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Abstract

Purpose – To analyse the impact of women on boards of directors and 
the gender of CEOs and CFOs on the earnings management and, thus, 
on the quality of the financial information of European listed firms.

Design/methodology/approach – Archival research based on data 
collected from Bloomberg, complemented by information hand 
collected from financial reports, for a sample of European listed firms, 
covering 2007-2013.

Findings – The main results show that only CFO gender has an impact 
on both the intensity and direction of earnings management. Firms 
with a woman CFO presented less earnings management than those 
with a male CFO. We also find evidence that women manage earnings 
downwards, such that discretionary accruals are used to decrease 
reported earnings.

Originality/value – We contribute to the still scarce literature on the 
impact of gender on earnings management and financial reporting 
quality, namely by providing international evidence, since the extant 
literature focuses on the USA.

Keywords – Earnings Management, Gender, Listed Firms, Corporate 
Governance



583

 Rev. Bras. Gest. Neg. São Paulo v.21 n.3 jul-set. 2019  p.582-597

Women on the Board: Do They Manage Earnings? Empirical Evidence from European Listed Firms

1 Introduction

Earnings management practices can 
affect the quality of financial reporting and the 
decision-making of different users of accounting 
information. Earnings management occurs when 
managers use judgment in financial statements 
and in structuring transactions in order to alter 
financial reports (Healy & Wahlen, 1999). The 
growing focus of the literature on the issue of 
earnings management thus comes as no surprise 
(Peni & Vähämaa, 2010).

The issue of gender diversity and its 
implications for company management is also 
the focus of growing interest from different 
areas of research. There is evidence that there 
are significant behavioural differences between 
genders (Bernardi & Arnold, 1997; Byrnes et 
al., 1999; Francis et al., 2015; Heminway, 2007) 
that can affect financial reporting practices. The 
growing interest in studying gender diversity is the 
result of pressures from a number of entities, such 
as national regulators, the European Commission 
and the media, to increase the participation of 
women in prominent positions (Terjesen et al. al., 
2009; European Commission, 2012). Specifically, 
the imposition of quotas for women on the boards 
of directors of publicly-traded and state-owned 
companies is already a reality in many countries. 
However, the presence of women in top positions 
remains modest. Globally, only 10% of board 
members are female (Terjesen et al., 2015). 

The literature that analyses the influence 
of gender on the quality of financial reporting, 
and particularly on earnings management, is still 
scarce and inconclusive, focusing mostly on the 
North American reality. Gavious et al. (2012), 
among others, found evidence that earnings 
management is lower when CEOs and CFOs are 
female. In turn, Arun et al. (2015) concluded 
that a female presence on the board is associated 
with downward earnings management, suggesting 
that women are more likely to engage in more 
conservative financial reporting policies. However, 
no correlation was found in other studies between 

the presence of women and the level of earnings 
management (Ye et al., 2010; Ge et al., 2011; 
Arun et al., 2015). According to Adams et al. 
(2015), more research is needed on the effects of 
gender diversity, particularly at the board level, 
along with more international studies focusing 
on different countries and not just on the reality 
of a single country. Birnberg (2011) also argues 
that the accounting literature should pay more 
attention to the gender issue, given that there is 
little research on this subject and the contradictory 
results found. 

This research aims at analysing the 
association between the presence of women on 
boards and earnings management at the European 
level. That is, the aim is to analyse to what extent 
the presence of women on boards of directors, 
and when they perform the role of CEO or 
CFO, affects the earnings management and, 
consequently, the quality of the reported financial 
information of European listed companies. 

To measure earnings management we 
chose two types that are widely used in the 
literature: the absolute value of discretionary 
accruals, ascertained using the modified Jones 
model (Dechow et al., 1995); and accruals size, as 
a proxy to ascertain when managers use discretion 
in earnings statements (Leuz et al., 2003). To 
measure the presence of women in business 
management three measures normally found 
in the literature were used: the percentage of 
women on the board of directors and the gender 
distribution in CEO and in CFO positions. The 
sample of this research is made up of 373 listed 
companies from 17 European countries and 
covers the period from 2007 to 2013.

The main results of the study suggest that 
only the gender of the CFO has an impact on 
the size and direction of earnings management. 
There is evidence that companies with female 
CFOs engage less in earnings management 
than companies with male CFOs. There is also 
evidence that women perform downward earnings 
management; that is, they use discretionary 
accruals to manage earnings downwards, which 
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suggests that women behave more conservatively 
than men in terms of financial reporting. These 
results are in line with those obtained in previous 
studies (Peni & Vähämaa, 2010; Vähämaa, 2014).

