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Abstract  

This paper assessed the effects of auditor switch decisions on the performance of non-finance 

firms in sub-Saharan Africa. Ex-post facto research design was used and secondary data of 

big-4 audit and non-big-4 audit, audit fee, audit opinion, return on capital employed, 

earnings per share and Tobin’s Q were obtained from the annual reports and accounts 

during the period 2012-2019 for three sub-Saharan Africa countries: Nigeria (West), Kenya 

(East) and South Africa (Southern) and stratified random sampling technique was used to 

select the countries. Data obtained were analysed by means of descriptive and inferential 

statistical tools. The Breusch-Pagan/Cook-Weisberg results revealed that auditor switch 

decisions and corporate performance variables fit-well in the estimated models, since it is 

statistically significant at 5%. The study found that while earnings per share is significantly 

affected by auditor switch decisions, variables of return on capital employed, and Tobin’s Q 

were insignificantly affected. The study recommends among others that management should 

keep an eye on the earnings of firms such that it enhances choice of audit that would result to 

improved earnings of firms. Again, the study provides evidence that auditor switch decisions 

do not significantly affects Tobin’s Q, hence companies in sub-Saharan Africa should 

evaluate the quality of the auditor before switching so that the market share (Tobin’s Q) of 

their companies can experience significant boost. 
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1. INTRODUCTION 

The most basic goal of financial statements in Nigeria, and around the world, is to give 

information that assists a wide range of financial statement users in making educated 

economic decisions. Managers use financial statements to report on their stewardship to 

wealth owners, according to Chadegani, Mohamed, and Jari (2011). The goal of financial 

statements is to offer information on the financial situation, performance, and changes in the 

financial position of businesses (International Accounting Standard Board framework - 

IASB, 2005). Essentially, financial accounting information serves two (2) purposes: first, it 

serves as a means of transferring information from managers to interested parties both inside 

and outside of a firm, reducing information asymmetry; and second, it is frequently used in 

contracts between a firm and other parties involved in its operations, such as lenders, 

managers, business partners, the government, and so on (Guenther, 2005; and Chen, Rong-

Ruey, Cheng-Ta and Lin-Hui, 2019). 

 

As a result, there is potential for ownership and control to be separated. In most 

organizations, the separation of ownership and control leads to the agency conundrum. 

Owners of wealth (principals) must verify the activities of managers (agents); this may give 

rise to external audit as a means of resolving the agency problem between wealth owners and 

corporate management (Anderson, Kadous, and Koonce, 2004; Hamza, Wan, Norfadzilah, 

Razana, Nadiah, and Zarinah, 2018; Sook, Seon, Dong, and Seung, 2019; Sook, Seon, Dong, 

and Utomo, Zaky and Imang, 2019).  Aguolu (2008) sees financial statement audit as the 

independent examination of the financial statements of an entity with a view to expressing an 

opinion on whether the statements present a true and fair view and comply with relevant 

accounting and auditing standards.   

 

In the context of financial statement audit, there are two forms – internal and external; 

however, this study focussed on external audit of financial statement, which is considered 

statutory for all corporations.  External audits are conducted under the purview of the law 

(Collis, Jarvis, and Skerratt, 2004; Hussein, 2018); and as a statutory obligation for publicly 

listed companies (Nzomo, 2002). Consequently, external auditors are required by law to offer 

an opinion on the true and fairness of the financial statements of an entity for a particular 

period (Quick, 2012).  Thus, external auditors are accountable to shareholders and owe a duty 

to the firm to exercise due professional care in the conduct of the audit.  Auditor switch 

decisions involve change of incumbent auditor resulting in the choice of quality differentiated 

audit firms to realign the characteristics of the audit firm with growing needs of clients under 

changing circumstances (Huson, Shamsher, Annuar and Ariff, 2000; Choi, Lim and Mali, 

2017;and Okere, Ogundipe, Oyedeji, Eluyela and Ogundipe, 2018).  

 

Auditor switching implies the resignation and discharge of auditors’ duties from the client 

firms (Gwizu, Waeni, Chimanga, Saidi and Karasa, 2017). Auditor switching can result to ill-

feelings and low confidence of financial reports by investors, depending on whether the 

switch is from Big-4 to Big-4 or from Big-4 to non-Big 4. A system of mandatory auditor 

switch requires companies to rotate their external auditor periodically, say from three to nine 

years. Advocates of auditor switching or rotation believe that a scheme of compulsory 

switching or rotation would prevent auditors from becoming aligned with management, as 

well as impacting on their independence.  For instance, a client may be a significant source of 

revenue for an auditor, and the auditor may be reluctant to jeopardise this revenue stream, 

hence may not disclose the true financial position of the firm (Hoyle, 1978). 
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Auditor switching can also help prevent sudden collapse of companies. Major corporate 

scandals like Worldcom and Enron (US), One Tel (Australia), Nortel (Canada), Parmalat 

(Italy), Transmile Group Berhad (Malaysia), Oceanic Bank (Nigeria), Intercontinental Bank 

(Nigeria), Afribank and Cadbury (Nigeria), among several others have all been linked 

directly or indirectly to deception, misleading, and untruthful accounting (Vlatu, Amat, and 

Cuzdrirean,2017; Uwuigbe, Peter, andOyeniyi,2014); all these led to the loss of hundreds of 

billions of financial resources. Auditor switching decision can help restore confidence in the 

regulatory system, which was found to be the case in Italy (Healey and Kim, 2003; Boon, 

Tze, Adedeji and Sin, 2016; Liu, 2017; and Sonu, 2017). Furthermore, if a client seeks a new 

auditor, auditors will compete with themselves to win the tender and differentiate themselves 

in terms of service (Hoyle, 1978; Gharibi and Geraeely, 2016; and Kusrina and Yulivani, 

2016).  

