in financing small and medium enterprises (SMEs) in Nigeria, the data used were both primary
and secondary data generated from questionnaires and annual report of 300 randomly selected small
and medium scale enterprises that have accessed funds from microfinance banks in Nigeria. The timeICAN
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series data covered a period of thirteen years from 2000 to 2013. Regression analysis was used as a
statistical tool. Results revealed that microfinance banks loans and advances have a significant effect
on the performance of SMEs enterprises in Nigeria. Oleka et al.focused on microfinance banks only,
whereas our attention is on all microfinance institutions inclusive of formal and informal microfinance
groups.
Babajide (2012) examined the impact of microfinance on growth of micro and small enterprise in
Nigeria. The sample comprised of 500 micro and small enterprises that were randomly selected. The
study employed panel data and multiple regression analysis. The study found that access to
microfinance affects the growth of micro and small enterprises in Nigeria. However, Babajide only
considered only annual sales growth as a measure of performance to the exclusion of important
indices such as profitability and an increase in non-current assets.
Ike (2013) investigated the impact of access to microfinance services on the performance of small
scale women business entrepreneurs in Enugu State. The sample size consisted of 121(71
beneficiaries and 50 non-beneficiaries) SMEs randomly selected from 9 local government areas of
Delta state. Structured questionnaires were used in the collection of data and Double-Difference
Estimator analysis was used in the analysis of data. Results Indicated that the income of beneficiaries
grew by about 46.67% while the income for non-beneficiaries grew by s grew by only 11.6%. the
researcher measured performance as a change in income and did not consider other indices such as
profitability, sales revenue and change in non-current assets.
Amsi, Ngare, Imo, and Gachie (2017) investigated the effect of microfinance credit on the financial
performance of SMEs in Kenya using a sample size of 210 SMEs. Data used was randomly generated
with the use of self-administered questionnaires. The multiple regression model and Pearson
Coefficients correlation were used as a statistical tool. The findings indicate that interest rate, collateral
requirement, and repayment period had a negative effect on SMEs financial performance, whereas
entrepreneur orientation and credit amount had a positive effect on the financial performance of SMEs
in Kenya.
Akingunola, Adekunle, Adegbesan, & Aninkan (2013) examined the effect of micro?nance on
entrepreneurship development in Ogun State. The sample of the study comprised of 300
entrepreneurs in the state. Data were analyzed using Regression analysis ordinary least squares. The
findings indicate a positive relationship between micro?nance and entrepreneurship development in
Nigeria.
Akinbola, Ogunnaike, and Tijani (2013) examined the relationship between the level of access to credit
facilities and business expansion. This study adopted the survey method with the use of a wellstructured self-administered questionnaire. Purposive sampling technique was used sixty responses
were found useful for the analysis. Correlation and regression analysis were used to analyse data. The
results indicate that micro-financing plays major roles in entrepreneurial development in Ojo local
government of Lagos state.
ICAN

6
AC
CU
RA
CY

T
& IN

Y
RIT
EG

International Journal of Accounting & Finance (IJAF)
Vol.9, No.2, September 2020

Micro-finance and Performance of Micro, Small and Medium Enterprises in Makurdi Metropolis

Methodology
The research is descriptive and employs the survey method in assessing the impact of MFIs on MSME
performance in Makurdi metropolis. The descriptive survey design allows the capturing of the
quantitative attributes of the study which leads to a better understanding of a research problem. The
population of the study consists of 1674 registered MSMEs in Makurdi metropolis based on the records
of Benue state ministry of commerce and industry. A sample size of 323 was derived using the Taro
Yamane formula 1964. Simple random sampling method was used in the selection of MSMEs. The
study used primary data collection methods, with data obtained from a survey questionnaire. For this
research, 323 copies of the questionnaires were used for the survey. The questionnaire contains two
sections. The first section collects information on the characteristics of the MSME, while the second
section investigates the objectives of the study. For this study, various techniques such as
Percentages, Frequency Distribution, and chi-square were employed for analysis using the SPSS
statistical package.
Analysis and Results
The results of the Descriptive analyses are presented in table 3 7, while the results of the Inferential
analysis are presented in table 8.1 and 8.2.
Table 3: Gender

Gender
Male
Female
Total

Frequency
245
78
323

Percentage
76%
24%
100%

Source: Field Study 2019
In terms of Gender, Table 3 indicates that the number of male MSME owners which is 245(76%)
exceeds the number of female owners which stands at 78(24%). This indicates that there is a huge
gender divide among MSME owners in Makurdi metropolis Benue state.
Table 4: Type of Business engaged in.
Small business type
Agro-allied
Trading
Service
Others
Total

Frequency
41
158
111
13
323

Percentage
12.69%
48.92%
34.37%
4.02%
100%

Source: Field Study 2019
ICAN

7
AC
CU
RA
CY

T
& IN

Y
RIT
EG

International Journal of Accounting & Finance (IJAF)
Vol.9, No.2, September 2020

Micro-finance and Performance of Micro, Small and Medium Enterprises in Makurdi Metropolis

When it came to the type of business MSMEs engaged in, the trading sector has the largest with
48.92% followed by service at 34.37%, then Agro-Allied at 12.69% and lastly, others at 4.02%.
Table 5: Weather you have ever had access to credit facilities from MF Banks.
Response
No
Yes
Total

Frequency
98
225
323

Percentage
30.3%
69.7%
100

Source: Field Study 2019
Table 5 shows the firms within the sample that have had access to credit for MFIs. It is seen 225 out of
323 respondents representing 69.7%respondents have taken a microfinance loan, while
98representing 30.3% have not taken any microfinance loan.
Table 6: What was the source of finance?
Type
Community-owned
Privately-owned
Government-Backed
Total

Frequency
169
50
9
228

Percentage
74%
22%
4%
100

Source: Field Study 2019
Table 6 indicates that for the respondents that have microfinance, 74% was from community-owned
groups, 22% was privately owned MFIs and only 4% from government-backed MFIs.
Table 7: Reasons for not taking any loan.

Reasons
No information on MFI
Fear of rejection
Loans from other sources
Sufficient internal funds
Others
Total

Frequency
59
9
8
13
6
95

Percentage
62.10%
9.47%
8.42%
13.68%
6.33%
100

Source: Field Study 2019
Out of the 95 respondents that did not take the MFI credit, 59(62%) respondents did not do so because
they had no information on MFI institutions within their locations. The second biggest reason for not
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taking loans was the sufficiency of internal funds with 13(13.68%) respondents followed by fear of
rejection with 9(9.4%), loans from other sources came fourth with 8(8.42%) respondents and finally,
others with 6(6.33%) respondents.
A Test of Research Hypotheses
Ho1: Microfinance credit has no significant effect on the sales revenue of MSMEs in Makurdi, Benue
state.
Ho2: Micro-finance credit has no significant effect on the profitability of MSMEs in Makurdi, Benue
state.
Ho3: Micro-finance credit has no significant effect on the no-current assets of MSMEs in Makurdi,
Benue state.
TABLE 8.1 Hypothesis test
Hypothesis
Effect of Micro-finance on sales revenue
Effect of Micro-finance on profitability
Effect of Micro-finance on Non-current assets

SA (4)
102(0.447)
77(0.338)
52(0.228)

A (3)
49(0.215)
29(0.127)
38(0.167)

D (2)
52(0.228)
55(0.241)
59(0.205)

SD( 1)
25(0.110)
67(0.294)
79(0.346)

Source: Field Study 2019
Table 8.1 shows the effect of microfinance on the performance of small business in Benue state. In
terms of the effect of microfinance on sales revenue, 102(44.7%) respondents strongly agreed and
49(21.5%) agreed that microfinance has an effect on sales revenue while 52(22.8%) disagreed and 25
(11%) strongly disagreed. In terms of the effect of microfinance on profitability, 77(33.8%) respondents
strongly agreed and 29(12.7%) agreed that microfinance has an effect on profitability while 55(24.1%)
disagreed and 67 (29.4%) strongly disagreed. In terms of the effect of microfinance on non-current
assets, 52(22.8%) respondents strongly agreed and 38(16.7%) agreed that microfinance has an effect
on non-current assets while 59(20.5%) disagreed and 79(34.6%) strongly disagreed.
Table 8.2 Results of the Chi-Square Test
Effect of Micro-finance on the performance of
MSMEs

X2

Effect of Micro-finance on sales revenue

452.118

.000

.813

Reject Null Hypothesis

Effect of Micro-finance on profitability

335.029

.000

.700

Reject Null Hypothesis

Effect of Micro-finance on Non-current assets

283.262

.000

.644

Reject Null Hypothesis

Asymp. Sig.
(P-value)

Cramer's V

Remarks

Source: SPSS computation 2019
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Table 8 shows the effect of microfinance on the performance of small businesses in Benue state. In
terms of the effect of microfinance on sales revenue, since the X2 value of 452.118 is greater than the
critical value of 16.92 and the p-value of 0.00 is less than the significance level of 0.05, the null
hypothesis is therefore rejected and we conclude that microfinance affects sales revenue. Cramer's V
has a value of 0.813. This indicates a very strong relationship between microfinance credit and sales
revenue.
When we consider the effect of microfinance on profitability, the X2 value of 335.029 is greater than the
critical value of 16.92 and the p-value of 0.00 is less than the significance level of 0.05, the null
hypothesis is therefore rejected and we conclude that microfinance affects profitability. Cramer's V
value of 0.700 indicates a very strong relationship between microfinance credit and profitability.
In terms of the effect of microfinance credit on non-current assets, The X2 value of 283.262 is greater
than the critical value of 16.92 and the p-value of 0.00 is less than the significance level of 0.05, the null
hypothesis is therefore rejected and we conclude that microfinance affects non-current assets.
Cramer's V value of 0.644 indicates a strong relationship between microfinance and non-current
assets.
Findings And Discussion
The study found that microfinance credit had an effect on sales revenue, profitability, and non-current
assets. This finding is consistent with the work of Danjuma (2017).
The study also found that a large number (76%) of MSMEs in Makurdi metropolis were owned by
males. This indicates that the female population is not as engaged in entrepreneurship activities as
their male counterparts. World Bank (2002) recognizes that women having access to microfinance
credit is an important strategy for reducing poverty. This finding is consistent with the work of Amsi et al.
(2017).
The results of the study also indicate that majority (83%) of MSMEs in Makurdi metropolis are engaged
in trading and services which include hairdressing, barbing salons tailoring, retail shops, bars,
mechanic workshops and food vending. Whereas only a small number (13%)of businesses were
engaged in agro-allied activities. The finding indicates that the percentage of respondents involved in
the agro-allied business is small. This could be as a result of the urban nature of Makurdi metropolis.
However, the agricultural sector has a lot of value chains which can be exploited by residents of the
metropolis.
The study also found that most of the MSMEs investigated 69.7% had received microfinance while
30.3% had not. This indicates that most of the SMEs are catered to by Microfinance Institutions
however more needs to be done to create access for more entrepreneurs. For those that received
microfinance, 74% was from community-based groups. For those that did not receive microfinance,
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62% of them was as a result of little or no information. This suggests that Community-based MFIs are
providing the bulk of microfinance credit within Makurdi metropolis.
Lastly, the study found that 62.1% of respondents do not have access to microfinance credit as a result
of lack of information on MFIs. This indicates the lack of awareness on the sources of finance for small
businesses among the residents of Makurdi metropolis.
Policy Implications And Recommendations
Despite the importance of the MSME sector to economic development, there is evidence that provision
of credit to the sector by conventional financial institutions and MFIs has been insufficient. This study
investigated the effect of microfinance on MSME performance in Makurdi metropolis. The study
reveals that microfinance affects MSMEs sales revenue, profitability and non-current assets.
The findings of this work suggest that community-based groups provide the largest amount of credit
facilities to MSMEs in Makurdi metropolis. Owing to this, Benue state government should partner with
all local governments and the state legislature to enact legislation to formalize and register the
community-based groups to provide the necessary funding to them to expand the reach of
microfinance credit to poor and low-income households. Also, a central database of all registered
community-based groups should be maintained at the state government level under the ministry of
commerce and industry to maintain adequate information on those groups.
There is a need for both the Benue state government and NGOs to support the efforts of MFIs towards
supporting the growth of MSMEs within Makurdi metropolis and Benue state at large. The social
mission objective of microfinance of uplifting the poor should be re-visited by Benue state government
and all local governments by providing funding to expand the reach of microfinance. When this is done,
MFIs will be able to achieve their mission of financing the establishing of new and vibrant MSMEs
thereby generating employment opportunities for and enhancing economic growth.
Women should be encouraged through incentives to encourage the participation of women in
entrepreneurship activities. MFIs in Benue state should partner with Benue state government in
conjunction with NGOs to create awareness and facilitate easy access to microfinance for women. The
study recommends the granting of more loans to women to increase the number of women engaged in
entrepreneurship within Makurdi metropolis.
There is no doubt that MFIs make it possible for MSMEs to secure credit. However, more needs to be
done in the area of creating awareness on the importance of Microfinance in entrepreneurship
development. Government at all levels should partner with non-governmental organizations in
creating awareness on the importance of entrepreneurship and how to access finance. This
awareness campaign should start in secondary schools and tertiary institutions across the state where
special subjects on entrepreneurship are taught. Special incentives such as agricultural shows,
business fora, and farmers' markets should be created by the state government in conjunction with
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NGOs to encourage the participation of entrepreneurs in agro-allied business to tap into the huge
agricultural potentials of the Makurdi metropolis and Benue state as a whole.
MSMEs require a conducive environment to develop. Governments at all levels should confront the
challenge of infrastructural deficit in the state. These include electricity, provision of water and good
road network to connect villages and markets in the state. The lack of adequate infrastructure affects
the ability of MSMEs to be successful. It is by doing all this that Benue state can strengthen her
economy which will result in addressing challenges such as unemployment, high level of inflation,
youth restiveness, insecurity, and political instability.
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APPENDIX 1
Chi-Square Tests

Value

Df

Asymp. Sig. (2sided)

4 52.118a

9

.00 0

Likelihood Ratio

415.1 17

9

.00 0

Linear-by-Linear Association

203.4 20

1

.00 0

Pearson Chi-Square

N of Valid Cases

2 28

a. 3 cells (18 .8%) have expect ed count less than 5. The minimum e xpected count is 3.58.

Symmetric Measures
Value
Nominal by Nominal

Phi
Cramer's V

N of Valid Cases

App rox. Sig.

1.40 8

.00 0

.81 3

.00 0

22 8

a. Not assuming the n ull hypothesis.
b. Using the asymptotic standa rd error assuming th e null hypothesis.
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APPENDIX 2
Chi-Square Tests
Value

Df

Asymp. Sig. (2sided)

3 35.029a

9

.00 0

Likelihood Ratio

360.1 35

9

.00 0

Lin ear-by-Linear Association

172.1 85

1

.00 0

Pearson Ch i-Square

N of Valid Cases

2 28

a. 3 cells (18.8 %) have exp ected cou nt less than 5. The minimum expected count is 4.32.

Symmetric Measures
Value
Nominal by Nominal

Phi

App rox. Sig.

1.2 12

.00 0

.7 00

.00 0

Cramer's V
N of Valid Cases

2 28

a. Not assuming the null hypothesis.
b. Using the asymptotic standa rd error assuming the null hypothesis.

APPENDIX 3
Chi-Square Tests
Asymp. Sig. (2sided)

Value

Df

2 83.262a

9

.00 0

Likelihood Ratio

330.9 38

9

.00 0

Lin ear-by-Linear Association

152.0 20

1

.00 0

Pearson Ch i-Square

N of Valid Cases

2 28

a. 0 cells (0.0 %) h ave expe cted coun t le ss than 5. The minimum expected count is 5.67.

Symmetric Measures
Value
Nominal by Nominal

Phi

App rox. Sig.

1.115

.00 0

.644

.00 0

Cramer's V
N of Valid Cases

2 28

a. Not assuming the null hypothesis.
b. Using the asymptotic standa rd error assuming the null hypothesis.
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APPENDIX 4
Crosstabs (Notes)
Ou tput Created

11-MAY-2019 09:14 :27

Commen ts
Input

Active Dataset

DataSet2

Filter

<none>

Weight

<none>

Split File

<none>

N o f Rows in Working Data
File
Missing Valu e Handling

De finition of Missing

User-defined missing values a re treated as missing.

Ca ses Used

Statistics fo r each table are based on all the case s with valid data in the specif ied range(s) for a ll variables in
each table.

Synta x

Resources

228

CROSSTABS
/TABLES=Eff ectofMicrof inanceont heperfo rmanceofsmallbusinesses BY
EffectofMicrofin ance onsa lesre venu eEffectofMicrofin ance onprofitabilityEffectofMicrofinanceonNon current assets_A
/FORMAT=AVALUE TABLES
/STATISTICS=CHI SQ PHI
/CELLS=COUNT EXPECTED ROW COLUMN TOTAL
/COUNT ROUND CEL L.

Pro cessor Time

00:00:00 .05

Elapsed Time

00:00:00 .06

Dimensions Requested

2

Ce lls Available

174 762
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APPENDIX 5
Ca se Process ing Summary
Case s
Valid

Missin g

Total

N

Percent

N

Percent

N

Percent

Effect of Micro-finance on
Non-cu rre nt assets *
Effect of Micro-finance on
sales revenu e

228

10 0.0%

0

0.0%

228

100.0%

Effect of Micro-finance on
Non-cu rre nt assets *
Effect of Micro-finance on
profitability

228

10 0.0%

0

0.0%

228

100.0%

Effect of Micro-finance on
Non-cu rre nt assets *
Effect of Micro-finance on
Non-cu rre nt assets

228

10 0.0%

0

0.0%

228

100.0
%

APPENDIX 6

Type of MFIs

Ownership

Source of capital

Initial capital

Communityowned MFIs

Community

Shareholder funds

20 million to 100 Private limited
million

Privately initiated Shareholders
MFIs
and Partners

Shareholder funds

20 million to 2 Private limited
billion

GovernmentBacked MFIs

Government grants

20 million

NGO grants

20 million to 100 Private limited
million
20 million
Private limited

Government

NGO
owned NGOs
MFIs
Foreign-owned
Shareholders
MFIs
and Partners

Shareholder funds

Legal form

Government
agency

Source: Zuru, Hashim and Arshad (2016)
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Abstract
The main objective of this study is to examine relationships between entrepreneurial behaviour, choice
of finance and business size among entrepreneurial businesses in Maiduguri Metropolis, of Borno
State. In order to achieve the objective of this study; primary data, gathered using self administered
questionnaire was relied upon for obtaining responses on the subject matter. The questionnaire was
administered on a sample size of 310 entrepreneurs, drawn from among entrepreneurial business
owners in Maiduguri using simple random sampling technique. Combinations of descriptive and
inferential statistical tools of analysis were deployed to analyse and test data gathered. Descriptive
statistics show that respondents have greater preference for personal savings and profits when
making a choice of where to shop for finance to run their business. It was also observed that average
size of entrepreneurial business in Maiduguri metropolis is small at (x = 2.5). With regards to
entrepreneurial behaviour, risk appetite accounted for 33% while resourcefulness accounted for 55%
of observed actions of entrepreneurs in Maiduguri. Inferential statistical analysis was performed by
fitting a structural equation model using AMOS statistical package. Standardised values of the model
shows that the introduction of choice of finance into the relationship between entrepreneurial
behaviour and business size resulted in a negative and significant (â = -0.18; p= 0.009) shift from nonsignificant and negative â=-4.00. Findings of this study provide a premise to conclude that
resourcefulness is an important predictor of behaviour of entrepreneurs. In addition, choice of finance
moderates the relationship between behaviour of entrepreneurs and business size. The implication of
this result is that choice of source of finance has an absolute positive effect on entrepreneurial
behaviour. However when preferred choice of financing is personal savings and profit, entrepreneurial
behaviour will have a greater negative effect on business size.
Keywords: Entrepreneur, Behaviour, Performance, Business size, Finance, Nigeria
Introduction
An entrepreneur is a person who identifies a need and starts a business to fill that void (Fernandes,
2018). In its purest form, an entrepreneur is a sole proprietorship type of business, where the owner of
the business baers both benefits and loss all alone in the process of creating wealth. Over the years
there has been increased concern for job creation in Nigeria. In particular there has been amplified
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attention on promoting entrepreneurship in Nigeria (Tende, 2014). This has become inevitable in an
attempt to curb high rate of unemployment which may be attributed to over reliance on government and
big private sector operators for employment. Since entrepreneurs are budding corporate giants, it is
natural that the more the success story of entrepreneurs in business; the more likely it is that more
investors will want to undertake similar line of business.
Despite the relative importance of this type of business structure, they are handicapped by the volume
of resources at their disposal (Mladenka, Slobodan & Periša, 2016). In the world of business a typical
resource required for survival and growth is finance. Finance according to Merriam-Webster (2019)
online dictionary includes cash and assets. This suggests that entrepreneurial businesses like a typical
business will require proper finance to secure acceptable level of performance which can enhance
competitive advantage. In the opinion of Davoren (2018) finance is a critical factor for securing success
stories in any type of business. This implies that entrepreneurs will need finance to ensure that their
business succeeds. However decision concerning choice of finance will vary among decision makers
because of inherent disposition factors.
Business owners in entrepreneurial set-ups are key decision makers who tend to use organisational
size as a measure of business performance (Rauch & Frese 2000). Most entrepreneurial businesses
structure in Nigeria is sole proprietorship in nature. As such the owner of such business is the key
decision maker. Consequently finance decision with respects to choice of source of finance and how to
spend available finance is a major function of the business owner. In this study finance is considered an
importance resource which entrepreneurs require in order to be successful. Personal savings, loan
from friends and relations, banks, non-bank financial institutions, share venture capital; retained
earnings hire leasing and factoring have been identified as sources of finance available to
entrepreneurs (Ayyagari, Demirgüç-Kunt, & Maksimovic, 2008; Nour 2010). For a typical entrepreneur
in Nigeria, sources of finance include personal savings, loan from friends, relatives and close
associates, trade credits, leasing, disposal of assets, ploughing back of profit, loan from financial
institutions, issuance of corporate securities, installment credits, and borrowing from money lenders
(Aminu, 2012; Lawal, Iyiola & Adegbuyi, 2018).
In the era of globalization and quest for competitive edge, entrepreneurs are required to acquire useful
resources which include finance to spur performance (Khan, Li, Safar & Khan, 2019). Several literature
on entrepreneurship, have attempted to provide logical reasoning for observed levels of performance
using endogenous variables such as motivation as proxies for entrepreneurial behaviour (Ngugi, 2014;
Abulwahab & Damen, 2015; Adesoji, 2015). However, these endogenous proxies have been criticized
because they fail to explain why entrepreneurs behave in the manner they do with regards to
entrepreneurship outcomes like organisational performance (Rauch & Frese, 2009). Consequently,
the adoption of personality trait approach for explaining entrepreneurial behavior has been considered
more appropriate because certain personality traits can help predict business outcomes (Baron, 2004;
Ker, Ker & Xu, 2017). According to Çolakoðlua and Gözükarab (2016) personality traits constructs is an
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aspect of personality psychology theory which provides a platform for describing behavioral patterns in
individuals.
Reflecting on the relative importance of financing to business performance, this study extends
positions of previous studies by using personality trait theory of personality psychology to explain
observed relationships between entrepreneurial behaviour, choice of finance and business size
among entrepreneurial businesses in Maiduguri Metropolis, Borno State. A study of this nature is
imperative for entrepreneurs in Maiduguri, which is still recovering from the aftermath of social
instability. As such the objectives of this study is to ascertain relationships between business size,
choice of finance and entrepreneurial behaviour
The remaining part of this paper comprises of theoretical background, literature review on variables of
the study, method adopted for the study, results and discussion, conclusion and recommendations as
well as practical implication of this study.
Theoretical background
According to Cartwight, Cooper, Rauch and Frese (2008) a personality approach to entrepreneurship
can help in explaining entrepreneurial behaviour. As an aspect of psychology, personality trait theory
posits that personality traits are a significant predictor of social behaviour (Novikova, 2013). This theory
suggests that entrepreneurs as individuals in reacting to situations in their environment will behave in a
certain manner, which will have implication for business outcomes.
Theory postulated by McCrae and Costa (2003), reduced components of personality trait theory to five
factors; also known as the Big Five (Openness to Experience (O), Conscientiousness (C),
Extraversion (E), Agreeableness (A), and Neuroticism (N)). Reclassifying these attributes, on the
bases of three core themes, Kerr, Kerr and Xu (2017), identified components of personality traits as (i)
the personality traits of entrepreneurs and how they compare to other non-entrepreneur groups; (ii)
attitude towards risk that entrepreneurs display; and (iii) the overall goals and aspirations that
entrepreneurs bring to their pursuits. These themes cover most of the main theoretical contributions to
the entrepreneurial traits literature, which are quite diverse. However for the purpose of understanding
and predicting the behaviour of entrepreneurs, Rauch and Frese (2008), recommended risk appetite
(attitude towards risk) and need for achievement (resourcefulness) as predictors, of entrepreneurial
behaviour.
Entrepreneurial behaviour, choice of finance and business size
From a personality psychology perspective, entrepreneurial behaviour involves a combination of
resourcefulness and risk appetite (Kerr, Kerr & Xu, 2017). According to Misra and Kumal (2000)
entrepreneurial resourcefulness (ER) is the ability to identify opportunities in the environment and
regulate as well as direct procedures to successfully cope with the task of creating and managing an
organisation to pursue opportunities. Risk in entrepreneurial behaviour is a cognitive display of making
a choice concerning going ahead with a line of action, where the outcome resulting from that choice is
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less than certain but can be anticipated with known a priori probabilities (Elston & Audretsch, 2007,
Popescu, Bostan, Robu, Maxim, & Diaconu, 2016). Combining resourcefulness and risk appetite,
expresses entrepreneurial behaviour as a preference for innovation and a change in existing
institutions as well as the status-quo, while Gupta and Sebastian (2017) view it as the manner with
which owners or Managers of entrepreneurial businesses develop and communicate direction of their
businesses as a result of the choices they make.
Choice in the world of business involves selecting from available course of actions. As an aspect of
management accounting, choice is influenced by information available to decision makers (Ghanbari
& Vaseli, 2015). As owners of businesses, entrepreneurs will be engaged in the process of making
choices about appropriate sources of finance (. From an entrepreneurial perspective, financing
entrepreneurial business has been studied under entrepreneurial financing. As an emerging area of
research, scholars in entrepreneurial financing have suggested that preference for finance by
entrepreneurs have implications for personality traits because of associated risk (Mustapha & Tlaty,
2018). This implies that choice which is as a result of preference for particular type of finance can
influence entrepreneurial behaviour.
It is suggested in literature that the outcome of entrepreneurial behaviour is often evident in outcome
variables such as performance (Razmus & Laguna, 2018). Performance which is a measure of how
well an entity is doing can be evaluated using number of employees as a proxy for business size
(Alasadi & Abdelrahim, 2007; Radipere & Dhliwayo, 2014). According to Organisation for Economic
Cooperation and Development (OECD) (2019) scale, entrepreneurial business with less than 10
employees is regarded as micro, greater than 10 but less than fifty is small, greater than fifty but less
than two hundred and forty-nine is medium, while an entrepreneurial business with more than two
hundred and fifty employees is categorised as large.
With regards to possible relationships between choice of finance and organisational size, Schiavo and
Musso (2007) are of the view that external financial resources have a positive effect on the growth of
business. Logically the more a business grows, the bigger its size in terms of observable parameters
such as output, employees and customers. In this study it is proposed that combined effect of choice of
finance and entrepreneurial behaviour will be greater than the effect of entrepreneurial behaviour
alone on business size as a measure of business performance.
Methodology
This study adopts a descriptive research design. This design allows for a quantitative measurement of
variables. Maiduguri Division of Corporate Affairs Commission provided record of registered and
operating businesses with entrepreneurial status as at end of year 2017 to be one thousand five
hundred and ninety-five (1,595). Krejcie and Morgan (1970) Small Sample technique was applied to
obtain a sample size of three hundred and ten respondents. The respondents considered for this study
are basically the business owners themselves because of the sole proprietorship nature of
entrepreneurial businesses in Maiduguri. Respondents comprised of entrepreneurs conducting
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business in Maiduguri town. A sample of between 300 and 500 respondents is considered suitable for
Structural Equation Model (SEM) according to Malhotra and Briks (2007).
Using the survey method, primary data was gathered using self-administered copies of questionnaire
to a randomly selected sample of 310 respondents. A total of 305 usable copies of the questionnaire
were collected back over a period of four months with four follow-ups. Questionnaire used for gathering
primary data comprised of four items that were subjected to both validity and reliability tests. Validity of
the instrument was ascertained using content validity while Cronbach Alpha was computed to
ascertain the reliability of data gathering instrument using SPSS. Cronbach Alpha obtained was
greater than recommended minimum of 0.70.
Measurement of variables
Data for choice of sources of finance (FP) was generated by asking respondents to identify their most
preferred source of finance among four distinct sources of finance available to entrepreurs in Nigeria
(Aminu, 2012). The different sources were identified by assigning Arabic numerals 1 to 4 as follows: 1loan from bank, 2-non- financial bank loans, 3-loan from friend and relatives, 4- personal saving and
profits.
Entrepreneurial behaviour (EB) was observed using Risk Appetite (RA) and Resourcefulness (RSF).
These dimensions were recommended by Rauch and Frese (2008). These two components were
measured using an intensity five likert scale type of questions, scaled from 5 to 1; very high, high,
moderate, low and very low respectively.
Performance of entrepreneurial business was observed in-terms of size (OS). Size was observed
using number of employees excluding the owner of the business. Performance was measured using
number of employees to measure organisational size, rather than profit figures as proxy for
organisational size. This is because of reluctance to disclose profit figures. Using the OECD (2019)
scale, business size was scored as follows (1= very small, 2= small, 3= medium; 4=big).
Tools of analyses
A combination of descriptive and inferential statistical tools of analysis was used in this study. Values of
mean were used to provide a description of opinion expressed by respondents while AMOS was used
to fit a model in order to test proposed hypothesis. In using AMOS for SEM, the following indices are
generally reported (Hooper, Coughlan & Mullen, 2008):
CFI: Comparative Fit Index
GFI: Goodness of Fit index
RMSEA: Root Mean Square Error of Approximation
SRMR: Standardised Root Mean Square Residual
Hypotheses in this study were tested in two stages. The first stage was to determine the relationship
between entrepreneurial behaviour and business size. This is presented in Fig. 1. Subsequently,
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choice of source of finance was later introduced into the model to ascertain if there will be any change
in pattern of relationship. Result of second stage is presented in Fig. 2.
H1: Entrepreneurial behaviour significantly affects business size.
H2: Combined effect of entrepreneurial behaviour and choice of finance on organisational size is
greater than the effect of entrepreneurial behaviour alone
Results and Discussion
This subsection presents the data gathered for analysis.
Table 1: Frequency distribution of variables used in this study

Description
Choice of source of finance
Risk appetite
Business Size
Resourcefulness

Mean
4
3
2.5
3

Minimum value
1
1
1
1

Maximum value
4
5
4
5

It can be observed from Table 1, that on the average, sampled entrepreneurs in Maiduguri have high
preference for personal savings and business profit as a source of finance (x =4). Though level of
resourcefulness is moderate (x =3), average business size is small (x=2.5). Risk appetite of sampled
entrepreneurs was also observed to be moderate (x =3).
Test of hypothesis H1
Using AMOS a model was fitted to test effect of risk appetite and entrepreneurial resourcefulness on
business size among entrepreneurial businesses in Maiduguri. Regression value of -0.40 was not
significant at á =0.05 as shown in Fig.1

Fig. 1: model of relationship between entrepreneurial behaviour and business size
The standardized regression weight as observed in Fig.1, suggests that risk appetite and
resourcefulness of sampled entrepreneurs in Maiduguri is negative but do not significantly affect
observed organisational size as a measure of performance at p> á . The model fit indices of Fig. 1, are
presented in Table 2.
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Table 2 : Model fit indices for Fig. 1
Fit indices
Recommended
CFI = 1.000
³
0.95
GFI= .905
³
0.90
RMSEA = .245
<
0.08
SRMR = .00
0.00
With the exception of Root mean square error of approximation (RMSEA), all other indices of fit met
model fit requirement. This suggests that the model is permissible for generalization. The fitted model
above suggests that risk appetite (RA) predicts about 33% of entrepreneurial behaviour (EB), while
resourcefulness (RSF), predicts about 55% of entrepreneurial behaviour. These latent variables are
considered adequate for observing EB, since the summation of the two variables > 50%.
With regards to extent to which EB influences organisational size (OS), a 4% non-significant and
negative variation was observed. Consequently it can be inferred that risk appetite and
resourcefulness predictors of entrepreneurial behaviour is negatively associated with choice of
savings small business size. Within the context of this study, moderate flare for risk and business
adventure has negative implication for business size. Thus owners of entrepreneurial business in
Maiduguri can be said to be risk averse and unadventurous.
Test of hypothesis H2
Preference for finance was subsequently introduced into the model as presented in Figure 2.

