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Abstract 

In early 2000’s, the epidemic of accounting scandals such as Enron, WorldCom, 

OneTel, and HIH has raised investors’ concerns about the effectiveness of corporate 

governance mechanism in all types of organizations. In Australia, being one of the most 

developed stock markets in the Asia-Pacific region, policy makers are unceasingly 

working towards the advancement of the ASX Corporate Governance Principles and 

Recommendations. In an attempt to improve governance mechanism, the ASX 

Corporate Governance Council in 2010 amended the ASX Corporate Governance 

Principles and Recommendations to include enhanced reporting on gender diversity on 

corporate boards. This study is motivated by the argument that better corporate 

governance can be achieved through restructuring and cleaning up the boardroom 

(Cheng, 2003; Park and Shin, 2003). Moreover, it has been found that women are likely 

to improve the monitoring mechanism of a firm (Adams and Ferreira, 2009) and 

enhance information environment (Gul et al., 2011) than men are. Given the importance 

of women on corporate boards, this study seeks to find the determinants and some 

consequences of women on corporate boards.  

Prior gender diversity literature primarily focuses on finding the ‘business case’ of 

gender diversity (see for example, Farrell and Hersch, 2005). There are only a few 

studies that examine the characteristics of firms that are likely to appoint women to 

corporate boards. However, inappropriate methodology (the use of OLS regression in 

presence of censored dependent variable) and different regulatory settings (the U.S.) 

have limited the scope of prior studies. Thus, the first objective of this study is to 

investigate the characteristics of firms that are likely to appoint women to their 

corporate boards in the Australian “if not, why not” regulatory environment, by using 

a statistically robust ‘two-limit’ Tobit model. The results suggest that the firm size, 
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women as chair of the board, corporate governance index, GRI signatory, debt ratio, 

average board age, BIG4 auditors, CEO tenure, and shareholder concentration are 

major determinants of women on boards. The study further recommends that, in the 

presence of a censored dependent variable, the ‘two-limit’ Tobit model is an appropriate 

methodology and outperforms the OLS model. 

The present study is unique as it does not limit the discussion to the determinants of 

women on corporate boards but goes beyond to find some consequences of women on 

corporate boards. Australia, in 2011, introduced the ‘two-strike’ rule to curb excessive 

executive remuneration. Under this rule, if a firm’s remuneration report receives 25% 

or more ‘no’ votes (‘strike’) for two consecutive years (‘two strikes’), the board of 

directors (except the CEO) potentially faces re-election. Given the role of women as 

better monitors than men, the second objective of this study is to investigate whether 

the presence of women on corporate boards reduces the likelihood of receiving a ‘strike’ 

on a remuneration report from shareholders. The results suggest a significant 

association between the presence of at least one woman on the board and a lower 

likelihood of receiving a ‘strike’ on a remuneration report from shareholders. The 

results are robust to alternative proxies of gender diversity on corporate boards.   

In Australia, the ASX Listing Rule 3.1 requires firms to immediately disclose any 

material information to the market that is likely to affect their security prices and non-

compliance may result in civil and criminal penalties for a firm. Given the importance 

of women in enhancing the information environment of a firm, the third objective of 

this study is to examine association between women on corporate boards and the level 

(i.e. frequency and volume) of continuous disclosure made by the firm. The results 

show that the extent of female representation on boards is associated with the level of 
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all types (i.e. market-sensitive and non-market-sensitive) of continuous disclosure. The 

results are robust to multiple tests to minimise possible endogeneity. 

This study makes several contributions to the existing literature. First, the study 

contributes to the emerging post gender diversity recommendation literature in 

Australia and is probably the first comprehensive study that investigates the 

determinants and examines the consequences of having women on corporate boards. 

Second, this study contributes to the literature relating to the determinants of having 

women on corporate boards by providing new evidence, particularly after the ASX 

gender diversity recommendation, and using a wide variety of variables and a 

statistically sound ‘two-limit’ Tobit model approach. Third, this study contributes to 

the executive remuneration literature by suggesting that having women on corporate 

boards lowers the likelihood of receiving a ‘strike’ on a remuneration report from 

shareholders. Lastly, this study contributes to the continuous disclosure literature by 

suggesting that the role of women cannot be overlooked when finding an association 

between corporate governance and continuous disclosure. Frequent and voluminous 

disclosures reduce information asymmetry, help in bridging the gap between 

shareholders and management, and aid in developing efficient capital market. 
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Chapter 1: Overview of the Study 

1.1. Introduction 

In gender diversity literature, the “glass ceiling” effect has commonly been used to 

describe an invisible barrier that prevents women from advancing to the highest levels 

of the career ladder. Arfken, Beller and Helms (2004) suggest that this effect is the 

main reason for the limited presence of women on corporate boards in most countries. 

To weaken this effect, Bagues and Esteve-Volart (2010) suggest that gender parity in 

decision making positions is necessary. They recommend two ways to achieve this 

objective. First, women at the top level could become role models for new recruits. 

Second, women occupying board positions could affect choices in ways that might 

help other women attain board positions.  

In recent years, regulators and policy makers have adopted a number of approaches to 

increase female representation on corporate boards. These approaches have ranged 

from the legal requirements of setting quotas, to “if not, why not”, and to voluntary 

initiatives. In Australia, the ASX Corporate Governance Council included a gender 

diversity recommendation in the ASX Corporate Governance Principles and 

Recommendations, effective on or after 1 January 2011. Under the amended 

recommendation 3.2, all listed companies are now required to establish and disclose a 

diversity policy, measure the number of women in leadership positions, and set 

measurable objectives for achieving gender diversity on their corporate boards. If a 

company does not comply with these recommendations, an explanation is required. 

Since the implementation of the gender diversity recommendations, there has been a 

significant increase in the number of women on corporate boards. According to the 
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Australian Institute of Company Directors real-time data, the percentage of female 

representation on ASX 200 boards has increased from 8.4% in 2009 to 23.4% as of 30 

June 2016. However, the percentage of women on corporate boards of companies 

listed on the Australian All Ordinaries index was 18.1% as at 30 June 2016, and there 

was a total of 154 companies in the All Ordinaries that still do not include women on 

their corporate boards. 

1.2 Gender diversity on corporate boards 

In addition to the recent ASX recommendations on improving gender diversity on 

ASX boards, gender diversity in boardrooms has been the centre of attention of 

academic researchers over the past two decades. The debates were triggered when 

researchers begin questioning the skills and attributes of homogenous (i.e. non-

diverse) boards (Park and Shin, 2003), especially following governance failures in 

high profile companies such as Lehman Brothers and AIG Insurance in USA, and 

Bankwest in Australia. Cheng (2003) suggests that one way to avoid homogeneity and 

improve the governance function is to restructure the boardroom. Ferreira (2010) also 

emphasises that an integral role of the corporate board is to approve important and 

strategic financial decisions, such as capital restructuring and the appointment of 

senior executives. To achieve the objectives of better governance and effective 

decision-making, an efficient board requires diligence (Hermalin, 2005), cooperation 

and coordination (Palmer, 1983), teamwork (Payne, Benson and Finegold, 2009), and 

robust monitoring function (Ferris, Jaggannathan and Pritchard, 2003) from its 

members. Prior studies suggest that generally women have more wisdom and diligence 

than many male board members (Huse and Solberg, 2006). In the leadership literature, 

women are considered as less autocratic, are likely to share power, and show concerns 
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for others (Eagly and Johnson, 1990; Ross and Offermann, 1997; Eagly and 

Johannesen-Schmidt, 2001; Eagly and Karau, 2002). 

Moreover, in the governance literature, the presence of women on boards is associated 

with an efficient information environment and better monitoring (Gul, Srinidhi and 

Ng, 2011; Adams and Ferreira, 2009). Nielsen and Huse (2010) suggest that having 

women on boards influences board processes via monitoring decisions related to firm 

strategy and organizational practices and policies, which in turn improve board 

effectiveness in strategic control. Bear, Rahman and Post (2010) suggest that women 

on corporate boards improve corporate social responsibility ratings and consequently 

improve firms’ reputations. Abbott, Parker and Presley (2012) argue that women in 

the boardroom, with their broader perspective, enhance the mental independence of 

the board, that in turn reduces the tendency of groupthink, which is detrimental, at 

board level. These arguments suggest that women on corporate boards, through their 

leadership style and monitoring function, can affect the corporate governance 

mechanism of a firm. 

Despite the arguments and evidence provided for the importance of women on 

corporate boards, statistics suggest that women are still under-represented in the ASX 

corporate boards. As of 30th June 2016, a total of 20 companies in the ASX200, 52 

companies in the ASX300, and 154 companies in the ASX All Ordinaries do not have 

any women on their corporate boards (AICD, 2016). The introduction of the ASX 

gender diversity recommendation in 2011, the existing literature which supports the 

point that women contribute to corporate governance, and recent statistics about the 

under-representation of women in ASX companies, together provide an interesting 
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background against which this study will investigate the characteristics of firms that 

are likely to appoint women to their corporate boards.  

Although a significant amount of gender diversity literature focuses on the 

consequences of having a woman in the boardroom, research on factors that drive 

firms to appoint women on their corporate boards is relatively scarce. To date, 

Hillman, Shropshire and Cannella (2007) and Geiger and Marlin (2012) are the only 

two major studies that examine the determinants of women on corporate boards. 

Hillman et al., (2007), uses a dichotomous variable (‘1’ for at least one woman and ‘0’ 

otherwise), and finds that firm size, industry type, firm diversification strategy, and 

board network, all significantly influence the likelihood of the presence of women on 

the U.S. corporate boards. However, Geiger and Marlin (2012) criticise the use of a 

dichotomous variable to measure the presence of women and propose the use of the 

percentage of women on boards to capture the effect of multiple female representation 

on corporate boards. Using the ordinary least squares (OLS) regression analysis, they 

find that board size, proportion of independent directors, and board members serving 

on multiple boards, are all significantly related to the percentage of women on 

corporate boards. In the Geiger and Marlin (2012) study, the dependent variable (the 

percentage of women on corporate boards) is a censored variable as it is not defined 

below zero and above 100% (Tobin, 1958). Consequently, the use of OLS regression 

may be an inappropriate statistical method, as it assumes the predicted dependent 

variable can lie outside the allowable range of zero to 100 percent (Tobin, 1958). The 

present study addresses this concern by employing a statistically appropriate ‘two-

limit’ Tobit model for incorporating the censored nature of the dependent variable 

(Tobin, 1958). Thus, the present study seeks to add to existing knowledge by 

employing the theoretically sound ‘two-limit’ Tobit model to examine the wide variety 
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of determinants such as: firm size (Hillman et al., 2007), women as chair of the board 

(Smith et al., 2006), corporate governance index (Singh and Vinnicombe, 2004), GRI 

signatory (Bear et al., 2010), firm leverage (Jacobsen, Lee, Marquering and Zhang, 

2010), board age (Nakano and Nguyen, 2011), CEO tenure (Adams and Ferreira, 

2009), shareholder concentration (Yeh and Woidtke, 2005), BIG4 auditors (Gul, 

Srinidhi and Tsui, 2008), and board members’ external directorships (Geiger and 

Marlin, 2012) of female representation on boards from the Australian (the “if not, why 

not” approach) context. This leads to the first research question of the study. 

Q1. What are the key organizational characteristics of women’s representation on 

corporate boards in an “if not, why not” regulatory environment?1 

The present study is unique as it does not limit the discussion to the determinants of 

women on corporate boards, but it goes further and examines some consequences of 

having women on corporate boards. There are only a few studies that go beyond the 

traditional gender-firm performance relationship and examine some different 

consequences of having women on corporate boards (see for example, Adams and 

Ferreira, 2009; Nielsen and Huse, 2010; Gul et al., 2011; Abbott et al., 2012; Triana 

et al., 2013; Upadhyay and Zeng, 2014).  

Immediately following the introduction of the gender diversity recommendation in the 

ASX Corporate Governance Principles and Recommendation in 2010, with aim to 

improve accountability for executives’ remuneration, Australia introduced a new 

legislation ‘two-strike’ rule under the Corporations Amendment Act, effective from 1 

July 2011. Under this Act, if the firms’ remuneration report receives 25% or more ‘no’ 

                                                           
1 To accommodate several determinants and to enhance readability, hypotheses are not developed for 

this research question. However, a detailed discussion on the importance of each determinant and its 

measurement is provided in chapter 3. 
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votes (‘strike’) for two consecutive years (‘two strikes’), the board of directors (except 

the CEO) potentially faces re-election. In an early investigation of this rule, Monem 

and Ng (2013) find that small firms with weak corporate governance mechanisms are 

likely to receive ‘strikes’ from their shareholders. Moreover, they suggest that firms 

that receive ‘strikes’ from shareholders have a weaker pay-performance link than those 

who do not. On the other hand, prior research suggests that women on corporate boards 

contribute to their corporate governance by increasing the mental independence of the 

board and by enhancing its monitoring function (Abbott et al., 2012; Adams and 

Ferreira, 2009). Given the discussion of the possible consequence of the ‘two-strike’ 

rule and its relationship with corporate governance, the present study undertakes an 

interesting task in investigating whether women in the boardroom, with their 

monitoring abilities, lower the likelihood of the board receiving a ‘strike’ on its 

remuneration report from shareholders. This leads to the second research question of 

the study. 

Q2. What is the consequence of women’s representation on corporate boards regarding 

the likelihood of receiving a ‘strike’ on the remuneration report from shareholders?           

Australia is among a few countries (i.e. the U.S., Canada, the U.K., New Zealand, 

Hong Kong, Singapore, and Japan) that require mandatory continuous disclosure for 

listing purposes. Among these countries, only Australia, the U.K., New Zealand, and 

Singapore have statutory backing in relation to their Listing Rules. The ASX Listing 

Rule 3.1 requires firms to immediately disclose to the market, any material information 

that is likely to affect the security prices of a firm. Non-compliance with the statutory 

requirements of continuous disclosure may result in civil and criminal penalties for a 

firm under the Australian Corporations Act 2001. In addition, the ASX Corporate 
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Governance Council supported the continuous disclosure regulation by including it in 

the first edition of the ASX Corporate Governance Principles and Recommendations 

in 2003. Principle 5 of the ASX Corporate Governance Principles and 

Recommendations encourages firms to make timely and balanced disclosures. 

Prior studies focus on the importance of board independence in order to emphasise 

that an independent board (with more non-executive board members than executive 

members) is likely to monitor and curb any management opportunistic behaviour 

(Matolcsy, Tyler and Wells, 2012). However, prior studies find no association between 

board independence and continuous disclosure (Clarkson, Ferguson and Hall, 2003; 

Matolcsy et al., 2102). Other studies that relate overall corporate governance quality 

to the frequency and timeliness of continuous disclosures, suggest that better governed 

firms are the most likely to make frequent and timely continuous disclosures (Beekes, 

Brown and Zhang, 2014; Beekes and Brown, 2006). If better governance improves 

disclosure level, and board independence has no association with continuous 

disclosure, this suggests that there are other monitoring mechanisms that affect the 

continuous disclosure practices of a firm. Thus, the present study builds on Adams and 

Ferreira’s (2009) and Gul et al.’s (2011) argument that women are better monitors than 

men and more likely to improve the overall information environment than men and 

seeks to investigate whether women on corporate boards affect the level (i.e. frequency 

and volume) of continuous disclosure made by the firm. This leads to our last research 

question of the study. 

Q3. What is the consequence of women’s representation on corporate boards with 

respect to the continuous disclosures made by a firm? 
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1.3. Motivation of the research 

Several factors motivated this study. First, the ASX Corporate Governance Council, 

in 2010, amended the ASX Corporate Governance Principles and Recommendations 

and included reporting on gender diversity as a recommendation for all ASX firms. 

Since then, there has been a significant increase in the number of women on corporate 

boards. The Australian business community, researchers, regulators, and shareholders 

have been paying considerable attention to firms which have appointed women to their 

corporate boards. Thus, the present study is timely for all stakeholders as it seeks to 

investigate the characteristics of firms that are likely to appoint women as directors, 

as well as some important consequences of having women in boardroom. 

Second, existing literature is relatively scant on the organisational characteristics that 

determine whether are not women are occupying positions on corporate boards 

(Hillman et al., 2007; Geiger and Marlin, 2012). In addition, prior studies that found 

the determinants for women on corporate boards, were conducted in a different 

regulatory setting (i.e. the U.S.), with limited variables and potentially inappropriate 

methodology. Since the introduction of the ASX gender diversity recommendation, 

there has been a need to find more recent and robust evidence as to the determinants 

of women on corporate boards.  

Third, most of the existing gender diversity literature examines the impact of women 

on corporate boards on firm financial performance (Carter, Simkins and Simpson, 

2003; Farrel and Hersch, 2005; Wang and Clift, 2009). In contrast, there are only few 

studies that go beyond the relationship between women on corporate boards and firm 

financial performance (Adams and Ferreira, 2009; Srinidhi, Gul and Tsui, 2011; 

Abbott et al., 2012). For example, Srinidhi et al., (2011) find that the presence of 
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women on corporate boards improves the earnings quality of a firm. Nevertheless, the 

literature is limited, especially since the ASX gender diversity recommendation, with 

respect to finding the consequences of having women on corporate boards. Australia 

is progressing towards achieving the objective of remunerating directors fairly and 

responsibly (Clarkson et al., 2011), and of disclosing material information 

immediately to the market (Beekes et al., 2014). However, there is no study that 

provides evidence as to the role of women on corporate boards in the achievement of 

these objectives.  

1.4. Objectives of the study 

The study has three objectives. The first objective is to investigate the characteristics 

of firms that drive the appointment of women on corporate boards. Prior literature that 

finds determinants for women on corporate boards is scant (Hillman et al., 2007; 

Geiger and Marlin, 2012). In finding determinants, these studies were limited due to 

the different regulatory environment (i.e. the U.S.) and to the use of the inappropriate 

methodology of employing an OLS model for censored dependent variables. The aim 

of the present study is to provide robust evidence of the determinants of women on 

boards from the Australian “if not, why not” environment by including a wide range 

of variables from the existing literature and employing the statistically-appropriate 

‘two-limit’ Tobit model approach.  

The second objective of the study is to investigate the effect of having women on 

corporate boards on executive remuneration. Prior literature indicates that firms with 

weak corporate governance are likely to receive 25% or more dissent votes from 

shareholders in the remuneration report (Monem and Ng, 2013). In contrast, prior 

literature provides evidence that women on corporate boards improve the board 
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monitoring function and information environment that in turn reduce agency cost 

(Adams and Ferreira, 2009; Gul et al., 2011). The aim of this study is to investigate 

whether women on corporate boards affect managements’ opportunistic behaviour by 

curbing excessive executive remuneration. More specifically, the study seeks to find 

the effect of women on corporate boards on the likelihood of the boards’ receiving a 

‘strike’ on remuneration reports from shareholders.  

The third objective is to find the association between women on corporate boards and 

the continuous disclosure practices of a firm. Prior continuous disclosure literature 

only focuses on the association between firm corporate governance quality and the 

level of continuous disclosure (Beekes and Brown, 2006, Beekes et al., 2014). In 

finding the corporate governance quality, these studies discount the role of women on 

corporate boards. Prior gender diversity literature suggests that women in the 

boardroom enhance corporate governance by improving the mental independence of 

the boardroom (Abbott et al., 2012). Thus, the aim of the study is to investigate 

whether there is any association between women on corporate boards and the level of 

continuous disclosures made by the firm.  

1.5. Potential contributions of the study 

This study makes several contributions to the existing literature on gender diversity in 

corporate boards, corporate governance, executive remuneration, and continuous 

disclosure. First, the study contributes to the emerging post gender diversity ASX 

recommendation literature in Australia. Prior gender diversity literature focuses on 

either determinants or consequences of having women on corporate boards. However, 

since the introduction of the gender diversity recommendation, in 2010, in Australia, 

there has been a need for more recent and robust evidence on the determinants and 
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consequences of having women on corporate boards. Thus, the present study 

contributes to the gender diversity literature by providing evidence on both 

determinants and consequences of having women on corporate boards in an Australian 

“if not, why not” regulatory environment.  

Second, this is probably one of the first studies to examine the determinants of having 

women on corporate boards in the Australian “if not, why not” environment. In finding 

the determinants for having women on boards, this study contributes to the gender 

diversity literature by including a wide variety of potential determinants from existing 

gender diversity literature and by employing the technically sound and robust ‘two-

limit’ Tobit model approach to cater for the censored dependent variable. The results 

are robust and provide initial evidence to the regulators and policy makers about the 

characteristics of companies that are likely to appoint women to their corporate boards 

since the ASX gender diversity recommendation. 

Third, the study contributes to the corporate governance, executive remuneration, and 

‘two-strike’ rule literature. Prior executive remuneration literature mainly focuses on 

the relationship between the corporate governance and remuneration practices of a 

firm. The present study contributes to the existing executive remuneration and pay-

performance literature by examining the effect of having women on the corporate 

board on the board’s likelihood of receiving a ‘strike’ on the remuneration report from 

shareholders. As the ‘two-strike’ rule is relatively recent, the results from this study 

add knowledge to the existing literature. The results are also important as they provide 

some empirical evidence of the effect of having women on boards on executive 

remuneration. Moreover, the evidence that the presence of at least one woman on the 

board lowers the likelihood of receiving a ‘strike’ on the remuneration report from 
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shareholders, rejects the assumption of women being treated as ‘tokens’ and implies 

that even the presence of one woman enhance shareholders’ confidence. 

Fourth, the study contributes to the corporate governance and continuous disclosure 

literature. The present study contributes to the existing continuous disclosure literature 

by providing evidence from the Australian “if not, why not” environment that firms 

with more women on their corporate boards are likely to improve the frequency and 

volume of continuous disclosures. The results are important because women on 

corporate boards are found to be associated with the continuous disclosure requirement 

which is also enforced through the statutory legislation under the Corporate Law 

Reform Act 1994. Again, the results reject the assumption of women being treated as 

‘tokens’ and implies that women in the boardroom are likely to minimise possible 

litigation risks for firms. 

1.6. Structure of the thesis 

The remainder of this thesis is structured as follows. Chapter 2 provides the 

background on gender diversity and institutional frameworks in relation to the ASX 

gender diversity recommendation, the ‘two-strike’ rule, and the continuous disclosure 

regulation. Chapter 3 presents the first empirical chapter that examines the 

determinants of women on corporate boards. Chapter 4 is the second empirical chapter, 

and examines the association between women on corporate boards and the likelihood 

of receiving a ‘strike’ from shareholders on the remuneration report. The third 

empirical study is contained in Chapter 5, which investigates the association between 

women on corporate boards and the level of the continuous disclosure. Chapter 6 

draws some conclusions from this study, acknowledges potential research limitations 

and identifies future research directions. 
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Chapter 2: Background on Gender 

Diversity and Institutional Framework 

2.1. Introduction 

This chapter provides the background to gender diversity and an overview of the three 

recommendations and regulations that underpin this study. Firstly, the chapter 

provides a definition of diversity, and then it provides literature on women as leaders 

and the importance of women in an organization. This is followed by a discussion of 

the ASX Corporate Governance Recommendation in relation to gender diversity. 

Secondly, the chapter provides a discussion of the evolution of the ‘two-strike’ rule. 

The discussion section begins with the introduction of the Company Law Review Act 

and is then followed by the discussion on the Corporate Law Economic Reform 

Program in relation to executive remuneration. In addition, the section provides the 

actual ‘two-strike’ rule debate and presents an overview of the importance of executive 

remuneration in the ASX Corporate Governance Principles and Recommendations. 

Finally, the last section of this chapter presents the history and current provision of 

continuous disclosure along with an overview of the ASX Corporate Governance 

Recommendation with respect to the continuous disclosure regulation. 
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2.2. Background to gender diversity 

2.2.1. Diversity defined 

The term ‘diversity’ has various confusing definitions due to its wide spread 

supplication in research. Blau (1977) is probably among the first researchers to have 

clearly defined the term ‘diversity’. According to Blau (1977), 

“Diversity refers to the great number of different statuses among which a population is 

distributed. It is the graduated-parameter equivalent of heterogeneity. Its minimum is 

when all persons occupy the same status; its maximum is when every person occupies 

a different status” (pp. 276). 

For Blau (1977), diversity reflects vertical or hierarchical status differences. 

Burton (1991), in her book on the struggle in women’s lives for achieving equal 

opportunity in the workplace, defines diversity as, “…an expression of the broadening 

of the merit principle rather than an argument for representation” (pp. 43). In her view, 

merit can be redefined to include experience and qualities not previously considered. 

The emphasis should be given to the diversity of values and experiences, which is a 

different concept from traditional notions of representation (Burton, 1991). The main 

highlight of the Burton (1991) argument was ‘skill’ versus ‘representation’. 

Harrison and Shin (2006) in Handbook of Workplace Diversity define ‘diversity’ as a 

“…collective amount of differences among members within a social unit” (pp.196). 

They believe that ‘diversity’ is a collective and inclusive construct. It can be more or 

less across teams, groups, and other social units. When all members of a social unit are 

identical to one another on all continua, that means there is zero diversity, which is 
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almost impossible (Konrad, 2003). However, there is the possibility that there could be 

zero diversity on a subset of any field of researcher interest.  

In relation to corporate governance, the concept of ‘diversity’ is associated with board 

composition. McGrath, Berdahl and Arrow (1995) divided team diversity into three 

distinct sets: (i) personality, demographics, and traits, (ii) values, beliefs, and attitude, 

(iii) knowledge, skills, and abilities. In the widest sense, the various types of diversity 

that may be represented among directors in the boardroom include, but not limited to: 

age, gender, ethnicity, culture, religion, professional background, knowledge, technical 

skills and industry experience (Milliken and Martins, 1996). Boardroom diversity refers 

to the mix of human capital that a board of directors comprises collectively, and draws 

upon in undertaking its governance function (Milliken and Martins, 1996). Despite the 

growing attention given to this issue, however, the evidence indicates only slow and 

incremental progress towards achieving board diversity. As Robinson and Dechant 

(1997) point out, “diversity is often not the top business priority. Other business 

initiatives that present more compelling, factual evidence of pay back on investment 

win over diversity initiatives, which seem to offer less predictable and tangible 

benefits” (pp. 21). 

The importance of diversity will vary according to the governance structure; in the 

public sector, for example, the emphasis will be on seeking social justice outcomes, 

while in the private sector the governance focus will be on board value creation in 

respect of organizational performance and shareholder return (Van der Walt, Ingley and 

Diack, 2002). 
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2.2.2. Women as leaders 

Although women face more barriers in reaching leadership roles than men, prior 

literature suggests that the behaviour of women is different from that of men when 

they achieve such roles (Eagly and Karau, 2002). Their differences in behaviour and 

leadership style can be significant and might lead to people’s judgement that women 

should be in leadership positions. On the other hand, leadership roles have always been 

male-dominated, so people have become habituated with their leadership style.  

In prior literature, men, when in leadership positions, are perceived to have more 

agentic attributes than women (Eagly, Wood, Diekman, 2000). Agentic characteristics 

are described as assertive, aggressive, ambitious, dominant, forceful, self-confident, 

and competitive. Women in leadership positions are perceived have more communal 

attributes (Eagly et al., 2000). Communal characteristics are described as a concern 

for others, helpful, kind, sympathetic, interpersonally sensitive, and gentle. The 

agentic and communal attributes of leadership styles are derived from the classic work 

of Bales (1950), when he introduced two very distinctive leadership styles: task-

oriented style and interpersonally-oriented style. According to Bales (1950) and 

further work done by Hemphill and Coons (1957), a task-oriented leadership style 

involves behaviours such as providing specific role descriptions to subordinates, 

making explicit policies and procedures for performance evaluation, encouraging and 

motivating employees to follow rules and regulations as prescribed by the policy 

makers of the firm. On the other hand, an interpersonally-oriented leadership style 

includes behaviours such as being kind and helpful to employees, explaining policies 

and procedures, doing favours and looking after the welfare of employees, and being 

friendly and approachable.  
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Bass and Stogdill (1990) further narrowed down the task-oriented and interpersonally-

oriented leadership styles to autocratic and democratic leadership styles. They suggest 

that autocratic leaders are task-oriented individuals who discourage their employees’ 

from expressing opinions regarding any issues; on the other hand, democratic leaders 

are interpersonally-oriented and encourage and value the participation of their 

employees in decision making processes. Moreover, Bass (1997) and provided a new 

dimension for effective leadership. He suggests that leadership style should be 

distinguished in terms of leaders who are transformational or transactional. According 

to him, transactional leaders monitor and manage employees’ work by clarifying their 

job description, responsibilities and expectations. They reward employees on meeting 

their role objectives and requirements and correct employees when they fail to meet 

their role objectives. In contrast, transformational leaders lead from front by setting 

their own example. They are keen to gain their employees’ trust and confidence. They 

mentor and empower employees to reach their full potential, which in turn benefits the 

organization. 

In summary, prior gender leadership studies suggest that women are communal, 

interpersonally-oriented, democratic, and transformational leaders. On the other hand 

men are agentic, task-oriented, autocratic, and transactional leaders (Eagly and 

Johnson, 1990; Ross and Offermann, 1997; Eagly and Johannesen-Schmidt, 2001; 

Eagly and Karau, 2002).      

2.2.3. Why women directors: A business case 

Numerous arguments for the recruitment of women directors have been proposed. They 

include: (a) increased diversity of opinions in the boardroom (Catalyst, 1995); (b) 

bringing strategic input to the board (Bilimoria and Wheeler, 2000); (c) influence on 
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decision making and leadership styles of the organization (Rosener, 1990); (d) 

providing female role models and mentors (Catalyst, 1995); (e) improved company 

image for stakeholder groups; (f) women’s capabilities and availability for directors’ 

positions (Mattis, 1997); (g) insufficient competent male directors (Burke and Kurucz, 

1998); (h) ensuring better boardroom behaviour (Across the Board, 1994); (i) long term 

company success and competitive advantage (Cassell, 1997); (j) improving the 

cognitive task performance of a team (Pelled, Eisenhardt and Xin, 1999); (k) reducing 

CEO dominance through power sharing style (Bradshaw, Murray and Wolpin, 1992); 

(l) enhancing the monitoring function of the board (Adams and Ferreira, 2009); (m) 

enhancing boards’ mental independence (Abbott et al., 2012); (n) improving corporate 

social responsibility strengths ratings (Bear et al., 2010); (o) improving earnings quality 

(Srinidhi et al., 2011); and (p) enhancing stock price informativeness (Gul et al., 2011). 

Scholars have argued that women on boards would benefit the firm governance through 

an influx of skills, abilities, fresh perspectives and the weaving of new dynamics to 

board deliberations (Jamali, Safieddine and Daouk, 2007). On an average, women are 

found to be younger than their male counterparts and so the board benefits from an 

infusion of new ideas and approaches to deliberations (Bilimoria and Wheeler, 2000; 

Burke, 1994). Women also differ from men in their views, values and ways of 

expressing their opinions. This is likely to result in their questioning of conventional 

wisdom and lead to more open discussions (Fondas and Sassalos, 2000; Huse and 

Solberg, 2006). Diversity of viewpoints from women directors will provoke lively 

boardroom discussions (Letendre, 2004), enhancing the quality of decision making. In 

a commercial context, having women directors makes business sense, as they make the 

majority of  purchases (Daily, Certo and Dalton, 1999) and therefore, can bring 

perspectives on women’s products/market issues (Burke, 2003). Consistent with the 
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notion that gender diversity will add value to the firm, recent studies have found a 

significant positive relationship between the presence of women and a firm’s 

performance (Carter et al., 2003; Bonn, 2004; Smith, Smith and Verner, 2006). 

Women have been found to contribute to governance by reducing CEO dominance 

through their power sharing style (Bradshaw et al., 1992). Women directors, especially 

non-executive directors, contribute an independent view to the board (Fondas, 2000). 

Having women in key positions is arguably associated with long term company success 

and competitive advantage (Cassell, 1997), adding value through women’s distinctive 

sets of skills (Green and Cassell, 1996), and creating cultures of inclusion through a 

diverse workforce (Shultz, 1995). The Australian Report of the Industry task Force on 

Leadership and Management (Burton and Ryall, 1995) suggests that women directors 

are economically advantageous to a company. The report claims that well-balanced 

boards that include women directors reduce the likelihood of corporate failures. 

Homogenous groups tend to have homogeneous ways of solving company problems; 

group think errors would be less likely to occur with a heterogeneous board (Abbott et 

al., 2012). 

2.3. ASX requirement for gender diversity 

Despite the arguments in favour of more women directors, Catalyst (2012) still reports 

a relatively low proportion of women directors on corporate boards internationally. 

Researchers called this phenomenon a “glass ceiling” effect. In an effort to break the 

“glass ceiling” effect, in recent years, regulators have adopted a number of approaches 

to increase women's representation on corporate boards. In Australia, the ASX 

Corporate Governance Council adopts the “if not why not” approach to encourage 

gender diversity amongst ASX listed companies. The ASX Corporate Governance 
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Council followed the recommendation put forward by the Australian Government’s 

Corporations and Markets Advisory Committee on the diversity of corporate boards. 

Hence, in 2010 council included a gender diversity recommendation with the ASX 

Corporate Governance Principles and Recommendations, effective on or after 1 

January 2011.  

The ASX Corporate Governance Council set a tone in Principle 2 which addresses the 

structuring of a board to add value. Recommendation 2.6 of Principle 2 states that a 

firm, in its corporate governance policies, should mention: 

“a statement as to the mix of skills and diversity for which the board of directors is 

looking to achieve in membership of the board” 

Then in Principle 3: Promote Ethical and Responsible Decision Making, 

Recommendation 3.2 states that: 

“Companies should establish a policy concerning diversity and disclose a policy       or 

summary of that policy. The policy should include requirements for the board to 

establish measurable objectives for achieving gender diversity and for the board to 

assess annually both the objectives and progress in achieving them”. 

Under the amended recommendation, all listed companies are required to establish and 

disclose a diversity policy, measure the number of women in leadership positions, and 

set measurable objectives for achieving gender diversity on corporate boards. If a 

company does not comply with these recommendations, an explanation is required. 

The ASX Corporate Governance Council issued the 3rd edition of the ASX Corporate 

Governance Principles and Recommendations in August 2013. Under the new edition, 

the gender diversity recommendation was relocated from Principle 3: Act Ethically 
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and Responsibly to Principle 1: Lay Solid Foundations for Management and 

Oversight. 

Since the implementation of the gender diversity recommendation from the ASX 

Corporate Governance Council in 2011, there has been a significant increase in the 

number of women on corporate boards. The Australian Institute of Company Directors 

real-time data shows that 23.4% of ASX 200 board seats are held by women as at 30 

June 2016. This has increased from a low base of 8.3% in 2009. Since the beginning 

of 2016, a total of 36 women have been appointed to ASX200 boards. The latest 

percentages of women directorships in ASX300 and ASX All Ordinaries boards are 

21.1% and 18.1% respectively (AICD, 2016). In contrast, a total of 20 boards in 

ASX200 and 154 boards in ASX All Ordinaries do not have any women on boards. 

