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Abstract

The market information particularly market value of a firm is investigated why there have been mismatch disclosures despite the quality of audit metrics. Our main objective is to examine the effect of audit quality measures on market value of listed Manufacturing firms in Nigeria. Secondary data are sourced from the annual reports and accounts of twenty six (26) firms selected out of thirty two manufacturing firms quoted on the Nigerian Exchange Group as at October 15, 2025. The sampled manufacturing firms comprise of ten (10) industrial goods and sixteen (16) consumer goods. The study covers 2020 to 2024 where ex – post facto research design, purposive sampling, Signaling Theory are adopted and e-view 9.5 statistical tool is used for the analysis. Audit quality metrics is proxy by audit firm size, audit tenure, audit fees with control variables as foreign affiliation and firm size while market value is proxy by closing market share price.  Our findings reveal that audit firm size and audit tenure have a negative and positive relationship respectively and both insignificantly influence the market value while audit fees has a positive relationship with significant influence on market value of listed manufacturing firms in Nigeria. Combined effect of audit quality metrics, instead of individual metric, show, overall joint positive significant effect on the market value (F value is 4.257; P (F-statistic) is .001). In conclusion, market does not automatically assign higher value to manufacturing firms and less emphasis may be placed on reputational signals of whether or not Big 4. Contrarily, firms should place more attention on audit fees whenever engaging an audit firm with our policy recommendation that the study provides evidenced – based insights which are relevant for the attention of capital market and financial reporting regulators including professional accounting bodies in Nigeria. Further research may expand the scope to other sectors and exploring non – financial audit metrics such as environmental & social governance (ESG factors.     
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1.0
Introduction
Firms in the manufacturing sector contribute greater production quota to a nation and international environment in terms of increasing gross output and provision of employment opportunities but this sector has been dragging behind in the Nigerian context which in turn the financial information disclosed about the market information verified and certified by the audit quality metrics are being questionable which is not attracting foreign investors into the country (Osevwe-Okoroyibo, Ofor & Orjinta, 2021). Capital market refers to a platform where firms get funds by attracting respective investors. The revealed information on the market value is however influencing the interest-reliance of such investors. Market closing share price of a firm is largely considered to be market value as firm go public so that their stocks can be traded in the capital market in order to attract local and international investors where information are announced, certified and disseminated to the investors in order to make viable economic decisions (Eramus & Akani, 2021). The point to which the information is certified by independent professionals is to establish reliability, relevance and sufficiency of the accounting information to different users of such information in making their respective decisions.

Ogbu, Ibiang and Egwuma (2024) articulated that market value is the price that stock would fetch in the capital market that is being expressed in terms of closing stock quotation price. Credibility of disclosures in the financial reports has been a major issue of concern regarding failure of audit process (Saleh, Ahmed & Semir, 2023). Another control component of protecting the interest of the users is the auditing of annual report and accounts, which is used to ensure that they are not exposed to any material misstatements (Ugwunta, Ugwuanyi & Ngwa, 2018).

Market value is a sound notion that investors trust in setting the position of stocks of an entity. Growth in the market value of a firm enhances confidence level of an investor since the predictor of future prospects of a firm, relies on the indicator of its share price. The shareholders would have the greatest prosperity in the company in case the share price appreciates. The higher the share price of a company, the better the prosperity to the shareholders. Stock price increases or decline in the capital market is also an interesting phenomenon. It is confirmed that a company with better performance conveys good messages to the market players via the reporting of its financial data.

Oyewo, Ajibola and Ajape (2020), the consultancy firms are bound to apply professional competency and due care when undertaking their engagements. The size of the firm, foreign network connection and scope of operation, either Big4 or non-Big4 audit firms characterize consulting firms.

Indicators of audit quality are key areas of concern of useful instruments in determining the efficiency of an audit engagement. The indicators are quantified based on the size of the audit firm, audit firm tenure, professional competence, and the time of executing engagement of which the indicators assist in determining the ability to detect and prevent irregularities in the financial statements (Awodiji, Adeyemi & Okpala, 2025).

The quality of the audit as defined by the diligence and accuracy observed in conducting the audit process makes financial reports more credible as the material misstatements are identified and corrected. The quality of audit will be high and will minimize financial risks and enhance the level of confidence in the capital markets (Owolabi & Babarinde, 2020; Oyedokun, Idowu, Abiodun - Afolabi & Eso, 2024). The role of auditors is very important as it identifies the defalcations and makes sure that regulations are followed, which enhance financial performance and the sustainability of the business in general. The quality of audit can be discussed in three aspects: the clients firm (size, profitability, board structure, audit committee, ownership, and capital structure); the factors of audit and audit firm (independence of an auditor, size of the firm, audit term, audit fee, and reputation of the auditors); and the outside factors (regulation environment, external auditors, audit context) (Sari, 2018). We are mostly concerned with linking the quality metrics of auditing in relation to the market conditions whereby the emphasis is to examine the above problem. The investors are only dependent on the fact that the financial information disclosures have been certified. The reports circulated by auditing exercise of a specific firm where the information about market value of a firm is stated and affirmed on the face of the financial highlights of such a firm, provide assurance to the investors (Erasmus & Akani, 2021).
2.0
Literature Review
Market Value

Osevwe-Okoroyibo et al. (2021) described market value as the value that an asset or security is valued which is determined by market value per share. Market price per share, price to earnings, market capitalization are some of the measures that are used to determine market value. Eramus and Akani (2021) discussed that market value refers to the value that an asset will be recorded in the financial statements or the price at which a stock is being valued in the capital market. As well as the price which a stock would fetch the investment community.

Habib and Jiang (2014) defined that market value is the prevailing share value held by stockholders and it usually means as stock quotation price of share of a public company being quoted on the stock exchange market. 
Market Share Price

Ugwunta et al. (2018), share price is the price per share of the stock of a firm company on the floor of the capital market where two positions are involved in the expression of the price of shares in the capital market. The price per share can be attributed to the data that is received in the stock exchange and the measure that is stated in the financial report of a company. To a larger extent, the measure is that the share price is calculated based on the quantity of changes in price right after the release of the concerned information on stock.

