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Abstract — The protection of shareholders’ interests has 

attracted global attention following the corporate developments 

around the world necessitating disclosure and financial 

reporting regulations. A sample of 55 firms quoted on NSE was 

selected for the period of 2014-2018. The study adopted 

descriptive and inferential statistics. The regression results also 

show that IFRS disclosures have significant effect on the 

protection of shareholders’ interests in the selected listed firms 

in Nigeria at a 5 percent level of significance. The study 

concluded that there is inverse relationship between the 

protection of shareholder interests and IFRS disclosures; 

however, the IFRS disclosures have significant effects on the 

protection of shareholders in the Nigerian quoted firms. The 

study recommends that the Financial Reporting Council of 

Nigeria should change its stance on IFRS from adoption to 

adaptation in order to allow for local accounting standards that 

reflect the Nigerian environments.  

 

Index Terms — CAMA, Disclosure, IFRS, Protection, 

Shareholders’ Interests. 

 

I. INTRODUCTION 

Shareholders’ wealth maximization is the most acceptable 

corporate objective, and this is a normal response to financial 

resources provided by shareholders. Leuz and Wysocki [1] 

identify three of these global developments that necessitated 

disclosure and financial reporting regulation: financial crises 

and corporate scandals; International Financial Reporting 

Standards (IFRS) adoption; and the increasing 

internationalization of capital markets. Whether financial or 

non-financial, IFRS disclosures are important to shareholders 

as a basis for their decisions and as evidence of the extent of 

representation and protection of their interests by business 

firms [2]. IFRS disclosure reporting could also have a 

psychological effect on the reporting entities and it could help 

to drive stability and better performance [3]. More than ever, 

stakeholder management is important first to acknowledge 

the context of business operations and value creation and 

secondly to drive sustainability [4]-[6]. However, with the 

increasing awareness of stakeholders, there have been 

concerns about if and how the interests of shareholders, the 

major finance providers, have been considered and protected.  

The adoption and adaptation of the International Financial 

Reporting Standards (IFRS) is now on the increase to drive 

globalization. IFRS implementation is expected to come with 

some benefits, which include enabling countries to “break all 

barriers to international trade; liberalize the economy; attract 
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foreign investors thereby engendering a business-friendly 

environment for a healthy competition with domestic firms” 

[7]. Nigeria made the decision to adopt IFRS in 2010, which 

was phased into three stages and its implementation started in 

2012 [7]. The Federal Reporting Council of Nigeria has been 

charged with the responsibility to promote compliance in 

Nigeria with the adopted IFRS standards issued by the 

International Accounting Standards Board [8]. The Body and 

Act were established and promulgated following the 

recommendation of the World Bank ROSC Report 2004 [9]. 

Disclosure is expected to drive a better flow of information 

for proper decision making between business firms and 

stakeholders [10], [3] while reducing information asymmetry 

[11]. However, the recent market and corporate failures are 

largely attributed to disclosure weakness [12], [13]. The 

various corporate failures could also be attributed to greedy, 

corrupt, and incompetent managers [14], whom investors 

perceive to be accountable to nobody [15]. These corporate 

failures in the 2000s have raised concerns on how protected 

shareholder interests are.  

Many researches works on disclosure have concentrated on 

impact of disclosure on performance [3], [16]-[23]. Also, 

some researchers empirically identify and consider the effect 

of firm-specific attributes on the level and quality of 

disclosure [24]-[26]. However, there have been concerns over 

the years if disclosures in financial statements are relevant to 

and adequately reflect, represent, and protect the interests of 

shareholders for sustainability of business organizations. 

A. Statement of the Problem 

Post-adoption of IFRS and its mandatory application in 

Nigeria, studies have shown that disclosures and transparency 

have improved but still leave much room for regulation and 

compliance. On a practical level, accounting standard setters 

acknowledge that financial statements (the main disclosure 

instrument) serve general-purpose and mostly tailored 

towards investors and creditors. This creates a vacuum of 

information needs of users which standard setters have little 

or no regard for but are rather assumed [27]. Thus useful, 

specific information needs of shareholders are hardly known 

[28], [29]. Many business firms would rather not disclose or 

disclose low-quality information [30], [31]. Inadequate 

disclosure has been at the heart of most policy analyses of the 

global financial crisis [12].  

While there is legal protection of investors (especially 

minorities) on paper in most developing countries, there are 

vast cases of corporate governance failures, little or no 
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protection of investors, systemic corruption and weak 

regulatory and legal frameworks [32]. With disclosures and 

strong regulatory enforcement, the protection of shareholders 

could be considerably achieved in developing countries. 

From the foregoing on disclosure in developing nations 

and Nigeria, this study becomes necessary to take the 

disclosure researches further especially in Nigeria. Studies on 

statutory disclosure in Nigeria have looked at factors 

influencing disclosures, quality of disclosure and level of 

compliance with an undertone of investor protection, largely 

because our corporate law is shareholder oriented. However, 

few studies see and assess the adequacy of statutory 

disclosures to protect stakeholders’ interests in Nigeria. The 

study seeks to establish empirically if IFRS disclosures mean 

good for shareholders and protect their interests. 

