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Abstract

Accounting as practice has existed since the satiimes of humanity. Therefore, the purpose of gaper is to
take a historical look of accounting developmeanfrancient periods to the present which is basedigiarian’

records and archeologist. This study used secordkstey with the use of survey research approachtifiid

sampling technique is used for the selection oftiventy-five (25) companies proportionally acrolse fuoted
companies in Nigeria. The hypotheses were testes @dr cent level of significant. Findings reveakbdt

positive accounting literature has significant iipan accounting theories and that accounting théas
significant relationship with the financial repoigi of quoted companies in Nigeria. It is recommehteat
quoted organizations should ensure there is cemsigtin the accounting theory adopted in prepanatiotheir

records.
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1.0 Introduction

Every discipline is born and developed to bettatanstanding of a “phenomenon”. It is important talerstand
the origin, how it emerged, identifies the stagéslevelopment and based on this, whether it is iples$o
achieve further development. Accounting as a prachias existed since ancient times, while the dioad
aspect is considered to have appeared for thetifinetin 1494, when a Venetian theologian and nrattiian,
Luca Pacioli published a book “The Sum of ArithmeGeometry, Proportions and Proportionality”, which
described the method of double registration of antiag (Helmkap, Imdieke & Smith 1986).

Today in any organization, the role of accountimgo provide information to help in decision-makimgcess.
This information is like a map of an organizatidwcounting information helps decision makers toed®ine
where they will go. Rather than measures distabgeasiles or kilometers, accounting measures thiwities of
an organization according to the amounts of mosspciated with these activities.

According to Alexander (2002), a brief glimpselastperiod helps to illuminate our past in geneBait perhaps
the most compelling reason is to explain this phegmal growth that the accounting profession haesyej
around the world. In the opinion of Napier (200@searchers face the evidential issue of descriatiegunting
in the past, or at least documenting an absenaeaafunting in particular contexts.

This study aims to address the historical develagroéaccounting from its birth in ancient timestb@ present
day. Many may be wondering why study accountingohy® The reason is the understanding of the histbr
accounting provides a good foundation on whicheweetbp and understand the future of the discipline.

2.0 Review of Literature

2.1 Conceptual Framework

2.1.1 Concept of Accounting Theory

Accounting theory is a material field in Accountirtgistorically, accounting predates monetary econontis
was precisely, in the era of barter economy (xehange of goods for goods) when transactions wetenly
pre-determined by measurement but also by exchealges. The precept in which goods were exchangjed a
arms-length through concerted efforts of gatheritegermining and measuring values are both prepastiante
accounting. However, the development of accountihgory was to ameliorate the inherent problems
encountered in barter economy, unlike monetary @eyn(Unegbu, 2014). According to Riahi-Belkaoui 12),
accounting theory as ‘a set of scientific hypotlseisea scientific theory if and only if it refers & given factual
subject matter and every member of the set is redgheinitial assumption or a logical consequenc®ré or
more initial assumptions’. Accounting theory litene is useful to accounting policy makers who iaterested

in making the accounting information useful. Engatievidence and investigation can be used andpocated
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by the policy makers in formulating accounting pi@s. Theories are helpful as they apprise poliekers of
the underlying issues and clarify the trade-offplinit in various theory approaches (Osho & Morgnk&018).

2.1.2  Developments in the accounting literature fnm 1940s through 1960s

In the history of the development of accountingrbture in 1940 is undoubtedly the watershed yeaaulse of
the publication of An Introduction to Corporate Acnting Standards by Paton and Littleton underathspices
of the American Accounting Association. Althoughetbasic theme of the work was expressed in tHeeear
AAA publication, (the motivational Assumptions féiccounting Theory. A tentative statement of Accaogpt
Principles underlying Corporate Financial Staternént1936, and some particular aspect of the wark lze
traced back to Paton’s Ph-D. Thesis that was puddisn 1922 as Accounting Theory: with Special Rafee to
Corporate Enterprise, the final outcome of Patom laittleton’s combined work in 1940 which “represeihe
first attempt to elaborate a coherent coordinatedsistent body of doctrines essential to a sounddmental
structure of accounting”. Of the six “basic con&pif accounting espoused in this work (entity, taauity,
measured considerations, cost attach, matchingvaritiable objective evidence) they have champiottesl
cause for matching concept, which is still now relgd as the pervasive principle of accounting (bistich &
Chambers, 1960).