Fig.2 Model with preference for source of finance
Table 3: Model fit indices for Fig. 2
Fit indices obtained
Recommended indices
CFI = 1.000
>
0.95
GFI = .905
>
0.90
RMSEA = .245
<
0.08
SRMR = 0.00
0.00
NFI=1.000
>
0.95
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Table 4-: Regression Weights for Fig. 2.
Standardized Regression
Weights

Regression Weights
Relationship
EB
RSF
RA
OS

<--<--<--<---

FP
EB
EB
EB

Estimate
.150
1.000
.920
-.721

S.E.
.031

C.R.
4.769

.217
.277

4.231
-2.602

P
*** EB
RSF
*** RA
.009 OS

<--<--<--<---

FP
EB
EB
EB

1.000
.335
.287
-.179

After introducing choice of finance into the model, in Fig. 2 it can be observed that choice for finance did
cause entrepreneurial behaviour to still negatively but significantly influence observed level of
business size. In Fig. 2, it can be observed that entrepreneurial behaviour is significantly and positively
influenced by choice of finance (EB
FP; b
= 1.000;
Furthermore, the relationship between EB and OS though negative, is significant (b
=-.179, p= 0.009).
It can be observed from the two figures that risk appetite (RA) of sampled respondents is low (29% and
33% in Fig. 1 and Fig.2 respectively). This suggests that the respondents are risk averse and will
unlikely be willing to seek after sources of finance with high risk factors. Though resourcefulness
which is a measure of goal aspiration is moderate in Fig. 1, (55%), it dropped to 34% when choice of
finance was introduced into the model.
These results provide support for the position of Mustapha and Tlaty, (2018) that choice of finance
does influence entrepreneurial behaviour. In addition the negative relationship between EB and OS
which moved from -.40 to -.18 (Fig.1 and Fig.2) provides support for the views of Schiavo and Musso
(2007) that external financial resources have a positive effect on the growth of business. Business size
is used as proxy for growth in this study.
Conclusion and recommendation
It is observed from this study that entrepreneurs in Maiduguri have high preference for personal
savings. This is significantly responsible for observed size of entrepreneurial business. In addition, it
was observed that from result of data analysis that behaviour of entrepreneurs, which is measured
using risk appetite and resourcefulness, do have implication for business size as a measure of
performance.
It is recommended that entrepreneurs in Maiduguri should seek for other sources of finance other than
savings and profit in order to eliminate the negative relationship between EB and OS. In addition,
subsequent studies in this area should consider other possible factors that may account for the
remaining 27% of EB.
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Policy implication
The practical implication of this study is that choice of entrepreneurial financing enhances the effect of
entrepreneurial behaviour on business size. Consequently more attention should be geared towards
availability of finance from sources other than personal savings.
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Abstract
Earnings management is one of the accounting tools employed by managers in order to manipulate
the earnings of their companies through the utilization of accounting choices and discretionary
accruals. Extant literature posits that different dividend policies tend to have varying effect on earnings
management. Prior studies have provided contradictory and conflicting results on the association
between earnings management and dividend policy. This study therefore examines whether earnings
management affects dividend policy of listed diversified conglomerate companies in Nigeria. The
study adopts correlational research design. Secondary data for the study was extracted from the
companies' annual reports and accounts. There are six diversified conglomerate companies listed on
the Nigerian Stock Exchange as at 31st December 2017. The study took a census approach of all the
six listed diversified conglomerate companies over the study period, 2008-2017. Panel regression
technique was employed in analyzing the data collected for the purpose of the study. Results revealed
that earnings management significantly but negatively affect dividend policy of Nigerian quoted
diversified conglomerate companies. In line with the findings, the study recommends that investors
whose primary motive is dividend should focus their investment more on quoted diversified
conglomerate companies as their earnings is free from earnings manipulation.
Keywords: Earnings Management, Discretionary Accruals, Dividend Policy
Introduction
Stakeholders use financial statements to provide information about the financial activities of an entity
for major decision making. One of the fundamental variables of financial statements that stakeholders
and regulators use for effective and efficient decision making is the reported earnings numbers.
Reported earnings, particularly, the “accounting earnings” indicate firm's direction, reduces
information asymmetry and ensures efficient capital allocation. This is achievable only if the managers
did not alter the financial statements. The prevalence of corporate scandals that are related to earnings
management practices have raised concerns and remain contemporary issues to researchers,
regulatory bodies and investing public in the 21stcentury and during the last two decades in particular.
Consequent upon the prevalence of these phenomena, a critical examination of dividends, as a means
of rewarding investors cannot be overemphasized as dividends are components of reported earnings.
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Dividend policy involves the determination of the proportion of earnings to be distributed to investors in
form of dividend and the proportion to retain for business growth. It is considered imperative for the
companies because it involves a decision on the amount of funds that need to be retained for
investment purposes and the amount to be paid out as dividend to investor (Ross, Westerfield, & Jaffe,
2002). Dividend policy also provides information to shareholders with regards to firm performance of a
firm (Foong, Zakaria, & Tan, 2007). Dividend policy comprise all the regulations and guidelines used by
a company in making dividend decisions (Nissim&Ziv, 2001). These decisions constitute the primary
elements of corporate policy.
Earnings management is an unfavorable practice that can affect the reputation and credibility as well
as the stock performance of companies. Bello (2011) argues that earnings management in whatever
form is misrepresentation of true fact and figures of accounts that erode shareholder's confidence on
the reported companies' financials. Moreover, Yero (2012) posits that, management report managed
earnings to manipulate information asymmetry and misguide ill-equipped users. Prior literatures have
shown that earnings management can affect a company's dividend policy (Ali, Shah, Yuan & Zafar,
2010; Kazemi, Rostami & Ghorbani, 2014). This implies that companies are usually attracted to
deliberately alter their earnings, for some reasons such as attracting investors, satisfying shareholders
and creditors. This practice distorts the reported earnings which affects their real performance and
consequently their ability to pay dividends. A major motivation for companies to engage in earnings
management practice is to bolster their earnings and stock price and thus attract investors. However,
this practice may lead to an increase in the accrual components of earnings. Consequently, there may
be an increase in reported earnings and stock market price without a corresponding increase in
dividend payment of the companies.
Most of the previous studies on interaction between earnings management and dividend policy were
conducted in the industrialized Western and Asian countries ( Savov , 2006 Syed, Hui & Nousheen
2010; Jahanzaib, Akbar & Tahira, 2012;Farhan, Neha & Muhammad 2017, Wen, Lilian, Nataliya &
Bohui 2017). In contrast, only few studies have so far been conducted in Nigeria (Augustine, 2014
Idris, Ajide & Aderemi 2014;Idris, Hussaini & Jamila 2015). Similarly, most of the related studies
concentrated on quoted non-financial firms in Nigeria. As a result, their findings appeared too generic
and not sector specific. More so, most of the studies conducted in this area used ordinary least square
and Tobit regression techniques. These techniques fell short of reflecting time variant and other
specific characteristics. Therefore, this study employs more robust regression technique (GLS
multiple regression technique) to take care of the deficiencies in the OLS and Tobit regression
techniques of analysis. Likewise, most of the studies used Jones (1991), Modified Jones (1995) in
segregating discretionary and non-discretionary accruals. Most of the prior studies used models of
discretionary accruals. These models failed to recognize performance in the non-discretionary portion
of accruals, which may influence total accrual, thereby leading to wrong conclusion (Kothari, Leone
&Wasley; 2005). Therefore, this study closed the gap by using performance adjusted discretionary
accrual model of Kothari et al. (2005).
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Nigerian diversified conglomerate companies fall within the important sectors of the economy that
engage in different businesses under one corporate group, usually involving a parent company and
many subsidiaries. They are often multi-industry and most times, large and multinational. They are
made up of different seemingly unrelated businesses, cutting across number of economic subsectors
such as consumer goods, oil and gas, banking and so forth. The diversified conglomerate companies
despite their importance to the Nigerian economy have not attracted sufficient attention from previous
studies sufficiently emphasized on. The listed diversified conglomerate companies are of interest,
since it has been argued that they are more likely to manage earning and more precisely through
revenue and expenses manipulations and change in accounting estimates as they all impact on the
timing and amount of reported earnings.
Therefore, this presents an interesting case for examining whether earnings management can affect
dividend policy with empirical evidence from quoted diversified conglomerate companies in Nigeria.
To achieve the objective of the study, the null hypothesis below is raised to provide direction to the
study:
H0: Earnings management does not have significant effect on dividend policy of listed diversified
conglomerate companies in Nigeria.
The findings from this research have policy implications for shareholders, regulators and researchers.
For instance, recently, regulators have made several attempts to improve the quality of financial
reporting by strengthening corporate financial structures. On the other hand, investors and
shareholder activists have advocated for reduction in fraudulent reporting in order to enhance firm
value. Hence, the findings from this study represent an effort towards understanding the factors
affecting fraudulent financial reporting in terms of earnings management. The findings of this research
are important source of empirical evidence to future researchers and additional contribution to the
body of existing literatures on the subject matter of earnings management as they affect dividend
policy.
The remaining parts of the paper comprise of four sections. Section 2 reviews prior literatures on
earnings management-dividend policy nexus. Section 3 discusses the research method and statistical
tools utilized to test the hypothesis of the study. Section 4 reports and discusses the results of the
study. Section 5 provides the conclusion and recommendations of the study.
Literature Review
Earnings management is evident where “managers use judgment in financial reporting and in
structuring transactions to alter financial reports to either mislead some shareholders about the
underlying economic performance of the company or to influence contractual outcomes that depend
on reported accounting numbers” (Healy & Wahlen, 1999). It represents a deliberate intervention in
the external reporting process in order to obtain private gains (Schipper, 1989). To Gulzar and Wang
(2011), Earnings Management differs from fraud as it involves selection of accounting procedures and
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estimates that conform to Generally Accepted Accounting Principle (GAAP). It occurs within the bound
of accepted accounting procedure. This kind of Earnings Management that is consistent with
Generally Accepted Accounting Principle (GAAP) is not regarded as fraudulent financial reporting.
Although, there is fear that management may the cross border from the true Earnings Management to
fraud. However, once it can be determined that the management manipulated earnings outside the
bound of Generally Accepted Accounting Principle (GAAP) with the intention of deceiving the
perception of investors; the act is regarded as unethical and fraudulent by many analysts.
Accounting accrual items have attracted much attention as tools for measuring earnings management.
The performance matched discretionary accruals model is calculated by incorporating return on
assets (ROA) into the Modified Jones model.
Dividend policy indicates the proportion of earnings in which company retains earnings for future
investments and the proportion it announces as dividend (Goshen, 1995). Retained earnings are
internal financing mechanism used by a company without facing competition from other companies in
the capital market. Dividend policy is used to signify how a company can avoid shareholders' scrutiny in
the capital markets.
According to section 370 subsection (1) of CAMA, (2004) “a company may in the annual general
meeting, declare dividend only on the recommendation of the Directors. The Company may from time
to time pay to the members such interim dividends as appear to the directors to be justified by the
profits of the company”. According to sub-section (3), “the general meetings shall have power to
decrease the amount of dividend recommended by the directors, but shall have no power to increase
the amount recommended”. While sub-section (5) stated that, “subject to the provisions of this act,
dividend shall be payable only out of the distributable earnings of the company”. The emphasis on
earnings in CAMA, (2004) places a burden on company management to reexamine its reported
earnings process (Lev, 1989).
Empirical Review
The desirability for earnings management often stems from the need for a firm to maintain a stable
dividend payout ratio which is considered to be an indicator of future prospects of a firm (1985;
Ambarish, Kose & Joseph 1987). Dividends also address agency problems by mediating between
corporate managers and outsiders (Gomes, 1998; Zwiebel, 1996). Dividend is usually a function of a
firm's reported earnings. Thus the higher the earnings, the higher would be the expected dividend by
the shareholders which will invariably increase on the share value of the firm. On the other hand, lower
earnings may signal lower expected dividends which could impact negatively on the market shares of a
firm. Prior works in support of this propositions have so far shown mixed results.
Syed, Hui and Nousheen (2010) examined the association between earnings management and
dividend policy using a pooled data of 55 Chinese listed companies and 120 Pakistani listed
companies during the period 2001 to 2007.The model of the study was tested using Ordinary Least
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Square (OLS) method. The regression result showed that earnings management has a strong
influence on dividend payout of firms; implying that earnings management has a positive effect on
dividend policy. This study is deficient on the basis of the OLS technique it employed and again the
outcome of the study may not be applicable to Nigerian environment.
Akbar and Tahira (2012) investigated the influence of earnings management and dividend policy using
a sample of 23 companies in Pakistani listed companies between period from 2005 -2009. The study
employed multiple regression model in testing the hypothesis. The study found that earnings
management has a significant negative influence on dividend payout ratio. The findings of the study
may not be the same if conducted in Nigeria, owing to the absolute disparity in environment and the
nature of the diversified conglomerate companies in Nigeria.
In another study, Farhan, Neha and Muhammad (2017) investigated the effect of earnings
management on dividend policy of Pakistani firms for the period 2006- 2016. The study tested the
hypothesis developed using panel regression model based on the assumption that the intercept for
each firm will vary and that the firms have constant slope coefficients. The outcome indicates a
negative relationship between earnings management and dividend policy. The outcome of the study
may not be applicable in Nigeria considering the environment which the companies operate.
Ajide and Aderemi (2014) studied the relationship between earnings management and dividend policy
of quoted non-financial firms in Nigeria for the year 2012. The regression result revealed a negative
insignificant relationship between earnings management and dividend policy. The value of the result
may be reduced as a result of taking just one year into consideration.
Idris, Hussaini and Jamila (2015) examined the impact of earnings management on dividend policy of
listed non-financial companies in Nigeria for the period of 2014. The study used cross-sectional data of
86 out of 129 listed non-financial companies. Tobit regression was employed as technique of data
analysis. The outcome reveals that earnings management has no significant impact on dividend policy
of listed non-financial companies in Nigeria. The result of this study is not robust owing to the fact it
covered only one year (2014) and the sample selection technique is not clear. The result may be more
robust if more years are included and a better sampling technique is employed.
Control Variables
This study used profitability and firm size as control variables to control for the effect of earnings
management on dividend policy.
Profitability:
Profitability is an important control variable in dividend policy studies. Scores of studies have shown
over time that the more profitable a firm is, the more it is likely to pay a reasonable proportion of its
earnings as dividend. A firm that is making losses will not be able to settle its obligations, and the issue
of dividend will not arise except the firm has a large reserve arising from profit made. Mohammed and
ICAN

34
AC
CU
RA
CY

T
& IN

Y
RIT
EG

International Journal of Accounting & Finance (IJAF)
Vol.9, No.2, September 2020

Does Earnings Management Affect Dividend Policy? Evidence from Quoted Diversified Conglomerate Companies in Nigeria

Mohammed (2012), found a positive relationship between profitability and dividend policy. Also Turki
and Ahmed (2013) documented a positive and significant relationship between profitability and
dividend policy. Furthermore, Faruk, Rashel and Akterujjaman (2013), Maniagi, Ondiek, Musiega,
Maokomba and Egessa (2013) found a positive and significant relationship between profitability and
dividend policy.
Firm Size
The size of firm is crucial to the quantum of dividend to be paid to investors. The expectation is that
large firm is assumed to have exhausted all its potentialities within and through diversification which is
associated with stability of cash flow, economies of scale and less failure in some areas. In line with the
above assertion, larger firms will have enough cash at their disposal from which dividend can be
paid.Adelegan (2000), Alkuwari (2009), AL- Shubiri (2011), Kangarlouei, Motavassel, Azizi and
Farahani, (2012), Rufus and Soyoye (2014) established a positive relationship between firm size and
dividend policy.
Theoretical Framework
Agency Theory
The agency theory is predicated on the assumption that managers will usually pursue self-serving
interest to the detriment of shareholders. This tends to create conflict between the managers and
shareholders of the firms. Dividend policy is crucial to the conflict because of managers' motive to
retain resources and the shareholders' desire to be paid dividend. An agency conflict arises from the
divorce between ownership and control. For instance, higher agency cost is incurred by firms where
shareholders' rights are severely restricted because of the possibility of exploiting the rights of weak
shareholder by managers. The importance of monitoring was reemphasized by Allen, Bernardo and
Welch (2000), who noted that firms with regular dividend payment attract more investors with higher
monitoring capacity than small shareholders. This viewpoint posits that if dividend is not paid to the
shareholder, probably it must have been expropriated by managers rather than being invested in
profitable projects. Agency theory explains the possibility for managers to manage earnings;
managers may produce a biased financial report without the opportunity of others to see through it. The
agency theory of dividends posits dividend payments is a mechanism for resolving agency issues
Jensen and Ruback (1983), as cited in Al-Malkawi (2008).
Signaling Theory
The signaling theory posits that “dividend policy can be used as a device to communicate information
about a firm's future prospects to investors by reducing information asymmetry and encourage a
scenario where the more informed party communicates their private knowledge to the less informed
party” (Morris 1987 p.13). The level of disclosure in the financial statements determines the quality of
the signal and the reduction in information asymmetry, which in turn affects the financial statements
preparation process. However, earnings management can create information asymmetry by sending
poor quality signal to the markets. The information irregularity between managers and outside
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investors underlies the sentiment for this argument. Outsiders usually lack the private information
available to managers with regards to the fortunes of the firm (both current and future).
John and William (1985); Miller and Rock (1985) argued that the signaling role of dividend is
precipitated by the prevalence of information asymmetries between insider managers and outsider
shareholders. The study revealed how dividend payments communicate private information to
outsider shareholders. Regularity in the payment of dividend stands out as the most important element
in their theory. Dividend increase announcement communicates good news which is reflected by a
favorable share price reaction, and vice-versa.
Agency theory provided the accepted framework upon which this study is based. The relevance of this
theory to the current study is predicated on the fact that dividend payment is seen as a mechanism for
constraining management from pursing self serving interest and thus reduces the conflict between
owners and management (Kazemi et al, 2014)
Methodology
Correlational research design and ex-post facto design were utilized in this study. The population of the
study is made up of diversified firms listed on the Nigerian Stock Exchange as at 31st December, 2017.
The number of diversified companies listed as at 31st December, 2017 on the Nigerian Stock
Exchange (NSE) and shown in Fact book are six, namely:
Table 3.1: List of Quoted Diversified Conglomerate Companies in Nigeria
S/N

Company Name

1

Chellarams PLC

2

John Holt PLC

3

A.G Leventis (Nigeria) PLC

4

SCOA Nigeria PLC

5

Transnational Corporation of Nigeria PLC

6

UAC of Nigeria PLC

Source: Extracted from the Nigeria Stock of Exchange, 2017
The explanation for choosing conglomerate diversified firms is premised on the fact that, it is still an
area with paucity of studies. Six firms were used as sample of the study and as such census approach
was employed as sampling technique. This is because these firms have available and complete set of
financial statements for the periods under study. The study used secondary sources of data since the
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models of the study require the use of quantitative data. Panel regression based on fixed effect
analysis was used because of the cross sectional and time series characteristics of the data used in
the study.
Models Specification
Consistent with Kothari et al., (2005), the performance Adjusted Current Discretionary Accrual
(PACDA) is used as follows:

Where;
ACCRit: Accruals for firm i in year t,
TAit: Total assets for firm i end year t-1,
? REVit: Revenues in year t less revenues in year t-1 for firm i, ? ARit: Changes in accounts receivable,
PPEit: Gross Property, Plant, and Equipment; Property for firm i at end year t,
ROAit: Return On Assets,
åit: Error term for firm i in year t.
Discretionary accruals (DAcc) which is measured by the residual of equation (1) is usually the
difference between actual total accruals (ACCR) and normal accruals. Thus discretionary accrual is
given by the formula:

The residuals from this industry-year specific regression model are used to determine earnings
management.
Following the estimation of the earnings management from model 1, the model of the study from
which the hypothesis of the study is tested is as follows;
DPR= b
0 +b
1EMit +b
2PROFit+b
3FZit+e
it ……………………………………………….….iii
Where;
DPR= Dividend Payout Ratio; EM = Earnings Management; Control Variable; PROF=Profitability; FZ=
Firm Size
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Variables Measurement
Variables

Measurement

DPR

Dividend Payout

This is the ratio of yearly
dividend to net income

EM

Earnings Management

Earnings management
measured by discretionary
accrual as residual of accrual
model of Kothari et al (2005).
TA it =b
0 +b
1D
REVit /
A it 1+ 2PPEit /Ait -1 + 3ROAit -1
+ µit

PROF

Return on Asset

This is the ratio of earnings
before tax to total asset

FZ

Firm Size

Natural log of total assets

Results And Discussion
The result of the descriptive statistics is provided in the table below.
Table 1: Descriptive Statistics
Variable

Obs

Mean

Std. Dev.

