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Abstract

The main objective of the study is to examine moderating effect of whistleblowing disclosure on
Earnings management and shareholders’ value of listed deposit money banks in Nigeria. The
study used an ex-post facto design strategy, which entails analyzing events that have already
happened, to guarantee a complete examination for this research. Census sampling technique was
used to select all the 14 listed deposit money bank from the Nigerian Exchange Group (NGX) for
financial statements spanning the years 2015 to 2025. The data was evaluated using regression
analysis. In specifically, the Ordinary Least Squares (OLS) regression approach was employed to
evaluate the effect of Earnings Management on shareholders' value in Nigerian listed deposit
money banks employing e-views 9 software. The choice of the basic regression technique was based
on its capacity to minimize the residual squares and its simple methodology. The findings confirm
that while Earnings Management may offer short-term gains in terms of stock prices, dividends,
and market perception, it ultimately undermines long-term shareholder value. Practices like
income smoothing and earnings management can mislead investors about the true financial health
of banks, resulting in increased market volatility and diminished investor confidence once
discrepancies are uncovered. Related party transactions, if not properly disclosed, exacerbate
conflicts of interest and contribute to the erosion of shareholder wealth. Based on the findings and
conclusions of this study, several recommendations that Regulatory bodies such as the Central
Bank of Nigeria (CBN) and the Securities and Exchange Commission (SEC) should enhance their
oversight and enforcement mechanisms to ensure compliance with accounting standards and
transparency in financial reporting. More stringent penalties for manipulative accounting
practices, including tax manipulation and related-party transactions, should be introduced to deter
unethical behavior and factor in the erosion of shareholder value is the lack of financial literacy
among investors. To protect their interests, it is recommended that investors be provided with more
education on how to interpret financial statements, identify potential red flags in earnings quality,
and assess the long-term sustainability of firms. This can be achieved through training programs,
workshops, and easy-to-understand reporting.

Keywords: Whistleblowing Disclosure, Earnings Management, Shareholders’ Value, Deposit
Money Banks, Nigeria

1. Introduction
Shareholder value has become a central focus in contemporary corporate finance, particularly for
financial institutions globally. This is due to its role in evaluating managerial effectiveness, firm
performance and investor appeal. Shareholders Value encompasses the financial returns that accrue
to equity holders through dividend distribution, stock appreciation and long-term wealth
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maximization (Rappaport, 2016; Jensen, 2001). In recent years, there is growing concern regarding
the erosion of shareholder value caused by unethical financial reporting, Earnings Management
practices, governance failures and regulatory lapses. These concerns are not only global but acutely
pronounced in emerging markets such as Africa, with Nigeria standing out due to the complex
socio-economic and regulatory environment influencing its financial institutions.

Earnings management which is deliberate adjustment of financial statements through accruals or
transaction timing to achieve desired earnings outcomes. It may led to temporary stock gains but
impair reporting reliability, erodes earnings quality and long-term shareholder dissatisfaction once
true performance is revealed as observed in Nigerian Deposit Money Banks (Hassan and Bello,
2021; Okolie, 2014). This manipulation undermines trust in financial disclosures and compromises
capital market efficiency. While related party transactions may facilitate resource diversion at the
expense of minority shareholders (Obigbemi et al., 2022; Cheung et al., 2022). It often involves
directors, subsidiaries and shareholders may be used to shift profits, overstate revenues and conceal
liabilities. When not properly disclosed, RPTs become a conduit for asset diversion and value
erosion. Obigbemi et al. (2022) and Cheung et al. (2022) observed that frequent and undisclosed
RPTs in Nigerian banks were associated with declining investor confidence and depressed share
valuations.

This issue is further compounded in developing economies by weak institutional frameworks, poor
enforcement of corporate governance principles, and limited investor protection (Mbekomize &
Wally-Dima, 2023). Although reforms such as the adoption of International Financial Reporting
Standards (IFRS) in 2012 and the implementation of the Nigerian Code of Corporate Governance
in 2018 aim to enhance transparency, accountability, and ethical financial reporting, evidence
suggests that banks in Nigeria continue to engage in various forms of Earnings Management,
(Malik, et al 2014). These include income smoothing, earnings management, related-party
transactions, and changes in accounting policies and estimates, and tax avoidance strategies. While
many of these practices may be technically legal, they are often employed to manipulate financial
outcomes and project short-term gains at the expense of long-term value and transparency.