Besides the “if not, why not” approach, other countries are embracing gender diversity 

through legal requirements for setting quotas and voluntary initiatives. The first 

country that legally required a specific quota was Norway. In 2003, Norway passed 

legislation which mandated a 40% female representation on corporate boards by 2008. 

After Norway, Spain passed a gender quota law (40%) to be accomplished by the end 

of 2015. This was followed by France (40%), and the Netherlands (30%). According 

to the 2014 Catalyst census of female directors, Norway has 35.5%, Spain has 18.2%, 

France has 29.7%, Netherlands has 21%, Finland has 29.9%, and Sweden has 28.8% 

female directors.  

In the “if not, why not” jurisdictions, Australia leads board gender diversity 

percentages with 23.4% on ASX 200 companies (AICD, 2016) at the end of June 2016, 

while in New Zealand women hold 14.75% of top 100NZSX company directorships 

as at 2012 (New Zealand Census of Women Participation, 2012). In the voluntary 
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initiatives jurisdictions, women hold 10.2% of board seats in Hong Kong, 9.5% of 

board seats in India and only 3.1% of board seats in Japan (Catalyst, 2014). 

2.4. Evolution of the two-strike rule 

Executive remuneration has been a topic of considerable debate in recent years. A 

perceived inability of corporate boards to set executive compensation effectively has 

triggered the governments of many advanced countries to undertake regulatory reforms 

in order to curb excessive executive pay (Chalmers et al., 2006). According to the 

Productivity Commission Inquiry Report 2009, in Australia, the remuneration 

regulatory framework has enhanced directors’ accountability and increased the 

participation of shareholders in the remuneration process.  

2.4.1. Company Law Review Act 

Since 1998, the Australian Government has embarked on a comprehensive program 

of corporate law reforms aimed at improving corporate governance practices and 

transparency. The Company Law Review Act came into effect on 1 July 1998. Schedule 

5 of the Act contains provisions dealing with financial reporting and disclosure of 

executive remuneration. The Act also requires including a directors’ report in the 

annual report of listed companies. The directors’ report should contain a discussion of 

board policy as to board members’ remuneration and on the relationship between this 

and the company’s performance. Moreover, the directors’ report should provide the 

remuneration of the top five directors, that is, of those receiving the highest 

remuneration. Along with that, companies are required to disclose information on 

details of the options granted as part of the remuneration of directors and the five most 

highly remunerated officers (Section 300 of the Corporations Act). Since the 
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introduction of Section 300 of the Corporations Act, there has been detailed disclosure 

of CEO remuneration by Australian firms with larger firms likely to reveal more 

information about CEO remuneration than previously (Coulton, James and Taylor, 

2001).  

In May 2002, Australian Accounting Standards Boards released Exposure Draft 106, 

which resulted in the provision AASB1046 Director and Executive Disclosures by 

Disclosing Entities, effective from 1 July 2004. It required all reporting entities to 

disclose the aggregate remuneration of directors. The main requirements of 

AASB1046 are as follows: 

1. Remuneration for each specified director and specified executive; 

2. Aggregate remuneration for each party (specified directors and executives) and 

each component; 

3. How the level of remuneration is determined and details of the principles used 

to determine the nature and amount of remuneration; 

4. Values of equity instruments (including options and rights) for specified 

directors and executives, in line with current disclosure requirements in the US 

and the U.K. for listed entities; 

5. Equity interests of directors and specified executives of disclosing entities; and 

6. Provision and disclosure of details of the aggregate of loans to, and other 

transactions with, specified directors and executives. 

Clarkson, Van Bueren and Walker (2006) found that, since the introduction of 

AASB1046, there has been an increase in CEO’s remuneration disclosure by entities. 
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2.4.2. CLERP 9 

The Corporate Law Economic Reform Program (Audit Reform and Corporate 

Disclosure) Bill (or CLERP 9 Bill) was passed on 4 December 2003 and became law 

as of July 1 2004. According to the Productivity Commission Inquiry Report 2009, the 

CLERP 9 Bill aimed to improve transparency, accountability, and shareholder 

activism. Among various reforms, CLERP 9 also addressed the issue of excessive 

executive remuneration and limited disclosure in annual reports. With the introduction 

of CLERP 9, the regulators deemed that the shareholders and enhanced public 

disclosure would be likely to control excessive remuneration. 

The existing regulation required companies to present specific information on 

directors’ remuneration at the annual general meeting, including the value of any 

options granted to any key management personnel (S300A). The CLERP 9 reforms 

thereby require the allocation of time for discussing directors’ remuneration at the 

Annual General Meeting (S250SA). Section 249L(2) of the Corporations Act states 

that the notice of the Annual General Meeting must tell all the shareholders that a 

resolution on the remuneration report will be put. A non-binding shareholder vote on 

the remuneration report was also introduced (S250R(2)). The non-binding nature of 

the shareholder approval means that a majority ‘no’ votes will not prohibit the directors 

from implementing the proposed remuneration policy outlined in the remuneration 

report. In other words, the votes under the legislation are simply ‘advisory’ only.  

The provision for non-binding votes received strong criticism from the Australian 

business community. Moreover, there was no guarantee that the introduction of the 

non-binding shareholder vote would improve the accountability of corporate boards 

since not all shareholders would engage in exercising this right.   
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2.4.3. The ‘two-strike’ rule 

In 2009, the Australian Productivity Commission initiated an inquiry relating to the 

regulation of directors’ and executives’ remuneration. The commission proposed 17 

recommendations on disclosure and shareholder engagement. The commission also 

suggested that the non-binding votes are not effective and that there is a need to 

strengthen shareholder engagement by introducing a consequence of receiving ‘no’ 

votes in the remuneration report.  

The Australian Government introduced the Remuneration Amendment Act, effective 

from 1 July 2011, with a view to further improving the accountability of executive 

pay. Unlike the previous non-binding shareholder votes, this act has specific and 

predictable outcomes (Monem and Ng, 2013). Under the new legislation regarding the 

‘two-strike’ rule: 

1. If 25% of votes cast at an Annual General Meeting oppose the adoption of the 

remuneration report, and shareholders make comments at the Annual General 

Meeting on the report, then in the following year the board must report in the 

Annual Report, on any proposed responses to those comments, or explain why 

it does not propose any response. 

2. If 25% of the votes cast at two consecutive annual general meetings oppose the 

adoption of the remuneration report, then at the second Annual General 

Meeting the company must give shareholders the option (if 50% or more of 

votes cast are in favour of a ‘spill’) to require that the entire board (except the 

managing director and any directors appointed since the remuneration report 

was approved by the board) stand for re-election at a further general meeting 

(the spill meeting). This meeting must take place within 90 days. 
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In 2014, the Governance Institute of Australia issued Guidelines for managing the 

requirements of a second strike.  In the section ‘Implication for the notice of meeting 

and proxy form’, the report states that:  

“a company will not know when preparing the notice of meeting for the relevant 

second annual general meeting if its remuneration report will receive a ‘no’ vote of 

more than 25%, given that the Corporations Act provides that at least 28 days’ notice 

must be given of a general meeting of a listed company’s members (S249HA(1) and 

(2)). As directors will not know what support or otherwise is there for the remuneration 

report 28 days out from the meeting, the notice of meeting must therefore include 

explanations of potential outcomes and different resolutions, which may or may not 

be put to shareholders. That is, the notice of meeting must include instruction and 

explanations on (a) if the remuneration reports attracts a ‘no’ vote of less than 25%, 

the current board of directors remains in place (b) if the remuneration report attracts a 

‘no’ vote of more than 25%, shareholders will have to vote at that annual general 

meeting to determine whether the relevant directors will need to stand for re-election 

at another meeting to be held within 90 days. If this resolution does not pass with more 

than 50% of eligible votes cast, the board of directors remain in place (c) if the 

resolution determining whether the directors will need to stand for re-election within 

90 days passes with more than 50% or more eligible votes cast, then the spill meeting 

must take place within 90 days” (pp. 2). 

The Governance Institute of Australia further specifies when to put the spill resolution 

to shareholders and when to hold the spill meeting if the spill resolution is passed. 

An example of the first ever spill meeting under the ‘two-strike’ rule as discussed and 

mentioned in the Lexology library database is given below: 
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Penrice Soda 

Following the consecutive two ‘strikes’, Penrice Soda Holdings is the first company to 

hold a spill meeting. On the day of meeting, 25th January 2013, no issues of substance 

raised in relation to executive remuneration, however, the ‘strikes’ seems a backlash of 

general poor company performance. Before the start of the meeting, out of three, two 

directors stepped down from their positions that remain the CEO was the only director 

to attend the meeting. The board was re-elected with 75% support from the 

shareholders. The new re-elected chairman heavily criticized the ‘two-strike’ regime 

and of the view that directors are capable of identifying and responding to the 

shareholders’ sentiments without legislative sledgehammer.2 

2.4.4. Executive remuneration in the ASX Corporate Governance  

Following the collapse of HIH (Australia’s second largest insurance company) and 

OneTel, Australian regulators undertook further reforms to strengthen corporate 

governance practices. In line with the other major countries, the ASX Corporate 

Governance Council issued the Corporate Governance Principles and 

Recommendations in 2003. Although these recommendations are not mandatory like 

other jurisdictions, however, companies are required to comply and in situations of 

non-compliance, companies are required to provide an explanation.  

In the ASX Corporate Governance Principles and Recommendations, Principle 9 

(Remunerate fairly and responsibly) requires companies to: 

                                                           

2 Available at http://www.lexology.com/library/detail.aspx?g=de768877-0596-4f23-ab09-

123275a85516 
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a. Provide disclosure in relation to the company’s remuneration policies to enable 

investors to understand (i) the cost and benefits of those policies and (ii) the 

link between remuneration paid to directors and key executives and corporate 

performance. 

b. The board should establish a remuneration committee. 

c. Clearly distinguish the structure of non-executive directors’ remuneration from 

that of executives. 

d. Ensure that payment based on equity-based executive remuneration is made in 

accordance with thresholds set in plans approved by shareholders. 

The ASX Corporate Governance Council revised and amended the ASX Corporate 

Governance Principles and Recommendations in 2007 and 2010. The latest revision 

of the ASX Corporate Governance Principles and Recommendations came in 2014 

and they further strengthen the recommendations to remunerate fairly and responsibly.  

2.5. Continuous disclosure regulation 

2.5.1. History of continuous disclosure 

The history of continuous disclosure regulation is dated back to 1890s when a major 

stock exchange of Australia, the Sydney Stock Exchange required all listed companies 

to issue prompt notification of all calls, dividends, returns, and all material information 

regarding the company (Rule 94, Rules of the Sydney Stock Exchange, 1904). A rival 

of the Sydney Stock Exchange, the Stock Exchange of New South Wales, also required 

all listed companies to notify it of any material information regarding the company 

(Rule 34, Rules and Bye-Laws, 1890). In 1946, the Australian Associated Stock 

Exchange required all listed companies to notify the Stock Exchange promptly of any 
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material information that might affect the security of a firm (Clause 11, Form ‘A’, 

Agreement to be made part of application for official listing, 1946). In 1973, Rule 

3A(1) of the listing rules of the Australian Associated Stock Exchange required that a 

company notify the Stock Exchange promptly of “any information concerning the 

company or any of its subsidiaries necessary to avoid the establishment of false market 

in the company’s securities”.  

All other stock exchanges merged to form one ASX in 1987. Then in 1991, Rule 3A(1) 

changed again. The rule required listed companies to inform immediately (i) of any 

information necessary to avoid a false market or (ii) of any information that likely to 

affect the securities of a company. The ASX further amended the rule in June 1991 

and required companies to disclose such information that investors and their 

professional advisors would reasonably expect to be disclosed.  

In September 1991, the report, an Enhanced Statutory Disclosure System, was issued 

by the Companies and Securities Advisory Committee. In this report, the main 

recommendation was to create an obligation on directors of listed companies to make 

timely disclosures of material information to the ASX (Companies and Securities 

Advisory Committee, 1991). Then the Lavarch Committee in November 1991 issued 

a report, Corporate Practices and the Rights of Shareholders. The committee 

recommended a regime of continuous disclosure by listed entities be introduced, 

implemented and enforced through ASX Listing Rules. 

In 1993, the Duffy Bill was the first attempt to legislate the continuous disclosure 

regime (Corporate Law Reform Bill, 1993). The bill included an exemption for boards 

of directors not to have to disclose confidential information, under the term ‘carves-

out’. Accordingly, the ASX re-drafted and amended the Listing Rule 3A(1) and 
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included the ‘carves-out’ provision and an awareness requirement. Finally, these 

disclosure rules gained legislative support in September 1994 as the Corporate Law 

Reform Act of 1994.  

The continuous disclosure regulation was first introduced on 5 September 1994 and 

was subsequently amended on six occasions. On 1 July 1998, the Australian Securities 

and Investment Commission initiated enforceable undertakings to penalise companies 

for continuous disclosure regulation non-compliance (s93AA, ASIC Act 2001). On 30 

September 2001, the ASX amended and reissued the continuous disclosure regulation 

with more emphasis on prescriptive disclosure obligations. On 11 March 2002, The 

Financial Services Reforms Act 2001 (Commonwealth) became effective and 

introduced a financial services civil penalty provision which also included the 

continuous disclosure obligation in s 674(2) of the Corporations Act.  Then on 1 

January 2003, the ASX further amended the continuous disclosure regulation to 

include the discretion of ASX to ask the entity to provide information to correct or 

prevent a false market (ASX, 2003). On 1 July 2004, the introduction of the Corporate 

Law Economic Reform Program (CLERP 9) strengthened the penalties for non-

compliance with continuous disclosure provisions. Lastly, on 1 May 2013, the ASX 

updated its guidance on the continuous disclosure regulation that suggests 

dissemination of information “promptly and without delay” and the use of trading halts 

to manage continuous disclosure obligations (ASX, 2013).  

2.5.2. Current provisions for continuous disclosure regulation 

Australia is one of the few countries that require mandatory continuous disclosure for 

listing purposes. Some other countries that require continuous disclosure as part of the 

listing status of firms are U.S., Canada, U.K., New Zealand, Hong Kong, Singapore, 
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and Japan. Among these countries, only Australia, U.K., New Zealand, and Singapore 

have statutory backing in relation to their Listing Rules. The ASX (2016) Listing Rule 

3.1 states: “Once an entity is or becomes aware of any information concerning it that 

a reasonable person would expect to have a material effect on the price or value of the 

entity’s securities, the entity must immediately tell ASX that information” 

According to Section 674 (1) of the Australian Corporations Act (2001), all reporting 

entities must “…notify the market operator of information about specified events or 

matters as they arise for the purpose of the operator making that information available 

to participants in the market” 

This implies that, if the information is likely to influence a regular investor as to 

whether or not to subscribe to, or buy or sell the security, the information is considered 

to have a material effect and should be disclosed to the market. Section 674(2)(c) 

further emphasises that the firm must notify the market operator of the information, if 

the information is not generally available and that a reasonable person would expect 

the information to have a material effect on the price of the firm securities. 

Examples of continuous disclosure matters from Lynas Corporation (adopted from 

their corporate websites) are given below: 

Lynas Corporation 

“In addition to the scenarios contained in the guidance note, the ASX has also included 

in the Listing Rules the following examples of information which would need to be 

disclosed under Listing Rule 3.1 if it is material:  

1. A transaction that will lead to a significant change in the nature or scale of the 

entity’s activities.  
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2. A material mineral or hydro-carbon discovery.  

3. A material acquisition or disposal.  

4. The granting or withdrawal of a material licence.  

5. The entry into, variation or termination of a material agreement.  

6. Becoming a plaintiff or defendant in a material law suit.  

7. The fact that the entity’s earnings will be materially different from market 

expectations.  

8. The appointment of a liquidator, administrator or receiver.  

9. The commission of an event of default under, or other event entitling a financier 

to terminate, a material financing facility.  

10. Under subscriptions or over subscriptions to an issue of securities.  

11. Giving or receiving a notice of intention to make a takeover.  

12. Any rating applied by a rating agency to an entity or its securities or any change 

in rating.  

Note: These examples do not constitute an exhaustive list. Employees should notify the 

Chief Executive Officer and the Disclosure Officer of any matters that they think may 

be “price sensitive” or influence an investor’s decision to buy or sell securities”3. 

Non-compliance with the continuous disclosure rule potentially breaches section 

674(2) of the Australian Corporations Act. Violation of section 674(2) is an offence 

(S1311(1)) and attracts a civil penalty (S1317E) or criminal liability (S1311). 

Moreover, the Australian Securities and Investment Commission is authorised to issue 

                                                           
3  Available at 

https://www.lynascorp.com/Shared%20Documents/About%20us/Corporate%20governance/Continuou

s%20disclosure.pdf 
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an infringement notice for the breach of section 674(2) under section 1317DAC. In 

response to the breach notice an entity has to pay penalties stated in the notice (ranging 

from $33,000 to $100,000 based on the market capitalisation of the entity) or decide 

to have the matter dealt with by the court (S1317DAE(3)). If the matter is dealt with 

by the court, the court has power to make a declaration of contravention under section 

1317E, a power to impose a pecuniary penalty up to $1,000,000 for a body corporate 

(S1317G), a power to impose a pecuniary penalty of up to $200,000 for a person 

involved in the breach (S1317G), a power to make a disqualification order (S206C), 

and a power to order compensation to be paid (S1317HA). It is important to note that 

besides a court’s power to disqualify an entity, a court may disqualify a person from 

managing a corporation if a declaration is made under S1317E that the person has 

breached section 674(2). However, under section 206E, the disqualification of a person 

may only occur if the person has contravened section 674(2) at least twice. 

Examples of continuous disclosure infringement of Rio Tinto Limited is (taken from 

HWL EBSWORTH Lawyer’s website) is given below: 

Rio Tinto Limited 

Rio Tinto Limited received infringement notice from ASIC for failing to comply with 

continuous disclosure regulation. ASIC found that Rio Tinto Limited had made an offer 

to acquire Alcan Limited, however this information is ceased to be confidential upon 

the publication of this news in an article by Dow Jones Newswires. Under the Act, Rio 

Tinto Limited was required to notify ASX of the information immediately upon it 

ceasing to be confidential.  However, Rio Tinto did not request a trading halt at the time 
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of offer. Rio Tinto elected to comply with the infringement notice and paid a $100,000 

penalty.4 

2.5.3. Continuous disclosure in the ASX Corporate Governance 

There has been support for continuous disclosure from the ASX Corporate Governance 

Council as well. As part of the ASX Corporate Governance Principles and 

Recommendations, the ASX Corporate Governance Council supported the continuous 

disclosure regime in 2003 through its Principle 5 for listed firms to make timely and 

balanced disclosures. Specifically, Principle 5 established that firms disclose written 

policies and procedures that are intended to confirm compliance with the ASX Listing 

Rule 3.1 such that: 

“all investors have equal and timely access to material information concerning the 

company – including its financial situation, performance, ownership and governance. 

Moreover, company announcements are factual and presented in a clear and balanced 

way. ‘Balance’ requires disclosure of both positive and negative information.” 

To achieve the objective stated in Principle 5, the ASX specifically prescribed 

Recommendation 5.1 for all listed companies to “establish written policies and 

procedures designed to ensure compliance with ASX Listing Rule disclosure 

requirements and to ensure accountability at a senior management level for that 

compliance.” 

                                                           

4  Available at http://www.hwlebsworth.com.au/latest-news-a-publications/publications/corporate-and-

commercial/item/1258-back-to-basics-continuous-disclosure.html 
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Moreover, the ASX suggest that firms should have an authorisation process designed 

to ensure that company announcements (a) are made in timely manner (b) are factual 

(c) do not omit material information (d) are expressed in a clear and objective manner 

that allows investors to assess the impact of the information when making investment 

decisions. 

Australia’s continuous disclosure regime is similar to the U.S. Regulation Fair 

Disclosure; however, the continuous disclosure requirement in Australia provides 

more emphasis on improving information flow between managers and shareholders 

rather than between different types of shareholders (Matolcsy et al., 2012).  

2.6. Summary 

This chapter provides the institutional framework associated with the ASX 

recommendation of gender diversity and ASX legislation regarding the ‘two-strike’ 

rule and continuous disclosure regime. Firstly, the chapter provides the definition of 

diversity, leading into discussion of why women are important in leadership positions. 

Then the discussion moves to the role of the ASX Corporate Governance Council in 

promoting gender diversity in ASX corporate boards. Secondly, the chapter provides 

a detailed synopsis of the introduction of the ‘two-strike’ rule to provide shareholders 

with legislative support for their ‘say on pay’ votes. Lastly, this chapter presents the 

introduction of the ASX continuous disclosure regulation and how this regulation 

changes overtime. 
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Chapter 3: Determinants of Female 

Representation on Corporate Boards 

3.1. Introduction 

It is well documented that entities benefit from having female representation on 

corporate boards (Adams and Ferreira, 2009; Gul et al., 2011). However, women are 

still under-represented in Australian listed companies (Workplace Gender Equality 

Agency, 2012). In an effort to promote female representation on corporate boards, the 

ASX Corporate Governance Council issued the revised second edition of the ASX 

Corporate Governance Principles and Recommendations in 2010 (ASX, 2010). Under 

the amendments, ASX companies are required to report on gender diversity, and 

provide an explanation if they fail to do so. Following the introduction of this 

requirement, the percentage of women on corporate boards has gradually increased 

over the past few years. According to the Australian Institute of Company Directors 

real-time data, the percentage of women on ASX 200 boards has increased from 8.3% 

in 2009 to 23.4% as of 30 June 2016. However, the percentage of women on corporate 

boards of companies listed on the Australian All Ordinaries index is 18.1% as at 30 

June 2016, with a total of 154 boards in the All Ordinaries that do not include any 

women. It would therefore be useful to understand why some companies have women 

on their boards while others don’t, and what particular organisational characteristics 

are associated with female representation on boards in Australia. Existing literature 

has shown that female directors have a significant impact on corporate governance 

performance. Adams and Ferreira (2009) find that gender diversity in the boardroom 

not only has an impact on meeting attendance but also on CEO turnover and their 



Determinants and consequences of women on corporate boards: Australian evidence 

51 | P a g e  
 

remuneration. The Higgs Report (2003) in the UK argues that gender diversity could 

enhance board effectiveness by tapping into a wider pool of talents for their new 

directors. Given the stated aim of the Australian Government is to improve gender 

equality (Workplace Gender Equality Agency, 2012), it is essential to find out the 

major drivers of women on corporate boards in order to inform the on-going debates 

in this area.  

Although a substantial amount of gender diversity literature has focused on the 

consequences of having women on boards (Adams and Ferreira, 2009; Gul et al., 2011; 

Abbott et al., 2012), research considering what drives companies to appoint women to 

their boards is relatively scarce. Hillman et al., (2007) are credited as the first to have 

examined this issue. Using a dichotomous variable (‘1’ for at least one woman and ‘0’ 

otherwise), they found that firm size, industry type, firm diversification strategy, and 

board network significantly influence the likelihood of the presence of women on US 

corporate boards. However, Geiger and Marlin (2012) criticise the use of a 

dichotomous variable to measure the presence of women and propose the use of the 

percentage of women on boards to capture the effect of multiple representations. Using 

the ordinary least squares (OLS) regression analysis, they find that board size, 

proportion of independent directors, and board members serving on multiple boards, 

are significantly related to the percentage of women on boards.   

While using the percentage of women on boards as the dependent variable is an 

improvement on the study by Hillman et al., (2007), this is a censored variable as it is 

not defined below zero or above 100% (Tobin, 1958). Consequently, the OLS 

regression analysis may be an inappropriate statistical method to employ as it assumes 

the predicted dependent variable can lie outside the allowable range of zero to 100 
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percent. The present study seeks to add to existing knowledge by employing the 

theoretically sound two-limit Tobit model to examine the determinants of female 

representation on boards from the Australian context where the corporate governance 

approach (the “if not, why not” approach) is different from that of the United States. 

This study uses data extracted from the ASX 500 between 2011 and 2014 following 

the operationalization of the ASX gender diversity recommendation. The determinants 

considered in this study include firm size, women as chair of the board, corporate 

governance index, GRI signatory, firm leverage, board age, CEO tenure, shareholder 

concentration, BIG4 auditors, and board members’ external directorships. Except for 

the shareholder concentration and external directorships, the study finds support for 

all other explanatory variables. It further finds that OLS coefficients are 

underestimated, providing support for the validity of using the two-limit Tobit model 

to cater for a censored dependent variable.  

The paper contributes to existing gender diversity literature in various ways. First, a 

theoretically sound and consistent two-limit Tobit model is employed to accommodate 

the censored dependent variable. Second, the paper investigates the determinants of 

women on corporate boards in the context of the Australia’s “if not, why not” corporate 

governance environment by considering other potential drivers. As the literature on 

gender diversity mainly focuses on the consequences of having female representation 

on the board, the present study adds to current knowledge by considering what 

organisational characteristics determine the presence of women on boards. 

The remainder of the chapter is organised as follows. Section 3.2 provide theoretical 

framework. Section 3.3 reviews relevant literature. Research design and model 
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specification is discussed in Section 3.4. Section 3.6 presents results, with concluding 

remarks made in Section 3.6. 

3.2. Theoretical framework 

3.2.1. Resource dependence theory 

The “resource dependence model focuses on the decisions and power and influence 

relationships that affect organizational actions and strategies that seek to manage the 

environment” (Aldrich and Pfeffer, 1976, p. 101). Based on the power and dependence 

literature, early resource dependence theory focuses on the survival of the firm and its 

ability to obtain critical resources from the environment (Aldrich and Pfeffer, 1976; 

Singh, House and Tucker, 1986). More lately, studies using resource dependence theory 

have moved beyond the organization’s survival and examined the impact that the board 

of directors has on the firm outcome (see, for example, Hillman and Dalziel, 2003). 

From a resource dependence perspective, organizations are interdependent with their 

surroundings and are not autonomous entities. Instead, organizations are constructed of 

interdependent components that form a whole, which in turn is interdependent with a 

larger environment (Thompson, 1967). Resource dependence theory relies on the 

premise that organizations are dependent on other organizations and the surroundings 

for the provision of critical resources (Pfeffer and Salancik, 1978). Organizations 

choose their domain (industry), and the domain determines the resource dependencies 

faced by the organization for survival. Organizations rely on task environments that 

include elements that may be relevant to reaching the goals of an organization. 

Specifically, the task environment of an organization includes other organizations with 

which the focal organization directly interacts. These other organizations include 

suppliers, buyers, and other constituencies that interact directly with the focal 
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organizations and have an impact on the organization in order to achieve its goals. As 

organizations become more complex, they face multiple task environments and the 

number of interdependencies increases (Thompson, 1967). 

Pfeffer and Salancik (1978) extend the earlier work of Thompson (1967) by addressing 

how resources needed by organizations create dependencies on the environment in 

which organization operates. An organization can gain power relative to another based 

on its ability to provide another organization with resources that it requires. One 

organization may hold power over the other in certain contexts, but the power balance 

can be reversed in other contexts. In other words, organizations may be mutually 

dependent on one another. When a mutual interdependence between organizations 

increases, it also creates a risk if organizations experience some form of setback 

(Casciaro and Piskorski, 2005). 

Pfeffer and Salancik (1978) indicate that firms can create links with the external 

environment to obtain resources. The board of directors is the connecting mechanism 

for linking a firm with sources of external dependency (Hillman, Withers and Collins, 

2009). During the selection procedure for the board of directors, firms can obtain a 

person with a particular skill, expertise or an important linkage to a needed resource 

(Geiger and Marlin, 2012). Moreover, organizational needs depend upon the changes 

in environmental dependencies, thus they increase the requirements for specific types 

of directors (Hillman, Canella and Paetzold, 2000). The reasoning behind the resource-

dependence role of board members suggests that the diversity of the board enhances 

overall board expertise and the number of external linkages to the firm’s environment 

(Geiger and Marlin, 2012). Research findings suggest that firms which are better able 

to deal with environmental uncertainties and manage interdependence, also perform 
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better (Dalton, Daily, Ellstrand and Johnson 1999). According to Pfeffer and Salancik’s 

(1978) resource dependence perspective, firms can benefit from three important 

director linkages: (1) advice and counsel, (2) legitimacy, and (3) channel for 

communicating information. The sources for these linkages are characterized as 

directors’ human capital such as expertise, skills, and knowledge and relational capital 

such as a network of relationships (Hillman and Danziel, 2003).  

With regard to the first benefit of advice and counsel, diversity literature suggests that 

different genders have different norms, attitudes, values and beliefs (Richard, 

McMillan, Chadwick and Dwyer, 2003) and evidence shows that a mixed gender group 

outperforms a homogenous group (Jehn, Northcraft and Neale, 1999). Moreover, 

research indicates that diverse groups, through conflict and creativity, produce superior 

solutions to complex situations (Eagly and Sczesny, 2009). On the other hand, some 

studies suggest negative impact of women on corporate boards on firm performance 

(see, for example, Ferrel and Hersch, 2005). But overall, the benefits of gender diversity 

outweigh any costs (Geiger and Marlin, 2012). Studies confirm that boards of directors 

do provide valuable advice and counsel to the firms they serve (Westphal, 1999). 

Research indicates that women may have different views, values, and ways to express 

and communicate their opinions; therefore, they are more likely to question the 

conventional wisdom and speak up through open discussion when concerned about a 

particular managerial decision (Huse and Solberg, 2006). The Australian Report of the 

Industry Task Force on Leadership and Management (Burton and Ryall, 1995) suggests 

that women directors are economically advantageous to a company. The report claims 

that well-balanced boards that include women directors reduce the likelihood of 

corporate failures. Consequently, gender diversity at board level may enhance the 

benefit of advice and counsel (Hillman et al., 2007). 
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Second benefit of the board of directors is to provide legitimacy for the organization 

(Pfeffer and Salancik, 1978). From a legitimacy perspective, resource dependence 

theory is parallel with institutional theory (Scott, 2005). In both theories, legitimacy 

and conformity to external expectations are considered key components of an 

organization's survival. Suchman (1995) suggests that organizations gain legitimacy by 

responding to the demands of their key constituents. The board of directors of an 

organization is highly visible to societal dependencies who grant legitimacy, such as 

investors (Certo, 2003). For example, Singh (2005) indicates that institutional investors 

increasingly scrutinize the level of diversity in a firm. Moreover, the degree to which 

directors are leaders in a firm can provide legitimacy for the organization (Meyer and 

Rowan, 1977). Thus, female representation on the corporate boards of an organization 

adds legitimacy to an organization (Milliken and Martins, 1996). 

The final benefit of board of directors as outlined by Pfeffer and Salancik (1978) 

involves securing channels for communication, and obtaining support and commitment 

from an external dependency. Research suggests that important information is 

transferred between firms through boards of directors (Burt, 1980). Moreover, the board 

of an organization is helpful in obtaining resources from external dependencies (Stearns 

and Mizruchi, 1993). The benefit of obtaining support and commitment from external 

dependencies permits directors for communication with various constituents as well as 

access to vital resources that may not be readily available (Geiger and Marlin, 2012). 

Research suggests that if many of the firm’s constituents are females, then it is certain 

that females provide a link of communication between external environments, 

especially in the case of understanding vital stakeholders i.e. customers, which may be 

unlikely to occur in firms where women's representation at corporate board level is 

lacking (Geiger and Marlin, 2012). Hillman et al., (2007) find that many investors show 
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interest in investing in firms that demonstrate commitment to gender diversity. Prior 

literature also indicates that female executives can help in generating job commitment 

from female employees (Hillman et al., 2007). Female representation on the corporate 

board of an organization provides a positive signal in regard to career growth 

opportunities available for women; hence it creates a linkage with external dependency 

to enhance the diverse human capital in an organization (Milliken and Martins, 1996).  

3.3. Literature review  

Over the past two decades, there has been a significant body of literature studying 

board gender diversity (see, for example, Burke and Mattis, 2000; Abbott et al., 2012). 

Within this rich body of literature, a substantial amount of research has examined the 

consequences of having women on boards. Prior literature initially focused on the 

association between female representation on boards and firm performance (Carter et 

al., 2003; Farrell and Hersch, 2005). Carter et al., (2003) find a positive association 

between the percentage of women on corporate boards and firm value as measured by 

Tobin’s Q. Subsequent studies go beyond financial performance and examine other 

consequences of women on boards. Abbott et al., (2012), for example, find that there 

is a negative relationship between women’s representation on corporate boards and 

the likelihood of financial restatements. Gul et al., (2011) suggest that women’s 

representation on boards improves stock price informativeness through increased 

public disclosures in large firms. Srinidhi et al., (2011) conclude that firms where there 

is a presence of women in the boardroom, exhibit higher earnings quality. Adams and 

Ferreira (2009) find that boards with female representation have better meeting 

attendance records and improved monitoring function.  
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However, only a limited amount of literature is available on the determinants of 

women's representation at board level (Kang, Cheng and Gray, 2007; Hillman et al., 

2007; Geiger and Marlin, 2012; Dimovski, Lombardi and Cooper, 2013; and Sakinc 

and Ugurlu, 2013). The first attempt to investigate the organizational determinants of 

women's representation on corporate boards was undertaken by Kang et al., (2007). The 

study uses the top 100 companies in Australia based on market capitalization in 2003. 

The study seeks to examine board size, shareholder concentration, and industry type as 

the determinants of women's representation on corporate boards. The study adopts the 

OLS regression modelling to demonstrate that shareholder concentration is the 

significant component in setting women on corporate boards. The study has several 

limitations: firstly, the sample size consists of only the top 100 companies in Australia, 

which may not generalize to the remainder of the companies in Australia. Secondly, the 

study uses the OLS regression as a research methodology when the dependent variable 

is a censored variable between zero and 100 percent. The OLS regression method is 

therefore an inappropriate technique to utilize as it assumes that the predicted dependent 

variable can lie outside the orbit of zero to 100% (Tobit, 1958). 

More rigorous evidence on the determinants of women's representation on corporate 

board was put forward by Hillman et al., (2007). The study builds upon resource 

dependence theory to identify organizational predictors of women's representation on 

corporate boards. The study uses 1000 publicly traded U.S. firms over the period of 

fourteen years, from 1990 to 2003. A total of 9722 firm-year observations are analyzed 

to determine the predictors of women's representation at board level. The study seeks 

to predict that organizational size, industry, labor force, diversification strategy, and 

network effects, are major determinants of women's representation on corporate boards. 

The study uses a dichotomous coding technique to capture female representation on 
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corporate boards. The results from logistic regression reveal that organizational size, 

industry type, firm diversification strategy, and network effects significantly influence 

the likelihood of women's representation on board of directors. This suggests that larger 

organizations are more likely to have women on board. Moreover, industries relying on 

women are more likely to have women on board e.g. the service industry. Furthermore, 

women on boards are more likely to network with other firms having women on their 

board. The only limitation of Hillman et al., (2007) is that it employed a dichotomous 

variable to define female representation on corporate boards. By using dichotomous 

variables, the authors failed to quantify multiple females on corporate boards.  