Min

Max

DPR

60

.1002232

.1704768

0

.7877036

EM

60

.0299307

.144092

-.2523

.543322

ROA

60

.045978

.1495068

-.3412175

.8086438

FZ

60

6.329979

1.251812

3.684397

8.266156

Source: Author's Computation, 2018
Table .1 presents the descriptive statistics of the data collected from a sample of 6 listed diversified
companies for the 10 year-period leading to the 60 firm-year observations in the analysis. The mean of
the dividend payout ratio is .1002232 with a standard deviation of .1704768. Implying that the average
dividend payout ratio for the sample firms over the study period is 10 kobo. This showed that dividend
payout ratio of Nigerian quoted diversified conglomerate companies deviated from its mean slightly.
Some firms made loss in certain financial years and could not pay dividends for those years. This
explains the minimum payout ratio of 0.00K and the maximum value of 79 kobo.
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Table 1 further shows the extent of earnings management in the sample firms with a mean of 0299307
(0.03%)and standard deviation of 144092 (0.14%).The value of standard deviation signifies that the
dispersion of the data from the mean value from both sides is wide, implying that there is a significant
variation regarding earnings management of listed diversified conglomerate companies in Nigeria for
the period of study. Moreover, table 1 shows a minimum value of -.2523 which is close to zero and a
maximum of .543322. This shows that the minimum percentage of earnings management of the
sampled firms is -.25% (which is less than 1%).
The control variable, profitability has a mean value of .045978 (0.05%) and standard deviation of
.1495068 (0.15%).The standard deviation of the sampled firms for profitability was higher than the
mean and this could be explained by the losses suffered by some of the sampled firms. The
profitability shows a minimum and maximum of -.3412175 (-.34) and .8086438 (.81%) respectively.
The second control variable, firm size has a mean of 6.329979 with standard deviation of 1.251812 and
a minimum and maximum range of 3.684397 and 8.266156 respectively. This implies a significant
difference across the sample of Nigerian quoted diversified conglomerate companies in Nigeria. This
could be attributed to the variation in sizes of quoted diversified conglomerate companies in Nigeria.
Table 2: Correlation Matrix Table
Variable

DPR

EM

ROA

DPR

1.0000

EM

0.1286

1.0000

ROA

-0.0767

0.0812

1.0000

FS

0.3682

0.2885

0.0364

FS

1.0000

Source: Author's Computation, 2018
From Table 2, it can be observed that there is positive relationship between dividend policy and
earnings management of quoted diversified conglomerate companies in Nigeria with a coefficient of
0.1286. Additionally, the control variable (ROA) has a negative relationship of -0.0767 with dividend
policy. This indicates that there is an inverse relationship between dividend policy and return on asset,
while dividend policy is positively correlated with firm size with a correlation coefficient of 0.3682.
Regression Diagnostics
In order to improve the validity of the statistical inference, and to avoid making wrong inferences, some
robustness tests were conducted. For the purpose of the study, panel regression was used; as such,
various options of panel regression were run. These include OLS regression, GLS regression, random
effect GLS regression, fixed effect (within) regression and Hausman specification test. However, the
most robust of all is fixed effect regression.
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Table 3: Multicollinearity Test
Variable

VIF

1/VIF

EM

1.10

0.911784

ROA

1.09

0.916620

FS

1.01

0.993218

Mean VIF

1.06

Source: Author's Computation, 2018
Based on the evidence presented in Table 3, it can be concluded that there is no Multicollinearity
problem. This is because the VIF values for all the variables are less than 10 and the tolerance values
for all the variables are greater than 0.10. The mean VIF is 1.06.
Table 4: Heteroskedasticity Test
Ho: Constant variance

0.69

Prob> chi2

0.4050

Source: Author's Computation, 2018
Heteroscedasticity arises when the error terms along the regression are not equal. Heteroscedatiscity
was tested using Breusch Pagan's test. Based on the results, it can be concluded that there is no
problem of heteroscedasticity as the chi square is 0.69 which is insignificant (0.4050), compared to 5%
accepted the threshold implying that there is absence of heteroscedasticity.
Table 5: Hausman Test
chi2(3) = (b-B)'[(V_b-V_B)^(-1)](b-B)=

23.59

Prob>chi2 =

0.0003

Source: Author's Computation, 2018
Hausman specification test produced chi-square value of 23.59, which is significant (0.0003)
compared to 5% accepted the threshold implying that there is absence of heteroscedasticity. This
implies that each entity has its own individual characteristics which do not allow entity's error term and
constant to be correlated with other firm's characteristics On this basis, result for fixed effect test was
used for analysis.
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Table 6: Summary of Regression Result

Coefficient

Z-value

P-value

EM

-.0533773

-2.42

0.019

ROA

.0819497

3.89

0.000

FS

.0496327

1.45

0.147

R-sq

0.1444

Wald chi2

24.88

Prob> chi2

0.000

Source: Author's Computation, 2018
In table 6, it can be observed that the R2 is 0.1444. This implies that 14.44% of variation in dividend
payout of quoted diversified conglomerate companies in Nigeria is explained jointly by the
independent and control variables captured in the model. The result suggests that earnings
management, profitability and firm size have combined predictive power of 14% in impacting on
dividend policy of quoted diversified conglomerate companies in Nigeria. The wald-chi2 is 24.88
which is significant at 5%. This is indicative of the fitness of the model. Moreover, the results indicate
that earnings management has significant effect on dividend policy of quoted diversified conglomerate
companies in Nigeria
Table 6 also indicates that earnings management has a significant negative effect on the Dividend
policy of quoted diversified conglomerate companies in Nigeria, from the coefficient of -0.53 with tvalue of -2.42, which is statistically significant at 5%level (p-value of 0.019). This means that earnings
management has a negative relationship with dividend policy of quoted diversified conglomerate
companies in Nigeria. That is, one percent increase in earnings management will change dividend
payout by .05%. Based on these results, it can be observed that quoted diversified conglomerate
companies do not engage in earnings management in order to declare the dividends. On the basis of
this result the study rejects the null hypothesis which stated that earnings management has no
significant effect on dividend policy of quoted diversified conglomerate companies in Nigeria. This
finding is consistent with the findings of the following studies; Akbar and Tahira (2012), Farhan, Neha
and Muhammad (2017), Ajide and Aderemi (2014), Idris, Hussaini and Jamila (2015).
The results reveal that the first control variable, profitability of Nigerian quoted diversified
conglomerate companies has a positive coefficient value of .0819497 which is significant at 1% level.
The result indicates that the profitability of the firm is positively and significantly influencing dividend
payout of diversified conglomerate companies in Nigeria. This shows that profitability and dividend
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payout of the firms move in the same direction; that is the higher the profit earned by the firm, the higher
the dividend declared by the firms. This positive impact of profitability on dividend payout of the firm
implies that for every 1% increase in profitability, the dividend payout will be increased by 8 kobo.The
finding is in tandem with those reported by; Mohammed and Mohammed (2012), Turki and Ahmed
(2013), Faruk, Rashel and Akterujjaman(2013), Maniagi, Ondiek, Musiega, Maokomba and Egessa
(2013).
The results show that the second control variable, firm size is positively and insignificantly influencing
the dividend payout of Nigeria quoted diversified conglomerate companies in Nigeria. This implies that
there is no statistical evidence to support the proposition that firm size influences the dividend payout
ratio of quoted diversified conglomerate companies. This result is consistent with the findings of the
following studies; Adelegan (2000), Alkuwari (2009), AL- Shubiri (2011), Kangarlouei, Motavassel,
Azizi and Farahani, (2012), Rufus and Soyoye (2014).
Conclusion And Recommendations
This study has provided an empirical evidence of a negative relationship between earnings
management and dividend policy of quoted diversified conglomerate companies in Nigeria. The study
further provided evidence of a positive association between profitability and dividend policy of the
sampled firms. There was however no evidence of a relationship between firm size and dividend policy
of quoted diversified conglomerate companies in Nigeria. On the basis of these findings, this study
concludes that earnings management has significant negative effect on dividend policy of quoted
diversified conglomerate companies in Nigeria. The study also concludes that profitability has a
significant positive impact on the dividend policy of quoted diversified conglomerate companies in
Nigeria. In line with the findings, the study recommends that investors whose primary motive is
dividend should focus their investment more on quoted diversified conglomerate companies as their
earnings is free from earnings manipulation.
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Abstract
The purpose of this study is to investigate the influences of the perceived system of justice, the
magnitude of consequences, and social consensus on the ethical decision-making (EDM) process of
professional accountants in Nigeria. This is aimed to provide empirical evidence on the moral
imperatives of dilemmatic ethical situations that will guide appropriate actions towards improving the
EDM process of professional accountants. The study uses a structured questionnaire containing four
pre-tested vignettes of ethical dilemmas and measurement scales to obtain data from professional
accountants, which are analysed using Pearson correlation matrix and multiple regression
techniques. The results show that perceived system of justice (which is perceived to be less efficient as
it should be) has a negative influence, while the magnitude of consequences and social consensus
have positive influences on professional accountants' EDM process. The evidence provided in this
study can be integrated into the ethics code for professional accountants. Professional accounting
bodies such as the Institute of Chartered Accountants of Nigeria (ICAN) and the Association of National
Accountants of Nigeria (ANAN) can use the findings of this study to enhance ethics instructions and
training in educational settings. This study represents one of the first empirical attempts to relate
professional accountants' perception of the Nigerian system of justice to their EDM processes, which
has some implications for future theorisation on EDM.
Keywords: Ethical decision-making, Magnitude of consequences, Social consensus, System of
justice, Professional accountants, Nigeria
Introduction
The issue of ethics in the accounting profession has resurfaced following widespread cases of money
laundering, tax evasion, corporate frauds, and theft of public funds in many countries. Despite the
significant contributions of accountancy to the global economy, recurring news headlines and reports
of questionable accounting practices have attracted severe backlash against the profession (Bakre,
2007; Herbert et al., 2016; Oboh & Ajibolade, 2018; Sikka, 2009). Contrary to the assertion of being
defenders of the public interest, professional accountants are accused of colluding with the directors
and management of companies and with public officeholders, using their professional expertise to
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evade taxes, siphon shareholders funds, misstate companies' accounts and loot public funds (Bakre,
2007; Oboh, 2019; Otusanya, 2010; Otusanya & Uadiale, 2014; Sikka, 2017). Being an issue of global
concern, in 2016, the Group of Twenty (G-20) leaders in alliance with the International Federation of
Accountants (IFAC) appealed to the accountancy profession to be more practical in promoting
financial integrity, transparency and real accountability which will, in turn, restore confidence in
institutions, businesses, and governments all over the world (Kirtley & Choudhury, 2016). By the
profession, accountants are supposed to abide by an ethics code, defend the public interest in
economic and financial matters, and be the conscience of organisations. But contrary to the spirit of the
profession, documented evidence has shown that some accountants wilfully engage in questionable
practices for personal benefits (Bakre, 2007; Oboh & Ajibolade, 2018; Sikka, 2009; Uche, 2002). The
estimated annual revenues lost to questionable accounting practices globally should be about $2.6
trillion (Oboh, 2019; Sikka & Lehman, 2015).
In response towards addressing some of the issues of questionable accounting practices, over the
past thirty years of business ethics research, considerable research efforts have been vested towards
understanding accountants' ethical decision-making (EDM) processes and moral development.
These research efforts are, however, limited to the developed countries like America and other
European countries. Empirical evidence from developing countries with high corruption profile and
weak governments are sparse (Musbah, Cowton, & Tyfa, 2016; Oboh, 2019). Notably, in Nigeria, there
is a dearth of empirical evidence on the influences on accountants' moral development and EDM
processes. The few studies (e.g., Bakre, 2007; Ajibolade, 2008; Adeyeye, Adeyemi, & Otusanya, 2010;
Ogunleye, 2015) which exist are limited to individual demographics such as age, gender and
experience, and organisational factors. Empirical evidence on the way professional accountants
perceive the system of justice in Nigeria and moral intensity of ethical issues appears to be missing in
prior studies. There is, therefore, a need to advance our knowledge on how accountants' perceptions
of the system of justice and moral intensity of ethical issues influence their EDM process. This could
serve as a guide to accounting educators and professional accounting bodies in Nigeria (and other
developing countries) towards the moral development and training of current and prospective
professional accountants.
Accordingly, this study builds on survey data to provide empirical evidence on the influences of two
dimensions of Jones' (1991) moral intensity construct (magnitude of consequences and social
consensus) on three stages (ethical recognition, ethical judgment, and ethical intention) of Rest's
(1979) EDM model. The study provides further insight into the way professional accountants perceive
the Nigerian system of justice and how their perception influences their EDM processes. Nigeria
constitutes the domain for this investigation because of its paradoxical position in the global scene.
Firstly, as Africa's largest economy, a nation blessed with abundant natural and human resources.
Secondly, as one of the most corrupt nations in the world (Ajibolade & Oboh, 2017, Transparency
International, 2017; Oboh, 2019). Over twenty years (1996 to 2016), Transparency International has
ranked Nigeria consistently among the most corrupt nations in the world. In a report published in 2017,
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Transparency International ranked Nigeria 40th and 21st most corrupt country among 176 countries
and 46 Sub-Saharan African countries respectively. This deplorable position of Nigeria in the world's
corruption perception index (CPI) provides further justification for this study. The study, therefore, has
value for the accounting profession in Nigeria and, by extension, other developing countries with high
corruption profile and weak governments.
As the two foremost professional accounting bodies in Nigeria, the Institute of Chartered Accountants
of Nigeria (ICAN) and the Association of National Accountants of Nigeria(ANAN), seek to enhance their
members' moral conducts, this study provides empirical evidence to assist not only these accounting
bodies but also accounting educators and regulators towards the moral development of current and
future accountants. The evidence in this study can be integrated into the ethics code for professional
accountants. It can also be used to enhance moral instructions and training in educational settings. The
study has potentials to contribute to the development and design of a well-thought-out curriculum for
accounting ethics education at the undergraduate level, as there is yet to be a provision for a discrete
ethics course in the Benchmark Minimum Academic Standards (BMAS) of NUC in Nigeria (Ogunleye,
2015; Oboh & Ajibolade, 2018; Oboh, 2019). This is important because introducing future accountants
to issues of moral intensity and ethical dilemmas would aid their moral development and EDM
processes. The other parts of the study are organised as follows: the literature review which includes
the conceptual framework, theoretical underpinning and hypotheses development; the methodological
choices are next explained, followed by the results and discussion, and then, the conclusion and
limitation of the study.
Literature Review
A Brief on the Nigerian System of Justice
Generally, the government of any nation has an exclusive duty to combat crimes and ensure justice,
peace, and order. In Nigeria, the government combats crimes through its judiciary arm, being the third
wing of government saddled with the duty of interpreting the law and maintaining its integrity. According
to Adeosun (2018), the process and system of combating crimes are known as the criminal justice
system. The system has an overall objective not only to punish crimes but also to control and inhibit
them. It plays a central role in maintaining law and order under three wings - namely, the police, the
courts, and the prisons. The system embodies a whole range of crime-regulating procedures designed
to maintain order, peace, and tranquillity (Moses, 2011). It performs its task through various means of
investigating, apprehending, arraigning, arbitrating, and sanctioning of individuals who violate
constituted laws and authorities. The effectiveness of the system is measured generally by its capacity
to achieve the objectives of deterrence, justice, rehabilitation, and reintegration (Moses, 2011; Ukwayi
& Okpa, 2017). While the 1999 constitution makes provision for an autonomous judiciary, it appears as
though the judiciary is subject to pressures from the executive and legislative wings and influences by
desperate politicians. Despite the crucial roles being played in the fight against financial and economic
crimes, the Nigerian system of justice appears to suffer from inefficiency and widespread corruption
(Akanmidu, 2018). There is a need for the justice system to avoid sentiments and biases, corrupt
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inducement of judges, and delay in justice delivery. As it seems, the justice system in Nigeria may need
considerable reformations to restore justice in the system again (Esoimeme, 2018).
Moral Intensity
Thomas Jones first introduced the concept of moral intensity into empirical literature in 1991. He
criticises existing ethics models for failing to recognise the nature of an ethical issue itself and its
influence on EDM processes in organisations (Jones, 1991). For Jones, existing models present an
incomplete picture of individuals' EDM processes because they allude that irrespective of the
characteristics of the ethical issues involved, individuals will decide and act in the same way. To
address these deficiencies in existing ethics models, Jones adapted to Rest's (1979) EDM model to
design the moral intensity construct which incorporates the moral imperatives of ethical issues in a
situation (Jones, 1991; Craft, 2013). The construct, although consists of six components (See Table 1),
Jones notes that each component is independent and can influence EDM significantly.
Table 1: Moral intensity dimensions
Dimensions
Magnitude of consequences

Meaning
The extent of harm (or benefit) done to the victims
(or beneficiaries) of a moral act

Social consensus

The extent of societal agreement that an intended
act is evil (or good)

Probability of effect

The likelihood that an act will eventually occur and will cause the
predicted harm (or benefit)

Temporal immediacy

The period between the present and the inception of the consequences
of a moral act

Proximity

The sensation of closeness (cultural, social, psychological or physical)
that a moral agent has for victims of the evil act

Concentration of effect

The function of the number of individuals being affected by an act of
a given magnitude

Source: Jones (1991)
According to Jones (1991), there is a variability of moral issues concerning their intensity, and the
issue-contingent model of EDM could add considerably to the understanding of moral processes in
organisations. That is, the influence of moral intensity may vary significantly from one issue to another
issue of morality, with many issues realising low levels and a few issues realising high levels. Although
Jones' moral intensity construct contains six components or dimensions, it is the interest of this study to
examine the first two dimensions - the magnitude of consequences and social consensus. While these
two dimensions of moral intensity have received more research consideration in business ethics
studies than the other four (Lehnert et al., 2015; Oboh, 2019), the evidence of their effects on EDM is
limited to studies from the developed nations (Musbah et al., 2016). Evidence relating to their effects on
EDM from developing nations is sparse. Besides, in his submission, Jones calls for more research
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efforts to provide evidence on the significance of the moral intensity construct as it affects EDM
processes. Accordingly, this study builds on data from Nigeria, which represents developing countries
with high corruption profiles and weak governments, to help our understanding on how professional
accountants perceive moral issues and how their perception influences their EDM processes in
dilemmatic ethical situations.
James Rest Ethical Decision-Making (EDM) Theoretical Model
The model of EDM developed by James Rest in 1979 is the most crucial framework in understanding
EDM processes within organisations (Craft, 2013; Schwartz, 2016; Musbah et al., 2016). It is a
theoretical model of decision-making that identifies four distinct psychological processes involved in
the decision to behave ethically. The model, which describes individual cognitive stages in a decisionmaking situation, has four stages, namely ethical recognition, ethical judgment, ethical intention, and
ethical behaviour. Ethical recognition, which is stage one of the model, is fundamental in the whole
process of EDM because being ethically sensitive is fundamental in initiating the EDM process (Rest,
1982; Trevino & Blown, 2004). This stage involves individuals' ability to recognise that an intended
action or decision could affect the good, expectations and interests of some individual directly or
indirectly in a manner that may violate one or more moral principles, or by conflicting a common
practice or universally held social norm (Rest, 1982, 1986). The theories of reasoned action (TRA) and
planned behaviour (TPB) suggest that an individual's ability to identify ethical situations are influenced
by background factors such as personal, social and informational factors (Rest, 1986; Ajzen &
Fishbein, 2005). Jones' model also suggests that moral intensity plays a crucial role in recognising
moral issues and, consequently, in engaging in the act of EDM (Jones, 1991). Generally, individuals
have the notion that to be ethical is straightforward, and when confronted with an ethical situation, they
would easily decide on the right thing. However, this is rarely true because ethical decisions do not
come with signs to the decisionmaker (Trevino & Blown, 2004), and a majority of decisionmakers do
not always recognise or perceive that a decision may involve an ethical issue (Rest, 1982). In reality,
the processes of ethical judgment are seldom initiated without the decisionmaker recognising or
perceiving the nature of an ethical issue. While ethical sensitivity does not mean ethicality (Sparks &
Hunt, 1998), recognising a moral issue initiates the ethical judgment phase, and understanding this
first step is central to the understanding of the EDM process more generally (Rest, 1982; Trevino &
Blown, 2004).
Ethical judgment, which is stage two of Rest's EDM model, involves deciding on the most ethical
course of action among possible alternatives (Rest, 1982; Schwartz, 2016). At this stage, when
confronted with dilemmatic ethical situations, individuals should be able to judge and decide on the
most ethical option among the available alternatives, which depends mostly on the individuals'
cognitive aptitude and moral development stage (Rest, 1986). This stage was modelled principally
after Kohlberg's cognitive reasoning and moral development (CMD) theory. The theory, which was
developed by Lawrence Kohlberg in 1958, addresses how the cognitive processes of EDM become
more sophisticated as individuals develop (Kohlberg, 1973; Rest, 1982; Trevino, 1986; Craft, 2013;
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Schwartz, 2016). It holds that moral reasoning is the basis for ethical judgment and behaviour.
Kohlberg argues that individuals' ability to make ethical judgment develops in stages in a six-stage
progression grouped under three levels of morality, namely pre-conventional, conventional, and postconventional levels (Kohlberg, 1973). At the pre-conventional level, Kohlberg argues that individuals
are responsive to cultural rules and labels of 'good' and 'bad,' 'right' or 'wrong,' mainly when expressed
in terms of physical or hedonistic consequences of action (punishment, rewards, and exchange of
favors). This level of morality consists of the first and second stages of moral development, which are
punishment and obedience orientation and instrumental relativist orientation. At the conventional
level, Kohlberg notes that individuals become aware of the interest of others and their duties to society.
These individuals seek to maintain the expectations of their families, groups, or nation, which is
perceived as valuable in their own right regardless of immediate and undeniable consequences. This
level of morality consists of the third and fourth stages of moral development, which are good boy--nice girl orientation and law and order orientation. At the post-conventional level, Kohlberg defines
morality in view of legality and application different from the authorities of the groups or persons holding
the principles. These principles are generally agreeable to individuals who strive to live in a just society,
and they withstand tests of logical comprehensiveness. This level of morality consists of the fifth and
sixth stages of moral development, which are social-contract legalistic orientation and universal ethical
principle orientation.
Still, within the ethical judgment stage, Sparks and Hunt (1998) argue that the processing required for
making ethical judgments might not occur if no problem is perceived. Therefore, for individuals to be
able to decide on the available courses of action that is morally right, they have to first perceive or
recognise the moral issues itself in the situation. Here, an individual's perception of the presence of a
moral issue, alternatives and consequences may be affected by specific experiences, which in turn,
alongside with deontological norms, and the appraisal of consequences, may lead to teleological and
deontological evaluations, and then, to moral judgments (Jones, 1991; Trevino & Blown, 2004). The
intuitionist models, however, project that a decisionmaker does not engage in the cognitive process,
but makes decisions “intuitively” outside of consciousness (Woiceshyn, 2011). Prior business ethics
studies have shown that the ability of individuals to make a moral judgment is affected by individual and
organisational variables, and the characterisers of the issue itself (Jones, 1991; Craft, 2013).
The ethical intention, which is stage three of Rest's EDM model, is the subjective probability that a
particular behavioural substitute will be implemented (Ajzen & Fishbein, 2005). This stage is an
essential determinant of ethical behaviour (Buchan, 2005). It holds that an individual must have the
desire to be an ethical person to act ethically and make ethical decisions (Mintz & Morris, 2008).
According to Armstrong et al. (2003), ethical intention is the commitment to an ethical course of action,
preferring ethical values to other values, and assuming personal responsibility for the outcomes.
Generally, while an individual is pressured internally (influences within) and externally (outside
influences) to lessen the desires to act ethically, the individual must prioritise a specific ethical
alternative over other alternatives (Mintz & Morris, 2008). The theory of planned behaviour (TPB) is
known to provide explicitly a classic framework in understanding the variables that associate with
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individuals' ethical intention (Ajzen, 1991; Ajzen & Fishbein, 2005; Ajibolade, 2008). The theories of
reasoned action and planned behaviour, which are devoted to the third and fourth stages (ethical
intention and ethical behaviour) of Rest's model, hold that ethical intention is the immediate precursor
to ethical behaviour which is influenced by individuals' attitudes towards a behaviour, subjective norms
and perceived behavioural controls (Ajzen, 1991; Ajzen & Fishbein, 2005). According to Trevino and
Blown (2004), though individuals may intend to make right decisions, but may not be able to follow
through with their intentions and do what is right because of internal and external pressures. Hence,
the intention to act ethically may not automatically translate to actual action in the face of a real-life
situation (Ajibolade et al., 2014). Prior evidence suggests that individuals' intention to behave ethically
may be influenced by individual, organisational and social factors (Ford & Richardson, 1994; Ajzen &
Fishbein, 2005; Craft, 2013; Musbah et al., 2016).
Ethical behaviour is stage four and the final stage of Rest's EDM model. Here, individuals act or make
decisions based on their intention (Ajzen, 1991). At this stage, Rest (1982, 1986) argues that
implementing or executing a proposed action plan involves setting the order of actual actions, going
around unexpected difficulties and impediments, overcoming frustration and fatigue, repelling
distractions and other allurements and keeping the focus on the ultimate goal. Although the EDM
framework follows a sequential prototype, Rest (1979) notes that the stages of the framework are
different and that success in a stage does not guarantee success in any other stage. Usually, an
individual may know what is ethically right and have the desire to act ethically, but internal and external
pressures may influence the individual to act otherwise. Therefore, individuals at this stage must
develop the willpower to act ethically and make ethical decisions (Rest, 1986; Mintz & Morris, 2008;
Shawver & Sennetti, 2009; Valentine et al., 2014). Behaviourists and psychologists have shown that
individuals are influenced, motivated and compelled by internal and external factors to behave
ethically or otherwise when faced with situations that may be unclear or ambiguous on what the ethical
stance should be (Dellaportas, 2006; Mintz & Morris, 2008). Determination, competence,
resoluteness, and character are virtues of this stage of EDM process (Rest, 1982). Generally, this
stage of the EDM model is the least researched (O'Fallon & Butterfield, 2005; Craft, 2013), which
according to Musbah et al. (2016) is a sensitivity area and quite challenging to measure.
Accordingly, this study examines ethical recognition (moral awareness or sensitivity), ethical judgment
and ethical intention, three of the four stages of Rest's EDM model. Ethical behaviour, which is the
fourth and final stage, was not considered due to measurement issue and bias (Trevino, 1992; Musbah
et al., 2016; Oboh, 2019). Besides, many behavioural theories and models suggest that the best sole
predictor of an individual's behaviour is his/her intention to perform the behaviour (Flory et al., 1992;
Ajzen & Fishbein, 2005). In prior studies, ethical intention has been used to proxy for ethical behaviour
because it is believed that the more serious the intent to perform a behaviour, the likelihood that the
behaviour would be performed (Buchan, 2005; Craft, 2013).
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Prior Evidence and Hypotheses Development
Generally, there is little or no evidence relating accountants' perception of the Nigerian justice system
to their EDM processes. However, some few studies have found a significant relationship between the
system of justice in Nigeria and economic and financial crimes, which we can learn from and build
upon. For example, Salihu and Gholami (2018) examined the issues of corrupt practices in the
judiciary, the implications on the administration of justice, and the war against corrupt practices in
Nigeria. Findings from the study show that the Nigerian judicial system is dominated by corrupt
practices, which stand as the major obstacle to the fight against economic and financial crimes in the
country. We understand from Salihu and Gholami that the fight against economic and financial crimes
suffers defeat because of the corrupt state of the justice system in Nigeria. Accordingly, a corrupt
judiciary system may have a negative influence on the moral disposition of the populace of a society.
That is, when members of society perceive the place of justice to be infested with injustice and corrupt
practices such as delayed justices, bribery, and sentiments, they may be influenced negatively to
compromise their moral conducts. Arguably, this submission resonates with the position of the Holy
Bible, which says that “Because sentence against an evil work is not executed speedily. Therefore the
heart of the sons of men is fully set in them to do evil” (Ecclesiastes 8:11, King James Version).
Accordingly, we may relate Salihu and Gholami's argument to the fact that the way individuals perceive
the justice system of a society may influence their morals, whether positively or negatively may depend
on their perception of the system.
Furthermore, the investigation of Esoimeme (2018) provides some understanding of issues relating to
the new anti-corruption policy of the Nigerian Judicial Council. From his investigation on the level of
effectiveness of the deterrent measures of the new anti-corruption policy, we understand that for the
anti-corruption policy to be active and achieve its desired objectives, the Nigerian judicial system
would need a considerable transformation. Esoimeme's position suggests that economic and financial
crimes thrive in Nigeria because the Nigerian judicial system is plagued with many systemic problems.
Therefore, it should be of interest to the accounting profession and other stakeholders to understand
how accountants perceive the justice system in Nigeria and how their perception of the system affects
their EDM process in dilemmatic ethical situations. This is important because accountants are
supposed to be defenders of the public interest in economic and financial matters. They are supposed
to promote financial integrity, transparency, and real accountability, which are requisite to stimulating
actual development and economic prosperity (Kirtley & Choudhury, 2016). Thus, to form an opinion on
how the perceived system of justice influences the EDM process of professional accountants in
Nigeria, this study is designed to test the following hypotheses:
H1a: The perceived system of justice in Nigeria has a significant influence on the ethical recognition of
professional accountants.
H1b: The perceived system of justice in Nigeria has a significant influence on the ethical judgment of
professional accountants.
H1c: The perceived system of justice in Nigeria has a significant influence on the ethical intention of
professional accountants.
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Furthermore, concerning the issues of moral intensity, in a review of over a hundred empirical articles
that test the EDM model in business, Loe, Ferrell, and Mansfield (2000) found only two studies that
investigated the dimensions of moral intensity of which both studies reported a significant influence on
EDM process. Moral intensity is one of those themes in business ethics in the call for more research
evidence across regions (Craft, 2013; Musbah et al., 2016). This is because a large portion of prior
evidence on moral intensity variables and EDM is from the developed nations, mostly from the United
States (US) and other European countries. In examining the individual, social and organisational
sources of sharing and variation of moral reasoning among managers in the US, Granitz (2003) applied
the regression analysis approach and found that among other variables, personal moral intensity had
the most substantial influence on sharing and variation of moral reasoning among the managers.
Applying a multivariate analysis of variance (MANOVA) tests, Leitsch (2004) examined differences in
the perception of moral intensity in the EDM of accounting students in the US. Leitsch's results show
that the magnitude of consequences, the concentration of effect, proximity, and the probability of effect
indicate more influences than social consensus and temporal immediacy on the students' EDM.
O'Fallon and Butterfield's (2005) review of one hundred and seventy-four articles on EDM shows that
all of the thirty-two articles on moral intensity except one found a consistent result.
Further evidence from McMahon and Harvey (2007) shows that perceived moral intensity factors were
among the variables that significantly predicted the ethical judgment of undergraduate students at a
large university in the United States. Wasieleski and Hayibor (2008) examined whether certain features
of moral intensity aid an individual's ability to identify violators of a conditional rule of a social contract.
The results from the z-test show no significant association between moral intensity features and ethical
recognition or awareness. The findings of Miyazaki (2009) show that the amounts of deductibles in an
insurance claim situation influenced the perceived ethicality and fairness regarding an insurance
claim-padding incident. The ANOVA results indicated that higher amounts of deductibles resulted in a
stronger perception that insurance claim padding is just to the insurance company and weaker
perceptions that the behaviour is questionable. In an exploratory study, Mencl and May (2009)
investigated the direct influences of and associations between the magnitude of consequences and
several types of proximity (psychological, social & physical) and the effect of empathy on the EDM of
human resource professionals in the US. The correlation and regression analyses show that the
magnitude of consequences has a direct relationship with principle-based evaluation.
Karacaer, Gohar, Aygün, and Sayin (2009) investigated the influences of individual values on EDM
among Pakistani and Turkish professional accountants. While the study shows no difference in mean
scores of perceived moral intensity in Pakistan and Turkey, the regression analysis shows that
perceived moral intensity influenced the ethical judgments and behavioural intentions of professional
accountants in the two countries. Similarly, comparing the US and Ireland, Sweeney, Arnold, and
Pierce (2010) investigated the influence of the perceived moral culture of firms and selected
demographic characteristics on auditors' moral evaluation of, and intention to engage in, different time
pressure-induced dysfunctional behaviours. The findings from the Pearson correlation, factorial
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analysis, and regression estimates suggest that perceived pressure to engage in dysfunctional
behaviours and unethical tone at the top were significant in forming an ethical evaluation. However,
only perceived unethical pressure had a significant impact on the intention to engage in the
behaviours. The results also show that the country significantly influenced the analysis outcome, with
US respondents reporting higher ethical evaluations and lower intentions to engage in unethical acts
than Irish respondents. In Craft (2013), twenty-two articles relating to moral intensity and EDM were
reviewed: five on moral recognition, twelve on moral judgment, and five on moral intention. The
outcome of the review shows that all twenty-two studies reported significant effects of moral intensity
dimensions on EDM process.
Bobek, Hageman, and Radtke (2015) assessed the extent to which professional role, gender, and
decision context influence the EDM of public accounting professionals in the US. The results from the
correlation analysis and ANCOVA show that moral intensity related significantly to males' EDM, and
not to females' EDM. In another exploratory study, Nathan (2015) examined how South African
circumstantial and social influences affect the moral standards of prospective chartered accountants in
South Africa. The study found that environmental and societal variables, including lack of
consequences, egoism, and justification, negatively influenced the ethical standards of prospective
South African chartered accountants. Ogunleye (2015) also found in Nigeria that situational variables
significantly influenced the ethical perception and predisposition of accountants than personal
demography. Further evidence from Musbah et al. (2016) shows that magnitude of consequences,
social consensus, and temporary immediacy are significant determinants of the EDM process among
Libyan management accountants. Revisiting the issues of moral intensity and EDM, Shawver and
Miller (2017) examined whether the perceived moral intensity of accounting students could be
enhanced with a limited ethics intervention in an advanced accounting course. The results from the
multivariate analysis show that after the intervention, moral intensity is more related to moral
recognition, moral judgment, and moral intention of senior accounting students in two medium-sized
liberal US universities.
Commonly, the findings on the influence of moral intensity on EDM process have been consistent over
the years. Most of the studies reported positive influences of moral intensity dimensions on EDM. This,
therefore, suggests that the right perception of the moral imperatives of a situation involving an ethical
dilemma would influence EDM process positively. As argued by Shawver and Miller (2017), moral
decisions are influenced heavily by the intensity of the moral issue, and that the more flagrant the act,
the more individuals assess it as unethical. Generally, while there is a consensus among accounting
and business ethics academics that moral intensity components correlate with EDM positively,
majority of the studies on moral intensity are from the developed nations. There is limited empirical
evidence from less developed and developing countries where the issue of corruption is alarming.
Therefore, providing empirical evidence on the influence of moral intensity on EDM using samples
from Nigeria, a country with high corruption profile and weak government, would be a significant
contribution to the body of literature on moral intensity and EDM. Accordingly, the current study is
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designed to test the following hypotheses relating to the magnitude of consequences, social
consensus, and EDM:
H2a: The magnitude of consequences of an ethical issue has a significant influence on the ethical
recognition of professional accountants.
H2b: The magnitude of consequences of an ethical issue has a significant influence on the ethical
judgment of professional accountants.
H2c: The magnitude of consequences of an ethical issue has a significant influence on the ethical
intention of professional accountants.
H3a: The social consensus of an ethical issue has a significant influence on the ethical recognition of
professional accountants.
H3b: The social consensus of an ethical issue has a significant influence on the ethical judgment of
professional accountants.
H3c: The social consensus of an ethical issue has a significant influence on the ethical intention of
professional accountants.
Methodology
Research Design, Population, and Sample Size
A survey design was adopted for this study, and data were collected from professional accountants
working in private and public organisations. These professionals are members of ICAN and ANAN,
Nigeria's foremost and oldest professional accounting bodies. The available records of ICAN and
ANAN memberships show that these Institutes have about 41,774 and 20,049 members respectively
(ICAN, 2017; ANAN, 2017), which gives a population of 61,823 professional accountants. The study
used Yamane's (1967) formula to determine the sample size to be 397 professional accountants drawn
from private and public organisations.
Research Instrument and Measurement of Variables
This study uses a structured questionnaire containing pre-tested measurement scales to obtain data
from professional accountants. Specifically, it adopted three pre-tested vignettes of moral dilemmas
from Flory et al. (1992), which were created initially by the Institute of Management Accountants (IMA)
in the US. Over three decades of accounting and business ethics research, these vignettes have been
certified as reliable and valid in measuring ethical variables (Leitsch, 2004; Musbah et al., 2016). The
characters, organisations, and places in each vignette were changed to appropriate the vignettes into
the Nigerian situation. Also, one vignette from Oboh (2018) was used in this study, which involves
different moral issues commonly found in many organisations in Nigeria. The four vignettes and scales
were used to measure the magnitude of consequences, social consensus, and the stages of EDM
(ethical recognition, ethical judgment, and ethical intention).
n = N/(1 + Ne^2). Where 'n' = sample size, 'N' = population and 'e' = error limit (5%). N = 61,823;
Sample size: n = 61,823/[1 + 61,823 x (0.05)2] = 397.
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To measure perceived system of justice, the respondents were asked to rate the Nigerian system of
justice in a 4-point Likert type scale, from 'very efficient' (4) to 'not efficient' (1). The measurement of
moral intensity and the stages of EDM were based on the adopted vignettes and scales. The
respondents were asked to indicate their level of agreement to each statement associated to the
vignettes on a 5-point Likert scale, from 'strongly agree' (5) to 'strongly disagree' (1). To measure
ethical recognition, the respondents were asked to indicate whether the situation in each vignette
involved an ethical problem. The respondents were also asked to indicate whether they agreed with
the decision of the decision maker in each vignette to measure ethical judgment. To measure ethical
intention, the respondents were asked to indicate whether they would make the same decision if they
were the decision-maker in each vignette (reversed-coded). To measure the magnitude of
consequences, the respondents were asked to indicate whether the overall harm (if any) as a result of
the action of the decision maker would be minimal (reversed-coding). Social consensus was measured
by asking the respondents to indicate whether most people would agree that the action of the decision
maker is wrong (see Singhapakdi et al., 1996; Musbah et al., 2016; Leitsch, 2004).
Subject experts scrutinise the questionnaire to ensure content validity and reliability. The instrument
was pre-tested on twenty chartered accountants (ICAN members), which were excluded from the
survey. With the support of five assistants, the instrument was administered to the respondents in their
offices. Contact persons in large organisations were given some copies of the questionnaire who
distributed to the respondents (only members of ICAN and ANAN) in those organisations, which were
collected within the specified period (fourteen days). In all, 397 copies of questionnaire were
administered, and 352(88.66%) copies were returned. Of the copies returned, 329 (82.87%) were
found usable for analysis, which is considered a satisfactory response rate. To address the issue of
social desirability bias, the research instrument was accompanied with a cover letter which had the
official address and logo of the researcher's University. The respondents were duly informed in the
cover letter of the purpose of the study (an academic exercise), and they were assured of the
confidentiality of their responses. This may be one of the reasons for the high response rate recorded in
the study. The response rate achieved may also be attributed to the respondents' group (professional
accountants in private and public organisations) and method of questionnaire distribution (personal
contact) (see Randall & Gibson, 1990; Bampton & Cowton, 2013). Cronbach alpha was computed to
establish a degree of reliability of the instrument. The values obtained for the combined measures for
magnitude of consequences and social consensus are 70% and 73% respectively, while that of ethical
recognition, ethical judgment, and ethical intention are 69%, 56%, and 71% respectively; thus, alluding
that the instrument and scales used in measuring the variables are reliable, stable and consistent (see
Nunnally, 1978; Field, 2009).
Model Specifications and Data Analysis Method
To test the proposed influences of the perceived system of justice, the magnitude of consequences,
and social consensus on the ethical decision-making (EDM) process of professional accountants, the
following regression models were tested in the study:
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(1)
(2)
(3)