Mattessich (1964), extended the frontiers of actiogrto such vital interdisciplinary areas like raeeement
theory, valuation theory, Management and Behaviosci&ence, as the basis of a general theory of atog.
He formulated the following 18 basic ‘assumptionghich according to him “might be regarded as neags
and sufficient conditions” for accounting:

1. Monetary Values; 2.Time Intervals; 3. StructutePuality; 5. Aggregation; 6. Economic objectsinequity
of monetary claims; 8. Economic agent; 9. Entitls3; Economic Transactions; 11. Valuation; 12. Ra#bn;
13. Classification; 14. Data input; 15. Duratio,.Hxtension; 17. Materiality and 18. Allocation.o€¢ to the
heels of Mattessich’s work, Chambers (1966) broumitt his significant book Accounting, Evaluationdan
Economic Behaviour where he espoused over 13 postubnd definitions as a part of the general thebr
accounting.

2.1.3 Significance of accounting literature during 1970snd 1980s

The most significant event in the evolution of aotting theory during this time is obviously therfation of
FASB and its conceptual framework project that itesiuin the issue of six statements of Financiat@mting
concepts in an attempt to develop fully integradctures of accounting theory upon which starslandy be
based (Glautier & Underdown, 1997). The other majmas of accounting research of this time, acongrtbh
(Hendriksen, 1982) are:

(i) The extension of empirical research into theureof accounting numbers,

(i) Research into the decision making processefindividual,

(iif) Research into the implications of efficierdpital markets theories for accounting etc.

No significant book on basic accounting theory tedato this time period can be mentioned exceptelRob
Sterling’s Theory of Measurement of Enterprise meain 1970 and Skinner’'s (1972), Accounting PritespA
Canadian Viewpoint in 1972, but most of the workstlbe above mentioned areas of accounting resdwdh
been published in various accounting journal. Thess however, significant development of accounting
literature on inflation accounting that could btiatited to this time.

The major works in this subject published duringtttime are: Replacement Cost Accounting by Lawrnce
Revsine and Accounting Values and Inflation by With Baxter in 1975, Current Value Accounting antc®r
Level Restatement by Rosen in 1972, Accountingfoanging Prices by Largay & Livingstone in 1976. etc

2.1.4  Social Accounting: The New Frontiers in Accauting Theory

While the decades of 1960s through 1980s saw aetrdous outgrowth of accounting literature in the
mainstream accounting theory, a wind of change lbawing silently across the horizon of accountingthie
late 60s and early 70s American Accounting Assmia{1964). The True Blood Committee Report on the
Objectives of Financial Statements in 1973 brokit wie traditional orientation of Financial Statersetoward
reporting on stewardship and instead added sodpesuic dimensions to the scope of accounting bingta
that “an objective of financial statement is togdpon those activities of the enterprise affectsogiety which
can be determined and described or measured amdh whe important to the role of the enterprisetsnsocial
environment” (Cole, Branson & Breesch, 2012).

2.1.5 Characteristics of a Good Theory

A good theory should fulfill the following criteri&uropean Commission (2013)
(i) It should explain or predict phenomena, i.leshould be empirical.
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(i) Theories should be capable of being tested igoatly. Theories which fail tests are not of uaisal
applicability, therefore, must be replaced by rattenon-refutable theories.

(i) Theories should be consistent both internadiyd externally. Internal consistency is presenenwlthe
analytical properties of theory ensure that thegitheory predicts the same outcome in every idantase.
External consistency implies that the theory shdmgidonsistent with theories in other disciplines.

