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Abstract 
The board of directors’ monitoring function derived from the agency theory plays a crucial 
role in mitigating agency problems and monitoring managerial decisions to protect 
shareholders’ interests and to ensure high-quality financial reporting. There is a recent 
growing stream of research on the effects of gender differences that state that the presence 
of women on the board of directors could bring about positive outcomes in a firm’s 
performance, corporate monitoring, and oversight. Thus, the purpose of this study is to 
investigate whether the gender diversity of the board of directors has a significant impact on 
the firm’s financial reporting quality proxied by earnings management. This study employs 
panel data analysis of the financial data and qualitative data for the period from 2016 until 
the latest ones 2020 of Malaysian listed companies, as evidence from emerging countries. 
The empirical results of this study indicate that female directors on board mitigate earnings 
management. Thus, the results provide insights for regulators and policymakers; that the 
presence of female directors will affect management decisions and audit quality, therefore 
gender diversity on board should be further emphasized. 
Keywords: Agency Theory, Corporate Governance, Earnings Quality, Earnings Management, 
Gender Diversity 
 
Introduction  
Good corporate governance is one of the most essential mechanisms in ensuring the 
achievement of goals and objectives of an organization, meeting shareholders' wealth, and 
preparing the quality of financial reporting. The role of corporate governance and financial 
reporting quality are amongst the most popular issues being investigated by researchers in 
the accounting field. The board of directors is a significant corporate governance mechanism 
that holds the accountability for leading and directing a business organization and protecting 
the interests of all stakeholders (Fama & Jensen, 1983; Jensen & Meckling, 2019). The board 
of directors become the key player for the corporation in ensuring effective corporate 
governance to reduce information asymmetry, control insiders’ opportunism, and mitigate 
managerial incentives in earnings management practices and thus contribute to the integrity 
of the financial reporting (Chen et al., 2011; Chi et al., 2015; Khalil & Ozkan, 2016; Peasnell et 
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al., 2005). The board of directors, thus, reduce the agency problem between agents 
(managers) and principals (shareholders) (Fama & Jensen, 1983; Hillman & Dalziel, 2003; 
Zahra & Pearce, 1989)  
Earnings management (EM) has been defined by Schipper (1989) as a purposeful intervention 
in the external financial reporting process, with the intent of obtaining some private gain. 
Meanwhile, Healy and Wahlen (1999) claimed that managers use judgment in financial 
reporting and in structuring transactions to alter financial reports to either mislead some 
stakeholders about the underlying economic performance of the company or to influence 
contractual outcomes that depend on reported accounting numbers. On top of that, Sun and 
Rath (2008), also define EM as managers exercising judgment to hide true performance to 
either influence the stock performance, to benefit from the contractual terms between the 
firm and managers, or to influence regulatory decisions. Therefore, based on previous 
literature, EM has been defined as where the managers may use the opportunity to show 
their firm’s best performance through manipulation of the financial reporting. In mitigating 
EM, the board gender differences as one of the mechanisms have been established in many 
countries around the world. The presence of female directors on the corporate board may 
affect management decisions and financial decisions quality positively. Nevertheless, until 
this point in time, there is limited literature concerning the board gender differences in 
reducing EM activities in Malaysian capital market.  
Consequently, the objective of this paper is to investigate the relationship between the 
presence of female directors on corporate boards that improves the audit quality of financial 
reporting among Malaysian public listed companies, particularly in the construction sector. 
Consistent with the prior studies, this paper uses accruals earnings management (AEM) as a 
proxy of earnings quality of financial reporting quality. From the year 2016 to the latest 2020, 
the study finds that the presence of female directors on board has a significantly negative 
relationship with EM. In addition to using the latest thus more relevant data, the study also 
expands further literature on the factors that will reduce EM which then improves the quality 
of the financial reports in an emerging market. 
The remainder of the paper is organized as follows. Section 2 includes previous literature on 
gender diversity on corporate boards and EM and the development of research hypotheses.  
Section 3 elaborates the research design and data methodology. Section 4 presents and 
discussion on the findings and section 5.0 provides the summary and conclusion. 
 