The persistent use of these strategies undermines faithful representation of financial statements,
misleads stakeholders, and compromises sound corporate governance. This poses a significant
threat to the sustainable creation of shareholder value, particularly in contexts where regulatory
institutions are under-resourced or compromised, (Lekaram, 2014). Furthermore, the continued
prevalence of Earnings Management despite strengthened regulatory frameworks raises concerns
about the effectiveness of such reforms in deterring unethical financial practices. Although the 2018
Code includes whistleblowing disclosure mechanisms intended to detect and prevent misconduct,
their actual impact on curbing Earnings Management remains under-researched. Specifically, there
is limited empirical evidence on whether whistleblowing mechanisms significantly moderate the
relationship between Earnings Management and shareholder value, (Garba, 2014). The main
objective of the study is to examine moderating effect of whistleblowing disclosure on Earnings
Management practices and shareholders’ value of listed deposit money banks in Nigeria. The
specific objectives were to:

i.  Examine the effect of earnings management on shareholders’ value in listed deposit money
banks.
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ii.  Analyze the moderating effect of whistleblowing disclosure on the relationship between
earnings management and shareholders’ value in listed deposit money banks in Nigeria.

2. Literature Review
Shareholders’ Value

Shareholders’ value refers to the financial benefit received by equity owners from their investment
in a company. It reflects the growth in the value of their shares over time, as well as income earned
through dividends. In modern corporate finance, the creation and protection of shareholders’ value
remain central objectives of corporate governance, financial reporting, and strategic management,
especially in firms where investors depend heavily on credible financial information to make
decisions (Damodaran, 2022; Rappaport, 2023).

In recent literature, shareholders’ value is no longer viewed only in terms of short-term profitability.
It now includes sustainable earnings, corporate transparency, sound governance practices, and
investors’ confidence in the reliability of financial reports. Shareholders are more likely to trust and
remain committed to firms that present financial statements that fairly reflect their true economic
position. However, where Earnings Management practices exist, reported profits may become
misleading. Practices such as income smoothing, delayed expense recognition, or selective revenue
reporting can create a temporary appearance of stability and profitability, even when the firm’s
actual performance is weak (Dechow et al., 2020; Healy & Palepu, 2023; Dechow, Ge, & Schrand,
2024).

Although such practices may improve perceived performance in the short run, they can damage
shareholders’ value in the long run. Once investors discover that reported earnings do not reflect
the firm’s real financial condition, confidence declines, share prices may fall, and the firm may
suffer reputational and regulatory consequences. Recent studies emphasize that earnings quality
and transparent disclosure are important determinants of market value, investor confidence, and
long-term shareholder wealth (Li, 2020; Obigbemi et al., 2022; Yang, 2024).

In the banking sector, the issue is particularly sensitive because banks operate largely on public
trust, depositors’ funds, and high financial leverage. Investors rely on audited financial statements
to assess profitability, risk exposure, dividend prospects, and future growth. Therefore, any form
of financial misrepresentation can weaken market confidence and may have wider implications for
financial stability. In Nigeria, studies have shown that weak financial disclosure, poor governance
mechanisms, and earnings manipulation can negatively affect investors’ perception of listed deposit
money banks (Adegbie & Fakile, 2021; Adebayo & Dada, 2023; Sanusi, 2024).

Empirical evidence further suggests that firms involved in aggressive accounting practices often
experience greater market volatility, reduced investor trust, and lower long-term valuation. For
instance, recent studies have linked poor earnings quality and weak disclosure practices with
declining shareholder confidence and reduced firm value, especially in emerging markets where
enforcement mechanisms may still be developing (Okolie, 2024; Uwuigbe et al., 2024; Kamau,
2025).
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Corporate failures such as Enron, WorldCom, Oceanic Bank, and Intercontinental Bank continue
to serve as reminders of how misleading financial reporting can destroy shareholders’ wealth.
These cases demonstrate that financial transparency is not only a regulatory requirement but also a
major condition for sustaining investor confidence. Although Nigerian listed deposit money banks
are expected to comply with IFRS reporting standards, concerns remain regarding the continued
use of Earnings Management techniques and the effectiveness of enforcement institutions (IFRS
Foundation, 2024; OECD, 2023; Uwuigbe, 2025).

Therefore, while short-term accounting adjustments may help firms meet earnings expectations or
regulatory targets, they can weaken the long-term sustainability of shareholders’ value. A firm that
consistently relies on aggressive reporting practices may eventually face regulatory sanctions,
litigation, reputational damage, loss of investor confidence, and declining market valuation. For
shareholders’ value to be protected, financial reports must be transparent, reliable, and supported
by strong governance and effective disclosure practices.

