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Abstract 

The present research investigates the effect of board composition and firm characteristics on the financial 

reporting quality among consumer goods firms that are publicly listed in Nigeria. The research 

employs collected data from annual reports and accounts that have been archived. The study sample 

comprises 20 firms, from which 17 firms were selected for the period spanning from 2013 to 2021. The 

research utilised Panel data and subsequently utilised Fixed Effect (FE), Random Effect (RE), and Hausman 

techniques for data analysis. The research findings indicate that the financial reporting quality of consumer 

goods firms listed in Nigeria is significantly influenced by board size, leverage, and return on asset. However, 

the study found no significant impact of board independence on financial reporting quality. The researcher's 

recommendation is that companies should comply with the Nigerian code of corporate governance, which 

stipulates that the board size should consist of an adequate number of members possessing a suitable blend of 

knowledge, skills, and experience necessary for effective governance of the organisation, based on the findings 

presented. It is advisable that the Financial Reporting Council of Nigeria and other regulatory entities 

enhance their control and monitoring mechanisms to ensure that corporations comply with the codes of 

corporate governance. The findings indicate that consumer goods companies with elevated profit margins 

exhibit a proclivity towards engaging in earnings management practises as a means of attaining their targeted 

profit levels, thereby safeguarding investor confidence in the organisation. In order to mitigate the occurrence 

of opportunistic behaviour in consumer goods management, the researcher suggests that shareholders should 

prioritise the implementation of effective monitoring and supervisory controls. Additionally, it is recommended 

that companies engage the services of larger audit firms to conduct thorough audits, thereby ensuring the 

production of high-quality financial reports. 
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Introduction  

 

Financial reporting is concepts that emerge first from 

formal record-keeping by organized business and 

Government. Financial reporting is one of the most 

important mechanisms of an accounting system 

which goal is to give information to guide and help 

several stakeholders’ in decision making 

(Abdulrahman, 2020). However, quality financial 

report is strongly speculated to be one of the causes 

of investor distrust. "Financial reporting is to provide 

financial information about the reporting entity that is 

useful to existing and potential investors, lenders, and 

other creditors in making decisions" (IASB, 2010).   

 

This is according to the International Accounting 

Standards Board (2018).The International fraudulent 

practice confronting the accounting profession in 

recent times has hindered the confidence of users of 

accounting information. For financial statement 

transparency, the presentation should not be 

deceptive while the user can grasp the information 

presented without much effort (IASB, 2018). The 

purpose of financial reporting is to disseminate 

accounting information for use in making financial 

decisions like making investments or securing loans. 

Financial reports are official and complete statements 

describing the financial happenings of business 

entities while financial reporting quality refers to a 
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wide and multifaceted concept (Amah & Ekwe, 

2021). 

 

Despite numerous efforts by foreign financial 

institutions to improve the quality of financial 

reporting, the trust, confidence, and sense of 

reliability investors, shareholders, and other users of 

accounting information have in the preparation, 

presentation, and reporting of financial statements of 

firms has not improved despite the implementation of 

International Financial Reporting Standards 

(Ledibabari & Barisua, 2021) and these standards 

succeeding acceptance by a meaningful number of 

nations, poor quality financial reporting is still a 

universal challenge. Particularly, in 2014, Glaxo 

Smith Kline (GSK) or Glaxo China, after months of 

an examination was engaged in widespread corporate 

corruption to the tune of £320m as a result of the low 

quality of the financial report (Okunbor & Dabor, 

2018).  

 

Furthermore, according to Al-khonain and Al-deem 

(2020), the early 2000s bankruptcy of massive 

multinational corporations like Enron, WorldCom, 

and Tyco was caused by weak corporate governance 

processes and poor financial reporting. The instances 

of Enron (2002) and Cadbury (2006), when weak 

FRQ was blamed, immediately sprang to mind. 

Shares of Enron Corporation, which filed for 

bankruptcy on December 2, 2001, had a value of 

$90.75 before the scandal broke, but now are worth 

just $0.26. The story of Enron Corporation 

demonstrates a company that saw extraordinary 

success followed by a shocking fall. Thousands of 

workers were affected by the company's demise, and 

it sent shockwaves through Wall Street. It's also 

unclear how the company's leadership could have lied 

to regulators for so long about its assets and financial 

transactions.  