Audit Quality Metrics

Oyedokun et al. (2024) explained that auditing is a process of doing verification of accounting and financial information as reported in the chart of accounts and financial statements, making sure that the information are relevant and reliable in making economic decisions as made by the users. An audit can simply be regarded as the independent scrutiny of the financial statements and material accounting policies of an entity in compliance with the regulation standards and opinion of auditors written on the same. In this respect, the audit quality metrics are categorized below as audit fees, audit tenure, audit type/firm size, audit specialization, audit independence, audit/professional competence and the control variables include leverage, firm/company size, foreign affiliation and growth opportunity.

Audit Firm Size

The size of an audit firm is represented by the type of a firm that is being engaged in providing statutory audit for a particular company and the size of such an audit firm is determined based on its categories, total assets, number of employees, and level of turnover client’s base. The firm size is broadly categorized as big4 or non-Big4 audit firm. Audit quality is achieved base on the degree of thorough audit engagement conducted regardless of the type of audit firms (Alu et al., 2022). 
Audit Tenure

Audit firm tenure is the number of years that an audit firm has been dealing with a company. It is merely referred to as years of client based - engagement relationship. This is a critical period to an audit exercise since the longer or shorter the relationship the more or the less the relationship will affect such organization. Over the years, the issue of service years in a client has been debated seriously even when it was formalized in the code of corporate governance 2018 that the audit firm should be rotated on a given period bases. Oladutire and Olabisi (2023) identified areas of audit quality as emphasized that poor quality of an audit is possibly because of the unskilled workforce, inappropriate audit program, reduced audit fee, absence of compulsory continuous professional education program as conducted by ICAN, ANAN and FRCN and high quality audit is possibly because of experience and familiarity of audit team and engagement partner in an audit assignment.

Audit Fees

The fees are the value that an auditing firm negotiated with a firm on the basis of the provision of statutory audit that defines the degree or the extent of the audit service delivery. Many researchers have raised different questions that claim whether an audit quality is dependent on the audit fees. The charges might depend on the kind of service needed, knowledge required and risk incurred (Ashibogwu & Bankole, 2018).

The amount of audit fees charged should be comparable with the minimum requirements of statutory fees provided by the professional accounting bodies in Nigeria (ICAN & ANAN).

Oladutire and Olabisi (2023) described audit fees as the money given to an annual audit, which applies to the examination of financial statements of a company indicating that such money could be changed based on the complexity of the services.

Foreign Affiliation

This represents an international connection that a particular audit firm has which is a global connection to enhance audit procedures and was adopted from the work of (Ajape & Adelowotan, 2025). The essence is to examine the contribution of foreign affiliation with any audit firm in the course of providing auditing and assurance engagement.  It enables audit firms to gain access to skilled personnel, advancement in technologies and other audit tools. These affiliations are intended to promote consistent audit quality and transparency globally and improve the local audit firms’ reputation.

Firm Size

Firm size is the price of the asset that a business has at a certain time. The size of the firm, as Babalola (2013) assertion depends on the evaluation made to those concerned, consequently large companies firms perform more effectively than small-sized companies. As it was explained by Setiadharma and Machali (2017) stated that a large-sized firm demonstrates the aspect of growth which sends a signal to the investors.

Felix and Aruna, (2021) the size of the firm can be attributed to the number of employees in a firm, attributable sales per firm, and firm value added. The degree of business activities of a company as Rahman and Yilun (2021) argued that it is equivalent to the size of the firm. 2.2 Theoretical Framework

The agency theory, resource based theory and signaling theory are some of the theories that have been consulted. The signaling theory was chosen in our study since audit quality of financial disclosures included in the financial reports send a signal to the users of the financial statements.
Signaling Theory

In 1973, Michael Spence put forward the theory claiming that the information released in the financial reports of a company is a signal of all the business activities on which an investment decision is achieved. It has also been criticized that the theory possesses limited empirical evidence in transmission of signal concerning the initial offer made by a firm (Ogbu et al., 2024; Mwangi, 2024). The involvement of the audit quality measures on the financial statements of a company, however, sends a message to the investors indicating whether the financial statements are reliable or not. Such dependability signal conveys a message of reliability of financial disclosure of the firm to the stakeholders.

Empirical Review

Audit Firm size and market value.

Bashir and Oladejo (2019) have studied the connection between the quality of the audit and the earnings management behavior of the oil and gas companies listed on the Nigeria Stock Exchange (NSE) that was carried out in 2014-2018. They used Ordinary Least Square (OLS) regression with Discretionary Accruals and E-views 8.1 as the data analysis tool in their study where auditor industry specialization and auditor independence proxy audit quality. Their findings had positive and significant relationship on independence of auditors and earnings management and no significant relationship of the size of the audit firm and specialization in the audit industry. Baffa et al. (2023) investigated the auditor tenure, audit firm size and value relevance of accounting information of quoted firms in Nigeria where secondary data was collected in annual reporting and accounts of 124 quoted firms in Nigerian Exchange Group floor. Their findings revealed that the auditor tenure and the audit firm size introduced significant positive influence on market reactions in the first month following annual reports and accounts release of sampled firms that reported that, auditor tenure and audit firm size were value relevant to users of accounting information in Nigeria. 
Ivungu, Anande and Ogirah (2019) assessed the effect of audit quality on firm’s performance: A review of Literature. They examined some of the literatures on the concepts, theories as well as empirical studies that relate to the audit quality and performance of the firm. Their study discovered that the measures in audit quality applied in the literatures had different methodologies that include audit firm size, audit firm rotation, audit opinion, audit fees, audit tenure and auditor independence wherein firm performance is measured based on financial and market performance of the firm. In their past studies, they have shown that quality of audits either affect performance of a firm negatively or positively.  
Ugwunta et al. (2018) also tested the effect of audit quality on the market price of companies on Nigerian stock market in 2011-2015 with the aim of examining the effect of the audit quality on the share prices of oil and gas companies in Nigeria where they applied the regression and covariance analysis. They also discovered that composition of the audit committee, independence of auditor and the type of auditor firm is found to have a positive and significant influence over the market prices of the quoted oil and gas companies which is also evident through the covariance analysis but not through the tenure of external auditors has adverse impact on the market price of shares. 
Awodiji et al. (2025) tested the influence of quality indicators of audit on financial outcomes of a sample of Nigeria based listed manufacturing company in the period 2019-2023. Their research design is ex-post facto research design and panel analysis which targeted listed manufacturing companies in Nigeria. Their findings showed that the factor of audit quality indicators has low impact on financial performance of the firms as shown by their significance that Big 4 audit firms did not significantly outperform non-Big 4 firms in terms of financial performance. 
In a study carried out by Habib and Jiang (2014) to measure the quality of audit and market pricing of earnings and earnings components in China, the level of audit firm designation that was of interest in their study involved International Big 4 audit firms, local top 10 audit firms and the local second-tier audit firms. They proxy incomes by being represented in terms of accruals and cash flows items and the accruals further reclassified into discretionary and non-discretionary accruals. They conducted their research in the period 2002-2011 where they uncovered that earnings and its nature are priced by the Chinese stock market and Big 4 audit firm is not a source of incremental benefit to clients in terms of market pricing of the financial numbers of clients and local top10 audit firm is not a source of incremental benefit on the prices of earnings in China. As observed, size/type of an audit firm does have a great part to play in audit engagement of a company or not.

