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Abstract 

This study investigated the effect of audit attributes on firms’ value in Nigeria. A sample of 37 

financial firms, comprising of both banking and non-banking firms listed on the floor of the 

Nigerian stock exchange was used for this study and the Dynamic Panel Generalized Method 

of Moment (GMM) was applied in analyzing the said data. The study found that ACSIZE has 

positive significant impact on both TobinQ and EVA as firms’ performance measures. ACEXP 

and ACACT has significant impact on both the TobinQ and EVA as performance measures at 

the 5% conventional level. However, because the Pearson correlation results showed that 

ACEXP and ACACT have no significant relationship with the two measures of performance 

(TobinQ and EVA) their result is of no policy relevance to this study. Furthermore, ACIND has 

positive significant effect on TobinQ and negative significance effect on EVA. Finally, ACGDV 

impacts significantly on the both measures of performance, having positive relationship with 

TobinQ and negative relationship with EVA. Based on the findings of this study, financial firms 

in Nigeria that seek to improve on their performance either through Tobin’s Q or EVA as a 

measurement of performance should consider increasing the audit committee size, audit 

committee meeting, involve Experts in the audit committee, allow the independence of audit 

committee board and give greater consideration to gender diversity in their audit committee 

composition. On comparative basis, TobinQ is a robust measure of performance and better 

than the EVA as shown by this study. 
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1.0 Introduction 

 Companies need to boost their firm value continuously in order to remain relevant as a going 

concern. To accomplish this all-important objective, there should be strict adherence to 

corporate governance guidelines and codes. Audit committee is a body established by and 

amongst the board of directors of a company saddled with the role of overseeing the accounting 

and financial reporting process of the company as well as audit of the company and audits of 

the financial statement of the financial sector. Audit committee as an important corporate 

governance mechanism was established to boast the value of companies through the provision 

of fair, reliable and credible financial reports for companies. Historically, the country with the 

longest history of Audit committee is the USA, because it can be traced to the 1900s and it has 

the majority of prior researches more than other countries (Al-Hamad 2018).  

 

mailto:kcdimlight@yahoo.com
mailto:jk.onuora@coou.edu.ng


 

48 | P a g e                      J A B S S  V o l u m e  5  N u m b e r  2   
 

JOURNAL OF ACCOUNTING, BUSINESS AND SOCIAL SCIENCES, VOLUME 5  
NUMBER 2, DECEMBER 2021; ISSN 2672-4235 (JABSS) 

The primary reason for the establishment of the Audit Committee is to perform the oversight 

function of ensuring that the financial statements are prepared in accordance with company’s 

policies and corporate governance guidelines as well as ensure that the agent (managers) give 

a true picture of the state of affairs of the company to the principal (shareholders). This is in 

accordance with Ekumankama and Uche (2009) who stated that audit committee inspects the 

financial report to ensure that there are no aberrations in it as well as to determine whether the 

company's accounting and reporting standards comply with legal requirements and agreed-

upon ethical principles, and to examine the scope and preparation of the audit obligation.  

Similarly, Salawu, Okpanachi, Yahaya and Dikki (2017) opined that audit committee 

establishment was necessary in order to ensure that generally accepted auditing standards are 

adhered to. Other legislations in support of audit committee is that of Sarbanes Oxley Act 

(SOX, 2002) which was put in place to protect investors through the improvement of accuracy 

and reliability of financial statements made in pursuant to the securities laws and for other 

purposes (Enofe, Aronmwan&Abadua, 2013). 

A situation whereby investors are beginning to lose trust and confidence in the corporate sector, 

due to the various corporate downturns and crises with its resultant effect of the loss of 

investments and economic damage at large, calls for a review of the management and control 

of these corporate entities. These financial crises include that of Crossing, Tyco and World 

Com (Al-Matari, Al-Swidi, Fadzil & Al-Matari 2012). Nigeria has had its own share of the 

corporate failures particularly in the financial sector such as the defunct Progress bank, 

Savannah bank, Eagles bank plc, Century Merchant Bank Ltd and so on.  

The incidence of the failures of various financial institutions over the years which regulators 

of the financial sector such as Central bank of Nigeria and Securities and Exchange 

Commission have tried to curb through various policy reforms is still a major problem. Among 

the several steps taken by Central bank of Nigeria (CBN) and Securities and Exchange 

Commission (SEC) to ensure stability and restore investors’ confidence includes change of 

bank management; injection of fund into ailing banks;  provision of guarantee to cover 

exposure to correspondence and other international institutions; Non-performing loans (NPLs) 

will be taken up by asset management firm out of the banking system; use of bridge bank model 

to prevent winding up of ailing banks; recapitalization; and removal of universal banking model 

and ensuring stricter regulation and guidelines Oyewole & Adegoke (2018). Despite all these 

efforts, the problem of failure in this sector still persists. Given the pivotal role that the financial 

institutions play in the economy of any nation, it is important to go in-depth into the internal 

monitoring and control of the financial sector in order to restore investors’ confidence. To 

achieve this, an X-ray would need be carried out on how the attributes of Audit committee of 

size, expertise, activities, independence and gender diversity will be used to improve the firm 

value of firms in the financial sector of Nigeria.   

Thus, this study will empirically examine the effect of the various attributes of audit committee 

on the value of firms in the financial sector of Nigeria applying the Dynamic Panel Modeling 

approach proposed by Arellano and Bond (1991) using the two common dependent variables 

(Tobin’s Q and Economic Value Added (EVA) on a comparative basis. 
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2.0 Review of Related Literature 

2.1 Conceptual framework 

2.1.1  Audit committees 

CAMA 2004 section 359 (4) states that Audit committee is a working committee of the board 

of directors responsible for the oversight function of financial reporting and disclosure. This 

makes an Audit committee an indispensable component of corporate governance whose duties 

are geared towards the attainment of the organisation’s goal by ensuring credibility and 

reliability of the whole processes of internal control and financial reporting.  

In developing countries like Nigeria, the establishment of audit committee is of ought most 

importance given the narrative that the incidence of fraudulent financial misstatement is 

becoming very rampant and the resultant lack of confidence on the financial reports by 

shareholders. Another is the influencing factor of developed nations which developing 

economies are trying to emulate in the positive direction. The development of an audit 

committee in Nigeria may be traced back to a review of the Nigerian Companies Act in 1988, 

which was carried out in accordance with the Nigerian Law Reform Act of 1979, which 

requires the Nigerian Law Reform Commission to examine Nigerian legislation on a regular 

basis. (Ekumankama & Uche, 2009). Thus Audit committee was a product of Companies and 

Allied Matters Act (CAMA) 1990 which charges the auditor to provide audit report to an audit 

committee which shall be established by the public company (Okolie, 2014). Atu,  (2014) 

further stated that the above provision was further strengthened in 2003 by the Code of best 

practices of corporate Governance in Nigeria, issued by Securities and Exchange Commission 

(SEC), which was applicable to all public companies in Nigeria but was replaced by code of 

corporate governance issued by SEC in 2011 and became effective on 1st April, 2011; through 

the code of corporate governance for banks in Nigeria Post-consolidation, the Central Bank of 

Nigeria made it essential for all banks operating in Nigeria to form an audit committee.  