The aim of this study is to contribute to 
the still scarce literature on the impact of gender 
diversity as regards earnings management and 
the quality of financial reporting, adopting an 
international approach, as most studies focus only 
on one country, particularly the USA. The results 
of this study are of interest to different stakeholders 
in the financial reporting process, namely analysts, 
investors, creditors and regulators.      

The study is divided into 5 sections. In 
the next section a brief review of the literature 
is carried out. Section 3 describes the sample 
and the methodology used. Section 4 shows the 
analysis of the results. Finally, section 5 presents 
the main conclusions, limitations and suggestions 
for future research.

2 Literature review

2.1 Earnings management

Earnings management practices probably 
raise one of the most important ethical issues 
faced by accountants (Merchant & Rockness, 
1994). Companies that engage in them may 
mislead stakeholders about the true profitability 
and stability of their operations, which can 
undermine the decision-making process and the 
efficient workings of the capital markets. In fact, 
the information disclosed by companies is used to 
set the prices of securities and investors use these 
to decide whether to buy, sell or hold securities. 
It may not be possible for the markets to evaluate 
securities correctly when the information does 
not correctly reveal the financial position and 
performance of the companies. Because earnings 
management can hide actual performance and 
decrease the ability of users to make informed 
decisions, it can be seen as an agency cost (Xie 
et al., 2003).    

Earnings management is the practice of 
choosing accounting estimates or changing the 

timing of some operational decisions in order 
to move results and to achieve the desired goal 
(Merchant & Rockness, 1994). It is a deliberate 
interference in financial statements in order to 
gain a certain advantage for management, the 
company or both (Schipper, 1989; Healy & 
Wahlen, 1999). Earnings management occurs 
when managers use judgment in financial 
statements and in structuring operations in 
order to alter financial statements to “fool” some 
stakeholders about the economic performance of 
the company, or influence contractual results that 
depend on reported accounting results (Healy & 
Wahlen, 1999).

According to Beneish (2001), there are 
two perspectives on earnings management: the 
opportunistic perspective and the information 
perspective. The opportunistic perspective is 
marked by the fact that managers try to “fool” 
investors, acting on their own behalf and to 
the detriment of shareholders’ interests (Healy 
& Wahlen, 1999; Schipper, 1989). In turn, 
from the information perspective, managers 
manage earnings in order to reduce information 
asymmetry, disclosing private information to 
investors, in particular, about their expectations 
regarding the company’s future cash flows 
(Peasnell et al., 2005; Dechow & Schrand, 
2004; Subramanyam, 1996). In the literature the 
opportunistic perspective prevails.

According to Healy & Wahlen (1999), 
aspects related to the capital markets and 
contractual and legal issues may lead to earnings 
management practices. With regard to the capital 
markets, managers can use earnings management 
practices to report earnings that meet analysts’ 
and investors’ expectations or to influence share 
prices on the stock market. With regard to 
contractual issues, the desire to obtain low-cost 
external financing and avoid breaches of contract 
clauses also leads to earnings management. 
Finally, regulatory issues may motivate earnings 
management, either for tax reasons in order to 
reduce the amount of taxes payable, or to avoid 
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specific regulations in force in a particular activity 
sector. 

Accruals, which represent the share of 
earnings that are not reflected in cash flows, create 
an opportunity for earnings management as they 
require managers to make forecasts, estimates and 
judgments. The greater the degree of discretion, 
the greater the propensity to manage earnings, 
given that they provide greater flexibility when 
it comes to ascertaining and measuring impacts. 
Examples of their timing and prevalence can be 
found consistently in the literature. Bressan et al. 
(2017) show the use of accruals estimates by credit 
unions affiliated with the UNICRED system as 
a means to smooth earnings and, consequently, 
reduce the variability of returns, presenting an 
image of solidity to members. Linhares et al. 
(2018) found evidence of the positive association 
between earnings management and deviations 
from ideal levels of investment in companies 
listed on the BM&FBOVESPA. This prevalence 
of opportunistic earnings management is not 
mitigated even when the regulator obliges audit 
firms to rotate in order to improve scrutiny and 
promote a lower level of earnings management 
(Da Silva & Bezerra, 2010).

2.2 Gender diversity 

The literature in the areas of psychology, 
sociology and management recognizes that there 
are significant differences between genders, 
particularly when it comes to leadership styles, 
communication, risk aversion and level of 
conservatism when making decisions (Bernardi 
& Arnold, 1997; Byrnes et al., 1999; Francis et 
al., 2015; Heminway, 2007). These differences 
and their implications for business management 
have led to a growing interest of the literature in 
the issues of gender diversity.

