==
T
T
]
=

A Bi-Annual Journal of the

Depa&ment of
Accounting, University of Abuja

NS N

Vol 4. Number 1 May, 2001




P ——
/ \ 8 ————
s A

ting and f
Accoun inanc
vol. & No- 1, May 2023 ® Research Monitor (AFREM)

—_—

. | " L :
A bisannug) .lou,-““rl\lg ":l\l\jl? FINANCE RESEARCH MONITOR
¢

pPartment of Accounting, University of Abuja
Volume 4, Number 1, May 2021

EDITORIAL BOARD

Editor-in-Chief

Profess
b N . . . . . .
oryY.M. Damagum, University of Abuja, Nigeria

Deputy Editor-In-Chief
Dr. K ) y Editor-In-Chie .
r. Kamaluddeen F. A. Tbrahim, University of Abuja, Nigeria

Brofesaos v Consulting li‘,dl(ors ‘ ' o
Prof . ory, M..Saluudccn, University of Abuja, I‘\I_lgcr.lu .
essor M. I. Fodio, Nasarawa State University Keffi, Nigeria
Professor S. U. Gurowa, University of Abuja, Nigeria
Dr. M.O.A. Mustafa, University of Abuja, Nigeria
Dr. (Mrs.) T. A. Atoyebi, University of Abuja, Nigeria
Professor A. A. Malgwi, University of Abuja, Nigeria
Professor J. J. Adefila, University of Maiduguri, Nigeria
Professor S. Mubaraq, Kwara State University Malete, Nigeria
Professor S. A. Kantudu, Bayero University Kano, Nigeria
Professor M. Tanko, Kaduna State University Nigeria

Journal Committee
Dr. M.O.A. Mustata, University of Abuja, Nigeria
Dr. (Mrs.) T. A. Atoyebi, University of Abuja, Nigeria
Dr. Kamaluddeen F. A. Ibrahim, University of Abuja, Nigeria
Dr. J. R. A. Adefiranye, University of Abuja, Nigeria
Dr. A. Ibrahim, University of Abuja, Nigeria
Dr. (Mrs.) A. Salawudeen, University of Abuja, Nigeria

Business Editor
Dr. A. Ibrahim, University of Abuja, Nigeria

Marketing Manager and Public Relations Officer
Dr. (Mrs.) A. Salawudeen, University of Abuja, Nigeria

Editorial Board Secretary
Dr. J. R. A. Adefiranye, University of Abuja, Nigeria

Published by:
Department of Accounting, Faculty of Management Sciences,
University of Abuja, P.M.B. 117, Gwagwalada, Abuja, Nigeria.
e-mail: afrem.uniabuja@gmail.com



Accounting and Finance Research Monitor (AFREM)
Vol. 4, No. 1, May 2021

CONTENTS

Corporate Failure Prediction: A Study of Quoted Conglomerates in Nigeria using Altman
z-score and Springate-scores models.

K F. A. Ibrahim, S. O. Ademu 1

Effects of Board Governance Characteristics on Banks’ Performance in Nigeria. The
Moderating Effects of Capital Structure: Conceptual Framework

Umaru Hussaini, Suleiman Faruk Rugga, Ibrahim Ahmed Noma, Bashir Muhammad Sani and
Aliyu Abubakar ' 19

Gender Diversity and Intellectual Capital Disclosure in Listed Non-Financial Services
Firms in Nigeria

Tajudeen Lawal, Lukman Ojedele Lawal, Babangida A. Aminu

32
Random Walk Hypothesis in the Nigerian stock market: An Empirical Analysis
Donald Ugochukwu Chukwumaeze, Christopher Awa Otu 51
Tax Audit Effectiveness and Revenue Generation in Nigeria
Adefiranye, James R. Adeleye 65

The Impact of Corporate Sustainability Reporting on Financial Performance of
Manufacturing Firms Listed on the Ngx: A Systematic Disaggregated Approach
Taibat A. Atoyebi, Emmanuel Okpe Onuh 83