 

The market share gap between the Big-4 and smaller firms have become wider potentially 

reducing the possibility for small audit firms to become significant service providers in this 

market segment (World Bank, 2004). Thus, most corporations in sub-Saharan Africa have 

considered switching from smaller audit firms to the Big-4.  Sub-Saharan Africa is divided 

into three (4) regions namely West Africa, Southern Africa, East Africa and North Africa. 

The study expands its scope to sub-Saharan Africa countries like Nigeria (West), South 

Africa (Southern), and Kenya (East).  More worrisome is the fact that the issue of whether 

auditor switch decisions may affect corporate performance in sub-Saharan Africa in a single 

study has been a subject that has not been deeply researched. Again, few studies on auditor 

switch decisions and corporate performance have employed a specific measure, which may 

not provide a good predictor of auditor switch decision and corporate performance. Sook, et 

al (2019); and Tan, Ong, Chong and Samuel (2016) contended that a good measure for 

auditor switch decision and corporate performance should be an uninterrupted process rather 

than a discrete measure, given that auditor switching decision and corporate performance are 

multidimensional concepts. 

 

Auditor switch decisions were examined in this study using Big-4 and non-Big-4 auditors, 

while corporate performance was measured using return on asset, return on equity, earnings 

per share, return on capital employed, and Tobin's Q. In addition, many control measures that 

can affect company performance, such as audit fee and audit opinion, were implemented. In 

view of the foregoing, the purpose of this study was to look into the impact of auditor switch 

decisions on the performance of listed non-finance companies in Sub-Saharan Africa. 

 

2. REVIEW OF RELATED LITERATURE 

2.1 Auditor Switch Decisions  

Auditor switching refers to the process of selecting the next auditing firm to handle the firm's 

external auditing once the current audit firm's term expires, though it can also occur for other 

reasons such as contract breach. Various statutes in Sub-Saharan Africa require companies to 

have their financial statements audited by external auditors, while directors are responsible 

for financial statement preparation and presentation in accordance with the International 

Financial Reporting Standards (IFRS) or similar standards (Olowookere and Inneh, 2016; and 

Elkana, 2016). For instance, in Nigeria, section 357(1) of the Companies and Allied Matters 

Act (CAMA, 2020 as amended) Cap C20, Laws of the Federal Republic of Nigeria (FRN) 

states that: “every company shall at each Annual General Meeting (AGM) appoint an auditor 

or auditors to audit the financial statements of the company and to hold office from the 

conclusion of that, until the conclusion of the next AGM”.  
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This situation is comparable to that in Kenya, where corporations are required to hire external 

auditors. “Every company shall designate an auditor or auditors at each AGM to hold office 

from the conclusion of that, until the completion of the next AGM,” according to Section 

159(1) of the Company Act Revised (2012) CAP. 486, Laws of Kenya. In South Africa, 

section 90(1) of the Businesses Act, 2008, No. 71, which abolished the Companies Act, 1973, 

No. 61) and amended the Close Corporations Act, 1984, 69), requires companies to engage 

an auditor "upon its incorporation, and each year at its AGM." 

 

Consequently, the decision to select a particular audit firm or switch auditors is complex and 

often requires due consideration of the cost or quality implications or both. This is mainly due 

to the principal-agent problem in separation of ownership and control of a firm (Jensen and 

Meckling, 1976); the separation of risk bearing, decision-making and control function in 

firms (Francis and Wilson, 1988). Several factors affect auditor switch decisions and are 

broadly classified as behavioural, economic or perhaps a mixture of both. They include issues 

like disagreement about content of financial reports (Addams and Davis, 1994); disagreement 

about auditor’s opinion; change of management (Beattie and Fearnley, 1998); auditor’s fees 

(Ismail, Aliahmed, Nassir, and Hamid, 2008; Addams and Davis, 1994); audit firm size and 

reputation (Knechel, Niemi, and Sundgren, 2008; Knechel, 2002; and Wallace, 1981) among 

others. 

 

According to Mohamed and Habib (2013), auditor switch choices are primarily based on 

issues of auditor independence and audit quality. In Nigeria, on the other hand, approximately 

2,000 audit firms provide services to both listed and unlisted corporations (World Bank, 

2011). Despite the fact that there are many audit companies available, the audit market is 

dominated by a small number of large audit firms known as the "Big-4." In Nigeria, KPMG, 

Ernst & Young, Akintola Williams Deloitte, and Price water house Coopers are the top four 

audit firms (PWC). The World Bank (2004) provides that big-4 audit firms provide audit 

services for about 90percent of listed firms in Nigeria while about 10 per cent are national 

firms with international affiliation audit.  

 

2.2 Firm Performance 

The concept of corporate performance refers to the benefits stemming from the shares, 

functioning and operations which are usually captured in the financial statements of an entity. 

Corporate performance could be measured with variables like profitability ratios in the form 

of earnings per share, dividend per share, return on asset, return on equity, earnings yield, 

profit margin, return on investment, operating profit, return on capital employed among 

others or market-based measures like Tobin’s Q.  An entity’s performance can be ascertained 

from the financial statement.  Consequently, a good performing entity is deemed to reinforce 

quality disclosure in its financial statements (Herly and Sisnuhadi, 2011).  