Bruns & Merchant (1990) showed that 
earnings management is generally viewed as an 
ethical issue by managers and accountants. The 
differences between men and women as regards 
business ethics have been widely studied in the 
literature in this field and there is evidence of 

differences between women and men when it 
comes to values   and interests and the propensity to 
engage in unethical business behaviours (Gilligan, 
1982; Betz et al., 1989). Women are more 
ethical in the workplace, even when they could 
personally benefit from unethical behaviour, and 
are less likely to engage in unethical behaviour 
with a view to obtaining financial gains (Betz et 
al., 1989; Bernardi & Arnold, 1997; Khazanchi, 
1995). Men are interested in having a successful 
career and gaining economic benefits and are 
more likely to break the rules in order to achieve 
competitive success. On the other hand, women 
have a greater tendency to help others, to have 
harmonious relationships and are less likely to 
engage in unethical behaviour (Betz et al., 1989; 
Butz & Lewis, 1996; Mason & Mudrack, 1996).

Furthermore, women tend to be more 
risk-averse in general (Byrnes et al., 1999) and, 
in particular, more risk-averse when it comes to 
investment (Cohn et al., 1975; Riley & Chow, 
1992) and financing decisions (Jianakoplos & 
Bernasek, 1998)47 per cent compared with 
graduated compression stockings, and 48 per cent 
compared with mini-dose heparin. IPC devices 
significantly decreased the relative risk of DVT 
compared with placebo in high-risk patients such 
as neurosurgery and major orthopedic surgery 
patients and in modest risk patients such as general 
surgery patients. In major orthopedic surgery 
patients, the incidence of DVT was similar for 
IPC- and warfarin-treated patients; however, IPC 
was significantly better than warfarin at decreasing 
the incidence of calf only DVT, whereas warfarin 
seemed to be better at decreasing proximal 
DVT. IPC devices are effective in decreasing the 
incidence of DVT in patients at moderate to 
high risk and are probably more efficacious than 
graduated compression stockings or mini-dose 
heparin; however, IPC devices are not protective 
against pulmonary embolism. The data directly 
comparing the various methods of compression 
(knee-high versus thigh-high sleeves and graded-
sequential versus uniform compression. They 
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also tend to make more conservative and prudent 
decisions as regards financial statements (Francis 
et al., 2015). Heminway (2007) argues that 
women are more trustworthy than men and thus 
less likely to manipulate financial statements 
and other disclosures. Srinidhi et al. (2011) also 
argue that women are more cautious in financial 
decision-making, abide more by the rules, and 
perform better supervision of financial statements.

2.3 Relationship between earnings 
management and gender 

In order to restructure the boards of 
directors in European countries, regulators have 
proposed making the presence of women in 
management a legal requirement. According to 
Habib & Hossain (2013), the logic inherent 
in these reforms relates to the fact that gender 
diversity improves managers’ oversight over 
corporate activities. 

The literature that examines the impact 
of gender diversity on earnings management is 
still scarce and inconclusive, and mostly studies 
the North American reality. There are studies 
that point to the fact that a female presence in 
prominent positions (Krishnan & Parsons, 2008), 
on the board of directors (Srinidhi et al, 2011) and 
in CFO positions (Barua et al., 2010; Peni and 
Vähämaa, 2010; Gavious et al., 2012; Vähämaa, 
2014) positively affects earnings quality. 

However, Srinidhi et al. (2011)there is 
little supporting empirical evidence. We fill this 
void by examining the relation between female 
board participation and the quality of reported 
earnings. Using a sample of U.S. listed firms 
from 2001 to 2007, we show a positive relation 
between the presence of female directors (female 
nonexecutive directors, female audit committee 
members, who studied the association between 
the participation of women on boards of directors 
and the earnings quality in US companies, found 
that companies with greater female participation 
in their boards of directors post higher quality 
results, but warn that there are studies that do 
not find evidence of a positive effect of a female 

presence on earnings management and earnings 
quality, specifically in terms of CFO and/or CEO 
positions (Ye et al., 2010; Ge et al., 2011; Arun 
et al., 2015). 

Ye et al. (2010) tried to prove if the 
gender effect on earnings quality in developing 
countries is the same as that found in the literature 
on developed countries. Thus, they researched 
possible associations between the top executives’ 
gender and earnings quality in China, the largest 
emerging market. Contrary to what has been 
documented in developed markets, such as the 
US, their findings showed that earnings quality 
is not significantly different between companies 
with male executives and female executives. 