Similarly, other corporate governing bodies like National Insurance Commission (NAICOM 

issued code of corporate Governance for insurance companies in Nigeria for the establishment 

of Audit committee, also the issuance of code of corporate governance for Licensed Pension 

operators by National Pension Commission (PENCOM) for the establishment of Audit 

committee for operators in the pension sector (Atu, 2014).    

The roles of Audit committee cannot be overemphasized; Oroud (2019) opined that the audit 

committee is an effective corporate governance instrument since it oversees the financial 

report's quality, credibility, objectivity, and integrity, as well as the company's corporate 

governance principles. The original duty of the audit committee was to ensure that the 

independence and effectiveness of external auditors because it is referred to as a committee of 

directors whose specific task is to review the annual statements (Atu, 2014).  

In the Nigerian context, Companies and Allied Matters (CAMA 2004) as amended section 

359(6) states the following “ Subject to such other additional functions and powers that the 

company’s article of association may stipulate, the objectives and functions of the audit 

committee shall be to: ascertain whether the accounting and reporting policies of the company 

are in accordance                                                                                                                                                                                                                                                                                         

legal requirements and agreed ethical practices, examine the scope and planning of audit 

requirements in light of legal requirements and agreed-upon ethical principles, review the 
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findings on management matters with the external auditor and departmental responses, keep 

the efficacy of the company's accounting and internal control system under review, make 

recommendations to the Board of Directors about the appointment, removal, and compensation 

of the company's external auditors and review the result of the Independent Auditor 

examination of the Financial Statements, review all transactions by the directors in the shares 

of the company and all transactions with related parties, review directors’ remuneration and 

pension arrangement, authorize the internal auditor to carry out investigations into any 

activities of the company which may be of interest or concern to the committee”, review, 

releases, other information of news media, the general public, and stockholders about a 

company's financial position and approve or disapprove such dissemination; approve or 

disapprove any change in the company's independent directors. 

2.1.2 Audit committee size 

The audit committee must have at least three directors, according to the Blue Ribbon 

Committee (1999). 

An audit committee made up completely of independent directors is essential for companies 

listed on the New York Stock Exchange and the NASDAQ (Sarbanes-Oxley Act, 2002). A 

minimum of three members should make up an audit committee, according to the UK corporate 

governance rules for large firms but two if it is a small firm. In Nigeria, the Company and 

Allied Matters Act of 1999 as amended in 2004 states that the Audit committee of public 

limited liability companies should comprise of a maximum number of six (6) members which 

should reflect equal number of directors and shareholders. Ilaboya and Iyafekhe (2014) posit 

that because the Audit Committee is larger, it increases the availability of resources and leads 

to improvement of the quality of oversight. If the audit committee comprises of equal number 

of directors and shareholders, this allows them to effectively check the powers of the executive 

directors with regard to accounting and financial reporting tasks, as well as increase the 

independence of the auditors by allowing them to report to a body that is independent of the 

executive directors. (Enofe et al. 2013). The number of Audit committee members should be 

sizeable enough so as able to perform and coordinate the enormous tasks given to them 

effectively. 

2.1.3 Audit committee Expertise 

Financial and accounting expertise is very relevant since the financial statement entail lots of 

technicalities which can mostly be understood by persons with this expertise for optimal 

performance of their duties. Given the nature of financial statement and the financial intricacies 

involved, it is very pertinent that members are well grounded in financial expertise. Since 

CAMA (2004) did not strictly state the qualification of an audit committee member, it has led 

to the low reliance of Audit Committee report based on the premise that members may have 

vague knowledge about the company’s financial statement and policy; a high level of financial 

literacy is required for an audit committee member to function effectively in overseeing the 

company’s financial control and reporting (Atu, Atu, Atu & Abunsonmwan, 2013). Ogbuagu 

and Chibuike (2009) stated that in recognition of such shortcomings that Securities and 

Exchange Commission, Corporate Affairs Commission, and Central Bank of Nigeria are some 

of the regulatory agencies and codes of best practices in Nigeria have advised their members 

on several basic qualifications which are very necessary for Audit committee members to have 

to enable understand basic financial statements; but these are not enforceable by law.  
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Huang and Thiruvadi (2004) stated that in the US, SEC’s Final Rule requires that the public 

companies must disclose if there is at least one of the audit committee members that is a 

financial expert; and if there is no financial expert in the audit committee, then the public 

company must give justifiable explanations for the absence of a financial expert. Similarly, the 

Egyptian code of corporate governance also stated that the audit committee shall have at least 

one member with financial and accounting expertise (Amer et al. 2014). In concurrence with 

the above, the Securities and Exchange Commission in Nigeria in 2003 supported the inclusion 

of at least one member in the committee who an expert in accounting or finance (Ojeka, Fakile, 

Iyoha, Adegboye & Olokoyo, 2019). The presence of members with financial expertise is very 

crucial to the success of the audit committee as the carry out their responsibilities.  

Asiriuwa, Aronmwan, Uwuigbe and Uwuigbe (2018) enunciated that the term "financial 

expert" can refer to any of the following (1) certified public accountants, auditors, financial 

officers, or controllers (2) anyone who has worked in a supervisory function involving the 

creation of financial statements, therefore expertise might be technical or supervisory. 

Financial concerns must be familiar to committee members, and they must be able to read and 

interpret basic financial statements. In the United States, the Securities and Exchange 

Commission (SEC) mandated that an audit committee must include at least one financial expert 

who is a CPA (Rani, 2011).  

2.1.4 Audit committee activities 

Al-Matari, Al-Swidi, Fadzil and Al-Matari (2012) is of the opinion that when an audit 

committee meets with internal auditors more frequently, it is better informed about auditing 

and accounting issues, and when a significant auditing or accounting issue arises, the audit 

committee can use the appropriate level of internal audit function to address the problem right 

away. Mbobo and Umoren (2016) stated that the audit committee's capacity to detect any 

financial irregularities and rectify problems in the financial reporting process will be heavily 

influenced by how frequently the committee meets to discuss issues that affect the company. 