 

The collapse of African Petroleum Plc, Lever 

Brothers, and Cadbury Plc, as well as PHB, Spring 

Bank Plc, Oceanic Bank Plc, and Intercontinental 

Bank Plc, has spurred a renewed focus on financial 

reporting in Nigeria. When the root of the problem 

was investigated, it turned out that there were serious, 

widespread problems with the preparation of financial 

reports as well as intentional misconduct on the part 

of managers.  

 

Cadbury Nigeria was embroiled in a controversy in 

October 2006. This was sometimes referred to as the 

Nigerian equivalent of the Enron Corporation affair. 

First off, the incident resulted in significant financial 

losses for Cadbury Nigeria, which lost over $15 

million last year and will do so again in 2019. Shares 

of Cadbury Nigeria soon lost 5% of their value and 

have been written down by more than 26% since the 

crisis. On the Nigerian Stock Exchange, the 

company's shares have taken a significant blow. The 

public lost trust in conducting business in Nigeria as a 

result of the corruption at Cadbury Nigeria, and the 

company has a poor image.  

 

The study conducted by (Irshad, Bin, Azman, Bin, & 

Rashid, 2020) suggests that a board size should be 

large enough to balance between executive directors 

and non-executive directors and It also encourages 

directors to focus only on one role in specialised 

committees like the audit committee, which has been 

shown to improve the quality of financial reports. As 

a result, the Financial Reporting Council of Nigeria 

has adopted corporate governance laws and reforms 

to provide a framework for controlling board size, 

board composition, and other aspects of corporate 

governance. The greater the number of independent 

directors on the board, the higher the quality of the 

company's financial reporting is thought to be 

(Monday, Joel, & Rapheal, 2019). 

 

Good management and leadership is dynamic, 

distributes power and allows for checks and balances 

which, in many cases, ensure that managers invest in 

profitable businesses, thereby helping to increase 

return on assets (profitability) of the company, which 

in turn also increases the relationship between 

management and shareholders and builds trusts on the 

financial reporting quality, which is characterized by 

transparency and fairness (Once & Cavus, 2019).  

While Hassan et al. (2013) found that profitability has 

a positive and significant impact on financial 

reporting quality, Mahboub (2017) found that it does 

not. 
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One factor that is thought to influence the quality of a 

company's financial statements is its level of 

leverage. Companies have financial needs since their 

goal is to maximise profit and the wealth of its 

owners. Both large and small businesses require 

capital to maintain and grow their operations, but 

larger businesses, in particular, have greater capital 

requirements. By carefully considering all available 

financing options, firms may build a strong financial 

foundation upon which to build a successful business 

(Adenugba, Ige, & Kesinro, 2016). 

 

Consumer goods firms’ in Nigeria are companies that 

deals on food products, beverages, automobiles, 

personal and households’ durables goods, they can 

also be referred to as fast moving consumer goods 

firm. They are involved in production of essential 

products that are being consumed on a daily basis and 

are necessary for survival. This makes the market 

very lucrative to shareholders and potential investors, 

which are keen to the quality of their financial reports 

that will assist them in making good decisions. 

Therefore, the motivation of the study is that over the 

years, there have been numerous corporate scandals, 

which has made shareholders and stakeholders to lose 

trust on the quality of financial reporting (Hassan, 

2011) and also with the rising inflation rate of 9.01% 

in 2015 to 15.7% in 2016 and this continues to 2020, 

the researcher is curious to its effects on the financial 

reporting quality of listed consumer goods firms in 

Nigeria  

 

The purpose of this research is to analyze the effect of 

board size, board independence, leverage, return on 

assets, and the discretionary accruals of Collins 

(2017) on the financial reporting quality proxies of 

listed consumer goods firms in Nigeria. 

 

Several high-profile cases of corporate fraud have 

cast doubt on the quality of financial reports. 

Concerns have been raised about the effect of high-

profile publications on the global profits and 

reputations of major corporations (Suleiman & 

Jamilu, 2020). Xerox, Enron, WorldCom, Adelphia, 

Tyco, Parmalat, One-Tel, HIH, and Cadbury Nigeria 

PLC were all implicated in the financial crisis that 

followed the turn of the century, raising serious 

concerns about the state of financial reporting and 

corporate governance (Oyedokun & Salisu, 2018). 

Management deviance was a major factor in the 

downfall of these once-mighty corporations (Edwin 

& Timothy, 2019). 

