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Abstract 

The objective of this article is to determine the effect of 

International Financial Reporting Standards (IFRS) 

adoption on value relevance of accounting information in 

Nigeria. The study therefore empirically analysed the effect 

of IFRS adoption on value relevance of net book value per 

share, earnings per share, and dividend per share from 

operations in Nigerian firms - evidence from oil and gas 

firms sector. The ex-post facto research design was used. 

The population is made up of 9 oil and gas firms listed in 

Nigerian Stock Exchange. A sample size of 8 firms selected 

on the basis of availability of data among other 

considerations was used. The study covers a period of tent 

years (2006-2015). Secondary data collected from annual 

reports of firms and database of Capital Assets were used. 

Panel data round effect regression analysis was used in 

analysing the data with the STATA 11. The findings 

revealed that IFRS adoption has an incremental effect on 

the value relevance of earnings per share, and dividend per 

share from operations, with earnings per share showing the 

highest increment. Based on the findings, the researchers 

recommended that investors should consider the values of 

earnings, book values of equity, and dividend per share 

from operations in the annual reports of firms prepared in 

accordance with IFRS before making any investment 
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decision. However, more emphasis should be laid on 

earnings. 

 

 

Introduction 

Accounting is an important financial information which should be duly communicated 

to the stakeholders to enhance decision-making. This signifies that the ability of the 

financial statement to effectively and satisfactorily guide investors on their investment 

decisions depends on the value relevance of the information in it. According to Barth, 

Beaver, and Landsman (2001), value relevance is the ability of financial statement 

information to capture or summarize information that affects share values.  

Holthausen and Watts (2001) see value relevance as the empirical relation between 

stock market values (or changes in values) and particular accounting numbers for the 

purpose of assessing the numbers used or proposed to be used in accounting standard. 

Investors normally rely on the information in the financial statement in assessing the 

value of a firm before deciding on whether to invest or not.  

Moreover, for any meaningful investment to take place, quality accounting 

information regarding share price and other performance indicators are essential. In 

the same vein, Palea (2013), sees financial information as a critical influence on 

investors’ behaviour with respect to portfolio selection which in turn affects security 

prices and, the terms on which a firm obtains additional financing.  Ikpefan and 

Akande (2012), are of the view that accounting is business language while financial 

reporting is for communicating and they are both regulated by Generally Accepted 

Accounting Practices (GAAP) which is usually country-based.  

Nevertheless, financial reporting inconsistencies have persisted due to varying 

reporting standards and requirements in different countries and as such have posed 

great challenges to international investors (Pologeorgis, 2013). Furthermore, the 

International Accounting Standards Board (IASB) sought a workable solution to 

alleviate the existing complexity, conflict and confusion created by inconsistency and 

the lack of streamlined accounting standards in financial reporting (Pologeorgis, 

2013). Yet, the need for a better comparability and relevance in accounting statement 

across the globe gave rise to the development and adoption of International Financial 

Reporting Standards (IFRS). From 2005, some countries globally adopted IFRS in the 

preparation of their financial statements. 

The move for the adoption of IFRS in Nigeria started 2010 following the Federal 

Executive Council’s approval of the road map for the adoption of the standards. This 
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was followed with the enactment of Financial Regulation Council of Nigeria Act in 

2011 which led to the transformation of the Nigeria Accounting Standard Board 

(NASB) to Financial Regulation Council (FRC). The FRC among other things is 

charged with the responsibility of implementing the roadmap for the adoption of IFRS 

in Nigeria. In 2012, Nigeria commenced adoption of IFRS, with companies quoted on 

the stock exchange and companies with significant public interest required to comply 

in the first phase. There is need to examine whether implementing IFRS has improved 

value relevance of accounting information in Nigeria since the financial statements 

have been presented in accordance with IFRS for almost eight  years.  

Financial statement of firms should contain accounting information that shows the true 

and fair view of the firms’ value. This will give prospective investors the ability to 

assess these firms based on the reported financial information. The inability of 

financial statements to reflect economic and business reality leads to capital sub-

optimally deployed, resource misallocation, investors paying huge opportunity cost by 

investing in companies with unrealistic, inflated values, and better investments by-

passed (Osaze, 2007).  The Enron and WorldCom scandals, capital market crash, and 

economic meltdown revealed that firms that were proved to be profit-making became 

insolvent and thus posing a big question as to whether reporting under GAAP is value 

relevant. 