B. Objective, Question and Hypothesis of the Study 

The objective of this study is to evaluate the effect of IFRS 

disclosure on the protection of shareholder interests in 

Nigerian quoted firms.  

Research Question 

In what way do IFRS disclosures affect the protection of 

shareholders’ interests in Nigerian quoted firms?  

Hypothesis 

H0: IFRS disclosures have no significant effect on the 

protection of shareholders’ interests in Nigerian quoted firms. 

 

II. REVIEW OF LITERATURE 

A. Shareholders and Protection of their Interests 

While there has been an argument as to whether to refer to 

stockholders as owners of business firms, Freeman [33] calls 

them one of the financiers of the business and also a 

stakeholder. Institutional shareholders are active investors 

both in good and bad times [34]; however, usually 

shareholders react and stand up to managers in bad times of 

underperformance and increasing institutional sales of firm 

shares [35], [36]. Many corporate laws are shareholder-

oriented and target to protect the shareholders’ interests; even 

despite different calls to change this orientation to the 

stakeholder perspective. Nigeria is largely shareholder-

oriented in her approach to corporate law; however, its 

corporate governance stance is moving in the direction of 

stakeholders like other countries [37]. Most countries like the 

United Kingdom and South Africa have adopted an 

enlightened shareholder value approach [38]. However, this 

approach allows firms to pursue shareholder wealth 

maximization with a long-term perspective while considering 

and creating value for relevant stakeholders [39]. Porta, 

Lopez-de-Silanes, Shleifer, and Vishny [40], [41] noted that 

common law countries tend to provide better protection to 

minority shareholders than civil law countries do.  

By most corporate laws, directors are expected to act in the 

best interest of the company. This implies that as directors 

interact with different shareholders and other stakeholders 

with different conflicting interests, directors strive to achieve 

the appropriate balance between its various stakeholder 

groups [42], with shareholders having priority. The following 

critical components of corporate defense must be managed 

effectively: governance, risk, security, control, assurance, 

compliance, intelligence, and resilience [43]. Shareholders 

and other stakeholders could also engage external auditors, 

rating agencies and regulators in the event that the 

organization fails in its obligations to them [43]. Disclosure 

is an important tool in the hand of business firms and when 

wielded properly, shareholder protection could be 

guaranteed. The recent adoption of IFRS by most countries 

(in 2005 in the EU and 2012 in Nigeria) is intended to drive 

globalization and protect shareholders who could be beyond 

the national walls of the reporting entities. 

It should be noted that the Nigerian government has made 

considerable efforts to protect the interests of shareholders in 

Nigeria. The corporate laws and bodies mostly support the 

protection of shareholders and creditors, while other 

regulations and agencies target and protect various corporate 

stakeholders. While there is no standard non-governmental 

body to protect the interests of shareholders, different 

shareholder groups are making efforts to promote their own 

interests. For example, over 100 shareholders’ associations 

are registered with the Corporate Affairs Commission in 

Nigeria (SEC. n.d.).  

B. International Financial Reporting Standards (IFRS) 

A set of annual reports and accounts (financial statements) 

has been a major tool of corporate communication and 

information disclosure for businesses for years [44]. These 

financial statements are prepared by management based on a 

set of accounting standards for presentation to shareholders at 

the annual general meeting. Over the years, different 

countries have different sets of accounting standards 

(Generally Accepted Accounting Standards) guiding the 

preparation and presentation of financial statements. Because 

of their importance for the attraction of investments and 

economic growth, accounting standards called IFRS ensure 

transparency, uniformity, and comparability in preparation 

and presentation of financial statements on an international 

basis [45]. Many countries as well as continental and 

international bodies have moved for their members to adopt 

IFRS. For example, the EU mandated the adoption of IFRS 

for its member states from 2005 [46]. Though it is still a 

subject of academic research, there is an assumption that the 

adoption of IFRS and U.S. Generally Accepted Accounting 

Practices (GAAPs) standards leads to quality disclosures as 

against what obtains in most local reporting regimes outside 

the Anglo-Saxon sphere [45]. 

In 2010, Nigeria through the Federal Executive Council 

approved the adoption of IFRS by Nigerian businesses 

effectively from 1 January 2012. With the adoption of IFRS 

to replace the national Statement of Accounting Standards 

(SASs), corporate disclosure is basically statutory and 

mandatory in Nigeria. The Financial Reporting Council of 

Nigeria (FRCN) has also replaced the National Accounting 

Standard Board through its Act of 2011 and now ‘promotes 

compliance with the adopted standards issued by the 

International Federation of Accountants and International 

Accounting Standards Board’. 

The idea of IFRS started in 1973 with the establishment of 

the International Accounting Standards Committee (IASC) 

by professional accountancy bodies of the United Kingdom 

and Ireland, United States, Australia, Canada, France, 

Germany, Japan, The Netherlands, and Mexico. However, 



    EJBMR, European Journal of Business and Management Research 

Vol. 5, No. 5, October 2020 

 

DOI: http://dx.doi.org/10.24018/ejbmr.2020.5.5.579  Vol 5 | Issue 5 | October 2020 3 
 

IASC was restricted until it was changed to International 

Accounting Standards Board (IASB) in 2001 to meet the 

demands of globalization and growing informational needs in 

the market and thus drive transparency, uniformity, and 

comparability of disclosures. The IASB rolls out accounting 

standards of global application and appeal in the various 

capital markets to enhance the decision making of users [47]. 