The more frequent audit committee meets, the more efficiently they can discharge their 

oversight responsibilities thus as audit committee meetings increases, monitoring of the bank 

increases and the bank managers are less likely to inflate income by underreporting loan losses 

and/or over reporting securities gains (Zubair 2016). According to the Malaysian Code on 

Corporate Governance (2000), at least three or four meetings should be scheduled to coincide 

with the audit cycle and the timing of published annual reports, in addition to extra meetings 

as needed during the accounting year (Al-Manum, Yasser, Rahman, Wickramasinghe & 

Nathan 2014). Also Nehme, Assaker and Khalife (2015) stated that the average number of 

times that Audit committees meet in the UK is four times and that the responsibility for 

selecting the frequency of meetings is delegated to the audit committee by UK guidance to the 

chairman of the audit committee and it further recommends that Audit committee meet at least 

three times a year. Amer et al (2014) opined that the Egyptian code of corporate governance 

also stipulates that the audit committee shall meet frequently at least once in a quarter and there 

should be a specified agenda for such meetings. Similarly, in Jordan Zraiq and Fadzil (2018) 

stated that Audit committees were expected to meet not less than four times annually and are 

responsible for discussing the duties of both internal and external auditors as well as interim 

financial statements, as well as adherence to all applicable rules and regulations. 

Mbobo and Umoren (2016) opined that the more members who attend audit committee 

meetings, the more active and participatory the committee will be, resulting in greater financial 
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reporting quality. Similarly, Huang and Thiruvadi (2004) suggest that to mitigate risks, audit 

committee members must convey accounting issues to managers, internal and external auditors 

on a timely basis, which can be accomplished through meetings. The frequency of audit 

committee meetings can be thought of as a way to reduce earnings management, and the more 

frequently an audit committee meets, the easier it is for an audit committee to monitor the 

management company's operations (Susanto, 2016). Akhor and Oseghale (2017) opined 

frequent audit committee meeting will help the audit committee to be aware and knowledgeable 

about accounting and auditing concerns, with the ability to allocate internal and external audit 

resources to such challenges. Aronmwan et al (2018) consider the possibility that a group or 

committee that meets on a regular basis will outperform one that does not, because it will have 

more time to deliberate and make choices. 

2.1.5  Audit committee independence 

The number of independent audit committee members to the overall number of audit committee 

members determines the audit committee independence variable, and audit committee 

independence refers to the majority of non-executive directors in the total number of audit 

committee members (Rani 2011). In Nigeria, the Company and Allied Matters Act of 1999 as 

amended in 2004 states that the Audit committee of public limited liability companies should 

comprise of equal number of shareholders and directors. The audit committee's independent 

directors are expected to improve the corporate governance environment and effectively aid in 

the monitoring of the company's financial reporting process, according to the general 

expectation (Mbobo & Umoren 2016). As cited by Glover-Akpey and Azembila (2016) audit 

committees with a majority of non-executive directors are considered more independent than 

audit committees with higher executive directors. A large number of independent Audit 

Committee members can improve Financial Reporting Quality (FRQ), which can help to 

reduce the financial report's Impression Management procedures (Al-Sayani, Nor & Amran 

2020). According to Akhor et al. (2017), the audit committee's efficacy in a corporation is 

determined by the committee members' level of audit committee independence. In concurrence, 

Marx as cited by (Salawu, Okpanachi, Yahaya and Dikki, 2017), An audit committee, is a sub-

committee of the board of directors made up of a majority of independent non-executive 

directors whose responsibilities include oversight and assisting directors in meeting their 

financial reporting, risk management, control, and audit related responsibilities. 

According to Huang and Thiruvadi (2004), audit committee independence has an impact on 

both earnings management and investor views. 

The audit committee should ideally have the majority of its members be independent directors. 

For the monitoring of management behavior to be effective, the presence of independent 

directors is highly needed due to the fact that they do not have any personal or economic 

relationship with the managers thus there is high probability of independence and objectivity 

in carrying out their duties (Madi, Ishak & Manaf, 2014). Non-executive directors are viewed 

as being in a better position to fulfill their monitoring job than executive directors because they 

are autonomous and only focused on maintaining their reputation in the external labor market 

(Al-manum, et al 2014). The audit committee's ability to effectively oversee the firm's financial 

performance is likely to increase as the amount of independent outside directors on the 

committee grows (Amer et al.2014). If the main goal of establishing this corporate governance 

process is to be met, the audit committee's independence is critical. 
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2.1.6 Audit committee gender diversity 

The Company and Allied Matters Act of 1999, as revised in 2004, governs business in Nigeria 

did not give strict directive on the gender sensitivity of the Audit committee of public limited 

liability companies. According to Akhor et al (2017), gender diversity refers to the inclusion 

of both men and women on the board, which results in a more diverse board. Because it brings 

new insights and views, the presence of gender diversity on audit committees is seen as a 

benefit to the organization's value and performance. Watson and Robinson (2003) suggest that 

female have a characteristic of being more prudent in financial matters and they naturally tend 

to avoid risk. The above assertions suggest that the feminine gender is endowed naturally a 

peculiar psychological capability which enables her to coordinate her corporate responsibilities 

with utmost care and vigor. 

Gull, Nekhili, Nagati, and Chtioui (2018) disclosed that audit committee with female directors 

tend to decrease the level of corporate earnings management, and that becomes more effective 

when balanced with financial expertise of the women in audit committee membership. Salleh, 

Hashim and Mohamad (2012) noted that a several corporate finance and management literature 

are of the opinion that gender diversity has an impact on financial performance to some extent, 

and that gender diversification may lead to a larger pool of knowledge, which helps to gain a 

competitive edge over companies with a non-diversified board of directors. According to Salleh 

et al. (2012), women are more conservative, risk averse, morally superior, and trustworthy than 

males. 

2.1.7  Firm value  

Onyeahala and Offor (2020) described Firm value as Enterprise value or total enterprise value 

(TEV), which is an economic metric that indicates a company's market worth. It can also be 

referred to as the business independent criteria to analyse its overall outcomes, in accordance 

to its own aims, and it can also be used to compare similar enterprises across the same industry 

or to compare industries or sectors in aggregate. (Zubair 2016). In discovering the financial 

health of a company, the firm’s value is of utmost importance (Harsh et al, 2018).                                                                                                                                                                                               

The value of a firm can be influenced or determined by some factors which include the 

effectiveness of the audit committee among others. Mirza and Javed (2013) stated that several 

external and internal elements influence the firm's performance, however, internal elements are 

peculiar to the firm but the external elements could be the same for all or majority of the 

businesses. The Audit committee is seen presently as major component of corporate 

governance in the process of implementing governance reforms and restoring public trust in 

financial reporting (Afify, 2009). Almaqoushi and Powell (2017) stated that the greater the 

quality and competences of members, the higher the performance of the firm. It is thus vital to 

state that the value of an organization is a major determinant of its survival in this turbulent 

business environment and audit committee can help boost it through their activities. We 

conceptualized two proxies of firm value as follows: 

2.1.7 Tobin’s Q 

The study will apply two models in order to determine the effect of audit committee attributes 

on firm value. According to Ali and Amir (2018) Tobin’s Q is a measurement that is used to 

represent firms’ Valuation; Total assets – MVE + BE / total assets is the formula. 
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Previous studies that applied Tobin’s Q as a measure of firm value include Almaqoushi & 

Powell (2017), Agyemang-Mintah & Schadewitz (2017), Mohammed (2018), Al- Matari, Al- 

Swidi, Fadzil & Al-Matari (2012), Zubair (2016). Similarly, Agyemang-Mintah & Schadewitz 

(2017) Tobin's Q is a proxy for firm value and represents financial appraisal of corporate 

governance arrangements by investors (outsiders). The ratio of total assets minus book value 

of equity plus market value of equity to total assets is used to calculate it. 