Accounting and Finance Rescarch Monitor (AFREM)
Vol. 4, No, 1, May 2021

GENDER DIVERSITY AND INTELLECTUAL CAPITAL DISCLOSURE IN Lig

I'Epy
NON-FINANCIAL SERVICES FIRMS IN NIGERIA

Tajudeen Lawal® (Corresponding Author)
+2348165255556, +2348020523907 ,
E-mail: Lajudeen@yahoo,com, tajudeen Jawal@kwasu.edu.ng

Lukman Ojedele Lawal®
E-mail: awwalu969@gmail.com; 2348037325265

Babangida A, Aminu® '
E-mail; annafisat03@gmail.com; +2348067254915

*PhD Scholar, Bayero University Kano and Lecturer, Department of Accounting and Finance, Kwara
State University, Malete, Nigeria,

*Senior Lecturer, Department of Acco
Nigeria,

‘Department of Accounting, Nuhu Bamallj |

unting, Gombe State University, Gombe. Gombe State

olytechnic, Zaria Kaduna State, Nigeria.
Abstract

Intellectual capital disclosyre iy a valuable information for stakeholders.

examine the impact of gender diversity on intellectual capital disclosure
financial services Jirms in Nigeria during the period 2011 to 2020, Descriptive statistics were
adopted 10 provide summary slatistics of the variables, The study adopted generalised least
Square (GLS) fixed effects regressions (o lest the hypotheses using the STATA sofiware. The
regression results showed that Jemale Blau has a positive and significant impact on 1CD of the
Jirms. However, the finding of the study revealed that the presence of ratio of female directors on
the board and appointing female as the chief executive officers have no significant impact on the
level of intelleciyal capital disclosure, This study adds to the literature as it is the first Study to
adopt Blau Index In examining the impact of gender diversity on IC disclosure in listed non-
financial servicey firms in Nigeria, The study recommends thyf management should consider the
inclusion of more women s part of the board of directors of the non-financial services firms in
order 10 influence the decision o increase their 1CD, Similarly, more women should be
appointed as CEO so as to positively influence the disclosure of ICD,

This study aims to
in 44 listed non-
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practice, traditional financial accounting only recognizes and records the transactions that are
measured in both physical and monetary terms leaving out some assets that are hidden in the
firms but create business value for the entity. Studying intellectual capital disclosure in
Indonesia, informs that accounting standards to report intellectual capital have a limited scope
and the lack of a standard or regulation for reporting ICD may have contributed to conflicting
results despite using similar variables (Widiatmoko et al, 2020). This scenario is also applicable

in Nigeria as lack of accounting standards on IC disclosure give rise to different disclosure level ,
by various firms.

As aresult, in recent times, academic researchers have focused their research interests in the area
of intellectual capital (IC). In comparison to tangible assets, which are universally recogni.sed,
well defined and mea: ured in financial statements of organisations, IC assets are not easily
defined, recognised, managed and measured in the traditional sense (Sudarsanam et al. 2005).
Because of these difficulties, most companies fail to recognise IC in their financial statements

even though IC is important to a firm’s competitive advantage and contributes to the value
creation capabilities of a company (Kamardin et al, 2013).

The organisation for Economic Cooperation and Development (OECD) (2006) opined that today
the most important factors of production in developed countries are invisible. It states that these

intangible assets, also referred to as intellectual capital or intangibles - brand, reputation,

trademarks, software, research and development, patents, staff skills, strategy, process quality,

growing contribution to
Corporate competitiveness. It further argued that there is a growing realisation that a company’s

supplier and customer relationships and so on, are delivering a fast-

stock of intangible assets is a key contributor to its capacity to secure a sustainable competitive
advantage. However, since present accounting standards do not mandate the recognition of IC in

the financial statements, only a relatively few firms disclose it in their annual reports.