Geiger and Marlin (2012) find the weakness of the dichotomous independent variable 

in the Hillman et al., (2007) study and improve the model by using a percentage of 

female representation as a dependent variable. The study uses the sample of 3200 U.S. 

firms in the year 2007. The study uses a variety of independent variables such as: firm 

size, board size, board independence, directors’ multiple memberships and director's’ 

age as the predictors of women's representation on corporate boards. Before doing the 

analysis, the study uses correlation matrix, tolerance coefficients, and variance inflation 

factor to account for multicollinearity among the variables. Nevertheless, all tolerance 

coefficients and variance inflation factors lie within the appropriate ranges, suggesting 

no multicollinearity problem exists. Then the study uses OLS regression analysis to 

define the predictors of women's representation on corporate boards. The results reveal 

positive and significant relationships for four variables: firm size, board size, board 

independence, and directors serving multiple boards. However, only one variable, 

director’s aged over 70, depicts a significant negative relationship. The results imply 

that larger firms tend to have more women on their boards. Firms with large and 

independent boards attract more women to their boards. Moreover, directors serving 
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multiple boards incline to have more women on board. Lastly, as anticipated, the 

directors older than 70 years are hindrance for women on board. For that reason, 

regression analysis depicts a strong negative relationship between director’s aged more 

than 70 and women's representation on corporate boards. The results from this study do 

not support the previous study of Hillman et al., (2007) in terms of a non-significant 

relationship between organizational size and women's representation. This may be 

merely because of the specific measure of firm size used in the Hillman et al., (2007) 

study. Hillman et al., (2007) used firm sales, number of employees, and firm assets as 

measures of firm size; however, Geiger and Marlin (2012) used firm market value as a 

measure of firm size. Moreover, Geiger and Marlin (2012) use OLS regression to 

determine the predictors of women's representation on corporate boards, when their 

dependent variable ranges from zero to 100 percent. However, in this case, the 

dependent variable is a censored variable, and OLS regression analysis is not an 

appropriate technique because it assumes that the dependent variable can lie outside the 

range of zero and 100% (Higgs et al., 2014).  

Dimovski et al., (2013) investigates the factors influencing the gender composition of 

the board of directors of the Australian Real Estate Investment Trusts. The study uses 

a sample of 37 Trusts over the period of 2006-2011. Descriptive results reveal that 

board size decreases over the period of study. However, women's representation is 

higher in larger boards. But overall, the Australian Real Estate Investment Trusts 

industry is male dominant. Sakinc and Ugurlu (2013) provide evidence that size of 

corporate boards and the education of their boards of directors are positively related 

with the probability of women on corporate boards in the Istanbul Stock Exchange. 

However, further examination reveals that free float rate and foreign ownership are 

negatively related to women's representation on corporate boards. 



Determinants and consequences of women on corporate boards: Australian evidence 

61 | P a g e  
 

3.4. Research design 

The sample firms for this study are selected from the Australian largest 500 companies 

(by market capitalisation) listed on the Australian Security Exchange (ASX) for the 

period of 2011 and 2014. The companies included in this study are (i) listed on the 

ASX; and (ii) have maintained their position on the ASX 500 list between 2011 and 

2014. Companies that have been taken over or merged, delisted, or ceased to be in the 

ASX 500 are eliminated from the sample. Consequently, only 404 companies have 

“survived” during the study period, resulting in a total of 1,616 firm-year observations. 

Large companies are selected for study as they are more likely to have women on their 

boards (Australian Government, 2012). Further, the ASX 500 includes some of 

Australia’s largest and most influential companies (Reibey Institute, 2011). 

The Boardroom database of Connect4 is used to collect such data as gender 

composition, status of directors (i.e. executive vs non-executive directors), women as 

chair, and chair/CEO duality. Other corporate governance data are extracted from the 

SIRCA Corporate Governance database. Financial data are collected from the Morning 

Star database. A final source of the sample data comes from the Global Reporting 

Initiative (GRI) website where Australian companies’ GRI signatory information is 

extracted. 

3.4.1. Research model   

In this study, the dependent variable, PWD, is observed between zero and 100% with 

approximately 50% of the observations at zero percent, which makes it a left-censored 

variable. OLS is therefore an inappropriate statistical methodology to employ as it 

assumes the predicted dependent variable can lie outside the allowable range of zero 

to 100%. Tobin (1958) devised the two-limit Tobit model to accommodate the 
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censored dependent variable. The present study, however, uses both models for 

comparison purposes.  

OLS model: 
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where PWDit is the observed dependent variable, *

itPWD  is the latent dependent 

variable, αi (i = 0, …, 10) and i (i = 1, …, 9) at time t are the coefficients to be 

estimated, εit, is the random errors and is assumed to be normally distributed and 

standardised to zero and one, L1i and L2i are the lower and upper limits respectively, 

and all other variables are as defined in Table 1. 
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3.4.2. Dependent variable 

The dependent variable is the percentage of women directors on boards. Hillman et 

al., (2007) measure women’s representation on boards dichotomously having a value 

of one for companies with at least one female director and zero for companies with no 

woman on the board. However, Geiger and Marlin (2012), point out that this approach 

ignores the presence of multiple female directors on a given board and therefore the 

percentage of women represented on boards is employed as the dependent variable. In 

this study, the dependent variable, the percentage of women directors on boards 

(PWD), is consistent with Geiger and Marlin (2012), and is calculated as the sum of 

female directors on a given board divided by the total number of all directors on a 

given board. 

3.4.3. Explanatory variables 

To ascertain the determinants of women on corporate boards, ten explanatory variables 

are used. The first explanatory variable is firm size (SIZE). The first variable specified 

is the firm’s size (SIZE). Prior research in accounting and finance has commonly used 

a number of proxies to measure firm size. These include: total sales or revenue, REV, 

(Hambrick and Cannella, 2004; Hillman et al., 2007); market capitalisation, CAP, 

(Charitou, Club and Andrew, 2001; Geiger and Marlin, 2012); total assets, ASST, 

(Carter et al., 2003; Matolcsy and Wright, 2011; Monem and Ng, 2013); and book 

value of equity, BKV, (Kasznik and McNichols, 2002). However, Al-Khazali and 

Zoubi (2005) provide empirical evidence which shows that the relationships among 

these four proxies are not the same for the different industry types and are unstable 

over time for each of the industry types. In board gender diversity literature, Hillman 

et al., (2007) use total sales as a proxy for firm size and find that firm size significantly 



Determinants and consequences of women on corporate boards: Australian evidence 

64 | P a g e  
 

impacts on the likelihood of having women’s representation on boards. Geiger and 

Marlin (2012), on the other hand, argue that market capitalisation should be used as 

proxy as the market value of the firm serves “as a proxy for firm visibility and an 

indicator of how much scrutiny or pressure is applied by stakeholders” (p. 168). 

However, they did not find a significant relationship between firm size and the 

percentage of women on boards. Since the effect of firm size is still unclear, four 

models will be estimated including each measure of firm size as an explanatory 

independent variable. To overcome the scaling problem, the natural logarithm of firm 

size is used as firm size (Geiger and Marlin, 2012). A positive sign is hypothesised 

when PWD is regressed against SIZE. 

The second explanatory variable is the presence of women as chair of the board 

(NWCH). Smith et al., (2006) suggest that women in top management positions (i.e. 

CEO) are more likely to appoint women on their boards. Thus, the presence of NWCH 

may positively influence the likelihood of having women on boards. NWCH is 

measured as ‘1’ if the chair of the board is a woman and ‘0’ otherwise. The ex-ante 

sign on NWCH is positive. 

The third firm explanatory variable specified in the analysis relates to the corporate 

governance index (CGI). Prior research has found that firms with women on their 

boards have higher scores in compliance with corporate governance codes than firms 

with all male boards (Singh and Vinnicombe, 2004). Following Yao, Hu and Percy, 

(2013), CGI is constructed to capture the corporate governance quality of the sample 

firms. It is based on six individual measures of governance: three in relation to general 

governance environment (namely, board size, CEO duality, and majority of 

independent directors), and three measures based on findings of Adams and Ferreira 
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(2009): presence of an audit committee, a nomination committee and a remuneration 

committee. Consistent with Yao et al., (2013), CGI is calculated as follows: board size 

is set equal to ‘1’ if the board consist of more than five members and ‘0’ otherwise. 

The majority of independent directors is set equal to ‘1’ if the board consists of more 

than 50% of independent directors and ‘0’ otherwise. The duality of the role of board 

chair and CEO is set equal to ‘1’ if the role is held by the same individual and ‘0’ 

otherwise. The presence of an audit committee, a nomination committee and a 

remuneration committee is set equal to ‘1’ and ‘0’ otherwise. CGI is then calculated 

as the sum of the six governance measures divided by the sum of the number of 

attainable measures. It ranges from 0 to 1, with scores close to 1 representing stronger 

corporate governance quality. A positive relationship is hypothesised when PWD is 

regressed against CGI. 

The fourth and fifth explanatory variables are GRI signatories (GRI) and debt ratio 

(DEBR). Bernardi and Threadgill (2010) find a positive relationship between the 

number of women on boards and the incidence of corporate social behaviour. Bear et 

al., (2010) provide empirical evidence which shows that the number of women on 

boards is positively associated with corporate social responsibility strength ratings. To 

ascertain the association between female representation on corporate boards and the 

boards’ commitments to corporate social responsibility-related activities, the Global 

Reporting Initiative signatory, GRI, is included as a proxy. The GRI explanatory 

variable is set as a dichotomous variable with a value of one for firms with a signatory 

and zero otherwise. A positive sign is hypothesised between PWD and GRI. Existing 

gender diversity literature predominately considers certain organisational factors that 

may impact on the extent of women’s representation on corporate boards (Hillman et 

al., 2007; Adams and Ferreira, 2009; Geiger and Marlin, 2012; amongst others). One 
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important characteristic which has not been widely considered is the solvency ratio of 

a company. Prior research has found that women tend to be much more risk averse 

investors than men (Barber and Odean, 2001; Eckel and Grossman, 2008; Jacobsen et 

al., 2010). Findings from Felton, Gibson and Sanbonmatsu (2003) and Jacobsen et al., 

(2010) also show that men are more optimistic than women. In a study conducted by 

Credit Suisse (2012), they find that MSCI AC World Index companies with women 

on boards are more likely to have lower levels of gearing than their peer group where 

there are no women on boards (p. 19). Wilson (2009) shows that having at least one 

female director on the board appears to reduce a firm’s likelihood of becoming 

bankrupt by 20%. In the present study, the debt to assets ratio (DEBR) is measured as 

the ratio of total liabilities of a firm to its total assets. This ratio provides an indication 

of the portion of the assets of a firm that are financed through debt. A positive sign is 

hypothesised when PWD is regressed against DEBR.  

The sixth and seventh explanatory variables are the average age of the board members 

(BAGE) and CEO tenure (CEOT). While older board members may be more 

experienced and higher in wisdom (Kang et al., 2007), prior literature suggests that 

older boards are more conservative and less likely to take risk (Nakano and Nguyen, 

2011). Searby and Tripses (2006) further suggest that women are usually not the part 

of the “old boys” network.  Women are therefore less likely to be directors on a board 

comprising “older” directors.  Moreover, Adams and Ferreira (2009) find that the 

proportion of women on boards is an important determinant of CEO turnover. 

However, whether CEOT has an impact on the appointment of women on boards is an 

area that is yet to be considered. In this study, BAGE is measured as the average of all 

board members’ age and CEOT is measured as the absolute number of years of CEO 
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tenure. A negative sign is hypothesised when PWD is regressed against BAGE and 

CEOT.  

The eighth and ninth explanatory variables are the shareholder concentration (SHC) 

and BIG4 auditors (BFA). Prior literature suggests that ownership concentration is 

likely to affect board compositions (Yeh and Woidtke, 2005), as substantial 

shareholders have the power to expropriate a company’s resources at the expense of 

minority shareholders (Konijn, Kraussl and Lucas, 2011). SHC is measured as the 

percentage shares owned by the substantial shareholders. A negative sign is 

hypothesised when PWD is regressed against SHC. On the other hand, prior research 

has found that women directors demand more audit efforts than their male counterparts 

(Gul et al., 2008). The BFA is measured as a dichotomous variable ‘1’ if the company 

has a BIG4 auditor and ‘0’ otherwise. A positive sign is hypothesised when PWD is 

regressed against BFA.  

The final explanatory variable used in this study is the existence of board member 

external directorships (EXD). Board members’ external ties are considered to be 

valuable for companies as their external involvements can facilitate information 

transfer, access to richer resources, and gain legitimacy (Edling, Hobdari, Randoy, 

Stafsudd and Thomsen, 2012). Prior literature finds a positive relationship between 

board diversity and external directorships (Geiger and Marlin, 2012). In this study, 

EXD is measured as the proportion of board members with external directorships on a 

given board. A positive sign is hypothesised when PWD is regressed against EXD.  

The study also uses industry type as the control variable. Following the Global 

Industry Classification Standard (GICS), sample firms are divided into ten economic 

sectors: (1) Energy, ENER (2) Materials, MATE (3) Capital goods, CAPG (4) 
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Consumer discretionary, COND (5) Consumer staples, CONS (6) Health care, HEAC 

(7) Financials, FINA (8) Information technology, INFT (9) Telecommunication 

services, TELE (10) Utilities, UTIL. Nine dummy variables are used for each industry 

type, with a value of ‘1’ for (ENER) and ‘0’ otherwise. The definitions and 

measurements of all the explanatory and control variables are provided in Table 3.1. 
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Table 3. 1 Variable definitions 

Variable definitions 

Variable notations Name and measurement 

Dependent variable 

PWD Percentage of women with respect to board size 

Explanatory variables 

BKV Book value of equity 

LNBKV Natural logarithm of book value of equity 

CAP Market capitalisation 

LNCAP Natural logarithm of market capitalisation 

REV Total revenue 

LNREV Natural logarithm of total revenue 

ASST Total assets 

LNASST Natural logarithm of total assets 

NWCH Dichotomous variable '1' if chairman of the board is a women and '0' otherwise 

CGI  Corporate governance index 

GRI Dichotomous variable '1' if a firm is global reporting initiative signatory and '0' otherwise 

DEBR Debt ratio measured as total liabilities divided by total assets 

BAGE Average board age measured as total board age divided by board size 

CEOT CEO tenure measured as absolute number of years of CEO tenure 

SHC Shareholder concentration measured as the percentage shares owned by substantial shareholders 

BFA Dichotomous variable '1' if a firm is audited by one of the BIG4 and '0' otherwise 

EXD Percentage of board members with external directorships 

  

Industrial classification 

ENER Energy 

MATE Materials 

CAPG Capital goods 

COND Consumer discretionary 

CONS Consumer staples 

HEAC Health care 

FINA Financials 

INFT Information technology 

TELE Telecommunication services 

UTIL Utilities 

 

 

 

 

 



Determinants and consequences of women on corporate boards: Australian evidence 

70 | P a g e  
 

3.5. Results 

3.5.1. Descriptive statistics 

Table 3.2 provides descriptive statistics of the dependent and explanatory variables 

used in the study. The average PWD is 9.3%, while the average SIZE measured as 

BKV, CAP, REV, and ASST are $1.8 billion, $3.3 billion, $2.2 billion, and $11 billion 

respectively. On average, 3.2% of the sample firms have NWCH; 13.1% of the firms 

are GRI signatories; more than three quarters of these firms engage one of the BIG4 

audit firms as their external auditor; and 59.8% of the board members hold external 

directorships. The average score of the corporate governance index is high (69.2%), 

with the average age of board members being 61 years old, and the tenure of CEOs 

just under eight years. 
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Table 3. 2 Descriptive statistics 

Descriptive statistics 

 
Mean Median Minimum Maximum Std. Deviation 

PWD 9.341 0 0 57.143 10.939 

BKV ('000) 1793830 233368 -665017 90639065 6871486 

CAP ('000) 3337823 316401 5049 233128628 14671136 

REV ('000) 2170641 221418 1 75577358 7682427 

ASST ('000) 10959603 396802 1923 883301000 73782908 

LNBKV 19.509 19.272 0 25.230 1.652 

LNCAP 19.899 19.573 15.435 26.175 1.719 

LNREV 18.561 19.216 6.908 25.048 3.214 

LNASST 20.061 19.799 14.469 27.507 1.907 

NWCH 0.032 0 0 1 0.175 

CGI 0.692 0.667 0 1 0.173 

GRI 0.131 0 0 1 0.338 

DEBR 0.379 0.368 0.001 12.187 0.389 

BAGE 61.125 61.250 39.000 79.000 5.589 

CEOT 7.769 7.000 0 18.000 4.328 

SHC 34.874 33.919 0 98.470 23.738 

BFA 0.762 1 0 1 0.429 

EXD 59.826 62.500 0 100.000 25.493 

PWD refers to the percentage of women with respect to board size. BKV refers to book value of equity. CAP refers to the market 

capitalisation of a given firm. REV refers to the total revenue of a given firm. ASST refers to the total assets of a given firm. 

LNBKV refers to the natural logarithm of book value of equity. LNCAP refers to the natural logarithm of market capitalisation of 

a given firm. LNREV refers to the natural logarithm of total revenue of a given firm. LNASST refers to the natural logarithm of 

total assets of a given firm. NWCH refers to the women chairs, measured as a dichotomous variable ‘1’ of women in the chair of 

the board and ‘0’ otherwise. CGI refers to the corporate governance index, measured by developing an index based on board size, 

board independence, chair\CEO duality, and presence of audit, nomination, and remuneration committee. GRI refers to the Global 

Reporting Initiatives signatories, measured as a dichotomous variable ‘1’ of a firm is a Global Reporting Initiative signatory and 

‘0’ otherwise. DEBR refers to the debt ratio, measured as total liabilities divided by total assets. BAGE refers to the average board 

age, measured as total board age divided by total board size. CEOT refers to the CEO tenure, measured as an absolute number of 

years of CEO tenure. SHC refers to the shareholders concentration, measured as the percentage shares held by the substantial 

shareholders. BFA refers to the BIG4, measured as a dichotomous variable ‘1’ if a firm is audited by the BIG 4 and ‘0’ otherwise. 

EXD refers to the members with external directorships, measured as a percentage of board members with external directorships 

with respect to board size.  
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Table 3.3 exhibits the sample distribution of female representation by year (Panel A) 

and by GICS industry classification (Panel B). Panel A shows a gradual increase in 

the number (percentage) of firms with women on boards from 162 (40.1%) 2011 to 

237 (58.7%) in 2014. As can be seen from Panel A, more than half of the sample firms 

had female representation on their boards in 2013 and 2014. Similarly, the percentage 

of women on boards has also gradually increased over the study period (from 7.2% in 

2011 to 11.7% in 2014). 

Panel B of Table 3.3 shows that COND, CONS, HEAC, FINA, and CAPG are the top 

5 industrial sectors that have female representation on their boards, with COND, 

CONS, HEAC and FINA having 13.7%, 13.3%, 12.8%, and 12.2% respectively of 

women as directors on their boards. 
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Table 3. 3 Sample distribution by year and industry 

Sample distribution 

Panel A. Sample distribution by year 

Year 
Number of 

sample 

firms 

Number of firms with 

women on boards 

Percentage of firms 

with women on boards 

Percentage of women 

on boards 

2011 404 162 40.099 7.176 

2012 404 193 47.772 8.907 

2013 404 204 50.495 9.563 

2014 404 237 58.663 11.718 

Average 404 199 49.257 9.341 

 
  

  

Panel B. Sample distribution by GICS industry classification 

GICS industry 

Number of 

sample 
firms 

Number of firms with 

women on boards 

Percentage of firms 

with women on boards 

Percentage of women 

on boards 

Energy 168 73 43.452 8.094 

Materials 464 155 33.405 5.703 

Capital goods 236 128 54.237 9.542 

Consumer discretionary 192 127 66.146 13.656 

Consumer staples 52 38 73.077 13.324 

Health care 104 64 61.538 12.752 

Financials 264 152 57.576 12.234 

Information technology 72 36 50.000 9.270 

Telecommunication 
services 

44 22 50.000 8.121 

Utilities 20 1 5.000 0.714 

Average 162 80 49.383 9.341 
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3.5.2. Correlation and univariate analysis 

Table 3.4 presents the Pearson’s pairwise correlation matrix. All explanatory variables 

are significantly and positively correlated with PWD, with the exception of BAGE, 

CEOT, and SHC, which are significantly and negatively correlated with PWD. To test 

for multicollinearity, a general rule of thumb is that if there is high pairwise correlation 

between two explanatory variables i.e. it exceeds 0.8, then there is serious 

multicollinearity in the model (Gujarati and Porter, 2009). All pairwise correlation 

coefficients between the explanatory variables in Table 4 are below 0.8, (apart from 

LNCAP and LNASST, as they are measuring the same firm characteristic, i.e., firm 

size). This suggests that multicollinearity, while present, will not seriously bias the 

estimated coefficients.  
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Table 3. 4 Pearson’s correlation matrix 

Pearson's correlation matrix 

 PWD LNASST LNREV LNCAP LNBKV NWCH CGI GRI DEBR BAGE CEOT SHC BFA EXD 

PWD 1              

LNASST 0.393*** 1             

LNREV 0.348*** 0.731*** 1            

LNCAP 0.372*** 0.863*** 0.662*** 1           

LNBKV 0.282*** 0.751*** 0.522*** 0.681*** 1          

NWCH 0.232*** 0.066*** 0.081*** 0.069*** 0.054** 1         

CGI 0.257*** 0.341*** 0.328*** 0.267*** 0.235*** 0.076*** 1        

GRI 0.214*** 0.479*** 0.335*** 0.474*** 0.373*** -0.018 0.195*** 1       

DEBR 0.168*** 0.303*** 0.387*** 0.208*** -0.147*** 0.029 0.186*** 0.137*** 1      

BAGE -0.067*** 0.111*** 0.155*** 0.065*** 0.107*** -0.045* 0.099*** -0.007 -0.012 1     

CEOT -0.066*** 0.053** 0.164*** 0.127*** 0.070*** -0.092*** 0.027 0.074*** 0.031 0.118*** 1    

SHC -0.158*** -0.206*** -0.057** -0.226*** -0.173*** -0.064*** -0.101*** -0.188*** -0.014 -0.153*** -0.045* 1   

BFA 0.242*** 0.325*** 0.294*** 0.286*** 0.213*** 0.018 0.235*** 0.165*** 0.174*** 0.052** 0.009 0.005 1  

EXD 0.178*** 0.320*** 0.161*** 0.293*** 0.236*** 0.032 0.162*** 0.211*** 0.055** 0.000 -0.105*** -0.123*** 0.184*** 1 

PWD refers to the percentage of women with respect to board size. LNBKV refers to the natural logarithm of book value of equity. LNCAP refers to the natural logarithm of market capitalisation of a given 

firm. LNREV refers to the natural logarithm of total revenue of a given firm. LNASST refers to the natural logarithm of total assets of a given firm. NWCH refers to the women chairs, measured as a dichotomous 

variable ‘1’ of women in the chair of the board and ‘0’ otherwise. CGI refers to the corporate governance index, measured by developing an index based on board size, board independence, chair\CEO duality, 

and presence of audit, nomination, and remuneration committee. GRI refers to the Global Reporting Initiatives signatories, measured as a dichotomous variable ‘1’ of a firm is a Global Reporting Initiative 

signatory and ‘0’ otherwise. DEBR refers to the debt ratio, measured as total liabilities divided by total assets. BAGE refers to the average board age, measured as total board age divided by total board size. 

CEOT refers to the CEO tenure, measured as an absolute number of years of CEO tenure. SHC refers to the shareholders concentration, measured as the percentage shares held by the substantial shareholders. 

BFA refers to the BIG4, measured as a dichotomous variable ‘1’ if a firm is audited by the BIG 4 and ‘0’ otherwise. EXD refers to the members with external directorships, measured as a percentage of board 

members with external directorships with respect to board size. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 



 
 

Table 3.5 shows the univariate analyses of firms with and without women on boards. 

The result suggests that of the sample of 1616 firm-years observations, 49.3% (or 796 

firm-years) have gender diverse boards. The mean difference of all the explanatory 

variables between firms with and without women on boards is highly significant at 

1%, 5% and 10% significance levels. On average, firms with women on boards are 

larger in size, are greater in corporate governance quality, are GRI signatories, use one 

of the BIG4 auditors, and have younger board members with shorter CEO tenure and 

less shareholder concentration.  
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Table 3. 5 Univariate analyses 

Univariate analyses 

 Firms with women on boards Firms without women on boards Difference 

Variable N Mean 
Standard 
deviation 

N Mean 
Standard 
deviation 

Mean 
Difference 

t-stat 

LNASST 796 20.857 2.149 820 19.288 1.214 1.569 18.133*** 

LNREV 796 19.781 2.932 820 17.377 3.029 2.403 16.199*** 

LNCAP 796 20.557 1.920 820 19.259 1.191 1.298 16.376*** 

LNBKV 796 20.061 2.232 820 18.761 1.959 1.299 12.446*** 

NWCH 796 0.064 0.245 820 0 0 0.064 7.488*** 

CGI 796 0.745 0.131 820 0.639 0.192 0.106 12.967*** 

GRI 796 0.209 0.407 820 0.055 0.228 0.155 9.469*** 

DEBR 796 0.447 0.237 820 0.314 0.480 0.133 7.044*** 

BAGE 796 60.892 4.778 820 61.352 6.272 -0.461 -1.658** 

CEOT 796 7.655 4.193 820 7.881 4.455 -0.226 -1.049* 

SHC 796 32.133 24.428 820 37.534 22.750 -5.402 -4.602*** 

BFA 796 0.879 0.326 820 0.649 0.478 0.231 11.305*** 

EXD 796 64.529 23.238 820 55.262 26.739 9.267 7.427*** 

 LNBKV refers to the natural logarithm of book value of equity. LNCAP refers to the natural logarithm of market capitalisation 

of a given firm. LNREV refers to the natural logarithm of total revenue of a given firm. LNASST refers to the natural logarithm of 

total assets of a given firm. NWCH refers to the women chairs, measured as a dichotomous variable ‘1’ of women in the chair of 

the board and ‘0’ otherwise. CGI refers to the corporate governance index, measured by developing an index based on board size, 

board independence, chair\CEO duality, and presence of audit, nomination, and remuneration committee. GRI refers to the Global 

Reporting Initiatives signatories, measured as a dichotomous variable ‘1’ of a firm is a Global Reporting Initiative signatory and 

‘0’ otherwise. DEBR refers to the debt ratio, measured as total liabilities divided by total assets. BAGE refers to the average board 

age, measured as total board age divided by total board size. CEOT refers to the CEO tenure, measured as an absolute number of 

years of CEO tenure. SHC refers to the shareholders concentration, measured as the percentage shares held by the substantial 

shareholders. BFA refers to the BIG4, measured as a dichotomous variable ‘1’ if a firm is audited by the BIG 4 and ‘0’ otherwise. 

EXD refers to the members with external directorships, measured as a percentage of board members with external directorships 

with respect to board size. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 
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3.5.3. Empirical results and discussion 

Table 3.6 provides the estimated coefficients and t-statistics with significance level for 

the OLS model. The results are presented for the four measures of SIZE: LNBKV, 

LNCAP, LNREV, and LNASST respectively, and show that all independent variables 

are positively and significantly related to PWD at the 1% level, with the exception of 

BAGE, CEOT, and SHC. As predicted, these three variables are negatively and 

significantly associated with PWD at the 1% level. In the LNREV and LNASST models, 

DEBR is not significantly associated with PWD. Moreover, EXD is not significantly 

related to PWD in the LNCAP and LNASST models.  
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Table 3. 6 Results from OLS Model 

OLS Model 

 SIZE=LNASST SIZE=LNREV SIZE=LNCAP SIZE=LNBKV 

Variable Coefficient Coefficient Coefficient Coefficient 

 
(t-stat) (t-stat) (t-stat) (t-stat) 

SIZE 1.516*** 0.699*** 1.304*** 0.873*** 

 
(9.199) (7.273) (7.593) (6.820) 

NWCH 10.492*** 10.624*** 10.694*** 10.796*** 

 
(7.868) (7.89) (7.958) (8.009) 

CGI 6.810*** 7.790*** 8.439*** 7.927*** 

 
(4.672) (5.334) (5.842) (5.418) 

GRI 2.205*** 3.550*** 2.659*** 3.378*** 

 
(2.728) (4.548) (3.253) (4.251) 

DEBR 0.563 0.387 1.328** 3.188*** 

 
(0.892) (0.594) (2.125) (4.849) 

BAGE -0.257*** -0.264*** -0.227*** -0.240*** 

 
(-6.047) (-6.120) (-5.324) (-5.579) 

CEOT -0.214*** -0.246*** -0.239*** -0.216*** 

 
(-3.905) (-4.408) (-4.312) (-3.899) 

SHC -0.039*** -0.050*** -0.038*** -0.043*** 

 
(-3.724) (-4.799) (-3.598) (-4.120) 

BFA 2.163*** 2.638*** 2.519*** 2.637*** 

 
(3.672) (4.480) (4.271) (4.465) 

EXD 0.014 0.024** 0.017 0.022** 

 
(1.394) (2.433) (1.722) (2.228) 

MATE -2.371*** -2.343*** -2.323*** -2.243*** 

 
(-2.816) (-2.756) (-2.737) (-2.633) 

CAPG 0.353 -1.000 0.617 0.293 

 
(0.374) (-1.020) (0.650) (0.307) 

COND 4.668*** 3.593*** 4.252*** 4.801*** 

 
(4.625) (3.428) (4.142) (4.698) 

CONS 1.498 0.203 1.600 1.486 

 
(1.012) (0.134) (1.072) (0.992) 

HEAC 5.139*** 3.598*** 3.572*** 4.525*** 

 
(4.414) (3.077) (3.059) (3.856) 

FINA 2.333** 2.917*** 2.976*** 3.033*** 

 
(2.501) (3.118) (3.192) (3.240) 

INFT 3.936*** 2.072 2.975** 3.502*** 

 
(2.976) (1.546) (2.236) (2.621) 

TELE -3.044 -3.607** -3.666** -3.003 

 
(-1.934) (-2.261) (-2.301) (-1.886) 

UTIL -7.317*** -7.238*** -6.901*** -7.025*** 
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(-3.292) (-3.224) (-3.082) (-3.125) 

CONSTANT -11.029*** 6.198** -10.123** -1.345 

 (-2.882) (2.055) (-2.452) (-0.382) 

Adj R square 0.302 0.289 0.291 0.286 

lnL -5857.8 -5873.152 -5870.822 -5876.282 

AIC 11.755 11.786 11.781 11.792 

SIC 11.863 11.894 11.889 11.9 

SIZE refers to different measurements of firm size such as LNBKV, LNCAP, LNREV, and LNASST. LNBKV refers to the natural 

logarithm of book value of equity. LNCAP refers to the natural logarithm of market capitalisation of a given firm. LNREV refers 

to the natural logarithm of total revenue of a given firm. LNASST refers to the natural logarithm of total assets of a given firm. 

NWCH refers to the women chairs, measured as a dichotomous variable ‘1’ of women in the chair of the board and ‘0’ otherwise. 

CGI refers to the corporate governance index, measured by developing an index based on board size, board independence, 

chair\CEO duality, and presence of audit, nomination, and remuneration committee. GRI refers to the Global Reporting Initiatives 

signatories, measured as a dichotomous variable ‘1’ of a firm is a Global Reporting Initiative signatory and ‘0’ otherwise. DEBR 

refers to the debt ratio, measured as total liabilities divided by total assets. BAGE refers to the average board age, measured as 

total board age divided by total board size. CEOT refers to the CEO tenure, measured as an absolute number of years of CEO 

tenure. SHC refers to the shareholders concentration, measured as the percentage shares held by the substantial shareholders. BFA 

refers to the BIG4, measured as a dichotomous variable ‘1’ if a firm is audited by the BIG 4 and ‘0’ otherwise. EXD refers to the 

members with external directorships, measured as a percentage of board members with external directorships with respect to 

board size. MATE refers to the materials industry. CAPG refers to the capital goods industry. COND refers to the consumer 

discretionary industry. CONS refers to the consumer services industry. HEAC refers to the health care industry. FINA refers to 

the financial industry. INFT refers to the information technology industry. TELE refers to the telecommunications industry. UTIL 

refers to the utilities industry. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 

Table 3.7 presents the estimated coefficients and t-statistics with significance level of 

the two-limit Tobit model with four different SIZE proxies. The results suggest that 

SIZE, NWCH, CGI, GRI, and BFA are positively and significantly associated with 

PWD. On the other hand, BAGE, CEOT, and SHC are negatively and significantly 

associated with PWD, while EXD provides insignificant impact on PWD in the 

LNASST, LNCAP, and LNBKV models.  
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Table 3. 7 Results from Two-Limit Tobit Model 

Two-Limit Tobit Model 

 SIZE=LNASST SIZE=LNREV SIZE=LNCAP SIZE=LNBKV 

Variable Coefficient Coefficient Coefficient Coefficient 

 (t-stat) (t-stat) (t-stat) (t-stat) 

SIZE 2.618*** 1.461*** 2.218*** 1.694*** 

 (8.401) (7.466) (6.807) (6.383) 

NWCH 14.509*** 14.401*** 14.813*** 14.902*** 

 (6.294) (6.201) (6.366) (6.391) 

CGI 19.954*** 21.532*** 22.856*** 21.905*** 

 (6.336) (6.799) (7.268) (6.898) 

GRI 3.525** 5.124*** 4.350*** 5.226*** 

 (2.393) (3.575) (2.909) (3.583) 

DEBR 0.888 0.390 2.394** 5.468*** 

 (0.710) (0.305) (2.039) (4.494) 

BAGE -0.501*** -0.525*** -0.450*** -0.469*** 

 (-5.758) (-5.957) (-5.170) (-5.360) 

CEOT -0.282*** -0.355*** -0.334*** -0.303*** 

 (-2.650) (-3.299) (-3.103) (-2.821) 

SHC -0.043** -0.067*** -0.043** -0.053*** 

 (-2.112) (-3.300) (-2.100) (-2.589) 

BFA 5.701*** 6.401*** 6.240*** 6.509*** 

 (4.601) (5.154) (5.015) (5.220) 

EXD 0.022 0.041** 0.031 0.035 

 (1.113) (2.061) (1.536) (1.743) 

MATE -5.416*** -5.441*** -5.323*** -5.230*** 

 (-3.200) (-3.183) (-3.116) (-3.060) 

CAPG 0.900 -1.879 1.369 0.658 

 (0.492) (-0.995) (0.742) (0.355) 

COND 7.339*** 5.047** 6.715*** 7.503*** 

 (3.829) (2.546) (3.445) (3.870) 

CONS 2.676 -0.103 2.827 2.577 

 (0.987) (-0.037) (1.033) (0.941) 

HEAC 8.832*** 6.226*** 6.266*** 7.877*** 

 (4.014) (2.832) (2.845) (3.556) 

FINA 3.411 4.286* 4.547** 4.508** 

 (1.885) (2.368) (2.509) (2.483) 

INFT 7.230*** 3.916 5.649** 6.609** 

 (2.848) (1.529) (2.211) (2.579) 

TELE -5.319 -6.271* -6.241* -5.290 

 (-1.750) (-2.053) (-2.031) (-1.723) 

UTIL -25.924*** -26.419*** -25.529*** -25.806*** 

 (-3.684) (-3.700) (-3.575) (-3.616) 

CONSTANT -37.664*** -11.253 -35.548*** -24.322*** 

 (-5.006) (-1.825) (-4.413) (-3.386) 
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lnL -3801.763 -3808.711 -3814.153 -3815.802 

AIC 7.646 7.659 7.670 7.674 

SIC 7.759 7.773 7.783 7.787 

SIZE refers to different measurements of firm size such as LNBKV, LNCAP, LNREV, and LNASST. LNBKV refers to the natural 

logarithm of book value of equity. LNCAP refers to the natural logarithm of market capitalisation of a given firm. LNREV refers 

to the natural logarithm of total revenue of a given firm. LNASST refers to the natural logarithm of total assets of a given firm. 