2.1.8 Economic Value Added (EVA) 

Economic Value Added (EVA) refers to a measure of the true economic profit actually realised 

by a company. It is determined by comparing a company's net operating profit after taxes 

(NOPAT) to the total cost of all its capital sources, including debt. If NOPAT is higher than 

the cost of capital, the EVA is positive, and vice versa. The term capital refers to all of the 

assets invested in the company after deducting current liabilities (which do not earn interest) 

and equity (Al-Mamun, Yasser, Rahman, Wickramasinghe & Nathan, 2014). According to 

Stewart (1991), EVA is the cost of capital subtracted from NOPAT, with EVA = NOPAT – 

(WACC x Invested Capital), where WACC stands for weighted average cost of capital. 

Capital charges are computed by multiplying the company's invested capital by the cost of debt 

and cost of equity WACC. 

2.2  Theoretical Framework 

2.2.1 Information Asymmetry theory 

This study would be guided by the Information Asymmetry theory. The Information 

Asymmetry theory is an off shoot of agency theory which was proposed by George Akerlof in 

1970. This theory posits that managers of a company may not give the accurate information as 

regards to the financial status of the company so that they will not be viewed as not performing 

effectively. Nugroho and Rahadan (2013) added that managers might not always act in the 

interest of the owner by overcasting the value of the business so as to attract investors or may 

not provide material information thereby leading to information asymmetric. Ratna, Sutrisno 

and Bambang (2020) opined that the Principal-Agent relationship gave rise to information 

asymmetry and a conflict of interest between the two. The asymmetry of information is 

exacerbated by the delay in disclosing the auditor's opinion on the true and fair view of financial 

information, which raises the risk of making an investment choice (Ilaboya & Iyafekhe 2014). 

Ogbuagu and Chibuike (2009) stated that when directors operate as both stockholders and 

managers of a publicly traded corporation, a conflict occurs. It could be argued, for example, 

that increasing levels of stock ownership encourage directors to exaggerate stated performance 

and thus cause external auditors, who are supposed to be impartial specialists, are in direct 

conflict. Companies with higher inherent instability (more information asymmetry between the 

firm and outcasts) have an incentive to hire a more solid, top-notch auditing firm to improve 

their characteristic quality (Mohammed 2018). According to Karajeh and Ibrahim (2017), the 

quality of financial information in annual reports gives investors and other users an indication 

of trustworthiness in their investment decision-making, so management may manipulate 

earnings accounting within the standard and regulatory laws' limitations without the knowledge 

of the owners. However, Mirza and Javed (2013), added that agency conflict and information 

asymmetry can be reduced through high inside ownership. Hassan (2016), asserted that having 

an audit committee as a monitoring tool will help to promote information flow between 
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management and shareholders and reduce information asymmetry. The audit committee helps 

to avoid any information asymmetry by serving as a bridge linking the board of directors and 

the external auditor (Azman & Kamaluddin, 2012) 

2.3 Empirical Review  

Al-Manum et al. (2014) investigated the association between audit committee features, external 

auditors, and economic Value added (EVA) of public listed corporations in Malaysia. EVA 

was used as a performance measuring method in this study, using a sample of 75 companies 

spanning the fiscal years 2008-2010. Variables such audit committee meeting frequency, audit 

committee size, audit committee expertise, and audit committee independence were used in the 

study. In Malaysia, audit committee independence has a positive relationship with business 

performance, whereas audit quality has a negative relationship with firm performance, 

according to the study. Finally, all of the audit committee qualities studied have a beneficial 

impact on company performance. 

Glover-Akpey and Azembila (2016) empirical research “The effect of Audit Committees on 

the Performance of Firms Listed on the Ghana Stock Exchange” the impact of the audit 

committee on the performance of publicly traded companies on the Ghana Stock Exchange is 

discussed in this article. 

For the purpose of completing the research, data was collected from both primary and 

secondary sources for a sample size of 36 trading equities on the Ghana Stock Exchange for 

the financial year 2015. Corporate governance data was gotten from the yearly report of the 

firms while other data were gotten from questionnaire self-administered to Chief Executive 

Officers and Audit committee chairpersons. The impact of Audit Committee features on the 

performance of the enterprises was determined using logistic regression. The number of 

members on the Audit Committee, the number of independent members on the Audit 

Committee, the number of years the firm has been in operation, the number of Audit Committee 

meetings in a year, the Chairman of the Audit Committee, the number of Audit Committee 

members with external directorships, the number of Audit Committee members with a finance 

or accountant degree, and the number of Audit Committee independent members were among 

the variables examined. Chairman 

Number of years working as a manager or on boards/committees, as well as the book value of 

total assets utilised during that time Univariate Analysis was used in result analysis and it was 

found The results of the study demonstrated a link between the audit committee's qualities and 

the firm's performance. Meanwhile, the audit committee's number of independent members had 

no bearing on the firms' performance. The number of independent audit committee members 

with finance or accounting degrees, on the other hand, had a negative impact on the firm's 

performance. 

Amer et al (2014) empirical examination on “Audit Committee Characteristics and Firm 

Performance: Evidence from Egyptian Listed Companies”, The association between audit 

committee features and firm performance as measured by the ROA, ROE, and Tobin's Q was 

explored. Audit committee size (ACSIZE), Audit committee independence (ACIND), Audit 

committee financial expertise (ACFINEP), and Audit committee meeting are some of the other 

factors considered (ACMEET). The study employed GLS random effect regression over the 

test period of 9 years to test the association between the existence of board characteristics and 
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firm performance. The 50 most active Egyptian companies registered on the Egyptian stock 

exchange form the basis of the sample. They discovered that audit committee size has no 

bearing on financial performance, that audit committee financial expertise has a positive 

significant relationship with firm performance as measured by ROE, ROA, and Tobin's Q, and 

that audit committee meetings have a positive and significant relationship with firm 

performance. 

Okaro, Okafor and Egbunike (2015) studied “The Audit Committee Effectiveness in Nigeria: 

The Perception of Professional Accountants”, investigated the attributes that make for effective 

audit committees in Nigeria. For the study, a survey research design was used, and 120 

Professional Accountants working as Auditors, Accountants, and Accounting Academics in 

the South Eastern area of Nigeria were randomly selected, with 89 responses accounting for 

74% of the total respondents. 