Arun et al. (2015) analysed the relationship 
between earnings management practices and 
women directors in UK companies. They 
concluded that companies with a greater number 
of women directors and independent directors 
are more likely to engage in more conservative 
financial reporting policies and generally use 
downward earnings management practices. 
However, they saw that the gender of the CFO 
does not statistically and significantly affect 
earnings management practices. Lakhal et al. 
(2015) found similar results in French listed 
companies. Although they found that the 
presence of women on the board reduces earnings 
management, they found no evidence to support 
the idea that the CEO’s and CFO’s gender affects 
earnings management practices.

This study thus intends to answer the 
following research questions in the context of 
European listed companies:

Q1: Are earnings management practices 
lower in companies with women on their boards 
of directors?

Q2: Are earnings management practices 
lower in companies with female CEOs?

Q3: Are earnings management practices 
lower in companies with female CFOs?
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3 Data and methodology

3.1 Sample and data collection

The data used in the study were taken from 
the Bloomberg database, except the information 
about the gender of the chief executive and chief 
financial officers, which was collected manually 
from the Annual Reports. The initial sample is 
composed of listed companies based in Europe 
and covers 2007 to 2013. 

Companies in the financial sector were 
excluded from the initial sample given their 
specific characteristics, which could lead to biases 
in the results, along with companies for which 
information was not available for all the variables. 
Sectors with fewer than 6 firms and countries with 
fewer than 5 firms were also not considered. The 
sectors were classified according to the Industry 
Classification Benchmark (ICB).

The final sample is made up of 373 
companies, from 17 European countries and 
16 activity sectors, and covers the 7-year period 
between 2007 and 2013. Table 1 shows the 
breakdown of the sample by country. The most 
representative country in the sample is the 
United Kingdom (33.78%), followed by France 
(11.26%) and Germany (8.04%). 

Table 1  
Breakdown of the sample by country

Country No of Companies Percentage

Germany 30 8,04  

Austria 6 1,61  

Belgium 7 1,88  

Denmark 16 4,29  

Spain 12 3,22  

Finland 20 5,36  

France 42 11,26  

Greece 5 1,34  

The Netherlands 11 2,95  

Ireland 5 1,34  

Italy 18 4,83  

Norway 12 3,22  

Portugal 7 1,88  

United Kingdom 126 33,78  

Sweden 25 6,70  

Switzerland 26 6,97  

Turkey 5 1,34  

Total 373 100

3.2 Methodology

3.2.1 Earnings management measures

Two widely used measures in the literature 
were considered as a means to measure earnings 
management: discretionary accruals, calculated 
according to the Modified Jones Model developed 
by Dechow et al. (1995); and the magnitude of 
accruals (Leuz et al., 2003). Accruals create an 
opportunity for earnings management because 
they require managers to forecast, estimate and 
make judgements. The greater the degree of 
discretion, the greater the tendency to manage 
earnings (Dechow & Schrand, 2004).

The first step in calculating the first 
measure, EMJones, was to obtain the total 
accruals using the traditional balance sheet 
approach (Dechow et al., 1995):

TAi,t = ∆CAi,t  – ∆Cashi,t – ∆CLi,t + 
∆STDi,t – DepAmi,t               (1)
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where TAi,t is the total of accruals of company i 
in year t; ∆CA is the annual change in current 
assets; ∆Cash is the annual variation in cash and 
cash equivalents; ∆CL is the annual change in 
current liabilities; ∆STD is the annual change 
in short-term debt; and DepAm is the value of 
depreciation and amortization in year t.

We then estimated the αi coefficients for 
each activity sector  and year: 

TAi,t = α1 + α2∆SALi,t + α3FTAi,t + εi,t                         (2) 

where ∆SAL is the annual change in sales and 
FTA is the tangible fixed assets in year t, deflated 
by total assets of the previous year.

Based on the estimates of the αi coefficients, 
non-discretionary accruals for each company and 
year (NDAi, t) were calculated in order to obtain 
the first measure of earnings management:

EMJonesi,t =   TAi,t - NDAi,t                       (3)

Finally, in the base model described 
below, we decided to analyse the absolute value 
of this measure, with the purpose of studying the 
intensity of the level of discretionary accruals.