NWCH refers to the women chairsman, measured as a dichotomous variable ‘1’ of women in the chair of the board and ‘0’ 

otherwise. CGI refers to the corporate governance index, measured by developing an index based on board size, board 

independence, chair\CEO duality, and presence of audit, nomination, and remuneration committee. GRI refers to the Global 

Reporting Initiatives signatories, measured as a dichotomous variable ‘1’ of a firm is a Global Reporting Initiative signatory and 

‘0’ otherwise. DEBR refers to the debt ratio, measured as total liabilities divided by total assets. BAGE refers to the average board 

age, measured as total board age divided by total board size. CEOT refers to the CEO tenure, measured as an absolute number of 

years of CEO tenure. SHC refers to the shareholders concentration, measured as the percentage shares held by the substantial 

shareholders. BFA refers to the BIG4, measured as a dichotomous variable ‘1’ if a firm is audited by the BIG 4 and ‘0’ otherwise. 

EXD refers to the members with external directorships, measured as a percentage of board members with external directorships 

with respect to board size. MATE refers to the materials industry. CAPG refers to the capital goods industry. COND refers to the 

consumer discretionary industry. CONS refers to the consumer services industry. HEAC refers to the health care industry. FINA 

refers to the financial industry. INFT refers to the information technology industry. TELE refers to the telecommunications 

industry. UTIL refers to the utilities industry. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 

When comparing the two models, the best model is determined by maximising the log-

likelihood (lnL) and minimising the Akaike Information Criterion (AIC) and Schwartz 

Information Criterion (SIC) (Myung, 2003). According to these criterion, in the OLS 

models (Table 6), LNASST is the best model (lnL = -5857.75, AIC = 11.75, and SIC = 

11.86) among all the four measures of SIZE. A similar result can be found in the two-

limit Tobit models (lnL = -3801.76, AIC = 7.65, and SIC = 7.76, see Table 3.7). 

However, the lnL (AIC and SIC) of the two-limit Tobit models is higher (lower) as 

compared to the OLS models. These results indicate the superiority of the two-limit 

Tobit model over the OLS model.  

As the best model is shown to be the two-limit Tobit model with LNASST as the proxy 

of SIZE, the result of this model is further analysed. The finding suggests that SIZE 

and NWCH are positively and significantly associated with PWD at the 1% level. This 
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finding is in accordance with a priori expectations and is consistent with existing 

literature. For example, firm size has a positive association with PWD (Hillman et al., 

2007). The positive relationship between NWCH on PWD is consistent with Bilimoria 

and Piderit (1994). Moreover, the finding also shows that CGI, GRI, and BFA are 

significantly and positively associated with PWD. This finding adds to existing 

knowledge on the major drivers of female representation on corporate boards. 

In contrast, BAGE, CEOT, and SHC are negatively and significantly associated with 

PWD at both the 1 and 5% levels. These results are consistent with prior literature 

which suggests that “old boys” networks are conservative and less likely to adopt 

change (Nakano and Nguyen, 2011). Moreover, the result suggests that a longer CEO 

tenure and the presence of substantial shareholders in the firm would discourage the 

appointment of women to boards. 

3.6. Concluding remarks 

In recent years, the representation of women on corporate boards has received greater 

attention than previously, as prior studies have shown that companies could benefit 

from including women on corporate boards (Adams and Ferreira, 2009). However, 

there is limited research which focuses on examining firm specific characteristics that 

are associated with women on corporate boards, with the exception of Hillman et al., 

(2007) and Geiger and Marlin (2012). The studies by both Hillman et al., (2007) and 

Geiger and Marlin (2012) were conducted in the US environment, which is different 

from the ASX’s “if not, why not” approach. In their paper, Geiger and Marlin (2012) 

argue that the percentage of women on a given board (i.e. the dependent variable), and 

not the dichotomous variable (as used in Hillman et al., 2007), should be employed to 

capture the level of women on corporate boards. However, the percentage of women 
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directors on boards is a censored variable as it lies between zero and 100% (Tobit, 

1958).  

The present study improves on the work of Geiger and Marlin (2012) by employing a 

theoretically sound and consistent two-limit Tobit approach to accommodate the 

censored dependent variable. Two sets of explanatory variables are employed in the 

study. The first set of explanatory variables used to predict the likelihood of female 

representation on the ASX 500 corporate boards relates to ten firm characteristics: 

SIZE, NWCH, CGI, GRI, DEBR, BAGE, CEOT, SHC, BFA, and EXD. The second set 

of explanatory variables is used to treat the industry type as control variables. 

Employing both OLS and the two-limit Tobit models, the present study finds that the 

two-limit Tobit approach with total asset as a proxy of firm size produced the best 

results. These results provide empirical evidence of a significant and positive 

relationship between SIZE, NWCH, CGI, GRI, BFA and PWD. Moreover, the results 

show a significant but negative relationship between BAGE, CEOT, SHC and PWD. 

The results also suggest that the two-limit Tobit model is superior to the OLS model. 

This study is arguably the first to examine the major drivers of female presentation on 

corporate boards using the two-limit Tobit model. However, like any empirical 

research, the results of this study should be interpreted with care. Findings of this study 

may not be generalizable due to the fact that the study is based on ASX 500 companies 

over a selected sample period (2011 – 2014) and uses selected determinants. It is 

possible that other firm and governance characteristics may have an impact on female 

representation, but they are not included in the study. 
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Chapter 4: Women on Corporate Boards and 

the Incidence of Receiving a ‘Strike’ on the 

Remuneration Report 

4.1. Introduction 

The benefits of having women present on corporate boards have been well documented 

(see, for example, Bilimoria andWheeler, 2000; Fondas and Sassalos, 2000; Carter et 

al., 2003; Huse and Solberg, 2006). Erhardt, Werbel and Shrader (2003) in their study 

of 127 large US companies, find that female directors have a positive influence on 

firms’ financial performance, measured by return on assets and investment. A similar 

finding, but based on Spanish small and medium-size enterprises (SMEs), is reported 

in Martin-Ugedo and Minguez-Vera (2014). Higgs (2003) suggests that gender 

diversity improves board effectiveness, while Adams and Ferreira (2009) provide 

empirical evidence which shows that the presence of women on corporate boards has 

a significant impact on board governance (in the form of meeting attendance), and that 

CEO turnover is more sensitive to stock market performance in companies with more 

gender diverse boards.  

The Australian Report of the Industry Task Force on Leadership and Management 

(Karpin, 1995) finds that a well-balanced board that includes female directors reduces 

the likelihood of corporate failure. Moreover, psychology and sociology literature 

advocates that gender diversity in a group setting enhances group decision-making 

efficacy (Lee and Farh, 2004; Eisenhardt, Kahwajy and Bourgeois, 1997). More 

specifically, the presence of women at board level may create group heterogeneity, 
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and prior literature suggests that heterogeneous groups are more likely to generate a 

diverse set of solutions to tasks that may lead to higher quality decisions (Umans, 

Collin and Tagesson, 2008; Ely and Thomas, 2001; Jehn et al., 1999). Cook and Glass 

(2011) investigate the relationship between the appointments of women to boards and 

shareholder value and find that the announcement of women into board positions may 

lead to positive returns on shareholder value. In a recent US study, Abbott et al., (2012) 

find that the presence of women on corporate boards enhances the overall board’s 

mental independence and monitoring function. 

Despite these benefits, the percentage of female directors in Australian companies has 

been low. Following the inclusion of a requirement for gender diversity in the ASX 

Corporate Governance Council’s (2010) corporate governance principles and 

recommendations, the number of women on ASX 200 corporate boards has gradually 

increased, from 10.7% in 2010 to 20% as at 31 March 2015 (the Australian Institute 

of Company Directors real-time data). With this increased presence of women on 

corporate boards over the past few years and the findings of existing literature (Abbott 

et al., 2012; Adams and Ferreira, 2009, amongst others), it is timely to investigate 

whether their presence has had an effect on a recent Australian government initiative 

to curb excessive executive remuneration – the Corporations Amendment (Improving 

Accountability on Director and Executive Remuneration) Act 2011 (Remuneration 

Amendment Act, hereafter). The new legislation, widely referred to as the ‘two strikes’ 

rule, empowers shareholders to voice their concerns about excessive executive 

remuneration through dissent votes at the company’s annual general meeting (AGM). 

If the company receives 25% or more dissent votes from shareholders on the 

remuneration report, it receives a ‘strike’, and two consecutive strikes (hence, ‘two 

strikes’) may potentially result in the board members being replaced (except the CEO).  
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As the issue of receiving dissent votes is related to shareholders’ concerns about 

remuneration reports, gender diversity literature suggests that diverse boards are likely 

to deal better with these shareholders’ concerns (see, for example, Biggins, 1999). 

Thus, this study seeks to test the association between the presence of female directors 

and the likelihood of receiving a ‘strike’ on the remuneration report. 

To achieve this research objective, the study uses a sample of 314 firms that received 

a ‘strike’ from years 2011 to 2013. Following Monem and Ng (2013) and Faghani, 

Monem and Ng (2015), the present study constructs a sample of control firms matched 

in terms of the Global Industry Classification Standard (GICS) using the economic 

sector classifications, operating revenue, and fiscal year-end for each sample year. 

Consistent with Abbott et al.’s (2012) recommendation on the treatment of 

case/control design, a conditional logistic regression analysis is used to test the 

hypothesis. The finding from this study suggests that women’s presence on corporate 

boards is associated with a lower incidence of receiving a ‘strike’ on the remuneration 

report. 

Existing ‘say on pay’ literature has traditionally focused on the pay-performance link 

(Clarkson et al., 2011; Ferri and Maber, 2013; Monem and Ng, 2013). This research 

contributes to the literature by showing that an observable measure of board diversity 

(i.e., the presence of women on corporate boards) is negatively associated with the 

likelihood of receiving a ‘strike’ on the remuneration report. The study is consistent 

with Abbott et al.’s (2012) assertion that the presence of women on corporate boards 

enhances the mental independence and heterogeneity of a board. Thus, more diverse 

boards may facilitate communication and exchange of better solutions/outcomes that 

may not be available in homogeneous boards (Ely and Thomas, 2001). The results 
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from this study are also aligned with Carter et al.’s (2003) finding which shows that 

diverse boards are more likely to be activist boards.  

This study also contributes to the gender diversity literature. Unlike existing literature 

which focuses on the impact of female directors on firm financial performance and 

other related issues (see, for example, Carter et al., 2003; Erhardt et al., 2003; Abbott 

et al., 2012), this study investigates the relationship between women on corporate 

boards and the likelihood of receiving a ‘strike’ on the remuneration report. The result 

of the study is consistent with those of prior studies which show that the presence of 

women on boards enhances shareholders’ confidence in the decision making ability of 

the board (Ryan and Haslam, 2005; Furtado and Rozeff, 1987). 

The remainder of the chapter is organised as follows: section 4.2 provides theoretical 

framework. The next section 4.3 reviews relevant literature and develops the 

hypothesis. Section 4.4 describes the research design.  This is followed by the analysis 

of results in section 4.5. A robustness check is presented in Section 4.6. Section 4.7 

draws some conclusions from the study. 

4.2. Theoretical framework 

4.2.1. Institutional theory 

Institutional theory suggests that a firm follows specific structural routine and practices 

that are not necessarily for gaining efficiency, but for creating legitimacy with the 

external environment (Meyer and Rowan, 1977). Thus, organizations can attain 

legitimacy by performing in a way that is consistent with societal expectations of firm 

behaviour. Institutional theory further suggests that organizations conforming to 
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societal expectations are considered as legitimate and as such gain access to needed 

resources (Meyer and Rowan, 1977).  

Institutional theory explains how, at a broader level, particular organizational forms 

might be adopted in order to bring legitimacy to an organization. According to 

Carpenter and Feroz (2001, p. 565) “institutional theory provides another lens through 

which to view economic resource dependency incentives for accounting rule choice”. 

Institutional theory views organizations as operating within a social framework of 

norms, values, and taken-for-granted assumptions about what constitutes appropriate 

or acceptable economic behaviour (Oliver, 1977). According to Scott (1987), 

“organizations conform (to institutional pressure for change) because they are rewarded 

for doing so through increased legitimacy, resources, and survival capabilities” (p. 

498)”. 

Selznick (1957) argues that routines and practices are institutionalized over time and 

firms by adapting to its environment with the intent to ensure organizational survival 

and success through greater efficiency. The routines and practices represent specific 

ways of doing things that reduce uncertainty by constraining human behaviour and 

making it more predictable and in this way, has value to the firm. However, Selznick 

(1957) goes further by proposing that the institutionalization process develops a 

bonding fabric that defines the organization both in the present and in its historical 

heritage that adds value above and beyond technical and efficiency gain. 

Institutionalism came into the mainstream of organizational studies in the 1970s with 

the work of Silverman (1971). Silverman (1971) criticized Selznick’s structural and 

functional views as being overly concerned with stability, order and system 

maintenance and drew more from Berger and Luckman’s (1967) social construction of 
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reality. Two influential papers by Meyer and Rowan (1977) and Zucker (1977) further 

elaborated on Silverman (1971) and saw institutions as “complexes of cultural rules” 

that specify procedures to meet specific goals that affect the wider institutional 

environment and can diffuse such through professional associations. While Meyer and 

Rowan (1977) developed the cultural ‘macro side’; Zucker (1977) placed emphasis on 

cognitive belief systems that shape organizational behavior. Building on the work of 

Meyer and Rowan’s cultural systems and Zucker’s cognitive system, DiMaggio and 

Powell (1983) formally laid down mechanisms of institutionalization in the form of 

three pillars of institutional process. DiMaggio and Powell (1983) referred to the three 

pillars as coercive isomorphism, mimetic isomorphism, and normative isomorphism. 

Coercive isomorphism arises when organizations change their institutional practices 

because of pressure from an important stakeholder upon whom the organization is 

dependent. According to DiMaggio and Powell (1983, p. 150), “coercive isomorphism 

results from both formal and informal pressures exerted on organizations by other 

organizations upon which they are dependent and by cultural expectations in the society 

within which organizations function. Such pressure may be felt as a force, as 

persuasive, or as invitations to join in collusion”.  

Coercive isomorphism is influenced by stakeholder theory, in which organizations use 

voluntary corporate disclosures to address the concerns of the most powerful 

stakeholders of the company. Thus, an organization is coerced by its influential 

stakeholders into conformity with particular voluntary corporate disclosure (Deegan 

and Ward, 2013).  
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Mimetic isomorphism involves organizations seeking to copy or improve upon the 

institutional practices of other organizations to attain competitive advantage in terms of 

legitimacy. According to DiMaggio and Powell (1983, p. 151)  

“uncertainty is a powerful force that encourages imitation. When organizational 

technologies are poorly understood, when goals are ambiguous, or when the 

environment creates symbolic uncertainty, organizations may model themselves on 

other organization”. 

Board members of an organization strive to maintain or enhance external stakeholder 

perceptions of the legitimacy of an organization, because if they failed to follow the 

practices and procedures by other organizations in the same sector, they would risk 

losing legitimacy in relation to the rest of the sector (Scott, 2005). 

Normative isomorphism relates to the pressures arising from group norms to adopt 

particular institutional practices (Deegan and Ward, 2013). In the case of corporate 

reporting, the professional expectation that accountants will comply with accounting 

standards, acts as a form of normative isomorphism. In terms of voluntary reporting 

practices, normative isomorphic pressures could arise through less formal group 

influences from a range of both formal and informal groups to which managers belong, 

such as the culture and working practices developed within their workplace.  

DiMaggio and Powell (1983) suggest that each institutional isomorphic process can 

be expected to proceed in the absence of evidence that they increase internal 

organizational efficiency. The reason behind adopting isomorphic process is that 

organizations are rewarded for being similar to other organizations in their fields. This 

similarity makes it easier for an organization to attract career-minded staff, and to be 

acknowledged as legitimate and reputable. Gender diversity at the corporate board 
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level is encouraged in Australia by regulations (such as ASX Corporate Governance 

Recommendation) as well as by institutional investors who are more inclined towards 

organizations that follow best corporate governance practices. According to the 

institutional theory perspective, organizations obtain institutional isomorphic 

processes, even in the absence of evidence that they increase internal organizational 

efficiency. Therefore, by increasing women's representation at the corporate board 

level, organizations mimic other institutions not to increase their organizational 

efficiency, but to attain legitimacy and reputation within their sector (Certo, 2003; 

Singh, 2005).   

4.3. Literature review and hypothesis development 

4.3.1. Literature review 

Prior literature primarily focuses on the association between women's representation on 

corporate boards and firm performance (see, for example, Erhardt et al., 2003). 

Nevertheless, the results provide mixed evidence of the effect of women's 

representation on corporate performance (Carter et al., 2003). Some studies argue that 

women's representation on corporate boards is positively linked to firm performance 

(Erhardt et al., 2003; Bonn, 2004; Nguyen and Faff, 2007), while other studies suggest 

there is a negative or no influence of women's representation on firm performance 

(Adams and Ferreira, 2009; Almazan and Suarez, 2003; Farrell and Hersch, 2005; 

Francoeur et al., 2008; Wang and Clift, 2009; Carter et al., 2010).  

Erhardt et al., (2003) uses a sample of 112 companies that are extracted from fortune 

magazine with complete financial information over the period of 1993-1998 in the U.S. 

The study analyses the impact of having women on boards on the financial performance 
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of the firm, measured by return on assets and return on investment. Using the multiple 

regression models, the results reveal that women's representation on corporate boards 

is positively related to the firm’s financial performance. The only limitation of the study 

is the small sample size and limited variables for measuring firm financial performance. 

In Australia, Bonn (2004) studied 84 manufacturing firms from top 500 firms in 2003. 

The study uses return on equity and market to book value ratio for measuring firm 

performance. By using the multiple regression methodology, the result confirms that 

the ratio of women on boards is positively related to the market to book value ratio. 

Despite the study revealing a positive relationship between women and financial 

performance, industry specification and small sample size limits the scope of the study. 

Nguyen and Faff (2007) study top 500 firms from 2000-2001 in Australia. Their study 

employs Tobin’s Q as the proxy for measuring firm financial performance. Multiple 

regression analysis reveals that women on corporate boards are positively associated 

with higher market value. Small sample size and only one proxy for measuring firm 

financial performance limit the scope of study.  

More rigorous evidence comes from Adam and Ferreira (2009). The author analyses 

the U.S. sample firm’s data to provide the evidence that gender diversity has a 

significant impact on board input as well as firm outcome. The study consists of 1,939 

firms for the period of 1996-2003, with an unbalanced panel of 86,714 director- level 

observations. Firstly, they examine the impact of gender diversity with respect to board 

inputs (director attendance and committee assignments). The results suggest that the 

women on the boards have significant positive impact on board inputs. When the board 

has at least one woman director, overall attendance of board members increases. Thus, 

women's inclusion on boards reduces board attendance problems. Moreover, female 

directors are more likely to sit on monitoring committees such as audit, nominating, 
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and corporate governance committees than men, but less likely to sit on compensation 

committees than men. Secondly, the study investigates the relationship between the 

gender composition of the board and the measures of governance such as chief 

executive officer (CEO) turn over and compensation. The results find the evidence that 

gender diverse boards are more likely to hold CEOs accountable for poor stock 

performance. CEO turnover in gender diverse boards is sensitive to stock return 

performance. This suggests that women on corporate boards are tougher monitors than 

men. The results do not indicate a significant relationship between gender diversity and 

CEO performance, which can be explained by the under-representation of women on 

compensation committees. Finally, the study examines the effect of board gender 

diversity on the corporate performance of the firm. The study used Tobin’s Q and return 

on assets as the measures of firm performance. Consistent with the prior studies, the 

coefficient of diversity was positive and significant at the 10% level. However, when 

firm fixed effect was added in the model, the coefficient remained significant but the 

sign changed to negative. This suggests that the previous positive relationship between 

diversity and performance was driven by omitting firm specific factors. Therefore, 

endogeneity was the major problem that was neglected in the prior literature. The result 

suggests that firms should not add women to a board with the expectation that the 

presence of women automatically improves performance. The result further reveals that 

more gender diversity on corporate boards is detrimental to corporate performance. The 

evidence of detrimental effect is consistent with the previous studies that showed 

increase of board monitoring causes a decrease in shareholder value (Almazan and 

Suarez, 2003; Adams and Ferreira, 2007). 

In contrast, there are multitudes of evidence available of women on boards having no 

significant impact on the performance of a firm. Farrell and Hersch (2005) use the data 
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of 309 non-regulated U.S. firms from 1990-1999 to examine the impact of gender 

diversity on firm performance. Using Poisson regression analysis, Farrell and Hersch 

(2005) provides evidence that women on boards do not increase firm value. Francoeur 

et al., (2008) use a sample of 230 Canadian firms from 2002-2004. By using the 

Fama/French model to investigate the relationship between gender diversity and firm 

performance, the study reveals that women on corporate boards do not generate excess 

returns. Wang and Clift (2009) examine the relationship of gender diversity and 

minorities on boards. The study inspects a sample of 243 large ASX firms and measures 

the proportion of women in 2003. The study uses the three-year (2003-2006) average 

of ROA, ROE, and shareholder returns as a dependent variable. The study finds no 

significant effect from a firm’s gender and racial diversity, on its financial performance. 

The limitation of the study is the measurement of the proportion of women on boards 

at one point in time (mid-2003), made this result incapable of capturing the influence 

of gender and racial diversity when regressed against average financial performance of 

three years (2003-2006). Carter et al., (2010) studied SandP 500 companies over the 

period of 1998-2002 in the U.S. Three SLS regression analyses revealed that there is 

no impact, neither positive nor negative, from gender diversity and ethnic group 

diversity on a firm’s financial performance. Thus, there is no conclusive evidence 

available which suggests that women's representation on corporate boards has positive, 

negative, or nil impact on firm financial performance. Therefore, the relationship 

between women's representation on corporate boards and firm performance is unclear.  

Most of the studies are performed in different regulatory settings–for example, those of 

Adams and Ferreira (2009), Almazan and Suarez (2003), and Carter et al., (2010) were 

performed in the U.S. environment. Therefore, the results may not be generalizable to 

other countries. On the other hand, Nguyen and Faff (2007) and Wang and Clift (2009) 
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provide contradictory results in the Australian regulatory setting. The major weakness 

of all previous studies is small and obsolete sample size with a low percentage of female 

representation on the corporate board. The most recent data used in above mentioned 

studies are those in the Wang and Clift (2009) study, which are dated up to 2004. 

Therefore, by considering the limitations of previous studies, it can be said that there is 

no conclusive evidence available suggesting that female representation on corporate 

boards has negative or no influence on firm performance. 

On the contrary, existing literature argues that women are better monitors than men and 

their representation on boards enhances the monitoring function of the board (Adam 

and Frerreira, 2009). Srinidhi et al., (2011) assert that women's representation on 

corporate boards’ increases earning quality by improving the oversight role of the 

corporate board. Abbott et al., (2012) suggests that women's board presence contributes 

to the board’s ability to monitor financial reporting, hence reducing the likelihood of a 

financial re-statement. Prior literature further indicates that firms with more women on 

the board rank higher in compliance with code of corporate governance (Singh and 

Vinnicombe, 2004). Moreover, prior studies find a positive association between 

women's representation on corporate boards and corporate social behaviour and 

corporate social responsibility strength ratings (Bernardi and Threadgill, 2010; Bear et 

al., 2010). In addition, existing literature suggests that in boards which comprise at least 

three women, the levels of corporate social responsibility (CSR) reporting are higher 

(Fernandez-Feijoo, Romero and Ruiz-Blanco, 2013).  

Few experimental and survey-based studies document that women are more risk-averse 

than men (Eckel and Grossman, 2008; Croson and Gneezy, 2009; Croson, Gneezy and 

Rey-Biel, 2012), therefore, women on corporate boards are not aggressive in decision 
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making. Most of these studies are performed on samples of college students or of the 

general population, not on the women holding top positions in the corporate sector, 

especially board positions. Adams and Funk (2012) address this issue and suggest that 

generalizing from the population to the board positions may be misleading. They 

provide evidence that women in board positions of Swedish publicly-listed firms are 

different from women in the general population and from male directors. They further 

suggest that women board members are more open to change and less conservation-

oriented than male board members. Moreover, the results of their survey reveal that 

women board members are less risk averse than male board members. Consistent with 

women board members being less risk averse, Adams and Ragunathan (2012) provide 

evidence that banks with more female representation on corporate boards perform better 

than other banks.  

Prior literature indicates that, on an average, women on boards are found to be younger 

than their male counterparts and so the board benefits from an infusion of new ideas 

and approaches to decision making (Bilimoria and Wheeler, 2000). This is consistent 

with Adams and Funk (2012) study that showed women differ in their views, values 

and ways to express their opinions, and this is likely to result in their questioning the 

conventional wisdom and in more open discussions (Fondas and Sassalos, 2000; Huse 

and Solberg, 2006). The diverse view points by women directors will provoke lively 

boardroom discussions (Letendre, 2004), enhancing the quality of decision making. 

Moreover, women have been found to contribute to governance, reducing CEO 

dominance due to their power sharing style (Bradshaw et al., 1992). Having women in 

board positions is argued to be associated with long term company success and 

competitive advantage (Cassell, 1997), adding value through their distinctive set of 

skills (Green and Cassell, 1996), and creating cultures of inclusion through a diverse 
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workforce (Shultz, 1995). Therefore, consistent with prior studies, firms should not add 

women to the corporate board with the anticipation that it is having of women as such, 

that improves financial performance; rather, that firms should have them because the 

representation of women on the corporate board may improve the overall monitoring 

function, earnings quality and disclosure practices of the firm (Adams and Ferreira, 

2009; Sirinidhi et al., 2011; Gul et al., 2011).  

While being consistent with the prior literature about female board representation 

being beneficial for a firm, the present study also fills a gap by identifying an important 

consequence of having women on boards. The consequence this study seeks to 

examine is the receiving of a ‘strike’ on the remuneration report from shareholders. In 

Australia, the ‘two-strike’ rule became effective from 1 July 2011. Under the ‘two-

strike’ rule, if the company’s remuneration report receives 25% or more ‘no’ votes 

from existing shareholders, the company will receive ‘first strike’ and the board is 

responsible for explaining how shareholder concerns about the preceding 

remuneration report were addressed (Section 249L (2), the Remuneration Amendment 

Act). If, during the following year, the company’s remuneration report also receives 

25% or more ‘no’ votes, then the company will receive a second ‘strike’. The 

shareholders then vote whether all the directors need to go through the re-election 

process. Prior literature supports the argument that women are better monitors than 

men (Adams and Ferreira, 2009), and better understand the needs of all shareholders 

(Biggins, 1999). Moreover, lack of gender diversity on a board can contribute to a lack 

of critical thinking and innovation (Mattis, 2000). Therefore, the present study seeks 

to examine the claim that women on the remuneration committee reduce the likelihood 

of receiving a ‘strike’ from the company’s shareholders. 
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4.3.2. Hypothesis development 

MacMillan (2012) suggests that the remuneration report should not create a conflict 

of interest among shareholders. Rather, a well-designed remuneration structure and its 

effective disclosure facilitate the alignment of interest of shareholders. Since the ‘two-

strike’ rule is a relatively new regulation, the literature in this area is scant. To the best 

of my knowledge, to date, the only empirical, archival study investigating the ‘two-

strikes’ rule is that of Monem and Ng (2013). In that study, the authors investigate 

whether the shareholders are judicious while exercising the power of dissent votes 

under the ‘two-strike’ rule. They find that the pay-performance link of 2011 (the first 

year in which the law became effective) ‘strike’ firms is not significantly and 

positively related to the firm’s stock returns; however, it improves in 2012. The authors 

conclude that the shareholders of 2011 ‘strike’ firms may have become over-

enthusiastic in their voting power, but exercise their power more judiciously in 2012. 

An agency issue arises due to the association between receiving a ‘strike’ on the 

remuneration report and the shareholder dissatisfaction over directors’ pay. Agency 

theory suggests that principals (owners\shareholders) and agents (managers) have 

different self-interests, thus creating an agency problem (Jensen and Meckling, 1976). 

The agency perspective further argues that the board may undertake strategic decisions 

such as board restructuring (enhancing diversity) to minimise the agency cost and 

overcome the agency problem (Johnson, Hoskisson and Hitt, 1993). While 

shareholders are profit oriented, prior literature often relates better financial 

performance of a firm as a symbol of a healthy agency relationship in the firm 

(Agarwal and Knoeber, 1996). A large volume of gender diversity literature argues 

that companies would benefit from the presence of women on corporate boards (Huse 
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and Solberg, 2006). Within this rich literature, a substantial amount of gender diversity 

literature focuses on the association between the presence of women on boards and the 

firms’ financial performance (Erhardt et al., 2003; Carter et al., 2003, Martin-Ugedo 

and Minguez-Vera, 2014, amongst others). However, a mixed finding is reported in 

the literature, with some studies showing that female representation on corporate 

boards is positively linked to firms’ performance (Erhardt et al., 2003; Bonn, 2004; 

Nguyen and Faff, 2007), while others report a negative or no effect on firm 

performance (Adams and Ferreira, 2009; Almazan and Suarez, 2003; Farrell and 

Hersch, 2005; Francoeur et al., 2008; Wang and Clift, 2009; Carter et al., 2010).  

While the presence of women on boards may not improve a firm’s financial 

performance, Adams and Ferreira (2009) find that the presence of female directors 

enhances the monitoring and oversight role of the board. Abbott et al., (2012) argue 

that the presence of female directors enhances the board’s ability to maintain an 

attitude of mental independence. In a study of 278 annual and 187 quarterly financial 

restatements in the US, Abbott et al., (2012) find that there is a significant association 

between the presence of female directors and lower incidences of financial 

restatement. Based on prior literature, one may argue that the presence of female 

directors potentially reduces the agency problem. 

In the pay to performance literature, Clarkson et al., (2011) find that increased 

shareholder oversight (through ‘no’ votes on the remuneration report under the non-

binding shareholder voting regime) improves the pay-performance link, and makes the 

executives’ pay setting process more accountable. In a U.S. study, Adams and Ferreira 

(2009) find that the presence of female directors enhances the overall monitoring 

function of the board. Their result also shows that firms with more diverse boards offer 
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their executives more performance incentives – in the form of equity-based 

compensation.  

With the enactment of the Remuneration Amendment Act, one can assume that 

companies which receive ‘strike’ on their remuneration reports is because of their 

shareholders’ dissatisfaction with the executive compensation. The presence of 

women on boards enhances the oversight role of the board (Adams and Ferreira, 2009; 

Srinidhi et al., 2011; Abbott et al., 2012) and their presence is an essential ingredient 

in attaining and retaining shareholders’ confidence and hence reducing agency 

problems (Ryan and Haslam, 2005). The following hypothesis is developed: 

H: There is a negative association between the incidence of receiving a ‘strike’ on the 

remuneration report and the presence of female directors. 

4.4. Research design 

4.4.1. Data 

With the enactment of the Remuneration Amendment Act, a total of 111 firms received 

a first ‘strike’ in that year. Seven firms are excluded from the sample due to missing 

data. Thus, the remaining 104 firms that received a ‘strike’ in 2011 are included in this 

study. In 2012, a total of 122 firms received a ‘strike’; however, due to missing 

information on company annual reports, 14 firms are excluded from the 2012 sample. 

The remaining 108 firms that received a ‘strike’ in 2012 are included in the final 

sample. In 2013, a total of 102 firms received a ‘strike’, making the total sample of 

314 firms between 2011 and 2013. The ‘strike’ firm information is collected from the 

Financial Review’s business intelligence remuneration report voting database. Sample 

firms’ corporate governance information and financial data are extracted from the 
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Connect4 and Morningstar databases. Any missing information is then hand collected 

from individual companies’ annual reports. Table 1 shows the distribution of ‘strike’ 

firms and the presence of female directors from 2011 to 2013. Of the total sample of 

314 ‘strike’ firms, 87 firms had at least one woman on the board (29 out of 104 or 28% 

in 2011, 27 out of 108 or 25% in 2012, and 31 out of 102 or 30% in 2013). Of these 

sample firms, 22 and 26 firms received a second ‘strike’ in 2012 and 2013 respectively. 

Among these second ‘strike’ firms, a total of 16 firms (eight each in 2012 and 2013) 

had at least one female director. Eleven firms (five in 2011, and six in 2012) appointed 

at least one woman to the board after receiving the first ‘strike’. In 2012, two firms 

received a second ‘strike’ despite the presence of a woman on the board after the first 

‘strike’.  

Table 4. 1 Sample distribution 

Sample distribution of 'strike' firms and presence of women on board from 2011 to 2013 

Sample Characteristics 2011 2012 2013 Total 

Number of 'strike' firms 104 108 102 314 

Number of firms receive second 'strike'  22 26 48 

Presence of women on board in 'strike' firms 29 27 31 87 

Strike' firms with no women on board 75 81 71 227 

Presence of women on board in firms receiving second 'strike'  8 8 16 

Firms with women on board after first 'strike'  5 6 11 

Firms receiving second 'strike' despite the inclusion of women on board 

after first 'strike' 
 2 0 2 

Following Monem and Ng (2013), the present study incorporates a matched-pair 

design strategy. In this study, control firms are matched with ‘strike’ firms according 

to GICS industry group classification, operating revenue, and fiscal year-end. Monem 

and Ng (2013) argue that operating revenue is one of the important indicators of a 

healthy firm, and a key financial figure that investors and analysts rely on. Consistent 

with Monem and Ng (2013), in this study, the same fiscal year-end is chosen because 
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the firm may face a similar timeline to hold the annual general meeting. Thus, the final 

sample comprises 628 firms (314 ‘strike’ firms and 314 control firms).  

Table 4.2 shows the distribution of the ‘strike’ firms from 2011 to 2013 according to 

the GICS industry classification. Of the 314 ‘strike’ firms, just over 50% came from 

the two GICS sectors: materials (103, or 32.8%) and energy (56, or 17.8%). Another 

32.4% of the ‘strike’ firms are from industry sectors comprising industrial, consumer 

discretionary, and financial. A similar pattern is observed in all three sample years of 

the ‘strike’ firms. The concentration of ‘strike’ firms is similar to the sector 

composition of ASX listed companies. For example, the materials and energy sectors 

comprised 47% of the listed companies in the ASX (ASX, 2014). 