The results were gathered using a Likert scale questionnaire. The study's data was examined 

and ordered first by highly agree responses, then by the mean of the responses. ANOVA was 

used to test the hypothesis. Financial literacy of members, the presence of non-executive 

directors on the Committee, members' willingness to participate in regular training, members' 

ability to ask pertinent questions, and the availability of machinery for periodic evaluation of 

their performance are all seen as major factors influencing audit committee effectiveness in 

Nigeria. 

Mbobo and Umoren. (2016) evaluated the influence of audit committee attributes on the quality 

of financial reporting: Evidence from Nigerian banks” examined the impact of audit committee 

features from 2006 to 2013 on the quality of financial reporting (QFR) in Nigerian banks. 

Sample of 10 banks from chosen from a total population of 22 banks in Nigeria. The 

independent variable which is audit committee attributes was represented by audit committee 

independence, audit committee expertise, audit committee meeting, audit committee meeting 

attendance, audit committee size, existence of audit committee charter while quality of 

financial reporting is the dependent variable. To examine their findings, they used descriptive 

statistics, correlation analysis, and a multiple regression model. It was concluded that more 

than audit committee expertise and audit committee meetings, independence, meeting 

attendance, size, and the existence of an audit committee charter have a major impact on 

financial reporting quality. 

Aronmwan, Uwuigbe and Uwuigbe (2018) "A benchmark investigation of audit committee 

attributes and audit quality" The study focused on the specific requirements of the 2011 SEC 

regulation for evaluating audit committee attributes and audit quality. In order to analyze the 

numerous hypotheses, the study used a deductive approach with an ex post facto research 

design and a Binary probit regression model. 

The study's data came from annual reports of quoted businesses on the Nigerian Stock 

Exchange's floor for 150 firm-year observations. The study discovered that the size of the audit 

committee, the frequency of meetings, the number of experts on the committee, and overall 

effectiveness all have a favorable link with audit quality. In their relationship, however, only 

size and total effectiveness were relevant. Because the considerable positive nature of audit 

committee effectiveness shows that four criteria together account for effectiveness, the study 

recommends that organizations create audit committees with all of these attributes. 

Furthermore, establishing a 6-member audit committee is a good idea that has been empirically 



 

57 | P a g e                      J A B S S  V o l u m e  5  N u m b e r  2   
 

JOURNAL OF ACCOUNTING, BUSINESS AND SOCIAL SCIENCES, VOLUME 5  
NUMBER 2, DECEMBER 2021; ISSN 2672-4235 (JABSS) 

demonstrated to improve audit quality. As a result, firms that have yet to sign up should do so 

as soon as possible, while those that do not should face consequences. 

The study of Oncioiu, Petrescu, Bîlcan, Petrescu, Fülöp and Topor (2020) on "The Influence 

of Corporate Governance Systems on a Company's Market Value" aimed at determining the 

impact of a company's corporate governance system on market value. Members' qualifications, 

authority, the resources needed to create the activity, and attention during the development of 

the activity are the variables used. Fifty-three (53) firms were chosen for the study from the 

total of 60. The estimation approach is the ordinary kind (Ordinary Least-Squares—OLS), and 

the analysis method is multiple regression. The data was processed using SPSS version 16. The 

Audit Committee Index (ACI) was calculated using information from annual reports. Tobin's 

Q compares the market worth of an entity to the value that represents its replacement cost. The 

Audit Committee Index (ACI) is an index that measures the degree of independence, the 

presence of financial experts, the number of members, and the number of meetings held by the 

audit committee. They discovered that the Audit Committee Index determines an entity's 

market value increase. 

The rise of an entity's market value is determined by the average increase in turnover. Previous 

studies either used Tobin Q, return on equity (ROE), return on asset (ROA) as proxy for firm 

value or performance, while a few used economic value added (EVA). Similarly, studies in this 

area done in the financial sector only considered the banking financial firms. Many of these 

studies applied various methods of analysis such as survey, probability regression and linear 

panel regressions like pooled OLS, Fixed effect and Random effects.  Again, the time span for 

most of the study is approaching a decade. This study will be different and add to knowledge 

in many ways. Firstly, the dynamic nature of growth models has often resulted in a 

phenomenon where the independent variables are seriously correlated with the past values of 

the dependent variable. Thus, this study will apply Dynamic Panel Modeling approach by 

Arellano and Bond (1991) to analyze the two the models (Tobin’s Q and Economic Value 

Added (EVA) on comparative basis. Secondly, the study will utilize data from both the banking 

and non-banking financial institution to give a better picture of the essence of Audit committee 

attributes in that sector. 

3.0 Methodology 

3.1 Research Design 

Using available data from financial statements of mentioned financial organizations in Nigeria, 

this study aims to describe the effects of audit committee qualities on firm value. The study 

looked at all of Nigeria's publicly traded financial firms. Because of their particular financial 

reporting disclosure obligations and contribution to the Nigerian economy, financial firms were 

chosen. Such a vital area to the economy's mainstay requires additional attention. The start of 

2010 is chosen because this period is generally considered as the heat of the economic 

downturns as well as to capture pre and post years of the adoption of IFRS implemented by the 

financial sector in Nigeria. The data collated were obtained from annual reports and accounts 

of the sampled financial firms quoted on the Nigerian stock exchange over a ten (10) years 

period spanning from 2010-2019. The sample size comprises of thirty-seven (37) firms of the 

banking and non – banking financial institutions out of the fifty-four (54) firms quoted under 

financial sector. The sample size of 37 firms is made up 13 banks and 24 insurance firms. The 

study employed a variant of non-probability sampling- the purposive sampling technique. This 
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approaches allows us to select firms from both sides (Bank and Insurance) of the group that 

makes up the financial sector.  In addition, the sample excludes newly quoted companies that 

did not exist as at beginning of 2010 i.e. newly quoted financial firms companies with missing 

data points were left out as this will result in missing data for the period being examined. 

Existing firms that merge or take over arrangement were excluded.   

3.2: Data and variables description 

The study use audit committee size, audit committee expertise, audit committee activities, audit 

committee independence and auditor committee gender diversity as independent variables 

while firm value will be used as the dependent variable.  

