
UDOH, THE MACROTHEME REVIEW, WINTER 2013 
 

264 
 

January 2013 Volume 2 Issue 1  

The Macrotheme Review 
A multidisciplinary journal of global macro trends 

 

Accounting Communication and the Capital Market: The Nigerian 

Experience 

 
Salem Udoh 
REPUTE , Chartered Accountants, Consultants & Researchers, Gambia, salemudoh@ymail.com <salemudoh@ymail.com 

 

Abstract 

 

Applicability of the principles of language theory of communication to produce user-

friendly annual reports that are useful to capital market participants in Nigeria and 

bridge the existing expectation gaps thereon was investigated.  The study seeks further to 

contribute to remedying creative accounting infraction in the Nigerian capital market.  

Perception survey was conducted in Lagos metropolis on 132 randomly selected annual 

report users who participate in Nigerian capital market.  Perception was conceptualized 

in terms of the degree of users’ agreement or otherwise with the variables that would 

enhance informational content (valence) of annual reports.  Perceptions were examined 

at three levels on:  current disclosure practices of Nigerian public companies and 

satisfaction of users’ expectations; proposed qualitative attributes that would make 

annual reports meaningful to users; and, critical information items as disclosures 

extension in future annual reports.  Results of descriptive and inferential non-parametric 

statistical tests applied confirmed a strong relationship among satisfaction of users’ 

expectations, proposed disclosure items and value of information (valence) in annual 

reports. 
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1.      Introduction 

 

The need to furnish capital market participants with quality financial information has 

assumed a critical dimension following the corporate failures of early 2000s.  In reaction, policy 

makers as usual have introduced stricter regulations to stem the tide; but the success lies more in 

effective enforcement (Gentzoglanis, 2012).  Three schools of accounting thoughts have emerged 

over time from the process to make accounting information mare meaningful and relevant to 

decision needs of users including capital market participants.  The first school which can better 

be described as pragmatists were concerned with identifying gaps in the annual reports (Adeyemi 

and Ogundele,2003;Holder,1978; Stanga,1976; Belkaoui, Kahl, and Peyrard,1974; Fertakis,1969; 

Bell,1984; Bailey,1982; Lebar,1982; Narayanan, Pinches, Kelm and Lander,2000; Kinney,2001; 

and, Boot,2001. The second school who can be described as the normatists look at what the 

annual reports ought to be and opined that gaps identified by the pragmatics can be permanently 

addressed if accountants could study and apply the principles of communication theory in 
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generating accounting information.  In other words, accounting information should be prepared 

within the context of language theory of communication to always surprise users with new 

unexpected information about the financial conditions of the reporting entities.   According to 

normative school, accounting information as a message has a value (Sunday, 2008; Salvary 2007; 

Fertakis (1969).  The third approach view users’ expectations as queries and that preparer of 

financial information should always examine the nature of the query and provide tailor-made 

responses to any reasonable query.  This approach is highly favored by management information 

people.  It would open up the whole data to timely and complete use where and if needed.  Again, 

to be effective, in-built security should be incorporated to prevent any abuse.  

The empirical efforts of the various schools of accounting thought to date though quite 

commendable still fall short to suggest practical ways of reflecting their suggestions in the actual 

annual reports.  This study goes a step further to fill this gap by proposing those disclosures that 

would enhance the value of financial information (valence) and how the prescribed disclosures 

should be presented in published annual report.  To my knowledge since those prescribed 

disclosures are the first of its kind, this study therefore adds to the body of knowledge in this 

area.   An extension of earlier study by the author in 2008, this research follows the thinking of 

Salvary, 2007.  It combines both semantic and syntactic aspects of information theory.  It is 

syntactic because it actually proposes disclosures that make logical sense in filling some of the 

identified gaps especially in Nigeria annual report.  It is also semantic because it provides 

meaning through trend analysis.  Such disclosure will make annual reports more meaningful and 

user friendly.  It will serve as a communication signal when adopted because of an inherent 

intention to surpass information expectation needs of users.    This study is thus a contribution 

alongside the popular approach of providing adequate responses for the economic decision needs 

of annual report users in Nigeria. 

The remaining part of this study is structured as follows: section 2 looks at the theories 

that underpin this study. Section 3 reviews existing body of literature.  Section 4 provides more 

details on sample, data analysis and results. Section 5 examines accounting communication 

experience in Nigerian capital market while the last section concludes with policy 

recommendation.  

2.     Theoretical underpinnings of this study 

 

This study investigates how accounting communication process can be improved with the 

principles of language theory of communication.  Against this background, this study was 

approached from the perspective of three theories: Language theory, Communication theory, and 

Information theory. 

2.1 Language Theory 

The theory of language deals with an interpretation system.  It has four kinds of rules 

namely: Individual interpretation; Categorical and structural interpretation; Operational; and 

Meta-operational.  The most important of the rules are the operational interpretation because it is 

context-bound.  Thus according to Oliver (1974:312),“CPAs generally possess concept meanings 

similar to the members of the five professional user groups. The CPAs evidently are capable of 
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exchanging messages with other professionals. Thus reasonably good inter-professional 

accounting communication can be maintained. It is the interjection of the accounting academic 

which often muddies the waters”. 

Operations on individual and categorical rules are determined by the operational rules.  

The general conditions and features for applying the operational interpretation are provided for 

by the meta-operational rules (Vandamme, 1976:31-32).  Hurwitz (1962:232-239) also 

contributes thus: “The categorical and structural interpretation rules permit a clear distinction 

among different behavior patterns.   Since the behavior pattern for an organization is uniquely 

determinable from its history, the organization as an operating system is identifiable.   Hence, the 

categorical and structural rules help to minimize loss of information on behavior patterns.  

Without these rules, certain systems can be rendered non-identifiable”.   

Language also possesses form which results from a continual interplay of governing 

conditions or law-Chery, 1961:71.  Katz (1966:110-111) also identified three sub-theories under 

the theory of language: i) phonological theory; ii) semantic theory; and iii) syntactical theory.  

For accounting purposes, only the semantic and syntactic theories are relevant since accounting is 

primarily in written form.  Syntactical theory implies logical sense while semantic theory deals 

with the meaning of the words being communicated.  This position is illustrated by Bailey, 

1982:142-145 as follows: “When an audit report is published, the market receives information set 

containing not only an audit opinion but also financial statements and notes…Investors do not 

receive isolated bits and pieces of audit reports.”  

Language is either expressed as a symbolic language or emotive language (Ogden and 

Richards, 1936:257-263).  When language is used in a symbolic sense, it serves to identify or 

catalogue things, actions or relationships.  When used in emotive sense, it serves to achieve 

desired results, to generate certain effects upon the intended listeners or readers’ mind (Ogden 

and Richards, 1936:149-153). The distinction between symbolic language and emotive language 

helps in understanding the two branches of accounting-financial and managerial accounting 

respectively.  Financial accounting is symbolic while managerial accounting is emotive.  

Financial accounting possesses neutrality quality because in presenting facts it does not induce a 

particular reaction but permits action based upon the facts and not on the manner of presentation 

like managerial accounting.  Managerial accounting is emotive because of its characteristic of 

influencing and conditioning behavior for example via financial budgets and variance analysis.  

This attribute is often described as behavioral aspect of budgeting. 

2.2 Semantic theory 

This aspect of language theory explained the meaning component of language as distinct 

from the structure.  Meaning is also based on rules needed to interpret infinitely many statements-

Katz, 1966: 152.   Furthermore, Katz 1966:153 explains that semantic theory rules start from 

where syntactic theory stops, that is, at the level of words.   According to Salvary, 2007:5, the 

semantic component of financial accounting is embedded in the relationship of individual items 

(ratios, trends etc) as contained in financial statements.  The meanings of these relationships are 

assigned by the financial analysts.  Also the purpose of analysis of financial statements is the 

search for information.  
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2.3 Syntactic theory 

Syntax refers to the rules that abstractly represent an infinite number of possible 

constructions with a given set of signs.  According to Ullmann (1957:25-26), syntax appears to be 

a science of relations.  For Postal (1973:25),’The rules of syntax define the set of sentences of the 

language’.  Accounting sentences represent a united series or a chain link type series of symbols 

in the vocabulary of the accounting language such as Balance Sheet, assets, liabilities, equities, 

income statement, revenue and expenses among others.    

The view of Katz (1966:124) is as follows:”…four things must be specified by the 

syntactic description; i) the set of words (symbols) comprising the representation of the situation 

for example cash, inventories, accounts payable; ii) the order of the words since two distinct 

conditions such as short –term investments vs. long –term investment can contain the same set of 

words such as marketable securities and cash in bank; iii) the specific group of words such as 

cash restricted for plant expansion, deferred income, tax payable; and, iv) the syntactic categories 

to which each of  the words and constituents belongs for example assets (current assets, fixed 

assets),liabilities-current and long term liabilities respectively”. 

Financial accounting as a language thus imposes a structure on observed phenomenon and 

reduces the uncertainty about the environment.  It is through this structural approach that 

explanation (description) and prediction (projection) in accounting are made possible.  However 

predictability in a language setting merely means the ability to decode a message transmitted in 

an accurate fashion.  This perspective of predictability in accounting is important and critical.  Its 

importance is underscored by the fact that informed investment decisions are based on accurate 

disclosures and hence this predictability is lost in creative accounting.  Creative accounting 

distorts the message and leads to wrong investment decisions, losses and other negative 

consequences.  It is critical because the purpose of financial accounting (the communication of 

financial accounting information) is to transmit a message.  In a communication process, a 

message is transmitted while the meaning is not-Chery, 1961:43; Berlo, 1960:24.  In accounting, 

financial accounting information is the message while the analysis of financial statements 

(financial analysis) is the meaning-Salvary, 2007:5.  Also, meaning is attributed to a message by 

the recipient just like beauty in the eyes of the beholder.  Therefore the purpose of structure is to 

insure correct transmission-Berlo, 1960:184.  