 

Again, shareholders are interested in performance ratios since it indicates the progress and 

rate of return on their investments.  Kapopoulos and Lazaretou (2007) criticised the profit 

measure for its backward-looking element and its partial estimation of future events in terms 

of depreciation and amortization.  In accounting, the rate of profit is often limited by 

standards established by the accountancy profession and hence the various methods 

employed for the determination of tangible and intangible assets.  

 

Besides, market-based measurement ratios are characterised by its forward-looking aspect 

and its reflection of the expectations of the shareholders regarding the entity’s future 
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performance, which has its basis on either prior or current financial performance (Wahla, 

Shah and Hussain, 2012).  Examples of the market-based measurement are Tobin’s Q, market 

value added, market-to-book value, annual stock return, dividends yield etc.  Market-based 

expectations for an entity’s performance may result in management incentive to modify their 

holdings on basis of their expectations of the future performance.  Accounting literature has 

revealed that there are some distinct differences between the two measures of corporate 

performance. This includes accounting performance ratios which are described as the 

backward-looking measures, and Tobin’s Q, mostly seen as a forward-looking measure of an 

entity’s performance.  

 

Furthermore, studies have shown that accounting-based measurement like return on asset, 

return on equity, earnings per share, book value per share, dividend per share etc. are 

employed for the short-term financial performance of an entity while the market-based 

measurement are employed for future financial   performance of an entity. In view of the 

above, this study focused on both accounting-based and market-based measurements of 

corporate performance. The accounting-based measures of the study include earnings per 

share, return on capital employed and market-based measure, Tobin’s Q. 

 

2.2.1 Earnings per Share  

Earnings per Share (EPS) is a vital performance dynamic in that it weights the profit 

attributable to ordinary shareholders in relation the average number of ordinary shares of 

corporations.  This study estimated EPS as the difference in profit after tax and preference 

dividend divided by number of ordinary shares ranking for dividend for a financial year.  

Besides, EPS can be gauged as profit after tax while subtracting preference dividend and 

minority interest divided by number of ordinary shares ranking for dividend for a financial 

year. Prior studies have shown that EPS is a key performance measure that is being affected 

by auditor switch compared to performance measures of ROA and ROE (Ismail et al 2008; 

and Choi and Wong, 2007). 

 

Studies by Ismail et al (2008); Knechel et al (2008)found evidence that auditor switch 

decisions have the tendency to affect corporate performance measure of EPS. To these 

researchers, when there is enough dispersion in investors beliefs in relation to expected 

earnings as disclosed by an auditor firm, management may switch audit firm to beat expected 

earnings and report the earnings found in financial statements of corporate entities.  

 

Besides, prior studies (Ismail et al 2008; Choi and Wong, 2007; and Knechel et al (2008) 

have all included EPS in assessing the nexus between auditor switch decisions and corporate 

performance. Thus, this current study included EPS as a performance measure in order to 

resolve the puzzle in the accounting literature and we hence hypothesized that auditor switch 

decision has no association with earnings per share of listed non-finance firms in sub-Saharan 

Africa. 

 

2.2.2 Return on Capital Employed 

Companies utilize the Return on Capital Employed (ROCE) financial ratio to assess their 

performance. Because it assesses a company's profitability after factoring in the capital spent 

to generate that profitability, ROCE is a good indicator of its efficiency. It's the ratio of 

earnings before interest and taxes (EBIT) to the amount of capital used. Share Capital + 

Retained Earnings + Long-Term Borrowings are typically included in the capital employed 

number. Total Assets minus Current Liabilities can also be used to calculate capital utilized. 
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Capital employed is a good measure of the total resources that a business has available to it. 

EBIT also known as operating income, shows how much a company earns from its operations 

alone without regard to interest or taxes.  

 

The majority of the studies utilized ROE and ROA, but the researcher included ROCE since 

it considers both debt and equity financing and is a better indicator of a company's 

performance or profitability over a longer period of time. As a result, the researcher believes 

that the decision to switch auditors has a significant impact on the return on capital employed. 

As a result, the researcher hypothesized that the decision to switch auditors has no significant 

impact on the return on capital employed of listed non-finance firms in Sub-Saharan Africa. 

 

2.2.3 Tobin’s Q 

Tobin’s Q is a market ratio estimating the market value of a firm to the replacement cost of 

its assets.  In the accounting literature, there is dearth of empirical evidence on the link 

between auditor switch decision and corporate performance dynamic of Tobin’s Q, especially 

in sub-Saharan Africa countries such as Nigeria, South Africa, Kenya and Egypt.   The dearth 

of empirical studies on auditor switch decisions and Tobin’s Q may be connected with the 

fact that the variable is a market-based measure of performance and not accounting-based 

performance measure.  
 

Consequently, the researcher believes that auditor switch decision may have a strong 

influence on the market value of an entity since management of enterprises may want to 

portray a strong or better market value to both inside and outside shareholders. On the basis 

of the above, the researcher introduced Tobin’s Q in the empirical model and hence 

hypothesized that there is no connection between auditor switch decision and Tobin’s Q of 

listed non-finance firms in sub-Saharan Africa. 
 

2.3 Control Variables of the Study  

2.3.1 Audit Fee  

Audit fees are costs incurred by companies to pay public accounting firms to audit the 

company’s financial   statements. Existing literature shows that auditee size and complexity 

are major determinants of audit costs incurred by an auditee. Audit fee is one of the factors 

that affect auditor switch decisions (Ismail et al 2008; and Addams and Davis, 1994) and 

hence we used it as one of our control variables. 
 