However, the quality of IFRS is still a concern to many and 

thus a subject of research to scholars. Also, cultures have had 

a major effect on the adoption of IFRS while these sets of 

standards could not show differences in national business 

practices arising from differences in institutions and cultures 

[48].  

Nigeria has fully subscribed to all IFRS standards and 

through the FRCN Act of 2011 has mandated all corporate 

entities to apply these standards in the preparation of their 

financial statements. FRCN replaced National Accounting 

Standard Board (NASB) and currently, SAS has been 

replaced by IFRS, so there are no national accounting 

standards in Nigeria. 

C. Theoretical Review 

This study was underpinned on the agency theory and 

signaling theory. The theory of agency was relevant to this 

study and this was necessitated by the fact that the company 

representatives act as agents to shareholders by contract. 

Thus, it becomes imperative for corporate firms to consider, 

manage and protect the interests of shareholders in the 

business both on a short- and long-term basis. The shared 

value would only be created as shareholders’ interests are 

entrenched in the company’s strategy and performance. It has 

been established that disclosure is an important signaling 

instrument wielded by board and management. Disclosure is 

for the purpose of attracting shareholders and to show how 

truly and fairly the company has fared and as an indication 

for the sustainability of the shareholders’ interests and wealth. 

1. Agency Theory 

Agency theory was popularized by Jensen and Meckling 

[49]. They defined agency relationship as “a contract under 

which one or more persons (the principal(s)) engage another 

person (the agent) to perform some service on their behalf 

which involves delegating some decision making authority to 

the agent”. Agency theory considers the relationship between 

principal and agent with the focus on resolving the two 

problems of conflict of interests and risk-sharing [50]. There 

are two variants of agency theory that have developed over 

the years: positive and principal-agent agency theories. 

Positive agency theory considers the relationship between 

shareholders and managers only in public companies [50]; 

however, principal-agent agency theory examines and 

attempts to resolve agency problems beyond the shareholder-

manager’s relations. The latter implies that every company is 

perceived as ‘a web of contracts’ and relationships [51] 

involving several interest groups [52] with management 

mostly at the center as the agent.  

The earlier proponents of agency theory were Ross [53] 

and Mitnick [54], who considered the economic agency 

theory and institutional agency theory respectively. 

Generally, because agents may often act to maximize their 

own interests at the expense of the principal’s, the later 

expends costs on structuring, monitoring and bonding a set of 

contracts among agents, and also provides incentives to act in 

principal’s interests [49], [53], [55]. Agency costs also 

include the costs due to the fact that it is not appropriate to 

monitor all contracts perfectly; this is referred to as residual 

loss [49]. Both principals and agents incur cost of resolving 

agency problems (which could be monitoring and bonding 

costs; pecuniary or non-pecuniary) to drive interest alignment 

and transparency as well as information symmetry [49], [56]. 

It should be noted that there are institutions put in place to 

deal with expected and unexpected social behavior in agency 

contracts [54]. 

However, there are some criticisms against the agency 

theory. Perrow [57] considered that positive agency theory 

focused on agents as a problem of agency relationship, 

leaving out principals who could be opportunistic and self-

centered as well. Donaldson [58], Wiseman and Gomez-

Mejia [59], Sanders and Carpenter [60], and Pepper and 

Gore[61] are other critics of agency theory and many have 

suggested other theories or models to modify or totally 

replace agency theory. Davis, Schoorman, and Donaldson 

[62] suggested and popularized stewardship theory with an 

emphasis on the agents who act in the best interests of the 

principal and trust is important in such a relationship. 

Wiseman and Gomez-Mejia [59] put together behavioral 

agency theory and identify ability, motivation and perfect 

opportunity as necessary elements for the performance of 

agents in any agency theory. 

Underscoring the relevance of agency to this study, 

disclosures in financial statements and other governance 

mechanisms are costs incurred by agents. In this instance, the 

management and board as agent identify the interests of 

shareholders and are expected to protect them using IFRS as 

portrayed in various corporate disclosures. 

2. Signalling Theory 

Signalling theory was originally developed by Spence [63]. 

From its initial application to the employment market, 

signaling theory is fundamentally concerned with reducing 

information asymmetry between two parties [64]. However, 

it has been widely adopted in corporate reporting to explain 

disclosure [65]. As a result of the information asymmetry 

problem, companies signal certain information to investors to 

show that they are better than other companies in the market 

for the purpose of attracting investments and enhancing a 

favorable reputation [66]. The theory examines 

management’s intention and disclosure of relevant and 

quality information to reduce information asymmetry and 

conflict of interests among different parties.  