2.4 Communication theory 

Communication has been defined in at least fifteen related but yet different ways –

Littlejohn, 1983:7.  Communication is also broader than language with language being a means 

of communication-Katz, 1966:98; Littlejohn,1983:86.  Language is a basic means of encoding a 

message for communicating while communication is a multi-purpose process.  According to 

Ayer, 1955:11-12, the territory of communication is very wide.  Thus many things are 

communicated: information, knowledge, error, opinions, thoughts, idea, experiences, wishes, 

orders, emotions, feelings, moods.  This classification therefore has implication in accounting.  

Financial accounting is a language and not a communication process.  It encodes a message in a 

transmittable form for transmission via the channel of financial statements.  The source of a 

message and the receiver of a message are external to it.  Financial reporting is the 

communication process since it involves the transmission of the message to the receiver. 
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2.5 Information theory 

McQuail, 1975:39 describes information theory as a formal mathematical theory, based 

on probability and without any value for empirical prediction, or need for empirical validation.   

Furthermore, it is not itself a model or theory of communication behavior, but it has been 

extremely influential in formulating problems, and shaping models for the study of 

communicative processes.  While communication is a serial process involving the phases of 

encoding, sending, medium, receiving and decoding (Haney, 1960: vii), communication is not 

always purposive and intentional-McQuail, 1975:40. 

Peace and Cronen (1980:21) defines communication as the process by which persons co-

create and co-manage reality.  Quaster (1955:146) lends his voice thus: “Information content is 

not an inherent property of a message, a display, or a situation: it is a function which has a 

measurable value only with reference to some class of receivers.  The relevant characteristic of a 

receiver are: i) the elements s(he) can handle as units; ii) the categories s(he) can distinguish; and 

iii) the probabilities s(he) associates with each  category”. 

It is very important to note that information theory is basically a theory of signal 

transmission.  It involves a transmitter who operates on the message to provide a signal suitable 

for transmission over a channel.  The signal takes different forms depending on the 

communication system such as sound, pressure, electromagnetic wave, the printed word-Pearce 

and Cronen, 1980:44-45. Lyons (1977:43) derived two important principles from information 

theory:  

i) Information content is inversely proportional to probability of occurrence; 

ii) A certain amount of redundancy in an information system is not only 

escapable but desirable. 

Redundancy is equated with predictability where predictability is the ability to decode a 

message transmitted in an accurate fashion-Littlejohn, 1983:119.  Since transmission of a 

message entails cost, the cost of transmission can be reduced by reducing redundancy in a system 

howbeit at a cost of lessening reliability.  Chery, 1961:32 speaks of redundancy thus:” 

Redundancy is an essential property of language since it guards against misinterpretations by 

means of additional signs or rules.” 

The implication of redundancy for accounting according to Salvary, 2007:7 revolves 

around the term predictability.  Some accounting theorists have argued for current value financial 

accounting in order that financial accounting information would possess predictive value: the 

ability to project into or predict the future.  However, financial accounting information can only 

satisfy the predictive criterion of being able to be decoded.  Whereas managerial accounting is 

free of that constraint.  It is against this background of predictability that this study recommends 

the inclusion in annual reports five years historical information on market value of assets, 

forecast earnings per share, loan interest payments and loan principal repayments respectively 

and staff costs. Lyons ,1977:50 continues on language thus: “Language is used for making 

statements descriptive of states-of-affairs as well as factual information in the sense of evaluated 

data.”  
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Language can convey a variety of conditions such as vagueness, uncertainty, 

approximations, lack of sharp contours-Ullman, 1957: 92.  For language, in general, this ability is 

fundamental; but for accounting, the intentional or unintentional desire to convey those 

conditions has to be guarded against.  And such conditions constitute a severe limitation on 

accounting information according to Lebar,1982.  However this restriction called quantization is 

necessary since “quantum is the required desired or allowed amount of what can be conveyed-

Chery, 1961:88. 

3.      Prior research 

Earlier works were dominated by Pragmatic school of accounting thought who proffered 

suggestions to bridging gaps identified in annual reports.  This reactionary approach resembles 

product-oriented marketing concept where products are designed based on assumed customers’ 

preferences.  This explains why there are always complaints and rejections.  Gaps identified by 

the pragmatics include: 

i) Need to incorporate definition of terms as part of the reports (Adeyemi and 

Ogundele,2003); 

ii) Need to disclose factual and measurable information (Holder,1978; 

Stanga,1976); 

 

iii) Need to disclose appropriate information which reduces ignorance and 

uncertainty in the capital markets with its associated adverse consequences on stock 

prices( Belkaoui,Kahl,and Peyrard,1974); 

 

iv) Need to disclose non-financial information (Fertakis,1969;Bell,1984) 

 

v) Need to disclose complete, quality, useful and sufficient information 

(Bailey, 1982; Lebar, 1982; Narayanan, Pinches, Kelm and Lander, 2000; Kinney, 2001; 

and, Boot,2001). 

 

Between 1960s and early 2000s research efforts focused majorly on correcting identified 

inadequacies and deficiencies in the financial statements as accounting disclosures underwent 

metamorphosis and evolution.  Essentially their efforts were on how accounting information and 

practices impacted the economic decisions of readers/users.  Hence, according to Hendriksen and 

Breda (2001), “It is fair to say that almost all current research into accounting is pragmatic in 

orientation”. 

The Companies Act mandates business entities to provide users with annual stewardship 

reports on financial position and cash flow position respectively.  The needs of stakeholders in 

the reporting entities are basically economic as they require these reports in statement forms to 

make informed investment decisions about how to efficiently allocate scarce capital among 

competing investment alternatives.  Those reports are expected to give a reasonable reader a 

fairly good picture of the financial status of the entity being pictured.    Annual reports are 

actually disclosures which over and at various times have undergone updates in the light of 

changing expectations of users.  Hence, according to Fertakis (1969:680), “Accounting reporting 
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practices appear to be undergoing a process of metamorphosis which is deserving of (sic) careful 

analysis within the accounting profession”. 

Historically, financial statements comprised Balance Sheet and Income Statement and 

were meant for owner-managers and creditors.  As users’ base expanded and their sophistication 

increased, other statements were added.  Such additions were actual reviews of the content of the 

annual reports.  And this continuum has persisted. 

By mid-2000 there was a resurgence of interest among scholars towards making financial 

information more meaningful to users.  These scholars who can be described as normatives 

argued that preparers of annual reports should be proactive in preempting and surpassing users’ 

expectations with improved disclosures in annual reports. Hence, Duska and Duska (2006) 

quoted a US Judge in Herzfeld V.Laventhol as saying that users should not be blinded by formal 

compliance of financial statements with principles, practices and convention to the basic question 

of whether the financial statement performed the function of enlightenment which is their only 

reason for existence.  This position accords with that of Hendriksen (1991): “The behavioral 

approach to accounting theory has stimulated a search among both Academics and practicing 

accountants for basic objectives of accounting and for answers to questions such as: what is the 

nature of the specific information wanted by the several user groups of creditors?   Can common 

needs be found or the presentation of general-purpose Statements or should specific needs be 

met? How do creditors react to different accounting procedures?” 

Also Macneal (1938: 180) opined that most managers, creditors and stockholders desire to 

know certain important facts about a business.  The normative are therefore of the view that gaps 

identified by the pragmatics can be permanently addressed if accountants could study and apply 

the principles of communication theory in generating accounting information.  In other words, 

accounting information should be prepared within the context of language theory of 

communication to always surprise users with new unexpected information about the financial 

conditions of the reporting entities.. 

According to normative school, accounting information is a message and every message 

has a value.   Also, to Fertakis (1969): “The amount of information contained in a given message 

(perception) is related in Communication theory to the expectation of the observer.   If the 

perceived situation is what was expected by the observer, the information content of the message 

is small. However, if a difference exists, and if the difference is greater than expected, the 

information content of the message is large.  In general the greater the variation between the 

message content and the expectations of the receiver, the larger is the information value of the 

message.   Thus, the information content of data is apparently based upon the existence of 

expectations or standard and a measurement or feedback of data regarding a recognizable real- 

world phenomenon.  The management principle of ‘management by exception’ is fundamentally 

based upon this concept.  A great deal of internal accounting reporting is also based on the 

fundamental aspect of communication theory”. 

Extensive work on applying the perspective of language theory of communication 

towards improving the content and usefulness of accounting information was carried out by 

Salvary (2007).  He identified three levels of information theory as : phonological (sound 

effect),semantic (meaning of the message) and syntactic that deals with the logical sense of the 
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communicated message.  His study however concentrated on semantic and syntactic aspects since 

accounting is in written form.  Under this perspective accounting report should be prepared with 

users in mind in terms of disclosures that provide new knowledge about the entity to users.  This 

approach has the benefit of saving readers their energy and cost of employing financial analysts.  

This school of accounting thought was built around the model, ‘Accounting communication 

(responses) =f (Users’ queries and expectations)’. 

A third approach has been to examine the nature of the query and provide tailor-made 

responses to any reasonable query.  This approach is highly favored by management information 

people.  It would open up the whole data to timely and complete use where and if needed.  Again, 

to be effective, in-built security should be incorporated to prevent any abuse. These schools were 

giant strides in addressing users’ concerns about annual reports. However none actually did 

propose how these gaps could be reflected in financial statements as this present study has 

shown. 