 

 

Table 4. 2 Sample distribution based on industry classification 

Industry Classification of 104 'strike' firms in 2011, 108 'strike' firms in 2012 and 102 'strike' firms in 2013 

Industry Group 
2011 Freq. 

(Proportion) 

2012 Freq. 

(Proportion) 

2013 Freq. 

(Proportion) 

Total Freq. 

(Proportion) 

Material (15) 31 (29.8%) 40 (37.0%) 32 (31.4%) 103 (32.8%) 

Energy (10) 17 (16.3%) 22 (20.4%) 17 (16.7%) 56 (17.8%) 

Industrial (20) 12 (11.5%) 13 (12.0%) 13 (12.7%) 38 (12.1%) 

Consumer Discretionary (25) 12 (11.5%) 11 (10.2%) 12 (11.8%) 35 (11.1%) 

Financial (40) 14 (13.5%) 7 (6.5%) 8 (7.8%) 29 (9.2%) 

Health Care (35) 8 (7.7%) 7 (6.5%) 8 (7.8%) 23 (7.3%) 

Information Technology (45) 5 (4.8%) 7 (6.5%) 9 (8.8%) 21 (6.7%) 

Telecommunication Services (50) 2 (1.9%) 1 (0.9%) 2 (2.0%) 5 (1.6%) 

Consumer Staple (30) 3 (2.9%) 0 (0.0%) 1 (1.0%) 4 (1.3%) 

Utilities (55) 0 (0.0%) 0 (0.0%) 0 (0.0%) 0 (0.0%) 

Total 104 (100%) 108 (100%) 102 (100%) 314 (100%) 
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4.4.2. Research model 

This study develops a matched pair case/control dataset to investigate the association 

between female directors and the likelihood of receiving a ‘strike’ on the remuneration 

report from shareholders. In this instance, a conditional logistic regression model is 

adopted due to its appropriateness in matched pair case/control studies (Breslow and 

Day, 1987). According to Greenland, Schwartzbaum and Finkle (2000), an 

unconditional (ordinary) logistic regression model is inappropriate in a matched pair 

case/control study because in a matched pair case/control dataset, the α is the effect of 

the pair effect, and the β is the effect of explanatory variables. Since there are only two 

observations in each pair, it is highly unlikely to be able to estimate the α without bias 

in an unconditional logistic regression. Thus, following Abbott et al., (2012), this study 

uses the conditional logistic regression to compare ‘strike’ and control firms. The 

conditional regression equation is given below: 
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where the dependent and independent variables are discussed below and summarized 

in Table 4.3.  

4.4.3. Dependent variable 

Consistent with prior research (Monem and Ng, 2013), the dependent variable, 

incidence of receiving a ‘strike’ is captured by a dichotomous variable ‘1’ in the 

instance of ‘strike’ and ‘0’ otherwise. The present study seeks to examine the 

association between the presence of women on boards and the incidence of firms 

receiving a ‘strike’, thus the independent variable is the presence of female directors, 

coded as ‘1’ in instances of at least one woman on the board and ‘0’ otherwise.  
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4.4.4. Independent\control variables 

The study also controls for other ‘strike’ related factors, such as board size (BSIZE). 

Prior studies have shown that companies with a large board size are likely to have a 

diverse mix of member expertise and experience (Hillman et al., 2007). In contrast, 

Schultz, Tian and Twite (2013) suggest that firms with smaller boards are likely to 

have lower executive pay-to-performance sensitivity, and are likely to engage in 

earnings management (Uwuigbe, Peter and Oyeniyi, 2014). Board size is measured as 

an absolute number of a given board. Firm size (FSIZE) is another variable controlled 

for in this study. Monem and Ng (2013) find that smaller firms are more likely to 

receive a ‘strike’ on the remuneration report. This is due to the fact that larger firms 

are more likely to receive greater pressure from shareholders over the executive 

compensation issue (Adams and Ferreira, 2009). Consistent with prior studies, this 

study uses the natural logarithm of the total asset as a proxy for firm size (Monem and 

Ng, 2013).  

The third control variable specified is the percentage of non-executive (independent) 

directors on a given board (BINDP). According to the ASX Corporate Governance 

Council (2014), an independent director is “a non-executive director who is not a 

member of management and who is free of any business or other relationship that 

could materially interfere with…the independent exercise of their judgments” (p. 16). 

Prior literature suggests that where companies have an independent board, they are 

likely to contribute positively towards the board’s monitoring responsibilities 

(Anderson, Mansi and Reeb, 2004). In this study, board independence is measured by 

calculating the proportion of non-executive directors from the total board members.  
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The presence of a remuneration committee (PREMU) is also a control variable in this 

study. It is assumed that companies with a remuneration committee are more likely to 

monitor their executive compensation. The presence of a remuneration committee is 

captured by ‘1’ and ‘0’ otherwise. Another control variable is the percentage of non-

executive (independent) remuneration committee members (REMUIND). Cybinski 

and Windsor (2013) investigated the association between the independent 

remuneration committee and executive pay, and found that larger firms’ independent 

remuneration committees were likely to link CEO pay with firm financial 

performance. In this study remuneration committee independence is measured by 

taking the proportion of independent directors on the remuneration committee. The 

next specified variable is the presence of at least one woman on the remuneration 

committee (PWDREMU). Gender diversity literature suggests that the presence of 

women in groups enhances their overall collaborative decision-making ability (Lee 

and Farh, 2004). In this model, the presence of at least one woman in the remuneration 

committee is coded as ‘1’ and ‘0’ otherwise.  Finally, prior research argues that CEO 

duality reduces board effectiveness (Beasley, 1996). This study controlled for the 

CHAIRCEO duality by dichotomous variable ‘1’ in instances where two positions are 

combined and ‘0’ otherwise. 
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Table 4. 3 Variable names, measurements, and expected relationships 

Variable names and description 

Variable Name Description Expected Sign 

STRIKE 
Indicator variable with a value of 1 for firms that receive 'strike', and 0 for control 
firms 

 

PWD 
Indicator variable with the value of 1 if there is at least one woman director on the 

board, and 0 otherwise 
Negative 

BSIZE The number of directors in a given board Negative 

FSIZE The size of the firm calculated by natural logarithm of total assets Negative 

BINDP The percentage of non-executive (independent) directors in a given board Negative 

PREMU 
Indicator variable with the value of 1 if there is a remuneration committee, and 0 

otherwise 
Negative 

REMUIND 
The percentage of non-executive (independent) directors in remuneration 

committee 
Negative 

PWDREMU 
Indicator variable with the value of 1 if there is at least one woman director on the 
remuneration committee, and 0 otherwise 

Negative 

CHAIRCEO 
Indicator variable with a value of 1 if the CEO holds both positions, and 0 

otherwise 
Positive 

4.5. Results 

4.5.1. Descriptive analysis 

Table 6.4 provides the mean, median, standard deviation, minimum, and maximum of 

the independent variables employed in this study. It shows a pattern of the gender 

composition of the boards of ‘strike’ and control firms in each sample year. For 

example, in 2011, 28%of the ‘strike’ firms and 51% of control firms have at least one 

female director. A similar pattern exists in the following years (2012: 25% as 

compared to 59%, and 2013: 30% as compared to 65%). This represents a difference 

in the board gender diversity policy as adopted by the ‘strike’ and control firms. The 

average board size of the ‘strike’ and control firms ranges from 5 to 6 members 

throughout the sample period. On average, 63% of the ‘strike’ and control firms’ 

boards are independent in nature. Approximately 66% (average across 2011 to 2013) 
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of the ‘strike’ and control firms have a remuneration committee, while on average, 

58% of the ‘strike’ and control firms’ remuneration committees are independent.  

There is a significant difference between the ‘strike’ and control firms with regard to 

the presence of female directors in the remuneration committee. Across the sample, on 

average, only 9% of the ‘strike’ firms have at least one woman in the remuneration 

committee, while control firms have an average of approximately 22.3%. The mean of 

chair/CEO duality in the ‘strike’ firms is 23%, and approximately 19% in the control 

firms. The average size of firms receiving a ‘strike’ and the control firms is similar, 

being 17.7 and 17.6 (natural logarithm of total assets) respectively. These figures 

suggest that firms that receive a ‘strike’ are relatively small firms, which is consistent 

with the findings of the study of ‘strike’ firms conducted by Monem and Ng (2013). It 

can be argued that ‘strike’ firms are smaller firms and less likely to have women on 

their boards and therefore face relatively less pressure from shareholders to mimic 

other firms due to their lack of visibility.  
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Table 4. 4 Descriptive statistics 

Descriptive statistics of 'strike' firms and control firms from 2011 to 2013 

 Sample year: 2011 Sample year: 2012 Sample year: 2013 

Descriptive 

Statistics 

‘Strike' 
sample 

n=104 

Control 
sample 

n=104 

‘Strike' 
sample 

n=108 

Control 
sample 

n=108 

‘Strike' 
sample 

n=102 

Control 
sample 

n=102 

PWD 
     

Mean 0.28 0.51 0.25 0.59 0.30 0.65 

Median 0 1 0 1 0 1 

Std. dev. 0.45 0.5 0.44 0.49 0.46 0.48 

Minimum 0 0 0 0 0 0 

Maximum 1 1 1 1 1 1 

BSIZE 
      

Mean 5.09 6 4.93 5.65 6.25 6.03 

Median 5 6 5 5 6 6 

Std. dev. 1.53 1.99 1.47 2.21 2.07 1.97 

Minimum 3 3 3 2 3 3 

Maximum 11 13 9 13 14 11 

BIND  
     

Mean 0.61 0.65 0.61 0.65 0.62 0.64 

Median 0.6 0.66 0.63 0.66 0.6 0.66 

Std. dev. 0.13 0.19 0.15 0.16 0.12 0.18 

Minimum 0 0.14 0 0.2 0.2 0 

Maximum 0.8 1 1 1 0.8 1 

PREMU 
    

Mean 0.64 0.64 0.61 0.62 0.73 0.73 

Median 1 1 1 1 1 1 

Std. dev. 0.48 0.48 0.49 0.49 0.45 0.45 

Minimum 0 0 0 0 0 0 

Maximum 1 1 1 1 1 1 

REMUIND  
    

Mean 0.57 0.59 0.52 0.57 0.59 0.63 

Median 0.75 0.75 0.66 0.8 0.75 0.8 

Std. dev. 0.45 0.45 0.44 0.46 0.43 0.43 

Minimum 0 0 0 0 0 0 

Maximum 1 1 1 1 1 1 

PWDREMU 
    

Mean 0.08 0.16 0.07 0.22 0.11 0.29 

Median 0 0 0 0 0 0 

Std. dev. 0.27 0.37 0.26 0.42 0.31 0.46 

Minimum 0 0 0 0 0 0 
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Maximum 1 1 1 1 1 1 

CHAIRCEO 
     

Mean 0.13 0.06 0.31 0.25 0.25 0.27 

Median 0 0 0 0 0 0 

Std. dev. 0.33 0.23 0.46 0.44 0.43 0.45 

Minimum 0 0 0 0 0 0 

Maximum 1 1 1 1 1 1 

FSIZE 
      

Mean 17.83 17.73 17.44 17.36 17.75 17.88 

Median 17.6 17.55 17.29 17.26 17.75 17.77 

Std. dev. 1.98 1.97 1.752 2.06 2.12 2.01 

Minimum 13.5 13.3 12.41 13.26 11.46 14.15 

Maximum 22.8 23.6 22.11 22.69 23.08 23.28 

PWD refers to the presence of women on board calculated as dichotomous variable ‘1’ for presence of women and ‘0’ otherwise. 

BSIZE refers to the board size, measured as the number of board of board members. BIND refers to the board independence 

variable, measured as the proportion of non-executive members in a given board. PREMU refers to the presence of remuneration 

committee, measured as dichotomous variable ‘1’ for presence of remuneration committee and ‘0’ otherwise. REMUIND refers 

to the remuneration committee independence, measured as the proportion of non-executive members in a given remuneration 

committee. PWDREMU refers to the presence on women in remuneration committee, measured as a dichotomous variable ‘1’ for 

presence of women in remuneration committee and ‘0’ otherwise. CHAIRCEO refers to the Chair/CEO duality, measured as 

dichotomous variable ‘1’ for chair is also the CEO and ‘0’ otherwise. FSIZE refers to the firm size, measured as the natural 

logarithm of total assets of a given firm. 

Table 4.5 provides the comparison of means, difference of means, and F-statistics with 

its p-values for ‘strike’ and control firms. The results suggest that control firms are 

more likely to have at least one female director than the ‘strike’ firms. This finding 

provides univariate support for the hypothesis. The mean differences of board size, 

board independence, presence of women on the remuneration committees and 

chair/CEO duality are also significant. However, the mean difference of operating 

revenue and total assets provide an insignificant result, indicating the effectiveness of 

size matching procedures adopted in this study. 
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Table 4. 5 Univariate analyses 

Univariate statistics of pooled data from 2011 to 2013 

Variables 
Mean for 'Strike' 

Firms 

Mean for Control 

Firms 
Mean Difference F-Statistics (p-values) 

PWD 
0.28 0.58 -0.306 49.432 

   (0.000)*** 

BSIZE 
5.41 5.89 -0.481 7.441 

   (0.007)*** 

BINDP 
0.61 0.64 -0.034 37.24 

   (0.000)*** 

PREMU 
0.66 0.66 -0.006 0.113 

   -0.737 

REMUIND 
0.56 0.6 -0.036 0.138 

   -0.711 

PWDREMU 
0.09 0.23 -0.14 109.344 

   (0.000)*** 

CHAIRCEO 
0.23 0.19 0.032 3.842 

   (0.050)* 

REV 
213839.76 240513.95 -26674.188 0.587 

   -0.444 

ASSET 
326595228.1 406526857 -79931628.9 2.358 

   -0.125 

PWD refers to the presence of women on board calculated as dichotomous variable ‘1’ for presence of women and ‘0’ otherwise, 

BSIZE refers to the board size, measured as the number of board of board members, BIND refers to the board independence 

variable, measured as the proportion of non-executive members in a given board, PREMU refers to the presence of remuneration 

committee, measured as dichotomous variable ‘1’ for presence of remuneration committee and ‘0’ otherwise, REMUIND refers 

to the remuneration committee independence, measured as the proportion of non-executive members in a given remuneration 

committee, PWDREMU refers to the presence on women in remuneration committee, measured as a dichotomous variable ‘1’ for 

presence of women in remuneration committee and ‘0’ otherwise, CHAIRCEO refers to the Chair/CEO duality, measured as 

dichotomous variable ‘1’ for chair is also the CEO and ‘0’ otherwise. REV refers to the total revenue of a given firm. ASSET 

refers to the total value of assets of a given firm. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 
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4.5.2. Empirical results and discussion 

Consistent with prior research (see, for example, Abbott et al., 2012), this study 

employs a conditional logistic regression to analyse the matched pair case/control 

study design. The results from cross-tabulation (Table 4.6) suggest that 72.3% of firms 

that receive a ‘strike’ have no women on the board. However, 27.7% of the ‘strike’ 

firms have at least one woman on the board. Moreover, 58.3% of the sample firms 

with at least one female director did not receive a ‘strike’.  

Table 4. 6 Cross tabulation 

Strike*Women on board Cross Tabulation 

   Presence of Women on Board Total 

   
0 1 

 

Strike 

0 
Count 131 183 314 

% with Strike 41.70% 58.30% 100.00% 

1 
Count 227 87 314 

% with Strike 72.30% 27.70% 100.00% 

Total 

 Count 358 270 628 

 % of Total 57.00% 43.00% 100.00% 

Table 4.7 provides strong support for the hypothesis that the presence of female 

directors lowers the incidence of receiving a ‘strike’ on the remuneration report. This 

finding is consistent with prior studies which suggest the presence of women on 

corporate boards enhances the overall monitoring function of the board (Adams and 

Ferreira, 2009). The result is also consistent with the study of Rogelberg and Rumery 

(1996) which shows that the inclusion of even one women director in an all-male board 

is likely to improve the board’s decision making process.  

Table 4.7 also shows a significant negative relationship between firms with larger 

boards and the incidence of receiving a ‘strike’. This is consistent with Schultz et al.’s 
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(2013) finding which shows that smaller boards are likely to have lower pay-to-

performance sensitivity. Moreover, the result shows a significant negative association 

between board independence and the presence of women on the board. This is 

consistent with the notion that independent boards are likely to enhance the boards’ 

monitoring responsibilities (Anderson et al., 2004). Moreover, the results provide 

significant support for remuneration committee independence and for the presence of 

women on the remuneration committee as reducing the likelihood of receiving a 

‘strike’. This is consistent with prior literature which shows that the inclusion of 

women in small groups enhances group efficacy and is likely to produce better results 

than would be the case otherwise (Eagly, Makhijani and Klonsky, 1992).  

Other control variable signs (positive or negative) in Table 4.7 are consistent with the 

expected signs given in Table 4.3, except for firm size and presence of remuneration 

committee. The positive sign of firm size is due to the insignificant difference between 

the means of ‘strike’ and control firms. On the other hand, the positive sign of the 

presence of a remuneration committee suggests that the existence of a remuneration 

committee may not reduce the incidence of ‘strike’; however, the independence of the 

remuneration committee and the presence of women on the remuneration committee 

are likely to minimise the incidence of a ‘strike’. 
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Table 4. 7 Condition logistic regression 

Conditional Logistic Regression Results 

Variables Predicted Sign Parameter estimate Z-Statistics (p-values) 

PWD - -1.279 
-5.726 

(0.00)*** 

BSIZE - -0.093 
-1.695 

(0.08)* 

FSIZE - 0.162 
2.945 

(0.003)*** 

BINDP - -1.065 
-1.895 

(0.05)** 

PREMU - 1.173 
2.125 

(0.03)** 

REMUIND - -1.147 
-1.954 

(0.05)** 

PWDREMU - -0.466 
-1.609 
(0.09)* 

CHAIRCEO + 0.073 
2.945 

(0.733) 

    

Obs. 628   

Pseudo R Squared 0.125   
 

 

PWD refers to the presence of women on board calculated as dichotomous variable ‘1’ for presence of women and ‘0’ otherwise. 

BSIZE refers to the board size, measured as the number of board of board members. FSIZE refers to the firm size, measured as 

the natural logarithm of total assets of a given firm. BIND refers to the board independence variable, measured as the proportion 

of non-executive members in a given board. PREMU refers to the presence of remuneration committee, measured as dichotomous 

variable ‘1’ for presence of remuneration committee and ‘0’ otherwise. REMUIND refers to the remuneration committee 

independence, measured as the proportion of non-executive members in a given remuneration committee. PWDREMU refers to 

the presence on women in remuneration committee, measured as a dichotomous variable ‘1’ for presence of women in 

remuneration committee and ‘0’ otherwise. CHAIRCEO refers to the Chair/CEO duality, measured as dichotomous variable ‘1’ 

for chair is also the CEO and ‘0’ otherwise. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 

4.6. Robustness checks 

In order to the check the robustness of the results, firstly, the study uses different 

measures of independence of the board and independence of the remuneration 

committee. Instead of using a percentage of independence, the study uses dichotomous 

variables ‘0’ and ‘1’ if the proportion of independent board members and independent 

remuneration committee members is greater than 50%. However, the results indicate 

significant support for the presence of at least one woman on the board as lowering 

the likelihood of receiving a ‘strike’ on the remuneration report. Secondly, the study 
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employs the percentage of women (to capture the effect of multiple women) on the 

board instead of a dichotomous variable ‘0’ and ‘1’ for the presence of women on the 

board. The results provide significant support for the hypothesis.  

Thirdly, the study uses two different models to avoid the multicollinearity problems 

of the presence of a remuneration committee and the independence of remuneration 

committee members. One model excludes the presence of the remuneration committee 

and the other model excludes the independence of the remuneration committee, with 

the remainder of the control variables remaining the same. The results from both 

models support the hypothesis. Lastly, the study includes some firm related 

characteristics in the model to check the robustness of the results. Variables such as 

financial leverage (measured as total debt to equity ratio) and BIG4 (if the firm is 

audited by the BIG 4) are included in the model; however, the results remain 

consistent, providing support for the hypothesis. 

4.7. Conclusion 

The present study investigates the relationship between one form of board diversity, 

that is, the presence of female directors, and the likelihood of receiving a ‘strike’ on 

the remuneration report from shareholders. The primary motivation of this study is 

drawn from Adams and Ferreira (2009), suggesting that women on corporate boards 

enhance the board monitoring mechanism. The study builds on prior studies which 

suggest that the inclusion of women on boards creates heterogeneity and cohesiveness, 

which facilitate communication and coordination and thus improve group decision 

making processes. The results provide support for the claim that when women are 

present on boards, companies are better able to deal with shareholder concerns, hence, 
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bridging the gap between shareholders and directors by upholding shareholders’ 

confidence.  

The study develops a matched-pair sample of the ‘strike’ and control firms, matched 

by GICS industry classification, total revenue, and same fiscal year-end since the 

inception of the ‘two-strike’ rule in 2011 to 2013. By employing the conditional 

logistic regression on the matched-pair ‘strike’/control sample, the study finds a 

significant association between the presence of women on boards and the likelihood 

of receiving a ‘strike’ on the remuneration report. The results are consistent with prior 

studies which show that the inclusion of female directors improves board monitoring 

function and thus enhances shareholder confidence. The relative frequency of presence 

of women on boards in the sample firms reveals that approximately 72% of the ‘strike’ 

firms and 42% of the control firms did not include a single woman on their boards.  

Since the inclusion of gender diversity recommendations in the ASX Corporate 

Governance Principles and Recommendations in 2010, there has been a significant 

increase in women joining corporate boards. However, due to their smaller size and 

the lack of visibility, many of these firms do not comply with the corporate governance 

recommendations. Moreover, the results suggest that the presence of a remuneration 

committee does not necessarily reduce the incidence of strike; however, the 

independence of the remuneration committee and the presence of women on the 

remuneration committee may reduce the likelihood of receiving a ‘strike’. Since most 

of the ‘strike’ firms are small in size, this is an important area that smaller firms may 

wish to address in order to enhance shareholder confidence and thus lower the 

incidence of ‘strikes’ on the remuneration report. 
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The study contributes to the gender diversity literature in two ways. Firstly, this is 

probably the first study that goes beyond traditional studies that examines the impact 

of female directors on firm performance by investigating the impact of the presence of 

women on boards on the agency problem (aligning the interest of shareholders and 

directors of a firm). Secondly, the present study is unique in terms of the sample 

selection. Since most of the firms receiving a ‘strike’ on the remuneration report are 

smaller firms, consistent with the institutional perspective, these firms are less likely 

to face external pressure to enhance gender diversity at the board level. This argument 

mitigates the concern about women being a ‘token’, thus providing a distinctive 

platform to examine the impact of the presence of women on boards on the governance 

mechanism of the board. 

The findings of the present study need to be interpreted with care. Like most empirical 

studies, this study is also subject to a number of limitations. One of the potential 

limitations of this study is that it does not provide any direct evidence as to whether 

female directors significantly change the governance function of the board. There may 

be other potential variables that signify the relationship between the presence of 

women on boards and the likelihood of receiving a ‘strike’ on the remuneration report 

but were omitted from the study. Moreover, other studies may consider investigating 

firm characteristics and the likelihood of receiving a ‘strike’ on the remuneration 

report.  
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Chapter 5: Gender Diversity in Corporate 

Boards and Continuous Disclosure 

5.1. Introduction 

Gender diversity is an emerging issue in corporate governance. There have been calls 

in several countries, including Australia, Belgium, Norway, Spain, Sweden, and the 

U.K., for greater participation of women in the corporate sector, especially in corporate 

boards (e.g., Gul et al., 2011; Liu et al., 2014; The Economist, 2014; Gyapong, Monem 

and Hu, 2016). In Australia, the Institute of Company Directors (AICD) and the 

industry lobby group Business Council of Australia (BCA) have called for greater 

participation of females in corporate boards and senior executive roles (AICD, 2016; 

BCA, 2016).5 Moreover, the Australian Securities Exchange (ASX) Corporate 

Governance Council (2010) recommended that listed entities have a diversity policy 

aimed at improving gender diversity across the whole entity as well as the board and 

in senior executive positions.  

                                                           

5 The AICD has called for all boards to have 30% female directors, urging the ASX 200 companies to 

meet this target by the end of 2018 (AICD, 2016). Similarly, the BCA launched its Action Plan for 

Enduring Prosperity in July 2013. One of the goals of this plan was to increase the number of women in 

senior roles in BCA organisations to 50% in the next decade (BCA, 2106). Similarly, in 2015 Senator 

Nick Xenophon introduced a bill in the Australian parliament for a 40% quota for female directors on 

government boards. The bill was later rejected by a senate committee. 
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This study investigates whether, relative to all-male boards, gender-diverse boards of 

ASX-listed firms make more frequent and greater volume of disclosure6 to the capital 

market.  The study is motivated by the growing importance placed on gender diversity 

and continuous disclosure to the capital market.7, 8 The ASX Listing Rule 3.1 stipulates 

that  ASX-listed firms are required to disclose immediately any information that is 

likely to have any impact on the price or value of the firm.9 This listing rule has legal 

backing. Violation of the Listing Rule 3.1 potentially breaches Section 674(2) of the 

                                                           
6  The measurement of the volume of disclosure by the number of pages used to make a specific 

disclosure. 

7 Some of the examples of the type of information that requires immediate disclosure are a transaction 

that would lead to a significant change in the nature or scale of the entity’s activities, a material mineral 

or hydrocarbon discovery, a material acquisition or disposal, the granting or withdrawal of a material 

licence, entering into a material agreement, variation or termination of a material agreement, becoming 

a plaintiff or defendant in a material law suit; the fact that the firm’s earnings will be materially  different 

from market expectations, the appointment of a liquidator, administrator or receiver; giving or receiving 

a notice of intention to make a takeover, and any rating applied by a rating agency to a firm or its 

securities and any change to such a rating (ASX, 2016).  

8 Despite the continuous disclosure requirement, managers still exercise significant discretion over the 

timing, frequency, and volume of disclosure.  

9 The ASX Listing Rule 3.1A lists the circumstances in which Listing Rule 3.1 does not apply. These 

include if the disclosure would amount to a breach of  a law, the information is related to an incomplete 

proposal or negotiation, the information comprises matters of supposition or is insufficiently definite to 

warrant disclosure, information generated for internal purposes only, the information is a trade secret, 

the information is confidential and the ASX has not formed the view that it is no longer confidential, 

and a reasonable person would not expect the information to be disclosed (ASX, 2016). 
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Australian Corporations Act 2001. Firms and persons responsible for breaching the 

rule may face both criminal and civil charges.  

The present study focuses on how an ASX-listed firm’s disclosure practices are 

associated with improvement in gender-diversity at the board level. Prior studies 

suggest that board composition is related to corporate disclosure strategy (e.g., Eng 7 

Mak, 2004; Gul and Leung, 2004; Cheng and Courtenay, 2006; Lim, Matolcsy and 

Chow, 2007; Garcia-Meca and Sánchez-Ballesta, 2010). Changing board composition 

has serious economic consequences for a firm for at least two reasons. First, firms 

optimally organise their boards to suit their economic characteristics and their 

demands for advising and monitoring roles of boards (Linck, Netter and Yang, 2008; 

Monem, 2013). Second, because board positions are extremely limited, each board 

position offered to a female director, either by adding more board positions or by 

replacing some of the existing male directors, potentially changes the value of the 

board and board dynamics (Gyapong et al., 2016). Given that female directors may 

bring very different experience, talent and perspectives to the board.  Thus, whether 

firms actually benefit from increasing the number of female directors on the board in 

terms of their continuous disclosure obligation and thereby contribute to capital market 

efficiency, is relevant for shareholders, market regulators, and board strategists and 

consultants.  

It is unclear how increased gender diversity will affect the disclosure strategy of a firm, 

and thereby, its frequency and volume of disclosure. On the one hand, there are several 

reasons to believe that gender-diverse boards will make more frequent and greater 

volume of disclosure. For example, the presence of female directors improves board 

monitoring (e.g., Adams and Ferreira, 2009; Gul et al., 2011) and helps a firm’s stock 
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prices convey more firm-specific information (Gul et al., 2011). In addition, female 

directors bring more democratic leadership styles to the board (e.g., Trinidad and 

Normore, 2005; Knippen, 2014). On the other hand, a gender-diverse board may 

appear to be divisive. The board may be divided into smaller sub-groups and this could 

lead to dysfunctional behaviour lowering corporate disclosure. Thus, whether gender-

diversity really improves the frequency and volume of corporate disclosure remains as 

an empirical question.  

The investigation is timely given the importance of continuous disclosure through the 

Listing Rule 3.1 for ensuring the integrity and efficiency of the ASX market and given 

the important role of corporate disclosure in capital market efficiency (Healy and 

Palepu, 1993; 2001) and in improving informativeness of stock prices (Gul et al., 

2011) and the calls for women’s participation in corporate boards. This study is likely 

to provide further evidence of the effects of gender-diverse boards. If gender diversity 

leads to less-frequent and lower-volume of disclosure, then firms appointing female 

directors need to formulate appropriate strategies for upholding the continuous 

disclosure regulation. In contrast, if gender-diverse boards are found to be associated 

with more frequent and greater volume of corporate disclosure, then the present study 

contributes to the growing evidence of the business case for gender diversity. 

The study uses a sample of 418 firms from the ASX top 500 firms over the period of 

2009- 2013. The proportion of women on corporate boards is a proxy for measuring 

gender diversity at board level. Similar to Matolcsy et al., (2012), the study employs 

two different proxies for measuring the frequency of continuous disclosure practices 

in a given year: (1) the total number of market-sensitive disclosures, and (2) the total 

number of disclosures not sensitive to the market (non-market-sensitive disclosures). 
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Additionally, following prior studies (e.g., Krippendorff, 1980; Marston and Shrives, 

1991; Hackston and Milne, 1996) the study adopts a content analysis approach by 

counting the number of pages to measure the volume of disclosure for each disclosure 

document. After controlling for several other corporate governance and firm 

characteristics, the study finds a positive and significant relationship between board 

gender-diversity and the frequency and the volume of both types of continuous 

disclosures. The findings further suggest that more than one woman is required on the 

board to make a difference in continuous disclosure practices. Thus, the findings from 

the present study are consistent with the prediction of the critical mass theory (Kanter, 

1977; Kristie, 2011). Overall, the results provide evidence that gender-diversity 

contributes to market efficiency by increasing the level of disclosures. 

The present study is timely and important given recent findings that women can be 

deprived of board membership due to the “glass ceiling” (Gyapong et al., 2016). 

Despite a push in recent years by industry groups, political leaders, and professional 

bodies to improve board-gender diversity in Australia, there were only 21.7% and 

19.9% female directors in the ASX 200 and ASX 300 firms by the end of 2015, 

respectively (AICD, 2016). By comparison, this rate reached only 16.5% in the firms 

listed in the All Ordinaries index (AICD, 2016). Proponents of board reform 

worldwide argue that gender-diversity improves board effectiveness and overall 

corporate governance (e.g., Catalyst, 2011; International Corporate Governance 

Network, 2013). This study contributes to the corporate governance literature by 

providing evidence that gender-diverse boards make more frequent and greater volume 

of disclosure to the capital market. Thus, to the extent that disclosures improve 

information environment, the results from this study suggest that gender-diverse 

boards contribute towards improving capital market efficiency. Although the case for 
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gender-diverse boards can be argued from a social equity perspective, and gender 

diversity can engender benefits in terms of social legitimacy, unless a business case is 

made for it, firms are unlikely to embrace gender diversity in boards. Moreover, 

regulatory intervention (in the form of quotas) may be costly for the society as a whole 

because of potential unintended consequences. 

The chapter proceeds as follows. Section 5.2 reviews the relevant literature and 

proposes the hypotheses. Section 5.3 discusses the research design. Section 5.4 

presents the results. Section 5.5 reports further analyses and section 5.6 concludes the 

chapter. 

5.2. Theoretical framework  

5.2.1. Agency theory 

An agency relationship builds between two people, principal and agent. This 

relationship involves a contract in which the principal engages an agent to work in the 

best interest of the principal (Moles and Terry, 1997). However, an issue arises when 

the agents do not work as expected and serve their own interests. This issue creates an 

agency cost which the principal has to bear in terms of monitoring the agent’s work. 

In the early days, corporations were run by owner managers and thus they did not find 

any agency conflict. However, today, managers are responsible for operating large 

public organisations. Managers might not have any significant stake in the ownership 

of today’s organisations. Shareholders (owners) of the organisations delegate the 

operations to the professional management with a view that the management will serve 

the best interest of shareholders.  
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The principal (shareholders) and agent (managers’) relationships within an 

organisation have been the centre of attention for the past century. Earlier work of 

Means (1931) discusses this relationship and observes that “Ownership of wealth 

without appreciable control, and control of wealth without appreciable ownership, 

appear to be the logical outcome of present corporate development” (p. 68). The 

separation of the interest of the shareholders and that of the managers, creates an 

agency problem in an organisation. Jenson and Meckling (1976) describe that leaving 

the control of a firm in the hands of managers, creates a moral hazard for managers 

that might lead to their becoming opportunistic and ignoring the interests of the owners 

of the organisation. Fama (1980) suggests that individuals are self-interested and act 

in ways that are self-serving. 

Within firms, corporate boards are responsible for the smooth functioning of the 

operations of firms and for serving the best interests of shareholders. The board of 

directors possesses ultimate authority and control over firm affairs, and thus is 

answerable for any management’s opportunism to shareholders. Boards of directors 

are aware that management might be involved in activities that best serve their own 

interest, therefore boards of directors put in place a mix of strategies to curb 

management’s opportunism. These strategies might be a combination of monitoring 

and incentives. Beatty and Zajac (1994) suggest that monitoring enhances the 

information environment of a firm and incentives to managers help align their interest 

with the owners of a firm (shareholders). However, major corporate collapses reflect 

the fact that boards of directors fail to monitor management and let managers operate 

the affairs of the firm at their discretion.  
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Proponents of agency theory argue that separating the role of CEO and that of the chair 

of the board and making the board more independent might help boards of directors 

better monitor management affairs (Eisenhardt, 1989; Shleifer and Vishny, 1997). 

Westphal (1999) suggests that independent board members are likely to curb the 

opportunistic behaviour of managers and align their interests with those of 

shareholders. On the other hand, prior literature suggests that improving incentives for 

top management personnel also helps attain desired managerial behaviour (Matsumura 

and Shin, 2005). 

In response to the immense pressure exerted by researchers and economists, the 

regulators in the U.S. passed the Sarbanes-Oxley Act in 2002, which proposed the 

code of good corporate governance. Similar to the U.S., in Australia, the ASX 

Corporate Governance Council introduced the ASX Corporate Governance 

Principles and Recommendations. These governance recommendations provide 

guidance for firms to improve their governance mechanism. These recommendations 

include, but are not limited to, the separation of the CEO and chair roles, having a 

majority of independent directors on corporate boards, having independent audit and 

other committees, and market sensitive information disclosure etc. With time, the ASX 

Corporate Governance Council amended these guidelines to include more robust 

recommendations. 