Where:
ER, EJ and EI are ethical recognition, ethical judgment, and ethical intention respectively. PSJ is
perceived system of justice; MC is the magnitude of consequences, and SC is social consensus. â10,
â20 and â30 are the intercepts for the models (Models 1, 2 and 3), while â11…Â13, â21…Â23 and
â31…Â33 are the regression coefficients for each model and ? is the error term. Pearson correlation
analysis was performed to show the association between the dependent and independent variables.
Multiple regression estimates are used to estimate models 1, 2, and 3 and to test the study's
hypotheses. The p-values of the test statistics for the three stages of EDM (ethical recognition, ethical
judgment, and ethical intention) are used to decide whether to support a hypothesis or not. A
hypothesis is supported only if the p-value is significant (i.e., p = .05). The assumptions of linearity,
homogeneity of variances, and normality of data distribution are assessed using scatterplots and
histograms. Durbin-Watson test is used to assess the serial correlation between errors (see Tables 4,
5, and 6).
Results and Discussion
Descriptive Analysis
Table 2 displays that over half of the respondents (72%) are male, which reflect the general gender
demography in the accounting profession in Nigeria. Over two-thirds of the respondents (73.2%) are
within ages 30 and 50 years, and they have worked for at least 5 years and above (87.5%). Just over a
third of the respondents (40.1%) have a postgraduate degree along with their bachelor's degree, and
68.1% are certified members of ICAN and 31.9% members of ANAN. Finally, about half of the
respondents (49.5%) were drawn from public sector organizations and the remainder (50.5%) from
private sector organizations. The respondents' demographic composition shows that the data were
obtained from mature, educated, and professional individuals which validate their responses to the
ethical issues contained in the instrument.
Furthermore, Table 2 shows that the system of justice in Nigeria is perceived by the respondents to be
inefficient (µ = 1.97). They observed that the consequence of the decision maker's action in each
vignette is of significant magnitude (µ = 3.76). The respondents also considered that most people in
Nigeria would agree that the decision maker's action in each vignette is wrong (µ = 3.60). Regarding
the stages of EDM, the mean score for ethical recognition (µ = 4.47) indicates that the respondents
recognised the situation in each vignette to involve an ethical dilemma. The mean score for ethical
judgment (µ = 4.00) indicates that the respondents made an ethical judgment about the ethical
dilemma contained in each vignette. The mean score for ethical intention (µ = 3.76) indicates that the
respondents have a predisposition towards making ethical decisions when confronted with ethical
dilemmas.
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44

> 50 years

ICAN

59
93
34

15 - 25 years

> 25 years
329

161

5- < 15 years

100

10.3

28.3

48.9

12.2

41.9

40

Postgraduate degree (M.Sc., MBA, PhD) 138

< 5 years

58.1

49.5

50.5

191

163

Public

First degree (B.Sc., HND)

166

Private

31.9

68.1

13.4

33.4

39.8

10.4

72.0

%
28.0

1.97(.632)

2.21(.538)

2.00(.646)

1.93(.618)

1.83(.675)

1.99(.604)

1.95(.653)

2.11(.590)

1.83(.642)

2.23(.639)

1.84(.591)

2.11(.579)

2.01(.657)

1.90(.580)

1.82(.758)

1.94(.633)

PSJ
M(SD)
2.02(.629)

3.76(.846)

3.78(.814)

3.78(.796)

3.80(.837)

3.56(1.02)

3.85(.856)

3.70(.834)

3.61(.823)

3.91(.843)

3.42(.903)

3.92(.770)

3.88(.742)

3.82(.865)

3.77(.820)

3.51(.907)

3.74(.854)

MC
M(SD)
3.82(.824)

3.60(.833)

3.46(.923)

3.63(.881)

3.62(.811)

3.56(.746)

3.62(.924)

3.58(.763)

3.62(.742)

3.57(.915)

3.67(.744)

3.56(.871)

3.49(.852)

3.73(.867)

3.51(.826)

3.54(.744)

3.62(.806)

SC
M(SD)
3.53(.902)

4.47(.571)

4.47(.615)

4.42(.546)

4.51(.573)

4.46(.595)

4.57(.521)

4.40(.596)

4.34(.607)

4.61(.500)

4.28(.671)

4.56(.494)

4.38(.564)

4.48(.581)

4.51(.550)

4.43(.588)

4.49(.578)

ER
M(SD)
4.43(.553)

4.00(.651)

4.14(.680)

3.99(.643)

3.97(.649)

3.99(.666)

4.06(.679)

3.95(.627)

3.90(.654)

4.09(.636)

3.90(.693)

4.04(.626)

4.06(.603)

4.06(.636)

3.97(.628)

3.81(.707)

4.00(.644)

EJ
M(SD)
3.98(.670)

EDM Stages

3.76(.850)

3.89(.769)

3.82(.809)

3.75(.875)

3.60(.910)

3.89(.863)

3.68(.830)

3.64(.857)

3.89(.826)

3.53(.894)

3.88(.806)

3.96(.711)

3.84(.828)

3.74(.859)

3.51(.872)

3.77(.849)

EI
M(SD)
3.74(.855)

M = mean & SD = standard deviation. PSJ is perceived system of justice; MC is the magnitude of consequences, SC is social consensus, ER is
ethical recognition; EJ is ethical judgment & EI is ethical intention

Total

Work experience

Education:

Sectorial dis tribution:

105

110

40 - 50 years

ANAN

131

30-< 40 years

224

34

Male

< 30 years

237

Female

Professional membership: ICAN

Age bracket:

Gender:

Frequency
92

Moral Intensity

COMBINED MEASURES
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Table 2: Respondents' demographics: Perceived system of justice, Moral intensity, and EDM stages
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Pearson Correlation Analysis
Correlation analysis was performed to establish an association between the independent variables
and the stages of EDM to assess the nature of the association that exists between them. The
correlation was performed for each vignette and the combined measures. However, the study uses
only the results for the combined measures to make final inferences on the association between the
independent variables and the stages of EDM. Table 3 displays the Pearson correlation results. From
the table, there is a negative correlation between the perceived system of justice and ethical
recognition in vignettes 1, 3 and 4 (p < .05) and no relationship is seen with ethical recognition in
vignette 2. There is also no significant correlation between the perceived system of justice and ethical
judgment and intention (p > .05) in the four vignettes. For the combined measures, the perceived
system of justice correlates negatively with ethical recognition (ER: p < .01, r = -.159), which suggests
that the perception of the system of justice in Nigeria as inefficient has a negative influence on
professional accountants' ethical sensitivity.
Table 3 also shows that magnitude of consequences correlates positively with the stages of EDM in
each vignette (p < .01) and for the combined measures (ER: p < .01, r = .377; EJ: p < .01, r = .395; EI: p
< .01, r = .618), which suggests that the perceived magnitude of consequences of an ethical issue will
influence professional accountants' EDM positively. Social consensus also correlates positively with
EDM stages (p < .05). However, no significant relationship between social consensus and ethical
recognition is seen in vignettes 1 and 3 (p > .05). For the combined measures, social consensus
correlates positively with ethical recognition, ethical judgment and ethical intention (ER: p < .05, r =
.118; EJ: p < .01, r = .207; EI: p < .01, r = .154), which suggests that societal censure of unethical
actions will influence the EDM of professional accountants positively.
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EJ

.015

.250**

.141*

ER

-.123*

.248**

.072

VIGNETTE 1

.138*

.401**

-.057

EI

.233**

.272**

-.088

ER

.177**

.297**

.060

EJ

VIGNETTE 2

.210**

.539**

-.082

EI

.000

.281**

-.136*

ER

.171**

.322**

.090

EJ

VIGNETTE 3

.162**

.410**

-.011

EI

.173**

.282**

-.118*

ER

.264**

.406**

.058

EJ

VIGNETTE 4

.246**

.562**

-.069

EI

.118*

.377**

-.159**

ER

.207**

.395**

.086

EJ

.618**

-.076

EI

.154**

COMBINED (1-4)

**significant at .01; *significant at .05. PSJ is perceived system of justice; MC is magnitude of consequences, SC is social consensus, ER is ethical
recognition; EJ is ethical judgment & EI is ethical intention

EDM
Stages &
Variables
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Regression Analysis
Ensuing from the satisfactory outcomes of the diagnostic test for linearity, normality of data distribution,
and homogeneity of variance, regression analysis was performed to test the study's hypotheses. Four
vignettes containing ethical dilemmas were put forward to the respondents to assess their ability to
recognise the ethical problem, make an ethical judgment concerning the ethical problem in each
vignette, and to assess their intention towards making ethical decisions. The decision to support or not
support a hypothesis is based specifically on the results of the test statistics for ethical recognition,
judgment, and intention for the combined measures. Regarding ethical recognition, Table 4 shows that
the perceived system of justice influenced ethical recognition only in vignette 3 (b
= -.111, p < .05).
Magnitude of consequences influenced ethical recognition in vignette 1 (b
= .230, p < .01), vignette 2 (b
= .238, p < .01), vignette 3 (b
= .270, p < .01) and vignette 4 (b
= .259, p < .01). Social consensus
influenced ethical recognition in vignette 2 (b
= .196, p < .01) and vignette 4 (â = .141, p < .01) and not in
vignettes 1 and 3 (p > .05). As to the combined measures, Table 4 shows that perceived system of
justice has a negative influence on ethical recognition (b
= -.112, p < .05), while the magnitude of
consequences has a positive influence on ethical recognition (b
= .355, p < .01). Social consensus has
a non-significant influence on ethical recognition (b
= .091, p > .05). The t-tests in the model indicate
that perceived system of justice (t = -2.193, p < .05) and magnitude of consequences (t = 6.906, p < .01)
made significant contributions to the model in predicting the ethical recognition of professional
accountants. Overall, the model significantly explained 16% (Adj. R2) variations in ethical recognition
(F = 20.945, p < .01), with the magnitude of consequences having more influence than the other
variables.
In relation to ethical judgment, Table 5 shows that perceived system of justice influenced ethical
judgment only in vignette 3 (b
= .113, p < .05). Magnitude of consequences influenced ethical judgment
in vignette 1 (b
= .246, p < .01), vignette 2 (b
= .283, p < .01), vignette 3 (b
= .334, p < .01) and vignette 4
(b
= .386, p < .01). Social consensus also influenced ethical judgment in vignette 1 (b
= .113, p < .05),
vignette 2 (b
= .135, p < .05), vignette 3 (b
= .166, p < .01) and vignette 4 (b
= .221, p < .01). As to the
combined measures, Table 5 shows that perceived system of justice (â = .138, p < .01), magnitude of
consequences (b
= .355, p < .01) and social consensus (b
= .091, p < .01) influenced the ethical
judgment of the professional accountants positively. The t-tests in the model indicate that all the three
explanatory variables, perceived system of justice (t = 2.762, p < .01), magnitude of consequences (t =
7.990, p < .01) and social consensus (t = 3.558, p < .01), made significant contributions to the model in
predicting the ethical judgment of professional accountants. Overall, while the model significantly
explained 20% (Adj. R2) variations in ethical judgment (F = 28.054, p < .01), magnitude of
consequences had more influence than perceived system of justice and social consensus.
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VIGNETTE 1

VIGNETTE 2

VIGNETTE 3

VIGNETTE 4

COMBINED (1-4)

ICAN

63

B
2.125
.004
.385
.101

1.786

SE
.339
.090
.002
.051
.391 **
.052
.099
22.059 **
.17(.16)

VIGNETTE 1
B
1.464
-.074
.520
.139

1.844

SE
.305
.088
-.039
.047
.516 **
.049
.132 **
48.219 **
.31(.30)

VIGNETTE 2
B
1.272
.037
.439
.158

1.943

SE
.334
.094
.020
.053
.412 **
.049
.162 **
26.122**
.20(.19)

VIGNETTE 3
B
1.132
-.052
.563
.185

1.938

SE
.282
.083
-.028
.047
.540 **
.045
.186 **
58.309**
.35(.35)

VIGNETTE 4
B
1.047
.005
.614
.111

1.911

SE
.261
.059
.004
.044
.611 **
.044
.109 *
70.271**
.39(.39)

COMBINED
t
4.016 **
.092
13.966 **
2.508*

t
9.023 **
2.762 **
7.990 **
3.558 **

1.016

Average
VIF

1.018
1.023
1.006

1.016

.982
.977
.994
Average
VIF

Collinearity
Statistics
Tolerance
VIF

1.016

1.018
1.023
1.006

.982
.977
.994
Average
VIF

VIF

Tolerance

Collinearity Statistics

1.018
1.023
1.006

.982
.977
.994

Collinearity
Statistics
Tolerance
VIF

**significant at .01; *significant at .05; PSJ is perceived system of justice; MC is magnitude of consequences; SC is social consensus; VIF is
variance inflation factor.

Durbin-Watson

Constant
PSJ
MC
SC
F - test
R2 (Adj. R2)

Variables

Table 6: Regression Analysis (Perceived system of justice, Moral intensity, and Ethical intention)

B
SE
B
SE
B
SE
B
SE
B
SE
Constant
3.373
.229
2.199
.318
1.793
.304
1.530
.277
2.062
.228
PSJ
.060
.060
.054
.148
.092
.085
.187
.086
.113 *
.148
.082
.089
.142
.051
.138 **
MC
.156
.034
.246**
.264
.049
.283 **
.313
.048
.334 **
.360
.046
.386 **
.308
.039
.400 **
SC
.074
.035
.113 *
.131
.051
.135 *
.143
.044
.166 **
.198
.044
.221 **
.138
.039
.177 **
F - test
9.105 **
13.740**
18.458**
30.389**
28.054**
R2 (Adj. R2)
.08(.07)
.11(.11)
.15(.14)
.22(.21)
.21(.20)
Durbin-Watson
1.817
1.873
1.948
2.001
1.990
**significant at .01; *significant at .05; PSJ is perceived system of justice; MC is magnitude of consequences; SC is social consensus; VIF is variance inflation factor.

Variables

Table 5: Regression Analysis (Perceived system of justice, Moral intensity, and Ethical judgment)

Variables
B
SE
B
SE
B
SE
B
SE
B
SE
t
Constant
4.082
.219
3.656
.220
4.139
.219
3.299
.275
3.545
.206
17.204 **
PSJ
-.092
.058
-.087
-.079
.063
-.066
-.129
.062
-.111*
-.150
.081
-.097
-.102
.046
-.112*
-2.193*
MC
.138
.033
.230**
.153
.034
.238 **
.177
.035
.270 **
.225
.046
.259 **
.240
.035
.355 **
6.906 **
SC
.029
.034
.046
.131
.035
.196 **
.003
.032
.006
.118
.044
.141 **
.063
.035
.091
1.790
F - test
8.221 **
14.168 **
10.789**
13.232**
20.945**
R2 (Adj. R2)
.07(.06)
.12(.11)
.09(.08)
.11(.10)
.16(.16)
Durbin-Watson
1.824
1.989
1.913
1.927
1.840
**significant at .01; *significant at .05; PSJ is perceived system of justice; MC is magnitude of consequences; SC is social consensus; VIF is variance inflation factor.

VIGNETTE 1
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Table 4: Regression Analysis (Perceived system of justice, Moral intensity, and Ethical recognition)
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Concerning ethical intention, Table 6 shows that perceived system of justice did not influence ethical
intention in the four vignettes (p > .05). Magnitude of consequences influenced ethical intention in
vignette 1 (b
= .391, p < .01), vignette 2 (b
= .516, p < .01), vignette 3 (b
= .412, p < .01) and vignette 4 (b
= .540, p < .01). Social consensus influenced ethical intention in vignette 2 (b
= .132, p < .01), vignette 3
(b
= .162, p < .01) and vignette 4 (b
= .186, p < .01) and not in vignette 1 (p > .05). As to the combined
measures, Table 6 shows that perceived system of justice did not influence ethical intention, while
magnitude of consequences (b
= .611, p < .01) and social consensus (b
= .109, p < .05) influenced the
ethical intention of the professional accountants positively. The t-tests in the model indicate that only
magnitude of consequences (t = 13.966, p < .01) and social consensus (t = 2.508, p < .05) made
significant contributions to the model in predicting the ethical intention of professional accountants.
Overall, while the model significantly explained 39% (Adj. R2) variations in ethical intention (F =
70.271, p < .01), magnitude of consequences had more influence than social consensus.
Summary of Hypotheses Testing
Concerning autocorrelation and collinearity diagnostics, Tables 4, 5 and 6 display the Durbin-Watson
tests for the combined measures for Model 1 (1.840), Model 2 (1.990), and Model 3 (1.911) which
indicate that the regression estimates are free from serial correlations (autocorrelation). The
collinearity diagnostics (VIF < 10; average = 1.016 ˜ 1; Tolerance > 0.2) displayed in the Tables indicate
that the models are free from collinearity problem. Based on the regression results for ethical
recognition (see Table 4), ethical judgment (see Table 5) and ethical intention (see Table 6), and the
decision criteria for supporting a hypothesis, the decisions regarding the hypotheses of the study are
presented in Table 7.
Table 7: Summary of Hypotheses Testing
Hypothes is

Statistica l
ana lysis

Independent
v ariable s

Ethic al
re cognition

H1a: th e pe rceived syst em of justice in Nige ria has
a sign ifica nt inf lu ence on t he e thical
recog nitio n o f profe ssion al accou nta nts.

Re gressio n

Perceived
syste m o f
justice

S ig nifica nt

H1b: the p erceive d system of ju stice in Nigeria ha s
a sign ifica nt inf lu ence on t he e thical jud gme nt
of profession al accou ntan ts.

Re gressio n

Perceived
syste m o f
justice

H1c: th e pe rceived syst em of justice in Nige ria has
a sign ifica nt inf lu ence on t he e thical inte ntion
of profession al accou ntan ts.

Re gressio n

Perceived
syste m o f
justice

H2a: th e ma gnitu de o f con seque nce s of an eth ica l
issu e h as a sig nifica nt inf lu ence on the ethical
recog nitio n o f profe ssion al accou nta nts.

Re gressio n

Magnitude of
consequences

H2b: the mag nitude of co nseq uen ces of an e thical
issu e h as a sig nifica nt inf lu ence on the ethical
judg me nt of profe ssion al accou nta nts.

Re gressio n

Magnitude of
consequences
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E thica l
judgment

E thic al
inte ntion

Decis ion

Su ppo rt ed

Sign ifican t

Su ppo rt ed

Not
sig nificant

S ig nifica nt

Not
supp orted

Su ppo rt ed

Sign ifican t

Su ppo rt ed
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H2c: th e ma gnitu de o f con seque nce s of an eth ica l
issu e h as a sig nifica nt inf lu ence on the ethical
inte ntion of p ro fessiona l a ccount ant s.

Re gressio n

Magnitude of
consequences

H3a: th e social con se nsus o f an eth ica l issue ha s a
significant in fluen ce on the eth ica l re cognition
of profession al accou ntan ts.

Re gressio n

Socia l
consensus

H3b: the so cia l co nsen su s of a n e thical issu e h as a
significant in fluen ce on the eth ica l judgmen t of
prof essio nal a cco unta nts.

Re gressio n

Socia l
consensus

H3c: th e social con se nsus o f an eth ica l issue ha s a
significant in fluen ce on the eth ica l inten tio n o f
prof essio nal a cco unta nts.

