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Abstract

As a result of the nature of the economy gap may exist between book value per share and earnings per share when there
is a decrease in market value of the companies. This paper examines the effect of intangible assists and value relevance
of accounting information of the listed non -financial companies in Nigeria. This study used correlational and Ex-post
facto research design where Olhson (1995) model was adopted. The data was source secondarily on Earnings per share
(EPS), Book value per share (BVPS), intangible assets per share (INPS) and price per Share (PPS). The population of
the study is 76 manufacturing firms that were listed on the Nigeria Stock Exchange over the period (2012 to 2019). The
General least square (GLS) regression model documented that Earnings per share (EPS), Book value per share (BVPS),
and intangible assets per share (INPS) and price per Share (PPS) are value relevance. The study therefore,
recommends that regulatory authority and standard setter such as The FRCN, SEC and NSE should enforce adherence
to specific period of time that the annual audited financial reports of all listed firms should be submitted so that investor
can determine the performance of the companies through BVPS and EPS. Also, managers are expected to have positive
disposition with regard to their disclosure so that the firms’ financial statement reveals the real value of intangible
assets in the companies.

Keywords: Book value per share, earnings per share, intangible assets and price per share.

Introduction liabilities and equity for taking any economic decision has
Accounting is considered as one of the vital means used by been expressed and considered in literature as value
corporate firms in communicating to the users the financial relevance (Benjamin, 2017). This means the concept of
position of a firm. Users of accounting information value relevance is used to reflect the main function of
analyze assets, liabilities and equity of the firms in order to accounting numbers such as book value per share, earnings
make accurate economic decisions. This analysis of assets, per share that enable all users of accounting information in
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the valuation of securities to make rational decisions
(BankoleK & Ukolobi, 2020).

In manufacturing companies, there are reasons why it
become necessary to carry out studies on value relevance
and intangible asset, one of the reason is the information
content it possess for the investors about the current share
price and performance of the companies. This indicates
that once the accounting information are prepared in a
prudent manner, it high quality would aids investors in
making optimal economic  investment  decision
(Alade,2018). Also, the standard setters and regulatory
authority like FRCN, NSE, SEC may use the accounting
numbers in order to get information with regard to firms
financial performance and position.

Furthermore, in recent time, business activities have been
moving towards knowledge-based where investment in
intangible assets has remained relevant not only for the
production of goods, but for the value creation and
manipulation that increase the market value per share of
the firms. Therefore, because of this, the significance of
intangible assets shows that there is a need for firms to
invest and reflect the intangibles assets in their financial
position Nik and Norhayati (2019). Thus, gap may exist
between book value per share and earnings per share when
there is a decrease in market value of the companies since
all economic activities undertaken within the reported
period may show the state of financial performance and
position of the companies. This shows that, the subjective
nature of intangible assets makes the valuation process
more difficulty. Therefore, this requires investigation
about their effect on the current financial statements and
position of the listed manufacturing firms in Nigeria.

Research Questions

To achieve the research goal of study, there is a need to
ask questions that provide structure to the research process
and serve as guide for the attainment of research
objectives. In line with this, the following research
guestions are raised:
i To what extent do intangible assets affect
value relevance of accounting information in
the Nigeria manufacturing sector?

ii. What is the effect of book value per on value
relevance of accounting information in the
manufacturing sector in Nigeria?

iii. To what extent do earnings per share affect
value relevance of accounting information in
the Nigeria manufacturing sector?

Objectives of the Study

The main objective of the study is to evaluate the value

relevance of intangible assets of listed manufacturing firms

in Nigeria. The specific objectives are to:

i. Examine the effect of intangible assets on value
relevance of accounting information in the Nigeria
manufacturing sector?

ii. Assess the effect of book value per share on value
relevance of accounting information in the Nigeria
manufacturing sector?

iii. Examine the effect of earnings per share on value
relevance of accounting information in the Nigeria
manufacturing sector?

Hypotheses of the Study

In line with the problem and objectives of this study, the
following hypotheses are formulated in null form:

Hox Intangible assets have no significant effect on
value relevance of accounting information in the Nigeria
manufacturing sector.

Ho,  book value per share has no significant effect on
value relevance of accounting information in the
Nigeria manufacturing sector.

Hos  earnings per share has no significant effect on
value relevance of accounting information in the
Nigeria manufacturing sector.