Based on the above problems and scandals, accounting profession arose to the need of 

providing value relevant information by introducing a single set of accounting 

standards for global use known as IFRS. Nigeria as a nation is also faced with the 

accounting problems in question, and most researches carried out on the relevance of 

accounting information under IFRS adoption in Nigeria are based mainly on financial 

institutions, with mixed results arising from them. There is a need to carry out an 

empirical review on other firms quoted in the Nigeria Stock Market, to determine 

whether the relevance of accounting information prepared using IFRS is of more value 

than the one prepared using Nigeria GAAP, so as to help prospective investors in 

assessment of the firms’ value. This study is therefore motivated by the desire to fill 

this gap. 

 

CONCEPTUAL FRAME WORK 

The concept “value relevance” has been defined by researchers and scholars from 

various perspectives. The value relevance of accounting information has been studied 

from many angles. Miller and Modigliani’s (1966) study is among the first studies 

investigating relations among accounting figures and other financial parameters. 

Miller and Modigliani (1966) examined equity values that involved cost of capital in 

electric utility industry. Value relevance can be measured by the statistical relations 
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between information that financial statements present and stock market values or 

returns (Suadiye, 2012). Even though the concept is not new, the term “value 

relevance” was used for the first time in the related literature by Amir, Harris, and 

Venuti in 1993 (Carnevale, Giunta, & Cardamone, 2009; Suadiye, 2012). 

Veith and Werner (2010), defined value relevance as a proxy for the information 

content of financial accounting data and is usually measured as the association 

between some accounting numbers and market measure(s). Defining value relevance 

as a proxy for information content is not clear as other scholars see information content 

as different construct with its own meaning. Thinggaard and Damkierb (2008) opined 

that value relevance is the difference between return on the long position and return 

on the short position, that is, the market adjusted return that can be earned on long 

position and the return on market adjusted position that can be lost on short position. 

In his view, Beuselinck (2013), sees value relevance from accounting quality 

perspective by noting that value relevance approach is an instrument to estimate 

quality of accounting information which is of prime importance to the well-

functioning of an economy. Value relevance approach can be used to assess usefulness 

of accounting information for stockholders. Sing and Meng (2005), equally observed 

that value relevance involves both relevance for investor’s decision-making and 

reliability of measurement. However, to assess value relevance, it is essential to 

determine how accounting information records are reflected in stock prices. 

The above definitions of value relevance combined suggest that an accounting item is 

deemed value relevant if it explains variation in share price, that is, value relevance 

revolves around the security market value which determines the value of a firm. Once 

an accounting number has a significant positive relationship with share price then it is 

considered value relevant. In other words, they can be relied on to make informed 

decision without fear of being misled. 

IFRS on the other hand are set of guidelines and rules set by the International 

Accounting Standards Board (IASB) that companies and organizations can follow 

when compiling financial statements (Psaroulis, 2011), Since financial information is 

a medium of communicating financial transactions, it became imperative that different 

countries’ accounting standards be harmonized to form a single set of accounting 

standards, to improve the rate at which investment and credit decisions are taken and 

aid international comparability of companies’ performance both within and outside the 

reporting countries (Herbert, Tsegba, Ohanele, & Anyahara, 2013). 

In 2001, the International Accounting Standards Committee (IASC) was taken over 

by IASB with an aim to develop global standards and related interpretations that are 

now collectively known as IFRS. The accounting rules were then known as 

“International Accounting Standards” (IAS). After the IASB replaced the IASC in 
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2001, a lot of these accounting rules remained. Therefore, many of the standards 

forming part of IFRS are still known by the older name of IAS (Gornik-Tomaszewski 

& Showerman, 2010). 

This reorganization became very necessary since accounting is the language of 

business, then business enterprises cannot continue to speak in different languages to 

each other while exchanging financial numbers from their international business. With 

the advent of globalization, the world capital market has witnessed rapid expansion, 

diversification and integration which have brought about a shift away from local 

reporting standards to global standards. In 2005, EU Commission issued a legislation 

requiring the use of IASB standards for all listed firms thereby making IFRS 

mandatory. In response to this, over 115 countries have adopted IFRS, of which 

Nigeria is not an exception (Akpaka, 2015). 

 

THEORITICAL REVIEW 

This research is anchored on clean surplus theory model as it specifies the relation 

between market value of equity and accounting information such as earnings, cash 

flow and book value. 

The Ohlson Model (1995) propounded the clean surplus theory otherwise known as 

the Residual Income Valuation Model (RIVM). The main importance of Ohlson’s 

RIVM is its assertion that the market value of an entity can be functionally linked to 

numbers within its balance sheet and profit and loss components (Akileng, 2013). 