(iv) A theory should be exhaustive so as to cover full range of variations relating to the natafethe
phenomena is question.

(v) Theory should be helpful in providing guidelinfor research into empirical problems.

2.1.6  Development of the Accounting Literature in Myeria

Accounting records dated back several thousandsyeave been found in various parts of the worldeseh
records indicate that at all levels of developmep¢ople desire information about their efforts and
accomplishments. Therefore, accounting as a piliofedsas a very important role to play in the ecormom
development of any nation such as Nigeria (Aja9D7). The purpose of this paper is to review theettgppment

of accounting in Nigeria by laying more emphasistio@ key role played in education, training andcpca
accounting education and training sharpens théafkd person, be it a professional skill or othisew Effective
functional knowledge required by an accountant yduks expanded and changed rapidly. This papeséscan
the development of the accounting profession ineN& It critically examines the profession and station
dynamics that have helped shape the various dewelois of the accounting profession in Nigeria
(Omolehinwa, 1994 & Ogundele, 1991).

A discussion of the development of accounting igé¥iia cannot be undertaken without making referetmcéhe
development of Nigeria as a nation. In pre-colohajeria, economic activities hardly required tleevices of
an accountant. However, the introduction of a mo@sonomy stimulated by international trade anedivied
inter cash-economy has called for a profession asaccounting to service the expanding modermisect
Accounting as a profession, therefore, has a veportant role to play in the economic developméenary
nation. As a measurement and reporting informasigstem, the profession can cover both micro economi
activities and it consists of various subsystemiwhelate economic events and decisions (Ajay87)9These
subsystems can be identified as the major accaufigids, business accounting, government accognsiocial
accounting, auditing, and taxation, all of whickl & economic planning, project appraisal, capfitaination
and a host of other socio-economic activities.

Accounting as a profession originated from the néedhave in place a system of recording financial
transactions. In the past, man had employed acicguatcording to his needs; to enumerate and comssets,
as a reporting device of stewardship, tax-gatheaimdj as evidence of trade, for the control of potida, or the
management of business.

The accumulation of wealth and the growth of cdpitee expansion of production and trade, and agreknt
created the need for financial information and mantAccounting is therefore a response to the demaf
economic and financial information and control. 8anting is therefore a response to the demand miauic
and financial exigencies of the society. Hence,dhpective of this study is to highlight the vartostages of
development which accounting has undergone in Nigéhe need to have in place a system of recording
financial transactions, and to control the managémgbusiness.

Accounting, as a record keeping process, has edabver many centuries to serve the changing seaidl
economic needs of society. As early as B.C 3,600, @ablets were used in the Babylonia empire tmm
various facts (Helmkap, Imdieke& Smith, 1986). Maof/ these records contained lists of events as they
occurred or lists of goods belonging to an indiaklestate, or temple. Similar types of recordsehalgo been
discovered describing business activities in aridBreece, Egypt and Rome.

Modern-day accounting has its origins in the dowgiry book keeping method developed by Italianainents
during the twelfth and thirteenth centuries. Prdpathe most important condition giving rise to this
development was the rise in trade between mosté¢aditalian cities and the East.

The first complete description of the double-ergygtem was included in a book called Sumana déhastica,
Geometiria proportioniet proportionality, publishéd 1494 by a Franciscan Monk named Luca Pacioli
(Helmkap, Imdieke & Smith, 1986; Glautier & Undeo®n, 2001; Omolehinwa, 1994; Ogundele, 1991).
Government regulation and income tax legislatiomeh@esulted in an increased need for accountintgsys
both their record-keeping and communication fumgiorhe double-entry system developed by the diaiian
merchants is essentially the same system used todstisfy the increased demand for accountingrimétion.
Accounting has developed as a profession and teiaed a status equivalent to that of Law and niedic
According to Ogundele (1991), formal accounting awtountability, as we know it today evolved in the
country with the advent of the expatriate adverstfpdunderers) into our land.