Earnings Management

Earnings management refers to the strategic manipulation of a firm’s financial reporting process
by management to achieve desired earnings outcomes, either to meet internal targets, external
expectations, or contractual obligations. It involves the use of judgment in financial reporting and
in structuring transactions to alter reported financial results, without necessarily violating
accounting standards (Karimu, 2019).

The concept of earnings management is deeply rooted in the flexibility allowed under Generally
Accepted Accounting Principles (GAAP) and International Financial Reporting Standards (IFRS),
particularly in the estimation of accruals and timing of revenue or expense recognition. While such
flexibility is intended to enhance the relevance and reliability of financial statements, it also creates
room for opportunistic manipulation. While managers may justify earnings management as a means
of communicating private performance information (“informative EM”), the practice is more
commonly associated with opportunistic behavior that ultimately distorts firm value (Fields, Lys &
Vincent, 2001). Uwuigbe, Peter & Oyeniyi (2014) observed that several Nigerian banks engaged
in earnings management using LLPs to smooth income and project a consistent growth trend.
Similarly, Adegbie and Fakile (2021) noted that weak audit committee effectiveness in Nigerian
banks contributes to unchecked earnings manipulation.

A study by Obigbemi et al. (2022) confirmed that earnings management significantly affected
reported financial performance in Nigerian deposit money banks, often misleading investors and
distorting shareholders’ expectations. These manipulations were linked to poor corporate
governance practices, excessive executive discretion, and inadequate stakeholder oversight. Leuz,
Nanda, & Wysocki (2003) found that earnings management is more prevalent in countries with
weak investor protection such as Nigeria and is associated with lower market valuations. Chen,
Elder & Hsieh (2010) demonstrated that firms with poor governance structures exhibit higher levels
of earnings manipulation, which adversely impacts stock performance and investor confidence.
Hassan and Bello (2021) examined 15 Nigerian deposit money banks and concluded that real
activity and accrual-based earnings management were significant predictors of valuation volatility
and reduced shareholder return.
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Earnings management remains a central concern in financial reporting, particularly in developing
economies like Nigeria. Although it may offer short-term advantages such as meeting performance
benchmarks or influencing stock prices, its long-term effects include erosion of earnings credibility,
investor deception, and deterioration of shareholders’ value. Effective governance mechanisms,
audit oversight, and regulatory frameworks are essential in curbing this practice, especially in the
banking sector, where financial statement integrity is critical to systemic stability.

Whistle-Blowing Disclosure

Whistle-blowing disclosure has become an important mechanism for promoting transparency,
accountability, and ethical conduct in corporate organizations, especially in the banking sector
where the risks of fraud, insider abuse, regulatory breaches, and financial misreporting are
relatively high. In Nigeria, deposit money banks operate in a highly sensitive environment because
they manage depositors’ funds, support credit creation, and contribute to overall financial system
stability. As a result, any unethical practice within the banking system can affect not only the
institution involved but also shareholders, customers, regulators, and the wider economy (Sanusi,
2024; Musa et al., 2025).

Whistle-blowing refers to the process through which employees, customers, shareholders, or other
stakeholders report suspected wrongdoing within an organization. In the banking sector, whistle-
blowing disclosure involves the formal reporting of unethical, fraudulent, illegal, or suspicious
activities through approved internal or external channels. These disclosures may relate to issues
such as financial misconduct, manipulation of accounting records, violation of banking regulations,
insider dealing, abuse of authority, money laundering concerns, or weakness in internal control
systems (Monday, 2022; Nwanyanwu, 2020; Olobo, 2025). In deposit money banks, whistle-
blowing disclosure serves as both a governance tool and an internal control mechanism. It gives
stakeholders the opportunity to report misconduct before it causes serious financial or reputational
damage. When properly implemented, whistle-blowing systems can help banks detect fraud early,
strengthen compliance, improve audit effectiveness, and discourage unethical behavior among
management and employees. Recent studies suggest that effective whistle-blowing practices
enhance corporate transparency and improve stakeholders’ confidence in financial reporting and
governance structures (Uwuigbe et al., 2024; Yang, 2024).

Whistle-blowing may be internal or external. Internal whistle-blowing occurs when misconduct is
reported through channels within the organization, such as the audit committee, compliance unit,
ethics office, or internal audit department. External whistle-blowing occurs when the issue is
reported to regulators, law enforcement agencies, professional bodies, or the public. In the Nigerian
banking industry, external disclosure may involve institutions such as the Central Bank of Nigeria,
the Nigerian Financial Intelligence Unit, the Securities and Exchange Commission, or other
relevant regulatory authorities. The effectiveness of either approach depends largely on
confidentiality, protection from retaliation, proper investigation procedures, and management’s
willingness to act on reported cases (ISO, 2021; Sanusi, 2024).

