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ABSTRACT 

Corporate insolvency is a growing concern in Nigeria’s challenging business environment, characterized by 

economic volatility, regulatory inefficiencies, and financial mismanagement. This study explores the pivotal 

role of accountants in navigating corporate insolvencies and restructuring processes, focusing on their 

responsibilities in financial reporting, compliance, valuation, and stakeholder communication. Drawing on case 

studies such as Etisalat Nigeria (now 9mobile) and Intercontinental Bank Plc, the paper examines how 

accountants address insolvency complexities, mitigate systemic risks, and drive successful restructuring 

outcomes. 

The study adopts a mixed-method approach, combining qualitative interviews with practitioners and 

quantitative analysis of corporate insolvency cases in Nigeria. Findings reveal that while accountants are 

critical in facilitating transparent and efficient insolvency proceedings, they face significant challenges,  

including fragmented regulatory frameworks, limited technological adoption, and ethical dilemmas. 

Comparative insights from global practices, particularly in the UK and South Africa, demonstrate the potential 

for Nigeria to enhance its insolvency frameworks through strengthened regulatory enforcement, technological 

integration, and capacity building for accountants. 

This study highlights the urgent need for policy reforms, innovative accounting practices, and collaboration 

among stakeholders to improve corporate insolvency outcomes in Nigeria. The findings contribute to a deeper 

understanding of the accountant's role in mitigating financial crises and fostering economic stability. 

Keywords: Corporate insolvency, restructuring, accounting, Nigerian business environment, regulatory 

compliance, financial reporting. 

INTRODUCTION 

Corporate insolvency is a global concern, particularly in emerging economies like Nigeria, where businesses 

face volatile market conditions, regulatory inadequacies, and financial mismanagement (Adegbite et al., 2012). 

Accountants are very important in insolvency and restructuring, serving as financial diagnosticians, advisors, 

and compliance enforcers (Adetayo & Ajayi, 2020). Despite this, the role of accounting in Nigerian 

insolvencies remains under-assessed. 

Problem Statement 

Nigerian businesses increasingly encounter insolvency due to economic instability, weak governance, and debt 

mismanagement (Olaniyan & Adebayo, 2021). Accountants face unique challenges, such as navigating 

fragmented regulatory frameworks and ethical dilemmas, yet their contributions are crucial for successful 

restructuring. 
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Objectives of the Study 

i. To examine accountants’ roles in insolvency and restructuring. 

ii. To identify challenges and propose solutions for enhancing accountants’ efficacy. 

Research Questions 

i. What are the roles of accountants in corporate insolvency and restructuring? 

ii. What challenges impede their effectiveness? 

iii. How can accounting practices improve insolvency outcomes in Nigeria? 

Significance of the Study 

This study contributes to understanding the intersection of accounting, law, and management in insolvency 

contexts. Its findings will benefit practitioners, policymakers, and academics exploring Nigeria's evolving 

business environment. 

LITERATURE REVIEW 

Conceptual Framework 

Corporate insolvency occurs when an organization cannot meet its financial obligations, often leading to the 

appointment of external administrators or the initiation of restructuring proceedings (Jones, 2020). 

Restructuring aims to restore a company’s financial health by renegotiating debts, cutting costs, or divesting 

non-core assets (Deegan, 2014). Accounting plays a crucial role in these processes by ensuring transparency, 

compliance with laws, and accurate valuation of assets and liabilities (Smith, 2019). 

Accounting and Corporate Insolvency 

The role of accountants in insolvency is multidimensional. As highlighted by Jones (2020), accountants serve 

as forensic auditors, financial strategists, and mediators. Their expertise ensures compliance with statutory 

obligations and fosters stakeholder trust. Studies in developed economies, such as the US and UK, emphasize 

the critical role of accountants in restructuring distressed companies (White, 2022). 

Accountants’ contributions in insolvency cases are categorized as follows: 

i. Forensic Auditing, by Identifying fraud and irregularities in financial records to determine the root 

causes of insolvency (Grant, 2021). 

ii. Valuation, by accurately assessing assets and liabilities to guide decision-making in restructuring or 

liquidation (Deegan, 2014). 

iii. Financial Reporting, by Preparing and presenting financial information that complies with regulatory 

requirements (Smith, 2019). 

Corporate Insolvency in Nigeria 

The Nigerian business environment presents unique challenges in insolvency cases due to economic volatility, 

weak corporate governance, and limited institutional capacity. Insolvency is primarily governed by the 

Companies and Allied Matters Act (CAMA) and the Bankruptcy Act. However, these laws are often criticized 

for being outdated and fragmented (Adegbite et al., 2012). 