Literature Review 
Corporate Governance and Earnings Management 
Previous researches had proved to give understanding on the relationship between gender 
diversity and financial reporting quality (Gull et al., 2018, Al-Shaer & Zaman, 2016, Triki 
Damak, 2018 Krishnan & Parsons, 2008,  Kyaw, Olugbode & Petracci, 2015, Liu, Wei & Xie, 
2014; Adams & Ferreira, 2009; Arun, Almahrog & Aribi, 2015; Peni & Vähämaa, 2010; Orazalin, 
2020; Thiruvadi & Huang, 2011; Kalantonis, Schoina & Kallandranis, 2021). However, previous 
studies showed differing conclusions on the relationship between these two variables: it can 
be either positively correlated or negatively correlated and some studies show questionable 
results.  
According to Gull et al (2018) and their study examine a sample of French firms on the 
relationship between female directors and EM and claimed that female directors deter EM. 
They found evidence that business expertise and audit committee membership are key 
attributes of female directors that promote the effective monitoring of EM. In addition, 
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Thiruvadi & Huang (2011), their research in the United States provides evidence that the 
presence of a female director on the audit committee constraints EM by increasing negative 
(income-decreasing) discretionary accruals. They suggested that gender diversity on the 
board should be more emphasized as their presence may further enhance public confidence. 
Similarly, Orazalin (2020), in their study on public listed companies in Kazakhstan, found that 
companies with greater board gender diversity are more effective in constraining EM. Their 
findings also indicate that companies with larger boards adopt a more restrained approach to 
EM practices. However, the results provide weak evidence of the association between board 
independence and earnings quality. On top of that, Arun et al (2015) found that firms with a 
higher number of female and independent female directors are adopting restrained EM 
practices in the UK. They made a distinction between complex (high debt) and simple (low 
debt) companies, and the outcomes revealed that female directors have a positive effect on 
the EM in simple companies. Their findings suggest that female representation may enhance 
the functioning and efficiency of corporate boards and committees and, more generally, that 
executive gender may affect managerial behavior.  
Another study by Peni & Vähämaa (2010), the result of their empirical analysis using a sample 
of firms in the US, provides evidence that firms with female chief financial officers (CFOs) are 
associated with income-decreasing discretionary accruals, thereby implying that female CFOs 
are following more conservative EM strategies. They concluded that that female CFOs are 
following more conservative financial reporting strategies, which is broadly consistent with 
the literature on gender differences in conservatism and risk-aversion. Besides, Triki Damak 
(2018), found empirical results of a significant negative effect of board women presence on 
EM level in the French context. They, therefore, suggested that women on boards are 
effective in their monitoring role, which support the efforts made by French political bodies 
to increase gender diversity on corporate boards, and might inspire political actors of other 
countries to take initiatives to regulate the promotion of women’s appointment on boards of 
directors. Using sample companies of European countries Saona et al (2019) and Kyaw et al., 
(2015) revealed the benefits of having a balanced board, in terms of gender diversity. They 
claimed that an equilibrated board tends to mitigate EM practices. Their analysis revealed 
that the regulatory framework regarding board gender diversity established by each country 
has a determinant role in reaching equality in decision-making positions, as a founding value 
of the European Union. On top of that, Albawwat and Harasees (2019) claimed that in their 
study, on commercial banks listed on the Amman Stock Exchange, there is a positive 
relationship between the presence of a female in the Audit Committee and the quality of the 
financial reports. Meanwhile, Darmayanti and Kassim (2020) asserted that female directors 
network had a positive relationship with earnings quality in public companies in Indonesia 
Stock Exchange 2015-2018 period. 
On the other hand, contrary to the other literature, (Kalantonis et al., 2021) found no 
significant statistical evidence of the relationship between gender diversity and EM in Greek.  
According to Al-Shaer & Zaman (2016), a diverse board will take a more balanced view and 
pay greater attention to social responsibility and stakeholder concerns. Based on their study 
on the UK context they found that gender-diverse boards are associated with higher quality 
sustainability reports and independent female directors have a greater effect on sustainability 
reporting quality than female directors. Meanwhile, Zainal, Zulkifli, and Salleh (2013) found 
that there is slow progress in board diversity in Malaysia over five years from the year 2005 
to 2009 and claimed there is the need for more efforts to encourage board diversity in 
Malaysia.  
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Gender Theory and Board Diversity  
There are several interrelated reasons for the effect of gender diversity and financial 
reporting quality. Previous literature has acknowledged that significant gender-based 
differences exist, for instance, in leadership styles, communicative skills, conservatism, risk 
averseness, and decision-making. Due to these differences and their potential implications 
for corporate governance, the issue of gender diversity has begun to receive increasing 
attention in the literature over the past few years. Several studies have recently focused on 
the effects that female directors may potentially have on the EM practices of a company. In 
this paper, we attempt to extend this literature by addressing the effects of female directors 
on financial reporting quality proxied by discretionary accruals. 
Two theories suggest greater gender diversity may contribute to better board effectiveness: 
gender theory and agency theory. According to the gender theory perspective, Eagly et al., 
(1995) suggested that an individual’s gender determines his or her behavior. It is suggested 
by the theory that men and women have normatively expected behavior and that individuals 
who use strategies that are aligned to their gender tend to be greater perceived by others 
(Eagly et al., 1995). For example, men are expected to be more assertive and aggressive than 
women (Terjesen et al., 2016). In addition, (Rosener, 1997) claimed that women are more 
flexible and able to manage ambiguous situations. These gender differences may be relevant 
factors that influence the effectiveness of the board of directors. 
Meanwhile, from the agency theory perspective, Virtanen (2012) claimed that females are 
more likely to take active roles on boards of directors than men did. Likewise, Adams & 
Ferreira (2009) asserted that female directors are more dynamic on corporate boards and 
have a better attendance record than male directors. Furthermore, the presence of female 
directors on corporate boards enhances their independence and improves their efficiency to 
improve firm performance and value (Abad et al., 2017; Carter et al., 2003; Terjesen et al., 
2016) 
It has been long acknowledged in cognitive psychology and management literature that 
significant gender differences exist e.g. in conservatism, risk averseness, and ethical behavior 
(Chen, Haiyang & Volpe, 2002; Jianakoplos & Bernasek, 1998; Byrnes et al., 1999; Schubert, 
2006) 
To address the above arguments, this study proposes the following hypotheses: 
H1.  There is a significant relationship between female directors on board and financial 
reporting quality. 
H2.  There is a significant relationship between independent female directors on board and 
financial reporting quality. 
H3.  There is a significant relationship between independent female directors on Audit 
Committee and financial reporting quality. 
 