2.3.2 Audit Opinion 

An auditor’s opinion is a certification that accompanies financial statements. It is based on an 

audit of the procedures and records used to produce the financial statements and delivers an 

opinion as to whether material mis-statements exist in the financial statements. Audit reports 

are required by law if a company is publicly traded or in an industry regulated by the 

Securities and Exchange Commission (SEC). 
 

Defond and Jiambalvo (1993) suggest that an auditor-client disagreement usually occurs 

when the auditor objects to a controversial accounting procedure that the management uses or 

proposes to use. This can lead to switch of auditor if not handled. Disagreement about 

auditor’s opinion is established as a factor that affects auditor switching decisions.  Lei, Zhou 

and Wang (2020) in their work found out that auditor resignations are more often 

accompanied by auditor-client disagreements. 

 

 



International Journal of Research in Education and Sustainable Development | ISSN: 2782-7666 

Vol. 1, Issue 9 (September, 2021) | www.ijaar.org 
 

72 

3. RESEARCH METHODS 

This study used the ex-post facto design since it is concerned with establishing the cause and 

effect relationship between the dependent and independent variables.  The population of the 

study comprised of all listed non-finance firms in the selected sub-Saharan Africa countries.  

In the selected sub-Saharan Africa countries, there are one hundred and sixteen (116) firms in 

Nigeria, three hundred and forty (340) in South Africa, and forty (40) in Kenya, amounting to 

four hundred and ninety-six (496) firms.  
 

The stratified random sampling technique was adopted in selecting the most viable countries 

from Stock Exchanges of sub-Saharan Africa countries. The sample selection is influenced 

due to the stability of a country’s economy and the viability of her Stock Exchange.  Having 

selected the countries based on their relative economic growth and stability, the purposive 

sampling technique was used in selecting the numbers of firms from the non-finance sector in 

each country; bearing in mind the data requirements needed for the analysis. In view of this, 

seventy-five (75) firms was selected in Nigeria, one hundred and twenty-seven (127) in South 

Africa and twenty-nine (29) in Kenya, resulting to two hundred and thirty-one (231) non-

finance firms in the selected countries of sub-Saharan Africa. 

Data obtained included auditor switch decisions (Big-4 and non-Big-4 audit firms, audit fees 

and audit opinion), and corporate performance (return on capital employed, earnings per 

share and Tobin’s Q).  Data were sourced from the annual reports and accounts of the 

selected firms of sub-Saharan Africa during the period 2012-2019. Both descriptive (mean, 

median, standard deviation, minimum, maximum values, skewness, kurtosis and correlation 

matrix) and inferential (Breusch-Pagan Cook, Principal Component Analysis, Fixed and 

Random Effects, and Hausman specification tests) statistical techniques were used.  In view 

of the variables of the study, the following empirical models were estimated: 

tobq  = f (big4, audo, audfee)   ……………… (1) 

eps  = f (big4, audo, audfee)   ……………… (2) 

roce  = f (big4, audo, audfee)   ……………… (3) 

Equations 1-3 can be written econometrically as presented in equations 4-6 as follows: 

tobqit = ɳ0 + ɳ1big4it + ɳ2audoit + ɳ3audfeeit + ∑t  …………………..…(4) 

epsit = ɳ0 + ɳ1big4it + ɳ2audoit + ɳ3audfeeit + ∑t  …………………..…(5) 

roceit = ɳ0 + ɳ1big4it + ɳ2audoit + ɳ3audfeeit + ∑t  …………………..…(6) 

Where:  tobq = Tobin’s Q; eps = Earnings per share;  roce =  Return on capital employed;  

big4 =  Big-4 and non-Big4 audit firm; audo = Audit opinion; audfee =Audit fee; t = Time 

dimension of the variables; ɳ0 = Constant or intercept;  ɳ 1-3 = Coefficients to be estimated or 

the coefficients of slope parameters. The expected signs of the coefficients (a-priori 

expectations) are such that ɳ1 ɳ2 ɳ3> 0. 
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Table 1: Description of Variables 

Source: Researcher’s Compilation, 2021 

 

4. RESULTS AND DISCUSSIONS 

Table 2: Summary of Descriptive Statistics (Idiosyncratic) 

Variables Mean Median Std. Dev. Min Value Max. Value Kurtosis Skewness  Sum 

Roce(N) 9.6 13.5 82.3 -937.7 468.4 84.0 -7.3 5713.5 

Eps(N) 1.8 0.3 5.9 -20.2 57.6 35.7 4.8 1079.7 

Tobq(N) 1.5 1.0 1.4 0.12 11.29 15.1 3.1 887.4 

Audfee(N) 0.6 0.1 3.5 0 54.8 186.4 13.3 346.4 

Big4(N) 0.6 1 0.5 0 1 1.07 -0.28 340 

Audo(N) 0.3 0 0.2 0 1 33.1 5.7 17 

Roce(S) -56.9 12.7 3309.5 -103282.6 13133.3 940.3 -29.9 -57478.8 

Eps(S) 13.6 1.2 145.6 -284.8 2890.0 307.8 17.1 13699.4 

Tobq(S) 3.6 1.2 13.3 -2.9 335.3 395.4 17.1 3657.8 

Audfee(S) 3.8 0.1 55.70 0 1441.4 494.1 21.1 3716.6 

Big4(S) 0.8 1 0.5 0 1 99.4 4.8 766 

Audo(S) 0 0 0 0 0 0 0 0 

Roce(K) 12.6 11.2 36.5 -148.9 300.6 22.9 1.9 3047.7 

Eps(K) 5.8 2.3 11.8 -17.5 54.3 8.6 2.3 1392.2 

Tobq(K) 1.4 0.9 1.4 0.2 8.5 10.3 2.6 332.9 

Audfee(K) 0.2 0.1 0.5 0.5 6.6 95.8 8.8 49.4 

Big4(K) 0.8 1 0.4 0.4 1 3.3 -1.5 167.0 

Audo(K) 0 0 0 0 0 0 0 0 

Source: Researcher’s Computation via STATA 13.0; N-Nigeria; S-South Africa; K-Kenya 2021 