Concepts of Book Value Per Share

Nik and Norhayat (2019) defined book value as the ability
of accounting numbers to show the incremental effect of
market value of security, in the security market. Ali,
Maher and Abdelfettah (2018) affirm that it encompasses
the changes in book value per share in relation to share
price. Olubukola, Uwalomwa, Jimoh, Ebeguki and,
Olufemi (2016) assert that value relevance is an idea and
pillars that are related to relevance and reliability. In this
content, it means the difference among book value per
share, earnings per share and share price. Sami (2016),
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defines value relevance as the accounting information that
summarized information concerning accounting numbers
and underlying share prices. Olugbenga and Atanda (2014)
opine that book value per share is defined as the measures
of the strength of relationship between market value, book
value and earnings per share of the firm. The basic feature
in this definition is the concepts of accounting number that
is related to security market value per share.

Concepts of Earning Per Share

Ali, Maher and Abdelfettah 2018) opined that earning per
share is closely related to accounting numbers. In their
view earnings per share centers on the accounting
information that is important in determining stock price or
stock return. BankoleK and Ukolobi (2020) stated that in
accounting, earnings per share can be referring to as after-
tax net income divided by number of share issued. To the
investors it is the main determinant of its share price; this
is because earnings per share will indicate to the users of
information how profitable and successful the business is
performing in the long run. That means earnings per share
ratio for evaluating the prices of the shares. Habeeb and
Athambawa (2015) view the concepts of earnings per
share in relation to accounting information and as a
determinant of stock price and return. That means listed
companies needs to improve on the quality of earnings
reported, since it has a stronger ability to explaining share
prices of firm.

Concepts of Intangible Assets

There is no consensus on the definition of intangible assets
in accounting literature, but in most cases a wide range of
expressions are used to describe the same phenomenon and
its different aspects. Haji and Ghazali, (2018) define
intangible asset as non-physical assets of the organization
that cannot be touched or physically handle. In the words
of Robert (2014), intangible assets are non-physical asset
of the companies that cannot be seen or touched. Nik and
Norhayati (2019) view intangible assets as those non-
monetary assets of a company which are not seen, touched
and at the sometime physically measured. However,
International Accounting Standard (IAS 38) explains the
way intangible assets should be valued using its feature
such as intangibility, controllability and flow of economic
benefits.

Value Relevance of Intangible Assets

Several empirical studies have been carried out on the
value relevance and intangible assets of listed companies
in different parts of the globe. For instance Yulia (2021)
examine the effects of intangibles on market value of 340
Russian listed manufacturing companies over the period
2009-2018. The study used operating revenue as the
independent variable, while fixed assets, other assets;
intangible assets were used as proxies for independent
variables. The result of the study indicates a significant
market value of the firms. Saheed, Norfadzilah, Johnson
and Abdullahi (2021) evaluate the effect of value
relevance and timely loss recognition and IFRS adoption.
The study used 63 non-financial companies’ annual reports
listed on the Nigerian Stock Exchange (NSE) over the
period 2008 to 2018. The study used 5years pre-adoption
and 5years post adoption. Multiple linear regressions were
used in analyzing the collected data via STATA software.
The result shows a significant increase in the value
relevance of financial reports after IFRS adoption.
Mohaimen (2021) investigate the value relevance of
accounting information under integrated reporting (IR) in a
comparative mandatory and voluntary setting. The study
used listed farms in Europe listed manufacturing
companies over the period 2011 to 2019. The study made
used of multiplicative log-linear model in the measurement
which is a novel technique that mitigates the shortcomings
of traditional value relevance models. The result of the
study show that value relevance of accounting information
increases after the implementation of IR in the mandatory
setting.

Book value per share

Ogbodo, Osisioma and Benjamin (2020) investigate the
relationship between value relevance of accounting
information and share price of 60 listed manufacturing
companies on the Nigerian Stock Exchange (NSE)
spanning the period 2010-2019. Ordinary Least Square
(OLS) regression analysis and Granger Causality test was
used with the aid of E-View 9.0 in analyzing the data. The
results of the study revealed that there is a significant
positive relationship between book value per share,
earnings per share and the Share Price. Abdalrahman



POLAC ECONOMICT REVIEW (PER)/Vol.2, No. 2 DECEMBER 2022/ISSN PRINT: 2814-0842; ISSN ONLINE: 2756-4428

(2019) examine the relationship between book value,
earnings per share, dividend per share, leverage ratio
leverage ratio and share price using the non-financial firms
of Turkey that were listed on the Borsa Istanbul over the
period (2008-2017). The study employed the uses of
Olhson (1995) model in analyzing the panel data. The
result of the study indicates a significant positive
relationship between book value per share, earnings per
share, dividend per share and share price. However,
leverage ratio leverage ratio show insignificant and
negative relationship with stock prices. Akadakpo and
Mgbame (2018) examine the relationship between book
value per share, earnings per share of accounting
information and price per share using the moderating
effect of timeliness over the period of 2011 — 2014). The
data were analysize using multiple panel approach. The
results of the study indicate an insignificant relationship
between earnings per share and price per share. While,
dividend and cash flow have a negative and insignificant
effect on price per share, but book value per share