Signaling theory is about communication with four 

elements required for a successful impact of information: 

signaler, signals, receiver, and feedback [67]. In this regard, 

managers and directors are the signaler with information as 

signals, while receivers are basically outsiders who interact 

with signalers through the feedback. Signaling theory is based 

on assumptions that any endeavor is an investment in 

uncertainty; that signaling comes at a cost (financial or 

otherwise); and that there is a feedback loop [63]. Some 

proponents of this theory focused on the source of financing 

a project (in line with pecking order theory) as a signal from 

the management to the investment community [68], [69]. 

Others also provided evidences on dividends and share 

buybacks as containing important information contents [70]- 
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[72]. 

The fact that signaling theory has its root in asymmetric 

information, has a lot to say about the quality and frequency 

of information and disclosure. This could also be a criticism 

of the theory and inaction could have the same effect or 

higher effect than disclosure. Watts [73] and Gonedes [74] 

were among the critics of the signaling theory, who found no 

evidence of dividend as signals with important information 

contents. Stiglitz [75] posits that action and inaction to 

disclose information alter behaviors of receivers at the other 

end; thus information imperfection has serious implications. 

Significantly, disclosure is one of the signaling means and 

IFRS disclosures are expected to be positive signals that the 

reporting firms are better than others and could attract 

investors locally and globally. 

D. Empirical Review: IFRS Disclosure Requirements and 

Protection of Shareholders’ Interests 

Many IFRS studies focused on corporate performance 

covering the general market as well as specific industries in 

Nigeria. Also, periods of studies vary – some looked at both 

pre-IFRS and post-IFRS adoption; others considered the 

post-IFRS period on performance. Edogbanya and Kamardin 

[20] carried out a study on company reporting transparency 

and firm performance in Nigeria. The study showed that 

transparency of relevant information could lead to firm 

performance as shown by the significant relationship 

(positive with Tobin’s Q and negative with ROA) of 

transparency of board and transparency in financial have 

positive relationship with Tobin’s Q. Okoye, Okoye, and 

Ezejiofor [9] adopted descriptive design to study the impact 

of the IFRS adoption on stock market movement in Nigerian 

corporate organizations. The study concludes that the 

adoption of IFRS in Nigeria would enhance credible financial 

statements.  

Ironkwe and Oglekwu [22] focused on manufacturing 

firms (a sample of ten) to ascertain how the adoption of IFRS 

in Nigeria impacts their performance. The study shows that 

there is no significant impact of Pre/Post Adoption of IFRS 

on EPS and ROE. Aseoluwa and Jelil [18] also studied IFRS 

adoption and performance specifically in quoted consumer 

firms in Nigeria (10 firms sampled) for a period of 5 years 

(2010-2014). The findings show that there is no significant 

relationship between the adoption of IFRS and performance 

(firm value and ROA) of manufacturing firms listed on the 

NSE. 

Ayodele and Afolabi [3] investigated the relationship 

between corporate financial disclosure and Nigerian banks’ 

performance and stability with focus on shareholders. The 

study concludes that corporate financial disclosure has a 

significant influence on the banks’ stability and performance 

in the Nigerian financial sector. Akinleye [17] and Yahaya, 

Fagbemi, and Oyeniyi [23] were other studies on banks with 

respect to their adoption of IFRS and its effects on 

performance with both studies concluding significant 

influence on bank’s performance. 

Ibanichuka and Asukwo [21] sampled ten listed petroleum 

marketing companies, covering pre-IFRS and post-IFRS 

adoption periods. The study concluded that there is no 

significant relationship between IFRS adoption and the 

corporate performance of petroleum marketing entities in 

Nigeria. Other studies on IFRS adoption and performance in 

Nigeria oil and gas companies were carried out by Adelusi 

and Ibigbami [16] and Donwa, Mgbame and Idemudia [19] 

with both studies also concluding that there was no significant 

difference between the two regimes. 

In other studies, researchers’ interests were on the effect of 

IFRS adoption on the quality of disclosures. These studies 

also vary in terms of instruments and coverage of the general 

market and specific industries. Sanyaolu, Lawal, and Job-

Olatunji [76] sampled fifty experts for their perception of 

IFRS adoption and the quality of financial statements. While 

the study shows that there is a significant relationship 

between IFRS adoption and the timeliness as well as are 

reliability of financial statements, however the study also 

revealed that there is no significant relationship between 

IFRS adoption and the relevance of financial statement. Ilu 

and Yunusa [77] investigated the perceived confidence of 

stakeholders on financial statements after the adoption of 

IFRS using survey design. The results of the study showed 

that IFRS implementation will promote the confidence of 

stakeholders in financial statement reporting and reduce 

information irregularity and strengthen the communication 

link between all stakeholders.  

Zaiyol, Andrew, and Udende [78] also understudied IFRS 

adoption and the quality of disclosures, with twenty listed 

companies randomly selected for two periods: 2011 NGAAP 

and 2015 IFRS. The study, therefore, concludes that IFRS 

have impacted on accountability and quality of information 

from the financial statement of Nigerian organization. 