H01: The size of the audit firms does not play any important role in the market value of the listed manufacturing firms in Nigeria.

Audit Tenure and Market Value.

The article of Ajape and Adelowotan (2025) is devoted to such issue in Nigeria as earnings management of non-financial companies: Does audit quality holds? By stating that their research was conducted between 2012 and 2021, they implied that the activities of an audit engagement are continuously being questioned over the years by having a material misstatement in the financial statements. Measures of quality of the audits were measured in terms of audit fees where audit tenure was the control variables including leverage, leverage, firm size and foreign affiliation. Under their research, they selected 30 non-financial listed firms by the Nigerian Exchange Group under the assumption of ex-post facto research design under purposive non-probability sampling technique and found that; the quality of audit criteria did not significantly influence the actual earnings management practice of the organizations under study. The level of audit fee paid, years of the auditor-client relationship, and the nature of an industry-based auditor would not be of relevance towards preventing or uncovering the existence of real controls of the earnings in the listed non-financial companies in Nigeria. 
Okpala and Adewumi (2024) reviewed the quality of audit attributes and the financial performance of the listed companies in Nigeria between 2015 and 2021. Their study was on impact on financial performance (Earnings Before Interests and Taxes) of the sampled manufacturing firms in Nigeria (taking secondary data) which sampled through purposive sampling technique and on audit quality related factors (audit fees, audit firm rotation, audit firm period and auditor status). They employed Hausman and the Breusch-Pagan Lagrange Multiplier Test in order to assess the appropriateness of the Panel computed Generalized Least Squares in estimating the regression parameters to test the hypotheses. According to them, margin of Earnings Before interest and Taxes of the Nigerian listed firms was positively related to the audit fee. The positive correlation of the change in earnings before interest and taxes as a result of switching audit firms is positive but not significant compared to audit tenure which had a negative but not significant correlation between audit status and profits before interest and taxes as well as positive but not significant between audit status and profit before interest and taxes. Oyedokun et al (2024) sampled between 2017 and 2021 and examined the quality of the audit and the earnings per share of the listed Insurance companies applied to the insurance companies in Nigeria. In their research, audit quality was taken as audit fees, auditor independence, and audit firm size where they determined that audit fees significantly influence earnings per share positively but significantly whereas auditor independence influence earnings per share negatively yet significantly. Also, the earnings per share have positive effects on the size of the audit firm. Awa and Obinabo (2020) examined the effect of quality of the audit to shareholder earnings of the listed industrial goods companies in Nigeria where the study covers the period between 2012 and 2018 where the study employed ex-post facto research design and panel data regression model that was used to analyze the data in the study. The independence of auditors, as well as the size of an audit firm, has a positive and significant effect on the earnings of the shareholders of the listed industrial goods firms in Nigeria and the tenure of the auditors also has a negative and insignificant effect on the earnings of the shareholders of the listed industrial goods firms in Nigeria. 

H02:
Audit tenure has no significant influence on market value of listed manufacturing firms in Nigeria.
Audit Fees and Market Value

Gandia and Huguet (2020) analyzed audit fees and earnings management: the variation depending on the type of audit in which they tested the influence of audit fees on the quality of audit, although measured by the extent of earnings management, is affected by the nature of audit (voluntary vs mandatory) and the impact of audit fees on audit quality varies according to different audits. Their sample of the studied was made up of Spanish small and medium enterprises comprised of voluntarily and mandatory audited companies. They discovered that quality of voluntary audits reported increased with low audit fee but the quality of audits between voluntary and mandatory audits were reversed with increase in audit fees and more effective mandatory audits that are more effective in preventing the earnings management occurs when audit fees are high. 
The article by Osevwe-Okoroyibo et al. (2021) has been examining the quality of audit reports and value of consumer goods firms: Evidence in Nigeria 2010-2020. All-inclusive multivariate analysis was then employed by them to analyze the study with 18 consumer goods listed in Nigeria Exchange Group. Their research design was ex-post facto research and longitudinal where data was collected according to annual reports of the specified consumer goods companies and 3 (3) objectives and hypotheses were tested preliminarily with descriptive statistics, Pearson correlation test and variance inflation factor. They discovered that positive and significant influences of audit fee and auditor education level are on value of quoted consumer goods companies in Nigeria. 
The listed financial services firms in Nigeria were employed by Ogbu et al. (2024), and they were examining the effect of the quality of an audit on market values on listed financial services companies in Nigeria between the 2011-2021 period. Their study followed the ex- post facto research design and purposive sampling but analyzed their data through the panel regression analysis and the descriptive statistics. According to their findings, audit opinion, tenure of audit is a negative factor of no significance, and on the other hand, size of audit firm and fees on audit creates significant effect on the firm market value. 
Ashibogwu and Bankole (2018) tested the predictors of audit quality data in Nigeria between 2010 and 2017 with an aim of testing the determinants of audit quality among oil and gas companies listed in the Nigerian Stock Exchange (NSE). The analysis was done using Ordinary Least Square approach of regression analysis under which E-Views version 7.0 was applied to analyze the data. Their findings showed that the dependent variable (audit quality) is related to auditor fees, audit tenure, size of client, growth rate, leverage and return on total assets. In their research, they suggested that the government should enact legislations to regulate the amount of audit fee and the time frame that external auditor or audit firm should remain in the offices with their client.
Erasmus and Akani (2021) investigated the quality of audit and the market value of quoted banks in Nigeria, which tested the effects of audit fees, the period of audit and the size of audit firm on the market price per share of 2006 2019 on the financial institutions (banks) in Nigeria. In their study, they used judgmental sampling because they selected a sample of twelve banks based on secondary data in audited annual financial report of quoted banks in Nigeria to run the panel least squares regression using pooled effect, fixed effect and random effect as determined by Hausman test. Fixed effect was computed and that was through the use of E-views 10 econometric statistical software. Their findings showed that the audit fees and the audit tenure had negative and significant effects respectively on the market price per share and the audit firm size respectively. 
H03:
Audit fees has no significant influence on market value of listed manufacturing firms in Nigeria
Conceptual Model of the study