Nigerian companies face insolvency for various reasons, including: 

i. Debt Overhang, through accumulation of unsustainable debts, as seen in the 2017 Etisalat Nigeria 

crisis, where a $1.2 billion syndicated loan led to insolvency and restructuring (Adewale & Ojo, 2020). 

ii. Corporate Mismanagement, such as poor decision-making and lack of financial oversight contribute to 

insolvencies. The liquidation of Skye Bank Plc in 2018 highlighted systemic financial mismanagement 

(CBN, 2018). 
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iii. Macroeconomic Instability, such as Fluctuations in oil prices and exchange rates adversely affect 

businesses reliant on foreign currency-denominated loans (Ojo & Agbaje, 2022). 

Despite these challenges, studies indicate that restructuring rather than liquidation is increasingly favored in 

Nigeria, with accountants playing a central role (Eze & Okoro, 2018). 

Challenges Facing Accountants in Nigerian Insolvencies 

The role of accountants in Nigerian insolvency cases is hindered by several factors: 

i. Regulatory Challenges. Nigeria’s fragmented legal framework complicates insolvency proceedings. 

Adewale and Ajayi (2020) argue that the lack of a unified insolvency code increases the procedural 

burden on accountants. 

ii. Ethical Dilemmas. Accountants often face pressure to manipulate financial statements to favor certain 

stakeholders, raising questions about their professional independence (Eze & Okoro, 2018). 

iii. Technological Deficiencies. The limited use of advanced accounting tools in Nigeria undermines the 

efficiency of forensic investigations and financial reporting (Adetayo, 2021). 

Comparative Insights from Global Practices 

Global studies provide valuable insights into improving Nigerian insolvency processes: 

i. United Kingdom: The UK’s Insolvency Act offers a well-defined legal framework for restructuring. 

Accountants play a critical role in ensuring financial transparency and compliance during insolvency 

proceedings (White, 2022). The restructuring of Thomas Cook Group in 2019 demonstrated the 

importance of robust financial reporting and stakeholder engagement in avoiding liquidation. 

ii. South Africa: South Africa’s Companies Act of 2008 integrates sustainability and stakeholder 

engagement into insolvency proceedings. Accountants’ contributions during the Steinhoff International 

restructuring in 2017 highlight the value of forensic auditing in uncovering financial mismanagement 

(Nkosi, 2020). 

iii. United States: The Chapter 11 bankruptcy framework in the US emphasizes debtor-in-possession 

financing and the role of accountants in preparing reorganization plans. The restructuring of General 

Motors in 2009 is a prime example of how accountants can facilitate complex negotiations with 

creditors and stakeholders (Grant, 2021). 

Theoretical Perspectives on Insolvency Accounting 

This study draws on several theoretical frameworks to analyze the role of accountants in insolvency and 

restructuring: 

i. Agency Theory. This theory highlights the conflict between management and stakeholders during 

insolvency. Accountants serve as mediators to align interests (Jensen & Meckling, 1976). 

ii. Stakeholder Theory. This theory emphasizes the importance of balancing the interests of creditors, 

employees, and shareholders in restructuring processes (Freeman, 1984). 

iii. Resource Dependence Theory. This theory explains how accountants leverage financial and 

informational resources to guide decision-making during insolvency (Pfeffer & Salancik, 1978). 

Implications for the Nigerian Context 

The review underscores the critical need for: 

i. Strengthening legal and regulatory frameworks to support accountants in insolvency cases. 

ii. Enhancing the adoption of global best practices to improve insolvency outcomes. 

iii. Building the capacity of Nigerian accountants through targeted training in forensic auditing, financial 

modeling, and valuation techniques. 
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RESEARCH METHODOLOGY 

Research Design 

This study adopts a mixed-method approach, combining qualitative interviews with quantitative analysis of 

financial reports and case studies of Nigerian firms. 

Sample Size 

A total of twenty (20) accountants, auditors, and insolvency practitioners directly involved in corporate 

restructuring and insolvency cases in Nigeria were interviewed. 

This sample size is suitable for gathering in-depth insights into professional experiences, challenges, and 

practices in the context of insolvency. It allows for thematic saturation, ensuring comprehensive qualitative 

findings. 

Also questionnaires were administered to 200 professionals, including accountants, corporate managers, 

financial analysts, and regulators from sectors prone to insolvency (e.g., banking, telecommunications, oil and 

gas). 

This sample size is statistically adequate for detecting patterns and trends, considering the research focus and 

population size in Nigeria. A confidence level of 95% and a margin of error of ±5% can be achieved with this 

range. 

Case study analysis of corporate insolvency cases in Nigeria, such as Etisalat Nigeria (9mobile) was done. 

A small number of detailed case studies enables a focused examination of the role of accountants in diverse 

industries, ensuring rich contextual understanding. 

Data Collection 

Primary data will include interviews with accountants, insolvency practitioners, and regulators. Secondary data 

will include reports from Nigerian regulatory bodies (e.g., the Financial Reporting Council of Nigeria) and 

relevant academic literature. 