Nwoye, Chidoziem, Obiorah, and Ekesiobi [79] empirically 

assessed the impact of the quality of IFRS compliance on the 

acceptability of financial reporting of Nigerian banks. The 

outcome of the analysis showed that the level of compliance 

of Nigerian banks to IFRS disclosure guidelines has indeed 

improved the acceptability of her financial reporting practices 

globally. It was also discovered that significant contributions 

were made by the independent variables in explaining the 

compliance quality level of IFRS disclosure practices upheld 

by the Nigerian banks. Adebisi, Otuagoma, and Abah [80] 

also focused on banks for the period of 2012- 2015 and their 

study concludes that there is an increase in the IFRS 

disclosure compliance and this has a positive relationship 

with the quality of financial reporting. 

E. Gaps in the Literature 

Most studies covered up to 2015 [78], [80]-[83]. From the 

empirical studies above, the period of most of the studies 

needs to be updated to reflect the currency of disclosures and 

their impacts on shareholders.  

Abata [84], Adetoso [85], and Sanyaolu, Lawal, and Job-

Olatunji [76] used the survey instrument (questionnaire) to 

study the adoption and implementation of IFRS in Nigeria. 

Mostly survey research design is targeted to harvest the 

perceptions of stakeholders often subject to different 

emotions and may not necessarily capture the impact of IFRS 

disclosures on stakeholders like ex-post facto research design 

would do. This research followed the majority of studies 

using ex-post facto design and panel regression analysis was 

applied to the data collected. 

While studies on specific industries are well appreciated, 

most of the conclusions may not be a good inference for the 



    EJBMR, European Journal of Business and Management Research 

Vol. 5, No. 5, October 2020 

 

DOI: http://dx.doi.org/10.24018/ejbmr.2020.5.5.579  Vol 5 | Issue 5 | October 2020 5 
 

whole market; thus there are needs for studies to cover all 

sectors and a good number of firms for good generalization 

and application to the listed companies on the NSE.  

These gaps form the major basis for this research in order 

to the effect of IFRS disclosures on the protection of 

shareholders’ interests in Nigeria. 

F. Justification for the Study 

Disclosure weakness has been adjudged as a pivotal cause 

of financial crises and corporate failures as witnessed 

globally [13], [86] and specifically in Nigeria [3] Owolabi, 

[87]. With shareholders having financial interests in the 

business firm, it becomes imperative for disclosure to 

adequately reflect and meet the informational needs of these 

shareholders for effective decision making, proper protection 

and in the long term ultimate sustainability of the company 

[88], [89]. 

Bushman, Piotroski, and Smith [90] noted that mandatory 

disclosures improve the intensity, informativeness, 

timeliness, and credibility of bank disclosure. Banking crises 

are less likely in countries with greater regulated disclosure 

and transparency [91]. Information asymmetry and 

externality are two major problems that firms and their 

shareholders face with little or no self or internal help except 

through regulated disclosure [91], [92]. In this regard, 

research has shown that the mandatory IFRS disclosures in 

Nigeria has played a vital role in improving performance. 

However, it is observed from the literature review that there 

is no comprehensive research on the adequacy of statutory 

disclosures to protect the interests of shareholders and this is 

a gap the study wants to fill, coupled with the need to update 

the study on compliance with statutory disclosure 

requirements as disclosures change as economies change. 

The general assumption is that corporate disclosures do 

protect shareholders’ interests. This assumption, however, 

requires empirical testing in Nigeria which is the purpose of 

this study. The current statutory IFRS disclosures in Nigeria 

would be empirically tested to evaluate their effects on the 

protection of shareholders under study. 

 

III. METHODOLOGY 

The ex-post facto research design was used in the study of 

the relationship between and effect of the dependent and the 

independent variables of the subject of study. The population 

of interest for this research composed of all the listed equities 

on the Nigerian Stock Exchange (NSE) as of 31 December 

2018. There were 168 firms listed on the equity section of the 

exchange and they were divided into four boards - 147 firms 

on the main board, 7 firms on the premium board, 9 firms on 

the Alternative Securities and Exchange Market (ASEM) and 

5 firms on the Real Estate Investment Trust and Closed-

Ended Fund (REITCEF) of the NSE. The equities market 

consists of 11 sectors namely: Agriculture, Conglomerates, 

Construction/Real Estate, Consumer Goods, Financial 

Services, Healthcare, Information and Communication 

Technology (ICT), Industrial Goods, Natural Resources, Oil 

and Gas, and Services. Stratified random sampling technique 

was adopted in the selection of the sample from the 

population of the firms listed on the equities market of the 

NSE. The study covered five years for the period of 2014 – 

2018. Yamene’s [93] formula was adopted to determine the 

sample of the quoted firms for this study. The samples for this 

study were 55 firms for each period. This represented about 

33% of the population of the quoted Nigerian firms on the 

equities market at the NSE.  

A. Data Collection and Analysis 

This study made use of secondary data. The annual reports 

were gotten from the NSE website, Bloomberg and individual 

company’s websites. The annual reports had been subjected 

to statutory external audit as required by the Companies and 

Allied Matters Act 2004 (as amended), thus certified as true 

and fair representation of corporate performance, and could 

be relied on. Also, these reports had been submitted to and 

approved by the respective industry regulators and are meant 

to meet some standard requirements before release to and use 

by the general public.  