 

Consistent problems with quality financial reporting 

have emerged as a major issue in recent years. There 

have been a number of corporate scandals in Nigeria 

that have been traced back to improper management. 

The 2007 affair involving Cadbury Nigeria Plc. In a 

conspiracy with Cadbury auditors, former CEO and 

CFO Mr Rufus Giwa inflated the company's financial 

situation by more than 13 billion naira between 2002 

and 2005. Afribank Plc and Lever Brothers (Nig.) Plc 

were both cases of financial statement fraud in 2011. 

Furthermore, one of the publicly traded consumer 

goods companies, Unilever, on the appointment of its 

CEO, Yaw Nsarkoh, in 2014, recorded a high growth 

in its revenue and receivables over the years. In 2019 

fiscal year, the company reported a pre-tax loss of 8.3 

billion Naira. This shocked the stock market as the 

company had recorded astronomical growth in 

revenue over the previous five years. The auditors 

made this observation after learning that the bulk of 

the company's logged sales were not supported by 

cash because the distributors involved either had 

unsold inventory or were having trouble making 

payments. The financial statements for these previous 

five years did not show the true position of the 

company and any shareholder or stakeholder who had 

relied on these financial reports in making future 

decisions would have been misled and would have 

suffered some grievous losses. This underscores the 

importance of quality of financial report being 

produced. This leaves a question on the quality of its 

financial report (Nairametrics, 2020).  

Another gap addressed in this study is a methodology 

gap. This study used the discretionary accruals model 

of (Collins, 2017)  as proxy of financial reporting 

quality on listed consumer goods firm in Nigeria. In 

the best of my knowledge, this model has been used 

by few studies. 

Also, there is a dearth of studies on the consumer 

goods firms over time, in terms of empirical studies 

investigating the board composition, profitability and 

financial reporting quality. 
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Literature Review 

Financial Reporting Quality: According to Amah & 

Ekwe (2021), accurate financial reporting refers to 

the communication of relevant data in both financial 

and non-financial contexts. The end-of-year financial 

statements that businesses provide should at least be 

somewhat accurate. Quality financial reports boosts 

the confidence of users. 

 

These financial reports are one of the avenues via 

which publicly traded corporations are supposed to 

deliver information to the stock market. Listed firms 

are information providers on the stock market, and 

investors receive and use this information in their 

decision-making process (Thi, Phuong & Hung, 

2020).  

 

Financial reporting is a means of providing 

accounting users with company information, and the 

accuracy of financial data is based on the 

effectiveness of accounting rules and the application 

of pertinent standards derived from balance sheet 

principles (Adebiyi, 2017). Consumers of financial 

reports are interested in the quality of the results and 

the quality of the reports (data disclosed), because 

this information affects their decision-making process 

(Abraham & Jehu, 2018). 

 

Board size: According to Adebiyi (2017), a 

company's board of directors is the highest authority 

inside the organisation and is responsible for 

monitoring all of the business's operations. Some 

academics evaluate good corporate governance in 

part by looking at the size of the board of directors. 

Peters and Bagshaw (2014) define board size as the 

total number of board members. 

The board size of a company is the total number of 

elected directors. Included in this category are the 

total number of members serving on a company's 

board of directors (Ahmed &Mansur, 2012).   

Board Independence: Non-executive directors are a 

group of directors who are not involved in the routine 

management of the company. He is anticipated to 

bring independent views to the decision table. The 

board headed by the executive director is considered 

to be in line with the interests of management 

(Ibrahim & Jehu, 2018). Creating a board of directors 

can be an effective instrument for monitoring and 

overseeing senior managers, reducing agency costs 

and improving business performance (Abhus, Biodun 

& Adewale, 2019). 

 

Leverage: Several researchers such as (Olowokure, 

Tanko & Nyor, 2016) and (Oladipupo, 2018) defines 

leverage as the ratio of total debt to total business 

assets and it indicates the extent to which total assets 

are funded by debt. A higher debt ratio shows that the 

firm's dependence on debt financing is high (Ali, 

2014). 

 

Return on Assets: Return on assets, commonly 

referred to as equity or bond less assets, measures 

how effectively a corporation generates profits from 

each share of equity. ROA demonstrates how 

businesses employ investments to produce profits 

(Elsharif, 2019). Profitability is generally the ratio of 

the profits made by the company to the investments 

that contribute to earnings of a firm and the 

profitability ratio measures the efficiency of the 

company making the business profitable. Profit 

margins measure the ability to turn profits into 

profits. Return on assets measure the ability to use 

assets to generate profits (Alshatti, 2015). 