Research Methodology 
This study examined the latest sample of construction companies listed on Bursa Malaysia 
throughout 2016 - 2020. The focus is construction companies as the firms are subject to 
special financial reporting standards in Malaysia for the calculation, MFRS 15. In addition, 
construction companies with unique features, provide greater opportunities for earnings 
management Wan Abdullah (2012). This selection criterion ensures that our sample consists 
of a sufficiently large and homogeneous sample. This study excludes firms with incomplete 
data. The final sample consists of 345 firm-year observations. Financial data are gathered 
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from the Data stream system and data on the board of directors are gathered from annual 
reports of each company that are available on the Bursa Malaysia website. 
 
Measurement for Dependent Variable: Accruals Earnings Management 
In order to examine the level of EM, this study employed a well-recognized EM model, 
Modified Jones Model by Dechow et al., (1995).   
𝑇𝐴𝐶𝐶𝑖𝑡 = 𝑁𝐼𝑖𝑡 − 𝐶𝐹𝐹𝑂𝑖𝑡 (1)  
𝑁𝐷𝐴𝐶𝑖𝑡 = 𝛼𝑖 [1/𝑇𝐴𝑖𝑡−1] +𝛽1 [(∆𝑅𝐸𝑉𝑖𝑡 − ∆𝑅𝐸𝐶𝑖𝑡)/𝑇𝐴𝑖𝑡−1] +𝛽2𝑃𝑃𝐸𝑖𝑡/𝑇𝐴𝑖𝑡−1 (2)  
𝑇𝐴𝐶𝐶𝑖𝑡/𝑇𝐴𝑖𝑡−1 = 𝛼𝑖 [1/𝑇𝐴𝑖𝑡−1] +𝛽1 [(∆𝑅𝐸𝑉𝑖𝑡 − ∆𝑅𝐸𝐶𝑖𝑡)/𝑇𝐴𝑖𝑡−1] + 𝛽2𝑃𝑃𝐸𝑖𝑡/𝑇𝐴𝑖𝑡−1 + 𝜀𝑖𝑡 
(3)  
𝐷𝐴𝐶𝐶𝑖𝑡 = 𝜀𝑖𝑡 = 𝑇𝐴𝐶𝐶𝑖𝑡𝑇𝐴𝑖𝑡−1 − 𝑁𝐷𝐴𝐶𝑖𝑡 (4)  
Where 𝐷𝐴𝐶𝐶𝑖𝑡 is the discretionary accruals in year t, 𝑇𝐴𝐶𝐶𝑖𝑡 is the total accruals in year t, 
𝑁𝐷𝐴𝐶𝑖𝑡 is the non-discretionary accruals in year t, 𝑇𝐴𝑖𝑡−1 is the total assets in year t-1, 𝑁𝐼𝑖𝑡 
is the net income in year t, 𝐶𝐹𝐹𝑂𝑖𝑡 is the net cash flow from operations in year t, 𝜀𝑖𝑡 is the 
error term in year t, and 𝑖 is the individual firm in year t. The coefficients in equation 2 for 
each year are applied in equation 3 for each company accordingly. DACC is the error term in 
equation 3. 
 