Table 3.2.1: Operationalization of Variables 

Dependent Variable 

Firm Value (FVAL)  

 

Estimated using Tobins Q and Economic Value Added 

(EVA) Prior studies were inspiration were drawn from 

include Almaqoushi& Powell (2017), Agyemang-Mintah & 

Schadewitz (2017), Zubair (2016) 

Independent Variables: 

Audit Committee Size 

(ACSZE) 

Total number of audit committee members(inspiration 

drawn from prior studies like Orjinta and Ikueze; (2018) 

Audit committee 

expertise(ACEXP) 

Percentage of audit committee member with finance or 

accounting experience or membership in any professional 

accounting bodies. (inspiration drawn from prior studies 

like; Orjinta and Ikueze; (2018) 

Audit Committee Activities 

(ACACT) 

Audit committee activities expressed in the number of 

meeting held during the financial year. Inspiration drawn 

from prior studies like; Orjinta and Ikueze; (2018). 

Audit Committee Independent 

(ACIND) 

Percentage of independent audit committee member to the 

total number of audit committee members. (inspiration 

drawn from prior studies like; Orjinta and Ikueze; (2018) 

Audit Committee Gender 

Diversity(ACGDV) 

Proportion/percentage of total number of women in the 

audit committee. (inspiration drawn from prior studies like; 

Qi and Tian, (2012),. 

 Source: Researchers’ Conception (2020) 

3.3 Model specification: 

This study will adopt the Dynamic Panel Modeling approach proposed by Arellano and Bond 

(1991). Unlike the Static panel used to analyze static models that involves fixed and random 

effects estimations, the Dynamic panel is applicable when endogeneity of variables and model 

is to be treated. The endogenous model is highly dependent on both the previous and current 

process. Hence, the Dynamic panel by using the instrumental variables allows the model to 

assume endogenous structure. In the views of Melita (2007) and Woldridge (2013) cited in 

Labra and Torrecillas (2018), endogeneity is the existence of relationship between the 

regressor(s) and the error term. But economics sees it as cause and effect relationship between 

the regressor(s) and the explained variable over time. Thus, the Dynamic panel model allows 
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for the inclusion of lagged endogenous or predetermined variables into the function, as a 

regressor and instrument to control for endogeneity problem in the model. The use of the 

Dynamic panel model with the application of Generalized Methods of Moments (GMM) 

estimation technique is best suitable for panel data with small T and large N structure. The 

Dynamic panel model for this study is stated below: 

Y𝑖𝑡 =  𝛼Y𝑖,𝑡−1 +  𝛽𝑖1𝑋1,𝑖𝑡 + 𝛽𝑖2𝑋2,𝑖𝑡 +  𝛽𝑖3𝑋3,𝑖𝑡 +  𝛽𝑖4𝑋4,𝑖𝑡 +  𝛽𝑖5𝑋5,𝑖𝑡 +  𝜀𝑖 + 𝜇𝑖𝑡 − − − −
− (1) 

Where, 

Y (Dependent variable), stands for Firm Value measured using Tobin Q and Economic Value 

Added (EVA); 

𝑋1, stands for Audit Committee Expertise (ACEX); 

 𝑋2, stands for Audit Committee Gender Diversity (ACGDV); 

𝑋3, stands for Audit Committee Independence (ACIND); 

𝑋4, stands for Audit Committee Meeting (ACMET); 

𝑋5, stands for Audit Committee Size (ACSIZE); 

Subscripts i denote  number of firms, t denotes years  or time-series dimensions  ranging from 

2010-2019 , ε is the individual effect and 𝜇 is the error term capturing variables not included 

in the model and 𝛼, 𝛽1, 𝛽2, 𝛽3, 𝛽4, 𝛽5 is the individual coefficient of the explanatory variables. 

By taking the first difference to eliminate individual effects, we now have: 

∆𝑦𝑖𝑡 = ∆𝑦𝑖𝑡−1 + ∆𝑋1,𝑖𝑡𝛽1 + ∆𝑋2,𝑖𝑡𝛽2 + ∆𝑋3,𝑖𝑡𝛽3 + ∆𝑋4,𝑖𝑡𝛽4 + ∆𝑋5,𝑖𝑡𝛽5 + ∆𝜇𝑖𝑡----------------

(2) 

We can re-write the equation (2) as: 

∆𝑦𝑖𝑡 = ∆𝑅𝜋 + ∆𝑢-----------------------------------------------------------------------------------------

(3) 

For i=,1…,N and t=1,…,T 

For efficient GMM Estimation, we apply the formula 

𝜋𝐸𝐺𝑀𝑀 = [∆𝑅′𝑍(𝑍′𝛺𝑍)−1∆𝑅′𝑍(𝑍𝛺𝑍)−1𝑍′∆𝑦---------------------------------------------------------

(4) 

In equation (4) 𝑍 is the instrumental matrix for ∆𝑅. The matrix 𝛺 is derived from the variance 

of the error term, 𝜇𝑖𝑡.  
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We can now apply the Two- Step-Arellano-Bond estimator, proven to be consistent and 

asymptotically efficient in the presence of Heteroscedasticity. 

3.4 Model Justification  

According to Ogbonna et al., (2021) the use of Dynamic Panel model is highly appreciable 

where some unobserved factors influence both the dependent and the independent variables in 

such a manner that the independent variables are seriously correlated with the past values of 

the dependent variable. Over time, growth equations have been observed to suffer from this 

problem.  

Aside the Dynamic nature of growth that requires an estimator that will correct for the 

unobserved heterogeneity across firms, other reason necessitating the use of the Dynamic Panel 

Estimator include the fact that it solves the problem of mis-specification that arise due to non-

inclusion of lagged values of the dependent variable (Bond, 2002), which is common in static 

panels (Ogbonna et al., 2021; Baum, 2006). The Dynamic Panel estimator also helps to deal 

with the issue of endogeneity that arise from the association between the independent variables 

and the error term (Ogbonna et al., 2021; Roodman, 2009). The method is considered more 

efficient both in the presence and absence of heteroscedasticity, than the instrumental variable 

estimator (Ogbonna, et al., 2021; Blundell & Bond, 1998). Finally, the Dynamic panel 

estimator can still produce a consistent standard error in the face of persisting series and 

heteroscedasticity (Ogbonna, et al., 2021, Bond, et al., 2001 and Blundell & Bond, 1998). 

There are two main issues associated with the estimation of the Dynamic Panel Model using 

the GMM. They are the proliferation of instruments which result in over-identification and 

serial correlation. However, the nature of the data for the study is such that we do not expect 

any of this problems, i.e. small T period and Large N cross section. But for the avoidance of 

doubt we will apply the Sargan (1958) test to check if Over-identification problem exist in our 

model, and the Arellano-Bond Test of serial correlation.  

The Sargan Test: 

In the Sargan test of over-identification, the null hypothesis (Ho) is: all the restrictions of over-

identification are valid. The J-statistic in the model output is the Sargan statistic to test the Ho. 

Decision Rule: 

Accept Ho if P-value is greater or equal to 5%, otherwise reject. This mean that if the J-prob. 

Value is greater or equal to 5%, we conclude that there are no over-identification problem. But 

if the J-prob. is less than 5%, we reject the Ho and accept the alternative hypothesis (H1) that 

there are over-identification problem. 