This research is in line with the thinking of Salvary, 2007.  It combines both semantic and 

syntactic aspects of information theory.  It is syntactic because it actually proposes disclosures 

that make logical sense in filling some of the identified gaps especially in Nigeria annual report.  

It is also semantic because it provides meaning through trend analysis.  Such disclosure will 

make annual reports in Nigeria more meaningful and user friendly .  It will serve as a 

communication signal when adopted because of an inherent intention to surpass information 

expectation needs of users.    This study is thus a contribution along side the popular approach of 

providing adequate responses for the economic decision needs of annual report users in Nigeria. 

This study observed that current disclosures practices of corporate Nigeria are inadequate 

and require urgent review.  And the suggested reviews are in the following areas: 

1. Disclosure of market values of assets at Balance Sheet date in Notes to the 

Accounts and  

2. Five years information on : 

a) Capital expenditures; 

b) Emoluments of management and non-management staff respectively; 

c) Forecast and actual earnings per share; and 

d) Loan interest payments and loan principal repayments. 

 

3. Disclosure of new information in Notes to the Accounts on: 1) new diversification 

and divestiture;2) new products; 3) new branches, subsidiaries and associates;4) mergers and 

acquisitions;5) new loans obtained and fresh capital injections; and 6) competition. 

 

4.      The Present Study 

I investigate how the application of the principles of language theory of communication to 

preparation of annual reports can meet changing expectations of capital market participants in the 

Nigerian capital market as proxied by a multidisciplinary professional accountancy students 

annual report users’ sample in metropolitan Lagos.  This follows the normative accounting school 
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of thought which expects annual reports to serve as responses to queries and to surpass changing 

expectations of users ( Stanga 1976, 42-52;Salvary, 2007). I ask Nigerian capital market 

participants whether present annual reports of quoted companies truly reflect their financial 

happenings; whether the information value of these reports would be highly enhanced with the 

proposed disclosures prescribed herein; and, whether there is a relationship among the prescribed 

disclosures, value of information and satisfaction of changing expectations of capital market 

participants in the Nigerian capital market.   

4.1 Sample and sampling technique 

The sample constituted 132 knowledgeable users of annual reports in Lagos metropolis 

who own shares in Nigeria quoted companies.  Questionnaires were randomly administered 

directly on respondents till the number 132 was attained-a 100% response rate. 

The survey instrument included 20 questions split equally into essential (current 

disclosures) and critical (proposed disclosures) information items respectively.  The instrument 

design was influenced by the works of Stanga (1976:44-48) and Emerson, T.L.N.et al (2007).  

Their instruments employed a pre-validated multi-item questionnaire with an initial set of scales 

that showed evidence of high reliability and modest convergent validity (see for example, 

Emerson 2007:76). This influence in addition to an initial pilot study result on 50 users increased 

the reliability of my result and consistency of my approach with that of empirical accounting and 

business ethics literature respectively.  

The modified instrument featured and emphasized the degree to which respondents would 

agree that when those proposed items currently undisclosed in annual reports are disclosed their 

expectations would be satisfied from enhanced informational contents of annual reports.   Two 

variables were tested: 1) Satisfaction of users’ expectations (cause) as the independent variable 

being the driver ; and, 2) Proposed disclosure items (effect) as dependent variable being the 

responses.    Satisfaction in the context of this study is in terms of how the proposed items would 

enrich their understanding of the financial conditions as well as aid their investment decision in 

any quoted company.    

Scale questions employed were designed to recognize and capture the degree or intensity 

of the respondents’ feelings and perceptions about certain phenomena which could be otherwise 

gathered from two-way or even multiple choice questions.   The respondent’s anticipated feelings 

and perceptions were represented in scales and his choice of a particular point on the scale was 

assumed to represent his feeling or perception.   The variables are ordinal since they are based on 

a definite order.  The ordering is based on clearly defined characteristics and ranked ordered.  

According to Asika N. (2006:55), “Ordinal scale enables us to have a fair appreciation of the 

feeling or the perception(sic) of the respondents for the characteristics.” 

A disclosure agreement mean score was also calculated to provide a corroborative 

measure of users’ perception about qualitative attributes of annual reports which constitute the 

essential ingredients to users’ satisfaction with annual reports.  Perception was measured by way 

of discretionary assigned weight ranging from +4 for ‘Agree’ to -4 for ‘Disagree’. Thus a high 

mean score suggests a high degree of acceptance for the proposed disclosure items.  The 
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instrument also included a number of demographic questions that provide personal background 

information about each respondent. 

4.2 Accounting Communication Conceptual Framework and Empirical model 

This study is framed around the following model; ‘Meaningful disclosures of new 

(previously unknown) information about a reporting entity’s financial affairs in every year’s 

financial report i.e. Accounting communication =f (Users’ satisfaction/expectations and needs) 

and shall be used to discuss the conceptual framework and background of this study as shown in 

Figure 1 below. 

Figure 1. The conceptual framework and background 

 

 

 

 

 

 

 

 

       

       

 

       

 

Source:  Sunday, U.E. (2008) 
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performance, financial position, cash flow as well as future plans of the entity.  According to 
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outside analyst cannot.  This has remained the message from the conception of accounting by 

Friar Luca Pacioli.  Thus it is all about using annual report to meet economic decisions needs and 

expectations of users. 

The continual improvement in the contents of annual reports is a reflection of changing 

needs and expectations of users over time.  Initially there were only two statements namely, 

Statement of Affairs (later, balance Sheet) and Profit and Loss Account (later, Income 

Statement).  The subsequent increase in users’ base and mental sophistry led to the addition of 

other Statements such as Notes to the Accounts, Cash Flow Statement, Value Added Statement 

and Five Years Financial Summary.  The issue of mental sophistry of users corroborates the 

contemporary thinking of scholars.  For instance, Fertakis (1967) sees annual reports as responses 

to queries or inquiries of users.  He identified the four elements of accounting communication 

process as I) response; ii) user; iii) query, and IV) database.  Initially these responses were made 

to owner –managers. Over time, these queries (expectations) have changed and so ought the 

responses.  Also there is growing evidence that the database is now larger and more varied than 

in the past. 

In recent times also non-financial information is now needed in addition to mere financial 

data.  This is the position of the UK’s Accounting Standard Board (ASB).  The ASB in March 

2007 published its first review of narrative reporting.  It found that most companies are good at 

describing strategy and current performance but weaker at providing forward-looking 

information in Five Years’ financial summary on forecast earnings per share alongside actual 

earnings per share.  In the area of risk, this study also suggests the disclosure of five years 

historical trend on loan interest payment and loan principal repayment. 

Equally the International Public Sector Accounting Board has released International 

Public Sector Accounting Standards (IPSASs) identifying disclosures to be made by government 

and other public bodies that make their budgets publicly available.  The new Standard IPSAS 24, 

Presentation of Budget Information in Financial Statements applies to entities using the accrual 

basis of financial reporting.  The Cash basis IPSAS has also been updated. 

The need for adequate responses to users’ queries is further buttressed by Fertakis, 

1969:683 as follows: “To put it another way, it has become important to determine the adequacy-

the relevance-of the accounting response to the needs of users.  Various concerned groups and 

individuals have undertaken inquiries to determine the  nature and extent of the possible 

solutions.” This approach which focuses attention on the user has been the order in the research 

efforts of the accounting profession.  The thinking is that the many ‘publics’ of a business 

organization are entitled to responses adequate for their needs and relevant to their purposes. 

Another approach followed by management scientists and some of the financial community has 

been to examine the nature of the database.  The conclusion here is that whatever information or 

data (financial or otherwise) therein should be made part of the response.  This way, differing 

users or specific users in differing circumstances might have available to them data relevant to 

their needs.  However the snag in this approach is in terms of the attendant costs-especially 

security wise. 
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4.3 Description of data 

Descriptive statistics metric of central tendency, the mean (statistical average) was 

adopted to measure the degree of agreement by the respondents with the proposed disclosures.  

This approach was adopted by Stanga (1976:44-48) in a model known as Disclosure Acceptance 

Model as well as Adeyemi and Ogundele (2003:22-27).  This study has rather christened the 

model ‘Disclosure Agreement Model’ and made it a component of the questionnaire instrument. 

Using a five-step numerical scale the respondents were asked to rate the degree to which they 

agree or otherwise with the proposed disclosure items.  The rating ranged from 4(strongly agree) 

to 1(strongly disagree)-see also Emerson et al, 2007:76.  For ease of analysis however, the 

groupings were reduced to two: +4 for ‘Agree’ and -4 for ‘Disagree’. To test for the degree of 

acceptance of the suggested items, a numerical metric called Disclosure Agreement Score (the 

mean) was computed for the sample.  The responses were grouped under 5 classes (Strongly 

agree, agree, neutral, disagree and strongly disagree). To corroborate the descriptive statistics’ 

results, inferential statistical metric Chi-square(x
2 

)also a non-parametric test metric was 

computed.  The  x
2 

was used to test the hypotheses for a causal relationship between the identified 

variables-Kothari, 2004:33.  Such corroboration was also applied by Adeyemi and Ogundele, 

2003:22-27.  The hypotheses were also used to answer the research questions.    The 

questionnaire schedule of twenty items also included a number of demographic questions that 

provided personal details about user-class of each respondent.  

