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ARTICLE INFO ABSTRACT

Article history: The global agitation for women participation in tberporate decisic-making of the
Received 3 March 2016; accepted 2 board of directors is widely receiving attentionivéh their apathy to fraudule
May 2016; published 26 May 2016 activities and increase corporate fpemance. Consequent upon the motivation

setting aquota for women on boards of some EuropedrAsian countries. The stu
aims to examine the influence of women directoreamporate boards in enhancing

Keywords: quality financial reporting in the Nigerian listetbn{financial companiesThe study
Gender diversity, managerial share employed the ordinary least square techniquanalyzin¢ the data, using a sample of
ownership, board independence, 101 firms of norfinancial companies for the period from 2010 to £0The stud)
financial reporting quality. adopts McNicholas modified Dechow and Dec{#002) model to proxy for financi

reporting quality. The result indicatestibard gender diversity proved to be -
significant but positively associated with the dyabf financialreporting, perhaps due
to thenegligible number on the corporate bsaiThus, demean populbelief in their
monitoring functions. Whereas, board independendenaanagerial share of owners
were positively significant. Impliedly,the curreptoportionally aminimal number of
women on boardsseverely limits their monitgrirole as well as their impacts
enhancing the quality of financial reporting. A<lsuproportional increases of wom
on boards in addition to regulatory changes harmiogimultiple codes of corpora
governance, increasedindustrial experience, amahdial expertise, are factorswt
womenpossessedmigiositivelyimpact on the quality of financial repoit listed no-
financial companies.

INTRODUCTION

The Corporate Governance (CG)guideline is ain enhancing long-terrehareholder value through improvi
corporate performance, transparency and accouity. Furthermorecorporate governance mechanisms can
be usedin the commitment t@nd adoption of ethical practices within the orgatibnal structure and wi
enployees, customers, creditors, shareholders, agdlaters relationships.Effecti monitoring of manageme
activities and legal compliance facilitate the mnetion of unlawful and unethicidbehavior.Efforts have been
madetoenhance governance and oght in several ways. First, an attempt has beenenmtadcontrol unethic
practices through industigpecific ethical codesin Nige.For instance, the banking sector has the Centrak Bf
Nigeria CCG (CBN, 2014)the Natione Insurance Commission (NAICOM, 2009he Nigerian Communicatic
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Commission Code of Corporate Governance (NCCCC®B4R@nd the Code of Corporate Governance for siedn
pension operators (NPC, 2008), exclusively for pensund administrators. Second, several legistatittempts
have been made to regulate corporate governancer uhe force of law. The Nigerian SEC publishedeavn
corporate governance code in 2011, which all pulBimpanies were mandatedto observe.

One viewpoint oncorporate governance has beenirtlating females on the boards of directors would
improve corporate governance practices aimed atremhg long-term shareholder value through imprgvin
corporate performance, transparency and accouityabibnsequently, by recognizing other stakehadirterests.
The distinctive features of women required to ieflue the strategic direction of a company posifivehd
contribute to the monitoring of financial reportimyocess call for their presence (Obanya and Maadi4).
Moreover, their presence is positively associatétl financial reporting quality (Oba, 2014)Althougfire changes
in legal statutes recognized the need for gendanbe in the boardroom in Nigeria; theydid not diegapecify a
required proportion of femaleson the boards of jpulympanies. In actual practice,a serious queséarains about
whether the presence of women directors on theddafluencesboard decisions regardingthe qualityeedibility
of the financial reports in listed Nigerian nondirtial institutions.The aim of the study is to istigate empirically
whether the presence of women on company boarlieifed the quality of earnings between 2010 arid ais
study considers agency theory in explaining thati@hship between board characteristics such adegeand the
quality of financial reporting.