The regulatory environment for whistle-blowing in Nigeria has continued to evolve. Deposit money
banks are expected to maintain sound corporate governance structures, risk management systems,
and internal control frameworks. The Banks and Other Financial Institutions Act 2020, the
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Companies and Allied Matters Act 2020, and broader corporate governance requirements provide
support for accountability, ethical reporting, and regulatory compliance. These frameworks
reinforce the need for banks to maintain reliable reporting channels and protect individuals who
report wrongdoing in good faith. Despite its importance, whistle-blowing disclosure in Nigeria still
faces several challenges. Many employees may be unwilling to report misconduct due to fear of
victimization, job loss, lack of trust in management, or doubts about whether reported cases will be
properly investigated. In some cases, weak enforcement, poor ethical culture, and limited protection
for whistle-blowers reduce the effectiveness of disclosure mechanisms. This means that having a
whistle-blowing policy alone is not sufficient; banks must also create a culture where ethical
reporting is encouraged, protected, and acted upon (Okolie, 2024; Olobo, 2025; Musa et al., 2025)

Conceptual Framework

A conceptual framework is a visual or narrative structure that outlines the key concepts, variables,
and their presumed relationships in a study. It provides a logical foundation for the research by
connecting the theoretical background to the research objectives and methodology. Essentially, it
is a blueprint that helps guide the study by clearly showing what is being studied, why it is being
studied, and how the variables interact

v MV DV

Source: Researcher (2026)
Figure 1: Conceptual Framework

The core assumption is that various Earnings Management practices may affect shareholders’
value, either positively or negatively. Whistle-blowing disclosure is expected to moderate this
relationship by enhancing transparency and deterring unethical financial manipulations. For
instance, even if earnings management is present, strong whistle-blowing systems could mitigate
its adverse impact on shareholders by increasing the probability of detection and corrective action.
The model thus allows for the testing of both direct effects (Hoi—Ho2)

Theoretical Framework

Theory and Theorists was Proposed by Watts and Zimmerman (1978), Positive Accounting Theory
aims to explain and predict the accounting choices of firms based on economic incentives and
consequences rather than normative ideals. PAT asserts that accounting policy choices are
influenced by contractual obligations, regulatory demands, and personal incentives. Managers will
choose accounting methods that serve to minimize political costs, fulfill debt covenants, or
maximize compensation contracts. Earnings Management becomes a rational strategy within this
theoretical lens. Sweeney (1994) confirmed that firms near technical default thresholds manage
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earnings through accruals. Han and Wang (1998) demonstrated that politically visible firms
manipulate earnings to avoid scrutiny. Fields, Lys, and Vincent (2001) documented that accounting
choices are influenced more by economic implications than by reporting clarity. Critics of PAT
argue that it ignores moral, ethical, and social dimensions, focusing excessively on self-interest and
opportunism. PAT aligns with this study by offering predictive insight into why Nigerian bank
executives might adopt Earnings Management tactics, especially to reduce tax liability, improve
earnings forecasts, or avoid regulatory sanctions. It explains behavior in terms of strategic
adaptation to financial constraints and incentive structures.

Empirical Reviews

In one of the earliest comprehensive Nigerian studies on earnings management, Okolie (2025)
investigated the impact of accrual-based earnings manipulation on shareholders’ wealth across
selected listed firms in Nigeria. The study utilized panel data from the Nigerian Stock Exchange
covering a period from 2005 to 2012, focusing on the Modified Jones Model to estimate
discretionary accruals as a proxy for earnings management. The key findings revealed that
aggressive earnings management practices contributed to temporary overvaluation of share prices
and distorted performance-based investment decisions. However, over time, when actual earnings
failed to meet expectations created by managed figures, investors adjusted their valuations
downward, leading to share price corrections and loss of trust in the firm. The study concluded
that earnings manipulation adversely impacts shareholders’ wealth, particularly in markets with
low levels of investor sophistication and limited enforcement of disclosure regulations. Okolie
advocated for stronger auditor independence and tenure regulation, suggesting that long-standing
audit relationships may encourage complacency in detecting manipulative practices. The study did
not evaluate whether corporate governance structures (such as board composition or audit
committee effectiveness) mediate the relationship between earnings management and shareholder
value.