Re gressio n

Socia l
consensus

Sign if ica nt

Not significan t

Su ppo rt ed

Not
supp orted

Sign ifican t

Su ppo rt ed

Sign if ica nt

Su ppo rt ed

Discussion
This study used a multiple regression approach to examine the influences of the perceived system of
justice, the magnitude of consequences, and social consensus on the ethical decision-making (EDM)
process of professional accountants in Nigeria. Findings from the descriptive analysis show that
across socio-demographic characteristics, well over two-thirds of the professionals perceived the
system of justice in Nigeria to be less efficient as it should be. The regression results indicate that
perceived system of justice has a negative influence on professional accountants' ethical recognition
and a positive influence on their ethical judgment. While the results on the influence of the perceived
system of justice on EDM are mixed, there is a strong association between how professional
accountants perceive the Nigerian system of justice and their EDM processes. The negative influence
of the perceived system of justice on accountants' ethical recognition suggests that the system of
justice in a nation plays a significant role in determining how the populace would perceive ethical
issues in business situations. For example, an accountant may be offered some financial rewards by
an organisation to evade taxes. Instead of the accountant to abide by an ethics code, he/she may
become insensitive to the ethical issue regarding tax evasion and therefore may accept the offer. Thus,
the accountant's decision to accept the offer may not only be motivated by the rewards but also by the
way he/she perceives the system of justice, which in this case is perceived to be inefficient.
Accordingly, an inefficient system of justice in society may communicate negatively to members of a
society that they are sure to get away with wrongdoings. Thus, the negative association between the
perceived system of justice and professional accountants' ethical sensitivity may help us to understand
why some accountants in Nigeria deliberately engage in questionable accounting practices despite
being guided by an ethics code (Uche, 2002; Bakre, 2007). The findings on the perceived system of
justice resonate with the argument of Salihu and Gholami (2018) who reported that the Nigerian
judicial system is dominated by corrupt practices which stand as a significant hindrance to the fight
against economic and financial crimes in the country. There is, however, need for further empirical
evidence to theorise on the associated influence the Nigerian system of justice has on the EDM
process of accountants and other business professionals.
The regression results further show that the magnitude of consequences has a positive influence on
the ethical recognition, judgment, and intention of professional accountants in Nigeria. This finding
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suggests that a rightly perceived magnitude of consequences of questionable accounting practices
will aid professional accountants in recognising an ethical problem and making ethical decisions in
situations involving ethical dilemmas. For example, an accountant may be influenced not to collude
with an organisation to evade taxes or loot public funds irrespective of the amount involved if the
accountant perceives the magnitude of consequences of such unethical act rightly. The magnitude of
consequences here is not the amount of taxes to evade but the unethical act of evading taxes and the
associated consequences. Therefore, some professional accountants may desist from unethical
decision-making not only that they are bound to abide by an ethics code but also for fear of the
associated consequences of such act like a retraction of practicing license or the loss of a job.
Consistent with the deterrence theory and Kohlberg's submission at the pre-conventional morality
level, this study demonstrates that perceived magnitude of consequences of questionable accounting
practices will enhance professional accountants' EDM processes. There is, therefore, a strong
association between the magnitude of consequences of questionable accounting practices and
professional accountants' EDM process.
Similarly, the regression results show that social consensus has a positive influence on professional
accountants' ethical judgment and ethical intention, which suggest that accountants may also abstain
from an unethical act and be duty-bound to make ethical decisions when such act is perceived to be
consensually wrong. For example, an accountant may be influenced not to collude with any individual
or organisation to loot public funds when the accountant perceives a strong societal censure for such
questionable practices. Consenting to Kohlberg's submission at the conventional morality level, this
study demonstrates that perceived social consensus of questionable accounting practices may
discourage professional accountants from questionable accounting practices. It will compel them to
make ethical decisions as defenders of the public interest to satisfy the expectations of society.
Perceived social consensus, therefore, has a strong relationship with professional accountants' EDM
process. These findings are consistent with Singhapakdi, Rao, and Vitell (1996), who argued that
moral intensity variables are direct predictors of ethical judgments.
Conclusion and Implications
There is still a lot not known about how professional accountants perceive the moral intensity of ethical
issues in business situations in Nigeria. This study examined the influence of professional
accountants' perception of the Nigerian system of justice and moral intensity of ethical issues on their
EDM processes. The study demonstrates that the perceived system of justice, the magnitude of
consequences, and social consensus have significant influences on professional accountants' EDM
processes. It, therefore, concludes that besides the influence of ethics code, the way professional
accountants perceive the system of justice and moral intensity (magnitude of consequences and
social consensus) of ethical issues may determine how they would respond to ethical issues in
dilemmatic situations. For example, if an accountant perceives the system of justice to be inefficient
and wrongly perceives the moral intensity of ethical issues, the accountant may likely disregard
professional ethics code and engage in questionable accounting practices for personal gains.
However, if the accountant perceives the system of justice as efficient and perceives the moral
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intensity of ethical issues rightly, then the accountant may desist from engaging in questionable
accounting practices for fear of being brought to justice.
Accordingly, attention is drawn to the need for a reform of the Nigerian system of justice, as its current
state is perceived to be generally inefficient. This is necessary because, if Nigeria must fight the issues
of economic and financial crimes to a standstill, the judiciary arm of the government must be proactive
and efficient in bringing perpetrators of economic and financial crimes to justice. Future policy
development in the accounting profession in Nigeria should also consider the moral intensity of ethical
issues. While Uche (2002) and Bakre (2007) observed that accountants compromise their ethical
stance to make some personal gains, this study argues that the way accountants perceive the justice
system has a role to play in such questionable acts. Thus, through strategic reforms of the system of
justice in Nigeria and moral orientation strategy, future professional accountants can be instructed
adequately on issues of ethics, which has the potential of influencing their EDM processes. Thus, the
evidence in this study could be used to enhance ethics instructions and training for accountants in
educational settings, especially in countries like Nigeria where there is yet to be a discrete ethics
course in the undergraduate accounting programmes. The system of rewarding ethical conducts and
punishing unethical behaviours should also be strengthened through stricter regulations and definitive
laws, as these should actively deter professional accountants from questionable accounting practices.
Limitation of the Study
As in prior studies, this study has some limitations that should be considered regarding its conclusion.
The use of a questionnaire to measure issues of ethics may bias and somewhat inflate the findings.
Future research may advance knowledge on the influences of the perceived system of justice and
moral intensity on accountants' EDM by using not only survey questionnaire but also adding interview
sessions, which would allow the respondents to express their personal experiences regarding issues
of ethics in Nigeria. Also, like many prior ethics studies, this study adopted a single-item scale to
measure the dependent variables, which are the stages of Rest's (1979) EDM model. Future research
could build on the results by adopting a multidimensional scale to measure the variables. Future
research may also extend the findings of this study by examining the remaining four dimensions of
Jones' (1991) moral intensity construct, as this study examined only the first two of the six dimensions.
Finally, this study represents the first empirical attempt to relate professional accountants' perception
of the Nigerian system of justice with their EDM processes. More studies are, therefore, required to
expand on the findings of this study and to provide further insight for future theorisation on the
associated influence the Nigerian system of justice has on the EDM processes of accounting
professionals.
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Abstract
The Vision 2020 of the Federal Government of Nigeria envisaged a reduction of the financially
excluded adults to at most 20% by the target year. Records have shown that there is no substantial
progress towards the target for the three geopolitical zones to the north of the country under the
insurance sub-sector even with an available alternative. This study, therefore, sought to identify the
factors that individuals consider to be the determinants of the decision to partake in Takaful. Primary
data requirements were met in Gombe state, which is situated in the North-east geopolitical zone of the
country. It utilises the partial least square structural equation modelling method adapting the Ajzen's
(1991) Theory of Planned Behaviour through the expansion of Subjective Norm into Religious
influence, Social & demographic influences and perceived usefulness. The study's interesting finding
is that the attitude towards purpose beta(at â= 0.473) is greater than the beta of the remaining
constructs in the model. This indicates that the degree of positive understanding and perception has a
greater effect on changing consumer attitudes towards behavioral intentions. The paper, therefore,
recommended the building of societal knowledge and awareness towards Takaful and financial
inclusion by all stakeholders through campaigns.
Keywords: Consumer attitudes: Financial inclusion: Islamic insurance: Planned Behaviour: Takaful
Introduction
To complement its Vision 2020 (Central Bank of Nigeria, 2012), the Federal Government of Nigeria
launched a Financial Inclusion Policy (FIS) in 2012. The FIS was planned to reduce the number of
financially excluded from 46.3% in 2012 to a maximum of 20.0% by 2020. Just about 31 million people,
representing 36.5% of the population, had access to some formal financial services during the base
year (Sulaiman, 2012). Following the aggiornamento of the seventies, Islamic financial institutions
have been recognized as important towards reducing financial exclusion (Islahi, 2015; Newaz, Raman
&Fam, 2015; Okeke, 2016). In furtherance to this belief, Yusuf (2012) and Kawojue (2015) sees Islamic
insurance as having more potential in reducing financial exclusion, while Kareem (2016) believes
Islamic banking is the better option. This paper agrees with Yusuf and Kawojue from the sway of
Nigerian captains of industry, according to the reports of Onuba (2017) and Tolu-Kusimo (2018).
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A mere 1.5 to 2 percent of Nigerians have some insurance and its penetration remains at less than 1
percent; a figure abysmally lower than in most other emerging markets, Enhancing Financial
Innovation & Access (EFInA) (2012) estimates for example, in 2012 it was 15% for South Africa while
Kenya had a 3.5% insurance penetration (EFInA, 2012). The situation of Nigeria is more disquieting. In
particular, the low insurance penetration may be attributable to the fact that Northern Nigerians are
predominantly Muslims who may have misgivings against mercantile insurance for religious
consideration such as 'Gharar '(uncertainty), Maysir' (gambling) and Riba' (investments dependent on
interest). The need to address these issues led to Takaful's emergence. Under the Business Growth
and Consolidation Programme, the National Insurance Commission (NAICOM) has introduced market
development strategies for the insurance industry project (Ayeleso, 2012) and the development of
Takaful operational framework is one of the strategies for the insurance sector. NAICOM (2013)
operational and registration guidelines for Takaful operators provides for Takaful windows to be
operated by mercantile insurance companies to be referred to as 'operator window'. Niger Insurance
Plc, Cornerstone Insurance Plc and African Alliance Insurance Company have all been licensed to
operate such Takaful windows (NAICOM, 2013). So, the availability of Islamic insurance avenues is
not a serious hindrance to participation. However, EFInA (2017) unveils a new aspect of the problem;
adult population growth is faster than financial inclusion increment. By 2016, there were 40.1 million
adults in Nigeria that were financially excluded representing 41.6% of the adult population. This calls
for a higher rate of inclusion if Nigeria is to achieve its vision 2020:20 targets. The report though
indicated an increase (from 1.1% in 2014 to 1.9% in 2016) in insurance penetration, was still dismal.
There is a clear difference between Takaful and mercantile insurance but there still seems to be a
misconception and an attendant low acceptance of the Takaful (Abdu-Rahman, Ali, Che-Seman, &
Wan-Ahmad, 2008; Abdul-Hamid, Osman & Amin-Nordin, 2009) which, could hinder future consumer
participation. Razak, Idris, Yusif, Jaapar and Ali (2013), Husin and Rahman (2013) andMaiyaki and
Ayuba (2015) investigated this misconception. Razaket al. (2013) conducted their investigation in
Malaysia by utilising descriptive statistics. They concluded perception as an important determinant of
participation in Takaful. Husin and Raman's (2013) study was also based in Malaysia but with
aparticular bias to family Takaful schemes. In order to evaluate that the decision to buy a Takaful family
is not only influenced by attitude but also by subjective norms and perceived behavioral influence, they
relied on literature triangulation. Maiyaki and Ayuba (2015) based their analysis in Kano metropolis, a
town located in Nigeria's north-west geopolitical region, the worst place in the financial inclusion index
(EFInA, 2017), using the multiple regression methodology. They concluded that perception,
awareness, trust and confidence significantly relate to attitude towards Takaful. In order to enable an
individual to choose Takaful products in the most efficient way , this study presumes that there is a need
to recognize the variables that an individual considers to be important in making the decision to
participate in Takaful. To this end, we sought to determine the factors influencing the intention of
consumers to adopt Takaful services in the North-east geopolitical zone of Nigeria through partial least
square structural equation modeling.
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Conceptual Review
The Takaful Concept
Takaful, whose root is Kafala as it appears in the Quran relating to Zakariyya and Maryam (the blessing
of Allah be upon them both), denotes a bringing into a fold for care and nurturing to fare well. Advocates
of Takaful further cite the injunction of Allah for mankind to congregate indoing well and not to
congregate to do evil. Takaful is a reciprocal guarantee offered by a group of people living in the same
community in the Islamic contract (Aqd) against a certain danger to life or property (Mahmood 1991;
Billah 1998; and Hassan 2011). It is a mutual assistance arrangement. Takafulis' fundamental aim is to
compensate for a certain loss from the fund driven by the Islamic faith's principles of socially
responsible investment (Newazet al., 2015). Unlike mercantile insurance. In general, Takaful is a
religious and ethically focused financial commodity that abhors confusion, riba, and exploitation. In its
approach to pricing and some moral injunctions, it varies from merchant insurance (Billah, 1998). For
Takaful, if the insured is unable to pay the insurance payment three times, after deducting any relevant
fees, the previous sums charged will be returned to him or her. The theories and the practices
underlying Takaful are based on religious injunctions. Because of these distinctions, Takaful 's policies
are meant to act like other traditional insurance products, but work differently in order to avoid
prohibitive elements. Sulaiman (2012 ) claims that the Takaful industry is relatively new and constitutes
just 1% of the worldwide insurance sector, but helps to increase the penetration of the insurance market
in Nigeria (Kawojue, 2015).
Intention to adopt behaviour
Rogers (2003) opined that an adoption is a decision to utilise an idea as a course of action while a
rejection is a decision to avoid the idea. Kotler and Keller ( 2012) refer to adoption as the intention of an
individual to become a regular product user. The key determinant of individual behaviour is intention
(Armitage and Christian, 2003; Sheeran, 2002). The action of an individual is therefore a result of what
she plans to do (Sheeran, 2002). It is believed that aim is a result of attitude and social pressure
converted into actual actions. The Theory of Reasoned Action (TRA) of Fishbein and Ajzen ( 1975)
offers further rationale and, if further modified, involves actions over which an individual has no
conscious control to become the theory of planned behavior (Ajzen , 1991).
How difficult people are willing to try and the efforts they make to perform a behavior is another way of
viewing Intention (Ajzen, 1991). This depends on three separate backgrounds, namely: the mindset of
the user, subjective norm, and perceived behavioral regulation (Ajzen , 1991; Ajzen , 2002; Ajzen,
2011; Amin, AbRahman, & AbdulRazak, 2012). The higher the degree of behavioral intent, the greater
the likelihood of real behavior occurring. Several empirical studies have been carried out in Islamic
finance (Rahim and Amin, 2011), Islamic home financing (Taib, Ramayah, and Razak, 2008; Alam,
Janor, Zanariah, Ahsan, 2012; Amin, 2012, 2013; Amin, Abdul-Rahman, & AbdulRazak, 2013), Islamic
personal financing (Amin, Ghazali, & Supinah 2010; Amin, 2012, 2013; Amin, Abdul-Rahman, &
AbdulRazak, 2013) under the theory of planned behavior using behavioral intention as the dependent
variable. Islamic credit cards (Amin, 2012, 2013), Islamic mobile phone banking (Sun, Goh, Fam&Xue,
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2012), Islamic Pawn Shops (Amin and Chong, 2011) and enrollment in the Islamic accounting course
(Amin, Rahman, & Ramayah, 2009). Amin, Rahman, Sondoh, & Hwa, 2011). For the Takaful subsector, a diligent search did not turn up a similar study.
Methodology
Research Design and Population of the study
We utilised the survey design via a structured questionnaire to measure the indicated variables. Our
primary focus is Nigeria, but for brevity and the fact that AFInA (2017) report indicates the lack of
achievement for the financial inclusionary target to the north, the focus shifted to the Northern Nigeria
geopolitical zones. Also as Maiyaki and Ayuba (2015) studied the North-west, it fell on us to face the
North-east from where we conveniently selected Gombe state. The population of Gombe State was
estimated at 2,250,000, out of which further estimate that adults between the ages of 18 (as the legal
age of maturity) to 60 (as the retirement age from public service) are within the range of 1,100,000 and
1,300,000 (GMSG, 2013). Therefore an average of 1,200,000 was taken as the population of adults in
Gombe State. One-third of these populations were housewives who were not operating any form of
business and neither gain any form of income. As such the population of this was estimated at 800,000
adults residing in the 11 local government areas of the state.
Sample Size and Sampling Techniques
Zango (2006) indicated that a sample size of 400 respondents at a 95 percent confidence interval and a
0.05 margin of error is considered appropriate for a population of 500,000 to 1,000,000. Therefore, our
sample size for this study is 400 since our target population is 800,000 people which are consistent with
the above reference. Stratified probability sampling technique was adopted. This technique allows the
researcher to select proportionate respondents from each stratum; therefore the 400 respondents was
proportionately selected from the 11 local government areas of the state according to their population
sizes.
Data measurement and Collection
The research model is adapted by further breaking up subjective norm into attitude, social influences
and religious influences. A restriction is also imposed to the behavioural intentions only. The structural
model exhibit five constructs, as the independent variables, which are held by the extant literature to be
the determinants of the dependent variable. There are five definite and direct relationships tested that
we did not pretend exhaust the possibilities but are the most recurring in the literature of behavioural
influences. All the six constructs are exogenous with referent measures, to be measured via a
structured questionnaire.
Tools for Data Analysis
The data collected were analysed using Partial Least Square (PLS) software. PLS software is a
second generation, variance-based structural equation modelling tool that is used to analyse
interrelationship among latent variables especially when mediation or moderating effect is present
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among the constructs. The reason for choosing PLS to test structural equation models, according to
Urbach and Ahleman (2010) as cited in Ramayah (2015), includes the following:
1.
It makes less demand on sample size
2. Normal-distributed input data is not needed.
3. With a large number of constructs, it is applicable to complex structural equation models.
4.
It can manage structures that are both reflective and formative.
5.
It is better suited to the development of theory and the explanation of theory.
6. Especially when the research includes human behaviour, it is useful for prediction.
Model and hypothesis development
We adapted the conceptual construct framework (figure 1) from the Theory of PlannedBehaviour
(TPB) of Ajzen (1991). It explains that any purpose toward Takaful is the product of consumers ' attitude
toward the Islamic insurance method, their subjective norms, and perceived behavioral power. We
hypothesized, therefore, that these outstanding factors of belief are positively linked to Takaful's
attitude and therefore affect the purpose. Although we emphasize the factors that influence the
intention of consumers to follow Takaful, also to be under the belief factors that influence the
development of an attitude towards intention. Thus, the proposed model incorporates main belief
considerations, i.e. religious responsibilities, demographic variables and perceived benefits of
services in the TPB model, as a new approach to evaluating customer attitudes in the Takaful context.
Perceived benefits of service
Perceived costs / benefits are measured by the cost of goods, the rate of return, and the availability of
favorable terms of services, lower service fees, high loss compensation payments, and lower monthly
payments (Al-Ajmi, Hussain, & Al-Saleh, 2009). Hamid and Masood (2011) further argue that lower
monthly payment and service charges have an effect on customers' preference of Islamic home
financing. As a result, perceived cost advantages can have a positive effect on customer perceptions
towards Islamic insurance methods. Therefore, we hypothesized:
H1: Perceived benefit has no significant influence on consumers' attitude towards the adoption of
Takaful services
Attitude towards Takaful
Attitude refers to an individual's favorable or unfavorable appraisal of actions (Ajzen & Fishbein, 1980;
Ajzen, 2001; Fishbein, & Ajzen, 2005). Amin, Abdul Rahman, Sondoh, and Chooihwa(2011) argue that
this attitude is positively related to the intention to use Islamic personal financing. It is created by
perception and understanding. Knowledge is an understanding and understanding of a scenario or
reality. Knowledge is described as knowledge gained through experience or education (Writz & Matilla,
2003). We have suggested that the degree of customer awareness and knowledge of Takaful in terms
of current gaps in mercantile insurance affects their attitude towards Takaful, hence, we hypothesized
that:
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H2: Consumers attitude have no significant influence on their intention to adopt Takaful services
Socio-economic and demographic variables
Socioeconomic status of an individual is determined by his income, education, occupation and wealth,
while demographics are factors such as his age and gender. These characteristics are helpful
predictors of consumer spending trends (demodirt.com). Researchers and business enterprises utilise
such information about consumers in order to understand their behaviour and needs. Thus we
hypothesised that;
H3: Socioeconomic and demographic factors of consumers have no significant influence on their
attitude towards adoption of Takaful services
Perceived Behavioural Control
The perception of ease of performing a contemplated behavior is perceived behavioral control (Ajzen ,
1991). Perceived behavioral control implies that if they believe they have control over their actions, or
are prevented from implementing Takaful in which they have no control, customers are likely to accept
Takaful in their business. Therefore, we hypothesized that:
H4: Perceived behavioural control has no significant influence on consumers' intention to adopt Takaful
services
Religious obligation
Religious obligations determines an individual's choices or activities as the person supposes are the
dictates of religion (Amin et al., 2011). In the case of Islam, avoidance of riba, investment in Halal
business and fair distribution of resources (Butt, Ahmed, Altaf, Jaffer & Mahmood 2011), religious
responsibilities include the perception of complying with religious values. This research shows that the
more willing an individual is to comply with these principles, the more favorable his attitude to Takaful
services is. We have also speculated the following:
H5:Religion has no significant influence on consumers' attitude towards their intention to adopt Takaful
services
The Proposed Research Model:

Figure 1: Research Model Adapted from the theory of planned behaviour
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Source; Adapted from Ajzen (1991).
Results and Discussions
Measurement Model
The measurement model typically identifies how each indicator block relates to its latent variables
(Hair, Hult, Ringle & Sarstedt, 2017). It includes the unidirectional predictive connection between each
latent construct and the indicators observed. Specifically, the measurement model consists of
evaluating the reliability of individual objects, internal consistency, validity of information, convergent
validity and validity of discriminants. Accordingly, we used composite reliability to gauge the constructs'
individual item reliability. Following Hair et al. (2017)'s thumb rule of the threshold of 0.4 and above, as
their loadings are 0.4 and above, we maintained all 23 items measuring both dependent and
independent variables (Figure 2).

Figure 2:The algorithm of the factors influencing the intention to participate in Takaful services
Table 4.1Construct Reliability and Validity
Constructs

Cronbach Alpha

Composite Reliability

Intention
Perceived Behavioural Control
Social Influence
Religious Influence
Perceived Usefulness
Attitude Towards Intention

0.913
0.873
0.909
0.802
0.810
0.848

0.945
0.922
0.914
0.860
0.874
0907

Average Variance
Extracted (AVE)
0.852
0.797
0.734
0,562
0.634
0.765

Source: Authors computations (2020)
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Similarly, using Average Variance Extracted (AVE), convergent validity was assessed. Consequently,
the findings (Figure 2 and Table 1) indicate ample convergent validity as each construct's AVE exceeds
0.5 (Hair Jr. et al., 2017). Finally, using the Heterotrait- Monotrait (HTMT) correlation ratio, discriminant
validity was assessed (Henseler, Ringle & Sarstedt, 2015). Therefore, the findings (Table 1) exhibits
that the discriminant validity has been established as the values of the correlations among the
constructs are less than 0.85 (Henseleret al., 2015).
Table 2
Hetrottrait-Monotrait (HTMT) Ratio Criterion of Discriminant Validity
Intention
Perceived Beh Control
Social Influence
Religious Influence
Perceived Usefulness
Attitude Towards Intention

INT

PBC

SI

RI

PUI

0.649
0.779
0.678
0.674
0.844

0.742
0.662
0.803
0.740

0.793
0.717
0.840

0.722
0.850

0.787

ATI

Source: Authors computations (2020)
From the Table 4.2, the result shows that all the HTMT values are less than the cut-off of 0.85
suggesting that discriminant validity has been established (Clack & Watson, 1995; Kline, 2011).
Structural Model
R-square (R2) estimation, predictive relevance (Q2) effect size (f2), and the degree of importance of the
path coefficient (Hair et al., 2017) are the evaluation criteria for the structural model. This study
therefore used the standard bootstrapping method to produce samples (i.e. 5,000) (Hair et al., 2017)
and 253 cases to determine the significance of the coefficients of the road. In Table 4.3, below the R²
value of the endogenous latent variable is presented.
Table 3
Variance Explained in the Endogenous Latent Variables

Latent Variable
Intention

Variance Explained (R²)
62%

Source: Authors computations (2020)
The outcome shows that about 62 percent of the total variance in the goal is explained by the current
research model. This claims that 62 per cent of the variation of intent to patronize Takaful was jointly
clarified by all the independent variables. This outcome, therefore, indicates an appropriate R2 value
that is considered moderate (Hair et al., 2017). In addition, it is possible to investigate f-square (f2) to
see whether or not the effect of a specific independent latent variable on the dependent latent variable
is significant.
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Table 4 evaluation of the effect size (f2).
Effect Sizes (f-Square) of the Latent Variables based on Cohen's (1988) Recommendation
f-Square
.050
.024
.084
.151
.167

Perceived Behavioural Control ->Intention
Social Influence ->Intention
Religious Influence -> Intention
Perceived Usefulness -> Intention
Attitude Towards Intention -> Intention

Effect Size
Small
Small
Small
Moderate
Moderate

Source: Authors computations (2020)
As shown in Table 4, the effect size of independent variables ( i.e. PBC, SI, RI, PU, and ATI) on Takaful
's intention to patronize are respectively .05, .02, .084, .151 and .167. Therefore, consistent with
Cohen's (1988) recommendation, the effect-size of these exogenous latent variables on purpose can
be regarded as a range between small to moderate. In addition, the capacity of the model to forecast is
an additional criterion for evaluating the structural model. Consequently, Stone-Geisser's Q2 (Geisser
1974; Stone, 1974; as cited in Hair et al . , 2017) is the most common measure of predictive relevance,
which assumes that the model must be able to adequately predict the indicators of each endogenous
latent construct.
Table 5
Cross-validated Redundancy
Total

SSO

SSE

Q² (=1-SSE/SSO)

Intention

300.00

156.176

.479

Source: Authors computations (2020)
Table 5 shows the assessment of predictive relevance and the result shows that the Q2 of the
endogenous latent construct is greater than zero, thus indicating the model's predictive relevance
(Hair et al., 2017); Henseler et al., 2009).
Finally, the outcome of the hypothesized model is represented in Table 6. The results indicate that four
out of five hypothesized associations were found to be statistically important (Table 6).
Table 6: Path Coefficient
Path
Perceived Behavioural Control ->Intention
Social Influence ->Intention
Religious
Influence
->
Intention
Perceived Usefulness -> Intention
Attitude Towards Intention -> Intention