 

Theoretical framework 

Agency theory is used to underpin the study. Jensen 

and Meckling, (1976) developed agency theory. The 

theory aims to examine the contractual relationship 

that exists between the owners of the firm 

(shareholders) and its representatives (management). 

Board independence and board size were hence the 

parameters for CG and ownership structure used in 

this study. Effective governance agreements and 

monitoring procedures can be supported by high-

quality financial reporting. As a result, adequate 

disclosure may help to lessen the information 

imbalance that previously existed in the agency 

relationship. To ensure that management is looking 

out for shareholders' and other stakeholders' best 

interests and keeping the company afloat, the Board 

of Directors works as a go-between for the company 

and its stakeholders. 
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Methodology  

This investigation adheres to the positivism 

philosophy. Positivist theory holds that scientific 

inquiry is best served by collecting and analysing data 

in a quantitative form (Kothari, 2004). This study also 

makes use of a correlational methodology. 

Correlation is a method of study that shows the 

connections between variables, the things they have 

in common, and the probabilities of specific 

outcomes.  

 

Population and sample of the study 

Twenty (20) consumer products companies listed on 

the Nigeria Exchange on December 31, 2021, 

constitute the study's population. Seventeen 

(17) firms from the Nigerian Exchange's consumer 

products sector serve as the study's sample. However, 

three (3) firms will be dropped for reason of 

incomplete financial information needed for analysis. 

Hence, the selection of seventeen (17) firms out of 

the twenty (20) listed companies that were active and 

disclosed up to date financial information in the 

capital market during the period from 2013-2021. 

Again, the time frame of nine year periods from 

2013-2021 is chosen because it is considered 

adequate enough to gather and captured current data 

that would give a balance required information on the 

consumer goods firm financial information. 

 

Data was gathered from secondary sources. The data 

was collected from the audited annual reports and 

accounts of a selection of companies trading 

consumer products on the Nigerian Exchange. The 

nature of the variables being studied necessitates the 

use of secondary sources of information. The study 

employed panel data to detect and quantify an impact 

that would otherwise be difficult to see using either 

cross-sectional or time-series information alone. 

 

Model Specification 

 The study employed the discretionary accruals as 

proxy for financial reporting quality which is 

measured by (Collins, 2017) as; 

DACC= TA- NDACC 

 The modified Jones model (Collins, 2017) is used to 

get the non-discretionary accruals as: 

TA/At-1 = β0 + β1[1/At-1] + β2[(ΔREVt - ΔRECt)/At-1] 

+ β3[PPEt/At-1] + β4[ROAt] + β5[SGt] + εt, ------(1) 

Where;  

DACC  = Discretionary Accruals 

TA  = Total Accruals 

NDACC = Non- Discretionary Accruals 

At-1   = Lagged total assets; 

ΔREVt  = the change in revenue of in year t;  

ΔRECt  = the change in accounts receivable in year t;  

PPEt   = gross property, plant, and 

equipment in year t;  

ROAt   = return on asset in year t;  

SGt   = sales growth in year t; 

εt   = the error term;  

β0   = the intercept;  

β1-β5   = the coefficients of independent 

variables. 

The residuals obtained after the regression model (1) 

becomes the Discretionary accruals value i.e. the 

financial reporting quality for the study. Also, the 

researcher arrived at the Total Accruals for each firm 

by using the following formula: 

TAt= ΔCAt – ΔCLt – ΔCASHt + ΔSTBt - DEPREt / 

Total asset 

Where: 

TAt = Total Accruals in year t 

ΔCAt = Change in Current Assets in year t 

ΔCLt = Change in Current Liabilities in year t 

ΔCASHt= Change in Cash and Cash Equivalents in 

year t 

ΔSTBt = Change in Short Term Borrowings in year t 

DEPREt= Depreciation in year t 

 

Therefore, the dependent and independent variables is 

mathematically represented thus: 

FRQit = β0 + β1BSit + β2INEDit + β3LEVit + β4ROAit + 

εit ….. (2) 

Where; 

FRQ   = Financial Reporting Quality, 

BS   = Board Size 

INED  = Board Independence 

LEV  = Leverage 

ROA  = Return on Asset 

εt   = Error Term;  

β0   = Intercept;  

β1-β5   = Coefficients of Independent 

Variables 

i   = Firm 

t  = Period 
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The study included a robustness test to improve the 

reliability of any conclusions taken from the data. 