4.4 Results 

A total of 132 questionnaires were personally administered by the researcher.  Groupings 

of users of annual reports sampled in Lagos metropolis are as shown in Table 4.2.1.  Users’ 

perception about current disclosures practices of Nigerian companies in annual reports are shown 

in Tables 4.2.2 to 4.2.6.  Users’ perception about desired disclosure practices that would enhance 

users’ understanding of financial conditions of reporting entities and thus make annual reports 

meaningful and satisfactory are shown in Tables 4.2.7 to 4.2.11.  Users’ perception about the 

proposed critical disclosures extension in future annual reports is shown in Tables 4.2.12 to 

4.2.17.   Users’ perception about new (previously unknown) information about a reporting  

entity’s financial affairs in every year’s annual report are shown in Tables 4.2.18 to 4.2.23. 

Tables 4.2.24 to 4.2.25 respectively contain calculations on chi-square as a test of significance of 

association between the variables as well as corroborative evidence on the relationship.   The 

chapter concludes with summary of findings. 
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Table 4.2.1 

Groupings of users of annual reports sampled in Lagos metropolis 
 
      No. of users/  Proportion 
      Frequency        % 
  Grouping 
i) Top – level management         12         9 
ii) Lower level management          27        20 
iii) Creditors             4          3 
iv) Owner-Investors                 28        21 
v) Government officials           6          5 
vi) Investment analysts            8                6 
vii) Researcher/scholar                       47         36 
                     

 132       100 
 
Source:  Administered questionnaire 

The above table shows 7 groupings of users sampled in Lagos metropolis.  Researchers/ 

Scholars’ group constituted the highest frequency of 47 users translating to 36% of the total 

sample.  Owner-investors group followed with 28 users (21%) and then lower level management 

users group constituting 20% of the entire sample.    Others were Top level management with 12 

users ( 9%); Government officials,6 users (5%);Investment Analysts,8 users (6%) and finally 

Creditors users group,4 users constituting 3 % of total sample size. 

The above classification captured by the sample is consistent with standard groupings 

recognized in finance and accounting literature.  It is thus concluded that the sample is reasonably 

representative. This study tested five qualitative characteristics: understandability, timeliness, 

neutrality/reliability (freedom from bias and error), clarity of presentation and correct reflection 

of financial conditions. 

Table 4.2.2 

Users’ perception about the presence of ‘Understandability attribute’ in current annual report of  

Nigerian companies 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(   x ) D eviat io n

i. T o p level managers 5 (42%) 7 (58%) 12 -8 -0.67 2.5

ii.Lo wer level managers 13 (48%) 14 (52%) 27 -4 -0.14 0.79

iii. C redito rs 1 (25%) 3 (75%) 4 -8 -0.67 2.5

iv.Owner- investo rs 14 (50%) 14 (  50%) 28 0 0 0

v.Go vernment o ff icials 4 (67%) 2 (33%) 6 8 1.33 3.81

vi. Investment analysts 4 (50% 4 (50%) 8 0 0 0

vii.  R esearcher/ Scho lar 21 (45%) 26 (55%) 47 -26 -0.42 2.98

62 (47%) 70 (53%) 132

So urce : Administered questionnaire

 

Table 4.2.2 shows users’ perception about the presence of ‘Understandability attribute’ in 

current annual reports of Nigerian companies.  On the face value the result shows that there is 

marginal difference between users who agree that the current annual reports are difficult to 

understand and those who hold contrary view.  This is because whereas 53% of users disagree 

only 47% of users agree giving a variance of only 6% ( about 8 users).  Sharp difference in 

opinion came from creditors and government officials.  Whereas 75% of creditors find it difficult 

to understand annual reports in their current state, on the contrary, 67% of government officials 
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claim that current annual reports are easy to understand.  This calls for further investigation. 

However a critical analysis using the mean scores is quite revealing.  All the users except 

government officials returned a negative score on the current annual report regarding this 

attribute of understandability.  Top level manager and creditors led with a score of -0.67 apiece 

followed by scholars with -0.42 and then Lower level managers with a score of -0.14.  The 

negative score signifies the extent of difficulty by these users in understanding the current 

Nigerian annual reports.  Government officials on the other hand view current annual reports as 

easy to understand. The popular opinion of users of annual reports of Nigerian companies is that 

they are not easy to understand.  This therefore is dissatisfying to Nigerian users of annual 

reports. 

Table 4.2.3 

Users’ perception about the presence of ‘Timeliness attribute’ in current annual report of 

Nigerian companies 

Gro up A gree(+4)D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x ) D eviat io n

i. T o p level managers 2 (17%) 10 (83%) 12 -32 -2.67 10

ii.Lo wer level managers 5(19%) 22 (81%) 27 -68 -2.51 13.57

iii. C redito rs 1 (25%) 3 (75%) 4 -8 -2 5

iv.Owner- investo rs 2 (7%) 26 (93%) 28 -24 -0.85 4.69

v.Go vernment o ff icials 2(33%) 6 (67%) 6 -16 -2.67 7.62

vi. Investment analysts 1 (13% 7 (67%) 8 -24 -3 9.54

vii.  R esearcher/ Scho lar 13 (28%) 34 (72%) 47 -21 -0.44 3.13

26 (20%) 106 (80%) 132

So urce : Administered questionnaire

 

Table 4.2.3 shows users’ perception about how timely Nigerian companies publish or 

release their annual reports.  On this attribute 80% of users felt that annual reports are always 

delayed or released late.  Of serious interest is the view of owner-investors: 93% of owner-

investors score current annual reports low on timeliness. The result of the mean scores computed 

above corroborates the above analysis.  Interestingly all the users returned a negative score on 

this attribute.  The highest negative score came from Investment analysts,-3.  This was followed 

by Top level managers and Government officials with a score of -2.67 respectively.  Others were 

lower level managers -2.51,Creditors -2.00,Owner-Investors -0.85 and Researcher/Scholars -0.44. 

4.5 Implication to accounting profession 

The implication of the above findings is far reaching.  The usefulness of annual reports is 

in terms of its relevance to informed decision making.  To be relevant to investment decisions,the 

annual report must be released on time.  For 80% of users to complain about timeliness means 

that investment decisions on current annual report is (in the language of Adeyemi and Ogundele 

2003:25) in jeopardy.  This is why 93% of owner-investors overwhelmingly score current annual 

reports very low on timeliness and by extension relevance. 
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Table 4.2.4 

Users’ perception about the presence of ‘Neutrality and reliability  attributes’ in current annual 

report of Nigerian companies 

Group Agree(+4) Disgree(+4) Total (n) Net M ean Standard 

Score(x) Score(x ) Deviation

i. Top level managers 2 (17%) 10 (83%) 12 -32 -2.67 10

ii.Lower level managers 3 (11%) 23(89%) 27 -20 -0.74 3.99

iii.Creditors 0 (0%) 4(100%) 4 -16 -4 10

iv.Owner-investors 3 (11%) 25(89%) 28 -22 -0.79 4.31

v.Government officials 0(0%) 6 (100%) 6 -24 -4 11.43

vi. Investment analysts 3 (38%) 5 (62%) 8 -8 -1 3.18

vii.  Researcher/Scholar 13 (28%) 34 (72%) 47 -21 -0.44 3.12

24 (18%) 108 (82%) 132

Source : Administered questionnaire

 

The above table reveals that 82% of Nigerian users disagree that the current annual 

reports of Nigerian companies are free from bias and error.  All the creditors and Government 

officials score current annual very low on these attributes.  Again, 89% of owner-investors and 

Lower level managers feel that current annual reports are biased so also Top level managers 

(83%), Researcher/Scholars (72%), and Investment Analysts, 62%. Investment analysts are least 

because they seem to understand financial analysis more. 

Examination of the mean scores of respondents on these attributes is instructive.  Again 

all the users returned a negative score concerning these attributes.  The highest negative score of -

4 came from creditors and Government officials.  One is not surprised:  creditors need an 

unbiased and arithmetically accurate financials to base their decision on whether or not to 

advance credit facilities.  Government officials like the tax office require a reliable financial 

statement for correct assessment of tax for instance.  Office of Statistics too will require a reliable 

annual report to extract data for computation of gross national product and other indices.  The 

need therefore for an accurate and reliable annual report cannot be over emphasized. The 

negative perception of users on these core attributes of neutrality and reliability is serious.  It 

means that if the above finding is anything to go by, then decisions on current reports are in 

jeopardy and calls for urgent review. 
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Table 4.2.5 

Users’ perception about the presence of ‘Clarity of presentation attribute’ in current annual 

report of Nigerian companies 

Group Agree(+4) Disgree(+4) Total (n) Net M ean Standard 

Score(x) Score( x  ) Deviation

i. Top level managers 7 (58%) 5(42%) 12 -8 -0.67 2.5

ii.Lower level managers 9 (33%) 18(67%) 27 -9 -0.33 1.79

iii. Creditors 0 (0%) 4(100%) 4 -16 -4 10

iv.Owner-investors 13 (46%) 15(54%) 28 -8 -0.28 1.56

v.Government officials 2(33%) 4(67%) 6 -8 -1.33 3.81

vi. Investment analysts 2 (25%) 6 (75%) 8 -8 -1 3.18

vii.  Researcher/Scholar 17 (36%) 30 (64%) 47 -13 -0.27 1.94

50 (38%) 82 (62%) 132

Source : Administered questionnaire

 

The above table shows that 62% of respondent on average feel that current annual reports 

are poor when it comes to clarity of presentation.  Creditors led with the 100% and followed by 

Investment analysts, 75%.  Others were: lower level management and Government officials, 67% 

respectively; Researcher/Scholar, 64%; Owner-investors,54%; and Top level management,42%.  

Top level management returned the least and this is not surprising since they are responsible for 

the preparation of annual report. Examination of the mean scores too is instructive.  Creditors 

returned the highest mean score of -4 followed by Government officials-1.33 and Investment 

analysts-1.  Others too returned negative score respectively including Top level management. 