Earnings per share

Bankole and Ukolobi (2020) investigate the value
relevance of accounting information using 52 financial
service companies listed in the Nigerian Stock exchange
over the period 2012-2018. The study used Eviews 10 as a
tool of analyzing the data. The result of the study shows
negative and insignificant relationship between book value
per share, dividend per share, earnings per share, return on
equity, leverage and cash flow and share price. Yeboah
(2020) investigate the impact of accounting information
environment and the IFRS adoption effect on capital

| Book value Per Share
| Earnings Per Share

—

structure,  corporate  firm and  macroeconomic
performances of 49 listed agricultural, construction,
manufacturing and mining firms in the Republic of South
Africa over the period 2001 to 2014. The results of the
study indicate that IFRS adoption significantly increases
the return on investment capital, earnings per share and
operations margins. Lyndon and Ebipuado (2019)
investigate the value relevance of accounting information
using Unilever Nigeria PLC and a multinational company
listed on the Nigerian Stock Exchange under the consumer
goods sector over the period 2009 to 2018. The study
employed the uses of influential statistics and linear
regression analysis which is based on the ordinary least
squares method as techniques for data analysis. The
findings of the study indicate that earnings per share and
dividend per share have insignificantly relationship with
price per share.

Theoretical Framework

Spence (1973) and Morris (1987) said signaling theory
emerged in order to address the problem of information
asymmetries between the preparers of financial reports and
users in the capital markets. These information
asymmetries can be reduced once if more signaling
information would be send to others (Morris, 1987). This
applies to value relevance and intangible asset where
Holthausen and Watts (2001) opines that without theories
to interpret empirical association of value relevance of
intangible asset, there would be limited implications or
inferences for standard setting. Therefore, this theory was
selected to underpin the value relevance of intangible asset
using listed manufacturing in Nigerian.

Price Per Share

.
»

| Intangible Assets Per Share —

Fig. 1 Conceptual Model
Source: Designed by the Author, 2019

Methodology

This paper adopts correlational research design and the
population of the study comprised of seventy six (76)
manufacturing firms with sample is 45 companies listed on

the Nigerian Stock Exchange firm January 2012 to 31st
December 2019. Inferential statistics were performed
which employed the balance panel least square regression
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model. The study used invariant Ohlson’s (1995) price

valuation model.

Model Specification

PPSi= ot B1BVPSii+ B.EPSi+ B4INPS;; +eit -
Where:

Bo = Constant or intercept

PPS;; — Stock price 3 months after the end of fiscal year.

D)

Where:

PPSit = Share price

EPSit = Earnings per share of firm i at time t.

BVPSit = Book value per share of firm i at time t.
INPSit =Intangible Assets Per Share of firm i at time t.
B,.3 = Coefficient of explanatory variables

eit = Error terms

Table 1: Variables of the Study and their Measurement
Variable Variable Type Variable Measurement Sources
Acronym Name
PPS; Price Per Dependent The price of shares of listed Manufacturing Eko,2004,
Share firms three months after the fiscal year Akpaka et
al (2014)
BVPS; Book value | Independent | The Book value per share (BVPS) is defined as | Eko,2004,
per share total asset less total liabilities divided by the | Ohlson
number of outstanding share. (1995),
EPS; Earnings Independent | Earnings per Share (EPS) profit after tax | Eko,2004,
per share divided by the number of outstanding share | Ohlson
Issued. (1995),
INPS;; Intangible | Independent Kimouche
Asset per Net amount of intangible assets at year-end in | and
share the financial statement divided by number of | Rouabhi(20
outstanding share issued. 16);

Sources compiled by the author, (2019)

Table 1 reports the summary of intangible assets
accounting information variable and price per share of
Table 2: Descriptive Statistics

listed manufacturing firms in Nigeria over the period
(2012-2019).

Variable Obs Mean Std.dev. Min Max Skewness | Kurtosis
PPS 358 2.254 1.606 0.010 6.957 0.000 0.003
BVPS 358 2.661 0.252 1.614 3.636 0.035 0.004
EPS 358 1.361 1.372 0.060 9.700 0.000 0.000
INPS 358 2.778 .260 0.000 0.316 0.000 0.000

Source: Computed and Compiled by Author, 2019

The average price per share recorded as presented in the
distribution for PPS, BVPS, EPS and INPS is
(N2.254,2.661,1.361 and 2.778) with the standard
deviation of (N1.606, .252, 1.372 and260). This indicates
that the data is spread across the mean of PPS, BVPS,EPS
and INPS as it influence the PPS of listed manufacturing
firms in Nigeria which differs from one company to the
other respectively. The highest price per share recorded is

N9.70K, while the minimum is NO.010K. This support the
finding of Saheed et al. (2021) and Yalia(2020) who
carried out the study in Nigeria. The implication is that
generally, the Nigerian listed firms with regard to their
market values per share are not concentrated around same
value, suggesting how widely different the firms are
valued by the market participants at the stock market.