However, in view of the fact that the modified Ohlson model builds up a linear link 

with the market information, e.g., market capitalization and share prices and 

accounting information (earnings, dividends and book value of equity), it becomes so 

popular in the field of market valuation. Ohlson (1995), who based his theory of 

valuation on the RIVM, stated that given specific assumptions, share price of an 

entity’s equity is equal to the book value of the equity plus the discounted value of 

future residual income (Beisland, 2008).  

Ohlson’s clean surplus theory shows that the market value of the firm can be expressed 

in terms of income statement and balance sheet items (Che, 2007). The model has 

generated much empirical research examining the comparative value relevance of the 

balance sheet and the income statement components. It has become prominent in the 

accounting literature because it has had some success in explaining and predicting 

actual market firm value (Babalola, 2012). 

Under the RIVM, the main approach used in the valuation of earnings is the price 

model. The model is an offshoot of the standard valuation model which posits that 

price is the discounted present value of expected net cash flow. It equates current 

earnings with abnormal earnings and book value with the present value of expected 



 

Page 271                                                               JMSE Vol. 20 (7) 2020 ISSN – 2370-9878 

 
 
 

future normal earnings. The fulcrum of the model is based on three assumptions. The 

first assumption states that the expected value of expected dividends determines the 

market value of equity. The second assumption states that accounting information and 

dividends conform fully to the clean surplus relation, which implies that dividends 

reduce the book value of equity without affecting current earnings. The third 

assumption of the price model states that a linear model depicts the stochastic time-

series behaviour of abnormal returns (Barth et al., 2001). 

 

EMPIRICAL REVIEW 

Empirically, Nikolaos and Dimosthenis, (2009) in their study titled The Effect of the 

Mandatory Application of IFRS on the Value Relevance of Accounting Data: gave 

Some Evidence from Greece tested the effect of the mandatory adoption of IFRS upon 

the value relevance of earnings and book values using data from the Athens Stock 

Exchange that covered a period of two years before and two years after the mandatory 

adoption of IFRS. The study report that the adoption of IFRS positively affected the 

value relevance of consolidated net income and book value although it had no effect 

on their unconsolidated counterparts and that consolidated accounting numbers are by 

far more value relevant than unconsolidated ones in both periods and, unexpectedly, 

this superiority is more pronounced after IFRS adoption. 

In Saudi Arabia, Ahmed (2017) in his study attempted to determine whether 

accounting information under IFRS is value relevance or not and which accounting 

information is more value relevance. To achieve this aim, the researcher conducted a 

quantitative study on a sample of 11 banks listed in Saudi Stock Exchange during the 

period from 2006 to 2015. Using panel data, he used three regression models to test 

research hypotheses. Model 1 includes both earning per share and book value per share 

as independent variables and price per share as a dependent variable. Results indicated 

that adjusted R-squared explains about 0.2660 of changes in share prices and earnings 

per share are significant but book value per share is not significant. When considering 

earning per share alone as independent variable in regression model 2.It is found that 

earnings per share is significant and explains about 0.272 of share price. By comparing 

results of model 1 with results of model 2. It is found that earning per share alone is 

more value relevance than both earnings per share and book value per share in Saudi 

banking industry. In addition, when considering book value per share alone as 

independent variable in regression model 3, it is found that book value per share is 

significant and explained only about 0.061 of share price. By comparing results of 

model 1 with results of model 3, the study found that both earning per share and book 

value per share are more value relevance than book value per share alone in Saudi 

banking industry. 
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In Brazilia, Mateus and Paulo (2014), in their study titled “Effect of the Adoption of 

IFRS on the Information Relevance of Accounting Profits in Brazil”.  Assessed the 

effect of adopting the International Financial Reporting Standards (IFRS) in Brazil on 

the information relevance of accounting profits of publicly traded companies. The 

associative capacity and information timeliness of accounting profits in relation to 

share prices were examined. The study used pooled regressions and panel data models 

to analyse the quarterly accounting profits of 246 companies between the first quarter 

of 1999 and the first quarter of 2013, resulting in 9,558 quarter-company observations. 

The results indicated that the adoption of IFRS in Brazil (1) increased the associative 

capacity of accounting profits; (2) reduced information timeliness to non-significant 

levels; and (3) had no effect on conditional conservatism. The joint analysis of the 

empirical evidence from the present study conclusively precludes stating that the 

adoption of IFRS in Brazil contributed to an increase the information relevance of 

accounting profits of publicly traded companies.  