The high mean scores of -4 and -1.33 from creditors and government officials goes to 

buttress the point that annual reports are needed for decision making.  Annual reports that are 

confusing and boring to read cannot be useful to economic decision making.  This is why 

investment analyst also returned a high negative score of -1.  This again is a clarion call for 

improvement. 
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Table 4.2.6 

Users’ perception about the presence of ‘Correct reflection of financial transactions attribute’ in 

current annual report of Nigerian companies 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(  x) Sco re(  x ) D eviat io n

i. T o p level managers 7 (58%) 5(42%) 12 -8 -0.67 2.5

ii.Lo wer level managers 9 (33%) 18(67%) 27 -9 -0.33 1.79

iii. C redito rs 0 (0%) 4(100%) 4 -16 -4 10

iv.Owner- investo rs 13 (46%) 15(54%) 28 -8 -0.28 1.56

v.Go vernment o ff icials 2(33%) 4(67%) 6 -8 -1.33 3.81

vi. Investment analysts 2 (25%) 6 (75%) 8 -8 -1 3.18

vii.  R esearcher/ Scho lar 17 (36%) 30 (64%) 47 -13 -0.27 1.94

50 (38%) 82 (62%) 132

So urce : A dministered quest io nnaire

 

Table 4.2.6 above captured how users perceive the current annual reports of Nigerian 

companies in terms of whether or not they correctly reflect financial conditions of reporting 

entities.  Like other attributes earlier discussed, 73% of users feel that current annual reports do 

not correctly reflect financial conditions of reporting entities.     Again all the creditors (100%) 

hold this view.  99% of Top level management supports this view even though this is an indirect 

self-indictment. From the perspective of mean scores, creditors led again with a negative mean 

score of -4 followed by Investment analysts and Top level management with a mean score of -2 

respectively.  

A negative mean score of above 1 is a serious indictment and a defeat of the essence of 

financial reporting which is correct reflection and reporting of financial conditions of reporting 

entities.  Hence Nigerian users are not satisfied with the current content /disclosures in annual 

reports of Nigerian companies Users’ perception about desired disclosure practices that would 

enhance their understanding of financial conditions of reporting entities and thus make annual 

reports meaningful and satisfactory are shown in Tables 4.2.7 to 4.2.11.  Meaningfulness was 

measured in terms of the following five desirable attributes: User-friendliness and people-

orienteers; Less professional assistance for interpretation; accuracy and error-free; reasonable 

details and freedom from manipulation. 
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Table 4.2.7 

Users’ perception about the presence of ‘User-friendliness and people-orientedness attribute’ in 

revised annual report of Nigerian companies 

Group Agree(+4) Disgree(+4) Total (n) Net M ean Standard 

Score(x) Score( x  ) Deviation

i. Top level managers 11 (92%) 1(8%) 12 40 3.33 12.5

ii.Lower level managers 24 (89%) 3(11%) 27 84 3.11 15.56

iii. Creditors 4 (100%) - 4 16 4 6

iv.Owner-investors 21(75%) 7(25%) 28 56 2 10.21

v.Government officials 5(83%) 1(17%) 6 16 2.67 5.44

vi. Investment analysts 3(37%) 5(63%) 8 -8 -1 3.18

vii.  Researcher/Scholar 37(79%) 10(21%) 47 108 2.29 15.36

105(80%) 27(2%) 132

Source : Administered questionnaire

 

Results of the above table indicate that 80% of Nigerian users agree that annual reports 

would be more meaningful if they are user-friendly and people-oriented.  Only 20% of the users 

dissented.  Creditors led with 100% followed by Top-level managers (92%),Lower level 

managers (89%),Government officials (83%),Researcher/Scholar (79%),Owner-investor (75%) 

and Investment analysts with the least,37%.  The above position was corroborated by the mean 

scores results. Very high mean scores were obtained for all users except Investment analysts. 

Creditors led with the highest mean score of 4 followed by Top level managers (3.33),Lower 

level managers(3.11),Government officials(2.67),and owner-investors (2).  The position of 

Investment analysts is not surprising: an improved annual report may reduce patronage. The 

above analysis reveals the clamor of users of annual reports for an improvement. 

Table 4.2.8 

Users’ perception about the presence of ‘Less professional assistance to interpret attribute’ in 

revised annual report of Nigerian companies 

Group A gree( +4 )D isgree( +4 ) To t al ( n) N et M ean St andard  

Score( x) Score(  x  ) D eviat ion

i.  Top  level managers 7 ( 58 %) 5( 4 2 %) 12 8 0 .6 7 2 .12

ii .Lower level managers 2 0 ( 74 %) 7( 2 6 %) 2 7 52 1.9 2 9 .6 3

ii i .  C red it o rs 3 ( 75%) 1( 2 5%) 4 8 2 3

iv.Owner- invest ors 16 ( 57%) 12 ( 4 3 %) 2 8 16 0 .57 8 .5

v.Government  o f f icials 4 ( 6 7%) 2 ( 3 3 %) 6 8 1.3 3 2 .72

vi.  Invest ment  analyst s 4 ( 50 %) 4 ( 50 %) 8 - - -

vii .   R esearcher/ Scho lar 3 2 ( 6 8 %) 15( 3 2 %) 4 7 6 8 1.4 4 9 .51

8 6 ( 6 5%) 4 6 ( 3 5%) 13 2

Source : A dminist ered  quest ionnaire

 

The above table shows that on average 65% of the users feel that to be meaningful the 

revised annual report should require less professional assistance to interprete.  Again the 
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strongest advocates are the creditors (75%) with a mean score of 2.  This is the position similarly 

maintained by Lower level management (74%) with a mean score of 1.92. Government official 

was next with 67% and a mean score of 1.33.   Interestingly Investment analysts group was 

indifferent with a zero mean score. As interesting and sympathetic are the positions of all other 

users, the aloofness and indifference of Investment analysts is very revealing and instructive: ‘the 

accountant should not be expected to communicate with the ignorant”-Hylton,1976. 

Table 4.2.9 

Users’ perception about the presence of ‘Accuracy and error-free attribute’ in revised annual 

report of Nigerian companies 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 10(83%) 2(17%) 12 32 2.67 8.85

ii.Lo wer level managers 15(56%) 12(44%) 27 12 0.44 2.22

iii. C redito rs 3(75%) 1(25%) 4 8 2 1.5

iv.Owner- investo rs 21(75%) 7(25%) 28 56 2 10.2

v.Go vernment o ff icials 4(67%) 2(33%) 6 8 1.33 7.1

vi. Investment analysts 4(50%) 4(50%) 8 - - -

vii.  R esearcher/ Scho lar 34(72%) 13(28%) 47 21 0.45 2.99

91(69%) 41(31%) 132

So urce : Administered questionnaire

 

Table 4.2.9 tested users’ perception on the impact of the attribute accuracy and error-free 

on making future annual reports more meaningful.  91% of users agreed this attribute would 

impact positively on meaningfulness of annual reports.  Top level management led this view with 

83% of its entire group of users.  Creditors and owner-investors had 75% respectively of their 

respective groups in strong support. This was the position of other groups of users except 

Investment analysts.  In the case of Investment analysts group, voting was equally split. The 

above situation is clearly presented by the mean scores.  All the groups returned positive mean 

scores.  Top level management led the table with the highest mean score of 2.67 followed by 

creditors (2) and Owner-Investors (2).  Investment analysts were again skeptical with a zero mean 

score. Their skepticism may be in the area of how this could be achieved. The popular 

expectation is that annual reports should be accurate and error-free.  Despite the skepticism of 

Investment analysts, accountants should take this challenge of producing annual reports that are 

accurate and error-free. 

Table 4.2.10 

Users’ perception about the presence of ‘Reasonable details attribute’ in revised annual report of 

Nigerian companies 

Group A gree( +4 ) D isgree( +4 ) Tot al ( n) N et M ean St andard  

Score( x) Score(  x  ) D eviat ion

i. Top  level managers 9  ( 75%) 3 ( 2 5%) 12 6 0 .5 1.58

ii .Lower level managers 16 ( 59 %) 11( 4 1%) 2 7 5 0 .18 0 .9 2

ii i .  C red it ors 3 ( 75%) 1( 2 5%) 4 2 0 .5 0 .75

iv.Owner- invest ors 2 3 ( 8 2 %) 5( 18 %) 2 8 18 0 .6 4 3 .2 7

v.Government  o f f icials 5( 8 3 %) 1( 17%) 6 4 0 .6 7 1.3 6

vi. Invest ment  analyst s 7( 8 8 %) 1( 12 %) 8 6 0 .75 1.8 5

vii.   R esearcher/ Scho lar 3 5( 74 %) 12 ( 2 6 %) 4 7 2 3 0 .4 9 3 .2 8

9 8 ( 74 %) 3 4 ( 2 6 %) 13 2

Source : Administered questionnaire
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The above table shows how users perceive the extent to which reasonable details would 

make annual reports meaningful.  74% of total users agree that reasonable details would make 

annual reports meaningful.  This time around, Investment analysts led the view with 88% 

representing 7 analysts out of 8 analysts in agreement.  This produced the highest mean score of 

0.75.  This is the position of other groups .  Government officials, Owner-investors,Top level 

managers all recorded high mean scores. The need for reasonable details can be seen from the 

positive mean scores recorded by all groups of users.  Reasonable  details would make analysis 

easier and by extension understandability and meaningfulness of annual reports. 