Tests for multicollinearity, Normality, 

heteroscedasticity, and the Hausman specification 

were part of the diagnostic tests. 

 

Descriptive Statistics 

Table 1.1 presents the descriptive statistics, including 

the range, mode, mean, and standard deviation of the 

study's variables. 

                          Table 1: Descriptive Statistics 

Variable DACC BS INED LEV ROA 

Mean 0.379 9.869 3.379 1.405 0.071 

Std. Dev. 0.632 2.564 1.867 3.423 0.435 

Minimum 0.002 4 1 0.194 -2.36 

Maximum 4.991 16 9 19.56 3.012 

Observation 153 153 153 153 153 

                           Source: Stata Output  

 

Table 1 displays the range of values for the dependent 

variable of this study: the discretionary accruals of 

consumer goods firms range from a minimum of 

0.002 to a high of 4.991. This means that listed 

consumer goods companies' discretionary accruals 

typically fall between the range of 0.379 to 4.991, 

with a standard variation of 0.632. Indicating a wide 

range of values around the mean, the standard 

deviation is low. 

 

The independent variable, board size, has a mean of 

9.869, a standard deviation of 2.564, a minimum of 4, 

and a maximum of 16 according to the descriptive 

statistics. In other words, the median size of the board 

for a publicly traded consumer products company is 

9.869, with a standard deviation of 2.564. This 

indicates that the data are excessively dispersed 

around the mean. The next table displays the mean 

(3.379), standard deviation (2.564), lowest (1) and 

maximum (9) for independent non-executive 

directors of listed Nigerian consumer goods firms. 

This implies that the minimum independent directors 

in the sampled consumer goods firm is 1, while the 

maximum is 9. The leverage of consumer goods firm 

in Nigeria ranges from 0.194 to 19.56 with an 

average leverage of 1.405 over the study period and 

standard deviation of 3.423. The return on asset of 

consumer goods firm in Nigeria ranges from -2.36 to 

3.012 with an average firm size of 0.071 over the 

study period. The return on asset of consumer goods 

firm in Nigeria ranges from -2.36 to 3.012 with an 

average firm size of 0.071 over the study period. 

 

Correlation Matrix 

Correlation matrix findings are shown in Table 2. 

This chart displays the study's correlation matrix. The 

correlation coefficient can take on values between -1 

and 1, inclusive. Positive or negative values for the 

correlation coefficient reflect the direction of the 

association, while higher values imply a stronger 

connection between the variables. 

 

 

 Table 2: Correlation Matrix of Board Composition, Firm Characteristics on Financial Reporting 

 Quality 

 

 Source: STATA Output Result. 

 

Table 2 presents the results of a correlation analysis, 

which reveal a substantially negative relationship 

between board size and discretionary accruals (the 

dependent variable). The coefficient of correlation for 

 DACC BS INED LEV ROA 

DACC 1.000     

BS -0.332 1.000    

INED -0.145 0.465 1.000   

LEV 0.608 -0.230 -0.127 1.000  

ROA 0.138 -0.087 -0.060 -0.318 1.000 
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this relationship is -0.332. This is because the 

correlation is measuring strength and direction, while 

the value determines the strength, the sign determines 

the direction. The value indicates a moderate negative 

correlation meaning that as board size increases by 1, 

the discretionary accruals of Consumer goods firms’ 

decreases by 1%, which inversely increases the 

quality of financial reporting and as board size 

decreases by 1, discretionary accruals increases by 

1% which reduces financial reporting quality. 

 

Also, from the table the correlation found between 

independent non-executive directors and 

discretionary accruals  is -0.145, therefore the 

correlation between them are negatively weak 

correlation, which indicates as listed Consumer goods 

firms’ independent non-executive directors decreases, 

the discretionary accruals of the firms increases 

thereby decreases the quality of financial reporting 

quality. 

 

However, the value of correlation found between 

leverage is 0.608, which indicates that they are 

strongly positively correlated and therefore as 

leverage increases, discretionary accruals increases, 

also quality of financial reporting decreases and vice 

versa. 

 

Discretionary accruals and return on asset has 

correlation coefficient of 0.138, this means that the 

variables are weakly positively correlated, that is the 

increase in the profitability of  a consumer goods 

firm, the discretionary accruals of the firm increase, 

while the financial reporting quality reduces and vice 

versa. 

