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Abstract 

 
Utilizing a complete nine-year dataset, this research investigates the link among age diversity among 

directors, board education qualifications, and earnings management in the context of Nigerian listed 

deposit money banks. The study was conducted from 2013 through 2021, spanning nine years. 

Agency theory serves as the underpinning framework for this study. Regression analysis yields 

strong evidence that the age distribution of directors and the board's educational background impact 

the profit management of these firms. Specifically, earnings management significantly decreases 

when there are more board members with formal education, particularly in the financial and 

accounting sectors. Furthermore, a broad age group on the board may hinder profit management due 

to age-related risk aversion and varied experience. This study sheds important light on the crucial 

role that board characteristics play in shaping profit management strategies used by Nigerian banks. 

It also argues that, to improve governance, banks should encourage the appointment of individuals 

with a background in finance to their boards. Future studies may enhance these and other aspects, 

given its limitations, including observational data and a sector-specific emphasis, to provide a more 

thorough understanding of the dynamics of earnings management. This research provides 

practitioners and policymakers with guidance for efficient corporate governance in Nigerian deposit 

money firms by highlighting the critical role that board composition plays in profit management 

techniques. 
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1. Introduction 

Managers engage in earnings manipulation, employing tactics to alter profitability 

and prevent annual financial losses (Cohen &Zarowin, 2010). These strategies, 

involving accounting tricks like adjusting accruals or shifting transactions between 

periods, can temporarily lower profits, impacting business owner perceptions. 

However, the consequences of this accrual-based earnings management, such as 

financial deficits, insolvency, and fraudulent activities, highlight the short-lived 

nature of such practices. A concrete example is the 2009 declaration by the Central 

Bank of Nigeria (CBN) of the risk of collapse for several banks due to capital 

deficiencies revealed during unsuccessful audit tests. Meanwhile, the stock market 

plays a pivotal role in meeting public and country requirements by offering goods, 

services, and necessities.  

 

Investors contribute financial assistance, expecting positive returns, thus benefiting 

both the economy and investors. Nevertheless, concerns arise due to accounting 

standards, insufficient regulations, and factors influencing financial activity, 

leading to worries about potential investment losses (Kehinde & Olanrewaju, 

2010). To address these concerns, robust rules and regulations ensuring trustworthy 

financial reporting are crucial for fostering investment growth in the Nigerian 

economy. The SEC Code of 2011, with its emphasis on profit, safety, and security, 

plays a vital role in enhancing investor trust and contributing to overall economic 

stability and development. Since financial reporting includes information about 

investment gains, many stakeholders—especially investors—are very interested in 

it. According to Das and Kim (2013), reported investment earnings are a significant 

determinant of future investment returns for shareholders. By taking into account 

its effect on the anticipated accruals for future earnings, financial analysts can 

assess the effect of earnings management on reported earnings (Abarbanell 

&Lehavy, 2003). A company may experience both positive and negative effects 

from its earnings management (Hui & Fatt, 2007).  

 

Managers inflate the company's profitability by manipulating financial reports 

using specific techniques. For the purpose of computing discretionary accruals, a 

number of models, such as the Modified Jones (1995), Dechow and Dichev (2002), 

Kothari, Leone, and Wasley (2005), and Jones (1991) models, can be used in place 

of earnings management. Because it has a high degree of reliability in forecasting 

discretionary accruals, the Modified Jones Model (1995) is frequently used (Fodio, 
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Ibikunle, & Oba, 2013). A significant portion of banks' profits, the loan loss 

provision, is manipulable, claim Magliolo and Chamberlain (1995). 

Notable Nigerian companies involved in corporate malfeasance include Lever 

Brothers PLC, Cadbury Nigeria PLC, and African Petroleum PLC (Ajibolade, 

2008; Miko &Kamardin, 2015). The Central Bank of Nigeria (CBN)'s 2009 

investigation into the activities of the 24 listed banks revealed that scandals, 

careless management, and poor corporate governance were the main causes of the 

banks' near-collapse. This has been found out. The central bank gave the first five 

banks (Afribank, Finbank, Intercontinental Bank, Oceanic Bank, and Union Bank) 

that didn't pass the CBN examination a total of N420 billion ($2.8 billion). To 

improve the liquidity of four banks—Bank PHB, Equatorial Trust Bank, Spring 

Bank, and Wema Bank—an extra N200 billion ($1.33 billion) was injected. The 

aim of this measure was to guarantee the banks' stability, protect them from 

economic difficulties, and sustain their ability to operate as profitable businesses. 

 

Fodio et al. (2013) argue that company failures in Nigeria can be attributed to 

corporate governance deficiencies, dishonest directors, and profits manipulation. 