The International Accounting Standards Board (IASB) (2010) defines an intangible asset is an
identifiable non-monetary asset without physical substance; that is separable. In other words, that
is capable of being separated from the entity and sold, transferred, licensed, rented, or
exchanged, ejther individually or together with a related contract, asset, or liability;

or that arises

from contractual or other legal rights, regardless of whether those rights are transferable or

Stparable from the entity or other rights and obligations. The standard states that an intangjble
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tasking, risk management and communication (Schubert, 2006);
participative and process-

and because they have a more
oriented communication style (Lucas-Pérez et al., 2015). Gender—
diverse boards bring riore creativity (Hillman et al. ,2007) and multi-perspectives for board’

decision making (Gul ef al,2011) and make problem solving more effective (Cohen &
Lauterbach, 2008), which is beneficial for firm’s financial performance. It is therefore expected

that gender diverse board of non-financial services firms in Nigeria will influence IC disclosure.

This study is motivated by the fact that the reviewed of literature by the researchers both in

developed and emerging economies revealed that ICD create value, close information asymmetry
gap, generate future cash flows and a source of competitive advantage to firms. Several studies
(for example, Tedejo-Romero er al, 2017 in Spain; Rahman et al, 2019 in Bangladesh; Giuseppe
et al, 2021 in Italy) have been conducted in developed and some emerging economies. However,,
in Nigeria, there is a limited empirical evidence available on how gender diversity on corporate
board influence IC disclosure. Study such as Oba er al (2013) was conducted in Nigeria using
just ten firms which this study considered inadequate. In addition, unlike environmental
disclosure practices which is supported by government policies, intellectual capital disclosure
does not have any government policy supporting it. This study will therefore serve as eye opener
to government to come up with policies that support ICD since study such as Arrighetti et al
(2014) conclude that the worth of a country or the entity is no longer measured by the
investments in tangible assets alone, but, to a larger extent, by the quantum of intangible

resources it is endowed with. Therefore, this study examines the impact of gender diversity on IC

disclosure of listed non-financial services firms in Nigeria during the period 2011 to 2020.

Literature Review and Hypotheses Development
Gender Diversity and intellectual capital disclosure

Gender diversity is defined as the proportion of women on the board to total numbers of board "
members. Researches on women as directors on boards have focused on women’s under-
Iepresentation on the board of directors and this continues to be well documented by many
scholars (Burke & Mattis, 2000). Carter ef al (2003) explain the relationship between b9ard
gender diversity and fiim performance based on the agency theory. The authors posit that board

gender diversity enhances the board’s ability to monitor top management. In addition, they
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Hoi: The proportion of female directors on a board does not have a significant impact on
intellectual capital disclosure,

Hoz: Female board member CEO does not have a significant impact on intellectual capital®
disclosure.

Hos: Gender diversity (as measured by the Blau index) does not have a significant impact on
intellectual capital disclosure.

$ 4

Theoretical Framework y i
2.1.1 The Stakeholders Theory -

The postulates of this theory give general assumptions that firms operate within a complicated
multi-party environment (Cots, 201 1). The parties, known as stakeholders, are either affected by
or affecting the business (Deegan, 2002). Therefore, companies will disclose information
voluntarily to address outside stakeholders’ concerns and encourage their engagement in its
different activities (Michelon & Parbonetti, 2012). Each category of stakeholders has their
unique expectations from the business firms; for example, shareholders want continuous growth
of wealth, governmental departments want compliance and the analyst wants information that*
facilitates their forecast and analysis. In accordance with information requirements of every
stakeholder, which is varied, the stakeholder theory supports the view that companies are
expected to satisfy all the information needs of these stakeh-!ders. In addition, they
communicate a different type of information via annual reports to address different types of

stakeholders and in response to a varied and wide range of needs for information.