The researcher analyzed the corporate annual reports to 

identify the interests of shareholders and used a self-

constructed checklist for disclosures of International 

Financial Reporting Standards (IFRS). For the purpose of this 

study, the IFRS covered 23 standards (IFRS 2, 3, 5, 7, 8, 12, 

13, IAS 1, 2, 7, 10, 12, 16, 19, 21, 23, 24, 26, 33, 36, 37, 38, 

40) and a checklist consisting 80 items of disclosure 

requirements was constructed. The selected accounting 

standards were based on their relevance and application to 

both financial and non-financial companies. However, the 

excluded standards are for reasons of irrelevance to annual 

reports, being industry-specific, required in certain 

circumstances, replaced by another standard or outside the 

periods of the study. The protection of shareholder interests 

was represented by EPS (earnings per share). Each proxy was 

analyzed against the IFRS disclosures. The regression 

analysis method was adopted for this study and EView 

software was used to analyze the data and the variable 

statistics were interpreted based on the outcome of the result. 

The model below was adopted to establish the effects of 

IFRS disclosures on the protection of shareholders’ interests. 

Disclosure requirements under IFRS are expected to have a 

positive impact on the protection of shareholders’ interests.  

 

𝑃𝑆𝐼𝑇𝑖𝑡 = 𝛼 + 𝛽1𝐼𝐹𝑅𝑆𝑖𝑡 + 𝜀𝑖𝑡 

 

where PSIT = protection of stakeholders’ interests; 

IFRS = International Financial Reporting Standards; 

α = the constant of the variables; 

β1 = coefficient of the parameter estimates; 

ε = the error term of the linear model. 

 

IV. DATA ANALYSIS, RESULTS AND DISCUSSION OF 

FINDINGS 

A. Descriptive Statistics for Selected Listed Firms of the 

Nigerian Stock Exchange 

Table 1.1 shows the mean, maximum, minimum, and 

standard deviation values of the following variables: The 

dependent variable is Earnings Per Share (EPS). The 

explanatory variable is the International Financial Reporting 

Standards (IFRS). All the values were calculated from the 

275 firms-year observations for fifty-five listed firms in 

Nigeria. 



    EJBMR, European Journal of Business and Management Research 

Vol. 5, No. 5, October 2020 

 

DOI: http://dx.doi.org/10.24018/ejbmr.2020.5.5.579  Vol 5 | Issue 5 | October 2020 6 
 

TABLE 1: DESCRIPTIVE STATISTICS FOR IFRS DISCLOSURES ON THE 

PROTECTION OF SHAREHOLDERS’ INTERESTS VARIABLES 

Variable

s 

Mea

n 

Maximu

m 

Minimu

m 

Std. 

Dev. 

Observation

s 

EPS 2.98 54.26 -23.00 7.21 275 

IFRS 
61.0

6 
76.00 47.00 7.64 275 

Source: Author’s computation (2019), underlying data from annual reports 

of firms listed on NSE. 
 

Earnings per share (EPS): In Table 1, the mean value of 

earnings per share is 2.98. This shows that on average the 

selected listed firms give back to their shareholders and there 

is a value on their investments. The maximum value of 54.26 

and the minimum value of -23.00 further suggest that there is 

a disparity in their degrees of efficiency among the selected 

listed firms. Thus, some firms are creating high returns for 

their shareholders, while some are operating at a loss. 

International Financial Reporting Standards (IFRS): In 

Table 1, the mean value of the International Financial 

Reporting Standards (IFRS) is 61.06; this value is 

encouraging because out of a possible 80 qualitative values, 

it shows that the listed firms adhered to the IFRS practices. 

The maximum value is 76 and the minimum value is 47. This 

further suggests that the adherence to the IFRS practices 

differs and that none of the listed firms adhered fully to IFRS 

practices. 

B. Pearson Correlation 

Table 2 shows the Pearson pairwise correlation matrix. The 

results show that earnings per share have a negative relation 

with disclosures of International Financial Reporting 

Standards (IFRS). This implies that increases in the IFRS 

disclosures will lead to a fall in the protection of shareholders 

(as measured in this study using earnings per share) of the 

selected listed firms. 

 
TABLE 2: CORRELATION MATRIX FOR STATUTORY DISCLOSURES ON THE 

PROTECTION OF STAKEHOLDERS’ INTERESTS VARIABLES  

Variables EPS IFRS 

EPS 1.00  

IFRS -0.07 1.00 

Source: Author’s computation (2019), underlying data from annual reports 

of firms listed on NSE. 

C. Presentation of Regression Results 

TABLE 3: EFFECT OF IFRS DISCLOSURES ON PROTECTION OF 

SHAREHOLDERS INTERESTS  

Dependent Variable: EPS 

Coefficients – IFRS 2.527*** 

Standard Error 

T-test 

Prob value 

(0.183) 

13.796 

0.000 
Coefficients – Constant -3.155 

Standard Error 

T-test 
Prob value 

(-7.459) 

-0.423 
0.672 

Diagnostic test 

R2 

 

0.31 

Hausman Test 
Bresuch-Pagan RE Test 

Heteroscedasticity Test 

Serial Correlation Test 
Accepted Model 

0.01(0.92) 
22.22(0.00) 

34.11(0.00) 

139.89(0.00) 
RE 

Observations 275 

Source: Author’s computation (2019), underlying data from annual reports 
of firms listed on NSE. 