 Ahmed and Zayyad (2014), investigated the effect of IFRS adoption on the value-

relevance of accounting information in Nigeria. The study builds on the explanation 

of extant finance theories on the value and timing of information. IFRS was measured 

with more disclosure of economic events as well as the fair valuation of economic 

events under IFRS. The opinions of a number of financial analysts with the aid of e-

mail questionnaire were sourced. A log-linear test was run to test the interaction of the 

variables and the significance of such interaction. A significant relationship was found 

between the each of the independent variables and the dependent variable at 5% level 

of significance. The study therefore offers explanations regarding the IFRS adoption 

as a bridge of the gap between accounting and finance measurement of information. It 

is concluded that IFRS adoption has enhanced the value relevance of accounting 

information in Nigeria. However, recommendation was made that more measures 

should be put in place to ensure full compliance of IFRS by all affected Nigerian 

entities. 

In Turkey, Muhammed (2017), in his study measured the relevance of accounting 

information prepared under IFRS for the manufacturing firms listed at Borsa Istanbul. 

To achieve the objectives of the study, the data used in the empirical part was divided 

into two periods. The first period covers the years from 1996 to 2004 (pre adoption 

IFRS), while the second period covers the years from 2005 to 2013 (post adoption 

IFRS). A regression model has been applied to measure the explanatory power of book 

values and earnings to explain stock prices. According to these results, Z value of 36 

out of 71 firms (50.70%) has improved after the adoption of IFRS. The result of 

applying the relevance model on each firm separately has shown that there is no 
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positive significant impacts after the adoption of IFRS on the relevance of the 

accounting information of the manufacturing firms listed at Borsa Istanbul.  

In Nigeria, in a paper titled “The Value Relevance of Accounting Information 

Evidence from Nigeria”. Okuns and peters (2015), examined the empirical literature 

on value relevance by examining the extent to which accounting information is 

associated with firm value, from an emerging market context. The paper uses the basic 

Ohlson (1995) model and the modification of the model that includes cash flow from 

operation, and dividends, to ascertain the value relevance of accounting information 

in Nigeria. The paper accommodates the documented relative inefficiency of the 

market by using stock price at three months and six months after year end as dependent 

variable. The study employs a pooled and panel data in the regression of share price 

and returns on accounting numbers. The ordinary least square (OLS) estimation and 

dynamic model estimation, with the Random and Fixed effects variants were used in 

the regression. The study found out that earnings, cash flow and dividends were 

statistically significantly associated with firm value but book value was related but not 

statistically significant. Based on these findings, it is suggested that the focus of 

investors should be on earnings, dividends and cash flows while less emphasis be 

placed on book values. Besides, the accounting information for investment purposes 

should be communicated to the investing public; and such information should be of 

high quality to avoid sub-optimal investment decisions by investors, with negative 

consequences for the overall economy. 

In Indonesia, Rida, Bambang, Erwin and Bambang, (2018), study examined the value 

relevance of accounting information between the manufacturing industry and the 

Financial Services on IFRS period of 2008 through 2014 and compares the results for 

both groups of sectors. This study uses the value of accounting profit, book value, and 

cash flow as a proxy for the value relevance of accounting information. This study 

uses a quantitative approach. The population of this research is a public company 

manufacturing and the financial services on the 

Indonesia Stock Exchange. The dependent variable of this research is the study uses 

the stock price and independent variable used in this study are earnings per share, book 

value per share, and total cash flow per share. Analysis of research data using linear 

regression. The results showed that accounting information such as earnings, book 

value and cash flow have value relevance fluctuates on the phase of adoption and 

implementation of IFRS however the value relevance has been increasing of earnings, 

book value, and cash flow in the implementation phase of IFRS compared early 

adoption phase of IFRS and then earnings have value relevance higher than book value 

of equity, and cash flow both two groups of manufacturing and financial services 

industries.  
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Empirically, Oskar and Erik, (2012) in their paper titled “Have IFRS Contributed to 

an Increased Value-Relevance” examined the value-relevance of Scandinavian 

earnings information and book values over the past decade in order to shed some light 

on whether the extensive global adoption of IFRS/IAS has contributed to an increased 

accounting quality in terms of economic decision-usefulness to equity investors. They 

investigated the problem using a sample of 4,310 firm-year observations for 431 

exchange-listed companies at NASDAQ OMX Nordic and Oslo Stock Exchange 

between 2001 and 2010. The degree of value-relevance in the firm-sample is 

operationalized through two price regressions and one return regression and 

empirically tested via the statistical association between capitalized values of equity 

or annual changes in capitalized values of equity and the study’s three explanatory 

accounting variables: (i) book values, (ii) accrual-based earnings and (iii) cash-flow-

based earnings. Taken as a whole, the results show significant empirical signs of an 

increased value-relevance in both Scandinavian earnings information and book values, 

allowing us to draw significant as well as contributing conclusions on the information 

content of financial statement information disclosed in the Scandinavian region. 