Since this study addresses intellectual capital disclosure in the annual reports and accounts of
some listed non-financial services firms in Nigeria, the annual report is prepared for general
purposes and can be used by several stakeholders and not only shareholders. Therefore, this

study is based theoretically on the stakeholder theory.

Methodology

This study employed correlation and descriptive research designs. The researchers collected pre-
existing data from the annual reports and accounts of the companies The population of this study *
is the entire non-financial services firms in Nigeria. However, some non-financial services firms

were excluded because they deal less in intellectual capital. Those firms which are seen to be

37
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 extent of disclosure in annual reports (Li et al, 2008; Al-Mamun, 2009; Yi & Davey, 2010)."
Prior research (Guthrieer af, 1999) employed a coding scale t

0 measure the quantity of disclosure
concerning the component elements of intellectua] capital using a four-point scale as follows: 0
for non-disclosure, 1 for narrative disclosure, 2 for qualitative disclosure and 3 for quantitative
disclosure. However, consultations of the relevant literature have shown that the components of

IC are mainly presented ip 3 narrative/discursive form (Guthrie et al, 1999; Ax and Maton,
2008).

The extent of disclosure was quantified as a ratio of the recorded information items found in the
annual reports divided by the maximum number of information items in the disclosure index Li

er al 2008; Al-Mamun, 2009; Yi et al, 2010). The measurement of extent of ICD is calculated

using the following formula:
ICD; = TADS;
MRDJ;

Where ICD; is intellectual capital disclosure, TADS; is the total actual disclosure score for a

company j and MRDI; is the maximum relevant disclosure items of the company j.

The construction of intellectual capital index was done by listing intellectual capital items

according 1o their drivers/ indicator in the annual reports of the sampled firms. Previous studies,

(Bozzollan et al. 2003; Abeysekera ef al. 2005) used thirty-three items (human capital 11 items;

structural capital 12 and relational capital 10). Guthrie and Petty (2000) used twenty five items
- (human capital 7 items; structural capital 9 and relational capital 9). Li ef al (2008) used sixty-

~one items (human capital 22 items; structural capital 16 and relational capital 21). However,
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backgrounds and skills that enhance the board’s information processing capabilities. This
can mitigate individual directors' deficiencies in business skills through collective
decision makings, which in turn improves the qu lity of strategic decisions and actions
made by a firm (Abeysekera, 2010).

4. Firm Size: Past studies suggested that size of the company is an important factor, which
has a positive impact on the level of disclosure of IC by companies (for instance, Garcia-

Meca et al, 2005; Kamath, 2008; Li, et al, 2008).
Table II: Measurement Variables

Proxies Measurement
¢ . /Total
Dependent Variable Total scored items by the company, .
P maximum scores(Al-Mamun, 2009; Al-Sartawi,
Intellectual Capital Disclosure (ICD) 2018)
Independent Variables Number of women on board of directors over the
Board Gender Diversity (FERAT) total number of board members (Saruchi e al,
2019; Rahman et al, 2019).
Board Gender Diversity (FECEO) Female CEO was measured as a dummy variable
equal to (1) if the firm's CEO is female and (0)
otherwise (Nalikka, 2009; Aribi et al, 2018).
Gender diversity is defined as FEB_IgAU
Board Gender Diversity (FEBLAU) FEBLAU=1-YI_, P®where Pj is the percentzs " : of
members in eachgender and n is the total mu:aber
of genders (Nadeem, 2019).
Proportion of board of directors, who are non-
Control Variables executives to total directors (Li et al, 2008;
Board Composition (BDC) Alfraih, 2018).

Variation of education background is measured
by the percentage between member of board with
accounting, finance, management and economic
education background and all of the members of
the board (Ponnu, 2008; Rasmini, 2014).

Board education

Board size is measured as the total number of

Board Size (BSz) board members both executives and non

executives (Abeysekera. 2010; Hataneer al, 201 7

. Natural logarithm of Total Assets (Alshhadat,
Firm Size (FSZ) 2017.