This section focus on the conceptualization of the research variables and it provides a platform for achieving the research objective. The conceptual model is adapted from the work of Ajape and Adelowotan (2025); Oyedokun et al. (2024); Ugwunta et al. (2018). The schematic diagram in Fig. 1 explains the conceptualization of the effect of audit quality metrics on market value of listed manufacturing firms in Nigeria.

[image: image1]
From the conceptual framework of this study, audit quality measures (audit firm size, audit tenure, and audit fee) have direct impact to the market value of the listed manufacturing firms in Nigeria (dependent variable). Greater independence, combined with high expertise and rigorous methodology, make larger audit firms, usually Big 4 or its counterparts, more credible, sending investors reduced information asymmetry, and increasing stock prices and firm valuation. The increased audit tenure could result in a strong firm knowledge and efficiency in the firm that could eventually enhance the quality of the audit and investor confidence but at the cost of over tenure due to familiarity threats. Increase in audit fees leads to increase in effort, specialization and rigor, which will justify the premium pricing and be positively correlated with market value through increase in financial reporting reliability. These metrics are synergistic to each other; both high fees and Big 4 size and optimum tenure increase the overall audit quality, reducing agency problems and leading to a continuing growth in market values in the unstable manufacturing industry in Nigeria.

3.0
Methodology
The quantitative research design is adopted using ex-post facto research design which relies on secondary data.  The study considered all the thirty-two (32) consumer and industrial firms in the manufacturing sector listed on the floor of the Nigerian Exchange Group extracted from its website as at October 15, 2025 (source: https://www.ngxgroup.com). The population characteristics are selected among others which are based on specific sub – sector of manufacturing firms: agriculture, conglomerates, healthcare, natural resources, industrial goods and consumer goods. Industrial and consumer goods firms are considered because it represent the larger proportion in the manufacturing sector. Out of the thirty two (32) industrial and consumer goods firms, we sampled twenty (26) firms using purposive (judgmental) sampling technique by employing two criteria which were: firms with complete annual reports and accounts for the period of 2020 to 2024 and firms listed on the Nigerian Exchange Group for five years under study. Ten firms were selected out of twelve industrial goods firms and sixteen firms out of twenty consumer goods which make total sample to be twenty six listed manufacturing firms in Nigeria. 
Table 1: Variable Operationalization and Measurement
	S/N
	Variable 
	Type
	Determinant
	Source
	A-priori Expectations

	1
	Market Value 
	Dependent 
	Measured as closing share price at each accounting year-end.
	Ogbu et al. (2024)
	

	2
	Audit Firm Size
	Independent
	“1” if audited by  Big4 Audit firm while “0” for non Big4
	Baffa et al. (2023)
	Negative (-)

	3
	Audit Tenure
	Independent
	 “1" for Firms that used external auditor for 3 years and "0" for less than 3 years.


	Ogbu, et al. (2024)
	Negative (-)

	4
	Audit fees
	Independent
	Measured as Logarithm of audit fees
	Okpala and Adewumi (2024) 
	Positive (+)

	5
	Firm Size 
	Control 
	Measured as Logarithm of Total Assets
	Ajape and Adelowotan (2025)
	Positive (+)

	6
	Foreign Affiliation
	Control 
	Measured as an audit firm with international network is assigned a score of 1 otherwise 0
	Ajape and Adelowotan (2025)
	Positive (+)


Source: Researchers’ Fieldwork, 2025

Model Specification
We formulated a model suitable for this study using multiple linear regression model. The conceptual model is adapted from the work of Oyedokun et al. (2024). The schematic diagram in Fig. 1 explains the conceptualization of the effect of audit quality metrics on market value of listed manufacturing firms in Nigeria.

Model 1:
MVit = β​​0 + β​​1AFZit + β​​2FATit + β​​3FMZit + Uit
Model
2:
MVit = β​​0 + β​​1AUTit + β​​2FATit + β​​3FMZit + Uit
Model 3

MVit = β​​0 + β​​1AUFit + β​​2FATit + β​​3FMZit + Uit
Model 4:
MVit = β​​0 + β​​1AFZit + β​​2AUTit + β​​3AUFit + β​​4FATit + β​​5FMZit + Uit
Where:

MVit = Market Value of ith firm at time t. 