Original
Sample
0.34
0.32
0.17
0.01
0.47

Std.
Deviation
0.06
0.10
0.21
0.12
0.13

T-Statistics
5.11
3.14
2.81
.139
3.56

P-Value.
0.00*
0.00*
0.01*
.445
0.00*

Source: Authors computations(2020)
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Specifically, the relationships between attitude towards intention and intention to patronize Takaful is
statistically significant (â=.473 t=3.563P<.000). Furthermore, as anticipated the relationship between
social influence and intention is also significant (â= 0.326 t= 3.144 P<.001). Similarly,both religious
influence as well as perceived behavioural control have a significant relationship with the intention
(â=.17 t= 2.81 P<.01) and (â=.34 t=5.11 P<.00) respectively. However, the relationship between
perceived usefulness and intention is not statistically significant ((â=-.017 t=.139 P<.445).
Discussions
Perceived behavioural control has a positive effect on intent. This implies that the greater an
individual's perceived behavioral control, the greater the intention to patronize Takaful, thus supporting
one hypothesis. Similarly, as we assumeda positive relationship between social power and intention to
patronise Takaful in Gombe state. The outcome demonstrates a positive and important relationship
between social influence and Takaful 's intention to patronize. This finding indicates that an
individual'sbehaviour and intentions are influenced by the society to which she belongs. Thus, for the
effective patronage of Takaful in Gombe state, firms need to educate the society regarding their
services. Religion's effect on purpose is positive and significantly linked. This means that the greater
the urge to adhere to religious values, the greater the sponsorship of Takaful. Similarly, this research
found that Takaful 's attitude toward Takaful has a positive and essential link with the purpose of
patronizing Takaful. The theory of planned behaviour ( Ajzen , 1991) is further justified by this research.
In addition, these results are in line with previous results (Ajzen and Fishbein , 1980; Amin et al 2011).
This study, however, did not find a significant relationship between perceived usefulness and the
intention of patronizing Takaful in comparison to other studies cited.
Implications of the Study
The primary objective of this study was to identify factors influencing the intention of an individual to
adopt Takaful. In the method, in deciding the intention to patronize Takaful, we explored the power of
attitude, subjective norm , perceived behavioral influence, faith and perceived usefulness. This has a
variety of consequences divided into theoretical and managerial consequences.
Theoretical Implications
Designed behavior theory may promote the prediction of a certain behavior 's intent. It was shown that
the TBP model could explain 62 percent of the variance in the intention to patronize Takaful.
Statistically, the model was significant and the outcome showed that the model was helpful in
predicting Takaful 's intention to patronize. This is compatible with the TPB model used in other studies
(Ajzen & Fishbein, 1980; Amin et al. 2011). In addition, a crucial finding is that in the model, the beta of
attitude towards purpose is greater than the beta of the remaining constructs. This shows that the
perceived behavioral regulation component is a stronger predictor of intention to patroniseTakaful.
Managerial Implication
Takaful operators need to intensify efforts on enlightenment and awareness creation about the
products and benefits of Takaful. This will help in enhancing positive attitude towards patronizing the
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products. Also, Takaful operators need to engage the services of religious leaders so as to intensify
preaching on the need to patronize Takaful products, thereby enhancing the contribution of subjective
norm towards intention and subsequent behaviour in patronizing Takaful.
Conclusion and Recommendations
The significance of this study lies in adding new insights into the variables influencing the intention of
consumers to adopt Takaful. It incorporates the TPB 's prominent belief factors as an a systematic
approach in examining the attitude of consumers and predicting their intention to adopt Takaful. The
research findings provide a forum for understanding the factors that impede the adoption of Takaful,
thereby assisting the development of strategies for the growth of the insurance industry by Takaful
insurance operators and relevant government agencies that are necessary for financial inclusion and
wealth creation. This should increase the financial inclusion pace.
In more specific terms,
1) We confirm the significance of attitude and perceived behavioural control towards the
intention to adopt Takaful services, in Gombe state.
2) We also submit that breaking up subjective norms in component influences provides insights
into areas of efficacy. Thus, perceived usefulness of the Takaful services does not add
significantly to the positive decision to participate while religious beliefs and social influences
contribute positively towards the decision to partake in Takaful services.
3) An important insight is the seeming importance of Knowledge and awareness, a recurring
measure of our constructs.
This therefore dictates our major recommendation to Takaful practitioners for an awareness drive.
Emphasis should be laid on the benefits of financial inclusion and on abiding by the laws of the land
through ethical platforms that conform to religious dictates.
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Abstract
Increasing competition and globalization have led to the diversification of Nigerian manufacturing
companies, which increased their level of complexity and managerial scope for using discretion
regarding the financial reporting process. This study, therefore, examined the effect of organisational
complexity on earnings management of listed manufacturing firms in Nigeria and tested whether
industry-specialised auditor plays a significant role in the effect. Data were collected through the
secondary source from the published annual reports of a sample of 21 manufacturing firms listed on
the Nigerian Stock Exchange (NSE) as at December 2017. The study used the Ordinary Least Square
(OLS) regression with robust standard errors as the technique of data analysis. The study found that
industry complexity has a significant positive effect on earnings management, whereas geographic
complexity negatively affects earnings management. Besides, industry-specialised auditor negatively
moderates the effect of industry complexity on earnings management. The study recommended that
regulatory authorities such as the Securities and Exchange Commission should encourage industrially
diversified firms to be audited by the specialised auditors. This can be achieved through moral suasion.
Keywords: Organisational complexity, earnings management, industry-specialised auditor,
manufacturing firms.
Introduction
The surge in earnings management studies was caused partly by the reaction of stakeholders to the
financial crises that led to the collapse of prestigious corporations such as Enron, WorldCom and Tyco.
Fraud and irregularities in the financial reporting process by directors to mask reported earnings were a
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common feature of the companies that were involved in corporate malpractices globally. Emerging
economies like Nigeria are characterised by high concentrated ownership, a conflict between
controlling and minority shareholders, and weak investor protection (Muttakin, Khan, &Mihret, 2017).
Also, diversification has increased organisational complexity and managers' discretionary scope
concerning financial reporting. The rise in organisational complexity factors has the tendency to
increase managers' incentive to manage earnings to achieve personal gains.
Organisational complexity refers to the diversification of a firm into several business segments, with
each contributing significantly to the overall turnover. The complexity comes about as a result of
corporate diversification, which could be industrial or geographical. Industrially diversified firms are
argued to be associated with higher information asymmetry and increased complexity of operation and
management structure (Nam, Tang, Thornton, & Wynne, 2006). Further, the financial reports of these
complex firms are more difficult to scrutinize and require a great deal of expertise and resources for
investors and analysts (Vassilescu&Millo, 2016). Industrial complexity also causes a reduction in
corporate transparency and a decrease in the quality of audited earnings (Francis & Gunn, 2015).
Geographically complex firms are, in most cases, larger than companies operating in a single
geographical area. They also have less transparency (Duru&Reeb, 2002) and a greater cost of
monitoring management's decisions (Denis, Denis & Yost, 2002). As such, these firms require better
systematic monitoring (Singh & Davidson, 2003; Ali, Salleh& Hassan, 2008). A counter-argument is
the offsetting accrual hypothesis, which predicts that complex firms generate their cash flows from
diverse sources. The accruals generated from these cash flows are not directly related, which makes it
more difficult for managers of these firms to manage earnings. Therefore, the managers' inability to
predict the accruals from the cash flows arising from diverse sources means less incentive to
manipulate earnings. However,recent empirical studies do not support that diversified firms have
higher information asymmetry (El-Mehdi &Seboui, 2011; Abubakar&Abdullahi, 2018).
Increasing competition and globalization have led to the diversification of Nigerian manufacturing
companies, thereby increasing their level of complexity. Corporate diversification comes with a cost to
the shareholders. More importantly, diversification increases information asymmetry and the tendency
for earnings management. Some companies in the manufacturing sector have witnessed cases of
accounting irregularities in the past, which eroded investors' confidence in the financial reporting
process (Shehu&Abubakar, 2012). For instance, Cadbury Nigeria PLC had overstated its accounts to
the tune of between 85 and 100 million dollars by 2006, which led to a lawsuit in 2007 (Yero, 2012).
Earlier, Lever Brothers (now Unilever) Nigeria Plc. was accused of deviating from the norm based on
irregularities in its audited accounts (Mahmud, 2015). The greater complexity of the Nigerian
manufacturing firms is likely to increase the tendency for earnings misrepresentation. This makes
studying the relationship between complexity and earnings management imperative.
There is no consistent evidence about the relationship between organisational complexity and
earnings management. A negative effect was reported bysome strands of the literature (Amit,
Livnan&Zarowin, 1999; El Mahdi &Seboui, 2011), while a positive effect was found by others (Farooqi,
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Harris & Ngo, 2014). Some studies found an insignificant relationship (Bushman, Chen, Engel & Smith,
2004; Jiraporn, Kim &Mathur, 2008; Teclezion and Mercelin 2014). The inconsistency of findings
suggests that there are factors that influence the relationship. Since industry-specialised auditors have
both resources and technical expertise they tend to mitigate earnings management arising from
organisational complexity. Previous studies have failed to address the moderating role of industryspecialised auditor on the effect of organisational complexity on earnings management. The present
study seeks to provide an answer to the question: Does industry-specialised auditor mitigate the effect
on organisational complexity on earnings management of listed manufacturing firms in Nigeria?
The study analysis covers the period from 2007 to 2017. The period witnessed unprecedented
globalization that eased trade across international borders and hence relevant for this study. The paper
contributes to the literature in two ways. One, it adds to the sparse literature on the relationship
between organisational complexity and earnings management. Two, it provides methodological
contribution by being among the few that test the moderating effect of industry-specialised auditor on
the relationship between organisational complexity and earnings management.
The remainder of the paper is organized as follows. Conceptual issues, review of empirical literature
and theoretical review are discussed in section. Section three details methodological issues necessary
in testing the hypotheses. The results of the study are discussed in section four, while section five deals
with the conclusion and recommendation.
Literature Review
The section discusses the concepts of earnings management and organisational complexity. It also
reviews the empirical literature on the relationship between organisational complexity and earnings
management. The theoretical underpinning for the study is also discussed.
Conceptual Review
Earnings Management
Earnings management has been defined in various ways according to research focus and
perspectives. Schipper (1989) defines earnings management as disclosure management in the sense
of a purposeful intervention in the external financial reporting process to obtain a private gain for
shareholders or managers. Thus, earnings management is the deliberate intervention in the financial
reporting process to achieve personal goals by firm managers.McNichols (2000) discusses the
research designs of the three most commonly applied designs in the earnings management literature:
aggregate accruals, specific accruals, and the distribution of earnings. The most popular design
among these three is the aggregate accrual model, which explains earnings management from the
perspective of the discretionary accruals that can be manipulated by managers.
In a review of earnings quality literature, Dechow, Ge, and Schrand (2010) argued that there is no
superior proxy for earnings management. The literature distinguishes provides two measures of quality
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of financial reports: accounting-based and market-based. The accounting-based attributes only
consider accounting information (e.g., cash flows and accruals), whereas the market-based attributes
contain both accounting information and market data (e.g., information summarized in stock returns).
The present study views earnings management from the accounting-based measure (accrual).
How to reduce earnings management remains a recurrent topic of discussion among corporate
stakeholders due to its effect on stock value and cost of capital. This is because the quality of financial
reports is threatened when managers have the incentive to misreport earnings in line with their own
personal objectives. Prior studies suggest that organisational complexity leads to greater information
asymmetry, which provides additional incentive for earnings management (Francis & Gunn, 2015;
Vassilescu&Millo, 2016; Abubakar & Abdullahi, 2018). Despite the interest in organisational
complexity, there has been little empirical effort about the role organisational complexity plays in the
earnings management and more so, how this role is affected by industry-specialised auditors. This
study seeks to address these important points.
Organisational Complexity
Organisational complexity refers to the characteristics of the operations and communication
processes within an organisation (Jennings, Seo &Tanlu, 2015). Complexity varies positively with the
number of elements that must be simultaneously dealt with as well as the level of activities and
subsystems. This is because the cost of the knowledge of information produced determines the
internal complexity of the operation of an organisation (Zurub, Ionescu& Bob, 2015). It describes the
characteristics of the interaction among the various segments of the firm. As a characteristic feature, it
occurs and grows when the interdependence of the elements within the system becomes relevant
(Liu, 2012). In such systems, each part has a significance of its own, and removal of a certain element
from the system leads toward destruction of the existing systems' behavior.
Generally, two types of complexity are prominently discussed in the literature. One form is industrial
diversification, which indicates that a firm is operating in different related or unrelated industries.
Another type of complexity is geographical diversification and is referred to as firms with geographic
segments. The literature provides that greater complexity leads to opaqueness in firms' activities,
thereby reducing corporate transparency (Bushman, Chen, Engel & Smith, 2004; Graham, Harvey &
Rajgopal, 2013). It also affects the quality of audited earnings (Francis & Gunn, 2015) and moderates
the influence of internal governance mechanisms on earnings management (Cheng, Li &Shevlin,
2014). In the same vein, Lee, Lev and Yeo (2007) observe that the scope for moral hazard increases
with organisational complexity, especially in firms with high organisational relatedness, because
direct monitoring by principals is difficult.
Organisational complexity is measured using the industry-wise Herfindahl-Hirshman Index.
Consistent with Cheng, Li and Shevlin (2014) complexity is defined as an indicator for high complexity,
which equals one (zero) for firm-year observations with above (below) the median first principle
component of the proportion of segment sales to total sales of the firm.
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）
Total Firm Sales
industry =1
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The measure has ranged between 0 and 1. Higher values of these indices imply more industry and
segment sales concentration, and therefore, less complexity. Thus the variable is represented by '1' for
complex firms and '0' otherwise.
Industry-Specialised Auditor
An Industry-specialised auditor is one that understands financial reporting complexities of firms in an
industry (Abubakar, 2014). Because of this status, the auditor is expected to detect financial reporting
fraud and mis-statement. It follows, therefore, that a firm audited by such specialist is expected to have
detected earnings management arising from discretionary accruals. Some studies have considered
financial expertise of the external auditor as a measure of specialization (e.g., Bedard & Biggs, 1991).
This measure can be argued to be a misrepresentation of specialization because hardly can any of the
reputed auditors be inexperienced in the financial reporting process. An alternative measure is that any
auditor that audits one-third of the firms in the industry is regarded as a specialist. The benefits of
industry specialised auditor as identified in the literature include mitigation of financial fraud (Carcello&
Nagy, 2004), reporting of lower discretionary accruals (Krishnan, 2003; Abubakar, 2014), and greater
asymmetric timeliness of earnings. Industry-specialised auditor is measured as the auditor who enjoys
at least 15 percent of the audit market share (Butar-Butar&Indarto, 2018). In other words, an audit firm
is considered a specialist if it audits up to 15 percent of the firms in the industry.
Empirical Review
Organisational Complexity and Earnings Management
Empirical studies on the association between organisational complexity and earnings management
are sparse and have yielded inconsistent results. Amit, Livnan and Zarowin (1999) studied the
accounting implication of complexity with a specific focus on inflation-adjusted earnings, earnings
response coefficients and choice of accounting methods. One of the findings was that there is a
significant relationship between complexity and choice of depreciation, indicating that in complex
firms, earnings can be managed through depreciation. The study of El Mahdi and Seboui (2011)
examined whether corporate diversification (industrial and geographic complexity) leads to higher or
lower in earnings management in a sample of United States' firms. The study found that industrial
complexity (diversification) decreases earnings management, whereas geographic diversification
increases it.
Bushman, Chen, Engel and Smith (2004) tested the relationship between financial accounting
information, organisational complexity and corporate governance systems in the United States'
companies listed on the New York Stock Exchange. The study found that organisational complexity
does not affect the quality of financial reports and that the demand for corporate governance increases
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with complexity. Teclezion and Mercelin (2014) found that earnings management is significantly
reduced in firms that pursue corporate diversification and that diversification increases the
predictability of return on assets in U.S. banking firms during the period 2001 to 2010. Also, Francis &
Gunn (2015) investigated whether auditor industry expertise influences the quality of audited earnings
in industries with high complexity. The study found that firms in complex industries have noisier
earnings occasioned by less earnings persistence, larger within-year industry variations and larger
analysts' forecast errors. Further, Farooqi, Harris and Ngo (2014) examined the interaction among
corporate diversification, real earnings management, and firm value. Their analysis indicated that
industrial diversification and the combination of industrial and global diversification aggravates
earnings management through real activities. Conversely, the study reported that global diversification
mitigated real activities manipulation. The results of Jiraporn, Kim and Mathur (2008) demonstrated
that complex firms do not suffer more severe informational asymmetry and hence, do not have higher
earnings management. However, Alhadab and Nguyen (2018) found that diversified firms have more
prevalence of both real and accrual earnings management.
From the review of literature, it is apparent that there is no empirical consensus on the effect of
organisational complexity on earnings management. The differences in findings are attributable to the
differences in the choice of technique of analysis and proxies of earnings management. The review
also reveals that these studies are foreign-based emanating mostly from the United States, which
have different regulations and more sophisticated business environment. It is therefore desirable to
explore these phenomena using data from emerging economies such as Nigeria. These lead us to two
hypotheses:
H01Industry complexity has no significant effect on earnings management of listed manufacturing
firms in Nigeria
H02 Geographic complexity has no significant effect on earnings management of listed manufacturing
firms in Nigeria
Industry-Specialised Auditor and Earnings Management
The literature also suggests that industry specialist auditors have more industry-specific knowledge
and expertise than non-specialist auditors (Dunn & Mayhew, 2004). Empirical evidence suggests that
specialised auditors attempt to protect their reputation capital through increased compliance with
generally accepted auditing standards relative to non-specialist auditors (O'Keefe, King & Gaver,
1994). Kanagaretnam, Kim and Lobo (2010) examined the relationship between auditor reputation
and earnings management and found that once auditor type and auditor industry specialization are
included in the same tests, only auditor industry specialization has a significant impact on constraining
benchmark beating behaviour. When auditor type and industry expertise are separated, auditor
industry expertise has a significant impact on the valuation of financial reporting quality. In the same
vein, Zhou and Elder (2001) found that industry specialist auditors are related to less earnings
management in the initial public offering process. Butar-Butar and Indarto (2018) found that firms that
operate in complex business environments have higher absolute accruals than firms in non-complex
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industries. From these findings, it is expected that industry-specialised auditors reduce earnings
management because of their knowledge and experience of the audit peculiarities in the industry.
H03 Industry-specialised auditor has no significant effect on earnings management of listed
manufacturing firms in Nigeria
Industry-Specialised Auditor, Organisational Complexity and Earnings Management
The moderating role of industry-specialised auditor on the relationship between organisational
complexity and earnings management can be inferred from the literature. Alhadab and Nguyen (2018)
note that if firms are different at various levels of complexity, then managers' motivations and abilities to
use various techniques to manage earnings may be determined by level of corporate diversification.
Thus, the level of complexity (industrial and geographic) are significant incentives for managers to
engage in earnings manipulation. The negative relationship between industry-specialised auditor and
earnings management is documented in the literature (Kanagaretnam et al., 2010; Abubakar, 2014).
However, to the best of our knowledge, few studies have attempted to test the moderating effect of
industry-specialised auditor on the relationship between organisational complexity and earnings
management. Francis and Gunn (2015) examined the role of auditor industry expertise the
relationship between industry accounting complexity and earnings properties. They found smaller
accruals in complex firms and that industry-specialised auditor is insignificant in non-complex
industries. Also, Bushman et al. (2004) examined the interaction among financial accounting
information, organisational complexity and corporate governance systems and found that internal
governance mechanisms vary significantly with increases in firm complexity. The finding implies that
complex firms require more systematic monitoring to mitigate agency cost (such as earnings
management). This study argues that industry-specialised auditors matter most for firms that are
complex along geographic and product lines. Therefore, it is expected that earnings management can
be detected and possibly by the specialist auditors in complex firms. These lead us to the next
hypotheses:
H04: Industry-specialised auditor has no significant moderating effect on the relationship between
industrial complexity and earnings management.
H05: Industry-specialised auditor has no significant moderating effect on the relationship between
geographic complexity and earnings management.
Theoretical Review
Agency theory propounded by Jensen and Meckling (1976) presents the theoretical underpinning of
this study. The most important basis of the theory is that managers are self-interested and that they use
their position to pursue their, which may conflict with that of the shareholders. One of the potential
areas of agency conflict is financial reporting. Davidson, Good-Stewart and Kent (2005) argue that
when managers provide inaccurate financial reporting information, it introduces earnings
management as a type of agency cost. The literature argues that the more the information asymmetry,
the higher the likelihood of earnings management, which reduces financial reporting quality (Francis &
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Gunn, 2015). Organisationally complex firms, by their nature, are more opaque and as such, provides
additional incentive for managers to pursue their interest. Industry-specialised auditors are needed
more in such organisations to ameliorate the likely reduction in the quality of earnings.
Methodology
The study adopts correlational research design, which is associated with scientific, experimental,
quantitative and deductive frameworks where researchers seek specific, quantifiable observations
and thus regularly using statistics and experiments to test their hypotheses. The correlational and expost factor design is employed to test the hypotheses. This design is relevant because it describes the
statistical association between two or more variables.The study population comprises all the
58manufacturing firms listed on the Nigerian Stock Exchange (NSE) as at 31st December 2017. Two
criteria are used to determine the sample. Firms whose data are not available throughout the sample
period and those that have been delisted from the trading schedule of the NSE during the period are
dropped. Based on thesecriteria, a sample size of 21 firms is used for analysis. Secondary data are
collected through published annual reports of the sample firms. An unbalanced panel multiple
regression is used as a technique for data analysis.
The study employs two-stage regression to disentangle discretionary from non-discretionary
components of accruals. In the first stage, a cross-sectional regression of the Kothari, Leone and
Wasley (2005) model was run to obtain the discretionary accruals, which is the residual from the
Kothari et al. (2005) model. This is consistent with prior studies (such as Ali, Salleh& Hassan, 2008) .In
the second stage, the discretionary accruals was used as the dependent variable to proxy earnings
management. Following Kothari et al. (2005), Total Accruals (TACC) is defined as the difference
between Net Income (NI) which is the earnings before taxation and extraordinary items and cash flow
from operating activities (CFO). This means that;
TACCit
（
DREV －DREC）
PPEit a 4 ROAit
1
it
＝a 0 ＋a 1 （ ）＋a 2
＋a 3
＋
＋e it
TAit
TAit
TAit
TAit
TAit

Where TACC is total accruals, D
REV is change in revenue, D
REC is change in receivables, PPE is
property, plant, and equipment and “e
” is the residual. All variables, excluding ROA (Return on Assets),
are scaled by laggedtotal assets (TAit-1).
Earnings management is measured as the discretionary accruals, which is obtained from equation (II).
The absolute abnormal accruals to proxy earnings management. The larger the value of the
discretionary accruals, the higher the earnings management and vice-versa. (Abubakar, 2014). The
study considers the absolute value of the accruals because the interest of the researcher is to estimate
the extent rather than the direction of the accruals. The signed values are relevant when the objective of
a research is to examine income-increasing and income-decreasing earnings management (Abubakar
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& Abdullahi, 2018). The following multiple regression model is estimated to test the study hypotheses;
III
EM it =
a
b
b
b
b
e
0 +
1 ICit +
2 GCit b
3 ISAit +
4 IC * ISAit +
5GC * ISAit +
it
EM = Earnings man agement measured as the residual from the Kothari et al. (2005).
IC = industry complexity measured using the industry-wise Herfindahl-Hirshman Index (HHI). This is
consistent with Cheng et al.
GC = Geographic complexity is also measured using the HHI in line with Francis and Gunn (2015).
The HHI formula is given as:
n

S

Sales Segment 2
）
Total Firm Sales
industry =1

）

Where Salessegment is the segment sale of the firm and Total Firm Sales is the total revenue accruing
from the firms' total sales for all reported segments of firm i in that year. The HHI value equals 1 for
single-segment firms and is less than 1 for multiple-segment firms, thus, the smaller the index, the
higher the degree of industrial diversification (Jiraporn et al., 2008).
In both cases (IC and GC), complexity is defined as an indicator for high complexity, which equals one
(zero) for firm-year observations with above (below) the median first principle component of the
proportion of segment sales (industry/geographic) to total sales of the firm.
ISA = Industry-specialised auditor, which is measured as an indicator (dummy) variable; 1 is assigned
when a firm is audited by a specialist during a year and 0 otherwise. A specialised auditor is one that
has at least 15% of the audit market share in manufacturing firms (Abubakar, 2014). To determine the
market share of an auditor, we counted the number of clients the audit firm has and divide it by the total
number of companies. This gives the market share of each of the audit firms.
Results and Discussion
The results of the study are presented and discussed in this section. The results presented are
descriptive statistics, correlation matrix, post-estimation tests and regression result.
Table 1: Descriptive Statistics
Variable
Mean
Std. Dev.
Min.
Max.

EM
0.102
0.100
0.001
0.574

IC
0.803
0.243
0.049
1.000

GC
0.800
0.248
0.003
1.000

ISA
0.452
0.499
0.000
1.000

Source: Summary Statistics computed using Stata
ICAN

93
AC
CU
RA
CY

T
& IN

Y
RIT
EG

International Journal of Accounting & Finance (IJAF)
Vol.9, No.2, September 2020

Organisational Complexity and Earnings Management of Listed Manufacturing Firms in Nigeria: Does Industry-specialised Auditor Matter?

The summary statistics from Table 1 shows that earnings management has an average of 0.10, a
standard deviation of 0.10, and a minimum of 0.00 and a maximum of 0.58. These indicate that the
earnings management for the sample firms are widely differentiated as it combines both high and low
quality. This is evident in the high standard deviation of 0.10. Industry complexity (IC) has a mean of
0.80 and a standard deviation of 0.24. The high average indicates that firms that are not highly complex
along industrial line make up most of the sample. This is similar to the statistics of geographic
complexity (GC) except that GC has a lower minimum value of 0.003, indicating higher complexities
along geographic lines. Industry-specialised auditor has a mean of 0.452 and standard deviation of
0.49. The mean of 0.45 shows that the specialist auditor audits a large number of firms in the industry.
Table 2
Correlation Matrix
Variable
EM
IC
GC
ISA
ISA*IC
ISA*GC

EM
1.000
-0.204
0.020
0.452
0.439
0342

IC

GC

ISA

ISA*IC

ISA*GC

1.000
0.778
-0.173
0.059
0.068

1.000
-0.052
0.185
0.188

1.000
0.838
0.751

1.000
0.832

1.000

Source: Computed by Author using Stata
Table 2 is the Pearson correlation matrix that shows the relationship among all the variables of the
study. The Table reveals that industry complexity has a negative relationship, whereas geographic
complexity positively relates to earnings management. Industry-specialised auditor has a positive
relationship with earnings management. The interaction of industry-specialised auditor and industry
complexity, and industry-specialised auditor and geographic complexity positively relate to earnings
management. The high correlations of ISA and ISA*IC and ISA*IC and ISA*GC indicate the need for
multicollinearity test because they exceed the threshold of 0.80 suggested by Gujarati (2003).
Diagnostic Tests
The study performs two major diagnostic tests. The multicollinearity test is conducted using the
Variance Inflation Factor (VIF). The result indicates VIF values less than 10, indicating the absence of
exact correlations among the study independent variables. The Breusch-Pagan/Cook-Weisberg test
for constant variance shows that the data is heteroskedastic, and thus, OLS regression may not
provide efficient estimates.
Both fixed effect and random effect regressions are run together with the Hausman specification test.
The Hausman test reveals a chi2 of 8.59 and probability of 0.13, indicating that the random effect is a
more efficient estimate. Also, the Lagrangian Multiplier test shows a probability of 0.14, indicating that
there is no panel effect in the data and that the pooled OLS regression is more suitable for analysis.
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Table 3
Regression Result

Variable
Constant
IC
GC
ISA
ISA*IC
ISA*GC
R-Square
F. Stat.
Prob.