Hassan and Bello (2025) conducted an empirical study to assess how earnings management
practices affect the financial performance and, by extension, shareholders’ value in the Nigerian
banking sector. Their study covered 10 listed deposit money banks over a seven-year period (2013—
2019), applying the Kothari et al. (2005) accrual-based model and fixed-effect regression analysis.
Their findings indicated a statistically significant negative relationship between discretionary
accruals and measures of firm performance such as Return on Equity (ROE) and Tobin’s Q. The
study further established that weak audit governance structures characterized by ineffective audit
committees and poor oversight allowed room for earnings manipulation to flourish. The implication
is that manipulated earnings create misleading signals for shareholders regarding the firm’s true
value, thereby undermining confidence and increasing valuation risks. The study called for the
strengthening of internal governance mechanisms and alignment of managerial incentives with
long-term performance. While the study linked earnings management with audit weakness, it did
not consider the external regulatory environment (CBN oversight, FRC compliance) as a potential
moderating variable.

In their recent empirical analysis, Obigbemi et al. (2025) examined the effect of earnings
management intensity on financial reporting reliability and its implications for shareholder value.
The study was focused on listed Nigerian deposit money banks and covered the period from 2014
to 2021, applying a robust regression model with accrual-based earnings management as the

69



International Journal of Management, Marketing and Sustainability Review (IJMMSR), Vol. 2, No. 2,
2026. Available online at https://transglobal.transglobalacademic.com/ijmmsr/index. ISSN (Online) 1595-
6865. Covered and indexed in EuroPub, etc.

James Uchenna Okpe, Luper 1., Aondoakaa K. Euphraim &Ibrahim K. Moses, (2026), IJMMSR,2(2):63-78

dependent variable. The authors discovered that banks with higher earnings management intensity
exhibited lower earnings quality, which in turn resulted in misalignment between reported
performance and economic reality. This misalignment discouraged investor confidence and
negatively influenced stock valuation. The study also found that frequent earnings manipulation
coincided with volatile share prices, making it difficult for shareholders to accurately price risk and
return. In addition, firms engaging in persistent earnings management practices were found to be
more prone to audit restatements and regulatory fines, which further undermined market trust. The
authors recommended the enforcement of mandatory earnings quality audits and greater audit
transparency in the banking sector.

Chen et al. (2025) conducted a multinational empirical assessment, including data from Nigeria, to
explore how earnings management affects firm performance and shareholders’ value in highly
regulated sectors such as banking, insurance, and utilities. Their study utilized data from 115 listed
financial firms across five emerging markets from 2010 to 2018. The study found that firms
engaging in persistent earnings management practices especially in regulated sectors exhibited poor
long-term stock performance. Although short-term stock gains were achieved through discretionary
accruals and smoothing, these gains were not sustainable, and markets eventually reacted
negatively once the true financial position became evident. The authors noted that earnings-
managed firms had higher information asymmetry, lower transparency, and increased capital costs,
which ultimately led to shareholder dissatisfaction and capital flight. The study concluded that in
emerging markets like Nigeria, earnings management does more harm than good for shareholders,
particularly in sectors where investor trust and regulatory compliance are critical to firm survival.

3. Methodology

The study used an ex-post facto design strategy, which entails analyzing events that have already
happened, to guarantee a complete examination for this research. Census sampling technique was
used to select all the 14 listed deposit money bank from the Nigerian Exchange Group (NGX) for
financial statements spanning the years 2015 to 2025. The data was evaluated using regression
analysis. In specifically, the Ordinary Least Squares (OLS) regression approach was employed to
evaluate the effect of Earnings Management on shareholders' value in Nigerian listed deposit
money banks employing e-views 9 software. The choice of the basic regression technique was
based on its capacity to minimize the residual squares and its simple methodology. The multiple
regression model were adopted from Ogbonna, (2020) and modified to suit this study. The model
is stated as: A general multiple regression model is proposed as:

EPSit=BO+HBIEMIit+B2WBDItHEL. .. u ittt et et e e i
EPSit=BO+HBIEMIit+ei * WBD ... il
Where:
i. SHV Shareholders’ Value
ii. EM Earnings Management
iii. WBD Whistle Blowing Disclosure

iv. €= Error Term

4. Result and Discussion
Descriptive Statistics
For data analysis, several steps were taken to make sense of the data per the study's objectives.
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The descriptive statistics provided for the variables. Earnings Management (EM), Whistle
Blowing Disclosure (WBD), and Shareholders' Value (EPS) offer valuable insights into their

distribution and central tendencies.
Descriptive Statistics

Variables Min. Max. Mean SD Skewness Kurtosis Obs

EM 0.011 0.046 0.027 0.011 0.274 1.475 140
WBD 51 91 65.5 0.468 0.511 1.431 140
WBD*EM 1.011 91.046 46.0285 0.211  0.334 1.272 140
EPS 5.457 13.772 10.650 2.794 0.272 1.036 140