Notes: Table 3 reports panel data regression of the effect of disclosure 

requirements of IRFS on the protection of shareholders’ interests. The 

dependent variable is Earnings Per Share (EPS), while the explanatory 

variable is the International Financial Reporting Standards (IFRS). RE and 

DK denote Random Effect Model and Driscoll-Kraay Model respectively. 

The t statistics are in parentheses.  
* Significant at 10%, ** Significant at 5%, *** Significant at 1%. 

D. The Effect of Disclosure Requirements of IFRS on 

Earnings per Share 

The results show that the disclosure requirements of the 

International Financial Reporting Standards have a 

significant effect on earnings per share of listed firms in 

Nigeria (IFRS= 2.527, t-test= 13.796, p = 0.000). The 

magnitude of the estimated parameters for the coefficient is 

2.527; this implies that a unit increase in the disclosure 

requirements of the International Financial Reporting 

Standards will lead to 2.527 increases in earnings per share of 

the firms in Nigeria. The R2 = 0.31 which measures the 

proportion of the changes in earnings per share as a result of 

changes in the disclosure requirements of the International 

Financial Reporting Standards explains about 31 percent 

changes in earnings per share of listed firms in Nigeria, while 

the remaining 69 percent were other factors explaining 

changes in earnings per share in Nigeria but were not 

captured in the model. 

Therefore, the t-statistic of 13.796 is statistically 

significant with p < 0.05 indicating that the null hypothesis 

that there is no significant relationship of IFRS disclosure 

requirements on the protection of stakeholders’ interests 

(earnings per share) in Nigerian quoted firms was rejected. 

Thus, the alternative hypothesis that there is a significant 

relationship between IFRS disclosure requirements on the 

protection of stakeholders’ interests (earnings per share) in 

Nigerian quoted firms was accepted at a 5 percent level of 

significance. 

E. Discussion of Findings on IFRS Disclosures and 

Protection of Shareholders’ Interests 

he findings of this study indicate that the disclosure 

requirements of IFRS have a statistically significant impact 

on the protection of shareholders’ interests under study. This 

is in line with our apriori expectation that the disclosure 

requirements of IFRS would have a significant impact on the 

protection of shareholders’ interests in Nigerian quoted firms. 

This implies that the disclosure requirements of the IFRS are 

significant factors influencing the protection of shareholders’ 

interests of selected listed firms in Nigeria. The results of this 

study support the findings of some previous researchers in the 

area of study.  

The findings from this study are supported by the works of 

Akinleye [17] and Yahaya, Fagbemi, and Oyeniyi [23], where 

some banks were sampled in respect to their adoption of IFRS 

and its effects on performance with both studies concluding 

significant influence on bank’s performance and 

consequently promoting shareholders’ interests. Ayodele and 

Afolabi [3] also supported the results of this study; their 

research investigated the relationship between corporate 

financial disclosure and Nigerian banks’ performance and 

stability and concluded that corporate financial disclosure has 

a significant influence on the banks’ stability and 

performance in the Nigerian financial sector. Adebisi, 

Otuagoma, and Abah [80], Adetoso [85], Ilu and Yunusa 

[77], and Nwoye, Chidoziem, Obiorah, and Ekesiobi [79] are 

other studies in line with the findings of this study; they 
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concluded that there is an increase in the IFRS disclosure 

compliance and this has a positive relationship with the 

quality of financial reporting.  

However, this study’s empirical results negate the findings 

of Adelusi and Ibigbami [16] and Donwa, Mgbame and 

Idemudia [19] and Ibanichuka and Asukwo [21] on IFRS 

adoption and performance in Nigeria oil and gas companies 

and their studies concluded that there is no significant 

relationship between IFRS adoption and corporate 

performance in Nigeria in both pre- and post-IFRS adoption 

regimes. The same conclusion of no significant relationship 

was also reached by Aseoluwa and Jelil [18] and Ironkwe and 

Oglekwu [22] in their studies to ascertain how the adoption 

of IFRS impacts the performance of manufacturing firms in 

Nigeria. 

F. Implications of Findings 

FRCN has the enormous responsibility to implement and 

ensure compliance with accounting standards and code of 

corporate governance by all corporates in Nigeria. The study 

shows that disclosures of IFRS have negative or inverse 

association with the protection of interests of shareholders. 

This implies that shareholders may have to look for protection 

beyond the statutory disclosures. This shows that there are 

still gaps in IFRS disclosures, and thus creating loopholes for 

some corrupt corporate managers to exploit. This is a big 

challenge for FRCN to take up and to avoid a total breakdown 

of these regulations and consequently the market and 

economy failure in general.  