AFZit = Audit Firm Size ith firm at time t

FATit = Foreign Affiliation of the ith firm at time t

AUTit = Audit Tenure of the ith firm at time t

AUFit = Audit Fees of the ith firm at time t

β​​0 = Intercept term
β​​1 = Regression Coefficient

β​​2, β​​3 = Coefficient representing the control effect of foreign affiliation and firm size respectively 
Uit  = Error term
t = Time period under this study (2020-2024)


4.0
Findings and Discussion
The data for this study, covers the period from 2020 to 2024. The study focused on 26 selected manufacturing firms listed on the Nigerian Exchange Group, including notable industrial goods and consumer goods firms. Key data points extracted from their annual financial statements include Audit Firm Size (AFZ), Audit Fees (AUF), Audit Tenure (AUT), Foreign Affiliation (FAT), Firm Size (FMZ) and Market value (MV).

Descriptive Statistics

Table 2: 
Descriptive Statistics showing summary of Research Variables 
	 
	AFZ
	AUF
	AUT
	FAT
	FMZ
	MV

	 Mean
	         0.81 
	      64,808.76 
	         0.81 
	         0.83 
	        208,000,000.00 
	       115.82 

	 Median
	         1.00 
	      32,515.50 
	         1.00 
	         1.00 
	          74,194,248.00 
	         17.25 

	 Maximum
	         1.00 
	    535,000.00 
	         1.00 
	         1.00 
	    1,310,000,000.00 
	    1,556.00 

	 Minimum
	0.00
	            557.00 
	0.00
	0.00
	               780,500.00 
	            0.51 

	 Std. Dev.
	         0.39 
	    100,322.20 
	         0.39 
	         0.38 
	        296,000,000.00 
	       305.18 

	 Skewness
	-1.60
	3.11
	-1.60
	-1.71
	1.83
	3.59

	 Kurtosis
	3.56
	12.67
	3.56
	3.93
	5.68
	15.16

	 Jarque-Bera
	35.25
	439.99
	35.25
	41.88
	68.49
	664.40

	 p-value
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00


Source: Researchers’ Result, 2025

Where: AFZ = Audit Firm Size, AUF = Audit Fees, AUT = Audit Tenure, FAT = Foreign Affiliation, FMZ = Firm Size, MV= Market Value.

Table 2 provides a descriptive statistic that gives a comprehensive overview of significant variables in the study of the impact of the quality metrics of the audit on the market value of listed manufacturing companies in Nigeria. All variables are evaluated with great care in terms of mean, median, maximum, minimum, standard deviation, skewness, and kurtosis, which are useful in terms of understanding the data distribution.

The mean of Audit Firm Size (AFZ) is 0.81 which implies that there was a balanced distribution of both large and small audit firms. The mean = 1 indicates that most firms are audited by the larger firms, more reputable firms and that the distribution is skewed towards the left (skewness = -1.60). This skew, with a kurtosis of 3.56, suggests that the distribution is marginally platykurtic but there is some hint of higher values, which points to few firms. The Jarque-Bera statistic (35.25) and p-value (0.00) are large indicating that the data does not follow a normal distribution.

The standard deviation of Audit Fees (AUF) is large with a mean of 64,808.76 and a large value of 100,322.20 which means that there is a high variation in fees across the sample. The median fee of 32,515.50 is significantly less than the mean which further indicates the effect of the outliers especially the maximum figure of 535,000.00. The positive skewness (3.11) and the high value of gamma (12.67) depict the strong skew of the right which is right skewed distribution with the concentration of lowering audit fees but with extreme values which hugely compress the centre toward the right.

The median and mean of Audit Tenure (AUT) are 1.00 and 0.81 respectively, which is almost equal distribution between longer audit tenure and shorter audit tenure. The negative value of skewness of -1.60 indicates a skewed distribution towards the left and the firms tend to have extended relationship with their auditors. The Jarque Berra is 35.25 which validates the fact that this data is not normally distributed.

The mean of Foreign Affiliation (FAT) is high (0.83) and most firms have foreign affiliations (median = 1.00), which indicates a high international presence of the firms that have been considered. This is supported by skew of -1.71 and kurtosis of 3.93, which means that most of the firms in the sample are foreign-affiliated, and a few local firms.

Firm Size (FMZ) shows a high level of variation with the mean of 208,000,000.00 and a big standard deviation of 296,000,000.00 implying that there is a big difference in the size of firms under analysis. The skew (1.83) and kurtosis (5.68) represent the moderately positive skew, with a higher percentage of the firms distributed on the smaller side of the size distribution, but with few large firms that drive the mean to the right.

The market value (MV) has a large positive skewness (3.59) and a huge value of kurtosis (15.16) which depicts that the distribution is concentrated to a few high-value firms. This high value of variance is further highlighted by the large standard deviation (305.18) and the maximum value of the market at 1,310,000,000.00. This information is very skewed with few firms taking the key share of the market value.
Table 3
Correlation Matrix 
	 
	AFZ
	AUF
	AUT
	FAT
	FMZ
	MV

	AFZ
	1
	0.396
	0.024
	0.982
	0.181
	0.201

	AUF
	0.396
	1
	-0.001
	0.391
	0.224
	0.091

	AUT
	0.024
	-0.001
	1
	0.032
	0.096
	-0.198

	FAT
	0.982
	0.391
	0.032
	1
	0.172
	0.198

	FMZ
	0.181
	0.224
	0.096
	0.172
	1
	0.137

	MV
	0.201
	0.091
	-0.198
	0.198
	0.137
	1


Source: Researchers’ Result, 2025

In Table 3, the correlation presents an idea of the relationship that existed between the driving variables in this research on the impact of the quality of audit measures on market value of listed manufacturing businesses in Nigeria.

The strong positive relationship of the Audit Firm Size (AFZ) and Foreign Affiliation (FAT) was found using the matrix with a coefficient of 0.982. This implies that the firms with larger audit firms are more likely to be foreign affiliated. However, the existence of such a high level of correlation can be viewed as a cause of alarm and concern of possible multicollinearity that can bias the results of regression. This would be difficult especially where the variables are highly correlated and in such situations one would not know the individual effect of each variable on the dependent variable (market value in this case).