The creation of the corporate governance code of FRCN 2013 aimed to enhance the 

quality of financial reporting profitability and address the deficiencies of the 

previous CG Code. The 2018 code was revised to address the deficiencies of the 

previous version and enhance the integrity of the financial report. The amended 

criteria seek to strengthen financial reporting, reduce agency worries, and limit 

management opportunism. The CGC 2018 ensures that a balanced mix of skills and 

diversity, encompassing experience and gender, is maintained in order to facilitate 

the effective operation of the Board and its Committees. This is achieved without 

compromising the qualities of competence, autonomy, and integrity. The 

effectiveness of the board relies heavily on its diversity, experience, impartiality, 

and talents (Businessday, 2018). 

 

The approach to earnings management by management may vary depending on the 

diversity of the board. Various factors, such as director age, gender, qualifications, 

and ethnicity, are utilized to predict the impact of the board on profit management 

(Dey, 2008; Marra et al, 2011). Research has focused on board diversity and 

profitability management in emerging nations due to their rapid economic growth 

and unique corporate control requirements (Dimitropoulos &Asteriou, 2010).  

Nigeria stands out as one of the few developing nations that have actively pursued 

research endeavors. Saona et al. (2019), Baier-Fuentes (2019), Ann (2015), and 

Jamaludin et al. (2015) found that board structure features (size, independence, and 

meeting) influenced earnings management. Several studies have explored the 



134 
 

association between board diversity (in terms of race, gender, and nationality) and 

earnings management. These investigations include the works of Temile (2018), 

Gull (2018), Nyoka (2018), Obigbemi et al. (2016), and Enofe et al. (2017). The 

study in issue neglected the financial industry owing to its employment of a unique 

paradigm. However, it is important to note that applying the findings from banks to 

other sectors is impeded by industry regulations, policies, and other environmental 

variables that are specific to each sector. Disparities emerge due to the varying 

operational frameworks employed by financial institutions, including banks 

(Thangavelu, 2015). 

 

The majority of Nigerian research has neglected the financial sector and employed 

inadequate models for assessing earnings management in banks. A facet that had 

been neglected in earlier research on profit management was the topic of board 

qualification, which was brought to light at the CGC 2018 conference. The age of 

board members received minimal attention. It is imperative to reevaluate relevant 

studies utilizing Nigerian data and a model suitable for the banking sector. To fill 

research gaps, we investigated the correlation between board diversity and profit 

management in listed deposit money banks (DMBs) in Nigeria. 

 

2. Literature Review 

There is currently no widely operationalized definition of earnings management in 

the accounting literature. Various terms are used to refer to earnings management, 

including income smoothing (Tucker &Zarowin, 2006), creative accounting 

(Balaciu, et al, 2009), and accounting numbers game (Mulford & Comiskey, 2002). 

In order to manipulate financial reports and deceive stakeholders about the true 

state of the company's finances or to sway the results of contracts that rely on 

disclosed accounting data, Healy and Wahlen (1999) defined earnings management 

as the manipulation of financial statements through the use of financial reporting 

judgments. 

 

2.1 Educational Qualification and Earnings Management 

According to Hambrick and Mason (1984), a person's educational history 

somewhat reveals their knowledge and abilities. Moreover, researchers claim that 

educational background is the strongest measure of informational variety (Sanda et 

al, 2011). As a result, the range of expertise and abilities within the board of 

directors explains the board's diversity in educational background. According to 

Cohen and Levinthal (1990), a gain in knowledge allows one to solve problems 

more quickly. While individual directors may not have all the information and 
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abilities required, as a group they could since the board brings together viewpoints, 

connections, and other resources. (Sundaramurthy& Kor, 2009).  

The impact of loan loss provision on the earnings management of Nigerian listed 

DMBs is investigated by Farouk and Isa (2018). The population of the research, as 

of 2015, consisted of 15 designated DMBs in Nigeria, according to the Chang, et 

al (2008) model. For the years 2008 through 2015, bank accounts and data were 

gathered via annual reports. The panel regression approach was used, and the data 

analysis tool utilized was Stata 13. Results: The results showed that all of the factors 

(loan loss provision, total assets, loan charge off, and initial balance of loan loss) 

significantly affect the banks' discretionary loan loss provision. None of the 

diversity factors across the board were included in this research. To close the gap, 

a replication of this work is thus required. 