Measurement for Independent Variables 
There are some arguments on the positive association between board diversity with EM and 
in contrast other arguments on the negative association. The current study hypothesizes that 
the presence of female directors on the corporate board mitigates EM. The independent 
variables in this study consist of three main board gender characteristics including, female 
directors on board (BF), independent female director on board (BINDF), and female director 
on Audit Committee with expertise (ACEF). Therefore, three proxies are used to measure 
board gender diversity. 
 
Measurement for Control Variables  
To account for the potentially confounding effects of corporate governance characteristics 
and specific firm characteristics that may affect EM, this study includes control variables in 
the model. The control variables for corporate governance are board of directors’ size (BSIZE), 
measured by the total number of board of directors, board independence (BIND) is measured 
by the number of independent directors on board, audit committee (AC) is measured by the 
number of Audit Committee on board, Audit Committee with expertise (ACE) is measured by 
the number of board of directors on Audit Committee with expertise in accounting and 
auditing. The firm characteristics control variables are types of auditor (BIG4), measured by 
dummy variable 1 if the auditor is from Big4 audit firm, otherwise 0, firm size (FS), measured 
as the natural logarithm of total assets; firm leverage (DTE), calculated as total debts divided 
by total equity; firm profitability (ROE), measured by net income divided by total equity. Many 
of the previous studies have suggested that these corporate governance characteristics and 
firm-specific characteristics are useful in explaining EM behavior. 
 
Research Model 
To test the hypotheses of this study and estimate the effects of board gender diversity, and 
control variables on EM, the following panel regression model is employed: 
AEM = α + β1BF + β2BINDF + β3ACEF + β4BSIZE + β5BIND + β6AC + β7ACE + β8BIG4 + β9FS + 
+ β10DTE + β11ROE + e (1)  
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Where:  
AEM is Accruals Earnings Management proxy by Discretionary Accruals figure; BF is the 
number of female directors on boards, BINDF is the number of female independence directors 
on boards, ACEF is the number of female directors with expertise on Audit Committee, BSIZE 
is the number of directors on boards; BIND is the number of Independence Directors on 
board, AC is the number of director on Audit Committee, ACE is the number of director on 
Audit Committee that has the expertise, BIG4 is the type of external auditor of the company, 
FS is the firm size measured by log Total Assets; DTE is debt to equity ratio proxy for debt 
covenant, ROE is a return on asset proxy for firm performance calculated by dividing net 
income with total equity.  All the assumptions of regression analysis are met in this study. 