MATERIALS AND METHODS

Financial information users consider annual repttbea primary source of information whileinvestand
stakeholders consider a firm’s performance by erargiits financial reports. The quality of theseaincial reports
depends on the reliability of information, which, furn,helps in making investment decisions(Zaleysx014).
Financial reporting quality (FRQ) refers to theemttto which the accounting information presentedgers is free
from misstatements, improper accounting, and aéveranagerial practices.Consequently, the correetseptation
of the proportion of earnings relative to operatoasgh flowsis regarded as critical (McNichols, 2002owever,
management practices such as earnings managemighae created problems and have been an issue for
scholars for years (Cohesh al., 2004).Scholars have tried to give meaning to &Va means of conscious effort
provided by Generally Accepted Accounting Pract{GAAP) to provide the reported earnings desiredthmy
reporting entity. The deduction can, thereforentse, that managers can manage earningswithinothfenes of
GAAP. However, Schipper (1989) refers to earningsnagement as a deliberate interference in the gsocg
financial reporting aimed at satisfying personaiasts or obtaining private gains. According taleand Wahlen
(1999), earnings management occurs when manageiuse transactions that deliberately mislead edialders
and result in altering the financial reports (irasieg or decreasing).Such alterations are targetaihly at
influencing the results of operations that depema dirm’s reported earnings.

Gender Diversity and Financial Reporting Quality:

Typically, men have dominated the composition &f bloards of directors in many parts of the wontdmiost
parts of Africa, in particular, socio-cultural, iggbus and traditions constrain women from attagniorporate board
membership (Obanya and Mordi, 2014).This is unfuate because several advantages have been foupel to
accruable to boards that include women. Documesteédence has shown that female directors are miske r
adverse than men (Eagly andCarli, 2003). Similasigmen have a higher predisposition to abide byrthes and
regulations in financialdecisioncontexts than mBarfiardi andArnold, 1997). Obanya and Mordi (20dported
that women have distinctive features needed taiémite the strategic direction of a company posjtiand
contribute to the monitoring of financial reportipgocess in Nigeria. They further maintained thikgspite such
findings, fewactions has been done to address titkererepresentation of women in board positiong @lso,
Srinidhi, Gul, and Tsui, 2011).Other factorsrelatedgender have been studied as well. These hdudett
women'’s shared attitude of accommodation and thebkshment of relationships and teamwork (Dargn€s. 2).

In similar studies, Ittonen, Peni, and Vahama @0dnd Triana, Miller, and Trzebiatowski (2014) @&d that
women could be good monitors and would demand mmaeagement accountability for performance than men.
Given their antipathy to fraudulent activities, wemare also less overconfident than men and are fik@ly to
complain when they discover the intentto commitudglttonenet al., 2012). These gender-based differences may
have implications for financial reporting qualifyfemale(s) are on board to monitor management. prbponents
of signaling theory argue that appointing a femaleorporate leadership positions sendsa posiigreakto capital
market participants (Huang, Yan, Fornaro, and &lsh 2011; Thiruvadi, 2012). Krishnan and Pard@@98)
found that firms having more female senior manadatdetter regarding profit than those with feveenfles. Also,
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Oba and Fodio(2013) used a sample of 30 listed ridigecompanies between 2005 and 2007 and founcthkat
increased proportion of women directors had a p@sitnpact on financial performance of companies.

Barua, Rama, and Sharma (2010) examined the meddip between female executives and accruals gualit
They found that firms with female chief financidficers were more conservative in financial repagtpractices.
Julizaerma and Sori (2012) found a positive astiocidetween gender diversity and return on agaetéalaysia.
They concluded that the involvement of women in theardroom impacteda company's financial
conditionpositively. Further, Mathisen, Ogaard, aharnburg (2013) investigated 491directors from bé@rd of
directors in Norway.They found that the board akdiorscould benefit from the female directors'ezignce and
skills. Ishak, Amran, and Manaf (2015) studiedtbkationship of women on boards and company perfocaaf
263 companies listed onBursa Malaysia Stock Exchdmegween 2010 and 2012. The study’s findings tedethat
the skills and experience of independent womencttire enhanced the value relevance. However, fiahev
deterioratedwhen elements such as non-independdnivamen directors withfamilyconnection arise oa board
of Malaysian companies. Thus, firm performance eased.The result lends support to Matsa, Milled, Bartrand
(2011)who found valuable contributions of womenhaét proviso for specific skills, environments, andustry.
These further suggest that professional and talemtemen are not present in all sectors and disepli but could
exclusively be found in specific sectors or spézidions. As a result, it could not provide a diraad positive
impact on women directors on firm performance. @guently, Alm and Winberg(2016) study using parsthdor
255 Swedish OMX listed companies between 2006 &id .2

The results provide no statistically significantat®nship between ROA and female gender. Henegetis the
absence of an association between gender diversityfirm performance. The reason might be due fferénces
regarding ownership, performance, experience, strecf the board, industry and country specifiésven the
above discussion, the following hypothesis is fdated:

Hypothesis 1.
The presence of female directors on the corpom@aedsis positively associated with financial rejmgriquality.