 

 

Regression Results 

        Table 3: Regression Model Results (Heteroskedastic panels corrected standard errors) 

DACC Beta Coefficients z-values Sig. 

BS -0.040 -3.71 0.000 

INED 0.013 1.23 0.218 

LEV 0.126 3.62 0.000 

ROA 0.499 2.18 0.029 

_cons 0.613 4.40 0.000 

R
2
   0.513 

Wald chi2   39.13 

Sig.   0.000 

      Source: Stata output result 

 

Linear regression, heteroskedastic panels corrected 

standard errors results are reported as the regression 

results because of homoskedasticity that exists. 

Therefore, in order to correct the data, the researcher 

used linear regression heteroskedasticity panels 

corrected standard error. According to Table 3, the 

multiple coefficient of determination (R-square) 

indicates that 51.3% of the total variance in the 

dependent variable can be attributed to the 

explanatory factors. Financial Reporting Quality 

proxy by discretionary accruals of Nigerian listed 

Consumer goods firm is thus explained by board 

size, independent non-executive directors, and return 

on asset by 51.3%, with the remaining 48.7% due to 

other variables not addressed by this model. The 

result also indicates that the chance of F. statistics is 

less than 5%, which is statistically significant by a 

margin of 0.0000. This suggests that the size of the 

board, the proportion of independent non-executive 

members, the level of leverage, and the rate of return 

on assets all have a major effect on the quality of 

financial statements. 

 

Hypothesis one: 

According to Hypothesis 1, the financial reporting 

quality of listed consumer goods firms in Nigeria is 

not significantly affected by board size. The findings 

of the regression analysis indicate that there exists a 

negative relationship between the size of the board 

and the coefficient of discretionary accruals, as 

evidenced by a coefficient estimate of -0.040. This 

relationship is deemed statistically significant at a 
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level of 0.000. This is due to the fact that the 

calculated p-value is below the significance level of 

5%. The findings suggest that a one-unit increase in 

board size within a Consumer goods firm results in a 

4% reduction in discretionary accruals, thereby 

enhancing the quality of financial reporting. 

Conversely, a reduction of one board member within 

a Consumer goods firm is likely to result in an 

increase in discretionary accruals and a decline in 

the quality of financial reporting. According to this 

statement, the expansion of the board of directors 

within a consumer goods company that is publicly 

traded in Nigeria has a negative correlation with 

earnings manipulation. This, in turn, has a positive 

impact on the quality of financial reporting. 

Consequently, the null hypothesis is refuted based 

on the regression findings which indicate that the 

board size exerts significant impact on the financial 

reporting quality of consumer goods firms listed in 

Nigeria. This finding is consistent with the research 

outcomes of Oladipupo (2018) and Osarumwense 

and Aderemi (2016). 

 

Hypothesis two 

There is no correlation between board independence 

and the quality of financial reports for listed 

Nigerian consumer goods companies. A positive 

coefficient of 0.012 and a p-value of 0.218 were 

found in a regression analysis of board independence 

and discretionary accruals. At 5%, there is no 

statistical significance. Therefore, we do not reject 

the null hypothesis that the financial reporting 

quality of listed Nigerian consumer goods firms is 

unrelated to the level of board independence. The 

results of this research show that there is no 

correlation between the independence of boards and 

the quality of financial reports. 

 

Hypothesis three 

The quality of financial reporting for publicly traded 

Nigerian consumer goods companies is not 

significantly affected by leverage, according to the 

third hypothesis. An examination of the link 

between leverage and discretionary accruals reveals 

a positive and statistically significant correlation 

between the two (r=0.126, p0.0005). This means that 

if debts at a listed consumer goods company go up 

by 1%, discretionary accruals at the company go up 

by 13%, leading to lower-quality financial reporting, 

and if debts at a consumer goods company go down, 

discretionary accruals go down, leading to higher-

quality financial reporting. A lower level of debt 

means less discretionary accruals, which in turn 

means better financial reporting for the company. 