The development of accounting in Nigeria could faeed to the time when the companies’ ordinancédcioel
said to start in the early fifties when the Nigarzolleges of Arts, Science and Technology werabdished in
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Ibadan, Enugu and Zaria and the development oDigartment of Accounting in the Nigerian Univeesit
Polytechnics and Colleges of Technology.

Just after the country’s independence, the ideastablishing a professional body of accountanh&dountry
became a burning issue in the mind of few accoustaho coordinated the establishment of “The Asgm
of Accountants in Nigeria” in corporate under tlempanies Act 1958. The main objectives of the Aisgimn
were to provide a central organization for accontstén the country, to maintain a strict standafrgrofessional

ethics,

and to provide for the training examinatml local qualification of students in accountancy

The institute of Chartered Accountants of Niged@AN) was the only professional body regulating the
accounting profession in Nigeria untif' Danuary, 1979, when another accounting associ&tiown as the
Association of National Accountants of Nigeria (ANA1980) was founded to perform duties similarhose
being performed by ICAN. In fact, it can be safsijid that ICAN was awakened from its slumber wlit bbirth

of ANAN. From that time on, ICAN put its house amntachinery for professional training in order. The
rejuvenation process resulted in improved statisbictrained accountants from 1,927 in 1980 to 4,ih01988
(Ogundele, 1991).
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Impact of Accounting Literature
Is earning management sensitive to discountingrate

Who is the boss? The economic and behavioural dafdins of varsious characterizations of the
superior in participative budgeting research.

Studies on the impacts of accounting informatiod assurance on commercial lending judgements.
Testing for control system interdependence withucttral equation modeling; conceptual
developments and evidence on the levers of cofiaolework.

Whistle blowing on accounting related misconducsyhithesis of the literature.

Do audit firm rotation, auditor retention, and jogudit matter?

2.1.8 Conceptual Framework of Accounting Literaturein the Development of Accounting Theories in
Nigeria

Independent
Variables

-

/

Normative

4 Accounting Accounting
Literature Theories

Dependent
Variable

Positive
Accounting

Financial . Theories
Statement /

Source: Researchers’ Conceptual Framewkoof Accounting Literature in the

Development of Accounting Theories in Nigeria Model
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2.2 Theoretical Review

2.2.1Descriptive and Normative Theories

From the foregoing it appears that accounting thean be extracted from the practice of accountireg, the
practical approach) or it can result from a lodicalerived process through the deductive approdtte
difference in not one of purpose, rather the déffee is due to adoption of different methodologid@he
divergence of opinions, approaches and values legtwecounting practice and accounting researchelda®
the use of two methodologies, one descriptive aedther normative.”

2.2.1a Descriptive Theories

A descriptive theory describes a particular phenmmeas it is, without any value judgment. For exmib you
jump from The New Empire State Building, a desdviptheory will tell you when you will descend oarth; it
will not tell you whether you are right or wrongdeing so.

The practical or conventional approach to accogntineory is essentially descriptive in characteucts
descriptive theories are concerned with the behavid the practicing accountants and what they Tus
approach emphasizes accounting practice as the fioasi which to develop theory. Under the desorgtiiew,
accounting theory, therefore, is “primarily a comicate distilled from experience”. The prominenaeples of
descriptive accounting theories are the works @fdgr(1965), an Inventory of Generally Accepted Agting
Principles for Business Enterprise, Sanders, Hdthad Moore (1938), A Statement of Accounting Eipies,
Gilman (1939), Accounting Concepts of Profit, letthn, (1953), Structure of Accounting Theory, andjiY
(1967), The Foundations of Accounting Measuremetat,

2.2.1b Normative Theories

The essential feature of Normative Theory is thisterce of value judgement. Normative Theories tend
justify what ought to be, rather than what it isihposes on the accountants responsibility ofrddteéng what
should be reported rather than merely reportingtwbane one else has requested. The outstandingpéesof
normative accounting theories are the works of @an(i1929),The Economics of Accountancy; Paton (394
Accounting Theory; Walker (1982), Henry Sweney aBthblized Accounting; McNeal (1939), Truth in
Accounting; Edwards and Bell (1961), The Theory ameasurement of Business Income and Sprouse and
Moonitz (1962), A Tentative Set of Broad Accountifgnciples for Business Enterprise.