 

Ibrahim et al. (2014) carried out a conceptual analysis of the earning management 

of industrial businesses in Nigeria and the board features (CEO duality, Board 

independence, meetings, size, and financial education). The study's findings 

indicated that the majority of earlier research indicates that boards of directors play 

a significant role in the organization's governance structure by overseeing the 

accuracy of the data included in financial reports. Hence, efficient boards minimize 

earnings management. Because of the variability of Nigeria's culture, economy, and 

sectors, it is necessary to repeat this research there. 

 

Rajeevan and Ajward (2019) investigated the relationship between specified 

corporate governance characteristics and earnings management in a subset of Sri 

Lankan listed businesses. The Modified Jones Model was used to proxy the degree 

of earnings management, while the board financial education, CEO duality board 

meetings, audit committee meetings, and audit committee expertise were used to 

proxy the features of corporate governance. Seventy listed companies representing 

the tobacco, food, beverage, hotel, travel, oil palm manufacturing, diversified, and 

health care sectors were chosen based on their highest market capitalization from 

2015 to 2017. These companies accounted for 59.9% of the total market 

capitalization of CSE. According to this research, corporate governance has a 

detrimental impact on managing profitability. 

 

2.2 Director’s age and Earnings Management 

According to Wiesema and Bantel (2009), an individual's age may be used as a 

surrogate for experience, risk-taking behavior, and adaptability. According to 

Wiersema (2005), a person's age is likely to have an impact on their perceptions 

and judgment. The readiness of younger managers to take risks compared to their 
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older counterparts is indicative of the general reduction in flexibility and openness 

to change that occurs with age (Hambrick & Mason, 1984). Tyler and Steensma 

(1998) found that there was a relationship between age and a number of variables, 

including job experience, industry tenure, company growth, innovation initiatives, 

and organizational tenure. According to Child (1974) and Noburn and Birley 

(1988), younger managers often do better than their older counterparts because they 

are seen to have more education and up-to-date technical expertise (Bantel & 

Jackson, 1989). 

 

Nyoka (2018) studied the connection between manufacturing businesses listed on 

the Nairobi Securities Exchange's profitability management and board diversity. 

The agency theory, stewardship theory, and positive accounting theory are all cited 

in the paper. Between 2011 and 2017, a population of nine manufacturing 

businesses listed on the Nairobi Securities Exchange were the subject of this 

descriptive analysis. by the use of secondary data taken from manufacturing 

businesses listed on the NSE's annual reports. The research found that Kenyan 

manufacturing enterprises' ability to control profits was significantly impacted 

negatively by the prevalence of gender diversity. The administration of income 

remains unaffected by the presence of persons belonging to distinct age groups.  

 

In an investigation by Ann (2015), the impact of board composition on profits 

manipulation in Kenyan listed businesses was looked at from 2010 to 2014.  As of 

December 31, 2014, 64 listed enterprises made up the study population. Pre-

existing data from secondary sources were used in the research. Agency theory, 

resource dependency theory, and institutional theory all provided support for the 

research. Matrix analysis and regression were used to examine the retrieved data. 

The research found that organizations' capacity to manage their profits successfully 

was highly impacted by a number of criteria, including financial leverage, ethnic 

diversity, board participation, size, and independence. Replicating this research in 

Nigeria's setting is essential, given the country's diverse culture, economy, and 

industries. Furthermore, disparate results were obtained from the activities of 

different industries, banks, and financial organizations. It is crucial to repeat this 

research in other industries, with a concentration on financial institutions, in order 

to close the gap. 

 

Wicaksana et al. (2017) examined the relationship between earning management 

and board diversity in Indonesian listed businesses. In place of board diversity, the 

ethnic diversity index was used, and discretionary accruals were used as a gauge 

for earnings management. Multiple regression analysis was performed on the data 
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using a purposive sample of 298 observations. The results show that board diversity 

and earnings management are negatively correlated. Put another way, earnings 

management becomes less common as board diversity rises.  

 

Almashaqbeh, et al., (2019) looked at the connection between real earnings 

management (REM) and the age diversity of foreign board members. This research 

examined nonfinancial company enterprises from 2011 to 2015 using quantitative 

techniques and longitudinal data. There were 44 companies in the service sector 

and 57 companies in the industrial sector in the sample. Descriptive statistics and 

the Panel Corrected Standard Errors (PCSE) regression approach were used to 

evaluate the data. This research found significant negative connections between age 

diversity with REM and the participation of foreign board members.  