Source: Authors Compilation 2022
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Results and Discussions
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84%. The minimum disclosure level is 10% and maximum disclosure level is 134%. The mean
value of the female ratio is 0.267, meaning that on the average; the firms had 27% of women
represented on the board. The minimum value is 0 and the maximum value is 0.67. Similarly,
mean value of the female CEO is 0.077, meaning that on the average; the firms had 7% oﬁ
women as CEO. The minimum value is 0 and the maximum value is 1.The female Blau had a.

mean value of 0.439.The minimum value is 0 and the maximum value is 0.60

The board composition has a minimum value of 0.50 and maximum of 0.925. This means that
the minimum percenta je of non-executive directors is 50% for the firms, while the rnaxil;:lum
composition of non-executive directors, to the total number of board members, is 92.5%. The
board educatior has a minimum value of 0.20 and maximum of 0.88. This means that the
minimum percentage of board members with accounting, finance, economics and business
knowledge is 20% for the firms, while the maximum is 88%. The average percentage of board
member education 1s 62%. Board size had a minimum value of four (4) and a maximum value of
seventeen (17). On the average, the number of board members was about nine (9). Firm size has

a mean of 7.02, with a minimum of 4.70 and maximum of 9.26.

Table IV: Summary of Fixed Effect Regression Results

Variables ~  Coefficients  Std. error t-stat Prob.
Cons 0.6541 0.2644 2.47 0.014
FERAT 0.0969 0.2242 0.43 0.666
FECEOQO -0.0515 0.0484 -1.06 0.288
FEBLAU 0.4183 0.1979 2.11 0.035
BDC B -0.4538 0.2023 -2.24 0.025
BED -0.0019 0.1223 0.02 0.987
BSZ 0.0053 0.0071 0.74 0.458
FSZ 0.0434 0.0249 1.74 0.082
R? 0.2259

F-statistic 2.59

Prob. 0.0129

Source: Generated by the Authors 2022

Table IV revealed that the coefficient value for ratio of female to total board members was
0.0969 with a probability value of 0.666 which is neither significant at 1% nor at 5%.This
indicates that the percentage of female director on the board has positive but insignificant impact
on intellectual capital disclosure of the firms. Hypothesis one states that female ratio does not *

have significant impact on intellectual capital disclosure However, based on the results of the
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e

indicated that, the model was capable of explaining about

overall fitness of the models, the R2

23% of the systematic variation in the value of dependent variable which could be traced to the

serves as the basis for statistica] inference (significance or non-significance). In pane] datd

analysis, the Hausman specification test helps to choose between a random effects model or a
fixed effects model. The Hausman specification test was conducted in

this study, and the result
favours the use of fixed effect regression.

Conclusion and Recommendations
Gender diversity has attracted growing research around the world in recent years. The gender

diversity studies is attracting researches because of the_fact that policy makers are issping

considering the different economijc conditions, the regulatory system and governance

mechanisms affecting board diversity in different countries.

In view of the above, the study examines the impact of gender diversity on intellectua] capital
disclosure in listed non-financial services firms in Nigeria. The study adopted three proxies for
gender diversity namely: female ratio to total board member
This study used a sample of 44 firms
2011-2020. The study is based on the

s, female CEO and the Blau Index.

listed on the Nigerian Exchange Group over the period -
assumption of stakeholders’ theory that diverse boards,
ional competencies have strong influence on ICD. The

le directors on the board has no significant impact on the

leve] of intellectua] capital disclosure. Similarly,

appointing female as the chief executive officer

does not have g significant impact on ICD. However, the Blau index proxy revealed cender

diversity has Positive and significant impact on ICD of the firms, "”

g insight into gender diversity and its effect on ICD in listed

geria. These findings are useful for management to consider the

This study offers some interestin

non-finaneig] services firms in Nj
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