The roots of accounting theory: The developmergdcounting theory has been influenced by the tdograal
changes and advances in knowledge in many othatedetlisciplines.

3.0 Methodology
This study used secondary data with the use ofeyuresearch approach. Stratified sampling technisjused
for the selection of the 25 companies proportignaltross the quoted companies sectors, these éched
following services, conglomerates, construction sgal estate, financial service, consumer goodaslittheare,
industrial goods, ICT, oil and gas while the samgi#e was determine using purposive sampling tegtenand
the sampling size. The hypotheses were testeghat &ent level of significant. The questionnairgpendents’ is
determined by using infinite population formulajstformula was chosen because of the large number o
shareholders and other investors involved in thr@agicompanies selected for this study using trindla:
SS=Zx (p) x (1-P)
C2
SS = Sample Size
Z = Z-value (e.g., 1.96 for a 95 percent confidelevel)
P = Percentage of population picking a choice, &sged as decimal C =
Confidence interval, expressed as decimal (0=08.0025)
The Z-values for confidence levels (i.e. « to z)
1.645 = 90 percent confidence level 1.96 = 95 pdrce
Confidence level 2.576 = 99 percent confidencelleve
Ss= 1.96x0.5x0.5

0.0025 = 3.8416x0.5x 0.5
0.0025
= 384.16 Approximately = 400
The four hundred (400) questionnaires were disteith@mong the various users of accounting infolonatthat
are interested in financial reporting and finanpiatformance of quoted companies

3.1 Model Specification

This model is based on the description of the imahip between the dependent and independentolesiaf
this research work.
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2= T (. T 0]

Where Y = dependent Variable - Financial Reporteygresented by information on the financial stateme
X = Independent Variable is Accounting Theoriesespnted by Normative and Positive accounting teeor
The multiple linear regression models for this gtigddefined as

Y= P P PP 4 @i, ...(ii)

Regression line equation:

InfonFst = g + pINmAthry + pPstAthry + e

Where: B = Constant

InfonFst = Information on the financial statement

NmtAhry = Normative accounting theory

PstAhry = Positive accounting theory

P! ..’ =Regression parameters.

e = error term

4.0 Results

4.1 Test of Hypotheses

4.1.1 Statistical Analysis for Hypothesis One
Ho,. Accounting literature does not have effect on accmting theory
Table 1. Model Summary

Adjusted R
Model R R Square Square Std. Error of the Estimate
1.943 .889 888 53982
ANOVAP®
Sum of
Model Squares Df Mean Square F Sig.
1 Regression 346.265 1 346.265  1.188E3 .003
Residual 43.128 148 291
Total 389.393 149
Coefficients’
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) -.746 .103 -7.221 000
Accounting
. 1.150 .033 .943 34.471 .003
Theories

Source: Researchers’ ANOVA Computation

The Regression analysis above shows that the Msdeimary statistics reveals that Pearson correlation
coefficient represented by letter”"is 0.943 which indicate that there is strong fiesi correlation between
accounting literature and accounting theories. Alee regression analysis result, reveal that teevof the R
Squared is 89 per cent (i.e.0.889) and this imgheas 89 per cent of the variation in the indepedeariable

can be accounted for by the dependent variabldewié remaining 11 per cent can be accounted yather
factors outside the model. This means that accogititerature have great impact on accounting ilesoAlso,

the result of the analysis of variance statistibll@VA) reveal that positive accounting literaturessagnificant
impact on accounting theories. This is becauséthialue obtained (i.e. 0.003) was lower than theicance
value of 5 per cent specified in SPSS for this ysial Hence, according to the decision rule thé mgpothesis
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will be rejected while the Alternate hypothesisivibié rejected. This interpretation was also sumggubtiy the
result of the coefficient of regression, sincesitpw that that P-value obtained is (0.003), ansl @algo establish
that there is statistical significant relationshigtween accounting literature and accounting tesori