 

The Agency Theory, developed by Jensen and Meckling in 1952 and expounded in 

1976, is pertinent to understanding the relationship between board diversity and 

earnings management in listed DMBS in Nigeria (Jensen & Meckling, 1952; Jensen 

& Meckling, 1976). The theory delves into the complexity of agency relationships, 

where principals engage agents for decision-making on their behalf. Managers, 

seeking diversification, aim to enhance compensation, prestige, and power while 

protecting their positions and managing specific investments to mitigate risks 

(Jensen, 1986; Jensey & Murphy, 1990; Amihud& Lev, 1981). This diversification 

may influence accounting figures and create an environment conducive to 

undetected earnings management. The Agency Theory posits that when both parties 

maximize value, agents may engage in opportunistic behavior, leading to agency 

costs (Jensen & Meckling, 1976). Diversity in the board, encompassing factors like 

gender, skin color, or age, is seen as a potential mitigating factor, with women in 

top management potentially easing earnings management practices due to their 

perceived higher ethical values and risk aversion (Betz et al., 1989; Krishnan & 

Parsons, 2008). The theory also underscores the importance of addressing agency 

costs, information asymmetry, and the role of modesty in executive pay, advocating 

for the creation of independent remuneration committees (Kay and Silnerston, 

1995). Moreover, the study suggests that the Agency Theory is more concerned 

with short-term performance, particularly relevant for older executives near 

retirement (Davidson, 2007). The theory argues that a diversified board, both 

culturally and educationally, can contribute to a robust knowledge base, impacting 

performance and reducing earnings management (Tsakumis, Campbell, &Doupnik, 

2009). It emphasizes that the existing financial reporting rules may not be sufficient 

for international comparability. In the context of the current study, the Agency 

Theory is highly relevant as boards of directors act as agents for shareholders, 
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potentially leading to agency problems if directors pursue self-interest, 

manipulating financial records, especially in times of poor firm performance when 

rewards are tied to firm performance. 

 

3. Methodology and Model Specification 

The methods used combines descriptive and correlational designs, enabling the 

statistical analysis of the connection between profits management and board 

diversity. This quantitative investigation is guided by the positivist worldview. 

Based on their published audited annual reports and accounts from 2013 to 2021, 

the population consists of all 14 listed Deposit Money Banks on the Nigerian Stock 

Exchange as 31st December, 2021. Because the data are dual in nature—they 

include cross-sectional and time series elements—panel data regression was used. 

Utilizing a variety of methods, such as ordinary least squares, fixed effect, and 

random effect regression, along with diagnostic tests like the Hausman 

specification test, Variance Inflation Factor (VIF) test, multicollinearity, 

heteroskedasticity, normality, and auto-serial correlation, the data analysis is made 

easier with STATA 14 statistical software, guaranteeing the analysis's validity and 

robustness. 

 

Table 1: Variables Measurement 

Definitions  Variable Type         Measurement Source  

Earnings 

Management 

Dependent 

Variable 

 

Discretionary loan loss 

provision all over lagged 

total Assets. 

Chang, Shen, & 

Fang, 2008;Farouk 

& Isa, 2018 

Board 

Educational 

Qualifications 

Independent 

Variable 

The number directors 

with any financial 

qualifications or 

expertise divided by total 

number of directors on 

board. 

Johl et al., 2013 

Age Diversity Independent 

Variable 

The standard deviation 

of the director’s age 

Solans et al., (2012) 

Source: Authors’ Compilations, 2022 

The dependent and independent variables measurements are presented in the table 

below. The model of discretionary by Chang, Shen, & Fang (2008) will be used to 

measure loan loss provision for the study since it was specifically built for the 

banking sector as shown below. 

DLLPi /TAt-1 = LLPit/TAt-1 – {α0 1/TAt-1 + α1 LCOi/TAt-1 + α2 BBALi/TAt-

1} 
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Where: 

DLLP = Discretionary Loan Loss Provision 

LLP = Loan Loss Provision 

LCO = Loan Charge-Off 

BBAL = Beginning Balance of loan loss 

TAt-1 = Lagged Total Assets 

α0= Constant 
 

The model that captures the effect of board qualification and age diversity on 

earnings management is specified as follows:  

 

DLLP it =β0+β1BEit+β2ADit+β3FSZit + eit 

Where: 

i = firm 

t = year 

β0 = Intercept β1, β2,n= the coefficients of the variables. 

e = Error term. 

DLLP = Discretionary loan loss provision 

TAt-1 = Lagged total assets 

BQ = Board qualification 

AD = Age diversity’s 

FSZ = Firm size 

 

4. Result and Discussion 

Descriptive Statistics 

The descriptive statistic table displays the mean, standard deviation, maximum, and 

minimum values for each dependent and independent variable. Table 2 contains a 

summary of descriptive statistics. 

 

Table 2: Summary statistics 

   Mean   Std. 