Source: STATA OUTPUT 2026

EM, with a minimum of 0.011 and a maximum of 0.046, has a mean of 0.027 and a standard
deviation of 0.011, suggesting relatively little variation. The skewness of 0.274 implies a slight
rightward skew, while the kurtosis value of 1.475 indicates a distribution that is relatively flat,
similar to IS. There are 140 observations for this variable as well. WBD varies from 51 to 91, with
a mean of 65.5 and a standard deviation of 0.468. The skewness of 0.511 and kurtosis of 1.431
indicate a distribution that is slightly right-skewed and somewhat platykurtic. This variable includes
140 observations. WBD*EM has a minimum value of 1.011 and a maximum of 91.046, with a
mean of 46.0285 and a standard deviation of 0.211. The skewness of 0.334 and kurtosis of 1.272
indicate a slightly right-skewed and platykurtic distribution. There are 140 observations for this
interaction term as well.

Correlation Matrix
The correlation matrix shows the relationships between the variables, providing insight into the

degree of linear association between them.
Correlation Matrix

Var EPS EM WIS W*EM
EPS 1.000
EM 0.70 1.000
W*EM 0.33 0.31 0.24 1.000

Source: STATA OUTPUT 2026

EPS (Earnings Per Share) refers to the portion of a company’s profit allocated to each outstanding
share of common stock. It is an important measure for assessing a company’s profitability and is
used widely by investors to evaluate a company's financial performance. EM (Earnings
Management) could refer to data related to a company’s Earnings Management impact or
performance in areas like sustainability, energy use, or Earnings Management. These metrics are
becoming more important for businesses and investors focused on sustainability. W*EM (WBD
times Earnings Management) is another interaction term, this time between WBD and Earnings
Management (EM). It could capture the relationship between WBD and the company’s
environmental performance.

Multicollinearity result

The results of the multicollinearity test, as indicated by the Variance Inflation Factor (VIF) and
Tolerance Value (TV) for each variable, provide insights into the potential correlation between
the predictor variables.
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Multicollinearity result

Variable VIF TV
EPS 1.115 0.897
EM 1.195 0.837
WBD 1.231 0.692
WBD*EM 1.103 0.333

Source: Authors’ computation. 2026

EPS (Earnings Per Share) has a VIF of 1.115, which suggests very low multicollinearity with other
variables. The TV of 0.897 further confirms that EPS is not highly correlated with other factors,
indicating that it provides useful independent information in the analysis. EM (Earnings
Management) has a VIF of 1.195, showing that it is also not highly collinear with the other
variables, and its TV of 0.837 indicates that it has good independence from the other factors in the
model. WBDEM (interaction between WBD and Earnings Management) shows a VIF of 1.103,
which is low, but the TV 0f 0.333 is relatively low, indicating that this interaction term shares much
of its variance with other variables. This suggests some redundancy in the model when this
interaction term is included.

Unit Root Test Results
The Unit Root Test results provide valuable insights into the stationarity of each variable in your
dataset.

Unit Root Test
Variables No. of PanelsNo. of PeriodsZ-StatisticP-ValuesStationarity
EPS 14 140 2.4596  0.010 Stationary
EM 14 140 2.2118  0.013  Stationary
WBD 14 140 3.234 0.034  Stationary
WBD*EM 14 140 5.642 0.002  Stationary

Source: STATA OUTPUT 2026

The table you’ve provided displays the results of a Unit Root Test, which is commonly used to
determine whether a time series variable is stationary or has a unit root. A stationary series has
statistical properties like mean, variance, and autocorrelation that do not change over time, while a
series with a unit root is non-stationary and may require transformation to make it stationary. The
Z-Statistic and P-Values are used to assess the stationarity of each variable. If the p-value is less
than the significance level (commonly 0.05), the null hypothesis of a unit root is rejected, indicating
that the variable is stationary. In this case, each variable and interaction term has been tested for
stationarity using 14 panels and 140 periods. The Z-Statistic provides the test statistic, and the P-
Values indicate the likelihood of rejecting the null hypothesis. Here’s how each variable and
interaction term fares in terms of stationarity: EPS has a Z-Statistic of 2.4596 and a P-Value of
0.010. Since the P-Value is less than 0.05, we reject the null hypothesis of a unit root, meaning that
EPS is stationary. Confirming that EM is stationary. WBD shows a Z-Statistic of 3.234 and a P-
Value of 0.034, which is less than 0.05, indicating that WBD is stationary. WBDEM shows a Z-
Statistic of 5.642 and a P-Value of 0.002, indicating that the interaction between WBD and EM is
stationary.
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Hausman Test Results

The Hausman Test is a statistical test used to determine whether a Fixed Effects Model (FEM) or
a Random Effects Model (REM) is more appropriate for a given dataset in panel data analysis. The
test evaluates if the unique errors (or individual-specific effects) are correlated with the regressors
in the model. If they are correlated, a Fixed Effects Model should be used; if not, a Random Effects
Model is preferred.