The results of this study, that disclosure regulation 

requirements of IFRS have significant effect on the protection 

of stakeholders’ interest, will provide more evidence and 

impetus for FRCN to pursue their roles regarding accounting 

standards and thus ensure that the relationship between IFRS 

disclosures and protection of shareholders across turns 

positive.  

The findings of this study show that disclosure 

requirements of IFRS have significant effects on the 

protection of shareholders’ interests. Previous studies have 

also shown that disclosures improve performance. This, in 

turn, implies that the sustainability of corporate performance 

is dependent on disclosures and consequently on the 

shareholders as they read between the lines that their interests 

are protected. Firms should ensure that strategies and 

oversight mechanisms are put in place to ensure sustainable 

business practices for subsequent disclosures and protection 

of shareholders’ interests. Also, the management should put 

in place policies and operations for business sustainability 

and prioritize disclosures. 

The findings of this research emphasize that the interests 

of shareholders should be considered and protected by 

corporate firms through the instrument of IFRS disclosures. 

The study’s results would empower shareholders to push for 

compliance with all disclosure regulations and to have legal 

impetus in this regard. Through the empirical results of this 

study, shareholders would only invest or keep their 

investments if business firms protect their interests beyond 

the IFRS disclosures. 

The research supports the signaling theory. This study 

empirically established that requirements of IFRS disclosure 

have a significant effect on the protection of shareholders’ 

interests. Thus, as disclosure requirements are complied with, 

they signal that the interests of shareholders are and would be 

protected. Also, the negative significant relationship of 

disclosures of IFRS with the protection of shareholder 

interests would be a signal to shareholders. The results of this 

study would have implications on the quality and timeliness 

of disclosures to close the gap of information asymmetry 

between the management and stakeholders. Likewise, the 

study will add to the existing knowledge of stakeholders and 

disclosure. 

 

V. CONCLUSION AND RECOMMENDATIONS 

A. Conclusion 

The purpose of this study was to evaluate the effect of IFRS 

disclosures on the protection of shareholders’ interests in the 

55 sampled Nigerian quoted firms for a five-year period 

covering 2014–2018. A checklist of some International 

Financial Reporting Standards (IFRS) was constructed and 

analyzed against Earnings Per Share (EPS) as proxy for 

protection of shareholders’ interests through descriptive 

statistics, correlations, regressions, and other econometric 

models; the findings were presented and interpreted 

accordingly.  

Through the descriptive statistics of this study, the 

researcher concludes that none of the listed firms adhered 

fully to IFRS practices, which could be attributable to many 

reasons. The findings of this study indicate that the disclosure 

requirements of International Financial Reporting Standards 

have a statistically significant impact on the protection of the 

shareholders’ interests under study. However, the inverse 

relationship between the protection of shareholder interests 

and IFRS disclosures is worrisome and this needs urgent 

attention, as loss of investment could threaten the 

sustainability of business firms. 

B. Recommendations 

The study recommends that the Financial Reporting 

Council of Nigeria (FRCN), the national body in charge of 

adoption and enforcement of IFRS disclosures in Nigeria, 

should change their stance on IFRS from adoption to 

adaptation to local GAAPs to drive and achieve full 

compliance. In other words, there is a need to localize the 

accounting standards and to factor in the reality of the 

Nigerian environments into the formulation and 

implementation of these standards. The protection of 

shareholder investment to a large extent determines the 

existence of the business firm and other stakeholders would 

only have a conversation on their interests when the business 

and investment are sustained. 

The inverse relationship between IFRS disclosures and the 

protection of shareholders shows that IFRS disclosures may 

not be enough to protect their interest. It is therefore 

recommended that shareholders should look beyond 

mandatory IFRS disclosures for their investments within the 

legal means. This could be done by championing policies and 

principles to capture their interests in the available disclosure 

regulations. Voluntary disclosures could also be advocated to 

capture information beyond the statutory disclosures. 
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C. Contribution to Knowledge 

This study has shown that IFRS disclosures have 

significant effects on the protection of stakeholders’ interests. 

The economic and financial experts have continuously 

reverted to mandatory regulations and thus the importance of 

mandatory IFRS disclosures cannot be overemphasized; thus, 

developing economies like Nigeria have to get it right first 

with statutory disclosures. This study thus will help to 

sensitize FRCN to enforce compliance. 

This study was underpinned on signaling theory and has 

shown that IFRS disclosures are signals from the organization 

on the interests of shareholders. While significance is well 

noted, the relationship between the variables under study 

signal the direction where the shareholder groups would go 

to get their desired protection. It also further established that 

management are agents to shareholders. 

The currency of this research work to reflect disclosures 

and their effects on shareholders is an improvement to 

previous works in this regard. Most studies covered up to 

2015 [78], [80]-[83], except for the work of [94], who 

extended to year 2016.  

Most importantly, this study contributed to the body of 

knowledge on disclosure and sustainability of business firms 

in Nigeria particularly from the view of shareholders and the 

protection of their interests. This study has contributed 

theoretically and empirically to the discourse and has 

proffered some set of recommendations to protect the 

shareholders’ interests in the firms listed on the Nigerian 

Stock Exchange. 
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