There are also moderate positive relations between the audit Fees (AUF) and AFZ (0.396) and FAT (0.391) and with the Market Value (MV). There is low correlation and statistically non-significant (0.091) relationship between the market value and the audit Fees. The relationship between the Audit Tenure (AUT) and the other variables is generally weak such that the variable are not subjected to the multicollinearity issue.
Inferential Statistics 

Test of Hypotheses 


Hypothesis One: Audit firm size has no significant influence on market value of listed manufacturing firms in Nigeria.
Hausman Test
	Test Summary
	χ² Statistic
	df
	p-value

	Period random effects
	5.08
	3
	.165


Source: Researchers’ Computation, 2025

The Hausman test is used to determine whether to use fixed effects or random effects in a panel data model. The null hypothesis is that random effects are appropriate, while the alternative hypothesis is that fixed effects should be used.

In this case, the Chi-Square statistic is 5.08 with 3 degrees of freedom, and the p-value is 0.165. Since the p-value is greater than 0.05, we fail to reject the null hypothesis, suggesting that random effects are appropriate for this model.

Looking at the variable comparisons, the probability values (AFZ, FAT, LNFMZ) are all above 0.05, indicating no significant differences between fixed and random effects for each variable. Therefore, random effects should be used in this model.

Model Estimation for Hypothesis One

Hypothesis One: Audit firm size has no significant influence on market value of listed manufacturing firms in Nigeria.
Table 4
Regression Result for Model 1
	Variable
	B
	SE
	t
	P

	Constant
	-1.129
	1.583
	-0.713
	.477

	AFZ
	-0.850
	0.842
	-1.009
	.314

	FAT
	2.342
	1.002
	2.337
	.021

	LNFMZ
	0.145
	0.092
	1.571
	.118

	R²
	0.099
	Mean of dependent variable
	.531

	Adjusted R²
	0.077
	Standard Deviation of dependent   variable
	.795

	Standard Error of regression
	0.763
	Durbin-Watson statistic
	1.427

	F-statistic
	4.631
	    
	

	Prob(F-statistic)
	0.004
	
	
	


Source: Researchers’ Result, 2025
The results of the regression model, as shown in Table 4, present the relationship between the audit firm size (AFZ) and the market value (LNMV) of the firms. The coefficient for AFZ is -0.850425, and the p-value is 0.314, which is greater than the typical significance level of 0.05. This indicates that the effect of audit firm size on market value is not statistically significant. The t-statistic for AFZ is -1.009, which further supports this conclusion as it lies below the critical threshold for significance.

Since the p-value (0.314) for AFZ is greater than 0.05, we failed to reject the null hypothesis at the 5% level of significance. Therefore, we conclude that audit firm size has a negative relationship and insignificant influence on the market value of listed manufacturing firms in Nigeria. This result implies that other factors, such as foreign affiliation (FAT), might play a more critical role in determining the market value of these firms because the p-value is 0.021.
Hypothesis Two: Audit tenure has no significant influence on market value of listed manufacturing firms in Nigeria.

Hausman Test
	Test Summary
	χ² Statistic
	df
	p-value

	Period random effects
	5.73
	3
	.125


Source: Researchers’ Computation, 2025
The Hausman test assessed whether the random-effects estimator was consistent by checking if the unobserved cross-section effects were correlated with the regressors. The null hypothesis is that random effects is appropriate (no systematic difference between fixed and random coefficients). Here, the Chi-square statistic is 5.73 (df = 3) with p = 0.125, which is above 0.05. Therefore, we fail to reject the null hypothesis and prefer the random-effects model. The variable-level comparisons also show non-significant differences (all p-values > 0.05), reinforcing that fixed-effects estimates are not statistically different from random-effects.

Table 5
Regression Result Model 2
	Variable
	B
	SE
	t
	P

	Constant
	-1.188
	1.583
	-0.750921
	.454

	AUT
	0.111
	0.217
	0.512574
	.609

	FAT
	1.529
	0.546
	2.797828
	.006

	LNFMZ
	0.142
	0.092
	1.539516
	.126

	R²
	0.095
	Mean of dependent variable
	.540

	Adjusted R²
	0.073
	Standard Deviation of dependent variable
	.798

	Standard Error of regression
	0.768
	Durbin-Watson statistic
	1.405

	F-statistic
	4.422
	
	

	Prob(F-statistic)
	0.005
	
	
	


Source: Researchers’ Result, 2025

Table 5 regression output checked the significance of audit tenure (AUT) in explaining market value (LNMV) without considering any other factor other than foreign affiliation (FAT) and firm size (LNFMZ). The coefficient of AUT reported was positive (b = 0.111) indicating that the longer the audit tenure, the more directional to the high market value was the association. Nevertheless, this was not statistically significant at standard levels of significance since the p-value of AUT was 0.609 which is higher than 0.05. Differently put, the effect of audit tenure as estimates may have been random and not systematic on market value. On the other hand, the positive and statistically significant impact of foreign affiliation (FAT) on market value (b = 1.529; p = 0.006) indicated that older firms were also likely to have higher market values, keeping other variables constant. The size of a firm (LNFMZ) was not significant (p = 0.126). On the model level, the regression was not only significant (F-statistic p = 0.005), but the collective contribution of the explanatory variables to the explanation of the market value was also rather low (Adjusted R2 = 0.073). We did not reject the null hypothesis because p (AUT) = 0.609 is greater than 0.05. Thus, statistical significance depends on the influence of audit tenure on the market value of listed manufacturing firms in Nigeria during the study period was not statistically significant.
Hypothesis Three: Audit fees has no significant influence on market value of listed manufacturing firms in Nigeria

Table 6.1
Hausman Test
	Test Summary
	χ² Statistic
	df
	p-value

	Period random effects
	4.81
	3
	.185


Source: Researchers’ Computation, 2025

The Hausman test assessed whether the random‐effects (RE) estimator was consistent by testing the null hypothesis that the unobserved cross-section effects were uncorrelated with the regressors (so RE is appropriate). With χ² (3) = 4.81 and p = 0.185, the null hypothesis was not rejected at the 5% level. This indicates no significant systematic difference between the fixed-effects (FE) and RE coefficients, so the RE model is preferred for efficiency. The variable-level comparisons also showed non-significant differences (all p-values > 0.05), reinforcing that FE estimates do not materially diverge from RE estimates.
Table 6
Regression Result Model 3
	Variable
	B
	SE
	t
	P