Based on Leuz et al. (2003), the second 
measure of earnings management was calculated 
as follows:

EMLeuzi,t = |Accrualsi,t| / |OCFi,t|             (4)

in which OCF is the operating cash flow, which 
results from subtracting the accruals from the 
operating result, and the Accruals are obtained 
through:

Accrualsi,t =  (∆CAi,t – ∆Cashi,t) – 
(∆CLi,t – ∆STDi,t – ∆Ii,t) – DepAmi,t            (5)

where ∆I is the annual change in income taxes 
payable. 

3.2.2 Gender variables 

In order to study the influence of women 
on earnings management, three gender variables 
were created based on previous studies: women, 
corresponding to the percentage of women on 
the board of directors; CEO, a dummy variable 
that assumes the value “1” if the CEO is female, 
and “0” otherwise; and CFO, a dummy variable 
that assumes the value “1” if the CFO is female, 
and “0” otherwise (Arun et al., 2015; Barua et al., 
2010; Peni & Vähämaa, 2010; Ye et al., 2010). 

3.2.3 Empirical model

To test the hypotheses under study, the 
following empirical models were developed:

|EMJones|i,t = α + β1WOMEN i,t + β2CEO i,t + β3CFO i,t + β4SGROWTH i,t + β5SIZE i,t + β6IND i,t + 
β7OCF i,t + β8MB i,t + β9LOSS i,t + β10ROA i,t + β11YEAR i + β12COUNTRY i + β13SECTOR i + ԑ i,t  (6)

EMLeuz i,t = α + β1WOMEN i,t + β2CEO i,t + β3CFO i,t + β4SGROWTH i,t + β5SIZE i,t + β6IND i,t + 
β7OCF i,t + β8MB i,t + β9LOSS i,t + β10ROA i,t + β11YEAR i + β12COUNTRY i +  β13SECTOR i + ԑ i,t  (7)

where: SGROWTH is the annual sales growth; 
SIZE is the size of the company; IND is the level 
of indebtedness; OCF is the operating cash flow; 
MB is the market-to-book ratio; LOSS indicates 
whether or not the company generated a loss; and 
ROA is the return on assets. The i index represents 
each of the companies in the sample (i = 1,2, ..., 
373) and the t index refers to the year (t = 2007, 
2008, ..., 2013).

Given that earnings management may 
differ over time and between sectors, control 
variables were also included for potential temporal 
and activity sector effects (Arun et al., 2015; 
Peni & Vähämaa, 2010). The YEAR variable 
is a dummy variable referring to the year and 
SECTOR is a dummy variable referring to the 
sector according to the ICB. A dummy variable 
called COUNTRY was also used to control the 
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possible effects of country characteristics on 
earnings management. For more detail about 
the variables under study, see the information 
contained in the Appendix. The estimation 
method used was pooled OLS. The standard errors 
were grouped by company and year, in order to 
correct the presence of autocorrelation.

4 Analysis of the results 

4.1 Descriptive statistics

Table 2 presents the descriptive statistics 
of the variables under study. From analysing 

this table, we see that the mean of the EMJones 
variable is -0.0082, thus we can state that, on 
average, the companies in the sample engage in 
downward earnings management, that is, they 
reduce their earnings. Arun et al. (2015) have 
also highlighted that UK companies tend to be 
conservative and prefer to engage in downward 
earnings management practices. As regards the 
mean EMLeuz, we see that it is in accordance with 
that of the study by Leuz et al. (2003).

Table 2 
Descriptive statistics

Variable Observations Mean Median Standard Deviation Minimum Maximum

EMJones 2.611 -0,0082 -0,0079 0,0642 -0,4493 0,5384
EMJones 2.611 0,0433 0,0298 0,0481 0 0,5384
EMLeuz 2.611 0,5016 0,3663 0,5897 0,0003 5,9306
WOMEN 2.611 13,1382 11,1110 12,2170 0 70
CEO 2.611 0,0253 0 0,1570 0 1
CFO 2.611 0,0582 0 0,2342 0 1
SGROWTH 2.611 0,0511 0,0440 0,1840 -0,7611 1,8506
SIZE 2.611 8,2722 8,2408 1,6371 3,8748 12,6895
IND 2.611 0,5898 0,6057 0,1590 0,0874 0,9913
OCF 2.611 0,1003 0,0896 0,0673 -0,4162 0,4169
MB 2.611 2,5168 1,9170 2,0239 0,0701 19,4603
LOSS 2.611 0,0999 0 0,2999 0 1
ROA 2.611 0,0571 0,0502 0,0711 -0,5749 0,5610

With regard to the three manager gender 
independent variables, we see that the sample 
companies have, on average, 13.14% women 
on their boards of directors. There is a large 
discrepancy between the minimum value 
(0%) and the maximum value (70%) of this 
variable. The maximum value of 70% is for one 
company only in one year alone and only 13 
companies out of 373 (37 observations) have 50% 
women on their boards or more. However, the 
minimum value of 0% relates to 780 observations, 
corresponding to 183 companies. This therefore 
shows the low percentage of women on the boards 

of directors of European listed companies. The 
CEO and CFO variables show that most of the 
firms in the sample have male CEOs and CFOs. 
The mean of the CFO variable is 5.82%, which is 
slightly higher than the 2.53% mean of the CEO 
variable. These figures show that, on average, there 
are more female CFOs than female CEOs, but 
nonetheless, the number of female CFOs is not 
very representative.