The descriptive analysis revealed that the mean (average) return on capital employed (roce) 

of the publicly non-finance firms in each sub-Saharan Africa countries are around 9.6 

(Nigeria), -56.9 (South Africa) and 12.6 (Kenya) with the highest score of 12.6 (Kenya). 

Moreover, the lowest score is -103282.6 (South Africa); this is expected since South Africa 

has more listed non-finance firms compared to other regions of sub-Saharan Africa. 

Impliedly, the average roce is about 9.6% (Nigeria), -56.0% (South Africa) and 12.6% 

(Kenya). However, non-finance firms roce in sub-Saharan Africa are considered very low in 

the period investigated. 

`` Description 

big4 A dummy variable indicated as 1 if a firm chooses a Big-4 otherwise 0. Big-4 refers 

to the following auditor companies 

roce EBIT/by Total Asset - Current Liabilities  

tobq Market Value per Share(MVS) + Total Debt(TD)/Total Asset(TA)  

MVS =  Market value of all outstanding shares, i.e. the firm's stock price of 

 outstanding shares 

TA     =  Firm's assets, i.e. cash, receivables, inventory and plant book value  

D       =  Total Debt (defined as: (AVCL – AVCA) + AVLTD 

AVCL  =  Accounting value of the firm's Current Liabilities =  Short-Term 

 Debt + Taxes Payable  

AVLTD =  Accounting value of the firm's Long Term debt = Long Term Debt  

AVCA   =  Accounting value of the firm's Current Assets = Cash +   

  Inventories +  Receivables 

eps Profit After Tax (PAT) divided by Outstanding Shares 

audo Dummy(1,0), computed as "1" for firms that external auditor use qualified opinion 

statement or modified it going concern opinion on the audit report and "0" otherwise 

audfee Amount paid to auditors divided by revenue 
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Similar situations were found for the non-finance firms’ earnings per share (eps), Tobin’s Q 

(tobq) audit fee (audfee), Big-4 audit firm (big4) and audit opinion (audo) in sub-Saharan 

Africa such that Kenya recorded the most intriguing mean values, followed by Nigeria and 

South Africa, the least.  In fact, the standard deviation values of roce, eps, tobq, audfee, big4, 

audo indicated that the sampled firms in sub-Saharan Africa are not too dispersed from each 

other, particularly for Nigeria and Kenya and that most likely the study variables are not 

constant over time.  

 

Remarkably, the panel data series (roce,eps, tobq, audfee, audo) for Nigerian non-finance 

firms displayed non-zero skewness except big4.  In the case of South Africa, the panel data 

series (roce,eps, tobq, audfee, big4) showed non-zero skewness except audo while for Kenya 

(roce, eps, tobq, audfee, big4) displayed non-zero skewness except audo. More so, variables 

of roce (-7.3), big4 (-0.28) were skewed to the left as shown by the negative values for 

Nigeria, roce (-29.9), for South Africa and big4 (-1.5) for Kenya while the other variables for 

each countries of sub-Saharan Africa were positively skewed.  

 

In addition, all the variables have a normal distribution as indicated by the kurtosis values, 

which are above three (3) as suggested by Gujarati (2003), except big4 (Nigeria), audo for 

South Africa and Kenya; impliedly, the study variables are normally distributed.  Noteworthy 

is the fact that most quoted non-finance firms studied received more of unmodified opinion in 

the current year (as indicated in the minimum values – zero), while non-finance firms in sub-

Saharan Africa switch around the big-4 audit firms. 

 
Table 3: Summary of Descriptive Statistics (Aggregate) 

Variables Mean Median Std. Dev. Min Value Max. Value Kurtosis Skewness  Sum 

Roce -26.9 12.7 2464.4 -103282.6 13133.3 1696.1 -40.3 -49021.3 

Eps 8.9 0.8 108.7 -284.8 2890 553.3 22.9 16102.6 

Tobq 2.7 1.1 9.9 -2.9 335.3 693.4 22.5 4851.8 

Audfee 2.3 0.1 41.4 0 1441.4 895.8 28.4 4112.4 

Big4 0.7 1 0.5 0 10 62.8 2.7 1273 

Audo 0 0 0 0 1 62.4 7.8 17 

Source: Researcher’s Computation via STATA 13.0 2021 

The descriptive analysis showed that the mean (average) return on capital employed (roce) of 

the publicly non-finance firms in sub-Sahara Africa countries are around -26.9 with the 

highest score of 8.9(eps). More so, the lowest score is 1234256 (roe). This implies that, the 

aggregate average roce is about -26.9% for the studied regions of sub-Saharan Africa. Again, 

the non-finance firms roce in sub-Saharan Africa are considered very low in the period 

studied. 