 
Results and Discussion 

Table 4.1: Descriptive Statistics 

 AEM BF BIN
DF 

ACE
F 

BSIZ
E 

BIN
D 

AC ACE BIG4 FS DTE ROE 

Min -
1.60
2 

0 0 0 4 0 2 0 0 9.206 -
19.37
0 

-
3.33
7 

Max 1.00 3 2 1 11 8 5 2 1 16.95
1 

21.17
9 

2.23
1 

Mean -
0.23
6 

0.74
5 

0.34
4 

0.10
4 

6.89
5 

3.4 3.22
3 

1.19
1 

0.275 13.01
9 

0.822 -
0.01
2 

Std 
Dev 

0.32
0 

0.79
89 

0.61
4 

0.30
6 

1.46
6 

1.0
04 

0.58
0 

0.49
2 

0.447 1.492 2.162 0.34
1 

Note:  
This table presents the descriptive statistics for a final sample of 345 firm-year observations.  
AEM is Accruals Earnings Management proxy by Discretionary Accruals figure; BF is the 
number of female directors on boards, BIF is the number of female Independence Director on 
boards,  ACEF is the number of female directors with expertise on Audit Committee, BSIZE is 
the number of directors on boards; BIND is the number of Independence Directors on board, 
AC is the number of director on Audit Committee, ACE is the number of director on Audit 
Committee that has the expertise, BIG4 is the type of external auditor of the company, FS is 
the firm size measured by log Total Assets; DTE is debt to equity ratio proxy for debt covenant, 
ROE is a return on asset proxy for firm performance calculated by dividing net income with 
total equity. 
 
Tables 4.1 present descriptive statistics for all the variables used from the year 2016 - 2020. 
It includes EM measures, namely, Accruals Earnings Management (AEM) and the gender 
diversity of the board of directors in terms of female directors of board (BF), female 
independence board of directors (BINDF), and female directors on the Audit Committee with 
expertise (ACEF). The statistics also report the control variables for other corporate 
governance characteristics such as board size, board independence, Audit Committee 
expertise, auditors, and firms’ characteristics, such as size, leverage, and performance. The 
mean value of AEM is -0.236 which implies that the majority of the firms manage their 
earnings using income decreasing accruals. These results indicate that Malaysian construction 
companies engaged in earnings management either through income-increasing earnings or 
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income-decreasing earnings to hide their true financial performance. These results imply that 
accrual-based are large in magnitude and trends in some Malaysian companies, as some 
managers have motivations to manage corporate earnings upward and downward for 
purposes, such as managers' compensation or income tax reduction. The results obtained are 
consistent with the evidence of (Arun et al., 2015; Gull et al., 2018; Kyaw et al., 2015; Orazalin, 
2020; Saona et al., 2019; Thiruvadi and Huang, 2011).  
 
The results for board females (BF) indicate that on average (mean value = 0.745) at least every 
company has at least one female director on board. The range for female independent 
directors on board is from 0 to 2 directors only. Meanwhile, for female directors on Audit 
Committee with expertise, the range is between o to 1 director. The mean value is only 0.104 
which indicates that only small number of companies that pose female director with expertise 
that sits on Audit Committee. 
 
The results for other corporate governance characteristics indicate that the average number 
of directors on the board is 7, with a range from 4 to 11 directors. The average independent 
directors on the board have a mean value of 3.4, and it ranges from 0 to 8 directors. The 
minimum of 0 is consistent with the results obtained by Orazalin (2020) and Cigna and 
Meziou, (2017) that some companies do not maintain a minimum threshold of one-third of 
board members should be outside independent directors, which do not meet the 
requirements of code of corporate governance and listing requirements. In addition, the 
statistics for firm characteristics show that the mean value of BIG4 is 0.275 which indicates 
that only 27.50% of the companies employed Big Four auditors to audit their financial 
statements. The mean values for firm size, leverage and profitability are 13.019, 0.822 and -
0.012 respectively. For the skewness and kurtosis, the values must be between -2 and 2. All 
variables are within this range and considered as normal. 
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Table 4.2: Pearson Correlation 

 AEM BF BIF ACEF BSIZ
E 

BIN
D 

AC ACE BIG4 FS DTE ROE 

AE
M 

1.00
0 

           

BF -
0.04
4 

1.000           

BIF 0.07
3* 

0.547
*** 

1.000          

ACE
F 

0.02
3 

0.311
*** 

0.550
*** 

1.000
* 

        

BSI
ZE 

0.09
1** 

0.391
*** 

0.192
*** 

0.083 1.00
0 

       

BIN
D 

0.16
4*** 

0.229
*** 

0.308
** 

0.025
** 

0.447
*** 

1.000       

AC 0.15
7*** 

0.092
** 

0.101
* 

0.098
** 

0.25
6 

-
0.007
*** 

1.00
0 

     