Board I ndependence and Financial Reporting Quality:

Board independence refers to the balance of theosition of the board of directors ofnon-executivembers
and independent members. Studies have shown tha¢xezutive directors onboardprovide independentiops
and objective monitoring of companies operatiors @dinection. Their presence further contributegitgherquality
financial reporting thereby reducing the incideméeearnings management(Peasnell, Pope, and Yo, 2.0,
Wong, and Firth, 2010; Erena and Tilahun, 20123didle's (2012)study, using a survey, found thairdbo
composition with a greater proportion of outsideediors reducedearnings management practices ierisig
Moreover, female directors and corporate experiercgributedtomore effective monitoring and contahntudu
and Samaila (2015), using the qualitative charestites of financial statements, examined the eftéatnonitoring
characteristics on FRQ of Nigerian listed oil mairkg firms between 2000 to 2011. They found thatfirwith a
greater percentage of independent directors haglzehifinancial reporting quality. Moreover, indegent non-
executive directors can serve a constraint by ginogan effective monitoring and advisory role te thoard of
directors despite the independence. Alzoubi (20def)ducted a cross-sectional study examining theaatnpf
certain board characteristics on earnings manageosing 86 sampled industrial firms listed on Amnftock
Exchange (ASE) between 2008 and 2010. The findimglicated that board independence had a negative
relationship with earnings management. Based oaltbge findings, this study proposes that:

Hypothesis 2:
The presence of independent non-executive direstdrdave a positive association with financiapogting

quality.

Managerial Shares and Financial Reporting Quality:

Mustapha and Che-Ahmad (2010)foundthat when masagere part owners, they need less monitoring. The
study further suggests fewer conflicts of inte®d less information asymmetry that results inidexa monitoring
costs. Alves' (2012) study used34 non-financiatiRprese firms between 2002 and 2007 and discovéoedizvel
of discretionary accruals with a corresponding éase in the earnings management because of maalageri
ownership. Managers may be more active in usingrefi®nary accruals to recuperate earnings ancevafuheir
stock holdings, through more equity ownership (Ghand Warfield, 2005; Hashim and Devi, 2008; Ne@alna,
and David, 2010). The findings supported the vikat firms with higher managerial ownership are esded with
more earnings management. Similarly, Johari, Saleffar, and Hassan's (2008) findings of 224 sathfilens
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listed on Malaysia Stock Exchange indicated thatrditionary accruals had a positive relationshij wianagerial
equity ownership. The findings, therefore, suggkat the higher the managerial ownership of a frequity, the
moreincidencesthere are of earnings smoothnesshwhay decrease the quality of thefinancial redeedro and
Emma (2007)analyzed 168 non-financial firms betw&@®9 and 2002 in the United States. The findingside no
evidence of an association between discretionacyuats and managerial ownership. The study thugestg that
managerial ownership contributes to restraininguiegs managementwhen the proportion of managerstyecs
low. They maintain that, when managerial share eship becomes significant, it hurts the discretigreccruals
and earnings informativeness. Yeo, Tan, Ho, anchGR802) examined 490 samples of listed firms img8pore
for the period 1990 to 1992. The results indicategduction in the opportunistic behavior of mamagehen their
equity ownership was smaller than or equal to 25%he increasein 25% share ownership may increase th
opportunistic behavior of managers, leading todaced quality of financial reports.

Hypothesis 3:
Managerial ownership is positively associated iithncial reporting quality.