Halonen, Pavlovia and Pearson (2013), employed a simplified Ohlson’s (1995) model 

and investigated value relevance of financial reporting in Sweden after the 

introduction of the International Financial Reporting Standards in 2005. They found 

that value relevance of book values had increased but the value relevance of earnings 

had decreased over the period. 

Melissa (2013) addressed the relationship between share price and bottom line 

accounting information as dividends, earnings and book value in the Nairobi Stock 

Exchange. The study shows that earnings and book values are significantly associated 

with share values, though book value was found to be least significant of the three 

variables. 

Empirically, Tochukwu, Alphonso and Nwanneka (2017), in their study sought to 

determine the effect of International Financial Reporting Standards (IFRS) adoption 

on value relevance of accounting information in Nigeria. The study empirically 

analysed the effect of IFRS adoption on value relevance of book value, earnings per 

share, and cash from operations in Nigerian firms - evidence from consumer firms 

sector. Three hypotheses guided the study. The ex-post facto research design was used. 

The population is made up of 25 consumer firms listed in Nigerian Stock Exchange. 

A sample size of 12 firms selected on the basis of availability of data among other 

considerations was used. The study covers a period of eight years (2008-2015). 

Multiple regression analysis was used in analysing the data with the aid of Statistical 

Package for Social Sciences (SPSS) Version 22. The findings revealed that IFRS 

adoption has an incremental effect on the value relevance of book value, earnings per 
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share, and cash flow from operations, with earnings per share showing the highest 

increment. Based on the findings, the study recommended that investors should 

consider the values of earnings, book values of equity, and cash flow from operations 

in the annual reports of firms prepared in accordance with IFRS before making any 

investment decision. 

According to Mohammed and Nor (2016), in their study titled “The value relevance 

of accounting disclosures among listed Nigerian firms: IFRS Adoption” attempted to 

determined the value relevance of assets and liabilities after the adoption of IFRS 

among listed Nigerian firms. Ohlson Model (1995) model of stock price regressions 

tested the relationship between assets and liabilities with the stock price, which has 

been widely adopted by accounting researchers. A sample of 126 firms listed in 

Nigeria stock market was used for the study. Data was collected from Thomson 

Reuters and Bank Scope Data Streams for non-financial and financial firms, 

respectively. The findings provide empirical evidence, established on unique Nigerian 

environment, statistical significance difference on the value relevance of assets, and 

liabilities prepared and disclosed under IFRS. Robustness test, as well as yearly trend 

analysis, produce collaborating evidence. The present statistical significance value 

relevance increase based on the unique Nigerian adoption of IFRS as an emerging 

market. 

Kargin (2013) examined the pre and post effect of IFRS adoption on accounting 

information on Turkish firms listed on Istanbul Stock Exchange excluding financial 

sector from 1998 to 2011, using Ohlson (1995) model to test value relevance of 

accounting data for firms with positive earnings. The study documented that value 

relevance of book value has increased with IFRS adoption but earnings have no 

significant incremental value relevance. 

In United Arab Emirate, James (2011) examined the value relevance of accounting 

information in per and post periods of International Financial Reporting Standards 

implementation using the regression and portfolio approaches for sample of the UAE 

companies. The results obtained from a combination of regression and portfolio 

approaches showed that accounting information is value relevant in UAE stock 

market. A comparison of the results for the periods before and after adoption, based 

on both regression and portfolio approaches, shows a decline in value relevance of 

accounting information after the reform in accounting standards. It could be 

interpreted to mean that following to IFRS in UAE didn’t improve value relevancy of 

accounting information. However, results based on and portfolio approach shows that 

cash flows’ incremental information content increased for the post-IFRS period. 

 

METHODOLOGY 
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The ex-post factor research design was used in this research work. The listed Nigerian 

oil marketing companies in 2015 constitute the population of this study; from which 

eight companies were sampled out as representatives of the population. The study 

covers a period of ten year (2006-2015). The dependent variable of the study is earning 

per share this is in line with the work of Sibel (2013); while the independent variable 

is net book value per share and dividend per share as employed Sibel (2013). 

The model express the relationship between earning per share (EPS) and values net 

book value per share (NBS), dividend per share (DPS) using different methods 

respectively. The model can be thus written as follows: 

 

MODE L SPECIFICATION 

The study adapted the Ohlson (1995) valuation model, which states that the firm value 

is a linear function of book values of owners’ equity and earnings. Moreover, the 

model was modified to see the changes in the value relevance of accounting data after 

IFRS adoption. The basic model derived within the Ohlson (1995) framework, stated 

as:   

EPS=ɑ₁0+ɑNBS + ɑ₂DPS +eit 

Where: 

EPS=earnings per share return (profit after tax/share capital 

NBS=net book value per share (total asset/share) 

DPS=dividend per share (dividend/share capital). 