Coefficient
0.096
-0.175
0.136
0.042
0.076
0.029
0.294
13.14
0.000

t. value
4.52
-2.83
2.13
1.94
2.08
-0.90

Prob.
0.000
0.005
0.035
0.054
0.039
0.368

Source: Computed by Author using Stata
Table 3 is the result of the OLS regression analysis (with robust standard errors). The multiple
coefficient of determination (R-squared) indicates that the variables explain about 30% of the variation
in earnings management. Probability of F. Statistics (13.14) of 0.000 shows the model is adequate in
explaining the interaction among organisational complexity, industry-specialised auditor and earnings
management.
In terms of the individual variables, industry complexity has a negative coefficient of -0.174and
probability of 0.005. This means that that industry complexity has a significant negative effect on
earnings management. This leads to the rejection of the null hypothesis one, which states that
industrial complexity has no significant effect on earnings management. The finding is in line with the
findings of Amit, Livnan and Zarowin (1999) and El Mahdi and Seboui (2011), while it contradicts the
results of Jiraporn, Kim and Mathur (2008) and Teclezion and Mercelin (2014). Theoretically, the
finding supports offsetting accrual hypothesis that predicts lower earnings management as a result of
industrial diversification, which provides additional motivation for managers to misreport earnings.
With regards to geographic complexity, the result shows a coefficient of 0.136 and probability of 0.035.
This shows that geographic complexity has a significant positive effect on earnings management.
Based on this, the study rejects that null hypothesis, which states that geographic diversification has no
significant effect on financial reporting quality. The result did not support the finding of El-Mahdi and
Sebui (2011), whereas it conforms to the result of Farooqi, Harris and Ngo (2014) who documented
that international diversification aggravates earnings management. This is in line with the information
asymmetry hypothesis, which predicted a positive effect of complexity on earnings management.
Industry-specialised auditor shows a significant positive effect on earnings management with a
coefficient of 0.042, a t. value of 1.94 and probability of 0.054. There is evidence to reject the null
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hypothesis three, which states that there is no significant effect of industry-specialised auditor on
earnings management. The result contradicts the findings of Kanagaretnam, Lim and Lobo (2010) and
Zhou and Elder (2011). However, it is also not in line with the argument that specialist auditors tend to
mitigate earnings management because of their technical expertise, resources and the desire to
protect their reputation.
Concerning the interaction of industry-specialised auditor and industry complexity, the result shows a
significant positive influence on earnings management. The result indicates that the specialist auditor
has a significant negative moderating effect on the relationship between industry complexity and
earnings management. The study, therefore rejects the null hypothesis four, which states that industryspecialised auditor has no significant moderating effect on the relationship between industry
complexity and earnings management. This does not support the assertion that complex firms require
specialist auditors that will be able to understand the diversification effect on the financial reporting
process. For geographic complexity industry specialist auditors do not seem to play a significant role in
reducing earnings management. Thus, the study fails to reject the null hypothesis five, which states that
industry-specialised auditor has a significant moderating effect on the relationship between geographic
complexity and earnings management.
The findings of this study have both theoretical and practical implications. Theoretically, the finding with
respect to industry complexity supports the offsetting accrual hypothesis which states that as a result of
uncorrelated accruals from diverse geographical segments, managers find it difficult of manage
earnings.. It also confirms the information asymmetry hypothesis with regards to geographic
complexity that predicts decreased earnings management as a result of organisational complexity.
Practically, the study does not support the call for industry-specialised auditor as an external monitoring
mechanism that could checkmate managerial excesses in the face of diversification.
Conclusion and Recommendations
This study examines whether industrial complexity plays a role in the relationship between
organisational complexity and financial reporting quality. Five hypotheses are tested, and the result
indicates that industrial complexity has a significant negative effect, while geographic complexity has
significant positive effect on financial reporting quality. Besides, industry-specialised auditor plays a
significant positive role on earnings management. More so, an industry-specialised auditor has a
significant moderating effect on the relationship between industrial complexity and earnings
management. The study does not find a significant moderating role of industry-specialised auditor on
geographic complexity and financial reporting quality relationship. Based on these findings, the
following recommendations are proffered;
Regulatory authorities such as the Securities' and Exchange Commission (SEC) should keep close
monitoring of the financial reporting process of industrially diverse firms through increased disclosure
with regards to segment reporting.
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The management of Nigerian manufacturing firms should engage industry-specialised auditors to
minimize earnings manipulation and ensure the integrity of financial reports.
Industry-specialised auditors should be encouraged by regulatory authorities to audit organisations
that are complex along industrial lines to minimise earnings management practices.
The limitation of the study is that it focuses on only the manufacturing firms listed on the NSE, the
findings of which may not apply to other industries such as the financial sector and service industries.
Also, the study may suffer from potential endogeneity threat, which is common with accounting
research literature.
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Abstract
The study examined the impact of public financial management reforms on expenditure control in
Federal Tertiary Institutions in Adamawa State. It specifically looked at the impact of Government
Integrated Financial Management Information System and Treasury Single Account on expenditure
control in three (3) tertiary institutions in Adamawa state. Primary data was collected from a sample of
102 respondents that filled and returned their questionnaire out of a sample of 111 determined from a
finite population of 156 using Krejcie and Morgan (1970) table and stratified sampling technique The
data were collected Policy Performance Evaluation Questionnaire (PPEQ) was analyzed using simple
percentage, standard deviation and chi-square. The results revealed that Government Integrated
Financial Management Information System and Treasury Single Account were adequately
implemented and both have significantly impacted on expenditure control in the Federal tertiary
institutions in the state. It was recommended that the supervisory agencies should carry out timely
monitoring to ensure full compliance with the reforms-GIFMIS and TSA. In addition, government
should keep upgrading the interface module of the Government Integrated Financial Management
Information System and Treasury Single Account to ease seamless operations.
Keywords: Expenditure control; financial management; Tertiary institutions; GIFMIS; TSA:
Introduction
Government globally, is saddled with the responsibility of promoting the general wellbeing of the
citizens and is expected to operate according to the diction of effectiveness, efficiency and economy. In
the developing countries, government's fulfillments of her obligations has been characterized by
inefficiency, poor performance and inadequate delivery of basic services (Perotti, 2003; Van Horne
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and Wachowicz, 2008). This development has forced governments to find lasting solutions to the
problems by evaluating the financial management's frameworks guiding her operations.
In Nigeria, over the years, there have been some significant changes instituted in public administration
and management. The main factors that prompted these charges/reforms could be traced to the
redefinition of the roles of the government within society, the introduction of new measures to enhance
public management performance, the emphasis of government to adhere to the principles of good
governance through increased transparency, openness, accountability and improved citizenry
participation. Other triggers of public service reform include political scandals, corruption issues, and
economic vices (Perotti, 2003; Van Horne and Wachowicz, 2008).
Public Financial Management Reform (PFMR) has become a apriority as government tries to improve
fiscal management, cash management and expenditure control by implementing various public
service management reforms (Adamole, Kunand and Kiragu, 2002). Okonjo-Iweala, 2014 and Otunla,
2014 said that the various public financial management reform measures implemented in Nigeria
includes; Treasury Single Account (TSA), Government Integrated Financial Management Information
System (GIFMIS), Integrated Payroll and Personnel information system (IPPIS), International Public
Sector Accounting Standard (IPSAS), National Charts of Accounts (NCOA) and General Purpose
Financial Statement (GPFS). This study focuses on Treasury Single Account (TSA) and Government
Integrated Financial Management System (GIFMIS).
TSA was introduced alongside GIFMIS in April, 2012 as a solution for the management of government
cash balances. It is a modern and internationally comparable accounting and financial reporting
standard that makes government accounting compliant with International Public Sector Accounting
Standard (Ndamu, 2016). Its major objective was to ensure that all government revenue, receipts and
income are collected into a single account maintained by the Central Bank and all payment are made
through the same account as well (Dressel, 2012). The system ensures accountability of government
revenue, enhance transparency and prevents mismanagement of public funds. GIFMIS on the other
hand, is an international technology based solution to financial management and accounting which
provides foundations on which different public financial management reforms were anchored. It aimed
at offering a computerized financial management information system for the government which is
efficient, effective, user friendly and increases the ability of government to undertake central control
and monitoring of expenditures and receipts in Ministries, Departments and Agencies MDA (Ndamu,
2016).
All these policies were geared towards promoting effective management of public resources by
eliminating practices of mismanagement in terms of leakages and misappropriation that exist in
government Ministries, Departments and Agencies in the country. The policies specifically provide
mechanisms for enhanced budget implementation thereby- reduces the likelihood of fraud, corruption
and other wrongdoing in the public sector (Ajayi, 2015).
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The scenario in Nigeria and the Federal owned tertiary institutions in particular indicates the failure of
most of the institutions in managing their finances effectively and efficiently (Usaku, 2009). It is against
this background that government developed frameworks which are performance based and result
oriented management control system. This led to the introduction of various public sector policy
reforms in the country. Particularly GIFMIS and TSA were introduced to support the government in all
aspects of budget preparation, execution and management. They cover all spending units,
government budgeting process and management of expenditure interface (Emmanuel, 2016). These
policies have been in operation for a reasonable period of time in the country and in the Federal Tertiary
Institutions. But there is little or no empirical information about their impacts on expenditure control in
tertiary institutions.
A number of studies (such as Olurunnishola and Fasina, 2018; Enofe, Afiangbe and Agha, 2017;
Akindele, 2016; Yusuf and Mohammed, 2016; Ahmed, 2016; Anumihe, 2015; Dauda and Jehve, 2016;
Eme, Emmanuel and Chukwurah, 2015; Idowo, 2015; Onyekpere, 2015; and Uzuoke, 2015)
conducted in Nigeria examined contemporary issues relating to TSA and GIFMIS. However, these
studies only focused on implementation and operational bottlenecks of GIFMIS and TSA, most
importantly ignoring its effects on expenditure monitoring and control especially in the educational
sector (tertiary institutions). It is against this backdrop that this study assessed the impact of GIFMIS
and TSA implementation on expenditure control in federal tertiary institution in Adamawa State,
Nigeria.
Objectives of the Study
The main objective of this study is to examine the impact of public financial management reform on
expenditure control in Federal tertiary institutions, in Adamawa state, Nigeria. Specific objectives are
to;
i.
Determine the extent of implementing of GIFMIS and TSA by the tertiary institution in Adamawa
State.
ii.
Assess the impact of Government Integrated Financial Management Information System
(GIFMIS) on expenditure control in federal owned tertiary institution in Adamawa State.
iii. Assess the impact of Treasury Single Account (TSA) on expenditure control in federal owned
tertiary institution in Adamawa State.
Research Questions
i.
What is the extent of implementation of GIFMIS and TSA in the federal tertiary institutions in
Adamawa State?
ii.
What is the impact of GIFMIS on expenditure controls in federal owned tertiary institutions in
Adamawa State?
iii. What is the impact of TSA on expenditure controls in federal owned tertiary institutions in
Adamawa State?
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Research Hypotheses
The following null hypotheses were tested by the study;
H01: GIFMIS and TSA were not significantly implemented in federal tertiary institutions in Adamawa
State
H02: GIFMIS has no significant impact on expenditure control in Federal owned tertiary institution in
Adamawa State.
H03: TSA has no significant impact on expenditure control in federal owned tertiary institutions.
Scope of the Study
This study focused on the impact of public financial management reforms on expenditure control in
federal owned tertiary institution in Adamawa State. The study specifically looked at the following
federal owned tertiary institutions; Modibbo Adama University of Technology (MAUTECH) Yola,
Federal Polytechnic Mubi (fpm) and the Federal College of Education (FCE) Yola.
Literature Review
Concept of Public Financial Management:
Financial management is a specialized function directly associated with the top management of an
entity that ensures efficient and effective management of funds in such a way as to accomplish the
objectives of the entity (Schick, 1998). Public financial management refers to the set of laws, rules,
systems and processes used by government to mobilize revenue, allocate public funds and undertake
public spending, account for funds and audit results, it encompasses the set of functions, which is
generally regarded as a cycle with six phases consisting of: policy, budget formulation, budget
approval, budget execution, accounting and external audit (Lawson, 2013). Public financial
management activities usually encompass a large number of actors who ensure it operates effectively
and transparently while at the same time preserving accountability. Public financial management
(PFM) rules governs how budget are formed, disbursed and accounted for (Lawson, 2013).
Public Financial Management Reform in Nigeria:
Public financial management reform is an essential part of development process adopted in many
developing counties of the world, it continued to grapple with the mechanism of good governance,
resource management including effective revenue generation and efficient allocating of public funds
(Krause, 2013). World bank (2007) concluded that reform of ineffective public financial management
systems, processes and institutions in developing countries is critical to secure long-term economic
success, to maximize the efficient use of limited public resources, to create the highest level of
transparency and accountability in government finances and most importantly to generate more and
better services for the citizens of the country.
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In Nigeria, public financial management reform is one of the four pillars of the national strategy for
Public Service Reform (NSPSR). The NSPSR was developed by the Nigeria Bureau of Public Service
Reforms (BPSR) with the support from the UK-Department for International Development (DFID). In
2008 as an overall strategic movement towards change in Nigeria public sector. The four pillars of
NSPSR includes; creating an enabling institutional and governance environment, an enabling socioeconomic environment and civil service administrational reform (Mede, 2016). On this basis, the
Nigerian government came up with the following reforms that specifically aimed at promoting efficiency
in public accounting operations, International Public Sector Accounting Standard (IPSAS), National
Charts of Accounts (NCOA), Accounting Transaction Recording and Reporting System (ATRRS), EPayment and E-Remittance of Independent Revenue, Government Integrated Financial Management
Information System (GIFMIS), Treasury Single Account (TSA) and Integrated Payroll and Personnel
Information System (IPPIS).
Government Integrated Financial Management Information System (GIFMIS):
The GIFMIS is a sub-component of the Economic Reform and Governance Project (ERGP) that was
approved by World Bank in 2001 (GIFMIS Manual, 2012). GIFMIS is designed to support the public
resource management and targeted anti-corruption initiatives area through modernizing fiscal
processes using better method, techniques and information technology (Ahmed, 2016). The system
fosters strategic management of public financial resources for enhanced accountability, transparency,
cost effective public service delivery and economic growth (Ukwu, 2015).
In Nigeria, GIFMIS was implemented by the federal government from April, 2012 to improve public
expenditure management among other things. It was directed for an efficient, effective and userfriendly computerized financial management information system to increase the ability of the federal
government to undertake central control and monitoring of expenditure and receipts in the MDA's
(Eme & Daniel, 2015). The GIFMIS was designed to support the government in all aspects of budget
preparation, execution and management of government financial resources. The system covers all
spending units, government budgeting process and managing expenditure transactions including
interfaces (Emmanuel, 2016).
Treasury Single Account in Nigeria:
The TSA is a public accounting system, under which all government revenue, receipts and income are
collected into one single account, usually maintained by the country's control bank and all payments
are done through the same account (Morgner,2013). It is a public sector accounting reform which
according to Dressel (2012) was aimed at ensuring accountability of government revenue, enhancing
transparency and avoiding mismanagement of public funds. He further said that the introduction of
TSA receive priority in countries with fragmented government banking arrangement as a public
financial management reform agenda.
In Nigeria, the TSA policy as mooted by CBN at its 235th Monetary Policy Committee meeting in 2009
(Onyekpere, 2015) and in 2012, a pilot scheme using 217 MDA's was run as a test case. Consequent
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upon which the government directed that all MDAs were to close all their accounts domiciled in the
commercial banks and transfer the balances to the TSA with CBN on or before 28th February, 2014.
However, the directive was ignored by the agencies and there was no sanction for default possibly
because of the then government re-election plan (Anumihie, 2015). On 9th August, 2015 another
directive on redirecting was given with much emphasis that all MDA's should close their accounts
domiciled in commercial banks and transfer balances to the federation account. These arrangements
unified the structure of government banks accounts or set of linked bank account through which the
government transact all the receipts and payments and get a consolidated view of the cash position at
all times (Idowo, 2015).
Empirical Review
Olurunnishola and Fasina (2018) investigated the effectiveness of TSA and GIFMIS in promoting
transparency and accountability in public funds management using a survey research design through
the administration of questionnaire on 150 staff of Federal agencies domiciled in Ekiti state of Nigeria.
Analyzing the data using t-statistics, it was found that financial management reforms are significant in
promoting transparency and accountability.
Enofe, Afiangbe and Agha, (2017) studied financial management reforms in Nigeria and its effect on
corruption, using a sample population of 90 drawn from Federal and State MDAs' in Edo State and
analyzing the data obtained using least square regression, the study found a positive relationship
between TSA and GIFMIS and corruption
Dauda and Jehve (2016) conducted a study on the benefits of treasury single account in Nigeria. The
study used secondary data in terms of revenue generation by the country within six (6) months of the
implementation of TSA in Nigeria. The study found among others things that TSA has reversed the
overall government account position, from an average overdraft of ?102 billion in 2011 to a credit of
?86 billion in 2013. This shows a positive increase in revenue drive and the fight against corruption.
The study observed that with all this benefits, TSA has a challenge of ensuring total blockage of
leakage from revenue accruals.
Eme Emmanuel and Chukurah (2015) analyzed the pros and cons of TSA policy in Nigeria. The study
used secondary data from the records of collections and information on accounts saved to analyze the
pros and cons of the programme. The study shows that TSA has so many pros such as blocking
leakages, increase country daily revenue by 25% and reduced institutional corruption. This by
implication shows that TSA promotes transparency and accountability in public financial dealings,
therefore, expenditure control. However, they also noted that difficulties in accessing fund through
TSA, inadequate personnel and weak internal control mechanisms were the major cons of TSA in
Nigeria.
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Methodology
The research design adopted for the study was survey design, the design was adopted to collect data
from sampled respondents through questionnaire. The survey research design (opinion research) was
used because the reforms were recently implemented in Nigeria tertiary institutions (October, 2014
through to September, 2015). This makes comparative analysis of financial figures rather too early for
now. The data collected were analyzed using simple percentage, mean score and standard deviation
and chi-square statistics.
Population and Sample size of the Study
The population of the study consists of the three federal owned tertiary institutions in Adamawa State,
namely; Modibbo Adama University of Technology, Yola; Federal Polytechnic Mubi, and Federal
College of Education Yola. For the survey, the population comprises of all bursary staff, audit staff and
management staff in the three (3) federal tertiary institutions in Adamawa State. Based on the presurvey result, the study population was 156, arrived at as presented in table 3.1.
Table 3.1 distribution of the survey population based on category of staff in the institution studied.
Categories of Staff

MAUTECH Yola

Federal Poly Mubi

FCE yola

Total

Bursary staff

31

69

12

112

Audit staff

10

18

7

35

Management staff

3

3

3

9

Total

44

90

22

156

Source: Field Survey, 2018
The study sample size consists of 111 staff drawn from the three federal tertiary institutions in
Adamawa State. The sample as determined using Krejcie and Morgan (1970) table for determining
needed size (s) of a randomly chosen sample from a finite population (N) cases such that the sample
proportion (p) was within
i.
ii.
iii.
iv.
v.

Approvers; (in the case of university, the vice chancellor and a deputy, in polytechnics, they
include rector and a deputy; while in college of education, provost and a deputy provost.
Reviewers; this comprises all the bursars and the deputy bursars of each institution.
Auditors: are staffs working in the audit unit of the institutions.
Initiator; these are accountants who are assigned to initiate payments
Expenditure control accounts officers working in the expenditure units of the institutions.
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Table 3.2 Distribution of Study Sample Based on Institutions
Institutions

Approvers

Reviewers

Internal

Initiators

Auditors

Exp-Control

Total

Accountants

FED. POLY MUBI

1

1

9

29

25

65

MAUTECH, YOLA

1

1

5

14

10

31

FCE, YOLA

1

1

3

5

5

15

TOTAL

3

3

17

48

40

111

Field Survey, 2018
Method and Instruments for Data Collection
Field survey using policy performance evaluation questionnaire (PPEQ) was the major instrument
employed to gather the primary data. The questionnaire was adopted from Olukake (2013) with some
modifications and it was designed to purposely collect data for evaluation of public policies as applied
to this study. The questionnaire was designed to specifically gather data that addressed the impact of
GIFMIS and TSA on expenditure control of the selected distributions in the study area. The
questionnaire was structured to contained close ended questions on five (5) point Likert graded
summation scale with strongly disagree (SD) one (1) point; disagree (DA) two (2) point; undecided
(UD) three (3); agreed (A) four (4) points and strongly agreed (SA) five (5) points.
A pre-test was conducted on twenty (20) people to ascertain the reliability of the instrument. Reliability
co-efficient of 0.82 was estimated using cronbach alpha reliability test. And based on crobach lowerstakes standardized tests for internal consistencies of 0.80-0.85 in Olukake (2013) the alpha coefficient of 0.82 implies that the instrument is reliable.
Data Presentation and Analysis
Table 4.1 Questionnaires Administration and Return
Institution

%returned

Mautech, Yola

No. administered No
returned
31
30

96.8

No not
returned
1

% not
returned
3.2

Fed Poly, Mubi

65

57

87.7

8

12.3

FCE, Yola

15

15

100.0

-

0.0

Total

111

102

91.9

9

8.1

Source: Field Survey, 2018
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Extent of GIFMIS and TSA implementation in federal owned tertiary institutions
Research question one: to determine the extent of GIFMIS and TSA implementation in federal
owned tertiary institutions in Adamawa State.
Table 4.2 GIFMIS and TSA implementation in federal owned tertiary institutions.
S/N

Questionnaire statement SA

A

1

Financial transactions
are carried out through
special accounts
maintained with CBN as
required by TSA

69(67.7
%)

2

Major Accounts
Domiciled In
Commercial Banks Are
Closed

UD

SD

Total

Mean Std. Dev

31(30.4 2(1.9% 0(0.0
%)
)
%)

0(0.0
%)

102(100
%)

4.65

3.0411

77(75.5
%)

11(10.8 9(8.6% 5(4.9
%)
)
%)

0(0.0
%)

102(100
%)

4.57

2.9610

3

Minor Accounts Are Still 1(0.9%)
Operated In Commercial
Banks

15(14.7 4(3.9% 61(5
%)
)
9.9%
)

21(2
0.6%
)

2.16

1.0311

4

All accrued revenues
from IGR is remitted to
the appropriate
accounts in CBN

14(13.7
%)

84(82.4 3(2.9% 0(0.0
%)
)
%)

1(0.9
%)

4.08

3.1449

5

Staff are properly
trained and oriented on
GIFMIS and TSA

40(39.1
%)

32(31.4 10(9.8
%)
%)

4(3.9
%)

16(1
5.7%
)

3.75

2.5481

6

All payments are
processed through
GIFMIS/TSA accounts

46(45.1
%)

19(18.6 13(12.
%)
8%)

20(1
9.6%
)

4(3.9
%)

102(100
%0

3.81

2.1663

7

Stakeholders supported
GIFMIS/TSA reform

58(56.9
%)

4(3.9%
)

0(0.0
%)

11(1
0.8%
)

102(100
%)

3.96

2.5182

3.85

2.4812

Average

29(28.
4%)

D

Source: Field Survey, 2018
Table 4.2 shows an average mean of 3.85 which indicate that the respondents are of the opinion that
the federal owned tertiary institutions complied with the directives of the government that all
transactions be channeled through GIFMIS and TSA framework. While an average standard deviation
of 2.4812 shows element of dispersion in view by the respondents.
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GIFMIS and expenditure control in federal tertiary institutions.
Research Question Two: To examine the effect of GIFMIS on expenditure control in federal owned
tertiary institution in Adamawa State.
Table 4.3: GIFMIS and Expenditure Control in Federal Tertiary institutions
S/N

Questionnaire statement

SA

A

1

GIFMIS has provided
adequate mechanism for
regulating expenditure

34(33.4
%)

2

GIFMIS increase the ability
of FGN to undertake
central control on
expenditure

3

UD

D

SD

Total

Mean Std.
Dev

29(28.1 4(3.9% 30(2
%)
)
9.4%
)

5(4.9
%)

102(100%

3.56

2.6331

64(61.3
%)

21(20.6 2(1.9% 10(9.
%)
)
8%)

6(5.9
%)

102(100%)

4.27

3.0061

GIFMIS has strengthen
internal control that prevent
fraud during payments

42(41.2
%)

34(33.4 8(7.8% 8(7.8
%)
)
%)

10(9.
8%)

102(100%)

3.88

2.1793

4

GIFMIS has flexible
procedures that eased
expenditure process

23(22.5
%)

58(56.9 6(5.9% 8(7.8
%)
)
%)

7(6.9
%)

102(100%)

3.80

2.9166

5

GIFMIS mechanisms has
adequately control
expenditure

30(29.4
%)

35(34.4 2(1.9% 34(3
%)
)
3.4%
)

1(0.9
%)

102(100%0

3.58

2.1033

3.82

2.5677

)

Average

Source: field survey, 2018
Table 4.3 shows a mean value 3.82 which indicates that GIFMIS has provided adequate mechanisms
for controlling expenditure and increase the ability of FGN to undertake central control of expenditure in
federal tertiary institution and an average SD of 2.5677 suggest significant dispersion in the view of the
respondents.
Treasury single account and expenditure control in federal tertiary institution
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Table 4.4: TSA and expenditure control in federal tertiary institution
S/N

Questionnaire statement

SA

A

UD

D

SD

Total

Mean Std. Dev

1

TSA has ensured all
receipts, are paid into one
account with CBN and
payments processed
through the same account

66(64.7
%)

23(22.5 6(5.9% 7(6.9
%)
)
%)

0(0.0
%)

102(10
0%

4.45

3.6233

2

TSA ensured -----------------------------------------blockage of leakages and
other misappropriations

61(59.8
%)

11(10.8 2(1.9% 20(1
%)
)
9.6%
)

8(7.8
%)

102(10
0%)

3.92

2.8316

3

TSA ensured strict
spending on budget items

56(54.9
%)

22(21.6 6(5.9% 16(1
%)
)
5.7%
)

2(1.9
%)

102(10
0%)

4.12

3.1411

4

TSA has ensured better
government monitoring
expenditure of institutions

69(67.6
%)

19(18.7 11(10.
%)
8%)

3(2.9
%)

102(10
0%)

4.37

3.1642

4.22

3.1951

)

0(0.0
%)

Average

Source: Field Survey, 2018
Table 4.4 indicate that an average mean of 4.22 shows that TSA improves cash receipts and ensures
that all revenue accrues from institution are paid into a single government which aided in expenditure
control. An average standard deviation of 3.1951 shows a high dispensation in the respondents' view
on the matter.
Test of hypothesis
Hypothesis one: the federal tertiary institution in Adamawa State has not significantly implemented
GIFMIS and TSA reforms.
The relevant data was tested using chi-square statistics.
Table 4.5 chi-square on the extent of GIFMIS and TSA implementation in federal tertiary institutions
Value

Pearson chi-square
Likelihood ratio
Fisher s exact test
Linear by liver assoc.
N of valid cases

36.988
34.956
32.580
0.837
102

Df

Asyrn.sig(2side)

95% confidence interval (2-sides)

24
24

0.769
0.752

0.086
0.085

1

0.631

0.644

Sig

Lower
bound
0.856
0.987
0.877
0.652

Upper
bound
0.905
0.841
0.426

Source: SPSS version 22 data processor 2018
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Chi-square value X2cal = 36.988

X2 table df = 24 at 0.01 significant level 36.420

2

2

Decision: since X cal of 36.988 is greater than X table of 36.420, the null hypothesis is rejected.
Therefore, the conclusion with respect to research hypothesis one (H01) is that the federal tertiary
institutions has significantly implemented GIFMIS and TSA reforms.
Hypothesis two: GIFMIS has no significant impact on expenditure control in the federal tertiary
institution in Adamawa State.
Table 4.6: Chi-square on the impact of GIFMIS on expenditure control in Federal tertiary institutions.
Value

Df

Asyrn.sig(2side)

95% confidence interval (2-sides)
Sig

Lower
bound

Upper
bound

Pearson chi-square

44.938

30

0.448

0.520

0.094

0.247

Likelihood ratio

43.608

30

0.434

0.539

0.072

0.197

Fisher s exact test

41.134

0.449

0.067

0.191

Linear by liver assoc. N

0.533

0.863

0.796

0.930

1

0.856

of valid cases
N of valid cases

102

Source: SPSS version 22 data processor 2018
Chi-square value X2cal = 44.938 X2 table df = 30 at 0.05 significant level = 43.770
2

2

Decision: since X cal of 44.938 is greater than X table of 43.770, the null hypothesis is rejected.
Therefore, the conclusion with respect to research hypothesis two (H02) is that GIFMIS has
significantly impacted on expenditure control in the federal tertiary institutions in Adamawa State.
Hypothesis three: TSA has not significantly impacted on expenditure control in the federal tertiary
institution in Adamawa State.
Table 4.7: Chi-square on the impact of TSA on expenditure control in federal tertiary institution.
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Value

Df

Asyrn.sig (2- 95% confidence interval (2-sides)
side)
Sig
Lower
Upper
bound
bound