Table 4.2.11 

Users’ perception about the presence of ‘Freedom from manipulation attribute’ in revised annual 

report of Nigerian companies 

Group Agree(+4) Disgree(+4) Total (n) Net M ean Standard 

Score(x) Score( x  ) Deviation

i. Top level managers 8(67%) 4(33%) 12 16 1.33 4.23

ii.Lower level managers 14(52%) 13(48%) 27 4 0.14 0.74

iii. Creditors 3(75%) 1(25%) 4 8 2 2.82

iv.Owner-investors 20(71%) 8(29%) 28 48 1.71 8.74

v.Government officials 4(67%) 2(33%) 6 8 1.33 2.72

vi. Investment analysts 4(50%) 4(50%) 8 - - -

vii.  Researcher/Scholar 35(74%) 12(26%) 47 23 0.48 3.28

88(67%) 44(33%) 132

Source : Administered questionnaire

 

 

Table 4.2.11 shows users’ perception on revised annual reports regarding absence of 

manipulation.  Generality of users of all groups (67%) agree as to how absence of manipulation 

would make annual reports meaningful.  3 out of 4 creditors (75%) were in total support.  This 

gave the highest mean score of 2. All other user groups returned a positive mean score. The zero 

mean score of Investment analysts group is quite instructive.  As desirable as it is to achieve 

annual reports that are free from manipulation, the question remains, how feasible would that be?  

This is the view of the Investment analysts and this is challenging to the accounting profession. 

The above analyses and results confirm a united front by all users on the positive impact 

the reflection of those attributes in the revised annual reports would have on users’ satisfaction 

viz-a-viz meaningfulness of annual reports to economic decisions. Users’ perception about the 

proposed critical disclosures extension in future annual reports is shown in Tables 4.2.12 to 

4.2.17 below.    
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Table 4.2.12 

Nigerian users’ perception about the inclusion in revised annual report of ‘market values of assets 

along with historical values in Notes to the Accounts’. 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 11(92%) 1(8%) 12 40 3.33 10.58

ii.Lo wer level managers 20(74%) 7(26%) 27 52 1.92 5.19

iii. C redito rs 2(50%) 2(50%) 4 -         -               -            

iv .Owner- investo rs 25(89%) 3(11%) 28 88 3.14 5.29

v.Go vernment o ff icials 5(83%) 1(17%) 6 16 2.67 2.45

vi. Investment analysts 6(75%) 2(25%) 8 16 2 4.95

vii.  R esearcher/ Scho lar 39(83%) 8(17%) 47 124 2.64 6.86

108(82%) 24(18%) 132

So urce : A dministered quest io nnaire

 

The above table records data analyses and results of users’ perception regarding the 

inclusion of market values of assets in annual reports. 82% of users on average agreed and 

supported its inclusion in annual reports.  92% of Top level management group supported the 

inclusion resulting in a mean score of above 2 except creditors.  Creditors group were 50: 50 in 

support with a zero mean score.  This position calls for a further investigation. The above result 

shows that it is high time market values of assets at balance Sheet date be disclosed alongside 

historical values.  This will facilitate comparability and make annual reports realistic. 

Table 4.2.13 

Nigerian users’ perception about the inclusion  in revised annual report of ‘5 years trend 

information on capital expenditure’ . 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 10(83%) 2(17%) 12 32 2,67 3,46

ii.Lo wer level managers 19(70%) 8(30%) 27 44 1,63 8,14

iii. C redito rs 2(50%) 2(50%) 4 0 0 0

iv.Owner- investo rs 21(75%) 7(25%) 28 56 2 10,39

v.Go vernment o ff icials 5(83%) 1(17%) 6 16 2,67 5,44

vi. Investment analysts 6(75%) 2(25%) 8 16 2 4,95

vii.  R esearcher/ Scho lar 30(64%) 17(36%) 47 52 1,1 6,85

93(70%) 39(30%) 132

So urce : Administered questionnaire

 

70% of total users on average agreed for inclusion in revised annual reports 5 years trend 

information on capital expenditure while 30 % dissented.  83% respectively of total users in Top 

level management group and Government officials were in support.  This returned also a positive 

mean score of 2.67 respectively being the highest.  Investment analysts group returned a positive 

mean score of 2 with 75% of the analysts in support.  Other mean scores were: Owner-investors 



UDOH, THE MACROTHEME REVIEW, WINTER 2013 
 

285 
 

2; Lower level managers, 1.63; and Researcher/Scholars, 1.1. Again creditors were split on the 

importance of including 5 years trend information in Notes to the Accounts.  This resulted in a 

mean score of zero.  The indifference may border on the implication for gearing and revised risk 

profile of the reporting entities. The above results disclose a general support of users for the 

inclusion of 5 years trend information on capital expenditure in revised or future annual reports. 

Table 4.2.14 

Nigerian users’ perception about the inclusion in revised annual reports of 5 years trend 

information on ‘management and non-management staff emoluments ‘. 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 9 (75%) 3(25%) 12 24 2 3.46

ii.Lo wer level managers 17(63%) 10(37%) 27 28 1.04 5.19

iii. C redito rs 3(75%) 1(25%) 4 8 2 2

iv.Owner- investo rs 21(75%) 7(25%) 28 14 0.5 2.56

v.Go vernment o ff icials 2(33%) 4(67%) 6 -8 -1.33 3.8

vi. Investment analysts 6(75%) 2(25%) 8 16 2 2.83

vii.  R esearcher/ Scho lar 34(72%) 13(28%) 47 84 1.78 6.86

92(70%) 40(30%) 132

Source : Administered questionnaire

 

Table 4.2.14 shows the results of responses of users of annual reports regarding the 

proposed inclusion in future annual reports of staff costs in 5 years financial summary.  92 users 

(70%) out of the total sample of 132 agreed or supported the inclusion.   Except for Government 

officials which held a negative all other user groups above 60% were in favor.  Top level 

management, creditors and Investment analysts groups all returned a positive mean score of 2 

respectively.  Government officials group had a negative mean score of -1.33.  Again such an 

opinion requires further investigation. The above results call for disclosure of management staff 

emoluments alongside that of non-management staff in annual reports. 
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Table 4.2.15 

Nigerian users’ perception about the inclusion in revised annual reports of 5 years trend 

information on ‘forecast earnings per share alongside actual earnings per share’. 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 11 (92%) 1(8%) 12 40 3.33 3.46

ii.Lo wer level managers 16(56%) 12(44%) 27 16 0.59 2.93

iii. C redito rs 1(25%) 3(75%) 4 -8 -2 5

iv.Owner- investo rs 23(82%) 5(18%) 28 72 2.57 5.29

v.Go vernment o ff icials 3(50%) 3(50%) 6 0 0 0

vi. Investment analysts 6(75%) 2(25%) 8 16 2 4.95

vii.  R esearcher/ Scho lar 38(81%) 9(19%) 47 116 2.46 6.86

98(74%) 34(26%) 132

So urce : Administered questionnaire

 

 

Table 4.2.15 shows the results of users’ perception on the inclusion of 5 years trend 

information on forecast earnings per share as against actual earnings per share. A high proportion 

of users ,74% on average supported the inclusion .  Top level managers led the campaign with 

92% (11 users out of 12 users) in support.  This resulted in a high mean score of 3.33. This was 

followed by Owner-investors with a mean score of 2.57 resulting from 23 out of 28 Owner-

investors in support. Researcher /Scholars and Investment analysts groups recorded 2.46 and 2 

mean scores respectively in support.  Creditors returned a negative mean score of -2 because ¾ of 

the users in this group did not support.  Government officials group were split 50:50 in opinion 

resulting in a zero mean score.  Again the view of creditors calls for further study. The relative 

high support of users for this inclusion is instructive.  Earnings per share is a key metric for 

assessing performance of management on one hand and that of the entity as a whole internally as 

well as externally when compared with that of competitors.  It means that annual reports would 

be enriched with its inclusion. 

Table 4.2.16 

Nigerian users’ perception about the inclusion in revised annual reports of 5 years trend 

information on ‘loan interest payments and loan principal repayments ’. 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 11(92%) 1(8%) 12 40 3.33 3.46

ii.Lo wer level managers 19(70%) 8(30%) 27 44 1.62 5.19

iii. C redito rs 1(25%) 3(75%) 4 -8 -2 5

iv.Owner- investo rs 23(82%) 5(18%) 28 72 2.57 5.29

v.Go vernment o ff icials 2(33%) 4(67%) 6 -8 -1.33 2.45

vi. Investment analysts 5(62%) 3(38%) 8 8 1 2.47

vii.  R esearcher/ Scho lar 35(74%) 12(25%) 47 92 1.95 6.86

96(75%) 36(27%) 132

So urce : Administered questionnaire
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From the above table ,73% on average of all users groups were in agreement  of the 

proposed disclosures extension in future annual reports .  Top level management group reported 

the highest support with 92% representing 11 out of 12 users in this group.  This also resulted in a 

high mean score of 3.33 in favour of this item’s inclusion in future annual report.  Other high 

mean scores in favour came from Owner-investors group, 2.57; Researcher/Scholar,1.95; Lower 

level management,1.62 and Investment analysts with a mean score of 1. Lower level management 

and Government officials’ groups recorded adverse view concerning the inclusion of this item. 