Hausman Test Results

Test Degrees of

Statistic Chi-Squared Value Freedom (df) p-Value Conclusion
?:;sman 15.36 5 0.0095 Reject Null Hypothesis; Use Fixed Effects

Source: Stata output 2026

Null Hypothesis (Ho): The null hypothesis in a Hausman test suggests that the Random Effects
model is appropriate. In other words, there is no significant difference between the Random Effects
and Fixed Effects models, implying that random effects would provide unbiased estimates.
Alternative Hypothesis (H:): The alternative hypothesis suggests that the Fixed Effects model
should be used, as it provides more accurate estimates than the Random Effects model. Test
Statistic (15.36). This is the value of the Hausman test statistic, which is compared against the chi-
squared distribution. Chi-Squared Value (5). This refers to the degrees of freedom used in the chi-
squared distribution for the test. p-Value (0.0095). The p-value is the probability of obtaining a test
statistic as extreme as the one observed, assuming the null hypothesis is true. A p-value less than
the significance level (typically 0.05) suggests that we reject the null hypothesis. Since the p-value
(0.0095) is less than the 0.05 significance level, we reject the null hypothesis. This means that there
is significant evidence to prefer the Fixed Effects model over the Random Effects model.

Fixed Effect Model Regression
The regression model investigates the effect of Earnings Management (EM), and their interaction
terms with Whistle Blowing Disclosure (WBD) on Shareholders’ Value (EPS) across 14 banks

over 10 years (2015-2024).
Fixed Effect Model Regression without Moderator

Dep. Var: EPS Coefficient Standard Error t-Statistic p-Value
EPS 2.345 0.987 2.88 0.039
EM 0.235 0.107 2.90 0.059
WBD 0.213 0.132 3.242 0.005
WBD*EM 4.123 0.243 3.23 0.004
R-squared 0.623
Within R-squared 0.711
F-Statistic 12.45
Prob (F-statistic) 0.000
gglszlr)sarlt(i)(l)cns 140
Number of Panels 14

Source: STATA OUTPUT 2026
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The table displays the results from a Fixed Effect Model Regression without Moderator, where the
dependent variable is EPS (Earnings Per Share). This model examines the relationship between
EPS and several independent variables, along with their interaction terms, across different panels.
The key metrics in the table include the Coefficient, Standard Error, t-Statistic, p-Value, as well as
model summary statistics like R-squared, Within R-squared, F-Statistic, and the number of
observations and panels. Here’s an explanation of each variable and result:

The coefficient for EPS is 2.345, which means that for every one-unit increase in EPS, the
dependent variable (EPS itself) increases by 2.345 units. The Standard Error is 0.987, indicating
the precision of the coefficient estimate. The t-Statistic of 2.88 suggests the coefficient is
statistically significant, and the p-Value of 0.039 is less than 0.05, confirming that this coefficient
is statistically significant at the 5% significance level. This means that EPS is a significant predictor
of itself in the model. The coefficient for EM is 0.235, implying that for each unit increase in
environmental metrics, EPS is expected to increase by 0.235 units. The Standard Error of 0.107 is
reasonably low, and the t-Statistic of 2.90 suggests statistical significance. The p-Value of 0.059 is
slightly above 0.05, so while the relationship between EM and EPS is positive, it is only marginally
statistically significant (i.e., significant at the 10% level). This suggests that environmental metrics
have a positive effect on EPS, but the evidence is weaker compared to other variables.

The coefficient for WBD is 0.213, indicating that a one-unit increase in WBD results in a 0.213
increase in EPS. The Standard Error of 0.132 suggests moderate precision, and the t-Statistic of
3.242 shows strong significance. The p-Value of 0.005 is below 0.01, indicating that WBD has a
statistically significant positive impact on EPS. The coefficient for WBD*EM is 4.123, meaning
that the interaction between WBD and environmental metrics increases EPS by 4.123 units for each
one-unit increase in both variables. The Standard Error is 0.243, and the t-Statistic of 3.23 shows
significant results. The p-Value of 0.004 is below 0.01, indicating that this interaction term also has
a significant positive effect on EPS.