ɑ1, ɑ2, = Coefficient of the independent variable 

eit = an error term. 

 

POPULATION OF THE STUDY 

The research population of this study comprises of all the petroleum marketing 

companies that are quoted on the floor of the Nigerian Stock Exchange. This can be 

seen in the table below. 

 

Table 3.1: STUDY POPULATION 

S/N COMPANY NAME YEAR OF 

INCORPORATION 

YEAR OF 

LISTING 

1 OANDO PLC 1969 1992 

2 AFROIL PLC  1990 

3 BECO PETROLEUM 

PLC 

1986 2004 

4 CONOIL PLC 1960 1989 
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5 ETERNA OIL & GAS 

PLC 

1989 1998 

6 FORTE OIL PLC 1964 1978 

7 MOBIL OIL NIG. PLC 1951 1979 

8 MRS OIL NIG. PLC 1969 1978 

9 TOTAL NIG. PLC 1956 1979 

Source: Generated by author from the NSE 2015/2016 Fact book.  

 

Table 3.3.1 shows the population of the study consisting of nine quoted petroleum 

marketing companies drawn from the 2006/2015 fact book of the Nigerian Stock 

Exchange (NSE), out of which the population of the study would be derived. The 

criteria for choosing the population is the availability of the data from 2006 to 2015, 

the justification for this criteria to ensure the availability of comparable data from 2006 

to 2015, and the companies that met with these criteria are listed in table 3.2. However, 

Afroil PLC did not met with the criteria Afroil has been de-listed from Nigerian Stock 

Exchange since 2008, and as such it did not have complete required data.  

 

Table 3.2: WORKING POPULATION 

S/N COMPANY NAME YEAR OF 

INCORPORATION 

YEAR OF 

LISTING 

1 OANDO PLC 1969 1992 

2 FORTE OIL PLC 1964 1978 

3 MOBIL OIL NIG. 

PLC 

1951 1979 

4 MRS OIL NIG. PLC 1969 1978 

5 TOTAL NIG. PLC 1956 1979 

6 CONOIL PLC 1960 1989 

7 ETERNA OIL & GAS 

PLC 

1989 1998 

8 BECO PEROLEUM 

PLC 

1986 2004 

Source: Generated by the researcher from table 3.1.  

 

STATISACAL RESULTS AND DISCUSSION 

As stated earlier, the study used regression models in order to establish a basis of 

testing the hypothesis 

Table 4: Descriptive Statistics of the variables (Post IFRS Introduction) 

 EPS NBS DPS 
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Mean 10.666 14.1495 7.0037 

Std. Dev. 5.868 9.9320 3.3566 

Minimum 1.74 3.7 1.17 

Maximum 30.3 37.11 15.3 

Observations  40 40 40 

Source: Output of summary statistics developed by the researcher (2018). 

 

From the table 4, the average values of the dependent variable earning per share (EPS) 

is 10.66 and the standard deviation is 5.863 indicating lack of substantial variation. 

The other variables which are all independent in the table also show the evidence of 

some level of variability. On the overall the net book value per share (NBS) has the 

highest standard deviation which about 9.932 and DPS has the lowest standard 

deviation account for only 3.356. The higher the deviation the higher the enhancement 

of the organisation. 

 

Table 4.1: Descriptive Statistics of the variables (Pre- IFRS Introduction) 

 EPS NBS DPS 

Mean 3.507 12.0462 4.3035 

Std. Dev. 11.1284 12.9444 3.2592 

Minimum -52.11 -8.2 0 

Maximum 16.01 58.35 12.93 

Observations  40 40 40 

Source: Output of summary statistics developed by the researcher (2018). 

 

From the table 4.1, the average values of the dependent variable earning per share 

(EPS) is 3.51 and the standard deviation is 11.128 indicating lack of substantial 

variation. The other variables which are all independent in the table also show the 

evidence of some level of variability. On the overall the net book value per share 

(NBS) has the highest standard deviation which about 12.944 and DPS has the lowest 

standard deviation account for only 3.256. The higher the deviation the higher the 

enhancement of the organisation. EPS and NBS has a negative minimum figures 

indicating that in some years earning of the business is negative. 

In an attempt to establish the relationship between the dependent and the independent 

variables, and also to ascertain whether or not multi-collinearity exist as a result of the 

correlation between variables, table 4.2 is incorporated for the purpose of analysis. 