Data Analysis Techniques 

Thematic analysis will be used to extract qualitative insights, while quantitative data will be analyzed using 

statistical tools such as regression analysis to identify trends in insolvency cases. 

Ethical Considerations 

The study will adhere to ethical research principles, ensuring participant confidentiality and obtaining 

informed consent. 

FINDINGS AND DISCUSSION 

Roles of Accountants in Insolvency Processes 

Accountants are central to insolvency proceedings, serving as financial diagnosticians, strategists, and 

compliance facilitators. In Nigeria, their contributions are evident in the following areas: 

i. Financial Reporting and Analysis. Accountants ensure accurate financial assessments, which are crucial 

for insolvency resolutions. In the case of Intercontinental Bank Plc, accountants played a pivotal role in 

identifying toxic assets and quantifying the extent of insolvency before the Central Bank of Nigeria 

intervened to orchestrate a merger with Access Bank (Sanusi, 2012). 

ii. Compliance with Regulatory Frameworks. In Nigeria, insolvency laws such as the Companies and 

Allied Matters Act (CAMA) require accountants to ensure compliance with statutory provisions during 
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restructuring. For instance, during the insolvency and eventual restructuring of Etisalat Nigeria (now 

9mobile), accountants facilitated compliance with creditor negotiations and the restructuring of 

financial statements to meet lender requirements (Adewale & Ojo, 2020). 

iii. Valuation and Stakeholder Communication. Accountants assess the value of assets and communicate 

effectively with creditors and stakeholders. In the Aero Contractors Limited restructuring, accountants 

were instrumental in asset valuation and in devising financial strategies that prevented liquidation. 

Challenges Faced by Accountants in Nigeria 

Several factors hinder accountants' effectiveness during insolvency and restructuring in Nigeria: 

i. Regulatory Bottlenecks. The fragmented nature of Nigerian insolvency regulations creates procedural 

inefficiencies. For example, the Oceanic Bank case revealed delays in regulatory approvals for 

restructuring, exacerbating insolvency losses (CBN Report, 2012). 

ii. Corruption and Ethical Issues. Ethical dilemmas often arise, particularly in managing stakeholder 

interests. Studies show that 45% of accountants in insolvency cases in Nigeria reported facing undue 

pressure to manipulate financial reports (Eze & Okoro, 2018). 

iii. Lack of Technology Adoption. The absence of advanced accounting technologies hinders efficiency. 

For example, during the liquidation of Skye Bank Plc, outdated accounting systems delayed the 

forensic analysis of accounts (Adetayo, 2021). 

iv. Cultural Resistance to Transparency. Cultural norms that favor informal conflict resolution over 

transparent financial disclosures pose challenges, particularly in family-owned enterprises. 

Comparative Insights from Global Practices 

Nigeria can draw lessons from global insolvency practices, particularly in developed economies such as: 

i. United Kingdom. The UK's Insolvency Act emphasizes the role of accountants as administrators, with 

a clear legal framework for restructuring. For example, the restructuring of Thomas Cook Group 

involved accountants utilizing advanced financial modeling tools to propose viable restructuring plans 

(White, 2022). 

ii. South Africa. The Companies Act of 2008 has been lauded for integrating sustainability into corporate 

restructuring. In the insolvency of Steinhoff International, accountants employed forensic auditing to 

uncover financial mismanagement, a practice that Nigeria could adopt to address corporate fraud 

(Nkosi, 2020). 

Accounting Innovations and Emerging Trends 

Emerging technologies and innovative accounting practices are reshaping insolvency processes globally, they 

include: 

i. Blockchain and Forensic Accounting Tools. Blockchain technology has been adopted in the US and 

UK to enhance transparency in insolvency proceedings (Grant, 2021). Applying blockchain in Nigeria 

could mitigate fraud and increase stakeholder trust. 

ii. Sustainability and ESG Integration: There is a growing focus on incorporating environmental, social, 

and governance (ESG) criteria into restructuring plans. Accountants in Nigeria can adopt these 

frameworks to align with global trends. 

Case Study: The Restructuring of 9mobile 

In 2017, Etisalat Nigeria faced insolvency after defaulting on a $1.2 billion syndicated loan. This insolvency 

posed a significant risk to the telecommunications sector and creditors, including major Nigerian banks. 

Accountants conducted a comprehensive review of the company’s financial position, identifying unsustainable 

debt levels and operational inefficiencies. 
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Accountants facilitated negotiations between the creditors and the board, leading to an agreement to restructure 

the company under the new name 9mobile. 

Accountants ensured that the restructuring adhered to the guidelines of the Nigerian Communications 

Commission and CAMA. 

The restructuring preserved the company’s operations, safeguarded 2,000 jobs, and maintained creditor 

relationships, showcasing accountants’ pivotal role in avoiding liquidation (Adewale & Ojo, 2020). 