ACE 0.06
7 

-
0.060 

0.079
* 

0.137 0.05
6** 

-
0.125
*** 

-
0.00
7** 

1.000     

BIG
4 

-
0.02
9 

0.173
*** 

0.076
** 

-
0.019
*** 

0.155
*** 

0.129
** 

-
0.12
5** 

0.090
** 

1.000    

FS 0.14
9*** 

0.270
*** 

0.273
*** 

0.282 0.35
9* 

0.043
*** 

0.12
9 

0.140
** 

0.345
*** 

1.00
0 

  

DTE 0.11
8** 

-
0.028 

0.063 0.051
* 

0.07
5 

0.062
*** 

0.04
3 

0.070 0.169
* 

0.24
2* 

1.000  

RO
E 

0.06
8 

0.042 -
0.012 

-
0.083 

0.05
8 

0.002 0.06
2 

-
0.085 

-
0.076 

0.06
0** 

-
0.578
** 

1.00
0 

Note:  
This table shows the results for correlation analysis for a sample of 345 firm-year 
observations.  
AEM is Accruals Earnings Management proxy by Discretionary Accruals figure; BF is the 
number of female directors on boards, BIF is the number of female Independence Director 
on boards,  ACEF is the number of female directors with expertise on Audit Committee, 
BSIZE is the number of directors on boards; BIND is the number of Independence Directors 
on board, AC is the number of director on Audit Committee, ACE is the number of director 
on Audit Committee that has the expertise, BIG4 is the type of external auditor of the 
company, FS is the firm size measured by log Total Assets; DTE is debt to equity ratio proxy 
for debt covenant, ROE is a return on asset proxy for firm performance calculated by dividing 
net income with total equity. 
***Significant at the 1% level, **Significant at the 5% level, *Significant at the 10% level 
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Table 4.2 presents the results of pair-wise Pearson correlation parameters with the t-statistic 
values for all the variables employed in this study. As can be seen in the table, the highest 
correlation estimate is between BIF and ACEF at 0.550. The reported coefficients between 
independent variables indicate that multicollinearity is not an issue in this study because 
according to Pallant (2007) multicollinearity issue is present in the regression analysis if the 
correlation coefficient between independent variables is above 0.700. The Variance Inflation 
Factor (VIF) measures, as well as the correlations between the explanatory variables in the 
regression model, indicate the absence of multicollinearity that could challenge the 
inferences obtained from the regression specification. 
 