RESULTS AND DISCUSSION

The study’s populationcomprised all Nigerian listazh-financial companies between 2010 and 2014ta&l t
of 101 companies emerged as the final samplesitedtitiering proceduresresulting in 505 firm-year
observations.The financial sector was excluded filmensample due to its multiplicity of regulaticersd decades of
instability (mergers, acquisitions, liquidationdatistress) in the industry, leaving the study vi@hmarket sectors.
OLS regression using the modified Dechow and Diamexdel (McNicholas, 2002) in predicting the FRQcfaal
quality) of Nigerian listed companies was adoptéé.model is shown in Equation [1]:

[1]JAWC_ACC0;+p1CFQc1 + BoCFOQ; + BsCFOui1 + PsAAREVHA BsPPE; +g;¢

Where, AWC= change in working capital=Change in accoungirables plus Change in inventory less Change
in account payable less Change in tax payabletpkeshange in other assets(net). GEQ.ag of cash flow from
operations,CFQ= current year cash flow from operations, GRSfollowing year’s cash flow from operations
AREV = Change in revenue;PPE= Property Plant andpBwent,, = Residualsp,- Interceptp;. ps- Coefficients of
Independent Variables.

Corporate governance variables were hand collefcted corporate offices of the SEC and NSE respebtiv
The model, in alignment with the prior literatunecluded firm-specific attributes as control vateg(Hirst, 1994;
Peasnelkt al., 2000). The control variables were industry, fiage, and firm size. Also, a linear regression rhode
was used for measuring the power of the associdigtween the predictors (board independence, meahge
ownership, and gender diversity). Meanwhile, timafficial reporting quality is the outcome varialdéng accruals
quality as its proxy.Below is the model used td the association between the FRQ and the explgnatsiables
are presented in [2]:

[2] (FRQ)i= ait + B1BGDy + BMSOW,it+ B3BIND; + BaFS; + BsFAi+ BoIND i+ &t

FRQ=Financial reporting quality, MSOW=Manageriahsh ownership, BGD=Board gender diversity, BIND=
Board independence. Control variables are FA=fige,&S=Firm size, and IND= Industry. Whereepresents
entity over time.

Table 1 presents the descriptive statistics ofddygendent and independent variables of the study.riiean
score for managerial shares of ownership was ab@ytercent,and the minimum of 0 showed that soreewive
directors didnot own shares. Also, the mean saarevdmen on the corporate board was 10 percenthamdean of
the independentdirectorswas72 percent. The sanoph@anieslisting periods ranged from1 and 49 yeadirig on
the floor of Nigerian Stock Exchange; the meanagbe sampled companies was 21 years.

Table 1: Descriptive statistics

Variable Observation Mean Standard Dev. Minimum Ivham
FRC 50& 1.30z 0.797 -0.0¢ 15.9¢
MSOW 505 0.103 0.320 0 3.80
BGD 505 0.103 0.103 0 1

BIND 505 0.720 0.120 0.29 1.33
FA 505 21.154 12.900 1 49

FS 505 6.930 0.782 3.64 8.98
IND 505 6.040 2.702 1 10

Note: FRQ= Financial Reporting Quality, MSOW=Manageshhre ownership, BGD= Board gender diversity, BiND= Board independence.
Control variables are FA=firm age, FS=firm sized dND=industry.
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Table 2shows the results of the regression examittie relationship between independent and depénden
variables. The result clearly indicates a positgsociation between managerial shares ownershigdfimacial
reporting quality at the 1 percent level of sigrafice. Thus, when managers own a significant ptigpoof firm'’s
equity, there will be correspondence increase itivation for earnings management and turn decrewequality
of financial reporting. These results support thok&eo, Tan, Ho, and Chen (2002) and Johari, Saleffar, and
Hassan (2008), among others whofound that companmiitsshigher managerial ownership were associatéd w
more discretionary accruals. Thus, the resultsigeothe basis for not rejecting hypothesis 3.

The results for the relationship between board gerdiversity and financial reporting quality showed
statistically not significant but positivelyrelatéal financial reporting quality. Therefore, theuksdo suggest that
an increase in the number of females on board wtdd toa corresponding rise in the earnings manage
However, the non-significant of the results is sotprising, given the negligible proportion of wamen Nigerian
corporate boards. Therefore, hypothesis 1) (Mas rejected. Conversely,the results for boadkpendence and
financial reporting quality were significantand i at the 5 percent level.The results show atpesrelationship
with motivation for discretionary accruals and sesfgthat a proportional increase in the independentexecutive
directors on corporate boards of Nigerian listed-financial firms may lead to a rise in the earsimyanagement
practices that reduce the credibility and qualit§imancial reports. This result contradicts thegel belief that the
presence of independent directors may curb motimatfor earnings management. The resultsaffirmesthgsis 2
and issupported by several scholars including Re®a7),Abdoli, Maryam, and Rahmani (2011), and Euolad,
Rashid, and Shawtari (2012).However,contradictfthéings of Lo, Wong, and Firth (2010), Erena anithfiun
(2012),Karami, (2014), Usman and Abubakar (2012) Alzoubi (2014).