 

Furthermore, the standard deviation values of corporate performance variables (roce, eps, and 

tobq) indicated that the firms’ corporate performance variables in sub-Saharan Africa are 

dispersed from each other; an indication that most likely some firms in sub-Saharan Africa 

performed superior than others in the investigated period. Notably, all the panel data series 

(roce:-40.3, eps:22.9, tobq:22.5, audfee:28.4, audo:2.7, big4:7.8) for the non-finance firms 

in sub-Saharan Africa displayed non-zero skewness; this position is quite similar to those 

obtained in the idiosyncratic descriptive statistics in Table 2.  

 

More so, variable of roce (-40.3) is skewed to the left as shown by the negative value for the 

aggregate sub-Saharan Africa countries while the other variables (eps: 22.9; tobq: 22.5; 

audfee: 28.4; big4: 2.7; audo: 7.8) were positively skewed. Besides, all the variables have a 

normal distribution as indicated by the kurtosis values, which are greater than three (3) as 
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recommended by Gujarati (2003).  This implies that the study variables are normally 

distributed.    

 
Table 4: Pearson Correlation Matrix 

Variables Roce Eps Tobq Audfee Big4 Audo 

Roce 1.0000      

Eps 0.0445 1.0000     

Tobq -0.0055 0.0425 1.0000    

Audfee 0.0034 0.0102 -0.0105 1.0000   

Big4 0.0344 0.0920 0.0313 0.0270 1.0000  

Audo -0.0107 -0.0394 0.0082 -0.0060 0.0259 1.0000 

Source: Researcher’s Computation via STATA 13.0, 2021 

Table 4 showed that the correlation between auditors switching decision and corporate 

performance is positive except for tobq (-0.0055). This implies that during the studied period, 

tobq moved together in similar direction (negatively) with auditors switching decision, 

particularly for audo.  Thus, there is a negative correlation between tobq and auditor 

switching decision (audo) while the other variables move in the opposite direction (positive) 

as indicated in the Pearson r values.  

More importantly, the Pearson coefficient did not exceed the maximum threshold of 0.8, as 

recommended by Gujarati (2003), suggesting the absence of multi-collinearity among pairs of 

independent variables of the study. The above result is further confirmed by the Breusch-

Pagan and Cook-Weisberg test. 

 
Table 5: Breusch-Pagan and Cook-Weisberg Results of Variables 

Ho:  Constant Variance     Variables: Fitted values of roce, eps, tobq 

Chi2(2) = 158.27   Prob. > Chi2 = 0.0000 

Source: Researcher’s Computation via STATA 13.0, 2021  

The Breusch-Pagan/Cook-Weisberg results showed that the auditors switching decision and 

corporate performance variables fit-well in the estimated models, since it is statistically 

significant at 0.05% level; an indication of the absence of heteroskedasticity problem in the 

estimated model of the study.   

 
Table 6: Principal Component Analysis (PCA) of Auditors Switching and Corporate Performance in Sub-

Saharan Africa  

Component  Eigenvalue  Difference  Proportion  Cumulative  

Comp1 2.7548 1.6389 0.3443 0.3443 

Comp2 1.1159 0.9023 0.1395 0.4838 

Comp3 1.0257 0.0155 0.1282 0.6120 

Comp4 1.0101 0.0479 0.1263 0.7383 

Comp5 0.9622 0.0751 0.1203 0.8586 

Comp6 0.8871 0.7380 0.1109 0.9695 

   Source: Researcher’s Computation via STATA 13.0 Unexplained Variance = 89.4%;  

LR test: independent vs. saturated:  chi2 =  401.84; Prob>chi2 = 0.0000, 2021 

The eigenvalue factors revealed the strongly correlated determinants for assessing factors 

predicting auditors switching decision and corporate performance of quoted non-finance 

companies in sub-Saharan Africa. In this study, there were six (6) factors found with 

eigenvalues.  Factor 1 had a factor loading of 2.7 and above has been selected based on the 

recommendations of Hair (1998) that factor loading above 0.5 are very significant to establish 

minimum loading required to constitute an item. The factors have explained 89.4% of the 
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total variance.  Consequently, there is need for non-finance firms in sub-Saharan Africa to 

expand performance level (eps, roce, tobq). 

 
Table 7: Factor Loadings (Pattern Matrix) and Unique Variances  

 

Factor  

 

Factor 1 

 

Factor 2 

 

Factor 3 

 

Factor 4 

 

Uniqueness  

Commonality 

Ʃ(loading)2 or 1(-

uniqueness)% 

Roce 0.9312 0.0112 -0.0520 0.0035 0.1300 87.0% 

Eps 0.0452 0.2397 -0.0186 -0.0071 0.9401 5.99% 

Tobq -0.0051 0.1278 0.0406 -0.0620 0.9782 2.18% 

Audfee -0.0001 0.0584 -0.0037 0.0936 0.9878 1.22% 

Big4 0.0362 0.2187 0.0754 0.0197 0.9448 5.52% 

Audo 0.0146 -0.0550 0.2505 0.0035 0.9340 6.60% 

Source: Researcher’s Computation via STATA 13.0, 2021 

Presented in Table 7 is the factor loading estimates; it was found that the three (3) variables 

(roce, eps, tobq) are strongly related with some specific factors and indicates the extent to 

which those variables (audfee, big4, audo) load on the factors (roce, eps, tobq). In addition, 

the unique variances suggest that audit opinion (audo: 6.6%) and big-4 auditors (big4: 

5.52%) are the highest commonality variables while audit fee (audfee: 1.22%) is the lowest 

commonality variable among the auditor switching decision components.  