The correlation matrix in table 4.2 provides some insights into which of the 

independent variables are related to the dependent variable EPS. 
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TABLE 4.2: PEARSON CORRELATIONS (POST IFRS INTRODUCTION) 

 EPS NBS DPS 

EPS 1.000   

NBS 0.4873 1.000  

DPS 0.7585 0.3592 1.000 

Source: Correlation Table developed by the researcher using STATAC11 (2018). 

 

From the above matrix, the values are on the diagonal are all 1.000 indicating that each 

variable is perfectly correlated with itself. The highest correlations with EPS are for 

DPS (0.7585) and NBS (0.3592). Both correlations are positive, which implies that as 

the value of default rate increases as the value earning per share increases 

To further assess the validity on non-multi-collinearity indication revealed by the 

correlation matrices, the study used Tolerance Value (TV) and Variance Inflation 

Factor (VIF). 

 

TABLE 4.2.1: PEARSON CORRELATIONS (PRE IFRS INTRODUCTION) 

 EPS NBS DPS 

EPS 1.000   

NBS 0.1969 1.000  

DPS 0.3525 0.0743 1.000 

Source: Correlation Table developed by the researcher using STATAC11 (2018 

 

From the above matrix, the values are on the diagonal are all 1.000 indicating that each 

variable is perfectly correlated with itself. The highest correlations with EPS are for 

DPS (0.3525) and NBS (0.1929). Both correlations are positive, which implies that as 

the value of default rate increases as the value earning per share increases 

To further assess the validity on non-multi-collinearity indication revealed by the 

correlation matrices, the study used Tolerance Value (TV) and Variance Inflation 

Factor (VIF). 

The below table represent the results of TV and VIF for the credit risk outcome 

components. 

 

 

Table 4.3: Test for Multicollinearity (PRO IFRS ADOPTION) 

Variable VIF 1/VIF (TV) 

DPS 1.15 0.8709 

NBS 1.15 0.8709 

Mean VIF 1.15 
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Source: Output of summary statistics developed by the researcher using STATA 

11 (2018). 

From the table 4.3, TV falls within 0.8709 which suggest non multi-collinearity 

feature. Multi-collinearity feature exist when the value of TV is less than 0.2 (Safari, 

2012). The VIF which simply the reciprocal of TV which is 1.14, this indicates absence 

of multi-collinearity. VIF shows multi-collinearity when its value exceed 10 

(Tobachnics and Fidell, 1996 as cited by Sabari, 2012). 

The below table represent the results of TV and VIF for the credit risk outcome 

components. 

 

Table 4.3.1: Test for Multicollinearity (PRE IFRS ADOPTION) 

Variable VIF 1/VIF (TV) 

DPS 1.01 0.99448 

NBS 1.01 0.99448 

Mean VIF 1.01 

Source: Output of summary statistics developed by the researcher using STATA 

11 (2018). 

 

From the table 4.3.1, TV falls within 0.99448 which suggest non multi-collinearity 

feature. Multi-collinearity feature exist when the value of TV is less than 0.2 (Safari, 

2012). The VIF which simply the reciprocal of TV which is 1.01, this indicates absence 

of multi-collinearity. VIF shows multi-collinearity when its value exceed 10 

(Tobachnics and Fidell, 1996 as cited by Sabari, 2012). 

 

Table 5: Summary Regression Results of the variables (random effect) Pro IFRS 

Adoption 

Variables Coefficient  Std Errors T. Values Prob  

Intercept  8.6491 3.8863 2.23 0.034*** 

NBS -0.16505 0.28706 -0.57 0.57* 

DPS 0.6214 0.2621 2.37 0.024*** 

R Sq. Overall 62.30    

Prob  0.0000***    

Source: Regression output developed by researcher (2018). (*, **, ***, indicate 

significant levels at 10%, 5% and 1% respectively). 

 

The regression result of the study’s model suggests that all the independent variables 

have positive impact on profitability. The model is thus; 
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EPS=8.6491-0.16505NBS+0.6214DPS 

 

Table 5.1: Summary Regression Results of the variables (random effect) Pre 

IFRS Adoption 

Variables Coefficient  Std Errors T. Values Prob  

Intercept  -2.1924 3.7591 -0.55 0.56* 

NBS 0.04821 0.1351 0.36 0.72* 

DPS 1.1894 0.57231 2.08 0.038*** 

R Sq. Overall 13.40    

Prob  0.0000***    

Source: Regression output developed by researcher (2018). (*, **, ***, indicate 

significant levels at 10%, 5% and 1% respectively). 