Arellano-Bond Correlation Test 

Although this problem is common when dealing with a panel data with large T and Small N or 

where both are equal.  

The null hypothesis (Ho), is that there are no serial correlation. 
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Decision Rule: 

Accept Ho if P-value is greater or equal to 5%, otherwise reject and accept the H1. 

The acceptance of H1 then means that serial correlation is present in the model. 

4.0 Analysis and Presentation Results     

4.1: Descriptive Statistics 

Table 4.1: descriptive statistics for TobinQ and the regressors. 
                 TOBINQ EVA ACEXP ACGDV ACIND ACACT ACSIZE 

                 Mean  0.754588 -1.378394  2.816216  13.90970  48.61433  3.986486  5.832432 

 Median  0.756650 -0.588850  3.000000  16.66670  50.00000  4.000000  6.000000 

 Maximum  2.820500  0.125500  6.000000  50.00000  100.0000  8.000000  9.000000 

 Minimum  0.015500 -29.07820  0.000000  0.000000  0.000000  1.000000  4.000000 

 Std. Dev.  0.310705  2.828983  0.731599  14.34566  12.60828  0.986264  0.701548 

 Skewness  2.297116 -6.323734  0.216152  0.804911  1.134222  0.196740 -1.170756 

 Kurtosis  14.87565  56.44850  8.882899  2.946353  11.39457  4.555959  6.879667 

        

 Jarque-Bera  2499.629  46507.47  536.4288  39.99710  1165.725  39.71078  316.5735 

 Probability  0.000000  0.000000  0.000000  0.000000  0.000000  0.000000  0.000000 

        

 Sum  279.1977 -510.0057  1042.000  5146.590  17987.30  1475.000  2158.000 

 Sum Sq. Dev.  35.62238  2953.161  197.5027  75939.50  58659.44  358.9324  181.6108 

        

 Observations  370  370  370  370  370  370  370 

Source: Author’s computation 

The results of the descriptive statistics from the original data untutored in table 4.1 above, 

shows that on the average financial firms in Nigeria general have good performance when 

measured with the TobinQ but, in terms of Economic Value Added (EVA) this financial firms 

have poor performance as shown by their average value of 0.754 and -1.378, respectively. The 

negative result for EVA seems to suggest that many of these financial firms are losing value 

with few others adding values. This further validated by the positive maximum value of 0.125 

and negative minimum value of -29.078. The Audit Committee Expertise (ACEXP) has an 

average of 3 persons, approximately with a maximum of 6 persons and minimum of 0. Audit 

Committee Gender Diversity (ACGDV) is approximately 14% on the average with a maximum 

value of 50% and minimum value of 0; Audit Committee Independence (ACIND) has an 

average of 48.6% with a maximum value of 100% and minimum of value of 0. On the average, 

Audit Committee Activity (ACACT) is approximately 4, with a maximum of 8 and minimum 

of 1; while Audit Committee Size (ACSIZE) is approximately 6 on the average, with a 

maximum of 9 and minimum of 4 members. Generally, all the variables are positively skewed 

except for EVA and ACSIZE, which are negatively skewed. Finally, the descriptive statistic 

result shows that at the conventional 5% significant level, that the data for this study are all 

normal, as indicated by the JB probability. 
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Table 4.2: Result of the Pearson Correlation Test 
0 

 

       
        Correlation       

Probability TOBINQ  EVA  ACEXP  ACGDV  ACIND  ACACT  ACSIZE  

TOBINQ  1.000000       

 -----        

        

EVA  -0.337324 1.000000      

 0.0000 -----       

        

ACEXP 0.040232 -0.058170 1.000000     

 (0.4404) (0.2644) -----      

        

ACGDV  0.170854 -0.154834 -0.022577 1.000000    

 (0.0010) (0.0028) (0.6651) -----     

        

ACIND  0.172592 -0.198732 0.831645 0.052565 1.000000   

 (0.0009) (0.0001) (0.0000) (0.3133) -----    

        

ACACT  -0.043314 0.073249 0.135515 0.002376 0.121986 1.000000  

 (0.4061) (0.1597) (0.0091) (0.9637) (0.0189) -----   

        

ACSIZE  -0.106248 0.132105 0.430885 -0.058466 -0.064254 0.043719 1.000000 

 (0.0411) (0.0110) (0.0000) (0.2620) (0.2176) (0.4017) -----  

        
        Note: that the values in parenthesis are the probability values.  

Source: Author’s computation 

Table 4.2 shows the result of the pearson correlation matrix, used to investigate if any 

relationship exists between the variables of this study. From the result, it can be observed that 

EVA has negative significant relationship with TobinQ. ACEXP has positive insignificant 

relationship with TobinQ and a negative insignificant relationship with EVA. ACGDV has a 

positive significant relationship with TobinQ, a negative significant relationship with EVA. 

ACIND has positive significant relationship with TobinQ, a negative significant relationship 

with EVA. ACACT has a negative insignificant relationship with TobinQ, a positive 

insignificant relationship with EVA. Finally, ACSIZE has negative significant correlation with 

TobinQ and positive significant correlation with EVA. 
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Table 4.3: Result of the Dynamic Panel GMM Regression for TobinQ and EVA 
Variable PANEL 1(TOBINQ ) PANEL 2(EVA) 

         

 
Coefficient   Std 

Error 

   T-

stat. 

   Prob. Coefficient   Std    

Error 

   T-

stat. 

    Prob. 

EVA(-1) 0.36 0.02 17.50 0.00*** -0.08 0.01 -10.59 0.00*** 

ACEXP -0.18 0.03 -6.15 0.00*** 3.97 0.23 16.94 0.00*** 

ACGDV 0.00 0.00 2.64 0.01*** -0.05 0.00 -25.70 0.00*** 

ACIND 0.01 0.00 7.15 0.00*** -0.21 0.01 -17.86 0.00*** 

ACACT -0.04 0.01 -3.60 0.00*** 0.36 0.02 14.22 0.00*** 

ACSIZE 0.03 0.01 2.61 0.01*** 1.01 0.04 22.30 0.00*** 

Statistics   

S.E. of 

regression 0.189431 3.111894 

Sargan/stat 31.80(0.4266) 27.92(0.6254) 

Instrument 

rank 37 37 

Sum 

squared 

resid 10.40638 2808.326 

AR(1) -0.637(0.524) NA 

AR(2) NA NA 

Note: ***, **, * imply significance at 1%, 5%, 10% level, respectively. 

Source: Author’s computation. 

The results of the Arellano-Bond Serial Correlation test for two models, shows that there are 

no serial correlation either the first-order or second-order as indicated by the Arellano-Bond 

(AR 1&2) test result in table 4.3. The Sargan-statistic from the regression results further shows 

that there are no identification problems in the model result estimates. Recall that when dealing 

with small T, and large N, that the GMM approach to estimating Dynamic Panel Model 

produces the most efficient result. At this point, we proceed to testing of the various hypothesis 

of this study. 