 

Hypothesis four 

The findings of the regression analysis indicate a 

statistically significant positive association between 

discretionary accruals and return on asset. The 

coefficient value of 0.499 and the p-value of 0.029, 

which is significant at the 5% level, support this 

conclusion. The findings suggest that a rise in 

profitability of a Consumer goods company by 1 

unit is associated with a corresponding increase in 

discretionary accruals by 0.499 units, leading to a 

reduction in financial reporting quality. Conversely, 

a decrease in profitability by 1% is linked to a 

decline in discretionary accruals by 50%, resulting in 

an improvement in financial reporting quality. This 

implies that a negative correlation exists between the 

level of Return on Assets and the quality of financial 

reporting. Thus, we can conclude that the null 

hypothesis, which states that there is no significant 

relationship between return on asset and the 

financial quality of listed consumer goods firms in 

Nigeria, is rejected. The present findings are 

consistent with the outcomes reported by (Adewale, 

2019) and Ibrahim and Jehu (2018) in their 

respective investigations. 

 

Conclusion & Recommendations 

The findings of the fixed effect model indicate that 

the composition of the board and the characteristics 

of the firm have a statistically significant influence 

on the financial reporting quality of consumer goods 

firms that are publicly listed in Nigeria. 

 

The financial reporting quality was found to be 

negatively impacted by board size in a statistically 

significant manner. The findings suggest that an 

increase in board size within a Consumer goods firm 

results in a decrease of discretionary 

accruals. Conversely, a decrease in board members 

within a Consumer goods firm leads to an increase 

in discretionary accruals, and thus an increase in 

financial reporting quality. Therefore, the 
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augmentation of board directors within a consumer 

goods firm listed in Nigeria is associated with a 

decrease in earning management, resulting in 

improved financial reporting quality, and 

conversely, a reduction in board directors may lead 

to a decline in financial reporting quality. 

 

Financial reporting quality is marginally improved 

by a more independent board, according to the 

study's findings on the relationship between board 

independence and report quality. This indicates that 

the quality of financial reports of listed consumer 

products firms in Nigeria would not be impacted by 

independent non-executive directors.  

 

Leverage is positively and statistically significantly 

associated with the quality of financial reports. This 

research concludes that higher debt loads have a 

negative impact on the quality of financial reporting 

at listed companies selling consumer goods, while 

lower debt loads have a positive impact on such 

companies' ability to report accurately. 

 

There is a favourable correlation between the quality 

of financial reporting and the performance of 

publicly traded consumer products companies. When 

a company is highly profitable, it makes more 

discretionary accruals, which lowers the quality of 

its financial reports, and when it is less profitable, 

the quality of its reports rises. 

 

An increase in board size is associated with better 

financial reporting, so it is recommended that 

businesses follow the guidelines set forth in the 

Nigerian code of corporate governance, which state 

that boards should have a sufficient number of 

members and a diverse set of skills and experiences 

to effectively steer their respective organisations. 

The Financial Reporting Council of Nigeria and 

other regulatory agencies are urged to strengthen 

their control and monitoring procedures to ensure 

that businesses follow these corporate governance 

norms. 

 

Greater use of debt results in higher discretionary 

accruals, which in turn leads to less reliable financial 

reporting by publicly traded Nigerian companies 

selling consumer goods. The study concludes that 

consumer products company management should 

plan and formulate strategies to reduce debt, 

improve financial reporting quality, and keep 

internal controls in excellent working order. 

 

The results demonstrate that profitable consumer 

goods companies are keen to include earnings 

management in order to sustain the confidence of 

their investors. The study's authors advise that 

shareholders demand better monitoring and 

supervisory controls at consumer goods firms, and 

that businesses employ large auditing firms for more 

thorough audits if they want to produce reliable 

financial reports. 

 

To further assure excellent financial reporting and to 

boost the trust of consumers of these reports for 

decision making, the researcher suggests that the 

International Accounting Standard Board and local 

bodies develop more improved standards. Firms 

should be monitored to ensure they are preparing 

high-quality financial reports by the government and 

other regulatory agencies like the Financial 

Reporting Council (FRC), Securities and Exchange 

Commission (SEC), Central Bank of Nigeria (CBN), 

etc. While this study focused on consumer goods 

companies listed on the Nigerian stock exchange, 

other studies could examine the effects of different 

board compositions and firm characteristics on 

financial reporting quality in other industries. Other 

researchers might look at alternative measures of 

earnings management in addition to discretionary 

accruals, which was utilised as a proxy for financial 

reporting quality. Since the authors were only able to 

account for 51% of the variance in FRQ, future 

studies should seek out and clarify opportunities to 

incorporate additional variables. 
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