4.1.2Statistical Analysis for Hypothesis two
Ho,. Normative accounting theory does not have impacamounting literature
Table 2. Model Summary

Model R R Square Adjusted R Square Std . Error of the Estimate
1.844 712 71C .82392
ANOVAP

Sum of Squares

Model Df Mean Square F Sig.
1 Regression 248.706 1 248.706 366.370 008
Residual 100.468 19 .679
Total 349.173 20
Coefficients’

Standardized

Unstandardized Coefficients Coefficients

Model B Std. Error Beta T Sig.
1 (Constant) .071 157 451 .653
Accounting
. .963 .050 .844 19.141 .001
Theories

Source:Researchers’ ANOVA Computation
The Model summary above indicate that the valuBeasrson correlation coefficient represented bgréR” is
0.844 which indicate that there is strong positieerelation between the dependent and independeizhie,
and this indicates that normative accounting théwye strong statistical impact on accountingditere. Also,
the regression analysis result, reveal that theevaf the R Squared is 71.2 per cent (i.e.0.71@)this implies
that 71 per cent of the variation in the dependmaniable can be accounted for by the independenahla ,
while the remaining 28.8 per cent (i.e. 28.8 paiticean be accounted for by other factors outdigenhodel.
This also supports the fact that a change in thienative accounting theory will also lead to sigrdfint change
in accounting literature. Furthermore, the resdltttee analysis of variance statistic (ANOVA) alsendls
credence to the fact that an increase in the userofiative accounting theory will lead to signifitahanges in
accounting literature. This is because the P-valbgained (i.e.0.001) using SPSS was lower than the
significance value of 5 per cent specified in SB8Shis analysis. Hence, according to the deciside the null
hypothesis will be rejected while the Alternate ttesis will be accepted. This means that normative
accounting theory has direct influence on accognliterature. This was also corroborated by thelltesf the
coefficient of regression, because it shows a Bevalf (0.001), which also establishes that therstasistical
significant relationship between normative accaumtheories and accounting literature.

4.2 Discussion of Findings

Finding of this study confirms that accounting thebas significant relationship with the financiaporting of
quoted companies in Nigeria. This is because pesédccounting theory has significant impact on rinfation
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contained in the financial statement, and this e@sirmed by the P-value obtained (0.003) from dteistical
analysis. The findings of the study also shows thatmative accounting theory has significant effent
information contained in the financial statemergcduse the P-value obtained (0.001) was lower than
benchmark value of 5 per cent specified in thidysis These findings are similar to the interptietagiven by
(Ryan, 2002) (Watts and Zimmerman 1986), who empbdsthat both normative and positive theories have
significant impact on accounting records of orgatian.

5.0 Summary and Conclusion

This study conclude that positive accounting thebag significant impact on information containedtlie
financial statement, and this was confirmed by Rkealue obtained (0.003) from the regression aiglyihe
findings of the study also shows that normativeoaoting theory has significant impact with informoat
contained in the financial statement, and this bseathe P-value obtained (0.001) was lower than the
benchmark value of 5 per cent specified in thidysis

Based on the above results, it is recommended that:

* Quoted organization should ensure there are cemsigtin the accounting theory adopted in
preparation of their records, since this study ésblished statistically that accounting theorg ha
significant relationship with financial reporting

e Also, quoted companies must ensure that accouthiegries adopted by them are not contradictory,
that is, they must adopted accounting theory thetcamparable with companies that are in same line
of business with them.

* Companies are also advised to engage professionéte process of preparation and presentation of
their financial statements in line with currentgiiee in Nigeria for adoption of International Firzdal
Reporting Standards (IFRSSs).
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