As shown by the regression result of this study, Audit Committee Size (ACSIZE) has positive 

significant impact on financial firm’s performance in Nigeria, when using TobinQ or EVA as 

the measure of performance. The result for Tobin’s Q shows that ACSIZE has a t-value of 2.61 

and p-value of 0.01 while that for EVA shows a t-value of 22.30 and p-value of 0.00. The 

implication of this result for financial firms in Nigeria is that the numbers of person that make 

the audit committee of a firm affect significantly their performance. The coefficients show that 

any one-unit increase in the size of audit committee members will improve performance by 3% 

in terms of TobinQ and 101% in terms of EVA. This therefore potent the need for financial 

firms in Nigeria to consider the size of their audit committee when making plans on how to 

improve performance. This significant result supports the findings of Susanto (2016) and 

Amer, Rayab and Shehata (2014), but refutes the findings of Zraiq and Fadzil (2018). 

The regression results in table 4.4, shows that with a t-value of -6.15 and p-value of 0.00 that 

Audit Committee Expertise (ACEXP) has negative significant impact on financial firms 

performance when TobinQ is used as a measure of performance, and a positive significant 

impact on financial firms’ performance when measured with EVA, as indicated by the t-value 

and p-value of 16.94 and 0.00, respectively. The implications of this result for TobinQ as a 
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measure of performance, is that when the audit committee is consist of members who are 

experts, the firms’ performance will be impacted negatively, maybe due to cost incurred in 

maintaining experts audit members. Whereas, when it is measured in terms of EVA, the firms’ 

performance will improve. The outcome for TobinQ is in agreement with findings of Amer, 

Rayab and Shehata (2014) carried on the Egyptian companies listed in Egyptian Stock 

Exchange. However, the outcome for EVA supports the findings of Al-Manun (2014) and 

Okaro, Okafor and Egbunike (2015), indicating that, ACEXP will best improve financial firms 

in Nigeria with EVA as the measure of value. This result potent the need for financial firms to 

consider the use of experts as members of their audit committee when there is the need to 

improve performance. The dynamic regression result further shows that Audit Committee 

Activity (ACACT) having a t-value of -3.60 and p-value of 0.00 impact negatively on financial 

firms’ performance in a significant manner when using TobinQ. Similarly, with a t-value of 

14.22 and p-value of 0.00, ACACT has positive significant impact on financial firms’ 

performance when using EVA as the measure of performance. The result for TobinQ is 

harmony with Hamdan, Sarea and Reyad (2013) and Amer, Rayab and Shehata (2014), while 

the result for EVA agreed with Zraiq; Fadzil (2018); and Ali and Amir (2018). This result 

seems to suggest that the number of meetings held by the audit committee can improve the 

firms’ performance in terms of EVA. The opposite is the case when using TobinQ as measure 

of performance. However, because the Pearson correlation results indicated absence of any 

significant relationship between ACERP; ACACT with TobinQ and EVA, this result have no 

policy relevance.  

ACIND followed the same significant trend as ACGDV and will best improve financial firms’ 

performance through TobinQ as a performance measure. The outcome TobinQ in this study 

validates the findings of Zraiq and Fadzil (2018), Ali and Amir (2018) and Mbobo and Umoren 

(2016) but disagreed with Asiriuwa, Aronmwan, Uwuigbe and Uwuigbe (2018) and Amer, 

Rayab and Shehata (2014). As shown by the t-value of 7.15 and p-value of 0.0, Audit 

Committee Independence (ACIND), impact on financial firms’ performance in a positive 

significant manner when TobinQ is used as a measure of firm performance. The result further 

shows that ACIND has a negative significant impact on financial firms’ performance when 

measured in EVA, this is validated by the t-value of -17.86 and p-value of 0.00. The result for 

EVA does not to conform with Economic a priori. This implies that ACIND could improve 

banking firm’s performance by 1% when using TobinQ and detoriate performance by -21% 

when using EVA, according to the coefficients. The implication of this result for financial firms 

who wish to improve on their performance in terms of TobinQ, is to consider granting their 

audit committee independence. In the same vein, table 4.4 shows that with a t-value of 2.64 

and p-value of 0.01, that Audit Committee Gender Diversity (ACGDV) has positive significant 

impact on financial firms performance when measured with TobinQ. Similarity, with a t-value 

of -25.70 and p-value of 0.00, ACGDV has negative significant impact on financial firms’ 

performance when measured with EVA. This result implies that ACGDV improves the 

performance of financial firms at the conventional 5% level of significance when measured 

with TobinQ and reduce the performance of financial firms when measured with EVA. Thus, 

financial firms should consider gender diversity when constituting their audit committee, when 

there is the need to improve upon their performance in terms of TobinQ. This may not be 

necessary when there is the need to improve performance in regard to EVA.  

The above dynamic panel GMM result seems to validate the outcome of the descriptive 

statistics with regard to EVA and TobinQ where the average performance and minimum value 

is negative for EVA but, TobinQ maintained a positive value in all. Thus, even the first lag of 
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EVA in the EVA model is negatively significant. This goes to suggest that TobinQ is a better 

measure of firm’s performance in the Nigerian financial sector. 

5.0 Conclusion and Recommendations 

The objective of this study is to investigate the effects of audit attributes on firms’ value in 

Nigeria. A panel data of 37 sampled financial firms, comprising of both banking and non-

banking firms, listed on the floor of the Nigerian stock exchange was used for this study and 

the Dynamic Panel Generalized Method of Moment (GMM) was applied in analyzing the said 

data with the use of Eviews 9.0. The study found that: ACSIZE has positive significant impact 

on both TobinQ and EVA as firms’ performance measures. ACEXP and ACACT has 

significant impact on both the TobinQ and EVA as performance measures at the 5% 

conventional level. However, because the Pearson correlation results showed that ACEXP and 

ACACT have no significant relationship with the two measures of performance (TobinQ and 

EVA) their result is of no policy relevance to this study.  Furthermore, ACIND has positive 

significant effect on TobinQ performance measure and negative significance effect on EVA as 

performance measure. Finally, ACGDV impacts significantly on the both measures of 

performance. While the nature of the significance is positive for TobinQ, it is negative for 

EVA. Based on the findings of this study, financial firms in Nigeria that seek to improve on 

their performance either through Tobin’s Q or EVA as a measure of performance should 

consider increasing the audit committee size, audit committee meeting, involve Experts in the 

audit committee, allow the independence of audit committee board and give greater 

consideration to gender diversity in their audit committee composition. On comparative basis, 

TobinQ is a robust measure of performance and better than the EVA as shown by this study. 
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