Table 2: Regression Analysis Results

Variables Fixed Random Robustre OoLS Robustols
BGD (H1) 0.0140 0.0861 0.0861 0.0861 0.0861
(0.185) (0.0814) (0.0874) (0.0814) (0.0874)
BIND (H2) -0.0272 0.145 0.145** 0.145 0.145**
(0.761) (0.714) (0.0622) (0.714) (0.0622)
MSOW (H3) 0.166 0.169 0.169*** 0.169 0.169***
(0.134) (0.113) (0.0636) (0.113) (0.0636)
FA 0.0270 0.00687** 0.00687** 0.00687** 0.00687**
(0.0199) (0.00325) (0.00329) (0.00325) (0.00329)
FS 0.375** 0.403*** 0.403*** 0.403*** 0.403***
(0.150) (0.0528) (0.0528) (0.0528) (0.0528)
IND 0.242*** 0.242*** 0.242*** 0.242%**
(0.0732) (0.0616) (0.0732) (0.0616)
Constant -1.860 -2.235%** -2.235%** -2.235%** -
(1.271) (0.850) (0.411) (0.850) (0.411)
Observations 505 505 505 505 505
R-squared 0.0855 0.169 0.169 0.169 0.169

Note: ***p<0.01, **p<0.05, andp<0.1. Where FRQ= FinaakReporting Quality, MSOW=Managerial share owngrsBGD= Board gender
diversity, and BIND=Board independence. Controlalales are FA=Firm age, FS=Firm size, and IND=Idus

Diagnostic Test:

This study uses multivariate regression that reguidiagnostic tests for normality, multicollinegritand
heteroscedasticity. First, the Ramsey (1969) sigatibn test was conducted, and the model was faarize well
specified and free from omitted variables bips/¢lue=0.6752). Similarly, a test for multivariatermality was
conducted, theCameron and Trivedi (1990)decompositdbf IM-testthe results using Mardia kurtosip- (
value=0.1145) and Henze-Zirklgp-¢yalue=0.1123), provided evidence of normality lné tdata. The Breusch and
Pagan (1979) test established that the data weedriom heteroscedasticity-¢alue=0.7646). Moreover, the haff
p-value=0.245, using the Link test, proved thatriwel did not require additional independent vdesabhat were
significant except by chance and that the predictorables were well fitted and properly specifiadhe model.
Consequently, the significance of the Wald tedt percent explained the overall model adequacy.

Conclusion:

Among the factors affectingthe recognition and kasing of women’s potential at the top echelonaafrtls in
Nigeria are socio-cultural, political, economicaeducation level. The study found an insignificant positive
relationship between board gender diversity andrfonal reporting quality proxy by accrual qualityonetheless,
the results suggest any proportional increase énrthmber of female directors would lead to acowedmng
increase in discretionary accruals, which motivagasnings management. The outcome of thestudy shiosvs
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inability of women directors to have any influenicethe boardroom over financial reporting qualitjhe study
contributes to the ongoing agitation for more womgrticipation on corporate boards, emphasizindlsski
professionalism, competency and financial expettisenpact meaningfully on the quality financiapogting. Thus,
demeaning universal quota demand for gender divmyaeds, particularly in non-western and emergicgnemies
with few educated women in economic activities.

Although our study was restricted to the proportadrwomen on boards, further studies should ingesti the
mitigating factors responsible for womenlimited rhers on boards.Further study should focus on thgpetencies,
skills and expertise of females that may increasérpresence. Regulatory bodies like the Nigerig€ Scodes of
corporate governance in Nigeria and the Financiggdring Council of Nigeria should review and hanize
multiple codes with specific provisions enabling@sonable quota of female directors on corporasedso Such
quotas should focus on experience, competencefjraanttial expertise.Similarly, the equity ownershbifpexecutive
directors should further be investigated. Modergtime proportion of equity ownership by managerghniallow
managers to mitigate earnings management pracéindsgnhance the quality of financial reports.
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