Discussion

The findings of this study are discussed in relations to it objectives outline in section 1.3 of chapter
one as presented in this sub section. The results of the fixed effect model regression and hypothesis
testing offer valuable insights into how various financial variables affect shareholders’ value in
listed deposit money banks in Nigeria. For Whistleblowing Disclosure (WBD), the positive
coefficient of 0.213 and the p-value of 0.005 indicate a statistically significant positive impact on
shareholder value. Whistleblowing disclosures increase transparency by revealing unethical
practices within a company, which is valued by investors as it reduces the risks associated with
potential fraud or mismanagement. Legitimacy Theory suggests that transparency improves a
company's legitimacy, thereby boosting shareholder value, and Stakeholder Theory supports the
idea that transparency benefits shareholders by aligning their interests with those of other
stakeholders. Liu et al. (2009) argue that transparency through disclosures like whistleblowing
improves corporate governance and enhances shareholder value. However, Gong (2016) suggests
that while transparency may reduce perceived risks, it can also have unintended consequences, such
as increasing perceived instability, which could have a negative effect on shareholder value. This
presents a differing view on the impact of transparency, showing that while it generally supports
shareholder value, its effect can vary depending on the context.
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The coefficient for WBD*EM is 4.123 with a p-value of 0.004, indicating a statistically significant
positive relationship between whistleblowing disclosure and earnings management in affecting
EPS. This result shows that in firms where whistleblowing mechanisms are strong, earnings
management (EM) practices have a greater impact on EPS. Essentially, firms with a solid
whistleblowing system might manipulate earnings to meet performance targets, but the presence of
the system could make this manipulation more transparent, leading to positive adjustments in EPS.
Agency Theory aligns with this finding, as it suggests that earnings management is a result of
managerial self-interest, and a whistleblowing system reduces the information asymmetry between
management and shareholders, thereby improving financial reporting and boosting EPS. However,
Positive Accounting Theory (PAT) might disagree, as PAT suggests that even with a
whistleblowing system, managers could continue engaging in earnings management due to their
inherent incentive to maximize personal benefits. The presence of whistleblowing may not fully
curb the incentives for earnings manipulation. Research by Gul et al. (2011) supports the idea that
whistleblowing can act as a deterrent against earnings management, leading to improved
transparency in financial reporting. Teng et al. (2019) also found that effective governance
mechanisms, such as whistleblowing, reduce the extent of earnings manipulation. However, Zhang
et al. (2015) argue that whistleblowing systems alone may not significantly reduce earnings
management, especially in firms where financial pressures are high, and earnings manipulation is
deeply ingrained in the corporate culture.

5. Conclusion and Recommendations

This study has provided a comprehensive analysis of the effect of Earnings Management practices
on shareholders' value in listed deposit money banks in Nigeria. The research aimed to uncover the
nuanced ways in which various Earnings Management techniques, such as income smoothing,
earnings management, related party transactions, and changes in accounting policies, and tax
manipulation, impact shareholder wealth. Furthermore, it investigated the role of whistle-blowing
disclosure as a moderating factor in curbing the negative effects of these practices.

The findings confirm that while Earnings Management may offer short-term gains in terms of stock
prices, dividends, and market perception, it ultimately undermines long-term shareholder value.
Practices like income smoothing and earnings management can mislead investors about the true
financial health of banks, resulting in increased market volatility and diminished investor
confidence once discrepancies are uncovered. Related party transactions, if not properly disclosed,
exacerbate conflicts of interest and contribute to the erosion of shareholder wealth.

Based on the findings and conclusions of this study, several recommendations are made to enhance
the integrity of financial reporting and safeguard shareholders’ value in the Nigerian banking
sector:

i.  Enhancing Regulatory Oversight. Regulatory bodies such as the Central Bank of Nigeria
(CBN) and the Securities and Exchange Commission (SEC) should enhance their oversight
and enforcement mechanisms to ensure compliance with accounting standards and
transparency in financial reporting. More stringent penalties for manipulative accounting
practices, including tax manipulation and related-party transactions, should be introduced
to deter unethical behavior.

ii.  Improved Financial Literacy for Investors. A key factor in the erosion of shareholder value
is the lack of financial literacy among investors. To protect their interests, it is
recommended that investors be provided with more education on how to interpret financial
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statements, identify potential red flags in earnings quality, and assess the long-term
sustainability of firms. This can be achieved through training programs, workshops, and
easy-to-understand reporting.
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