Table 3: Correlation Matrices of Variables of the Study

Variables PPS BVPS EPS GWPS
PPS 1.000
BVPS -0.548* 1.000
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EPS

0.144*

-0.023

1.000

INPS

-0.019

0.471*

0.079

1.000

Source: Computed and Compiled by Author, 2019
Table 3 shows the relationship between the variables used
for analysis. On the contrary, PPS has a negative
correlation with BVPS and INPS which has a coefficient
of (-0.548* and -0.019) respectively. This shows that
despite an increase in PPS results there is a decrease in
book value per share and intangible assets per share of
listed manufacturing firms in Nigeria because some
companies made losses. The relationship between PPS and

EPS is positive and strong with a coefficient of 0.144*,
this demonstrates that PPS has increases as EPS increase.
This is actually expected as a firm with high earnings is
supposed to have a high price for its shares. EPS has a
negative relationship with BVPS and coefficient of -0.023.
However its relationship with intangible assets per share is
positive.

Table 4: Summary of the Panel Corrected Standard Errors Model one

Variable Beta Coeff T-value Prob VIF 1VIF
Constant 7.112 9.09 0.000

BVPS -3.873 -8.66 0.000 1.18 0.847
EPS 0.103 2.97 0.003 1.18 0.848
INPS 1.166 3.60 0.000 1.00 0.999
R 0.34

Prob. 0.000

Source: Computed and Compiled by Author, 2019

The results in table 4 show that the beta coefficient for
PPS, BVPS, is (7.112,-3.873,) and its t-value is (9.09, -
8.66,) with a significant value of (0.000)1%. This signifies
that despite the fact that BVPS show a negative coefficient
it is still considered as normal as information behavioral
theory play a great role in interpreting the book value per
share when is reported as negative this can simply be
attributed to economic crisis experience during the period
of the study (Akerlof, 1970; Hail, 2013 and Lam et al.,
2013). The findings are in line with the work of
(Abdalrahman, 2019, Akadakpo and Mgbame, 2018 and
ogbodo, Osisioma & Benjamin, 2020).

The EPS in table 4 show that the beta coefficient for EPS
is (0.103) and its t-value is (2.97) with a significant value
of (0.003)1%. The positive coefficient indicates that there
is an increase in share price which attracted the investors
of listed manufacturing firms in Nigeria. Therefore, the
significant level of one percent provide us with strong
evidence of the rejecting the hypotheses two of the study.
The finding is in line with the studies of (Bankole &

Ukolobi, 2020, Yeboah, 2020 and Lyndon & Ebipuado,
2019).

The EPS in table 4 show that the beta coefficient for INPS
is (1.166) and its t-value is (3.60) with a significant value
of (0.000)1%. Also, the positive coefficient indicates that
there is positive deposition of intangible assets in
indicating to the investors the direction of the performance
of the companies despite recession and economic crisis
experience. Therefore, the significant level of one percent
provide us with strong evidence of the rejecting the
hypotheses three of the study. The finding is in line with
the studies of (Yulia, 2021, Saheed et al. 2021 &
Mohaimen, 2021).

The VIFs and 1/VIF are used to check for the
multicollinearity. The VIFs indicate that the explain
variable has a strong linear relationship with the
explainatory variables and the 1/VIF is the reciprocal,
(Field, 2005). Thus, the rule of thumb generally indicates
that VIF greater than 10 and a tolerance value less than 0.1
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or 0.2 would show that multicollinearity is a concern in the
case of multiple regression models because it decreases the
reliability of the empirical result (Field, 2005). From the
result of the analysis, it can be deduced that, there is no
evidence of severe multicollinearity for the variables
BVPS, EPS and INPS as there is no VIFs exceeding 10
and tolerance statistics below 0.1.

The cumulative results above put together show that the
degree of association of the coefficient of variation/
determination (R?) value of 0.34 shows that the cumulative
influence of regressors are able to provide explanation for
the variation in the regressand up to about 30% as
indicated by the value of the R® and remaining 66% is
controlled by other factors. However, the above result
clearly reveals that 34 per cent of variations in price per
share is dependent on intangible asset per share other
variables constant. This implies that intangible asset per
share is value relevant.

Conclusions and Recommendations
The study indicates that BVPS has negative relationship
with PPS, but EPS and INPS shows that they are positive
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