This perception is a subject for future research; The overwhelming support by generality of users 

for the inclusion of this item in future annual report indicates the importance of this information 

item to users.  There is need therefore to consider its disclosure in future annual reports. The 

results shown in the above tables reveal that in all cases users supported the inclusion of these 

items in future annual reports confirming that the proposed improvement in the stated areas 

would enrich users’ understanding of the financial conditions of the reporting entities. Yet how 

valid and convincing are the conclusions of the descriptive statistical analyses above? To answer 

this question a non-parametric inferential statistical metric, chi square (x
2
) was calculated and the 

result is as shown in Table 4.2.17 below: 

Table 4.2.17 

Computation of chi-square (x
2
) metric to corroborate the above findings 

Observed Expected

O 1 E 1 O 1  –  E 1 (O 1  –  E 1 ) 2 (O 1  –  E 1 ) 2 /  E 1

Gro up

A gree 105 66 39 (39) 2 23

D isagree 27 66 -39 (-39 2 ) 23

132 132 ∑   = X 2   
₌ 46

F requencies

 

Source:  Administered questionnaire and researcher’s computation 

The above table produced a calculated X
2  

value of 46 at 1 degree of freedom and 5 per 

cent level of significance. Frequencies were taken as average of users’ responses for the 10 

critical information items per appendices I and II respectively.  The groupings were reduced to 

two for ease of computation and manipulation.  Given that the calculated value of X
2  

of 46 is 

higher than the table value of 3.84 it is concluded that the null hypothesis is invalid, be rejected 

and the alternative hypothesis upheld. The above analysis confirms the existence of a relationship 

between users’ satisfaction and the proposed disclosure items.  It is also an evidence of a 

relationship between value of information and the proposed items in appendices I and II .  Thus 

the proposed items will impact significantly on users’ expectation and by extension satisfaction 

with annual reports. Users’ perception about new (previously unknown) information about a 

reporting entity’s financial affairs in every year’s annual report is shown in Tables 4.2.18 to 

4.2.23.  
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Table 4.2.18 

Nigerian users’ perception about disclosure of new information on new diversification and 

divestiture in every year’s annual report 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 9(75%) 3(25%) 12 24 2 3.46

ii.Lo wer level managers 21(78%) 6(22%) 27 60 2.22 5.19

iii. C redito rs 3(75%) 1(25%) 4 8 2 3

iv.Owner- investo rs 26(93%) 2(7%) 28 96 3.42 5.29

v.Go vernment o ff icials 5(83%) 1(17%) 6 16 2.67 2.45

vi. Investment analysts 6(75%) 2(25%) 8 16 2 2.82

vii.  R esearcher/ Scho lar 37(79%) 10(21%) 47 108 2.29 6.86

107(81%) 25(19%) 132

So urce : Administered questionnaire

 

The above revealed a positive perception by generality of users concerning the above 

disclosure extension in annual reports.  107 users (81%) out of 132 sampled users are of the view 

that annual reports should disclose new information on new diversification and divestiture.  

Owner-investors led this table with 93% representing 26 out of 28 users.  This also gave the 

highest mean score of 3.42.  All other user groups recorded a mean score of above 2.0. Research 

question No.4 is the extension to accounting of the principles of language theory of 

communication.  The principle is that new information that surpasses the receiver’s expectation 

enhances the value of information called valence.  The fact that 81% of users are in favour shows 

how valuable this item of information is to users. 

Table 4.2.19 

Nigerian users’ perception about disclosure of new information on new products in every year’s 

annual report 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 11(92%) 1(8%) 12 40 3.33 3.46

ii.Lo wer level managers 22(81%) 5(19%) 27 68 2.52 5.19

iii. C redito rs 4(100%) 0 4 16 4 2

iv.Owner- investo rs 27(96%) 1(4%) 28 104 3.71 5.29

v.Go vernment o ff icials 6(100%) 0 6 24 4 8.16

vi. Investment analysts 6(75%) 2(25%) 8 16 2 4.94

vii.  R esearcher/ Scho lar 39(83%) 8(17%) 47 124 2.63 6.86

115(87%) 17(13%) 132

So urce : Administered questionnaire

 

The above table shows that in aggregate 87% representing 115 users out of the sample 

total of 132 users support the view that users of annual reports should always expect new 

information on new products on new products in every year’s annual reports.  Interestingly 100% 

representing all the creditors and Government officials were in support with the highest mean 

score of 4.0.  Owner-investors and Top level management groups followed with high scores of 

3.71 and 3.33 respectively.  Researcher/Scholar group returned a mean score of 2.63 while Lower 

level management had a mean score of 2.52.  Investment analysts group with 75% users in 

support had a mean score of 2.0. The high mean scores recorded against all user groups shows 

that new information in every year’s annual report on new products would enhance information 
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content of annual reports.  The profession has therefore been placed on notice that users are 

expecting such information in annual reports. 

Table 4.2.20 

Nigerian users’ perception about disclosure of new information on new branches, subsidiaries 

and associate companies-merger and acquisition in  every year’s annual report 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 11(92%) 1(8%) 12 40 3.33 3.46

ii.Lo wer level managers 21(77%) 6(23%) 27 60 2.22 5.19

iii. C redito rs 4(100%) 0 4 16 4 6

iv.Owner- investo rs 25(89%) 3(11%) 28 88 3.14 5.29

v.Go vernment o ff icials 3(50%) 3(50%) 6 0 0 0

vi. Investment analysts 7(87%) 1(13%) 8 24 3 7.42

vii.  R esearcher/ Scho lar 42(89%) 5(11%) 47 148 3.14 6.86

113(86%) 19(14%) 132

So urce : Administered questionnaire

 

The above table shows that average of 86% of total sample users, that is, 113 users 

support the view that annual reports users should expect yearly disclosure of new information on 

new branches, subsidiaries, and associate companies.  Only 19 users out of 132 users, that is 14% 

, were of a contrary opinion.  Also all the users recorded positive mean values with Creditors 

group recording the highest mean  value of 4.0 followed by Top level management group with a 

mean value of 3.33. The fact that 113 users out of the total sample size of 132 want new 

information on merger and acquisition reflected in future annual reports constitutes an imperative 

to the accountants to improve the annual report accordingly. 

Table 4.2.21 

Nigerian users’ perception about disclosure of new loans obtained/granted and fresh capital 

injection in every year’s annual report. 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 10(83%) 1(8%) 12 40 3.33 3.46

ii.Lo wer level managers 21(78%) 6(23%) 27 60 2.22 5.19

iii. C redito rs 4(100%) -                4 16 4 6

iv.Owner- investo rs 25(89%) 3(11%) 28 88 3.14 5.29

v.Go vernment o ff icials 4(67%) 2(33%) 6 8 1.33 2.72

vi. Investment analysts 7(87%) 1(13%) 8 24 3 7.42

vii.  R esearcher/ Scho lar 39(83%) 5(11%) 47 148 3.14 6.86

110(83%) 2(17%) 132

So urce : Administered questionnaire

 

From the above results, 110 users out of total sample size of 132, that is 83% support the 

view that users should always expect new information In  every year’s annual report on new 

loans obtained/granted as well as fresh capital injection.  This position was corroborated by the 

positive mean values returned by all the user groups.  Creditors group led with the highest mean 

value of 4 because all the members of this group were in support.  This is not surprising as such 

information would be useful in credit rating analysis as well as gearing.  Except for Lower level 

management with a mean score of 2.22 all other groups recorded a mean score of 3 and above. 
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The above analysis shows how critical this information item would be to stakeholders of annual 

reports in Nigeria. 

Table 4.2.22 

Nigerian users’ perception about disclosure of new information on the competition  in every 

year’s annual report 

Gro up A gree(+4) D isgree(+4) T o tal (n) N et M ean Standard 

Sco re(x) Sco re(  x  ) D eviat io n

i. T o p level managers 10(83%) 2(17%) 12 32 2.67 3.46

ii.Lo wer level managers 22(81%) 5(19%) 27 17 0.63 5.19

iii. C redito rs 3(75%) 1(25%) 4 8 2 3

iv.Owner- investo rs 26(93%) 2(7%) 28 96 3.42 5.29

v.Go vernment o ff icials 4(67%) 2(33%) 6 8 1.33 2.72

vi. Investment analysts 7(88%) 1(13%) 8 24 3 7.42

vii.  R esearcher/ Scho lar 42(89%) 5(11%) 47 148 3.14 6.86

114(86%) 18(14%) 132

So urce : Administered questionnaire

 

The above table captured the degree of users’ expectation concerning disclosure of new 

information on competition in every year’s annual report.  86% of total sample size of 132, that is 

114 users, felt that users should always expect new yearly information on the competition.  

Specifically, 93% (26 users out of 28 users) of owner investors were in support.  This is expected 

as such information is critical to investment decisions.   The mean scores computation equally 

supported the above position.  Again Owner-investors group recorded the highest score of 3.42 

followed by 3.14 for Researcher/scholars and 3.0 for Investment analysts among others. The 

above result shows that users find new information on the competition very useful to their 

economic decision needs.  There is therefore need for the accountants to reflect these information 

in future annual reports. Tables 4.2.24 to 4.2.25 respectively contain calculations on chi-square as 

a test of significance of association between the variables as well as corroborative evidence on 

the relationship. 

Table 4.2.23 

Computation of chi-square (x
2
) metric to corroborate the above findings 

 

Observed Expected

O 1 E 1 O 1  –  E 1 (O 1  –  E 1 ) 2 (O 1  –  E 1 ) 2 /  E 1

Gro up

A gree 105 66 39 (39) 2 23

D isagree 27 66 -39 (-39 2 ) 23

132 132 ∑   = X 2   
₌ 46

F requencies

 

 

Source:  Administered questionnaire and researcher’s computation 
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The above table produced a calculated X
2  

value of 46 at 1 degree of freedom and 5 per 

cent level of significance. This is the actual testing of the applicability of the principles of 

language theory of communication to accounting. The calculated X2
  
showed a higher value of 46 

than the table value of 3.84 at 1 degree of freedom and 5 per cent level of significance.  This 

result establishes a strong relationship between value of information and the proposed items. To 

further corroborate the two statistical tests’ results, a Disclosure Agreement (mean) score tailored 

after Stanga 1976 was calculated as shown below: 

Table 4.2.24 

Disclosure Agreement (Mean) Score of respondents on proposed critical disclosure items-

corroborative evidence 

 

Frequencies/ Assigned Net

Users weight Score

f w fw

Group

Agree 105 4 408

Disagree 27 -4 -108

n   = 132 -                     ∑   = 300

Disclosure Agreement (mean) Score = ∑ fw/n  = 300/132=2.22

 

Source:  Administered questionnaire and researcher’s computation 

The above computation further provides a corroborative evidence and support for 

conclusions on the impact of the applicability of the principles of language theory of 

communication to annual report particularly and financial reporting generally on value of 

information (valence). The calculated Disclosure Agreement Score is a mean score for the 

sample.  It measures users’ perception about qualitative characteristics of annual reports which 

constitute the essential ingredients to users’ satisfaction with annual reports. 