Table 4.3: Regression results 

 AEM t-Statistics 

Variables   
Constant -3.087***  

BF -0.133** -1.933 
BINDF 0.096 1.279 
ACEF -0.032 -0.470 
BSIZE 0.027 0.421 
BIND 0.062 0.949 

AC 0.100* 1.750 
ACE 0.047 0.872 
BIG4 -0.065 -1.113 

FS 0.091 1.364 
DTE 0.165** 2.361 
ROE 0.151** 2.228 

   
R-square 0.089  

Adjusted R-square 0.059  
F-statistics 2.952  

Note:  
This table shows the model summary of each Earnings Management value for a sample of 
345 firm-year observations.  
R-square is the regression coefficient determination.  
Adjusted R-square is the adjusted regression coefficient determination.  
F-statistics is the indication of how much variation is explained by the regression equation.  
AEM is Accruals Earnings Management proxy by Discretionary Accruals figure; BF is the 
number of female directors on boards, BIF is the number of female Independence Director on 
boards,  ACEF is the number of female directors with expertise on Audit Committee, BSIZE is 
the number of directors on boards; BIND is the number of Independence Directors on board, 
AC is the number of director on Audit Committee, ACE is the number of director on Audit 
Committee that has the expertise, BIG4 is the type of external auditor of the company, FS is 
the firm size measured by log Total Assets; DTE is debt to equity ratio proxy for debt covenant, 
ROE is a return on asset proxy for firm performance calculated by dividing net income with 
total equity. 
***Significant at the 1% level, **Significant at the 5% level, *Significant at the 10% level 
Table 4.3 presents the results of regression analysis between EM, gender variables, and all 
the control variables measured in this study from the year 2016 to 2020. The results indicate 
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that AEM is negatively related to BF at a 5% significant level. The significant negative 
relationship between AEM and BF confirm H1 and is consistent with the results obtained by 
Gull et al (2018); Triki Damak (2018); Orazalin (2020) The results, thus, suggest that having 
women directors on corporate boards helps to mitigate EM and improve financial reporting 
quality. The female director becomes one of the factors that help to mitigate EM in Malaysia 
through accruals EM. The results obtained in this study are consistent with the argument in 
the gender theory, women are more conservative and unbiased than men in making ethical 
decisions. The findings imply that the presence of female directors improves board 
monitoring as they constrain earnings management more than their male counterparts. The 
statistics show that there is a negative relationship between ACEF and EM, but it is 
insignificant. The weak relationship between female directors with expertise on Audit 
Committee and EM suggests that probably the number of female directors with expertise on 
board is too small to play their role in mitigating earnings management. Besides, there is no 
significant relationship between BINDF and EM indicates that independence female director 
on board has yet to achieve their effectiveness in mitigating earnings management. The 
results are in line with those found by Orazalin (2020); Mohammad et al (2018). Thus, H2 and 
H3 are not supported in this study. 
For control variables, there is a negative relationship between AEM and BIG4, but it is not 
significant. The weak relationship suggests that this might be due to the percentage of 
companies that employ BIG4 auditors being too small, which is only 27.50% as stated in Table 
4.1. However, firm leverage (DTE) and profitability (ROE) are found to have a significant 
positive relationship with AEM at a 5 % level. The results suggest that the larger the 
percentage of debt-to-equity ratio and return on equity of a firm, the more tendency the 
company to manage its earnings. This indicates that the higher the leverage and profitability 
of a company the higher the propensity to engage in earnings manipulation. The adjusted R-
squared and adjusted R-squared for this linear regression model are 8.9% and 5.9% 
respectively. The F-statistics values 2.952 and it is significant at a 1% level. The significant 
value of F-statistics means that the alternative hypotheses are compatible with observed 
data. 

 
Conclusion 
The main objective of this study is to determine the impact of gender on corporate boards, 
that is having women on board of directors and the financial reporting quality associated with 
it. Based on the results obtained, it is found that there is a significant negative relationship 
between female directors and the level of EM as a proxy of financial reporting quality. This 
suggests that having female directors on the corporate board is a good mechanism in 
mitigating EM in Malaysia. This study sheds further light on the importance of the presence 
of a female director on the corporate board may affect management decisions and financial 
reporting quality positively. Thus, this study is accepting the H1 hypothesis. Consistent with 
previous literature, this research contributes to the existing literature that women are more 
risk-averse, cautious, and ethical than men. The findings, therefore, suggest and shed further 
light on the importance of having women on corporate boards and the positive outcomes that 
are associated with it. Therefore, gender diversity on the board should be more strongly 
emphasized and their presence on the board may further enhance public confidence. 
 
This study extends the corporate governance literature to the setting of the emerging market 
by highlighting Malaysia and investigates whether effective corporate governance 
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mechanisms in terms of board characteristics mitigate EM practices. The findings of this study 
provide input for regulators and policymakers such as Bursa Malaysia, Securities Commission 
Malaysia (SCM), and the Malaysian Institute of Corporate Governance (MICG) to revisit their 
policies and reforms to improve board gender diversity. It is recommended for the MICG to 
revise the Malaysian Code of Corporate Governance to enlighten public listed companies in 
Malaysia about the significant role of female directors on board and having at least one 
female director on the board. In addition, it is recommended to SCM to highlight the 
importance of having female directors on board in the listing requirements on Bursa Malaysia. 
Constant reviewing rules and regulations, as well as enforcement, are very important to 
ensure that good governance and quality as well as reliability of reported financial reporting 
in Malaysia.  

 
This study includes several opportunities for future research, specifically with regards to 
different methodology, sample size, sample periods, or current regulations related to 
corporate governance. In extending the current research, the proxies for gender diversity can 
be extended using other variables such as dummy variables or percentages instead of the 
absolute number representing gender. Future studies may use other measures of earnings 
quality such as real earnings management, earnings persistence, earnings predictability, and 
conservatism. The findings of this research might not be generalizable to other developing 
countries which have different rules and regulatory structures. Therefore, future comparative 
research including other emerging markets would provide new insights on the effects of 
gender diversity and EM in different countries. 
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