Prior literature supports the idea that efficient boards align the interest of shareholders 

with that of management by acting in a way to reduce information asymmetry between 

the parties. Foo and Zain (2010) emphasize that diligent boards are active boards and 

are likely to reduce agency cost through better disclosure practices. Prior research 

indicates that a female presence in boardrooms increases overall attendance of the 
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board members, and that that reflects their monitoring ability (Adams and Ferreira, 

2009). According to Gul et al., (2011), gender diverse boards are efficient boards and 

are likely to create a well-organized information environment and improve 

informativeness of stock prices through better public disclosures. Investors also value 

the addition of females to boards because of their independent thinking and better 

governing characteristics (Adams, Gray and Nowland, 2011). Moreover, women on 

boards are likely to engage in activities that reduce the information asymmetry 

problem, which in turn minimises the agency issue (Upadhyay and Zeng, 2014).  

5.2.2. Efficient market hypothesis 

Efficient market hypothesis is the proposition that the securities of the firm reflect the 

true value of the firm based on all the information available about the firm. The 

efficient market hypothesis was first studied by Malkiel and Fama (1970), who 

produce an excellent review of theory and empirical work associated with efficient 

markets. They suggest that the main trigger behind any price change of the security of 

the firm is the arrival of new information. In his view, a market is an efficient market 

if it quickly absorbs the new information and adjusts accordingly. Thus, at any point 

in time, prices of securities in efficient markets reflect all publically accessible 

information to investors.  

Malkiel and Fama (1970) discuss three forms of market efficiency. First, the weak 

form of efficiency in which the security prices are based on the information contained 

in the historical security prices only. This technique is used by financial planners who 

predict the future security prices on the basis of past prices and trading volume. 

Second, the semi-strong form of efficiency in which the security prices reflect all 

publically accessible information. Publically available information includes historical 
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data as well as the current information such as the company’s annual report, earnings 

and dividends announcements, and mergers and acquisition announcements. Third, the 

strong form of efficiency in which the security prices reflect all existing information, 

both public and private. This form of efficiency is primarily to discourage insider 

trading.  

The only way when a firm’s security is not reflective of all the information in a strong 

form of market efficiency, is when the management of the firm, at their own discretion, 

withholds information. There might be various reasons for non-disclosure of 

information. For example, the information is a trade secret or the disclosure of certain 

information might harm the firm’s competitiveness in the market. In Australia, the 

issue of prompt disclosure of pertinent information to the market was first discussed 

in November 1991 when the House of Representatives Committee on Legal and 

Constitutional Affairs issued a report on the Corporate Practices and the Rights of 

Shareholders. The report emphasized the importance of continuous disclosure by ASX 

listed companies. Later, it became a part of ASX Listing Rules. In 1994, continuous 

disclosure was enforced through statutory regulation with the introduction of the 

Corporate Law Reform Act 1994. There have been cases where management failed to 

disclose important information to the market and received a breach penalty for non-

disclosure from ASIC. However, the effectiveness of the continuous disclosure 

provision is contestable as it allows exemptions to directors for keeping confidentiality 

if it is absolutely necessary, in order to maximise the value of the firm.  
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5.3. Literature review and hypotheses development  

 5.3.1. Women on boards and corporate governance 

Diversity in the composition of boardroom is an important consideration in achieving 

better corporate governance as it brings wider and different ranges of experiences and 

ideas. Dalton et al., (1999) conducted a meta-analysis of boardroom studies and 

suggested that the boardroom performance is affected by power imbalance from board 

composition and the CEO/Chairman role. Thus, there is need of dismantling the board-

interlocking nature of board appointments from a small pool of individuals. This 

remains a challenge for today’s corporate boards. A very effective way to achieve this 

objective is by encouraging more gender diversity on corporate boards. As women are 

more transformational leaders than men, once they are in a leadership role, they do not 

only bring new ideas and perspectives to boardrooms but also inspire other women to 

climb and achieve leadership positions.  

Since the past two decades, there have been calls for improving gender diversity in 

boardrooms around the globe. In some countries, regulators and policy makers have 

responded to the calls by introducing gender quotas, while others have included it 

either as a recommendation in their corporate governance codes or are still keeping it 

voluntary for organizations. Carter et al., (2003), while studying the effect of gender 

diversity on firm performance, suggests that boards may voluntarily embrace diversity 

if the “business case” is made for it. Subsequently, there has been a plethora of 

literature that examines the “business case” of gender diversity. 

In finding consequences of women on boards, until the late 2000s, literature that goes 

beyond the traditional gender-firm performance relationship is scant. Adams and 
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Ferreira (2009) have changed the dynamics of all prior literature by giving an insight 

into what women really do when they are in boardrooms. Their final sample consists 

of 8,253 firm-year observations from Standard and Poor’s (S&P) 500 organizations 

from 1996-2003. In their initial analysis, they find that women behave differently from 

men when in boardrooms. More specifically, women have less attendance problems in 

board meetings and when there are a greater proportion of women in the boardroom, 

it improves the attendance behaviours of male counterparts. This suggests that having 

women in boardrooms significantly affects the board inputs. They further find in their 

initial analysis that women are likely to participate in monitoring committees such as 

audit, nomination, and corporate governance committees. Moreover, having women 

in boardrooms affects the governance mechanism of boards. They find direct evidence 

that boards with greater female presence are likely to hold the CEO accountable for 

poor stock performance. After controlling for other governance related characteristics, 

their finding suggests that the CEO turnover is sensitive to stock performance in firms 

with a greater proportion of women in the boardroom. Lastly, they find that firms with 

women in their corporate boards provide more equity-based compensation to their 

board of directors. In terms of firm value, Adams and Ferreira (2009) suggest that 

women in boardrooms, with their monitoring characteristics, are beneficial for firms 

with weaker shareholder rights and thus ultimately enhance firm value. Adams and 

Ferreira’s (2009) results are reasonably robust as they undertake sound procedures to 

minimise omitted variable and causality bias. Their overall result suggests that women 

are better monitors than men and they positively affect the governance mechanism of 

firms, which in turn improves firm value. Adams and Ferreira’s (2009) finding was 

revolutionary in the gender diversity literature and has given a new stream in which 
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researchers are more likely to examine consequences of women on corporate boards 

other than the traditional gender-firm performance relationship. 

Nielsen and Huse (2010) examine the contribution of women in boardrooms’ practices 

and effectiveness. They conducted a survey of 201 Norwegian firms on a 5-point 

Likert-type scale in 2003. Firstly, they hypothesized that having women on corporate 

boards is positively associated with a board’s strategic control. They defined board 

strategic control as the ability of a board to monitor decisions relating to firm strategy, 

organizational practices and policies. These decisions are complex and creative and 

require analytical and visionary skills from a broad perspective. They measure board 

strategic control by looking at board involvement in four different types of strategic 

decisions that are associated with firm strategy: a) corporate social responsibility, b) 

human resources, c) health and safety, and d) product and quality. Secondly, they 

hypothesize that women on corporate boards are significantly and positively 

associated with board processes. They defined board processes as board 

developmental activities, open debate, and conflict. Lastly, they find the effect of 

board processes on board strategic control. Their findings suggest that the effect of 

women on board effectiveness is differential and that it depends on the nature of task. 

Moreover, the relationship between women on boards and board effectiveness is 

mediated through board processes. Thus, they interpret their findings as women on 

boards affect board processes, which in turn improve board effectiveness in strategic 

control. 

Bear et al., (2010) provide evidence for the impact of women in boardrooms on 

corporate social responsibility and firm reputation. They argue that increased scrutiny 

of boards improve corporate governance mechanisms. It is reasonable to expect that 
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board characteristics such as board gender composition are likely to affect firm 

reputation, which in turn enhances firm value. Their sample is based on all 59 health 

care firms from the Fortune’s 2009 Most Admired List. First, they develop the 

relationship between corporate social responsibility strength ratings and corporate 

reputation. Then they hypothesize that having women on corporate boards is positively 

associated with the corporate social responsibility strength ratings. Finally, they seek 

to examine that corporate social responsibility strength ratings mediate the relationship 

between women directors and firm reputation. The ratings for firm’s reputation and 

CSR are taken from the Fortune’ 2009 Most Admired List and KLD database 

respectively. After controlling for firm and governance characteristics, their result 

suggests that having women on corporate boards is significantly and positively 

associated with corporate social responsibility ratings and firm reputation and that the 

corporate social responsibility ratings are mediators of the relationship between 

women in boardrooms and corporate reputation. Although, their sample size and 

normality assumption does not allow the use of the Sobel test for robustness, they used 

bootstrapping to further confirm mediation findings.  

Abbott et al., (2012) examine the relationship between the presence of women in 

boardroom and the likelihood of financial restatement. Their argument is based on the 

issue of groupthink. Groupthink can be detrimental at board level, as it is a thinking 

mode when group members are deeply involved in a cohesive in-group (Janis, 1972). 

Abbott et al., (2012) believe that having women in boardrooms, with their broader 

perspective, enhances the mental independence of the board, which in turn reduces the 

tendency of groupthink at board level. Their sample is based on the GAO 2002 report 

of firms with reported restatement from 1997 to 2002. They divided the firms into two 

samples with firms’ report financial restatement based on annual and quarterly cycles. 
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After eliminating firms with missing data and firms stating restatement due to 

discontinued operations, a final sample of 278 and 187 firms are taken who state 

financial restatement annually and quarterly respectively. They adopt the conditional 

logistic regression approach by matching restatement and control firms. The matching 

criterion is based on the total asset and firm value. Their result suggests that firms with 

at least one woman on the board have a reduced likelihood of financial restatement. 

They interpret the significance of their result by elaborating that the failure to identify 

a material error in a financial report is a failure of corporate governance. Thus women 

with their monitoring characteristics, improve the governance mechanism of the board, 

which reduces the shareholders’ concern of the likelihood of financial restatement.  

Triana et al., (2013) examine the role of women directors as predictors of strategic 

change in a firm. They argue that when corporate boards are demographically diverse, 

there is a high likelihood that the board receives diverse knowledge and information 

from directors. However, these diverse views and choices can be detrimental to a 

board’s ability to reach consensus. They further discuss that the power of directors is 

important as it affects adoption and movement of ideas within a firm. The sample 

consists of Fortune 500 firms from year 2002 to 2004. The final sample of 462 firms 

is obtained after eliminating non-surviving and non-publically listed firms from the 

sample period. They proxy strategic change on the basis of how firms are allocating 

their resources. Following prior research, they used six dimensions of strategic change: 

advertising intensity, research and development intensity, plant and equipment 

newness, non-production overhead, inventory levels, and financial leverage. They 

used the Blau index as a board gender diversity variable and Finkelstein’s (1992) 

structural, prestige, ownership, and expert power dimension as a proxy for the power 

of women directors. Their findings suggest that when women directors have greater 
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power and the board is not experiencing threat due to low firm performance, having 

women on corporate boards is significantly and positively associated with strategic 

change. In contrast, when women directors have greater power and that board is prone 

to threat due to low performance, having women on corporate boards is significantly 

and negatively associated with strategic change. This suggests that the women 

directors’ ability to affect strategic change is dependent on firm performance and the 

power of women directors.  

Jane Lenard, Yu, Anne York and Wu (2014) initiate the debate of the effect of having 

women on corporate boards on firm risk. They argue that firm performance volatility 

increases cost of accessing external capital and thus increases firm risk. They expect 

that the gender diverse board is likely to manage risk by achieving lower variability of 

corporate performance. Their sample consists of 5754 firm-year observations from the 

RiskMetrics database from 2007 to 2011. Their proxy of firm risk is the standard 

deviation of monthly stock return, daily stock return, and market-adjusted stock return 

of firms in each year. Their finding suggests that firms with women on their corporate 

boards are less likely to have volatility in their corporate performance. Moreover, 

larger boards are likely to access resources such as demographic diversity and they are 

associated with the better outcome of lower variability of corporate performance. Their 

findings support the prior literature that declares women are better monitors than men 

and that the presence of women on corporate board improves governance, which 

produces smooth financial statements.  

Recently, Perryman, Fernando and Tripathy (2016) also examine the association 

between women in boardrooms and firm risk. They argue that women in top 

management positions are likely to take paths of more prudent risk than men. This 



Determinants and consequences of women on corporate boards: Australian evidence 

134 | P a g e  
 

does not suggest that women are more risk averse, but women have the capability to 

choose paths where they can avoid or manage risk. This is consistent with the 

Atkinson, Stanley, Baird and Frye (2003) study which suggest that female leaders 

achieve comparable performance to male leaders despite choosing completely 

different risk strategies. Thus, it is reasonable to expect that the performance is still 

likely to increase steadily even when the cautious risk route is adopted. Their sample 

consists of 20,655 firm-year observations from 1992 to 2012. They use beta and 

standard deviation of firms’ daily stock return in each year as a proxy of firm risk. By 

using Bowman’s risk-return paradox, they suggest in their findings that women in 

leadership positions tend to lower the risk-taking behaviour of a firm and still improve 

the firm’s performance. This supports their earlier argument that women are not risk 

averse, however they are better at managing risk while improving performance. They 

further extend their study and find that women, when in leadership positions, reduce 

the wage gap between men and women at the executive level. 

5.3.2. Women on board and information environment 

Women, as democratic and transformational leaders, are likely to influence the 

information environment of a firm. Building on Adams and Ferreira’s (2009) 

arguments of women as better monitors, Gul et al., (2011) examine the relationship 

between board gender diversity and the informativeness of stock prices. They contend 

that women, through their oversight role over the managers of firms, make them 

accountable and transparent. Moreover, women are likely to change the dynamics of 

board decision making by bringing different perspectives and asking pertinent 

questions. These characteristics of women may allow the rest of the board members to 

pay particular attention to the consequences of their decisions. The authors also 
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acknowledge that some prior studies provide arguments that board heterogeneity may 

give rise to conflict and hinder timely decision making. However, a plethora of 

literature supports the claim that firms benefit from hiring women on corporate boards. 

Gul et al., (2011) use the sample of 5,021 firm-year observations from the Corporate 

Library database over the period of 2001 to 2006. They capture the stock price 

informativeness through logistic relative idiosyncratic volatility of stock returns. After 

controlling for firm and corporate governance characteristics, earnings quality, and 

ownership structure, the result suggests that firms with women on their corporate 

boards are likely to disclose more firm specific information. Their findings further 

contend that the relationship between gender diverse boards and informativeness of 

stock prices is stronger in firms with weaker corporate governance. Thus, a gender 

diverse board acts as a substitute governance mechanism in companies with weaker 

corporate governance.  

When women on corporate boards, through their monitoring mechanism, improve the 

information environment, it suggests that women in boardrooms are bridging the gap 

between shareholders (principals) and managers (agents) of a firm. Prior literature 

argues that the separation of ownership and control between shareholders and 

managers gives rise to agency cost (Jensen and Meckling, 1976). More direct evidence 

of a relationship between women on corporate boards and agency conflict is provided 

by Jurkus, Park and Woodard (2011). They investigate the effect of women directors 

in Fortune 500 firms on agency cost. Their final sample comprises 3,172 firm-year 

observations taken from the Catalyst report over the period of 1995 to 2005. The 

amount of Free Cash Flow of sample firms is used as a proxy for agency cost. The 

reason behind this proxy is that managers, due to their opportunistic behaviour, are 

likely to overinvest a substantial amount of Free Cash Flow in low growth firms. The 
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Free Cash Flow is not an issue in high growth firms as they are usually short of cash 

and mostly rely on external funding for their new projects. The authors also used 

dividend payout as another proxy for agency cost. Dividend payout indicates firms’ 

ability to generate future profits and reduces any Free Cash Flow which might become 

a reason for overinvestment by managers. Their findings suggest that a female 

presence in boardrooms is significantly and negatively related to agency cost. 

However, the results do not hold when the authors undertake procedures to minimise 

endogeneity concerns. They provide further evidence that external factors also 

influence the relationship between women on corporate boards and agency cost. 

Lastly, they suggest and support that gender diverse boards can be used as substitutes 

of governance in firms where strong external governance is absent.        

Upadhyay and Zeng (2014) provide more robust empirical evidence for the effect of 

gender diverse boards on the corporate information environment. They build their 

argument on the basis of prior studies which suggest women on corporate boards bring 

a variety of skills to the boardroom that are essential for monitoring management 

activities and hold CEOs accountable for poor stock performance. Their sample 

consists of 3,018 firm-year observations from S&P 1500 firms over the period of 2000 

to 2003. The authors used the Herfindahl Index as a proxy for gender diversity on 

corporate boards. To measure the corporate information environment, the authors 

developed a corporate opacity index based on four individual proxies: analyst 

following, analyst forecast error, bid-ask spread, and share turnover. These proxies of 

corporate opacity index measure quantity, accuracy, and uncertainty of information. 

After controlling for firm and governance specific characteristics, the results suggest 

that women on corporate boards are significantly and negatively associated with 

corporate opacity. This implies that a female presence in boardrooms brings 
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transparency to their information environment. The results are robust to alternative 

measures of gender diversity and to other tests authors have undertaken to minimise 

the endogeneity concern.  

The studies reviewed in this section outline how women on corporate boards, through 

their leadership style and monitoring characteristics, affect the general information 

environment of a firm. However, the issue of prompt disclosure of information, which 

is sensitive to market, is a different dimension of information environment research. 

The next sub-section reviews studies that examine the relationship between the 

corporate governance and continuous disclosure practices of a firm.     

5.3.3. Continuous disclosure and corporate governance 

Following the high profile corporate collapses during the 1980s, there have been 

concerns relating to the quality and frequency of corporate disclosures. More 

specifically, how the ASX enforces its listing rules in relation to developing a more 

efficient market. Initially it was voluntary for companies to disclose any information 

and was at managers’ discretion. The recommendation from the Corporate Law 

Reform Bill 1992 resulted in an amendment to the Corporate Law Reform Act 1994 

and introduced the Enhanced Disclosure regime, effective from 1st July 1994. The 

Enhanced Disclosure regime then introduced a provision of the Continuous Disclosure 

to enhance the enforcing ability of the ASX listing requirement, effective from 5th 

September 1994. Under these statutory sanctions, a reckless or intentional 

contravention by a listed company is an offence (s1001A) and could incur primary 

liability and a corporate penalty (s1312).  

Brown, Taylor and Walter (1999) were the first researchers to study the impact of 

statutory sanctions on the level and information content of corporate disclosure. Their 
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sample firms are taken from 1992 to 1996 to understand the pre and post impact of 

statutory sanctions. Politicians and regulators expect that the introduction of civil and 

criminal penalty should significantly improve corporate behaviour in terms of creating 

an efficient capital market. Brown et al.’s (1999) findings suggest that total corporate 

disclosure has increased since the introduction of the corporate and civil penalties for 

non-disclosure firms. The disclosure is sensitive to market and has an effect on the 

securities of the firms and is only increased in firms which are likely to reveal bad 

news and perform poorly. In contrast, the consequences of disclosure such as analysts’ 

earnings forecast, did not change substantially after the introduction of statutory 

sanctions. Their study was limited to only two years post sanctions, thus the results 

may not be reflective of the fair effect of the statutory sanctions.  

Later on, the researchers (see for example, Eng and Mak, 2003) widen the focus and 

begin to examine the relationship between corporate governance and disclosure 

practices by a firm. Eng and Mak (2003) studied the firms listed on the Singapore 

Stock Exchange in 1995. In their study, they seek to investigate the relationship 

between corporate governance and voluntary corporate disclosure. More specifically, 

they examine the impact of ownership structure and board composition on voluntary 

corporate disclosure. They argue that ownership structure plays a key role in corporate 

disclosure. For example, they suggest that when managerial and block-holder 

ownership is low, then there is high agency cost. Managers are likely to be involved 

in opportunistic behaviour. In doing that, they are likely to conceal information and 

use it for their wealth maximization purposes in the voluntary disclosure setting. Thus, 

Eng and Mak (2003) hypothesize that there is a negative association between firm 

ownership structure (except government ownership) and the level of voluntary 

disclosure. Moreover, they hypothesize that there is a position association between 
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board independence and the level of voluntary disclosure. For measuring voluntary 

corporate disclosure, the authors construct a disclosure index comprising strategic, 

financial, and non-financial information disclosure. Their result suggests that both 

ownership structure and board composition are associated with the level of voluntary 

disclosure. They find that firms with higher managerial ownership are less likely to be 

involved in voluntary corporate disclosure. In contrast, they find a negative 

relationship between board independence and the level of voluntary disclosure. This 

negative relationship between independent directors and voluntary disclosure might 

explain that the independent directors are always less informed about the operations 

of the company and rely on management to provide them with value relevant 

information.  

In 2003, the ASX Corporate Governance Council issued the ASX Corporate 

Governance Principles and Recommendations to restore shareholders’ and investors’ 

confidence and to promote transparency in the disclosure practices of a firm. 

Recommendation 5 of the ASX Corporate Governance Principles and 

Recommendation, emphasises the need for listed companies to disclose all material 

information to the market so that the investors have balanced and timely access to any 

information which is likely to affect their investment decision. Beekes and Brown 

(2006) were the first ones to examine the relationship between corporate governance 

practices and the informativeness of the corporate disclosure of a firm. They used a 

comprehensive corporate governance index developed by the authors of the Horwath 

Report for the first 250 ASX firms in 2002. To measure the informativeness of 

corporate disclosure, the authors measure the frequency, timeliness, and analyst 

earnings forecast of the disclosure. Their results reveal that firms who score higher in 

corporate governance quality, based on the ranking of Horwath Report index, are 
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likely to produce more informative disclosure. More specifically, they find that better 

governed firms make more frequent market-sensitive disclosure and have more 

analysts following. Moreover, better governed firms make timely disclosures which 

suggest that potential investors have timely access to all value-relevant information 

about the firm. 

Lim et al., (2007) examine the association between board characteristics and different 

types of corporate disclosure in the Australian voluntary governance regime. They use 

sample of 181 firms obtained from ASX Top 500 firms that survived in Top 500 in the 

three years from 1999-2001. The reason for choosing year 2001, is because from 2002 

onwards there was a debate about introducing corporate governance principles and 

recommendation. They develop a voluntary disclosure index based on 67 items of the 

annual report. They argue that both independent and executive directors in the 

boardroom have incentives to voluntarily disclose information to the market. 

Independent directors are likely to push for more voluntary disclosure as they are hired 

to monitor and bridge the gap between shareholders and management of the firm. 

Similarly, executive directors are likely to enhance corporate disclosure because their 

remuneration ties them to shareholders and the firm. The authors further argue that 

executive directors disclose more information as they like to protect their reputation 

and avoid litigation risk. The findings from their study suggest that there is positive 

association between board composition and voluntary corporate disclosure. More 

specifically, independent directors are significantly and positively associated with 

forward looking quantitative and strategic voluntary corporate disclosure. Moreover, 

the authors did not find any association between independent directors and non-

financial and historical financial voluntary corporate disclosure.  
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Matolcsy et al., (2012) moved the discussion of voluntary corporate disclosure to the 

continuous disclosure regime and studied the sample of 450 firms for the period of 

2006 and 2007. They present conflicting arguments about the importance of 

independent and executive directors discussed in previous studies. Similar to Lim et 

al.’s (2007) arguments about both independent and executive directors, the authors 

argue that both independent and executive directors are likely to protect their 

reputation and avoid litigation risk by providing more timely and balanced information 

disclosure to the market. However, considering conflicting results in prior studies, they 

believe that all firms choose their corporate boards in order to minimise agency 

conflict and thus hypothesize that there is no association between board composition 

and different types of continuous disclosure. They use stepwise procedure as an 

estimation technique. In the first step, they use proportion of independent directors as 

a dependent variable. Then in the second step, they use fitted estimates of board 

independence derived from the first step as a measure of board composition. The 

frequency of total, market sensitive, and non-procedural (non-market sensitive) 

disclosure is used as a dependent variable in the second step. After controlling for firm 

and governance related characteristics, their findings suggest that there is no 

association between composition of board of directors and different types of 

continuous disclosure. In other words, they did not find any significant association 

between independent directors and different types of continuous disclosure.  

Beekes et al., (2014) re-examine their prior evidence of the impact of corporate 

governance on the informativeness of disclosure in Australia. This time, their data are 

not restricted to one year and include years from 2002 to 2009. The reason for choosing 

this sample period is that the Horwath Report published the corporate governance 

quality index for the ASX Top 250 firms from 2002 to 2009 consecutively. The authors 
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re-examine the relationship between corporate governance quality and frequency and 

timeliness of disclosure. In their preliminary analysis, they find that the level of 

disclosure had increased since the issuance of the ASX Corporate Governance 

Principles and Recommendations in 2003. Moreover, firms with better corporate 

governance disclose timely information regardless of it being ‘good news’ or ‘bad 

news’. Overall, with the increase in frequency and timeliness of information 

disclosure, firms with better corporate governance seek ways to further enhance their 

disclosure practices and firms with weaker corporate governance have become more 

transparent. 

Seamer (2014) provides empirical evidence about the relationship between effective 

corporate governance and continuous market disclosure. They argue that separation of 

ownership and control (agency conflict) adversely affects the disclosure practices of a 

firm. On the other hand, they find support in prior literature that effective corporate 

governance mechanisms help mitigate the agency problem. Their sample consists of 

60 ASX companies intervened in by ASIC in regards to their breaches of disclosure 

practices from 2000 to 2003. They develop a matched sample of control firms not 

subject to ASIC intervention on the basis of firm size, industry they operate in, and the 

financial reporting period. To measure continuous disclosure practices, the author use 

a dichotomous variable ‘1’ when a firm fails to meet its continuous disclosure 

requirement and ‘0’ otherwise. Their key variable of interest for measuring corporate 

governance quality is the proportion of independent directors, presence and 

independence of an audit committee, and the dual role of CEO and chair of the board. 

After controlling for other firm and governance related variables, the result suggests 

that firms with a higher proportion of independent directors, with an independent audit 

committee, and in which the CEO does not hold the chair’s seat, are less likely to 
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breach continuous disclosure requirements. Moreover, their results further suggest that 

poor performing firms are likely to breach continuous disclosure requirements. 

Overall, their findings are consistent with prior literature that there is a significant and 

positive relationship between effective corporate governance mechanisms and the 

disclosure practices of a firm. The age of the data and the sample period, which is prior 

to the introduction of the disclosure requirements in the ASX Corporate Governance 

Principles and Recommendations, limits the study. 

Chapple and Truong (2015) investigate the impact of corporate governance on the 

quality of continuous disclosure compliance under the mandatory continuous 

disclosure regime in New Zealand. Building on Beekes and Brown’s (2006) evidence 

for better-governed firms making more informative disclosure in the voluntary 

disclosure environment, Chapple and Truong (2015) seek to examine the effect of 

better corporate governance on the level of continuous disclosure compliance under 

mandatory continuous disclosure regime. They use 854 firm-year observations from 

1998 to 2007 that provides a large sample of 29,515 information announcements. They 

measure the compliance of continuous disclosure by counting the different 

classifications of information announcements as required by the mandatory continuous 

disclosure regime in New Zealand. To investigate the governance-disclosure 

relationship, they hypothesize that the quality of continuous disclosure compliance is 

associated with board size, board independence, audit committee independence, and 

board gender diversity. Their initial analysis suggests that a mandatory continuous 

disclosure regime improves the quality of the continuous disclosure practices of a firm. 

In their subsequent analysis, the result suggests that, under a mandatory continuous 

disclosure regime, firms with larger boards enhance the quality of continuous 

disclosure practices. In contrast, the result finds a significant negative association of 
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audit committee independence and board gender diversity with the quality of 

continuous disclosure in the post reform period. The authors impute the negative result 

to the cautiousness of the independent audit committee and having women on boards 

when disseminating proprietary information to the market. In terms of board 

independence, the authors did not find any association between board independence 

and the quality of continuous disclosure in the post reform period.              

In a nutshell, prior research that finds association between board characteristics and 

effective disclosures is relatively scant. Most of these studies relate overall governance 

quality to the frequency and timeliness of continuous disclosures (Beekes et al., 2014; 

Beekes and Brown, 2006; Chapple and Truong, 2015). In contrast, there are only few 

studies that examine the effect of one specific board characteristic or governance 

principle on the continuous disclosure practices of a firm. Matolcsy et al., (2012) 

analyse the effect of board independence on the frequency of continuous disclosures 

and find no association between board independence and different types of continuous 

disclosures. Similarly, Clarkson et al., (2003) find no evidence that board 

independence is associated with increased disclosure. Most of the studies that relate 

individual governance characteristics to the continuous disclosure level of the firm, 

examine only one board characteristic i.e. board independence. Prior studies focus on 

the importance of independent boards in order to substantiate the claim that an 

independent board is likely to monitor management to minimise their opportunistic 

behaviour. However, other board characteristics such as gender diversity may provide 

a better monitoring mechanism and be likely to minimise the opportunistic behaviour 

of managers. For example, Adams and Ferreira (2009) find evidence that the addition 

of a woman to a board is likely to improve the overall monitoring function of the board. 

Moreover, a female presence in a boardroom is likely to hold the CEO accountable for 
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poor stock performance. In the U.S. setting, Gul et al., (2011) provide evidence that 

gender diversity improves stock price informativeness. Similarly, Upadhyay and Zeng 

(2014) document that gender diversity reduces corporate opacity. Hillman et al., 

(2007) argue that women directors bring novel perspectives and experiences to 

boardrooms that are likely to improve board decision making and enhance the firm’s 

legitimacy (Milliken and Martins, 1996). Moreover, Prado-Lorenzo and Garcia-

Sanchez (2010) suggest that women on corporate boards are particularly sensitive 

about corporate sustainability reporting. This shows the concern of women for the 

shareholders and society as a whole. Recently, Chapple and Truong (2015) find that 

firms with more women on boards are relatively more careful in their decisions to 

release insider information to the market as compared to those with only males. 

The above discussion of prior literature reiterates the issue of how the separation of 

control from ownership creates agency costs (Jensen and Meckling, 1976). This 

separation also creates an information gap between managers who control the firm and 

shareholders who own the firm. An inefficient information environment distorts firm 

valuation by investors because they don’t have access to the material information that 

might be important for future investment decisions. This possibility led prior 

researchers to investigate the effect of corporate disclosure (to the market) on 

contracting, firm valuation, and market efficiency (e.g., Welker, 1995; Krisnaswami 

and Subramaniam, 1999; Lang and Lundholm, 2000; Healy and Palepu, 2001; Sufi, 

2007). 

5.3.4. Hypotheses development       

In the internal governance of a firm, the board of directors has the dual role of 

monitoring and advising the management (Linck et al., 2008; Monem, 2013). As the 
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agent of the shareholders, the board has an overarching role in all aspects of the firm, 

including when and how the firm communicates with its stakeholders. Because how 

the board behaves collectively is determined by the individual board members’ 

perspective on corporate disclosure, any change in board structure is likely to change 

the corporate disclosure strategy and practices as well. Increasing the number of 

female directors on the board changes the board composition and potentially changes 

the board dynamics and how it makes decisions. This outcome is likely because female 

directors may bring to the board very different experiences and talent and specifically, 

different attitudes toward corporate disclosure. This also relates to overconfidence in 

males due to past favourable outcomes (D’Acunto, 2014). On the other hand, women 

suffer less from overconfidence than men and have a lower appetite for risk (Sunden 

and Surrette, 1998; D’Acunto, 2014). Excessive risk-taking behaviour when such risk 

is not compensated by return, can lead to irrational behaviour. Due to their 

overconfidence and risk tolerance, male leaders and managers may withhold bad news 

or delay its disclosure to investors in anticipation of compensating good news in the 

future. When it comes to good news, lack of appropriate monitoring inside the firm 

may encourage all-male boards to withhold or delay disclosure or make incomplete 

disclosure. This is likely because, in the absence of appropriate monitoring, insiders 

may have incentives to maximize the private benefits of control. All-male boards are 

likely to have poor monitoring due to close proximity among the board members in 

terms of age, background, experience, and network. Specifically, prior research finds 

that females are better monitors than men (Adams and Ferreira, 2009), they often ask 

tough questions (Kramer, Konrad, Erkut and Hooper, 2007), and engage in activities 

that reduce information asymmetry (Upadhyay and Zeng, 2014). Moreover, gender-
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diverse boards are more efficient and they are likely to create a well-organized 

information environment (Gul et al., 2011).  

Research in psychology and management also suggests that, in terms of leadership 

style, women are less autocratic and more democratic than men (Eagly and Johnson, 

1990).  As social leaders, women are superior to men (Eagly and Karau, 1991). In 

contrast, male leaders are superior in tasks that do not require complex social 

interaction (Eagly and Karau, 1991). Moreover, male leaders are ‘transactional’ 

whereas female leaders are ‘transformational’ (Rosener, 1990). Although female 

leaders see information as power, they are willingly to share power and information 

rather than guard it (Rosener, 1990). Female managers provide more information, 

promote happy relations, and show concern for others (Baird and Bradley, 1979).   

In sum, evidence of gender differences based on research in neuroscience and 

psychology suggests that females demonstrate greater verbal, language and 

communication skills than males. Moreover, females are less risk tolerant than males. 

Difference in risk preference between men and women is likely to influence the timing 

and frequency of corporate disclosure when it comes to gender-diverse boards.  

Moreover, strong monitoring by female directors is likely to counter-act against male 

directors’ tendency to secrecy. Further, research in psychology and management 

suggests female leaders are more democratic, better social leaders and more willingly 

to share information with others. Thus, gender-diverse boards are likely to embrace an 

open style of communication with shareholders, prompting more frequent, timelier 

and lengthier corporate disclosure.  
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The above discussion leads to the following hypotheses: 

H1: There is a positive association between gender-diverse boards and the frequency 

of continuous disclosure. 

H2: There is a positive association between gender-diverse boards and the volume of 

continuous disclosure. 