EPS=-2.1924+0.04821NBS+1.1894DPS 

 

For the pre-IFRS period, earning per range from -52.11 to 16.01 (see Table 4.1), with 

a mean of 3.507 and a standard deviation of 11.13. The book value per share ranged 

from -8.29 to 58.35, with a mean of 12.046 and a standard deviation of 12.9441. 

Moreover, the dividend per share ranged from 0 to 12.93, with a mean of 4.30 and a 

standard deviation of 3.31. However, for the post-IFRS period, earning per share 

ranged from 1.74 to 30.3 (see Table 4), with a mean of 10.665 and a standard deviation 

of 5.87. Book value per share ranged from 3.7 to 37.11, with a mean of 14.15 and a 

standard deviation of 9.93. Also, the dividend per share ranged from 1.7 to 15.3, with 

a mean of 7.00 and a standard deviation of 3.36.  Subsequently, the mean of the whole 

variables showed an increase from the pre-IFRS adoption period to the post-IFRS 

adoption period. This may indicate that the values are influenced by different 

economic circumstances during the period. 

The findings from the analysed data based on the regression results of share prices and 

accounting information proxies are as follows: 

In the pro FIRS adoption as captured in table 5. DPS exhibited a positive relationship 

with EPS carrying a coefficient of 0.621 and a t- value of 2.37 and significant at 1 %. 

This implies that an increase in DPS by 1% with other variable hold constant result in 

62% increase in EPS but in the per FIRS adoption as captured in table 5.1, DPS 

exhibits a positive relationship with EPS at coefficient of 1.1 with a t- value of 2.08. it 

can also be stated that 1% increase in DPS will lead to an increase to 11% increase in 

EPS with other variable held constant. 

From the above analysis, it was gathered that the value relevance of earning per share 

has increased in the post-IFRS period. This means that IFRS has a positive significant 

effect on the ability of earning per share to determine dividend per share price. This is 
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in consonance with the study of a number of researchers such as Nikolaos and 

Dimosthenis (2009), Ahmed (2017), Mateus and Paulo (2014) who are indicating that 

book value is more value relevant in the post-IFRS period.  

Furthermore, on the effect of IFRS adoption on earnings, this study discovered that 

the value relevance of earnings has the highest significant increase in the post-IFRS 

period. Though this is in agreement with the study of Ahmed and Zayyad (2014), 

Melissa (2013) and it contradicted the works of researchers like Halonen, Pavlovia and 

Pearson (2013) which stated that the value relevance of earnings decreased after IFRS 

adoption in Sweden and Kargin (2013) which also stated that earnings have no 

incremental value relevance in post-IFRS period in Nigeria firms listed in the Istanbul 

Stock Exchange. 

 

CONCLUTION 

This study was set out to empirically analyse the effect of IFRS adoption on the value 

relevance of accounting information in Nigeria. Since the adoption of IFRS in 

numerous countries, the academic literature is filled with numerous issues related to 

its adoption. This study is an attempt to showcase the effect of the adoption from the 

perspective of a developing country. 

Our findings revealed that IFRS adoption had a positive significant effect on the value 

relevance of earnings, book value of equity and cash flow from operations. The 

findings are consistent with most of the previous studies that also researched on such 

effect. 

 

RECOMMENDATIONS 

Based on the research findings, the following recommendations are made to address 

the research problem: 

Since the value relevance of accounting information has increased after the adoption 

of IFRS, investors should consider the values of dividend per share, earning per share 

and net book value per share in the annual reports of firms prepared in accordance with 

IFRS before making any investment decision. However, more emphasis should be laid 

on earnings; 

Regulators in order to improve the investment scenario should ensure that accounting 

information communicated to the investing public are adequately prepared in 

accordance with IFRS to avoid wrong investment decisions by investors, with fatal 

consequences to the economy; 

Firms yet to adopt IFRS in Nigeria should do so because it will make their financial 

statement comparable, transparent and rich in quality thereby boosting investors’ 

confidence  
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SUGGESIONS FOR FURTHER STUDIES 

Finally, for future research, we suggest the following: 

This study examined only oil and gas firms listed on the Nigerian Stock Exchange. 

Future research can examine the effect of IFRS adoption on value relevance of 

accounting information of other sectors listed in the Nigerian Stock Exchange; 

The study only examined the effect of IFRS adoption on reported earnings and book 

values of equity and dividend per share from operations. Other accounting figures like, 

goodwill and intangible assets may be considered in further research; 

This study only covered a period of ten years from 2006 to 2015. Future studies can 

increase the scope and also investigate the effect of IFRS adoption on value relevance 

of accounting information. 
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