As regards the control variables, we can see 
that the companies in the sample have, on average, 
a financial leverage of 58.98%, sales growth of 
5.11%, an operating cash flow of 10.03% of total 
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assets, ROA of 5.71% and MB of 2.52. The mean 
of 9.99% of the LOSS variable indicates that 
about 10% of the reported earnings are negative.

4.2 Analysis of the results

Table 4 shows the results obtained from 
regressions (6) and (7). Regarding the gender 
variable WOMEN, the results suggest that the 
presence of women on the board of directors does 
not influence earnings management, since its 
coefficients are not statistically significant. Thus, in 
response to Q1, regarding the inverse relationship 
between earnings management and the presence 
of women on the board of directors, there is no 
evidence that a greater presence of women on the 
board reduces earnings management. 

Table 3 
Magnitude of earnings management and 
women on the board 

Variables EMJones EMLeuz
WOMEN 0,0001 0,0006

(0,8778) (0,4457)
CEO 0,0038 -0,0427

(0,4978) (-0,6241)
CFO -0,0059* -0,0190

(-1,6619) (-0,4210)
SGROWTH 0,0303*** -0,0460

(3,5923) (-0,4871)
SIZE -0,0036*** -0,0364***

(-4,0933) (-3,9051)
IND -0,0069 0,0616

(-0,5754) (0,5656)
OCF 0,0512 -1,4431***

(1,5813) (-3,6096)
MB 0,0006 -0,0143*

(0,6575) (-1,7408)
LOSS 0,0196*** 0,3375***

(4,2392) (6,1184)
ROA -0,0752** -0,7790*

(-2,2848) (-1,7996)
Constant 0,0655*** 0,8586***

(4,9422) (6,8638)
Dummy YEAR Sim Sim
Dummy SECTOR Sim Sim
Dummy COUNTRY Sim Sim
Observations 2.611 2.611
Adjusted R2 0,0982 0,1763
F test 4,44 9,57
P-value 0,0000 0,0000

Note: ***, ** and * indicate statistical significance at 1%, 
5% and 10%, respectively. 

Likewise, we find no evidence that 
allows us to answer Q2 affirmatively, where we 
investigate whether the CEO being a woman 
reduces earnings management practices, due to 
the statistical irrelevance of the CEO coefficient. 
Peni & Vähämaa (2010) and Ye et al. (2010) did 
not see a significant association either between the 
CEO’s gender and earnings management practices 
in US and Chinese companies, respectively. 

In relation to the results of the CFO 
variable, we see that it presents a negative 
coefficient and is statistically significant, at 
a 10% level of significance, when measuring 
earnings management according to the EMJones 
variable. This result, which relates to Q3, suggests 
that companies with female CFOs perform less 
earnings management. This is in line with previous 
studies, namely that of Barua et al. (2010), which 
points to the fact that US companies with female 
CFOs report lower levels of discretionary accruals. 

When using the EMLeuz dependent 
variable, the coefficient of female CFOs, although 
positive, is not statistically significant, so therefore 
there is no evidence of an association between 
the gender of the CFO and the level of income 
smoothing practiced by the companies.

The results also suggest that larger and 
more profitable companies practice less earnings 
management.

Thus, there is evidence that having female 
a CFO affects the quality of financial reporting 
favourably as it restricts earnings management 
practices, thereby supporting the idea that women 
are more ethical and risk-averse than men. The 
absence of a statistically significant relationship 
between the presence of women on the board 
and earnings management may be due to the 
low presence of women on the board, which 
does not allow them to play a more active role in 
the decisions taken and in supervising financial 
reports. Shader et al. (1997), among others, 
argue that when the percentage of women on the 
board is not significant, their opinions will have 
no impact on the organization. In our sample, 
the average percentage of women on the board 
is only 13%.