Impliedly, the opinions expressed by auditors as well as the Big-4 auditors are the most 

considerable determinants of corporate performance (roce, eps, tobq) among the studied 

firms in sub-Saharan Africa.  Interestingly, the commonality values showed that among the 

corporate performance variable, return on capital employed (roce: 87%) is the most driven by 

auditors switching decision while Tobin’s Q (tobq: 2.18%) and earnings per share (eps: 

5.99%) are the least.  In addition, the PCA result showed that the switch to the Big-4 auditors 

is the factor that really counts and determines corporate performance of listed firms in sub-

Saharan Africa. 

 
Table 8: Fixed and Random Effects Results for Auditor Switching Decision and Earnings per Share  

Variables Big4 Audit Firms (Big4) Audit Fee (Audfee) Audit Opinion (Audo)  

FIXED EFFECT(FE) MODEL 

Coefficient 

t_Statistics 

Probability_t 

2.0898 

(3.01) 

{0.003} 

0.0017 

(0.26) 

{0.799} 

-4.1887 

(-1.40) 

{0.016} 

No. of Obs.=1072;   F(3, 1061)=3.65;  Prob.>F(0.0123); R2(within)=0.0102;  R2(between)=0.0280; R2(overall)=0.0103 

RANDOM EFFECT (RE) MODEL 

Coefficient 

t_Statistics 

Probability_t 

2.1068 

(3.05) 

{0.002} 

0.0016 

 (0.25) 

{0.806} 

-4.0655 

(-1.37) 

{0.171} 

No. of Obs.=1070; Wald chi2(3)=11.05; Prob.>F(0.0115);   R2(within)=0.0102; R2(between)=0.0304; R2(overall)=0.0103 

Hausman: = 0.9475; Note: t & z -statistics and their respective probabilities are represented in () and {}  

: *** represents 1% & ** represent 5% level of significance  Source: Researcher’s Computation via STATA 13.0, 2021 

Table 8 provides the summary result obtained from both fixed and random effect models for 

auditors switching decision (big4), earnings per share (eps), controlled by audit fee (audfee) 

and audit opinion (audo) model.  The model of auditors switching decision and earnings per 

share has higher beta coefficient when RE is used; RE beta coefficient are big4 (2.1068), 

audifee (0.0016), and audo (-4.0655), which is higher than FE.   

 

The Hausman specification revealed that the random effect model was appropriate for use. 

However, the study confirmed the result by taking a look at the p-value (0.9475); this implies 

acceptance of the null hypothesis since p-value was not significant at 5% level.  Furthermore, 

the t-test results (RE) confirm that auditors switching decision (big4) is significant in 
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explaining the variation in earnings per share (eps). Nevertheless, R
2 

is 0.0103 for RE; 

impliedly, auditors switching decision explained about 1.3% variation in earnings per share 

(eps). The results of Wald statistic is 11.05 with Prob. value of 0.115, indicating that there is 

significant effect of auditor switch decisions on earnings per share of listed non-finance firms 

in sub-Sahara Africa. 
 
Table 9: Fixed and Random Effects Results for Auditor Switching Decision and Tobin’s Q  

Variables Big4 Audit Firms (Big4) Audit Fee (Audfee) Audit Opinion (Audo)  

FIXED EFFECT(FE) MODEL 

Coefficient 

t_Statistics 

Probability_t 

0.3170 

(0.96) 

{0.337} 

-0.0016 

(-0.49) 

{0.626} 

-0.0288 

(-0.02) 

{0.984} 

No. of Obs.=1072;   F(3, 1061)=0.38;  Prob.>F(0.7675); R2(within)=0.0011;  R2(between)=0.0970; R2(overall)=0.0011 

RANDOM EFFECT (RE) MODEL 

Coefficient 

t_Statistics 

Probability_t 

0.3470 

(1.05) 

{0.293} 

-0.0012 

 (-0.37) 

{0.713} 

0.3435 

(0.24) 

{0.809} 

No. of Obs.=1072; Wald chi2(3)=1.29; Prob.>F(0.7305);    R2(within)=0.0010; R2(between)=0.5289; R2(overall)=0.0012 
Hausman: = 0.0001; Note: t & z -statistics and their respective probabilities are represented in () and {}  

: *** represents 1% & ** represent 5% level of significance; Source: Researcher’s Computation via STATA 13.0, 2021 

Table 9 provides the summary result obtained from both fixed and random effect models for 

auditors switching decision (big4), Tobin’s Q (tbq), controlled by audit fee (audfee) and audit 

opinion (audo) model.  The model of auditors switching decision and Tobin’s Q has higher 

beta coefficient when RE is used; the RE beta coefficient are big4 (0.3470), audifee (-

0.0012), and audo (0.34435), which is higher than FE.   

 

The Hausman specification revealed that the fixed effect model was appropriate for use. 

However, the study confirmed the result by taking a look at the p-value (0.0001); this implies 

acceptance of the alternate hypothesis since p-value was significant at 5% level.  

Furthermore, the t-test results (FE) confirm that auditors switching decision (big4) is 

insignificant in explaining the variation in Tobin’s Q (tbq). Nevertheless, R
2 

is 0.0011 for FE; 

impliedly, auditors switching decision explained about 0.11% variation in Tobin’s Q (tbq). 

The results of F-value is 0.38 with Prob. value of 0.7675, indicating that there is no 

significant effect of auditor switch decisions on Tobin’s Q of listed non-finance firms in sub-

Saharan Africa. 