5.4. Research design 

5.4.1. Sample and data 

The ASX recommendation on gender-diverse boards was introduced in 2010 with 

effect from 1 January 2011. The study uses the sample period starting from 2009 and 

ending in 2013. This allows the study to explore the introduction of gender diversity 

in boards following the ASX recommendation. The starting point for the sample is the 

ASX top 500 firms as of 31 December 2009. Then the list is verified for each year in 

the study period to ensure that the sample firms remain in the ASX top 500 list in each 

year during the study period for consistency of the sample. This process reduced the 

sample size from 500 to 418 firms. The final sample of 2,090 firm-year observations 

provided a balanced panel dataset. Proponents of panel data suggest that panel data 

contain more degrees of freedom and sample variability, which is likely to improve 

the efficiency of econometric estimates (Hsiao, 2006). Remaining data related to 

corporate disclosure, corporate governance, and financial statements are collected 

from the Morningstar database. Other variables related to shareholder information and 

auditor information are obtained from the Sirca database. 
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5.4.2. Research model 

The model is specified below: 

𝐶𝑜𝑛𝑡𝑖𝑛𝑢𝑜𝑢𝑠𝐷𝑖𝑠𝑐𝑙𝑜𝑠𝑢𝑟𝑒𝑖𝑡

=  𝛼1 + 𝛽1𝑃𝑊𝐷𝑖𝑡 +  𝛽2𝐵𝑠𝑖𝑧𝑒𝑖𝑡 +  𝛽3𝐵𝐼𝑁𝐷𝑖𝑡 +  𝛽4𝐼𝑁𝐷𝐶𝐻𝐴𝐼𝑅𝑖𝑡 

+ 𝛽5𝐵𝐼𝐺4𝑖𝑡 + 𝛽6𝐿𝑛_𝐴𝑠𝑠𝑒𝑡𝑖𝑡 + 𝛽7𝐿𝐸𝑉𝑖𝑡 + 𝛽8𝑃𝐵𝑉𝑎𝑙𝑖𝑡
+  𝛽9𝑅𝑂𝐴𝑖𝑡 

+ 𝛽10%𝑆𝑈𝐵𝑆𝐻𝐴𝑅𝐸𝑖𝑡 + 𝛾𝑖 +  𝛿𝑡 + 휀𝑖𝑡 (1) 

where ContinuousDisclosure = the frequency and volume of disclosure practices. The 

percentage of women on boards (PWD) is the variable of interest to us. All variables 

are defined in Table 5.1. 
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Table 5. 1 Variable definitions and measurements 

Variables description 

Variable name Definition and measurement 

Dependent variables 

MSD Total number of market sensitive disclosures  

LN_MSD Natural logarithm of MSD 

MSDP Total number of pages of market sensitive disclosures 

LN_MSDP Natural logarithm of MSDP 

NMSD Total number of non-market sensitive disclosures 

LN_NMSD Natural logarithm of NMSD 

NMSDP Total number of pages of non-market sensitive disclosures 

LN_NMSDP Natural logarithm of NMSDP 

Independent variable 

PWD Percentage of women with respect to board size 

Control variables 

BSIZE Absolute number of board members 

BIND Percentage of non-executive board members with respect to board size 

INDCHAIR Dichotomous variable '1' if the chair of the board is independent or '0' otherwise 

BIG4 Dichotomous variable '1' if the audit firm is one of the BIG4 or '0' otherwise 

LN_ASSET Natural logarithm of total asset 

LEV Leverage measured as total debt divided by total assets 

PB_VAL Price to book value ratio measures as stock price over total assets minus intangible assets and 

liabilities 

ROA Return on total assets measured as net income divided by total assets 

% SUBSHARE Percentage shares own by substantial shareholders 

Variables used in further analyses 

WED Dichotomous variable '1' if the firm has at least one women executive on board or '0' otherwise 

BDIR Dichotomous variable '1' if the firm has at least one busy women director on board or '0' 

otherwise 

INSV Instrument variable measured as number of women in a board minus total number of women in 
its respective industry divided by total board members of a firm minus total board members in 

its respective industry 

FWD Dichotomous variable '1' if the firm has at least one women on board or '0' otherwise 

FWD1 Dichotomous variable '1' if the firm has only one women on board or '0' otherwise 

FWD2 Dichotomous variable '1' if the firm has two women on board or '0' otherwise 

FWD3 Dichotomous variable '1' if the firm has three women on board or '0' otherwise 

PWD^ Square of percentage of women with respect to total board members 

LFIRM Dichotomous variable '1' if the firm size is greater than the median firm size of the sample or '0' 

otherwise 
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5.4.3. Dependent variable 

The study measures the frequency of disclosure in two ways: market-sensitive 

disclosure (MSD), and disclosure not-sensitive to the market (NMSD). This approach 

of measuring disclosure frequency is consistent with Beekes and Brown (2006) and 

Matolcsy et al., (2012). The measurement of the volume of disclosure is proxy by 

counting the number of pages of each market-sensitive (MSDP), and non-market-

sensitive (NMSDP) disclosure. Using the number of words or the number of pages as 

a proxy to assess the volume information is widely practised in disclosure literature 

(e.g., Krippendorff, 1980; Marston and Shrives, 1991; Hackston and Milne, 1996).  

5.4.4. Independent\control variables 

The present study focuses on the association between women on corporate boards and 

the continuous disclosure practices. Prior studies suggest that women on boards are 

likely to reduce agency costs through improving the information environment (Jurkus 

et al., 2011). Geiger and Marlin (2012) suggest that the percentage of women on boards 

(PWD) is a better proxy of gender-diversity than measuring it as a binary variable 

because PWD captures the level of women on boards.  

Prior literature identifies several firm characteristics associated with board 

composition and disclosure (Lim et al., 2007; Linck et al., 2008). These include, but 

are not limited to, firm size, firm growth, firm risk, leverage, and other governance 

characteristics of a firm (Linck et al., 2008; Monem, 2013). Consequently, the present 

study uses firm characteristics and governance characteristics of a firm as control 

variables. Board size (Bsize) is the first governance characteristic used as a control 

variable. Matolcsy et al., (2012) find that large boards are likely to improve the 

frequency of continuous disclosure. Board size (Bsize) is measured as the number of 
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directors on the given board at fiscal year-end. Board independence (BIND) is the next 

control variable. Chapple and Truong (2015) find that board independence is likely to 

improve the non-routine disclosure in the post-continuous disclosure regulation 

period. Consistent with Chapple and Truong (2015), this study measures board 

independence by calculating the percentage of non-executive directors on the board at 

fiscal year-end. Independent chair (INDCHAIR) and audit firm quality (BIG4) are the 

next two control variables in Model (1). Matolcsy et al., (2012) argue that independent 

chairs are likely to facilitate greater disclosure because they are not trying to protect 

their executive position in the firm. Consistent with Matolcsy et al., (2012), 

INDCHAIR is measured as a dichotomous variable. INDCHAIR is set equal to ‘1’ if 

the chair is non-executive and ‘0’ otherwise. Similarly, BIG4 is measured as a 

dichotomous variable set equal to ‘1’ if the firm has a BIG4 auditor and ‘0’ otherwise. 

In Model (1), the present study control for firm size (Ln_Asset) because it is one of the 

main drivers of improved gender-diversity and disclosure practices of a firm (Geiger 

and Marlin, 2012; Chapple and Truong, 2015). Firm size has been measured using 

different proxies (Giroud and Mueller, 2010; Ahmed, Higgs, Ng and Delaney, 2016); 

however, the most consistent and widely used proxy is the natural logarithm of total 

assets (Kent and Stewart, 2008). Firm leverage (LEV) is the next firm-related control 

variable in the study. Matolcsy et al., (2012) argue that higher debt levels reflect the 

reduced power of the equity holders and may limit the information supplied. The 

leverage ratio is calculated as the total debt divided by the market value of equity. Firm 

growth (PB_Val) is another control variable used in this study. Arthur (2001) finds 

that firm growth is associated with both board composition and disclosure. It is 

expected that if the firm has more growth opportunities, then the firm is likely to 

disclose more information. Higher growth opportunities require more diligent board 
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members. Consistent with Matolcsy et al., (2012), the study uses price-to- book ratio 

as a proxy for firm growth. Ownership concentration (%SUBSHARE) is the last control 

variable in the study. Prior literature indicates that ownership concentration is likely 

to affect the board composition and disclosure (Yeh and Woidtke, 2005; Larcker, 

Richardson and Tuna, 2007). The study uses the percentage shares owned by 

substantial shareholders as a measurement of ownership concentration.  

5.5. Results 

5.5.1. Descriptive statistics 

Firm-specific data are subject to extreme variations and quite often empirical results 

are driven by extreme observations. To rule out this possibility, for each variable, any 

observations that fell outside the range between [1st quartile – 3(3rd quartile – 1st 

quartile)] and [3rd quartile + 3(3rd quartile – 1st quartile)] were treated as outliers and 

accordingly winsorised. Table 5.2 provides the descriptive statistics of all the 

dependent and independent variables used in this study after this transformation. As 

Table 5.2 shows, the mean (median) number of MSD across the sample is 14.614 (11) 

documents. The fact that the mean is larger than the median suggests that a small 

number of firms made a much (relatively) larger number of market-sensitive 

disclosures. The mean (median) length of the documents making market-sensitive 

disclosure (MSDP) amounted to 136.155 (111.917) pages. By comparison, non-

market-sensitive disclosure (NMSD) had a mean (median) value of 46.776 (40). That 

is, non-market-sensitive disclosures are more than three times the number of market-

sensitive disclosures. The volume of NMSD is greater than that of MSD:  the mean 

(median) NMDP is 493.193 (409) pages. The percentage of women on boards (PWD) 

has a mean (median) value of 8.971(0.00)%. The average PWD appears to be low 
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despite recent surges in calls for more women on boards. However, it is similar to 

8.5% women directors in the U.S. boards as reported by Adams and Ferreira (2009) 

and the 7.8% as reported in Spain (Pucheta-Martinez and Bel-Oms, 2015). Among 

other variables, on average, each firm has a board size of 6.342 members of which 

77.408% of the seats are held by independent members (BIND) and 81.6% of the board 

chairs are held by independent board members (INDCHAIR).  

Table 5. 2 Descriptive statistics 

Descriptive statistics of pooled data 

Variable Name Mean 1st Quartile Median 3rd Quartile Std. Deviation 

MSD 14.614 6 11 20 11.123 

MSDP 136.155 65 111.917 171 100.567 

NMSD 46.776 28 40 57 19.093 

NMSDP 493.193 227.250 409 602 324.333 

PWD 8.971 0 0 16.667 11.247 

BSIZE 6.342 5 6 7 1.983 

BIND 77.408 66.667 80 85.714 16.073 

INDCHAIR 0.816 1 1 1 0.387 

BIG4 0.739 0 1 1 0.439 

LN_ASSET 8.625 8.051 8.51 9.085 0.856 

LEV 1.832 1.206 1.581 2.114 0.899 

PB_VAL 2.011 0.810 1.350 2.540 1.851 

ROA 0.026 -0.015 0.049 0.095 0.137 

%SUBSHARE 32.264 10.743 30.145 50.868 24.758 

MSD refers to the frequency of market-sensitive disclosures. MSDP refers to the volume of market-sensitive disclosures. NMSD 

refers to the frequency of non-market-sensitive disclosure. NMDP refers to the volume of non-market-sensitive disclosure. PWD 

refers to the percentage of women on board. BSIZE refers to the number of board members. BIND refers to the percentage of 

independent directors. INDCHAIR refers to ‘1’ if the board has independent chair and ‘0’ otherwise. BIG4 refers to ‘1’ if the firm 

has big4 as an audit partner and ‘0’ otherwise. LN_ASSET refers to the natural logarithm of total assets. LEV refers to firm leverage 

measured as total debt divided by total assets. PB_VAL refers to price to book value ratio measured as stock price divided by total 

assets minus intangible assets and liabilities. ROA refers to return on asset ratio measured as net income divided by total assets. 

%SUBSHARE refers to the percentage of shares held by substantial shareholders. 
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Panel A in Table 5.3 shows for each year, the percentage of firms with at least one 

female director on the board (WOB), the percentage of female directors on the board, 

and the numbers of MSD and NMSD.  Panel A shows that the percentage of firms with 

WOB increased gradually from 33.254% in 2009 to 55.502% in 2013. Over the same 

period, the percentage of female directors on the board gradually increased from 

6.017% in 2009 to 11.557% in 2013. Panel B shows the percentage of firms in each 

year with zero, one, two and more than two women on their boards. In panel B, the 

percentage of firms with zero WOB gradually decreased from 68.182% in 2009 to 

50.239% in 2013. Consistent with this pattern, the percentage of one, two and more 

than two female directors on the board has been increasing over time. Panel C of Table 

5.3 shows that female representation on boards is mostly concentrated in the consumer 

discretionary, consumer staples, health care, financials, and information technology 

sectors. In contrast, women are least-represented on boards in utilities, energy, and 

materials sectors. However, consumer staples, consumer discretionary, and 

information technology are the top three industrial sectors with the highest percentage 

of firms with women on boards (61.333%, 58.491%, and 53.333%, respectively).  

As Panel C (Table 5.3) shows, in terms of MSD, materials and energy are the leading 

industry sectors with the highest number of disclosure documents (9,710 and 7,436 

documents, respectively) during the study period while consumer staples and 

consumer discretionary rank higher than other sectors in the percentage of MSD by 

firms with at least one woman on their corporate boards (61.927% and 60.223%, 

respectively).  
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Table 5. 3 Sample distribution by year, women on board, and industry classification 

Sample distribution 

The sample consists of 2,090 firm-year observations from 2009 to 2013. Panel A shows the number (#) of sample firms, the 
percentage (%) of firms with at least one woman on board (WOB), and the percentage of women on board each year. 

Moreover, panel A provides the number and percentage of market sensitive (MSD) and non-market sensitive (NMSD) by firms 
with WOB. Panel B shows the sample distribution by year with respect to zero, one, two, and more than two women on board. 

Panel C provides sample distribution across industry classification according to the Global Industry Classification Standards 

(GICS). 

Panel A. Sample distribution by year 

Year 

# of 

sample 

firms 

% of firms 

with WOB 

% of 

WOB 
# of MSD  

% of MSD 

by firms 

with WOB 

# of 

NMSD 

% of 

NMSD by 

firms with 

WOB 

2009 418 33.254 6.017 6081 28.482 22052 38.649 

2010 418 38.995 7.493 6157 33.831 20524 43.802 

2011 418 46.651 9.386 6048 44.659 20486 54.681 

2012 418 52.153 10.401 6107 52.121 19282 58.796 

2013 418 55.502 11.557 6272 59.104 18633 62.808 

Average 418 45.311 8.971 6133 43.639 20195.4 51.747 

 

Panel B. Sample distribution by year with respect to zero, one, two, more than two women on board (WOB) 

Year 
# of sample 

firms 

% of firms with 

zero WOB 

% of firms with 

one WOB 

% of firms with 

two WOB 

% of firms with 

more than two 

WOB 

2009 418 68.182 24.881 5.502 1.435 

2010 418 62.919 25.359 10.287 1.435 

2011 418 55.034 29.426 11.962 3.589 

2012 418 50.239 32.297 13.636 3.828 

2013 418 48.086 32.057 14.593 5.263 
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Panel C. Sample distribution by GICS industry classification 

GICS industry 

# of 

sample 

firms 

% of 

firms 

with 

WOB 

% of 

WOB 

# of 

MSD  

% of 

MSD by 

firms with 

WOB 

# of 

NMSD  

% of 

NMSD by 

firms with 

WOB 

Energy  270 36.667 7.317 7436 41.192 12810 43.162 

Materials  500 35 6.622 9710 31.607 23886 40.128 

Industrial 315 44.444 8.208 3895 50.886 13267 53.546 

Consumer discretionary 265 58.491 11.575 2059 60.223 10754 61.205 

Consumer staples 75 61.333 13.243 872 61.927 3595 66.426 

Health care  150 55.333 12.756 1870 58.931 7289 62.299 

Financials  340 52.059 11.188 2862 58.909 22442 57.419 

Information technology 105 53.333 10.379 914 55.908 3880 58.659 

Telecommunication services 35 45.714 8.417 360 59.167 1540 56.753 

Utilities 35 0 0 687 0 1514 0 

Average 209 44.237 8.971 3066.5 47.875 10097.7 49.959 

 

5.5.2. Univariate analysis and correlations 

In Table 5.4, panel A provides a univariate analysis of firm-years with and without 

women on boards using t-test. The results show that, out of 2,090 firm-year 

observations, 947 firm-years have at least one woman on the board. The differences in 

means for frequency and volume of continuous disclosure practices between firms 

with women on boards (WOB) and firms without WOB are statistically significant at 

the 1% level, except for the frequency of market-sensitive disclosure (MSD). The mean 

of MSD of firms with at least one female director is smaller than that of firms without 

WOB. This difference is significant at the 1% level. 

In Table 5.4, panel A, firms with women on board have relatively larger board size 

(Bsize), more independent directors (BIND), a higher percentage of independent board 

chairs (INDCHAIR), and employ more BIG4 auditors compared to firms without 

woman on boards. In terms of firm-related characteristics, firms with women on their 

boards are relatively larger in size (Ln_Asset) and have a higher return on assets (ROA) 
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compared to the firms with no woman on their board. Moreover, ownership 

concentration (%SUBSHARE) is lower in firms with women on boards. All of these 

differences in corporate governance and firm related variables between firms with and 

without women on boards are statistically significant at the 1% level except for firm 

leverage (LEV) and price to book value (PB_Val). 

In Table 5.4, panel B provides a paired-sample t-test comparing the frequency and 

volume of disclosure before and after the inclusion of at least one woman on the board.  

Only 100 of the sample firms which had no female director at the start of the study 

period (2009) appointed female directors some time during the study period.  Results 

in panel B suggest that both the frequency (MSD) and volume (MSDP) of market-

sensitive disclosure increase following the appointment of female directors to the 

board. These increases are statistically significant at the 5% level. For non-market-

sensitive disclosure, while the   difference in frequency (NMSD) is significant at 10% 

between pre-and post-appointment of female directors, the difference in the volume of 

disclosure (NMSDP) is not significant at conventional levels.  
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Table 5. 4 Univariate analyses and paired sample t-test 

Panel A. Univariate analysis of firms with/without women on board 

 Firms with WOB Firms without WOB Difference 

Variable N Mean STD N Mean STD Mean Diff. t-stat 

LN_MSD 947 2.38 0.733 1143 2.439 0.771 -0.059 -1.784* 

LN_MSDP 947 4.763 0.784 1143 4.591 0.703 0.172 5.275*** 

LN_NMSD 947 3.793 0.641 1143 3.568 0.634 0.226 8.052*** 

LN_NMSDP 947 6.203 0.704 1143 5.856 0.61 0.347 12.063*** 

BSIZE 947 7.285 1.993 1143 5.565 1.625 1.72 21.734*** 

BIND 947 79.22 14.511 1143 75.842 17.397 3.378 4.759*** 

INDCHAIR 947 0.857 0.35 1143 0.782 0.413 0.075 4.443*** 

BIG4 947 0.861 0.347 1143 0.638 0.481 0.223 11.923*** 

LN_ASSET 947 8.998 0.956 1143 8.316 0.61 0.682 19.748*** 

LEV 947 2.757 4.949 1143 2.527 29.641 0.230 0.236 

PB_VAL 947 2.412 8.479 1143 2.209 4.28 0.204 0.711 

ROA 947 0.022 0.233 1143 -0.062 1.136 0.084 2.231*** 

% SUBSHARE 947 30.064 24.996 1143 34.086 24.421 -4.022 -3.708*** 

Firms are classified as 'Firms with WOB' if they have at least one woman in their board and 'Firm without WOB' otherwise. The 

mean, standard deviation, mean difference, and t-statistics are reported respectively. LN_MSD refers to natural logarithm of the 

frequency of market-sensitive disclosures. LN_MSDP refers to natural logarithm of the volume of market-sensitive disclosures. 

LN_NMSD refers to natural logarithm of the frequency of non-market-sensitive disclosure. LN_NMSDP refers to natural 

logarithm of the volume of non-market-sensitive disclosure. BSIZE refers to the number of board members. BIND refers to the 

percentage of independent directors. INDCHAIR refers to ‘1’ if the board has independent chair and ‘0’ otherwise. BIG4 refers 

to ‘1’ if the firm has big4 as an audit partner and ‘0’ otherwise. LN_ASSET refers to the natural logarithm of total assets. LEV 

refers to firm leverage measured as total debt divided by total assets. PB_VAL refers to price to book value ratio measured as 

stock price divided by total assets minus intangible assets and liabilities. ROA refers to return on asset ratio measured as net 

income divided by total assets. %SUBSHARE refers to the percentage of shares held by substantial shareholders. The definitions 

and measurements of all these variables are also given in Table 1. *, **, *** shows significance level at 10%, 5%, and 1% 

respectively. 
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Panel B. Paired sample t-test 

 Firms with WOB Firms without WOB Difference 

Variable N Mean STD N Mean STD Mean Diff t-stat 

LN_MSD 100 2.588 0.702 100 2.496 0.754 0.092 1.685** 

LN_MSDP 100 4.799 0.794 100 4.688 0.748 0.111 1.834** 

LN_NMSD 100 3.781 0.609 100 3.712 0.519 0.068 1.435* 

LN_NMSDP 100 6.233 0.642 100 6.171 0.611 0.063 1.048 

This table include only those firms who over-time included women on their boards. There are only 100 firms in the sample 

included women on their board during the sample period. Thus, the table provide paired sample t-test of the disclosure practices 

of firms before and after the inclusion of at least one woman on their board. Firms are classified as 'Firms with WOB' if they have 

at least one woman in their board and 'Firm without WOB' otherwise. The mean, standard deviation, mean difference, and t-

statistics are reported respectively. LN_MSD refers to natural logarithm of the frequency of market-sensitive disclosures. 

LN_MSDP refers to natural logarithm of the volume of market-sensitive disclosures. LN_NMSD refers to natural logarithm of the 

frequency of non-market-sensitive disclosure. LN_NMSDP refers to natural logarithm of the volume of non-market-sensitive 

disclosure. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 

Table 5.5 presents the Pearson’s correlation matrix for all of the independent variables. 

The variables PWD, Bsize, BIND, INDCHAIR, BIG4, and Ln_Asset are all positively 

correlated with each other at the 1% level. Such strong correlations are not surprising, 

given that only larger, diverse, and well-established firms are likely to have women on 

boards. Apart from the correlation between Bsize and Ln_Asset, all of the other 

correlation coefficients are below 0.4. The strong correlation between Bsize and 

Ln_Asset (r = 0.626) is expected, as large firms usually have large boards (Monem, 

2013). Moreover, variance inflation factors (VIF) were also computed for all of the 

independent variables (not tabulated) and the values are less than ‘10’, which suggests 

that multicollinearity is unlikely to be a serious threat in this results. 

 



 
 

Table 5. 5 Pearson’s correlation matrix 

Pearson's correlation matrix 

 1 2 3 4 5 6 7 8 9 10 

PWD 1          

BSIZE 0.306*** 1         

BIND 0.094*** 0.137*** 1        

INDCHAIR 0.072**** 0.147*** 0.431*** 1       

BIG4 0.226*** 0.323*** 0.110*** 0.086*** 1      

LN_ASSET 0.340*** 0.626*** 0.250*** 0.164*** 0.382*** 1     

LEV 0.238*** 0.315*** 0.046** 0.087*** 0.221*** 0.488*** 1    

PB_VAL 0.052** -0.051** -0.070*** -0.054** -0.009 -0.185*** 0.128*** 1   

ROA 0.046** 0.087*** 0.004 0.003 0.106*** 0.277*** 0.143*** 0.119*** 1  

%SUBSHARE -0.083*** -0.068*** 0.027 -0.016 -0.009 -0.079*** -0.025 -0.006 0.029 1 

PWD refers to the percentage of women on board. BSIZE refers to the number of board members. BIND refers to the percentage of independent directors. INDCHAIR refers to ‘1’ if the board has independent 

chairman and ‘0’ otherwise. BIG4 refers to ‘1’ if the firm has big4 as an audit partner and ‘0’ otherwise. LN_ASSET refers to the natural logarithm of total assets. LEV refers to firm leverage measured as 

total debt divided by total assets. PB_VAL refers to price to book value ratio measured as stock price divided by total assets minus intangible assets and liabilities. ROA refers to return on asset ratio measured 

as net income divided by total assets. %SUBSHARE refers to the percentage of shares held by substantial shareholders. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 
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5.5.3. Empirical results and discussion 

For the multi-variate analyses, the study employs the fixed-effect model for panel data 

because it is interesting to know if corporate disclosure improves after the appointment 

of female directors on the board.10 However, as part of robustness checks, the study 

also reports the results of random-effects estimation for each model (but does not 

discuss the results in the interest of brevity). In Table 5.6, Panels A and B present the 

results of estimating Model (1) using the number of market-sensitive disclosure (MSD) 

and Panels C and D using the total number of pages of market-sensitive disclosure 

(MSDP). In all Panels, PWD is positively and significantly associated with MSD and 

MSDP. The coefficient of 0.005 on PWD in Panel B (t-statistic = 2.196) suggests that 

a 1% increase in PWD improves the frequency of MSD by 0.5 percent. This result 

supports H1 that gender-diverse boards have a significant and positive impact on the 

frequency of MSD. In Panel D, the coefficient of PWD is 0.008 with the t-statistic of 

2.848 (significant at the 1% level). This result suggests that a 1%increase in PWD 

improves the MSDP by 0.8 percent. This supports H2 and confirms that gender-diverse 

boards have a significant positive impact on the volume of MSDP.  

In Table 5.6, among the control variables, disclosure frequency is positively related to 

firm size (LN_ASSET) and negatively related to firm profitability (ROA).  

 

 

                                                           
10 The result of the Durbin-Wu-Hausman test (χ2 test statistic = 17.98, p = 0.2077) suggested that the 

study employ random-effects in estimating the models. However, the reviewer suggested the use of fixed-

effect regression. 
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Table 5. 6 Random and Fixed effect models for market-sensitive disclosure 

The association of the frequency and volume of market-sensitive disclosure with women on board and firm 

characteristics 

 LN_MSD  LN_MSDP LN_MSD LN_MSDP 

 Panel A: Random- 

effects 

Panel B: Random- 

effects 

Panel C: Fixed- 

effect 

Panel D: Fixed- 

effect 

Variables Coefficient (z-stat) Coefficient (z-stat) Coefficient (t-stat) Coefficient (t-stat) 

PWD 
0.005*** 0.007*** 0.005** 0.008*** 

(2.933) (3.478) (2.196) (2.848) 

BSIZE 
-0.013 -0.006 -0.024** -0.014 

(-1.240) (-0.509) (-2.063) (-0.879) 

BIND 
-0.003** -0.001 -0.002 -0.002 

(-2.206) (-1.046) (-1.486) (-1.159) 

INDCHAIR 
0.043 0.047 0.016 0.04 

(0.861) (0.950) (0.257) (0.632) 

BIG4 
-0.104* -0.033 -0.129 -0.142 

(-1.886) (-0.604) (-1.449) (-1.630) 

LN_ASSET 
0.142*** 0.292*** 0.200*** 0.279*** 

(3.630) (6.810) (2.919) (3.314) 

LEV 
0.025 -0.055** 0.001 -0.074** 

(1.123) (-2.170) (0.021) (-2.492) 

PB_VAL 
0.011 0.027*** 0.016* 0.030*** 

(1.345) (2.867) (1.692) (2.642) 

ROA 
-0.528*** -0.379*** -0.255** -0.202 

(-5.274) (-3.334) (-2.393) (-1.519) 

%SUBSHARE 
0 0 -0.001 0 

(-0.389) (0.525) (-0.743) (0.252) 

INDUSTRY Included Included Included Included 

YEAR Included Included Included Included 

CONSTANT 
2.148*** 2.496*** 1.008* 2.462*** 

(7.570) (8.139) (1.780) (3.620) 

N 2090 2090 2090 2090 

ADJ R2 0.409 0.221 0.009 0.093 

Notes: LN_MSD refers to natural logarithm of the frequency of market-sensitive disclosures. LN_MSDP refers to natural 

logarithm of the volume of market-sensitive disclosures. PWD refers to the percentage of women on board. BSIZE refers to the 

number of board members. BIND refers to the percentage of independent directors. INDCHAIR refers to ‘1’ if the board has 

independent chair and ‘0’ otherwise. BIG4 refers to ‘1’ if the firm has big4 as an audit partner and ‘0’ otherwise. LN_ASSET 

refers to the natural logarithm of total assets. LEV refers to firm leverage measured as total debt divided by total assets. PB_VAL 

refers to price to book value ratio measured as stock price divided by total assets minus intangible assets and liabilities. ROA 

refers to return on asset ratio measured as net income divided by total assets. %SUBSHARE refers to the percentage of shares 

held by substantial shareholders. INDUSTRY and YEAR refers to industry and year dummies respectively. *, **, *** shows 

significance level at 10%, 5%, and 1% respectively. 
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Table 5.7 reports the results of estimating Model (1) using the frequency of non-

market-sensitive disclosure (NMSD) and the total number of pages of non-market-

sensitive disclosure (NMSDP). The coefficient 0.041 on PWD in Panel A is positive 

and statistically significant (t-statistic = 1.735) at 10% level. This result is consistent 

with H1 and suggests that a 1% increase in PWD increases the frequency of NMSD by 

0.3%. However, in Panel D, the coefficient on PWD is not significant at conventional 

levels for the volume of disclosure (NMSDP). Results for the control variables are 

consistent with the results previously reported. 
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Table 5. 7 Random and Fixed effect models for non-market-sensitive disclosures 

The association of the frequency and volume of non-market-sensitive disclosure with women on board and firm 

characteristics 

 LN_NMSD  LN_NMSDP LN_NMSD LN_NMSDP 

 Panel A: Random-

effects 

Panel B: Random-

effects 

Panel C: Fixed- 

effect 

Panel D: Fixed- 

effect 

Variables Coefficient (z-stat) Coefficient (z-stat) Coefficient (t-stat) Coefficient (t-stat) 

PWD 
0.004** 0.003** 0.003* 0.002 

(2.568) (2.434) (1.735) (1.125) 

BSIZE 
-0.005 0.018** 0 0.016 

(-0.497) (1.999) (0.036) (1.475) 

BIND 
0.001 0.001 -0.001 0 

(0.556) (1.126) (-0.729) (0.302) 

INDCHAIR 
0.149*** 0.108* 0.074 0.057 

(2.642) (1.891) (1.014) (0.725) 

BIG4 
0.011 0.016 0.083 0.021 

(0.212) (0.273) (1.011) (0.196) 

LN_ASSET 
0.292*** 0.378*** 0.223*** 0.270*** 

(8.494) (11.727) (3.287) (4.169) 

LEV 
-0.025 -0.001 -0.026 -0.006 

(-1.340) (-0.062) (-1.238) (-0.248) 

PB_VAL 
0.036*** 0.033*** 0.039*** 0.027*** 

(4.654) (4.289) (4.264) (2.979) 

ROA 
-0.272** -0.297** -0.069 -0.066 

(-2.279) (-2.386) (-0.547) (-0.492) 

%SUBSHARE 
0 0 0 0.001 

(-0.661) (-0.779) -0.446 -0.82 

INDUSTRY Included Included Included Included 

YEAR Included Included Included Included 

CONSTANT 
1.168*** 2.557*** 1.740** 3.420*** 

(4.583) (10.896) (3.101) (6.404) 

N 2090 2090 2090 2090 

ADJ R2 0.238 0.403 0.166 0.308 

LN_NMSD refers to natural logarithm of the frequency of non-market-sensitive disclosure. LN_NMSDP refers to natural 

logarithm of the volume of non-market-sensitive disclosure. PWD refers to the percentage of women on board. BSIZE refers to 

the number of board members. BIND refers to the percentage of independent directors. INDCHAIR refers to ‘1’ if the board has 

independent chair and ‘0’ otherwise. BIG4 refers to ‘1’ if the firm has big4 as an audit partner and ‘0’ otherwise. LN_ASSET 

refers to the natural logarithm of total assets. LEV refers to firm leverage measured as total debt divided by total assets. PB_VAL 

refers to price to book value ratio measured as stock price divided by total assets minus intangible assets and liabilities. ROA 

refers to return on asset ratio measured as net income divided by total assets. %SUBSHARE refers to the percentage of shares 

held by substantial shareholders. INDUSTRY and YEAR refers to industry and year dummies respectively. *, **, *** shows 

significance level at 10%, 5%, and 1% respectively. 
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5.5.4. Sensitivity analyses 

In this section, the study provides the results of several sensitivity tests. First, the study 

controls for potential endogenous relations between board gender-diversity and 

continuous disclosure. To address endogeneity, the study adopts three approaches: (1) 

uses the lagged independent variables, (2) uses the Two Stage Least Squares (2SLS) 

model, and (3) uses Generalized Method of Moments (GMM) estimation. Lagged 

independent variables (e.g., Wintoki, Linck and Netter, 2012), 2SLS (e.g., Adams and 

Ferreira, 2009; Gyapong et al., 2016) and GMM estimation (Wintoki et al., 2012) are 

widely accepted in corporate governance literature. Panel A of Table 8 shows that the 

results remain consistent with the main model; PWD is positively and significantly 

associated with MSD.  

The challenge of using 2SLS is the identification of an instrumental variable (INSV) 

that is correlated with the endogenous variable but uncorrelated with the dependent 

variable. To construct INSV, the study employs the technique used by Liu et al., (2014). 

They use the percentage of women in its own industry sector as an INSV. It is 

calculated as the number of women on boards minus the total number of women in its 

industry divided by the number of board members minus the total number of board 

members in its industry. Then the study employs the Hansen’s J instrument test (not 

shown) to examine if the INSV meets the exogeneity requirement. The Hansen’s test 

produces significant J-statistic indicating that the INSV is an exogenous variable when 

associated with MSD. Panel B of Table 5.8 presents the result of 2SLS with INSV. The 

results show that the coefficient of 0.0971 on INSV is positively and significantly (Z-

statistic = 5.06) related to MSD. Moreover, the 2SLS model produces significant and 

positive results for Bsize, INDCHAIR, and Ln_Asset.  
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Lastly, Panel C of Table 5.8 presents the GMM results. The GMM estimation provides 

powerful instruments that address unobserved heterogeneity and simultaneity, which 

is important to minimise any endogeneity concerns (Wintoki et al., 2012). Wintoki et 

al., (2012) further argue that GMM allows for current governance variables to be 

influenced by past performance. This assumption makes GMM superior to Ordinary 

Least Square (OLS), Fixed Effects, and Random Effects models. The results from 

GMM estimation in Panel C are consistent with the main results. In sum, the results of 

all the three tests in Table 5.8 rule out the possibility of endogenous relations between 

gender-diversity and disclosure.  
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Table 5. 8 Lagged, 2SLS, and GMM models 

The association of the frequency of market-sensitive disclosure with women on board and firm characteristics using 

lagged independent variables, 2SLS, and GMM 

 LN_MSD (pooled) LN_MSD (pooled) LN_MSD (pooled) 

 Panel A: Lagged IVs Panel B: 2SLS Panel C: GMM 

 Coefficient (z-stat) Coefficient (z-stat) Coefficient (z-stat) 

PWD 
0.008*** 0.009** 0.009*** 

(4.550) (2.785) (4.352) 

BSIZE 
0.006 0.021 0.021** 

(0.573) (1.256) (2.181) 

BIND 
-0.004** -0.004** -0.004*** 

(2.532) (2.312) (3.991) 

INDCHAIR 
0.121*** 0.112* 0.112*** 

(2.623) (1.812) (3.087) 

BIG4 
-0.114** -0.085 -0.085*** 

(2.213) (1.430) (2.585) 

LN_ASSET 
0.024 0.047 0.047* 

(0.541) (1.067) (1.915) 

LEV 
0.075*** 0.000 0.000 

(3.023) (0.892) (0.985) 

PB_VAL 
0.007 -0.002 -0.002* 

(0.806) (1.164) (1.756) 

ROA 
-0.357*** -0.045 -0.045** 

(3.432) (1.351) (2.311) 

%SUBSHARE 
-0.000 0.000 0.000 

(0.023) (0.305) (0.538) 

INDUSTRY Included Included Included 

YEAR Included Included Included 

CONSTANT 
2.965*** 2.800*** 2.800*** 

(8.767) (8.700) (15.963) 

N 1672 2090 2090 

ADJ R2 0.408 0.382 0.382 

 LN_MSD refers to natural logarithm of the frequency of market-sensitive disclosures. PWD refers to the percentage of women 

on board. BSIZE refers to the number of board members. BIND refers to the percentage of independent directors. INDCHAIR 

refers to ‘1’ if the board has independent chair and ‘0’ otherwise. BIG4 refers to ‘1’ if the firm has big4 as an audit partner and 

‘0’ otherwise. LN_ASSET refers to the natural logarithm of total assets. LEV refers to firm leverage measured as total debt divided 

by total assets. PB_VAL refers to price to book value ratio measured as stock price divided by total assets minus intangible assets 

and liabilities. ROA refers to return on asset ratio measured as net income divided by total assets. %SUBSHARE refers to the 

percentage of shares held by substantial shareholders. INDUSTRY and YEAR refers to industry and year dummies respectively. 