Regarding the CEO’s lack of influence, 
which is also documented in previous studies, 
Ye et al. (2010), Jiang et al. (2010) and Ge et al. 
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(2011), among others, argue that the CFO has a 
greater influence on financial reporting than the 
CEO and, as such, has a more decisive role when 
it comes to earnings management, which may in 
part explain the results obtained.

4.3 Additional analysis

An additional analysis was performed 
considering the EMJones dependent variable 
with a sign, in order to analyse the influence of 
the presence of women on the board of directors, 
as well as the gender of the CEO and CFO, 
on the direction of earnings management. The 
sample was subdivided into two, according to 
the discretionary accruals sign, and model (6) 
was estimated for each of the subsamples. Table 
5 presents the results.

Table 4 
Direction of Earnings Management and 
Women on the Board

Variables EMJones (-) EMJones (+) 

WOMEN -0,0001 0,0001
(-0,7347) (0,3488)

CEO -0,0072 0,0019
(-1,0363) (0,1887)

CFO 0,0087** -0,0035
(2,4988) (-0,5680)

SGROWTH -0,0327*** 0,0246**
(-2,6576) (1,9852)

SIZE 0,0022** -0,0034***
(2,2710) (-2.7130)

LEV 0,0054 -0,0153
(0,3386) (-1,1354)

OCF -0,2608*** -0,2472***
(-5,6560) (-5,3208)

MB -0,0014 -0,0005
(-1,0192) (-0,5233)

LOSS -0,0132*** 0,0283***
(-3,0618) (2,5943)

ROA 0,2692*** 0,1844***
(4,9178) (3,8562)

Constant -0,0406** 0,0814***
(-2,4669) (4,3200)

Dummy YEAR Sim Sim
Dummy SECTOR Sim Sim
Dummy COUNTRY Sim Sim
Observations 1.505 1.106
Adjusted R2 0,2129 0,1335
F test 4,85 2,87
P-value 0,0000 0,0000

Note: ***, ** and * indicate statistical significance at the 
1%, 5% and 10% level, respectively. 

The first column of Table 4 shows the 
results for the group with a negative EMJones 
sign, representing the companies that perform 
downward earnings management, that is, they 
use discretionary accruals to reduce their earnings. 
The second column presents the results for the 
group with a positive EMJones sign, representing 
the companies that manage earnings upwards.

As in the main analysis, the CFO variable 
is the only gender variable that shows a statistically 
significant coefficient, but only in the group of 
companies that manage earnings downwards. 
That is, there is evidence that companies with 
female CFOs tend to perform downward earnings 
management, which is in line with previous 
studies that support the idea that women behave 
more conservatively and tend to opt for more 
conservative financial reporting policies than men 
(Peni & Vähämaa, 2010; Vähämaa, 2014). No 
evidence was found that gender influences upward 
earnings management practices.

The results also suggest that companies 
with growth prospects, small companies and 
those posting losses perform less downward 
earnings management and more upward earnings 
management. That is, there is a tendency on 
the part of these companies to use discretionary 
accruals to increase reported earnings. In turn, 
companies with lower levels of OCF and more 
profitable ones tend to perform more downward 
than upward earnings management. 

4.4 Robustness analysis

In order to guarantee the robustness of 
the main analysis results, additional analyses 
were performed: (i) both regressions, (6) and (7), 
were estimated using the fixed effects model; (ii) 
a dummy variable, called CRISIS, was added to 
the models to control the effects of the 2008-2009 
financial crisis, assuming the value “1” in the 
crisis years, and the value “0” otherwise; (iii) the 
WOMEN variable was converted into a dummy, 
assuming the value “1” if there are women on the 
board of directors and “0” otherwise; and (iv) 
companies from the most representative country, 
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the United Kingdom, were excluded from the 
sample. 

The results obtained (not tabulated) are, 
in general, identical to those reported previously. 
However, the CFO variable coefficient is no 
longer significant. 

5 Conclusion

5.1 Results obtained and contributions 
to the literature

This study was conducted to investigate 
whether the percentage of women on the board 
of directors and the gender of the CEO and 
CFO influence t he p erformance o f European 
listed companies. Given the current debate on 
the pros and cons of imposing quotas for women 
in top positions, we tried to understand whether 
the presence of women in management has a 
favourable impact on the quality of information 
reported by companies.

This research contributes to the literature 
on the determinants of earnings management 
practices and, in particular, to the still scarce 
literature on the impact of the presence of women 
in management on the earnings management 
and, consequently, financial reporting quality of 
European listed companies.