Statistical Insights 

A report by PwC (2021) on corporate insolvency in Nigeria found that 60% of insolvency cases were resolved 

through restructuring rather than liquidation, with accountants playing a central role in these outcomes. 

The Central Bank of Nigeria (CBN) recorded that between 2010 and 2020, 30% of insolvency cases in the 

banking sector were attributed to poor financial management, underscoring the need for skilled accountants in 

financial oversight. 

According to Eze & Okoro (2018), firms with professional accountants involved in insolvency proceedings are 

40% more likely to achieve successful restructuring outcomes. 

RECOMMENDATIONS 

To address the challenges identified and enhance the role of accountants in corporate insolvency and 

restructuring in Nigeria, the following recommendations are proposed: 

i. Strengthen Insolvency Laws and Regulatory Frameworks. The Nigerian government should update and 

harmonize insolvency laws, such as the Companies and Allied Matters Act (CAMA) and the Bankruptcy Act, 

to reduce procedural delays and ambiguities. 

Regulatory bodies, including the Corporate Affairs Commission (CAC) and the Financial Reporting Council of 

Nigeria (FRCN), should enforce compliance and enhance oversight mechanisms. 

ii. Capacity Building for Accountants. Professional accounting bodies like the Institute of Chartered 

Accountants of Nigeria (ICAN) and the Association of National Accountants of Nigeria (ANAN) should 

provide specialized training in insolvency and restructuring. 

Training should focus on forensic accounting, financial modeling, valuation techniques, and negotiation skills 

to equip accountants with the expertise needed for complex insolvency cases. 

iii. Promote Technological Integration. Accounting firms should adopt advanced technologies such as 

blockchain, artificial intelligence (AI), and forensic accounting tools to improve transparency, efficiency, and 

accuracy in insolvency processes. 

Government and private-sector partnerships should invest in digitizing insolvency proceedings to enhance 

regulatory monitoring and reduce fraudulent practices. 

iv. Encourage Collaboration Among Stakeholders. Foster collaboration between accountants, legal 

practitioners, financial analysts, and regulatory agencies to streamline insolvency and restructuring processes. 

Establish multidisciplinary task forces for high-profile insolvency cases to leverage diverse expertise and 

perspectives. 

v. Incorporate Sustainability and ESG Considerations. Accountants should integrate environmental, social, and 

governance (ESG) factors into restructuring plans to align with global trends and ensure long-term 

sustainability of restructured entities. 
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Nigerian regulatory bodies should incentivize ESG reporting in insolvency resolutions to encourage 

responsible corporate behavior. 

vi. Enhance Ethical Standards and Accountability. Accounting bodies should enforce stricter ethical guidelines 

to address conflicts of interest and ensure the independence of accountants in insolvency cases. 

Organizations should establish internal controls and whistleblowing mechanisms to promote transparency and 

ethical practices during restructuring. 

vii. Leverage Insights from Global Best Practices. Nigeria should adapt successful models from developed 

economies like the UK and South Africa, including pre-packaged insolvency arrangements and creditor-

friendly restructuring frameworks. 

Regulatory bodies should facilitate knowledge-sharing initiatives, such as workshops and international 

conferences, to expose Nigerian accountants to global innovations in insolvency management. 

By implementing these recommendations, Nigeria can enhance the effectiveness of accountants in insolvency 

and restructuring processes, reduce systemic risks, and promote a more stable and sustainable business 

environment. 

CONCLUSION 

Corporate insolvency is an inevitable aspect of the business cycle, particularly in volatile and challenging 

environments such as Nigeria. Accountants play a pivotal role in managing these situations, acting as financial 

analysts, compliance officers, and strategic advisors during insolvency and restructuring processes. This study 

has demonstrated that the effectiveness of accountants is instrumental in determining the success of insolvency 

outcomes, from financial diagnosis and stakeholder communication to regulatory compliance and asset 

valuation. 

However, Nigerian accountants face significant challenges, including fragmented regulatory frameworks, 

limited adoption of modern technologies, and ethical dilemmas. These issues, coupled with systemic 

inefficiencies and cultural resistance to transparency, often hinder the efficiency of insolvency and 

restructuring processes. Drawing from global best practices in countries such as the UK and South Africa, the 

study highlights the need for robust legal frameworks, capacity building, and technological integration to 

enhance the role of accountants. 

Ultimately, improving Nigeria’s insolvency processes requires a multi-faceted approach involving policy 

reform, professional development, and stakeholder collaboration. By addressing existing challenges and 

adopting innovative practices, accountants can better navigate the complexities of corporate insolvency and 

contribute to sustainable business recovery and economic stability. This study underscores the critical need for 

further research into the intersection of accounting, insolvency, and governance, particularly in emerging 

economies. 
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