	Constant
	-3.845
	1.854
	-2.073
	.040

	LNAUF
	0.478
	0.182
	2.620
	.009

	FAT
	0.722
	0.612
	1.178
	.240

	LNFMZ
	0.059
	0.098
	0.605
	.545

	R²
	0.135
	Mean of dependent variable
	.509

	Adjusted R²
	0.114
	Standard Deviation of dependent variable
	.787

	Standard Error of regression
	0.740
	Durbin-Watson statistic
	1.482

	F-statistic
	6.568
	    
	

	Prob(F-statistic)
	0.000
	
	
	


Source: Researchers’ Result, 2025
Table 6 was used to test Hypothesis Three: at the traditional 5% level of significance: Audit fees do not significantly affect the market value of listed manufacturing companies in Nigeria. The panel regression (random effects) employed LNMV as a dependent variable and incorporated LNAUF (audit fees) as well as firm-specific controls (FAT and LNFMZ).

The most important parameter on which the hypothesis is being tested is the coefficient on LNAUF. Audit fees had a positive coefficient in the model (b = 0.478) with t-statistic of 2.620 and p-value of 0.009. The null hypothesis was rejected and the effect of audit fees on the market value was statistically significant since 0.0099 is less than 0.05. This would mean that, other things being equal, a rise in audit fees would weaken the market value (in logged terms), which would be expected to mean that the market would interpret an increase in audit fees to be an indicator of increased audit effort, improved quality of reporting, or improved monitoring.

On the model level, the regression was significant in combination (F-statistic = 6.568; Prob (F) = 0.000), which implied that the explanatory variables taken together accounted for the differences in the market value. Nonetheless, the explanatory power (Adjusted R2 = 0.114) was small, implying that the variation in market value was explained by audit fees and the used controls by about 11 percent. The Durbin-Watson value (1.482) indicated weak positive values of autocorrelation. There was a statistically significant and positive effect of audit fees on market value.
Hypothesis Four: Combine effect of audit quality metrics have no significant influence on market value (MV) of listed manufacturing firms in Nigeria.

Hausman Test
	Test Summary
	χ² Statistic
	df
	p-value

	Period random effects
	6.56
	5
	.255


Source: Researchers’ Computation, 2025
The Hausman test assessed whether the random effects estimator was consistent by checking if the unobserved cross-section effects were correlated with the regressors. The null hypothesis is that the preferred model is random effects (no systematic difference between fixed and random coefficients), while the alternative favours fixed effects (correlation exists, making random effects inconsistent).

Here, the test statistic is χ² (5) = 6.562 with p = 0.255, which is above the conventional 5%. Therefore, the null hypothesis is not rejected, implying there is no strong evidence that the cross-section effects are correlated with the explanatory variables.

Consistent with this, each variable-level comparison shows non-significant p-values (all > 0.05), suggesting that the coefficient differences between fixed and random effects are small and statistically unimportant. Hence, the random effects model is appropriate for interpretation and inference in this specification.

Table 7
Regression Result Model 4
	Variable
	B
	SE
	T
	P

	Constant
	-3.987
	1.867
	-2.135
	.034

	AFZ
	-0.980
	0.819
	-1.196
	.233

	LNAUF
	0.494
	0.183
	2.690
	.008

	AUT
	0.116
	0.211
	0.550
	.582

	FAT
	1.699
	1.010
	1.681
	.095

	LNFMZ
	0.052
	0.098
	0.535
	.593

	R²
	0.146
	Mean of dependent variable
	.504

	Adjusted R²
	0.112
	Standard Deviation of dependent variable
	.785

	Standard Error of regression
	0.7401
	Durbin-Watson statistic
	1.500

	F-statistic
	4.257
	    
	

	Prob(F-statistic)
	0.001
	
	
	


Source: Researchers’ Result, 2025

Hypothesis Four stated that the combined effect of audit quality metrics had no significant influence on the market value (MV) of listed manufacturing firms in Nigeria. To test this hypothesis, relevant panel data on market value (proxied as LNMV) and audit quality metrics (AFZ, LNAUF, AUT) were modelled using Panel EGLS (cross-section random effects) at conventional significance levels (5%)
As presented in Table 7, the overall regression model was statistically significant (F-statistic = 4.257; Prob. (F-statistic) = 0.001). This indicates that, taken together, the audit quality metrics jointly explained variations in market value beyond what would be expected by chance. Hence, on the basis of the model’s joint significance, the null hypothesis of “no combined influence” was not supported.

At the individual level, LNAUF showed a positive and significant influence on LNMV (β = 0.494; p = 0.008), implying that increases in this audit quality metric were associated with higher market value. FAT was positive and marginally significant at the 10% level (β = 1.699; p = 0.095), suggesting weaker but notable explanatory contribution. However, AFZ, AUT, and LNFMZ were not statistically significant (p > 0.05), indicating that their independent effects on market value were not strong within this model.

Although the explanatory power was modest (Adjusted R² = 0.112), the evidence from the joint test supports a valid conclusion that we equally failed to accept hypothesis four and the study concluded that audit quality metrics, in combination, significantly influenced the market value of listed manufacturing firms in Nigeria.

The findings of this study provide important insights into the relationship between audit quality attributes and the market value of listed manufacturing firms in Nigeria, and they are discussed in relation to prior empirical evidence.

Foremost, the study revealed that audit firm size does not have a statistically significant effect on the market value of manufacturing firms in Nigeria. This finding aligns with the results of Bashir and Oladejo (2019), who reported that audit firm size had an insignificant relationship with earnings management among Nigerian oil and gas companies, suggesting that large audit firms do not automatically translate into higher perceived firm value. Similarly, Habib and Jiang (2014) found that engagement of Big 4 audit firms did not provide incremental market pricing benefits to firms in China. However, this result contradicts the findings of Baffa et al. (2023) and Awa and Obinabo (2020), both of whom documented a significant positive relationship between audit firm size and market-based measures. These inconsistencies suggest that the value relevance of audit firm size may be sector-specific and influenced by investors’ perceptions within different institutional contexts.