Regarding the results, we do not find 
consistent evidence that greater participation 
of women on the board of directors or having 
women in CEO or CFO positions contributes to 
reducing earnings management through accruals. 
We find only a statistically significant negative 
association between companies with female CFOs 
and earnings management through the amount 
of discretionary accruals. The m odest s hare o f 
women on the boards of directors of the sample 
companies, which is only 13% on average, and 
the fact that the CFO has a more direct impact 
on the financial reporting process than the CEO, 
may be reasons for these results.

The additional analysis of the influence of 
women on earnings management suggests that 
companies with female CFOs tend to perform 

downward earnings management, which is 
consistent with the idea that women are more 
conservative than men in decisions that affect 
financial r eporting. Th ere is  al so ev idence th at 
companies with greater growth prospects, smaller 
ones and those with losses tend to manage 
earnings upwards, that is, they use discretionary 
accruals in order to report better earnings. In 
turn, companies that generate more operational 
cash flow and more profitable ones tend to engage 
more in both downward and upward earnings 
management.

The r esults a lso s uggest t hat l arger a nd 
more profitable companies perform less earnings 
management. The main conclusions remain after 
controlling for the possible effects of the financial 
crisis, and using different s pecifications of  th e 
sample models and composition.

5.2 Limitations and future research

The main difficulty found when preparing 
this study was the lack of information on the 
variables associated with gender. Specifically, with 
regard to the CEO and CFO gender variables, 
there is no direct information in the database, 
so we had to check the names in each company 
and complete the missing years by checking the 
companies’ annual reports. In addition, the lack of 
information on the percentage of women on the 
board led to a reduction in the size of the sample. 

The r esults o f t he s tudy s hould a lso b e 
interpreted with some caution given the small 
number of women in chief executive officer and 
chief financial officer positions in the companies 
in the sample. 

Another limitation is related to the 
earnings management measures used. Earnings 
management is difficult to measure as it occurs 
in different ways (Leuz et al. 2003). We opted 
for two measures that are widely recognized and 
used in the earnings management literature, but 
we are aware that the results obtained may be 
conditioned by this option.  

It would be interesting to extend this study 
to the universe of non-listed companies given their 
preponderance in the European business fabric.  
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APPENDIX 
Description of study variables

Variable Definition / Calculation Supporting Literature

Dependent variables

EMJones Discretionary accruals calculated according to the modified Jones 
model Dechow et al. (1995)

EMLeuz |Accruals| / | OCF |, where OCF is the operating cash flow Leuz et al. (2003)

Independent variables associated with gender

WOMEN % of women on the board of directors Arun et al. (2015)

CEO Dummy variable that assumes the value “1” if the chief executive 
officer of the company is female and the value 0 otherwise Peni & Vähämaa (2010); Ye et al. (2010) 

CFO Dummy variable that assumes the value “1” if the company’s 
chief financial officer is female and the value 0 otherwise

Arun et al. (2015); Barua et al. (2010); Peni & 
Vähämaa (2010); Ye et al. (2010)

Independent Control Variables

SGROWTH Sales Growth: Annual Variation in Sales / Previous Year Sales Arun et al.( 2015); Barua et al. (2010); Peni & 
Vähämaa (2010); 

SIZE Size: Logarithm of Total Assets
Arun et al. (2015); Barua et al. (2010); Park 
& Shin (2004); Peni & Vähämaa (2010); Ye et 
al. (2010)

IND Indebtedness: Total Liabilities / Total Assets Arun et al. (2015); Barua et al. (2010); Park & 
Shin (2004); Peni & Vähämaa (2010)

OCF Operating Cash Flow / Total Assets Arun et al. (2015); Barua et al. (2010)

MB Market-to-Book ratio: Market Value / Equity Arun et al. (2015); Barua et al. (2010); Peni & 
Vähämaa (2010); 

LOSS Losses: dummy variable that assumes the value “1” if net 
earnings are negative in year t, and value “0” otherwise

Arun et al. (2015); (Peni & Vähämaa (2010); 
(Ye et al. 2010)

ROA Return on Assets: Earnings Before Extraordinary Items / Average 
Total Assets of the Year Barua et al. (2010)

YEAR Represents the set of dummy variables for each year and assumes 
the value “1” for data for that year and “0” otherwise Arun et al. (2015); Peni & Vähämaa (2010)

COUNTRY
Represents the set of dummy variables for each country and 
assumes the value “1” if the company belongs to that country 
and “0” otherwise

SECTOR
Represents the set of dummy variables for each sector and 
assumes the value “1” if the company belongs to that sector and 
“0” otherwise

Arun et al. (2015); Peni & Vähämaa (2010)
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