 
Table 10: Fixed and Random Effects Results for Auditor Switching Decision and Return on Capital 

Employed 

Variables Big4 Audit Firms (Big4) Audit Fee (Audfee) Audit Opinion (Audo)  

FIXED EFFECT(FE) MODEL 

Coefficient 

t_Statistics 

Probability_t 

35.3335 

(1.04) 

{0.298} 

-0.0120 

(-0.04) 

{0.972} 

-60.3003 

(-0.41) 

{0.680} 

No. of Obs.=1072;   F(3, 1061)=0.41;  Prob.>F(0.7449); R2(within)=0.0012;  R2(between)=0.3797; R2(overall)=0.0013 

RANDOM EFFECT (RE) MODEL 

Coefficient 

t_Statistics 

Probability_t 

38.4196 

(1.14) 

{0.256} 

0.0265 

 (0.08) 

{0.938} 

-55.0064 

(-0.38) 

{0.705} 

No. of Obs.=1072; Wald chi2(3)=1.42; Prob.>F(0.7002);    R2(within)=0.0011; R2(between)=0.5048; R2(overall)=0.0013 

Hausman: = 0.4265; Note: t & z -statistics and their respective probabilities are represented in () and {}  

*** represents 1% & ** represent 5% level of significance; Source: Researcher’s Computation via STATA 13.0, 2021 

Table 10 captures the summary result obtained from both fixed and random effect models for 

auditors switching decision(big4), return on capital employed(roce), controlled by audit fee 

(audfee) and audit opinion (audo) model.  The model of auditors switching decision and 

return on capital employed has higher beta coefficient when RE is used; the RE beta 

coefficient are big4 (38.4196), audifee (0.0265), and audo (-0.38), which is higher than FE. 
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The Hausman specification revealed that the random effect model was appropriate for use. 

However, the study confirmed the result by taking a look at the p-value (0.4265); this implies 

acceptance of the alternate hypothesis since p-value was significant at 5% level.  In addition, 

the t-test results (RE) confirm that auditors switching decision (big4) is insignificant in 

explaining the variation in return on capital employed (roce). Nevertheless, R
2 

is 0.0013 for 

RE; impliedly, auditors switching decision explained about 0.13% variation in return on 

capital employed (roce).  The results of Wald statistic is 1.42 with Prob. value of 0.7002, 

indicating that there is no significant influence of auditor switch decisions on return on 

capital employed of listed non-finance firms in sub-Saharan Africa. 

 

First, the study found that all panel data series of corporate performance (roce,eps, tobq) and 

audfee, audo and big4for non-finance firms in sub-Saharan Africa showed non-zero 

skewness; this position is quite similar to those obtained in the idiosyncratic descriptive 

statistics.  Again, variable of roce was skewed to the left for the aggregate sub-Saharan 

Africa countries while the other variables – eps, tobq,audfee, big4 and audo were positively 

skewed.   Second, Pearson correlation matrix showed that the correlation between auditor 

switch decision and corporate performance is positive except for tobq.. Thus, there is a 

negative correlation between tobq and auditor switching decision (audo) while the other 

variables move in the opposite direction (positive) as indicated in the Pearson r values  

 

Interestingly, the PCA result showed that the switch to Bi-4 audit firm is the factor that 

counts and determines corporate performance of firms in sub-Saharan Africa the most.  More 

so, the study found that there is significant effect of auditor switch decisions on earnings per 

share of listed non-finance firms in sub-Saharan Africa; this result in part agrees with the 

findings of Sook, et al, (2019); and Liu and Liu (2008).  The study found that there is no 

significant effect of auditor switch decisions on Tobin’s Q of listed non-finance firms in sub-

Saharan Africa; this result in part agrees to the finding of Tan, et al, (2016).  

 

Finally, the study revealed that there is no significant influence of auditor switch decisions on 

return on capital employed of listed non-finance firms in sub-Saharan Africa; this result 

agrees with the findings of Kusrina and Yulivani (2016); Tan, et al, (2016); Boon, et al, 

(2016); and Al-Ani and Mohamed (2015). Overall, the results of our study showed that while 

auditor switch decisions significantly and positively affects corporate performance measures 

of earnings per share, the opposite was the case for return on capital employed, and Tobin’s 

Q, particularly those of sub-Saharan Africa – Nigeria (West Africa), Kenya (East Africa) and 

South Africa (Southern Africa).  

 

5. CONCLUSION AND RECOMMENDATIONS  

From 2012 to 2019, this study looked at auditor switch decisions as predictors of firm 

performance in Sub-Saharan Africa. Findings showed that auditor switch decisions increased 

earnings per share in Sub-Saharan Africa significantly; however, return on capital employed 

and Tobin's Q did not increase significantly as a result of the switch to big-4 audit firms, 

possibly due to the audit fee paid by management and the auditors' opinion. 

 

In general, our findings differ from those of previous studies on the consequences of auditor 

switch decisions on company performance, which have shown mixed outcomes. Surprisingly, 

the study reveals that while auditor switch decisions affect certain factors, such as earnings 

per share, the converse was found for other corporate performance measures, such as return 
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on capital employed and Tobin's Q of enterprises in Sub-Saharan Africa. The following 

recommendations were made based on the findings of the study: 

1. The study discovered that business performance (earnings per share) is heavily 

influenced by auditor switch decisions (big4 vs. nonbig-4 audit); as a result, 

management should keep an eye on firm profits in order to improve audit choice, 

resulting in improved firm earnings.  

2.        The study found that auditor switch decisions have no substantial impact on Tobin's Q. 

As a result, enterprises in Sub-Saharan Africa should analyze the quality of their 

auditor before transferring, in order to increase their market share (Tobin's Q). 
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