Second, the study found that audit tenure did not significantly influence the market value of listed manufacturing firms during the study period. This outcome is consistent with Ajape and Adelowotan (2025), who reported that auditor tenure did not significantly constrain earnings management in Nigerian non-financial firms. It also aligns with Ogbu et al. (2024), who found a positive but insignificant relationship between audit tenure and market value. In contrast, Baffa et al. (2023) and Ugwunta et al. (2018) reported that audit tenure significantly influenced market reaction and share prices, respectively. The divergence in findings may be attributable to differences in firm type, regulatory enforcement, and investor sensitivity to auditor–client familiarity.

Third, the study established that audit fees have a statistically significant positive influence on market value. This finding supports Osevwe-Okoroyibo et al. (2021), who documented that higher audit fees enhance firm value among consumer goods companies in Nigeria, and Oyedokun et al. (2024), who found audit fees to be positively associated with earnings per share. However, the result contradicts Erasmus and Akani (2021), who reported a negative and insignificant effect of audit fees on market price per share in Nigerian banks, as well as Gandia and Huguet (2020), who observed that higher fees may reflect risk rather than quality in certain contexts.

Finally, the study revealed that audit quality metrics, when combined, significantly influence market value. This holistic result aligns with Ivungu et al. (2019), who emphasized that audit quality proxies jointly affect firm performance, though individual measures may yield mixed effects. It also supports Ogbu et al. (2024), who found that multiple audit quality attributes collectively drive market value. Conversely, Awodiji et al. (2025) reported minimal combined effects of audit quality indicators on firm performance, suggesting that market-based outcomes may respond differently than accounting-based measures.

5.0
Conclusion
Drawing from the empirical evidence, the conclusions presented here go beyond a mere restatement of the findings and instead highlight their broader implications for corporate reporting, investor confidence, and regulatory practice in the Nigerian capital market.

The results suggest that the market does not automatically assign higher value to manufacturing firms based solely on the size of their audit firm or the length of the auditor–client relationship. This indicates that investors in Nigeria may be increasingly sophisticated in their assessment of audit quality, placing less emphasis on reputational signals such as “big” audit firms or extended audit tenure. Rather than viewing these factors as guarantees of credibility, the market appears to assess firm value based on a wider set of financial and governance indicators. This finding challenges the long-held assumption that audit firm size or prolonged engagement inherently enhances market perception, particularly within emerging economies where firm-specific fundamentals may weigh more heavily in valuation decisions.

In contrast, the positive association between audit fees and market value points to the importance of perceived audit effort and depth. Higher audit fees may signal more extensive audit procedures, stronger professional judgement, and greater assurance regarding the reliability of financial statements. Investors may interpret such fees as an indication that management is committed to transparent reporting and is willing to incur additional costs to strengthen financial credibility. This reinforces the notion that the market responds not merely to who conducts the audit, but to the level of resources devoted to ensuring audit rigor and independence.

More importantly, the combined effect of audit quality metrics underscores the multidimensional nature of audit quality in shaping market value. While individual audit attributes may appear weak in isolation, their collective influence demonstrates that audit quality operates as an integrated system rather than a set of standalone features. This suggests that stakeholders should adopt a holistic perspective when evaluating audit quality, recognising that its value lies in the interaction of multiple audit characteristics rather than any single metric.

Overall, the study concludes that audit quality remains relevant to firm valuation in Nigeria, but in a more nuanced and composite manner. For regulators, firms, and investors, the implication is clear: strengthening audit quality requires balanced attention to multiple audit dimensions, rather than reliance on conventional proxies alone.

Recommendations
We provided our recommendations as follows:

1. Firstly, regulators and standard-setting bodies should avoid placing excessive emphasis on audit firm size as a determinant of firm value, since the evidence suggests that size alone does not enhance market valuation. Instead, attention should be directed toward the substance of audit engagement and the quality of audit outcomes. 
2. Secondly, while audit tenure was found to have no significant effect on market value, firms should still adopt balanced tenure policies that preserve auditor independence without disrupting audit continuity and institutional knowledge. 
3. Thirdly, given the significant positive influence of audit fees on market value, manufacturing firms should view audit fees as a strategic investment rather than a cost, ensuring that fees adequately reflect audit effort, expertise, and scope. 
4. Finally, since audit quality metrics jointly exert a significant influence on market value, companies are encouraged to adopt a holistic audit quality framework that integrates appropriate fee structures, professional competence, and effective audit oversight to strengthen investor confidence and enhance firm valuation.

Contribution to Knowledge
This study contributed to the understanding of the relationship between audit quality metrics and the market value of listed manufacturing firms in Nigeria, focusing on the period from 2020 to 2024. Unlike previous research, which primarily examined audit quality in broader contexts, this study provided a detailed analysis of audit metrics, such as audit firm size, tenure, and fees, within the Nigerian manufacturing sector. The findings revealed that while the size of the audit firm and audit fees significantly impact market capitalization, audit tenure does not. This emphasizes the importance of audit fees in shaping investor confidence and firm valuation, which has policy implications for regulators and firms. Policymakers may consider promoting transparency and competitive audit pricing to enhance market perceptions. Additionally, this research suggested that efforts to improve audit quality in terms of audit fees can directly influence the financial performance and market value of listed firms.
Suggestion for Further Study

For further research, it would be insightful to expand the scope to include other sectors beyond manufacturing to see if audit quality metrics influence market value differently across various industries in Nigeria. Additionally, a comparative study involving other developing economies could offer valuable insights into global trends. Exploring the effect of non-financial audit metrics, such as environmental and social governance (ESG) factors, on firm value would also be an interesting avenue. Moreover, examining the role of audit committee characteristics and their interaction with audit quality could further enrich the understanding of corporate governance dynamics in Nigeria.
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