*, **, *** shows significance level at 10%, 5%, and 1% respectively. 
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The study uses lagged values of the dependent variable to further test for self-selection 

bias in the sample. These results are reported in Table 5.9. As Table 5.9 shows, the 

coefficient on PWD is positive and significant at the 5% level or better in all tests 

except for non-market-sensitive disclosure volume (NMSDP). Based on the sensitivity 

tests, the study concludes that the results are unlikely to be influenced by endogeneity 

concerns. 
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Table 5. 9 Self-selection bias for market-sensitive and non-market-sensitive disclosures 

Controlling for self-selection bias by including lagged dependent variable as control variables 

 LN_MSD LN_MSDP LN_NMSD LN_NMSDP 

 Panel A: 

L.LN_MSD 

Panel B: 

L.LN_MSDP 

Panel C: 

L.LN_NMSD 

Panel D: 

L.LN_NMSDP 

Variables Coefficient (z-stat) Coefficient (z-stat) Coefficient (z-stat) Coefficient (z-stat) 

PWD 
0.004*** 0.004*** 0.002** 0.001 

(4.882) (3.815) (2.321) (0.957) 

BSIZE 
0.006 0.002 -0.006 0.005 

(0.923) (0.264) (-0.820) (0.638) 

BIND 
-0.001** -0.001 0.001 0.001* 

(-1.986) (-0.991) (1.015) (1.705) 

INDCHAIR 
0.035 0.038 0.081** 0.055* 

(1.273) (1.083) (2.334) (1.899) 

BIG4 
-0.018 0.005 -0.002 0.013 

(-0.767) (0.158) (-0.092) (0.530) 

LN_ASSET 
0.021 0.105*** 0.104*** 0.126*** 

(1.074) (4.317) (4.554) (5.336) 

LEV 
0.023* -0.011 -0.003 0.010 

(1.862) (-0.646) (-0.222) (0.741) 

PB_VAL 
0.005 0.005 0.017*** 0.024*** 

(0.863) (0.733) (2.819) (3.739) 

ROA 
-0.358*** -0.214** -0.023 -0.095 

(-4.512) (-2.386) (-0.250) (-1.023) 

%SUBSHAR
E 

0.000 -0.000 -0.001 -0.001** 

(0.719) (-0.160) (-1.625) (-2.308) 

L.LN_MSD 
0.687***    

(31.087)    

L.LN_MSDP 

 0.670***   

 (25.588)   

L.LN_NMSD 

  0.654***  

  (22.206)  

L.LN_NMSD

P 

   0.666*** 

   (20.724) 

INDUSTRY Included Included Included Included 

YEAR Included Included Included Included 

CONSTANT 
0.751*** 0.737*** 0.239 0.753*** 

(5.795) (4.172) (1.712) (5.000) 

N 1672 1672 1672 1672 

ADJ R2 0.714 0.567 0.559 0.654 

Notes: LN_MSD refers to natural logarithm of the frequency of market-sensitive disclosures. LN_MSDP refers to natural 

logarithm of the volume of market-sensitive disclosures. LN_NMSD refers to natural logarithm of the frequency of non-market-

sensitive disclosure. LN_NMSDP refers to natural logarithm of the volume of non-market-sensitive disclosure. PWD refers to the 

percentage of women on board. BSIZE refers to the number of board members. BIND refers to the percentage of independent 
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directors. INDCHAIR refers to ‘1’ if the board has independent chair and ‘0’ otherwise. BIG4 refers to ‘1’ if the firm has big4 as 

an audit partner and ‘0’ otherwise. LN_ASSET refers to the natural logarithm of total assets. LEV refers to firm leverage measured 

as total debt divided by total assets. PB_VAL refers to price to book value ratio measured as stock price divided by total assets 

minus intangible assets and liabilities. ROA refers to return on asset ratio measured as net income divided by total assets. 

%SUBSHARE refers to the percentage of shares held by substantial shareholders. L.LN_MSD and L.LN_MSDP refers to lag values 

of frequency and volume of market-sensitive disclosures. L.LN_NMSD and L.LN_NMSDP refers to lag values of frequency and 

volume of non-market-sensitive disclosure. INDUSTRY and YEAR refers to industry and year dummies respectively. *, **, *** 

shows significance level at 10%, 5%, and 1% respectively. 

The study also considers whether the results are driven by the few ‘busy’ female 

directors who sit on multiple boards and thereby influence the corporate disclosure. 

The study defines a ‘busy’ female director (BDIR) as someone who holds directorship 

positions outside the firm in a given year. For this test, the study restricts the sample 

to only those firm-years when firms have women on board. The study re-runs Model 

1 both with and without BDIR on board. These results are reported in Table 5.10. When 

busy directors are excluded from the sample, the coefficient on PWD drops to the 10% 

level of significance for MSD. However, the coefficient on PWD loses its significance 

for the volume of disclosures (MSDP). Thus, it appears that busy directors may have 

some influence on the overall disclosure strategy of a firm. 
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Table 5. 10 Effect of busy directors 

Corporate disclosure with and without busy directors (BDIR) 

 LN_MSD LN_MSD LN_MSDP LN_MSDP 

 Panel A: with BDIR 

Panel B: without 

BDIR Panel A: with BDIR 

Panel B: without 

BDIR 

Variables 

Coefficient (z-

statistics) 

Coefficient (z-

statistics) 

Coefficient (z-

statistics) 

Coefficient (z-

statistics) 

PWD 0.011*** 0.013* 0.011*** 0.017 

 (4.013) (1.850) (2.983) (1.498) 

BSIZE 0.008 0.007 -0.008 0.017 

 (0.458) (0.237) (-0.358) (0.366) 

BIND 0.001 -0.004 -0.002 0.002 

 (0.266) (-1.235) (-0.702) (0.493) 

INDCHAIR -0.044 0.086 0.028 -0.255* 

 (-0.418) (0.743) (0.250) (-1.741) 

BIG4 -0.347*** 0.040 -0.198* 0.117 

 (-3.929) (0.283) (-1.882) (0.931) 

LN_ASSET 0.067 0.134 0.325*** 0.317*** 

 (1.208) (1.351) (5.010) (2.905) 

LEV 0.138*** 0.002 -0.042 -0.031 

 (2.938) (0.036) (-0.835) (-0.464) 

PB_VAL 0.019 0.009 0.046** 0.073*** 

 (1.227) (0.410) (2.185) (3.406) 

ROA -1.061*** -1.165*** -0.818*** -0.620 

 (-5.024) (-3.151) (-3.292) (-1.631) 

%SUBSHAR

E 0.001 0.001 0.002 0.000 

 (0.547) (0.464) (1.326) (0.218) 

INDUSTRY Included Included Included Included 

YEAR Included Included Included Included 

CONSTANT 2.292*** 1.913* 2.010*** 1.660* 

 (5.727) (2.521) (4.167) (2.249) 

N 738 209 738 209 

ADJ R2 0.437 0.589 0.235 0.252 

Notes: LN_MSD refers to natural logarithm of the frequency of market-sensitive disclosures. LN_MSDP refers to natural 

logarithm of the volume of market-sensitive disclosures. LN_NMSD refers to natural logarithm of the frequency of non-market-

sensitive disclosure. LN_NMSDP refers to natural logarithm of the volume of non-market-sensitive disclosure. PWD refers to the 

percentage of women on board. BSIZE refers to the number of board members. BIND refers to the percentage of independent 

directors. INDCHAIR refers to ‘1’ if the board has independent chair and ‘0’ otherwise. BIG4 refers to ‘1’ if the firm has big4 as 

an audit partner and ‘0’ otherwise. LN_ASSET refers to the natural logarithm of total assets. LEV refers to firm leverage measured 

as total debt divided by total assets. PB_VAL refers to price to book value ratio measured as stock price divided by total assets 

minus intangible assets and liabilities. ROA refers to return on asset ratio measured as net income divided by total assets. 

%SUBSHARE refers to the percentage of shares held by substantial shareholders. INDUSTRY and YEAR refers to industry and 

year dummies respectively. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 
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The study also tests whether female executive directors influence the results. To 

perform this test, the study extends Model 1 by creating a dummy variable WED and 

sets it equal to ‘1’ if a firm has an executive female director in any given year. The 

study also employs an interaction between PWD and WED. In unreported tests, the 

study finds that executive female directors do not have any significant effect on the 

frequency and volume of corporate disclosure. 

5.6. Further analyses 

In this section, the study explores whether there is a critical mass threshold for gender-

diversity to have any significant effect on continuous disclosure. The study also tests 

for a possible non-linear relationship between gender-diversity and continuous 

disclosure. Table 5.11 presents the results of testing critical mass theory (Panel A) and 

non-linear relationship (Panel B). Kristie (2011) summarizes the critical mass theory 

by stating that “one is a token, two is a presence, and three is a voice”. Moreover, prior 

literature suggests that women on boards may influence board decisions and firm 

performance when there is more than one woman on the board (Kramer et al., 2006). 

To test this possibility, the study follows Liu et al., (2014) and creates three 

dichotomous variables: FWD1 equals  ‘1’ if there is one woman on board or ‘0’ 

otherwise; FWD2 equals  ‘1’ if there are two women on board or ‘0’ otherwise; and 

FWD3 equals  ‘1’ if there are more than two women on board or ‘0’ otherwise. The 

results in Panel A show that boards with only one woman on board do not significantly 

affect disclosure practices. However, the relationship between gender-diversity and 

disclosure becomes positive and significant if the firm has two women on board 

(coefficient = 0.155 and Z-statistic = 2.7). The relationship becomes much stronger 

and significant if a firm has more than two women on board (coefficient= 0.439 and 
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Z-statistic = 4.64). These results support the critical mass theory and confirm that 

women on corporate boards are still treated as ‘tokens’ unless there are two or more 

women on the board.  

Table 5.11 Panel B presents the results of the non-linear relationship between PWD 

and MSD. To check for non-linear relationship, the study uses square term of women 

on board PWD^ and adds to Model (1). The results in Panel B show that PWD becomes 

non-significant (coefficient = 0.0147; Z-statistic = 0.81) and PWD^ (coefficient = 

0.0029; Z-statistic = 3.62) is statistically significant. These results suggest that the 

relationship between PWD and MSD is non-linear (convex-curvilinear).  
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Table 5. 11 Critical mass and non-linear relationship 

The association of the frequency of market-sensitive disclosure with women on board and firm characteristics using 

critical mass theory and non-linear relationship 

 LN_MSD (pooled) LN_MSD (pooled) 

 Panel A: Critical mass Panel B: Non-linear relationship 

Variables Coefficients (z-stat) Coefficients (z-stat) 

FWD1 -0.036  

 (-0.912)  

FWD2 0.139**  

 (2.430)  

FWD3 0.383***  

 (4.230)  

PWD  -0.003 

  (-0.618) 

PWD^  0.001** 

  -2.149 

BSIZE -0.020 -0.008 

 (-1.843) (-0.763) 

BIND -0.003** -0.003** 

 (-2.469) (-2.253) 

INDCHAIR 0.057 0.059 

 (1.123) -1.162 

BIG4 -0.094* -0.096 

 (-1.678) (-1.636) 

LN_ASSET 0.141*** 0.133*** 

 (3.629) -3.272 

LEV 0.024 -0.001*** 

 (1.100) (-7.382) 

PB_VAL 0.010 0.001 

 (1.205) -1.135 

ROA -0.536*** -0.027*** 

 (-5.305) (-3.586) 

%SUBSHARE -0.000 0.000 

 (-0.448) (-0.368) 

INDUSTRY Included Included 

YEAR Included Included 

CONSTANT 2.233*** 2.266*** 

 (7.718) (7.459) 

N 2090 2090 

ADJ R2 0.416 0.381 

Notes: LN_MSD refers to natural logarithm of the frequency of market-sensitive disclosures. FWD1 refers to ‘1’ if a firm has 

only one woman director on board and ‘0’ otherwise. FWD2 refers to ‘1’ if a firm has two women directors on board and ‘0’ 

otherwise. FWD3 refers to if a firm has more than two women directors on board and ‘0’ otherwise. PWD refers to the percentage 
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of women on board. PWD^ refers to square of PWD. BSIZE refers to the number of board members. BIND refers to the percentage 

of independent directors. INDCHAIR refers to ‘1’ if the board has independent chair and ‘0’ otherwise. BIG4 refers to ‘1’ if the 

firm has big4 as an audit partner and ‘0’ otherwise. LN_ASSET refers to the natural logarithm of total assets. LEV refers to firm 

leverage measured as total debt divided by total assets. PB_VAL refers to price to book value ratio measured as stock price divided 

by total assets minus intangible assets and liabilities. ROA refers to return on asset ratio measured as net income divided by total 

assets. %SUBSHARE refers to the percentage of shares held by substantial shareholders. INDUSTRY and YEAR refers to industry 

and year dummies respectively. *, **, *** shows significance level at 10%, 5%, and 1% respectively. 

5.7. Conclusion 

This study examines the relationship between gender-diverse boards and the frequency 

and volume of continuous disclosures based on a sample of 418 ASX firms from 2009 

to 2013. Prior literature on the association between board composition and continuous 

disclosure primarily focused on board independence (e.g., Clarkson et al., 2003; Eng 

and Mak, 2003; Matolcsy et al., 2012). Moreover, prior studies used only the number 

of disclosure documents to measure the compliance level and the quality of continuous 

disclosure (Chapple and Truong, 2015; Beekes et al., 2014). The present study extends 

the literature in this area by providing evidence that gender-diversity has a significant 

influence on continuous disclosure.  

The results from this study show statistically significant association between women 

on boards and all types of continuous disclosure. More specifically, the results show 

that the presence of women on boards increases the frequency and improves the 

volume of all types of continuous disclosure. The results confirm that gender-diverse 

boards are active monitors and likely to curb the opportunistic behaviour of managers 

by enhancing the overall information environment (Adams and Ferreira, 2009; Gul et 

al., 2011; Jurkus et al., 2011). Further analyses provide support for the critical mass 

theory and suggest that women on boards affect the disclosure practices of a firm only 

when there are two or more on the board.  
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The present study contributes to both the academic literature and the current ongoing 

regulatory/professional debate on the inclusion of woman on corporate boards. The 

results confirm findings that suggest women are better monitors than men (Adams and 

Ferreira, 2009; Gul et al., 2008; Gul et al., 2011), and posit that women on corporate 

boards are likely to improve the frequency and volume of all types of continuous 

disclosures. The study contributes to the corporate governance literature that women 

on corporate boards are likely to improve the quality of governance mechanisms 

(through frequent and voluminous disclosures) and in turn elevate an efficient 

information environment. The results further suggest that the presence of one woman 

on a corporate board is still considered as a ‘token’. Thus, proponents of gender-

diversity need to increase the calls for the presence of multiple women on a single 

board so that women on corporate boards move from ‘tokens’ to ‘critical masses’. 

Future research may examine the role of gender-diversity on specific type of 

disclosure. Moreover, future studies may examine the impact of independent and 

executive women on the frequency and quality of continuous disclosure. 
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Chapter 6: Summary and Conclusion of Thesis 

6.1. Introduction 

This chapter summarises the study and its major findings. The first section provides the 

summary of findings. This section is subdivided in to three sub-sections. The first sub-

section presents the findings from the empirical chapter: the determinants of women on 

corporate boards. The second sub-section discusses the findings from the empirical 

chapter: women on corporate boards and incidence of receiving a ‘strike’ on the 

remuneration report. The third sub-section summarises the findings from the empirical 

chapter: gender diversity on corporate boards and continuous disclosure. The second 

section describes the potential limitations and the last section provides avenues for 

future research. 

6.2. Summary of findings 

Corporate boards are important as they approve important and strategic financial 

decisions, such as capital restructuring and appointment of senior executives (Ferreira, 

2010). Moreover, proponents of agency theory argue that the board is an important 

element of corporate governance as it has legal authority to hire, fire, compensate top 

management, and safeguard invested capital (Williamson, 1984). However, corporate 

boards are under strict scrutiny following the collapse of high profile organisations such 

as Enron, WorldCom, and Global Crossing (Petra, 2006). Senator Carl Levin, a member 

of a subcommittee investigating the collapse of Enron Corp., said that, “We think the 

[Enron] board was asleep at the switch and fell down on the job”. The inquiry into 

corporate collapses resulted in governance reforms around the globe such as the 
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Sarbanes-Oxley Act of 2002. These reforms are designed to enhance the accountability, 

integrity, and transparency of organisations (Petra, 2006).   

Cheng (2003) suggests that restructuring of the boardroom is one way to improve the 

governance mechanism in an organisation. To achieve the objective of better 

governance, an efficient board requires diligence (Hermalin, 2005), cooperation and 

coordination (Palmer, 1983), teamwork (Payne, Benson and Finegold, 2009), and a 

robust monitoring function (Ferris, Jaggannathan and Pritchard, 2003) from its 

members. Prior studies suggest that generally women have more wisdom and diligence 

than many male board members (Huse and Solberg, 2006). In leadership literature, 

women are considered as less autocratic than men, as likely to share power, and show 

concern for others (Eagly and Johnson, 1990; Ross and Offermann, 1997; Eagly and 

Johannesen-Schmidt, 2001; Eagly and Karau, 2002). Moreover, in governance 

literature, women are considered as better monitors than men, are likely to improve 

information environment, and are likely to improve the mental independence of the 

boardroom (Adams and Ferreira, 2009; Gul et al., 2011; Abbott et al., 2012).       

Regulators and policy makers have also responded to the call for more women on 

corporate boards, and adopted a number of approaches to improve gender diversity in 

the boardroom. In Australia, the ASX Corporate Governance Council included gender 

diversity as part of the ASX Corporate Governance Principles and Recommendation 

in 2010. Despite the arguments in favour of women on corporate boards, statistics 

suggest that women are still under-represented on the corporate boards of many ASX 

firms. As of 30th June 2016, a total of 20 companies in the ASX200, 52 companies in 

the ASX300, and 154 companies in the ASX All Ordinaries do not have any women 

on their corporate boards (AICD, 2016). Thus, why do some companies have women 
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on their corporate boards and others do not? This is an interesting research question 

the present study seeks to answer. 

6.2.1. Findings of determinants of women on corporate boards 

Prior gender diversity literature primarily focuses on finding the association between 

gender diverse boards and firm financial performance (see for example, Carter et al., 

2003). On the other hand, only few studies investigate the determinants of women on 

corporate boards (Hillman et al., 2007; Geiger and Marlin, 2012). Hillman et al., (2007) 

uses a dichotomous variable for the presence of women on corporate boards, and finds 

that firm size, industry type, firm diversification strategy, and board network are 

significant major determinants of the presence of women on corporate boards. Geiger 

and Marlin (2012) improve Hillman et al.’s (2007) work by including the proportion of 

women directors to capture the effect of multiple female representations on corporate 

boards. Using the ordinary least squares (OLS) regression analysis, they find that board 

size, proportion of independent directors, and board members with external 

directorships are significantly related to the percentage of female representation on 

corporate boards. However, their use of proportion of women as a dependent variable 

is a censored variable as it is not defined below zero and above 100%. Consequently, 

the use of OLS regression may be an inappropriate statistical method as it assumes the 

predicted dependent variable can lie outside the allowable range of zero to 100 percent 

(Tobin, 1958).  

The present study addresses the methodology limitation of Geiger and Marlin’s (2012) 

study by employing statistically appropriate ‘two-limit’ Tobit model for incorporating 

censored nature of dependent variable (Tobin, 1958). The study uses ASX Top 500 

firms’ data from post gender diversity recommendation starting from 2011 to 2014.  In 



Determinants and consequences of women on corporate boards: Australian evidence 

181 | P a g e  
 

addition, on the basis of prior gender diversity literature, the study uses a variety of 

variables such as firm size (Hillman et al., 2007), women as chair of the board (Smith 

et al., 2006), corporate governance index (Singh and Vinnicombe, 2004), Global 

Reporting Initiatives signatory (Bear et al., 2010), firm leverage (Jacobsen et al., 2010), 

board age (Nakano and Nguyen, 2011), CEO tenure (Adams and Ferreira, 2009), 

shareholder concentration (Yeh and Woidtke, 2005), BIG4 auditors (Gul et al., 2008), 

and board members’ external directorships (Geiger and Marlin, 2012), as possible 

determinants of women on corporate boards. For measuring firm size, due to 

inconsistencies in prior literature, the present study uses four most common proxies: 

total sales or revenue (Hambrick and Cannella, 2004; Hillman et al., 2007); market 

capitalisation (Charitou et al., 2001; Geiger and Marlin, 2012); total assets (Carter et 

al., 2003; Matolcsy and Wright, 2011; Monem and Ng, 2013); and book value of equity 

(Kasznik and McNichols, 2002). After controlling for industry variable and by 

employing both OLS and the ‘two-limit’ Tobit models, the present study finds that the 

two-limit Tobit approach with total asset as a proxy of firm size, produced the best 

results. The results suggest that the firm size, women as chairs of boards, better 

corporate governance quality, and firms that are Global Reporting Initiative signatories 

and with a BIG 4 audit partner, are likely to appoint women as directors. On the other 

hand, firms with relatively older board members, longer CEO tenure, and large block 

holders, are unlikely to appoint women as directors. Moreover, the results also suggest 

that the ‘two-limit’ Tobit model is superior to the OLS model when both are compared 

on the basis of maximization of log-likelihood, minimization of Akaike Information 

Criterion, and Schwartz Information Criterion. The results of this study are important 

as it contributes to the existing literature by employing a robust ‘two-limit’ Tobit model 

approach in finding the determinants of women on corporate boards. Moreover, the 
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study provides some initial evidence of the characteristics of firms that are likely to 

appoint women to their corporate boards following the ASX gender diversity 

recommendation. The findings are also important for shareholders and potential 

investors as they reflect the characteristics of companies that are likely to adopt and 

embrace change in the ASX Corporate Governance Principles and Recommendations.     

6.2.2. Findings of the association between women on corporate boards and 

likelihood of receiving a ‘strike’ on remuneration report. 

The present study is unique as it does not limit the discussion to the determinants of 

women on corporate boards, but it goes beyond and discusses some consequences of 

having a woman on corporate boards. Most of the prior studies that examine the 

consequences of women on corporate boards focus primarily on the relationship 

between gender diverse boards and firm financial performance (Almazan and Suarez, 

2003; Bonn, 2004; Farrell and Hersch, 2005; Nguyen and Faff, 2007; Wang and Clift, 

2009; Liu et al., 2014; Post and Byron, 2015). On the other hand, there are only few 

studies that go beyond the traditional gender-firm performance relationship and 

examine some different consequences of having women on corporate boards (Adams 

and Ferreira, 2009, Nielsen and Huse, 2010, Gul et al., 2011; Abbott et al., 2012; Triana 

et al., 2013; Upadhyay and Zeng, 2014). 

Among the duties of corporate boards, setting effective compensation for top 

management has received considerable attention in prior literature (Clarkson et al., 

2011). Failure to effectively compensate top executives has resulted in regulatory 

reform in many countries (Chalmers et al., 2006). In an effort to establish regulatory 

reforms to curb excessive executive pay, Australia was the first country to introduce a 

unique ‘two-strike’ rule, effective from 1 January 2011. Under this rule, if a firm’s 
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remuneration report receives 25% or more ‘no’ votes (‘strike’) for two consecutive 

years (‘two strikes’), the board of directors (except the CEO) potentially faces re-

election. In an early investigation of this rule, Monem and Ng (2013) suggest that 

smaller firms with weaker corporate governance mechanisms are likely to receive 

‘strikes’ from their shareholders. Conversely, prior research suggests that women on 

corporate boards contribute to the corporate governance by increasing the mental 

independence and enhancing the monitoring function of the board (Abbott et al., 2012; 

Adams and Ferreira, 2009). The inception of the ‘two-strike’ rule, the introduction of 

the gender diversity recommendation, and the nexus between women on corporate 

boards, corporate governance, and executive remuneration, lead to the interesting 

question from shareholders, of whether having women on corporate boards reduces the 

likelihood of receiving a ‘strike’ on remuneration reports.  

To achieve the above objective, the study uses a sample of 314 firms that received a 

‘strike’ from years 2011 to 2013. Following Monem and Ng (2013), the present study 

constructs a sample of control firms matched on the basis of the Global Industry 

Classification Standard (GICS) using the economic sector classifications, operating 

revenue, and fiscal year-end for each sample year. Consistent with Abbott et al.’s 

(2012) recommendation on the treatment of case/control design, a conditional logistic 

regression analysis is employed to test the relationship. Consistent with Monem and Ng 

(2013), the dependent variable, incidence of receiving a ‘strike’, is captured by a 

dichotomous variable ‘1’ in the instance of ‘strike’ and ‘0’ otherwise. Based on prior 

literature, the study controls for: board size (Hillman et al., 2007), firm size (Monem 

and Ng, 2013), board independence (Andersen et al., 2004), CEO\chair duality (Beasly, 

1996), presence and independence of remuneration committee (Cybinski and Windsor, 

2013), and presence of women on remuneration committees (Lee and Farh, 2004). 
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Initial investigation suggests that in 2011, 28% of the ‘strike’ firms and 51% of the 

control firms had at least one female director. A similar pattern existed in the following 

years (2012: 25% as compared to 59%, and 2013: 30% as compared to 65%). The 

results further suggest that 72.3% of firms that receive a ‘strike’ have no women on the 

board. However, 27.7% of the ‘strike’ firms have at least one woman on their boards. 

Moreover, 58.3% of the sample firms with at least one female director did not receive 

a ‘strike’. The reason for lack of women in ‘strike’ firms might be the relatively smaller 

size of ‘strike’ firms and due to lack of visibility many of these firms do not comply 

with the governance recommendations. The results from conditional logistic regression 

provide strong support for the proposition that the presence of women on corporate 

boards lowers the likelihood of receiving a ‘strike’ on the remuneration report. This 

finding is consistent with prior studies which suggest the presence of women on 

corporate boards enhances the overall monitoring function of the board (Adams and 

Ferreira, 2009). The result is also consistent with the study of Rogelberg and Rumery 

(1996) which shows that the inclusion of even one woman director in an all-male board 

is likely to improve the board’s decision making process. The study contributes to the 

existing literature and finds support for the claim that women on corporate boards are 

important in order to align the interests of shareholders and directors of firms. 

Moreover, this study also rejects the assumption of women being treated as ‘tokens’ 

and suggests that even the presence of one woman reduces the likelihood of receiving 

a ‘strike’ on a remuneration report from shareholders. 



Determinants and consequences of women on corporate boards: Australian evidence 

185 | P a g e  
 

6.2.3. Findings of the association between women on corporate boards and the 

level of continuous disclosure made by the firm 

Australia is among few other countries (i.e. U.K., New Zealand and Singapore) that 

require mandatory continuous disclosure (which is backed by statutory legislation) for 

listing purposes. In Australia, the ASX Listing Rule 3.1 requires firms to immediately 

disclose any material information to the market that is likely to affect the security 

prices of the firm. Non-compliance with Listing Rule 3.1 may result in civil and 

criminal penalties for a firm. The requirement for an immediate notification of any 

material information to the market is also supported in the first edition of the ASX 

Corporate Governance Principles and Recommendations in 2003.  

Prior continuous disclosure literature primarily focuses on finding the relationship 

between corporate governance quality and the level of continuous disclosure. For 

example, Beekes and Brown (2006) find that the firms with better corporate 

governance are likely to provide more frequent and timely continuous disclosure. 

However, these studies discounted the role of women on corporate boards while 

measuring corporate governance quality. In an attempt to investigate the impact of the 

individual governance mechanism on the level of continuous disclosure, Motalcsy et 

al., (2012) examine the relationship between board independence (majority of non-

executive board members) and the level of continuous disclosure. They argue that an 

independent board is an effective board which improves the overall governance 

mechanism of a firm. However, their result finds no support for the relationship 

between board independence and the level of continuous disclosure. If better 

governance positively affects continuous disclosure and board independence is not 

associated with continuous disclosure, it suggests that there are other mechanisms 
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which improve governance and ultimately enhance the level of continuous disclosure. 

Prior literature suggests that having women on corporate boards improves the 

monitoring mechanism, enhances the information environment, and reduces agency 

cost (Adams and Ferreira, 2009; Gul et al., 2011; Jurkus et al., 2011). The missing role 

of women on corporate boards when measuring corporate governance quality, no 

association between board independence and the level of continuous disclosure, and 

evidence of women as better monitors and enhance information environment, provide 

an interesting setting to examine whether the presence of women on corporate board 

affects the level of continuous disclosure.  

In regards to the third research question, the study analyses a sample of 418 firms from 

the ASX top 500 firms over the period of 2009 - 2013. Similar to Matolcsy et al., 

(2012), the study employs two different proxies for measuring the frequency of 

continuous disclosure practices in a given year: (1) the total number of market-

sensitive disclosures, and (2) the total number of disclosures not sensitive to the market 

(non-market-sensitive disclosures). Additionally, following prior studies (e.g., 

Krippendorff, 1980; Marston and Shrives, 1991; Hackston and Milne, 1996) the study 

adopts a content analysis approach by counting the number of pages to measure the 

volume of disclosure for each disclosure document. After controlling for several other 

corporate governance and firm characteristics, the study finds a positive and 

significant relationship between board gender-diversity and the frequency and volume 

of both types of continuous disclosures. The findings further suggest that more than 

one woman is required on the board to make a difference in continuous disclosure 

practices. Thus, these results are consistent with the prediction of the critical mass 

theory (Kanter, 1977; Kristie, 2011). The results confirm findings that suggest women 

are better monitors than men (Adams and Ferreira, 2009; Gul et al., 2008; Gul et al., 
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2011), and the study posits that women on corporate boards are likely to improve the 

frequency and volume of all types of continuous disclosures. The study contributes to 

the corporate governance literature that women on corporate boards are likely to 

improve the quality of governance mechanism (through frequent and voluminous 

disclosures) and in turn elevate an efficient information environment. The results also 

contribute to the agency theory literature that women on corporate boards are needed 

to enhance continuous disclosure practices, which in turn reduces information 

asymmetry. Moreover, the results are important as they suggest that having women on 

corporate boards enhances the level of continuous disclosure and prior literature 

suggests that adequate literature is needed to develop efficient capital market (Healy 

and Palepu, 2001). This implies that women on corporate boards contribute to the 

development of an efficient capital market. The results further suggest that the mere 

presence of one woman does not improve the level of disclosure, thus the regulators 

and policy makers need to increase the calls for multiple women on corporate boards.  

6.3. Limitations of study 

This study is probably the first comprehensive study that incorporates both 

determinants and major consequences of having women on corporate boards in the 

Australian “if not, why not” regulatory environment. However, like other empirical 

studies, this study also has some limitations.  

1. In finding major determinants of having women on corporate boards, this study 

only focuses on the ASX Top500 companies and in the Australian “if not, why 

not” regulatory environment. Thus, the generalizability to all firms in different 

regulatory environments may be inappropriate. Although most firm and 

governance characteristics are included in the study, there is a possibility that 
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some other firm or governance characteristics that are not included in this study, 

may affect the likelihood of appointing women to corporate boards. 

2. In examining the consequences of having women on corporate boards, this 

study does not provide direct evidence and relies on prior research that having 

women on corporate boards significantly affects governance function. 

Specifically, in investigating the relationship between women on corporate 

boards and the incidence of receiving a ‘strike’ on the remuneration report from 

shareholders, most of the variables which may affect this relationship are 

included in the study. However, there is a possibility that there may be other 

potential variables that affect the relationship between women on boards and 

executive remuneration, which are not included in this study. Moreover, the 

sample of the study starts from the first year when the ‘two-strike’ rule came 

into effect in 2011. Consequently, there is the possibility that many shareholders 

of firms were not properly familiar with the ruling which may have resulted in 

a very small sample of ‘strike’ firms. 

3. In exploring the relationship between women on corporate boards and 

continuous disclosure, the study uses sample data starting from 2009, which is 

just after the Global Financial Crisis in 2008. Thus, one can argue that there was 

a possibility of change in disclosure practices (generally more disclosures to 

keep shareholders’ confidence) of firms after the Global Financial Crisis. 

Moreover, there might be some other variables which are omitted from the 

study, which drive the relationship between women on corporate boards and 

continuous disclosure regulation. In finding the level of disclosure, the present 

study uses the frequency and volume of continuous disclosure; however, this 

does not represent the ‘quality’ of disclosure. Prior continuous disclosure 
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studies refer to ‘quality’ as the frequency and timeliness of the continuous 

disclosure. However, the present study believes that ‘quality’ is a broad term 

and it depends on a multitude of other firm specific factors such as industry 

classification, size of the firm, and the expectations of the shareholders. Thus, 

while interpreting results, due care is required and analysts should not mix 

frequency and volume with ‘quality’ of continuous disclosure.       

6.4. Possible future research directions 

Due to the fact that the ASX gender diversity recommendation is relatively new, firms 

are still working to achieve a gender balanced structure for their corporate boards. 

Future research, along with this study, may motivate firms to appoint more women to 

their corporate boards. 

1.  In finding determinants of women on corporate boards, future studies may 

include remuneration practices of firms. For example, it will be interesting to 

find what remuneration structure will be likely to attract women to corporate 

boards.  

2. A nomination committee is vital in terms of hiring directors. Future research 

may look at whether the presence of women directors on nomination 

committees will affect the recruitment of women to corporate boards.  

3. Women might look at certain factors such as policies in relation to flexible 

working, and support for employees with family and caring responsibilities, 

when accepting directorship positions in companies. Future researchers might 

consider conducting qualitative research by developing a questionnaire or 

interviewing female directors in order to find their preferences when choosing 

a company. 
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4. In finding consequences of having women on corporate boards, future studies 

may consider looking at women directors’ characteristics such as age, 

education, and experience. For example, it would be interesting to investigate 

whether experienced women directors, after working with male directors for 

many years, adopt male characteristics and thus would not be able to provide 

monitoring mechanisms as discussed in prior literature.  

5. Although the statistics suggest that there are very small numbers of 

independent women directors in ASX listed companies, future research, in 

examining the consequences of having women on corporate boards, may create 

proper distinctions between executive, non-executive, independent, and grey 

directors. For example, prior literature suggests that executive directors are 

more informed and may be likely to use information for their own benefit (Lim 

et al., 2007). Thus, it would be interesting to find whether women executive 

directors are likely to withheld information for their own benefit. 
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