Pearson chi-square

38.394

24

0.497

0.441

0.345

0.538

Likelihood ratio

36.225

24

0.394

0.422

0.326

0.517

Fisher s exact test

34.083

0.373

0.279

0.466

0.392

0.297

0.487

Linear by liver assoc. N 0.946
of valid cases
N of valid cases

1

0.460

120

Source: SPSS version 22 data processor 2018
Chi-square value X2cal = 38.394
2
X table df = 24 at 0.05 significant level = 36.420
Decision: since X2cal of 38.394 is greater than X2table of 36.420, the null hypothesis is rejected,
therefore the respondents' views that TSA has significantly impacted on expenditure control in the
federal tertiary institutions in Adamawa State.
Results and Discussion
The study revealed that GIFMIS and TSA were significantly implemented in the Federal Tertiary
Institutions in Adamawa State and that government objective of financial management reforms which
is geared towards efficient and effective utilization of funds for better results is realized in these
institutions. The study shows that GIFMIS has significantly impacted on expenditure control in the
federal tertiary institutions in Adamawa state, and aligns to the research work of: Olurunnishola and
Fasina (2018); Enofe et.al., (2017); Ahmed, (2016); Odoyo, Adero and Chumba, (2014). This implies
that, to a large extent, the era of wasteful and exaggerated spending in public sector is over. The dawn
of probity is ushered in these tertiary institutions.
The results of the relationship between TSA and expenditure control shows that TSA has significantly
impacted on expenditure control in the federal tertiary institutions in Adamawa state which agrees to
the work of: Olurunnishola and Fasina (2018); Enofe, et.al., (2017); Dauda and Jehve (2016);
Chukwu, (2015); and Onyekpere (2015). This implies that the implementation of TSA reform has
ensured strict adherence to budget provision by putting in place mechanism that reduces excess
expenditure of allocated funds.
Conclusion
The Nigerian public sector has been characterized by waste and inefficiency over the years. The
indiscipline prevalent in government spending (expenditure) has significantly limited the effective
performance of government ministries and agencies. To curb the wastages and inefficiencies in
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government circles including tertiary institutions, Public financial management reforms became
inevitable. This study revealed that the introduction of the GIFMIS and TSA reforms has been
significantly implemented by federal tertiary institutions. The implementation of these reforms has
made significant impact on expenditure control in these institutions. The study concluded that the
implementation of GIFMIS and TSA has significantly achieved its goal, specifically, in the area of
expenditure control in the Nigerian public sector as evidence in the federal tertiary institutions in
Adamawa State. The study recommends that:
i.
To ensure maximum goal achievement, regulatory agencies should carryout implementation
monitoring to ensure all the requirements of the reforms are fully complied with.
ii.
GIFMIS and TSA require constant or unterrupted network service thus service providers should
ensure adequate and uninterrupted network supply at all times.
iii. Public institutions should consolidate their internal control mechanisms to ensure total blockage
of leakages through proper application of e-collection and e-payments systems and processes.
Future studies should be carried out using time series studies on the impact of these reforms pre and
post implementation should be conducted to substantiate the findings of this study
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Abstract
The study examined factors affecting academic performance of accounting student in tertiary
institution. Some of these factors like; age, gender and finance have been examined in literature.
However, this study also employs the construct of religious activities and its impact on academic
performance which most previous studies have not considered. A cross-sectional study design was
adopted and primary data collated from one hundred and fifty three (153) Accounting students enrolled
at Bowen University. Frequency, Mean, Standard Deviation, Pearson correlation and multiple
regression analysis were used to analyse data obtained from the questionnaire. The findings revealed
that age and gender are not significant predictors affecting accounting student academic performance.
Also, the study found that religious activities (Chapel attendance of 3 times per week) were significant
in impacting accounting student academic performance as well as conducive learning environment.
The research was conducted at the start of a new semester and not all students on the accounting
programme had resumed. The study was also limited to one private Institution, further study could
examine more private universities. The study adds to the existing literature on the value-relevance of
social, educational and financial factors that influence accounting students' academic performance in
tertiary institutions in Nigeria. The study found that demographic, academic, financial and religious
factors affect students' academic performance with variations. It is imperative for management of
institutions to ensure conducive learning environment to help improve accounting student academic
performance of students and also look into compulsory religious activities schedule.
Keywords: academic performance, perception, financial factors
JEL Classification Code: C31, I21, M41
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1.0
Introduction
There are various factors that could influence accounting students' academic performance which
range from stress, ability to comprehend, inadequate research facilities, inadequate materials for
study and unstable environment. However, factors that affect students' academic performance may
vary based on programme being run (post-graduate, undergraduate, advanced level or pre-degree) or
the course of study. Mlambo (2011) noted that poor academic performance of students could result in
unacceptable levels of attrition, reduced level of students for Advanced level programmes and in turn
undergraduate programmes. This could translate to reduced graduate throughput and increased cost
for training the nation's future labour force. The focus of this research is to examine the factors that
affect academic performance of accounting undergraduates at Bowen University, Iwo, Osun State
Nigeria.
Other factors of significance which could affect academic performance include: ability for personal
study, qualification (as well as expertise) of staff, access to study materials, conducive learning
environment, communication skills, lecture environment, collaboration and cooperation. Sansgiry,
Bhosle and Sail (2006) noted that survey methods exist to measure the variables stated earlier. The
Grade Point Average (GPA) for undergraduates is the common system used by administrators to
measure students' academic performance. Olatunji, Aghimien, Oke and Olushola (2016) noted that
successful performance of students is measured by most educators based on entry standards.
Moreover, this may not be a very effective measure as academic success may be viewed differently by
lecturers and students. There is also the increased concern on the performance of students as success
in academics is widely considered in gaining good employment after graduation. The issue of
improved academic performance has also become a source of concern for students across Nigerian
universities. Similarly, stakeholders (Parents, teachers, guardians, counsellors) in the Nigerian
educational system are equally concerned about students' performance (Akomolafe & OlurunfemiOlabisi, 2011). This could be because students are considered the greatest asset of any educational
institute. More so, schools are established with the purpose of impacting knowledge (Fadokun, 2009).
Thus, making poor academic performance a major concern for stakeholders in educational
institutions. In addition, sponsors of students would desire value for money especially in Nigeria where
the cost of education in privately owned institutions far outweighs the cost of state-run institutions.
Various studies (Galiher, 2006; Lubinski & Camilia, 2006; Al- Mutairi, 2010; Yusoff, Rahim & Yaacob
2010; Akomolafe & Olorunfemi-Olabisi, 2011) have been carried out on undergraduate students'
academic performance in Government owned institutions. However, this study seeks to examine
factors that affect the performance of accounting undergraduate students, to determine whether the
factors that affect academic performance in literature reviewed are similar to factors identified amongst
accounting students in Bowen University . Olatunji et al., (2016) noted that study habits, student's selfconcept, teacher qualification, teaching method, school environment, and government factors affect
students' performance. The focus of this study is to examine factors that affect the academic
performance of accounting undergraduate students in Bowen University. The paper makes the
following contributions to knowledge: it provides insight on factors affecting performance of accounting
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undergraduate students and gives suggestions of ways to improve their performance. To guide this
study, the following research questions were answered and the null hypotheses tested at 0.05 level of
significance.
1.2
Research questions and hypotheses
The following questions are answered by this research:
RQ1: To what extent do demographic, academic, financial and religious (DAFR) factors affect
accounting student academic performance?
RQ2: What are accounting students' perceptions of factors that impact their academic performance?
Hypotheses
H01: Age has no significant influence on accounting students' academic performance.
H02: Gender has no significant influence on accounting students' academic performance.
H03: Entry type has no significant influence on accounting students' academic performance.
H04: Ordinary level type has no significant influence on accounting students' academic performance.
H05: Ordinary level result has no significant influence on accounting students' academic
performance.
H06: Academic level has no significant influence on accounting students' academic performance.
H07: Financial status has no significant influence on accounting students' academic performance.
H08: Religious inclination has no significant influence on accounting students' academic
performance.
H09: Demographic, academic, financial and religious factors collectively have no significant influence
on students' academic performance.
2.0 Literature Review
Institutions are established for the purpose of passing knowledge to their major assets which are
students and these institutions cannot exist in isolation of the students. Thus, it becomes necessary to
be concerned about the academic performance of the major assets of institutions. Literature is rife with
studies on academic performance of students and especially in government owned institutions
(Applegate & Daly, 2006; Hedjazi & Omidi, 2008; Al-Rofo, 2010 Ali, Haider, Munir, Khan & Ahmed,
2013).
This research contributes to the existing body of literature on undergraduate students' academic
performance, by using a privately-owned institution. There is paucity of research on factors affecting
performance of undergraduates in Private Institutions as compared to Government owned institutions
in Nigeria. Most studies on factors affecting performance of undergraduate studies use the Grade
Point Average (GPA) as a common factor to show the performance of students. Sansgiry, Bhosle and
Sail (2006) noted that the GPA remains a primary indicator for performance in the academic
environment. Various studies have examined factors affecting students' academic performance in
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general (Banard, 2004; Roberts, 2007; Shafiq, Farooq, Chaudhry & Berhanu, 2011) while others have
focused on course of study (Mlambo, 2011; Jeffres, Barclay & Stolte, 2014 & Suhas & Panya, 2016).
Performance of students could be influenced by social, economic, socio-cultural, personal and factors
which could be demographic, financial and religion factors in relation to this study. Adepoju cited in
Ebenuwa-Okoh (2010) suggest how socio-psychological variables such as self esteem, test-anxiety,
locus of control and workload could affect academic performance. However, the study by Adepoju
adopted a univariate approach and considered psychological factors in terms of self esteem, locus of
control and test of anxiety. This present study examines the relationship between academic
performance of undergraduates with a focus on demographic, academic, financial and religious
factors considering more than one variable. Very few prior studies have provided empirical evidence of
the nature and strength of relationship between academic performance and students age, gender and
financial status when viewed from a school perspective( Oduiko & Adeyemo, 1999). This study also
goes further to consider the influence of religious activities on academic performance on academic
performance which has not been considered by prior studies.
Age is considered a variable in this study that may likely affect academic performance as age is
considered to affect every area of human performance (Ukueze, 2007). Gender on the other hand,
relates to the differences in sex with reference to male or female. Financial status is also considered in
terms of students monthly stipend whether if financial needs are met it affects the academic
performance of students or not. Egbule (2004) noted that financial needs met adequately could
possibly affect the academic performance of students. Religious factors is another variable
considered in this study in terms of religious activities whether the number of religious activities affect
academic performance.
Though these factors strongly influence the performance of accounting students, however, these
factors which could affect academic performance differ from country to country and person to person
(Singh, Malik & Singh, 2016). Olanipekun (2015) noted that studies have shown evidence of
distinction of academic performance between gender such that female students tended to have a
higher emotional intelligence level. Similarly, Battal (2012) disclosed that females showed a higher
reading ability and culture in their academic performance than the males. In addition, Fabunmi's
(2004) study on the role of gender in secondary school students' performance found that gender was
significant in the academic performance of students. However, research by Borde (1998) noted that
gender did not influence academic performance.
Furthermore, various studies (Portes & Rumbart 2001/2005, Kroneberg 2008) showed that academic
performance varies across nationalities. In a study by Yousef (2011) he noted that foreign students
outperformed local students in Business Studies. Richardson (1994), observed that matured students
performed better than younger students as matured students seek better understanding than surface
understanding compared with younger students. The influence of age on academic performance is
seen in the study by Richardson. According to Chong, Cheung and Hui (2009) absenteeism is
considered a major factor affecting performance of students. Brauer cited in Teixeira (2016) supports
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this and notes that absenteeism is likely to jeopardise teaching and learning. He notes that the reasons
for absenteeism may have to do with factors such as: low quality instruction, students have already
mastered the material, or they can learn the material better by spending the same time studying in
other ways. Contrarily Crede, Roch and Kieszczynka (2010) notes that class attendance is beneficial
for learning, irrespective of the specific teaching mode or modes used by the Instructor. Various
researches (Chen & Lin, 2008; Romer, 1993; Schmulian & Coetzee, 2011) on students' academic
performance reveal absenteeism as a major factor affecting students' performance. Similarly, Chen
and Lin (2008) note that absenteeism can be associated with poor performance and thus should be
monitored properly. Thus, attendance in class should be encouraged and enforced (Romer 1993 &
Brauer 1994). Stephenson (1994) noted that a captive audience may not be an ideal environment and
mandatory attendance may distort the opportunity cost of absenteeism and impose welfare loss on the
student.
Furthermore, Kochhar (2002) opined that proper guidance could contribute to improved academic
performance despite the factors identified earlier that could affect students' academic performance.
Student participation in class exercises and activities could also affect academic performance as
active participation could highlight areas that could be improved upon. A study by Robert and Sampson
(2011) on students' academic performance noted that active participation in the learning process could
help to improve students' performance. However, Jeffres, Barclay and Stolte (2014) stated that the
consideration of students as assets of the institution and subsequent treatment as customers has
reduced the value placed on education. Thus, education is seen by the students as something that is
owed them for the financial amount involved rather than as education to be earned. This creates the
feeling that they are owed the services rendered and as such there is no motivation to strive to perform
in their academics (Kopp, Zinn, Jurich & Finney, 2011). Most studies have measured academic
performance using the Grade Point Average. This study also adopts the grade point system to
measure academic performance. However, Tan and Yates (2007) note that academic performance
can be measured based on past examination performance. The success of a student academically is
seen as critical to employability in the labour market. This could be seen in a country such as Nigeria
where the number of unemployed graduates is on the increase. Rockoff (2003) and Kingdon (2006)
noted that academic performance can be measured through grades and test scores as well. Various
researches have been conducted on factors that affect students' performance in developed countries.
However, not too many studies have been conducted in developing countries such as Nigeria.
The use of electronic platform has changed the way assessment of students has been done previously.
The electronic based system brings about a reduction in the use of the paper-based system and this is
useful in ensuring a green environment in other to achieve sustainability (DeRosa 2007). The reduced
use of paper reduced the effect of burning on the environment which could cause pollution and
depletion of the ozone layer which are harmful for environmental sustainability. Assesment generally
provides an understanding of a student's performance. This is useful to determine whether the student
has understood the aspect being assessed (Garas & Hassan, 2018). Chua and Don 2013 noted that
the use of computer-based tests has been adopted for examinations such as SAT, IELTS, ACCA. It is
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pertinent to note that despite the adoption of computer-based examinations there is still a clamour that
the computer-based examination is not the same as the paper-based examinations.
Nonetheless, computer based assessment is useful as it is advantageous in the following areas; it
enables students to know their weaknesses and strengths, assess their study progress, and improve
their study skills (Marriott & Lau, 2008; Marriott, 2009). In addition, Simin and Heidari (2013) stated that
computer based assessment is not prone to human error, saves staff time including supervising and
marking, reduces printing costs, monitors the students' progress, and provides timely and constructive
feedback. Various researchers (Aisbitt & Sangster, 2005). investigated the effectiveness of computerassisted learning, including e-Assessment as an alternative to existing teaching methods in the new
educational era. From the results of their study they observed a positive relationship between student
performance and the use of e-Assessment. Similarly, they noted that using computer-based
instruction and e-Assessment in accounting education may be a practical alternative to traditional
teaching methods and paper-and-pencil assessment and to reduce the attainment gap as well.
Conversely, Simin and Heidari, (2013), Litherland, Carmichael, and Martinez-Garcia, (2013) noted
that computer based assessment can be costly considering the purchase of software and hardware
required for computer based assessment and time consuming to set up. Similarly, electronic based
assessments CBE have negative effects as noted by (Akcay, Durmaz, Tuysuz & Feyzioglu, 2006).
Other scholars also contend that when students are motivated and testing conditions are same, there
are no differences between the scores obtained via computer and paper-based exams (Lynch, 1997 &
Marson et al, 2001). Moreso, Adomi and Kpangban (2010) posit that most developing countries such
as Nigeria have inadequate resources for the sustenance of computer-based examinations. This is
evident in the poor network availability and absence of required hard and software. The absence of
skilled personnel is another challenge of electronic based assessment. Waziri, Tahir and Sani (2019)
noted that the use of electronic based assessment could distort the professionalism and practicality of
Accounting. This is necessary as students would consider sitting for professional accounting
examinations and their output in terms of practicality. This could imply that electronic based
assessments could work for other courses which may not involve practicality. However, in accounting
the use of electronic based assessments may not capture practicality in total.
For the purpose of this study, academic performance is a students' success or failure at the end of the
period for courses being taught. The Grade Point Average (GPA) is used as the measure for academic
performance. Kochhar (2000) opined that proper guidance is necessary to help students with
problems like lack of correlation between talent and achievement, faulty study practice, imperfect
methods of learning and the like.
Robert and Sampson (2011) noted that students who effectively participate in the learning procedure
are seen to have a higher CGPA (cumulative grade point average). Despite the factors identified above
that could impact on students' performance. Ebenuwa-Okoh (2010) noted that academic performance
of undergraduate students in Nigeria is on the decline.
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3.0
Methodology
The sample of the study consisted of 250 Accounting students of Bowen University, Iwo, Osun State,
Nigeria. The simple random technique was used to select the sample of 250 students. Primary data
was collected using questionnaire which was based on a 5-point Likert scale ranging from (strongly
disagree=1 to strongly agree =5). 250 copies of the questionnaire were administered to respondents
out of which 169 (67.60%) were returned. From the 169 returned only 153(61.2%) were considered
usable for further analysis in the study as they were fully completed, thereby 153 respondents are
considered the effective response rate. The study focused on undergraduate students of the Faculty of
Social and Management Sciences with reference to students in the Department of Accounting. Also,
the study looked at factors affecting the academic performance of 200, 300 and 400 level students. A
programme of four (4) years is run to obtain a degree in Accounting from Bowen University. However,
for the purpose of this study 100 level students are excluded as it is considered that they are just new to
the university system which may not provide a proper view of their academic performance.
The variables that are considered by this work are (1) demographics, which is limited to age and
gender, which have been found to influence academic performance, (2) academic factors such as
entry type (UTME/DE), ordinary level type (WAEC, NECO, CAMRIDGE etc.), ordinary level result,
which was a computational cumulative of five requisite subjects (Mathematics, English Language,
Economics and any other two subjects) as matriculation requirements, and academic level (200, 300
and 400). (3) is the financial factor, which was measured using self-reported monthly allowance and (4)
religious factor, with Chapel service attendance as proxy. Academic performance was measured using
cumulative grade point average (CGPA). It is significant to state that A1, B2, B3, C4, C5 and C6 were
coded 6, 5, 4, 3, 2, and 1 respectively and cumulated to arrive at the result of each respondent.
Simple statistical tables showing measures of central tendency (mean) and dispersion (standard
deviation) were used for data presentation, while multiple regression analysis was used in answering
research question one and correlation was used to answer research question two. Crosstabs was also
used to control for students' perception and academic performance.
Academic Performance = b
0+b
1D+b
i
2 Afi + b
3 FFi +b
4 RFi +e
i
Where D = Represents Demographics
AF = Represents Academic Factors
FF= Represents Financial Factors
RF= Represents Religious Factors
e
represents error term
4.0 Results and Discussion
This section presents results of the study from the administered questionnaire.
4.1 Response statistics
Of the 250 copies of questionnaire that were prepared, only 169 which represented 68% were returned
and 153 found usable for analysis, which is approximately 61%. Sixteen (16) copies of the
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questionnaire returned representing 6% of the sample was found unusable for further analysis as they
were incomplete.
4.2 Demographic statistics
The gender distribution of the respondents is 65% and 35% for female and male students respectively,
while many (65%) of the respondents fall in the 19-22 years, while only one student is 27 years or more.
The result on demographics is presented in table 1. This supports the notion that women are studying
Accounting more than men, however a question needs to be raised: are women practicing Accounting
more than men? This enquiry will be left to further study.
4.3 Academic statistics
Results also show that 76% of respondents gained admission using the WAEC SSCE and about 4%
used combined results. More than 70% of our respondents are performing well academically in the
second class upper- and first-class divisions, while only a few of about 4% are in the third-class
division. Respondents are evenly distributed among the three levels (50, 51 and 52 for 200, 300 and
400 levels.) We present the statistics of results used in the admission of students in Table 1 and 2.
4.4 Financial and religious statistics
44% of the respondents claimed to receive about N10,000.00 to N24,999.00 monthly, while 39% of the
respondents claimed to receive N25,000.00 to N39,999.00 and 16% claimed to receive more.
Appoximately 86% of respondents attend only the mandatory number of chapel services, while about
13% attend more services than the mandatory number.

Gender

Age

Entry
type

O level

Female
Male
Total
15-18 years
19-22 years
23-26 years
27 years and above
Total
UTME
DE
Total
WAEC SSCE
NECO SSCE
WAEC GCE
NECO GCE
CAMBRIDGE
Combined results
Total
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Freq.
(n=153)
99
54
153
49
95
8
1
153
133
20
153
116
9
17
1
3
7
153

%
64.7
35.3
100.0
32.0
62.1
5.2
.7
100.0
86.9
13.1
100.0
75.8
5.9
11.1
.7
2
4.5
100.0
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CGPA

Level
Monthl
y
allowan
ce
Chapel
attenda
nce

1.50-2.39
2.40-3.49
3.50-4.49
4.50-5.00
Total
200 level
300 level
400 level
Total
10,000-24,999
25,000-39,999
40,000-54,999
Total
3 times in a week
4 times in a week
5 times in a week
6 times in a week
Total

6
36
80
31
153
50
51
52
153
68
60
25
153
131
18
1
3
153

3.9
23.5
52.3
20.3
100.0
32.7
33.3
34
100.0
44.4
39.2
16.3
100.0
85.6
11.8
.6
2
100.0

Table 2: Entry Grade
Math

Grades

Eng

Econ

Other1

Freq

%

Freq

%

Freq

%

Freq

%

C6

17

11.1

13

8.5

5

3.3

1

.7

C5

10

6.5

12

7.8

7

4.6

4

C4

25

16.3

32

20.9

27

17.6

18

B3

23

15.7

42

27.5

40

26.1

23

B2

53

34.6

44

28.8

44

28.8

A1
Tot
al

25

16.3

10

6.5

30

19.6

153

100.0

153

100.0

153

100.0

Other2
Freq
%
2

1.4

2.8

3

2.2

12.7

13

9.4

16.2

24

17.3

24

16.9

35

25.2

72

50.7

62

44.6

142

100.0

139

100.0

4.5 Effect of demographic, academic, financial and religious factors on performance
The first research question is on the effect of DAFR on academic performance. We used two methods
to determine the influence of DAFR on academic performance: correlation and regression analyses.
Table 2 shows the results and it is evident that only age, gender and religious factors are statistically
significant as shown by the correlation probability values, although both age and gender have negative
correlation with academic performance, while religious factor has a positive relationship with
academic performance.
Nine hypotheses were formulated and tested using regression analysis and the results show that
2
2
2
hypotheses 3 (r =.007), 4 (r =.005), and 7 (r =.007) had a negative influence on academic
performance, while the other six hypotheses had positive influence on academic performance. These
results imply that age, gender, academic level, ordinary level result, attendance have positive, albeit
insignificant influence on academic performance. Studies by Keith, Byerly, Floerchinger, Pence and
ICAN

128
AC
CU
RA
CY

T
& IN

Y
RIT
EG

International Journal of Accounting & Finance (IJAF)
Vol.9, No.2, September 2020

Influencing Factors on Academic Performance in Bowen University: The Perceptions of Accounting Undergraduate Students

Thornberg (2006) noted that there is a positive relationship between age and academic performance.
Contrarily, Kaur, Chung and Lee (2010) noted that age does not majorly affect students' academic
performance. Using all the factors (demographic, academic, financial and religious), we found that the
r2=.154 (15%) as shown in Table 4. This implies that all the independent variables in this study account
for about 15% of the variance in academic performance of respondent. The result of the adjusted R
square indicates that there are other factors which could influence academic performance not
considered in this study. Other issues that may have been left out of our study is the influence of cultural
or ethnic inclinations, lecture attendance, quality of lecturers as well as the students' perception of
each lecturer, family issues etc. The stated values are the adjusted R square.
Furthermore, the ANOVA output showed that hypotheses 1(p=.005), 2(p=.000), 5(p=.000), 8(p=.009),
and 9(p=.001) are statistically significant, while hypotheses 3(p=.901), 4(p=.595), 6(p=.120), and
7(p=.859) were not statistically significant.

Table 3: Correlation between factors and academic performance

Respondents'
gender
Respondents' age
bracket
Respondents' type of
entry path
Ordinary level type

Respondents' level
Respondents'
monthly allowance
Attendance of chapel
services

Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
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CGPA
-.354**
.000
151
-.226**
.005
153
.010
.901
150
-.044
.595
150
-.104
.213
144
.015
.859
141
.214 **
.009
148
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Table 4: Regression result
Variables

R Square

Age
Gender
Entry type
O Level type
Result
Level
Financials
Religion
All factors

Demographic
factors

Academic factors

.051
.126
.000
.002
.085
.017
.000
.046
.209

Adjusted R
square
.045
.120
-.007
-.005
.079
.010
-.007
.039
.154

ANOVA
F
8.143
21.398
.016
.284
13.960
2.440
.032
7.029
3.804

Sig
.005
.000
.901
.595
.000
.120
.859
.009
.001

2

Age

R =045

Gender

R =120
2
R =154

Entry type

R2 =007

O’level type
Result

R =005
R2 =079

Level

R2 =010

2

2

Academic
performance

R2 =007

Financial factor

2

R =039
Religious factor

Figure 1: Result of analysis (Hypothesis test result)
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4.6
Students' perception on factors that affect performance
We asked respondents to identify their level of agreement on eight variables that literature have
highlighted affect academic performance of students and we present the result showing frequency and
percentage, sum (minimum of 0 for undecided/neutral to 4 for strongly agree), mean and standard
deviation (s
) in Table 5.
Many of our respondents (62%) agreed that examination is a true test of knowledge hence can be
inferred that they agree with examination results as indicative of their knowledge and understanding of
the course. About 26% share a divergent view however while 11% chose to remain neutral. The mean
score of 2.54/4.00 is a suggestion that many of the respondents agree, however it should be taken with
2
caution, as s
=1.310, which indicates high variation in responses.
Only about 7% strongly agreed that their learning environment is conducive, and another 43% agreed.
The number of respondents who chose neutral is very high. The mean score of 1.99 is rather low as
well, although results also show very high variations in responses.
Poor infrastructure seems to catch respondents' attention as a significant determinant of academic
performance. About 65% agreed that infrastructure has significant potential to affect students'
academic performance. In the same vein, 76% of respondents agreed that emotional issues
significantly affect academic performance.
It is surprising that about 52% of respondents agreed that absolute dependence on external tutorials
enhance students' academic performance. This may be due to the mode of tutorials, since past
questions are extensively treated. From the results, it seems parental and peer pressure is the most
significant factor that affects students' academic performance with a mean score of 2.96 and with the
least standard deviation score. This implies that most of the respondents agree that this factor has a
significant impact on performance of students, academically.
About 49% of respondents agreed that religious activities, in excess of the “norm” affect students'
academic performance and finally, about 44% of respondents believe lecture attendance is still
significant in enhancing academic performance. Only about 33% believe personal and self study
without lecture attendance can enhance performance. In general, the number of respondents who
chose not to respond by choosing neutral is on the high side. A correlation test among the eight
variables is shown in Table 4. A cross tab of the items was carried out with CGPA and the result is
presented in Table 5.
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Table 5: Perceptive statistics of students

Are examinations a true test
of knowledge?

Freq
%

13
8.4

17
11.1

20
13.1

59
38.8

44
28.8

Total
n=153
153
100.0

Learning environ is
conducive

Freq

32

13

25

72

11

153

%

19.6

11.1

16.3

43.1

6.6

100.0

Poor infrastructure and
academic performance

Freq

20

13

20

50

50

168

%

13.1

8.4

13.1

32.7

32.7

100.0

Emotional problems and
academic performance

Freq

20

10

10

56

57

166

%

13.1

6.7

6.7

36.6

37.3

100.0

Dependence on tutorials and
academic performance

Freq

40

6

20

60

27

153

%

26.1

3.9

13.1

39.2

17.6

100.0

Parent and peer influence on
academic performance

Freq

14

7

6

70

56

153

%

9.3

4.6

3.9

45.8

36.6

100.0

Religious activities and
academic performance

Freq

33

12

33

32

43

153

%

21.6

7.8

21.6

20.9

28.1

100.0

Personal and self-study
without lecture attendance

Freq

32

19

47

25

30

153

%

20.9

12.4

30.7

16.3

19.6

100.0

Items

U/N

SD

D

A

SA

Su m Mean
410

2.54

1.310

323

1.99

1.326

403

2.65

1.345

426

2.84

1.323

334

2.08

1.479

453

2.96

1.137

346

2.44

1.506

308

2.23

1.387

5.0
Conclusion and Recommendations
The study revealed that age and gender are not significant predictors of accounting student
academic performance. The result is consistent with studies (Mlambo, 2011; Jayanth, 2015)
that noted that gender is not a significant factor in determining academic performance and a
study by Borde (1998) who stated that age does not affect academic performance. Also, the
study found that religious activities (Chapel attendance of 3 times per week) were significant
in impacting academic performance. Respondents' view on learning environment was that
university administrators should investigate the conduciveness of the learning environment,
which was found to be a significant factor that affects students' academic performance. This
will ordinarily include spacious classroom and classroom space should be significant in class
allocation, comfortable furniture and air conditioning systems. In addition, universities may
begin to wield parental influence and regulate peer pressure to enhance academic
performance, since it is found to be significant as well. This could be achieved through
periodic feedback on wards' performance to mitigate issues of late determination of students'
performance after each semester. Lecture attendance standard must be enforced using
technology enhanced system to ensure accurate attendance monitoring, which will then be
used as a prerequisite for examination. Furthermore, universities may begin to give some
relevance to the inclusion of religious activities as part of normal students' regular weekly
activities, since it was found to be significant to academic performance.
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Furthermore, this study is limited to only one out of more than 160 universities in Nigeria. However, it
provided answers to questions on the issue of factors that affect students' academic performance and
adds to existing literature on students' perception of factors that affect students' academic
performance. Also, all students considered in this study were from Accounting and Finance
Department. The study analysed the impact of certain variables on performance. However, there may
be other variables which have not been considered in this study and could be examined for further
research. Finally, the study is useful to lectures to design suitable methods of teaching to improve
students output. The study points out areas of further research for researchers in related areas of
education.
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166
.032
.688
165
.003
.966
166
.022
.784
164
.014
.855
164
.035

Sig.
N
PC

Sig.
N
PC
Sig.
N
PC

1

PC
Sig.
N
PC
Sig.
N
PC

Examinations: a
true test of
knowledge

Sig.
.650
N
166
Religious activities
PC
-.059
Sig.
.451
N
165
Personal and selfPC
-.044
study without
Sig.
.573
lecture attendance
N
165
*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
PC: Pearson Correlation
The Sig. is 2-tailed

Parent and peer
influence

Dependence on
tutorials

Emotional
problems

Poor infrastructure

Examinations: a
true test of
knowledge
Learning environ
is conducive

Appendix

.001
167
.015
.846
166
.013
.868
166

.010
165
.093
.233
165
.244 **

.021
167
.200 **

167
.178*

1

.000
168
-.120
.122
167
.084
.283
167

.000
166
.027
.727
166
.266**

168
.463**

1

.003
166
-.064
.412
165
.123
.116
165

166
.108
.167
164
.231**

1

.419
166
-.029
.709
165
.113
.148
165

166
.063

1

Table 6 :Correlation table for st udent s perception
Learning
Poor
Emotional
Dependence
environ is
infrastructure
problems
on tutorials
conducive

168
-.017
.828
167
.010
.897
167

1

Parent
and peer
influence

167
.040
.611
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1

Religious
activities
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1

Personal and selfstudy without
lecture attendance
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Table 7: Crosstab with CGPA

Are examinations
a true test of
knowledge?

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

Total
Learning environ
is conducive

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

Total
Poor
infrastructure and
academic
performance

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

Total
Emotional
problems and
academic
performance

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

Total
Dependence on
tutorials and
academic
performance

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

Total
Parent and peer
influence on
academic
performance

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

Total
Religious
activities and
academic
performance

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

Total
Personal and
self-study without
lecture
attendance
Total

Undecided/Neutral
Strongly disagree
Disagree
Agree
Strongly agree

1.50-2.39
0
1
2
2
1
6
1
1
2
2
0
6
0
1
1
1
3
6
1
1
0
2
2
6
2
0
0
4
0
6
0
1
0
2
3
6
2
1
1
2
0
6
1
1
2
0
2
6

ICAN

140
AC
CU
RA
CY

T
& IN

Y
RIT
EG

CGPA of respondents
2.40-3.49
3.50-4.49
5
11
3
6
4
15
11
30
12
17
35
79
9
20
2
9
4
16
18
29
3
5
36
79
5
10
2
8
10
7
12
28
7
27
36
80
4
7
4
3
3
5
15
32
10
31
36
78
10
23
2
4
5
13
9
26
9
14
35
80
3
7
2
2
2
3
19
42
10
26
36
80
4
23
2
5
11
8
8
20
11
24
36
80
7
20
4
9
10
25
4
15
11
11
36
80

Total
4.50-5.00
3
6
3
12
7
31
9
3
3
14
2
31
2
2
5
8
14
31
4
2
1
8
16
31
9
0
5
13
3
30
2
1
1
16
11
31
7
3
10
7
3
30
6
3
13
3
5
30

19
16
24
55
37
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39
15
25
63
10
152
17
13
23
49
51
153
16
10
9
57
59
151
44
6
23
52
26
151
12
6
6
79
50
153
36
11
30
37
38
152
34
17
50
22
29
152
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