Perception was measured /captured by way of discretionary assigned weight ranging from 

4 (strongly agree) to 1 (strongly disagree).  For ease of computation and manipulation this was 

harmonized to two eventually: 4 for Agree and -4 for Disagree.  Perception represents the extent 

of agreement or otherwise with those characteristics.  The information was captured in Disclosure 

Agreement Model which was a component of the survey instrument.   It was patterned after that 

of Stanga,1976. The Disclosure Agreement Model classified the information items into 2: i) 

Essential information items and ii) Critical information items.  Essential information items 

captured respondents’ perception about the current disclosure practices in Nigerian annual 

reports.  It also captured what the study considered as desirable qualities that would upgrade 

annual reports to the desired state.  The desired state is one that would make annual reports 

meaningful to users.   The critical information items are the actual proposed disclosures extension 

in future annual reports which are expected to enhance the value of information called valence in 

annual reports.  This aspect is the actual application of the principles of language theory of 

communication.  The relevant principle here holds that information has a value called valence.  
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Valence is considered high if the communicated message exceeds the expectation of the receiver 

of the message.    The above calculation shows a mean score of 2.2 which being positive 

indicates a high degree of agreement.  The implication here is that there is a strong support by 

users for the proposed items.  Again it implies that value of information (valence) would be 

enhanced significantly when the proposed items are reflected in future annual reports.It can 

therefore be conveniently concluded that users’ of annual report  should always expect disclosure 

of yearly new information in the proposed and other relevant areas because of the inherent 

increase in value of information. 

5.      Nigerian Experience  

Nigeria’s annual reports share in gaps identified in earlier work in at least five major areas 

viz: Disclosures are non-factual and not measurable (Stanga,1976; Holder,1978); Disclosures are 

inappropriate, thus resulting in uncertainty and ignorance in the capital market (Belkaoui et 

al,1974); Current disclosures do not contain forecast information(Baker,1976); Scanty narrative 

reporting in annual reports (Fertakis,1969; Bell,1984); Current disclosures are of low quality, less 

useful, incomplete and insufficient (Bailey,1982; Lebar,1982; Kinney,2001; Narayanan et 

al,2000; and, Boot,2001). Interactions with users show that generality of Nigerian users do not 

read these statements because they do not find them meaningful and realistic.  Users would want 

the current financial statements to disclose critical information on: Current market value of 

assets; Five years’ historical trend information on capital expenditure, loan interest payments, 

loan principal repayments, emoluments of management and non-management staff and earnings 

per share –forecast versus actual. Hence to majority of knowledgeable Nigerian users, the current 

content of financial statement is a far cry from meeting users’ expectations.  Thus considerable 

merit exists in the argument that accountants and corporate management should identify user 

groups, their purposes for using financial data and their database for decision –making and should 

publish information relevant to their needs. Although the importance of material disclosure of 

information to external users of financial statements is irrefutable, no Nigerian study to date has 

suggested the disclosure of the proposed items as this research has sought to do.   There is an 

urgent need therefore to address this problem.  In fact, lack of appropriate information promotes 

ignorance and uncertainty causing both analysts and investors to make excessive allowance for 

error in their forecasts thereby lessening the efficiency of the capital market with consequent 

slower growth.  Finance theory holds that expected return is positively related to the riskiness of a 

given security.  Hence, inadequate public disclosures can affect risk by leading to a state of 

ignorance, uncertainty, higher cost of capital and depressed stock prices. In addition to 

knowledge, the list of prospective beneficiaries of this research is endless and includes: 

i) Capital market.  Improved information flow would help to reduce uncertainty in 

the market.  Thus firms that practice good disclosure should logically tend to experience higher 

stock prices over the long run.  In addition to directly benefiting existing stockholders and 

corporate managers via stock options plans, the higher market prices have a favorable impact on 

the firm’s cost of capital.  Good disclosure also tends to lessen the fluctuations in a security’s 

price.  Stigler (1961:214) has pointed out that “price dispersion is a manifestation and indeed a 

measure of ignorance in the market.  The market price of a security will reflect more accurately 

its true or intrinsic value.  This in turn tends to foster investors’ confidence and leads to a 

reduction of gambling and speculation in the securities market. 
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ii) The Nigerian Economy.  On a macroeconomic level, by assisting the market to 

generate security prices that require fewer subsequent corrections, a sound disclosure program 

should facilitate an efficient allocation of scarce resources. 

iii) Healthy relationship between analysts and companies.    A good disclosure also 

fosters a healthy relationship between the companies and professional financial analysts.  And 

most observers feel that analysts have tremendous influence in today’s investment market. 

iv) Elimination of insider trading.  Good disclosure also helps to eliminate insider 

profits and the associated legal problems.  One of the leading proponents of the efficient market 

hypothesis maintains that ‘the role of accounting data is to prevent superior returns’ accruing 

from insider information.  And this can be achieved by a policy of much fuller disclosure than is 

currently required. 

v)     Spin-off effects.   A final potential advantage relates to the evidence to be 

accumulated in the present research.  This research reinforces the clamor for necessary 

improvement in the disclosure of information in published annual reports.  Consequently firms 

would be able to meet users’ needs and expectations.  It will also improve the present negative 

perception of Nigerian users towards financial statements. 

6. Conclusions and policy recommendations 

There has been a number of calls to increase the relevance and usefulness of annual 

reports of companies to economic decisions of users (Adeyemi and Ogundele,2003; Beaver,1973; 

Fertakis,1969; Girdler,1963; Madura,2004; Stanga,1976; Stigler, 1961; Thompson, 2006). From 

the perspective of language theory of communication, this contributory study examines users’ 

perception about the usefulness of current Nigerian annual reports in satisfying their decision-

usefulness expectation as well as their expectation concerning desirable qualities users would like 

to see in an improved annual report.  The study also proposes certain pragmatic and critical 

disclosures extension in annual reports and also sought users’ perception on them.  Results of 

descriptive and inferential non-parametric statistical tests applied confirmed a strong relationship 

among satisfaction of users’ expectations, proposed disclosure items and value of information 

(valence) in annual reports. (see Table 4.3.22 and Table 4.3.23). 

Given the sample size and the nature of the rating system, non-parametric statistics was 

applied.  These are inferential tests designed for samples of ordinal measures or internal measures 

that are not normally distributed.  They do not require that any assumptions be made about the 

distributions of the population from which the samples were taken and are therefore often 

referred to as distribution-free tests.  Non-parametric statistics are well suited for very small 

samples of interval data (Saslow,1982).  It should be emphasized that given the exploratory 

nature of the study, descriptive and inferential statistics tests applied here are not definitive tests 

of predictions; rather they illustrate potential relationships among the variables.  The researcher 

views the tests as particularly helpful in determining the most promising avenues for future 

research.    Support was very strong for the hypotheses regarding the relationships between 

satisfaction of users’ expectation and the disclosures items on one hand and value of information 

and the proposed disclosure items on the other hand.   This study represents the first empirical 

attempt that the researcher is aware of to suggest practical ways of presenting the proposed 
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critical items in annual reports.  The researcher believes this to be a valuable addition to 

knowledge, but the study has some limitations.   First the researcher chose a narrow definition of 

satisfaction in terms of how annual reports meet economic decisions usefulness of users.  Other 

perspectives may exist, and, depending on how one answers the question,’ Useful for What?’-

Mohrman et al, 2001.  Moreover the study considered only chi-square metric out of the available 

inferential statistical and non-parametric tests for testing the hypotheses. 

It was established in the study that value of information (valence) in annual reports would 

be enhanced with the inclusion of the proposed disclosure items in the model.  Consequently, it 

behooves the accounting profession to be creative, proactive and sensitive to the needs of users of 

annual reports.  This can be achieved by providing users with current, relevant and reliable 

information on the entities’ financial conditions that will enable users to make informed 

investment decisions. 
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APPENDIX I 

Disclosure Agreement Model results summary on users’ perception about the 10 proposed 

disclosure items in future annual reports of Nigerian companies 

 

 

Critical information items Agree Disagree Total

1) Market values of assets in Notes to the Accounts 108(82%) 24(18%) 132

2) 5 years trend information on capital expenditure 93(70%) 39(30%) 132

3) 5 years trend information on emoluments of

    management and non-management staff 92(70%) 40(30%) 132

4) 5 years trend information on earnings per share-

     forecast versus actual 92(70%) 40(30%) 132

5) 5 years trend information on loan interest payment 96(73%) 36(27%) 132

6) New diversification and divestiture 107(81%) 25(19%) 132

7)   New products 115(87%) 17(13%) 132

8)  Mergers and acquisitions 113(86%) 19(14%) 132

9)  New loans obtained/granted and fresh capital

      injection. 110(83%) 22(17%) 132

10)  Competition 114(86%) 18(14%) 132

∑ 1046 274

X 105 28

 

 

Source:  Administered questionnaire 

 