Dev. 

  min   max   

skewness 

  

kurtosis 

 EM .004 .007 0 .053 4.747 30.281 

 

BEQ 

.368 .132 .091 .625 -.038 2.216 

 AD 1.362 1.655 1.001 13.035 5.854 38.115 

 FSZ 2.239e+12 1.935e+12 1.565e+11 1.038e+13 1.7 6.081 

Source:STATA 14 Outputs, 2022 
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Table 2 shows that discretionary accruals had a mean value of 0.04. Discretionary 

accruals are used in this research as a proxy for earnings management. A result of 

0.004 suggests that throughout the study period, the selected banks did not engage 

in significant profit manipulation. Discretionary accruals were found throughout 

the research period, with the lowest and highest values, 000119 and 0.053, 

respectively. According to the statistics, certain firms had higher than average rate 

of earnings manipulation (5.3%), however over the study period, fewer of the 

sampled organizations engaged in earnings manipulation. This validates the earlier 

theory that the DAC mean indicates little profit manipulation. 

 

The proportion of directors with financial competence relative to the total number 

of board members indicates the average level of board qualification, which is 36.8% 

with a standard deviation of 0.132. Applications are received by the board from a 

variety of individuals; the maximum proportion of qualifying applicants is 62.5%, 

while the lowest percentage is 9.1%. The low standard deviation of 0.132 suggests 

that the deposit money institutions on the list are not very diverse. 

 

The mean age of directors at the listed deposit money institutions varies 

significantly, as Table 4.1 shows. With a range of 1.001 to 13.035 years, the 

standard deviation indicates the average age, which is 1.362. The low standard 

deviation of N19.1 billion suggests that there is little fluctuation in the total assets 

of Nigeria's listed deposit money institutions, which average N22.3 billion. The 

minimum and maximum firm sizes are N160b and N1tr, respectively.  

 

The skewness values are shown in Table 2 indicate that, despite the data's apparent 

negative skewness, a normal distribution is really anticipated. Furthermore, Table 

1's kurtosis value suggests that a normal peak is probably present in the distribution. 

This is consistent with other research showing the predictive value of kurtosis and 

skewness in predicting data distribution. It is possible to determine if the data is 

skew or has an unusual kurtosis by looking at the data (Bai & Ng, 2005; Barato& 

Seifert, 2015; Blanca, Arnau, Lpez-Montiel, Bono, & Bendayan, 2013; Kollo, 

2008; Maru). 

 

Correlation Matrix  

The connection between each of the two pairs of variables in the model is shown in 

the correlation matrix. The correlation between the explanatory and explained 

variables must exist, but even so, the correlation between the independent variables 

should be zero (Gujarati, 2004) 
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Table 3: Correlation Matrix 
Variables (1) (2) (3) (4) 

(1) EM 1.000    

(2) BEQ -0.099    

 (0.289)    

(3) AD -0.415* 1.000   

 (0.000)    

 (0.213) (0.402) 1.000  

(4) FSZ 0.225* 0.053 -0.048  

 (0.015) (0.574) (0.605) 1.000 

Source: STATA14 Output, 2022 
 

Note that the correlation coefficient's value falls between 1.0 and -1.0. A perfect, 

strong, positive linear link between a variable and itself is indicated by a coefficient 

of 1.0 on the matrix (diagonal), while the existence of a perfect, strong, negative 

association is shown by a value of -1.0. A moderate association and a weak 

relationship, however, are indicated by a correlation coefficient value that falls 

between 1.0 and -1.0. Put differently, a connection is shown as positive when r>0, 

negative when r<0, and no relationship at all for r=0. For a correlation matrix, a 

link is considered extremely weak if it is 1–10%, weak if it is 11-29%, moderate if 

it is 30–60%, and strong if it is 61% or above. 

 

Table 3 shows that, with a correlation value of -0.147, the association between 

board ethnicity and earnings management is modest and negative. The correlation 

coefficient between board education certification and earnings management is -

0.099, indicating a weak and negative association. With a correlation value of -

0.415, the age of directors and earnings management have a negative and weak 

relationship.  

 

Furthermore, Gujarati (2004) views as excessive any correlation coefficient of 

higher than 0.80 between two independent variables. With the exception of the 

association between board gender and director age, which has a coefficient 

correlation of -0.656, suggesting the potential existence of detrimental 

multicolinerity, all correlation coefficients between independent variables in the 

above table are below 0.80. To verify this, utilize the Variance Inflation Factor.    

 

Test for Diagnosis 

A number of diagnostic tests were carried out in this part to guarantee the validity 

and dependability of the regression models that were used in the investigation. 

These tests comprised the Hausman specification test, auto and serial correlation 
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test, heteroskedasticity test, linearity test, multicollinearity test, and normalcy test. 

The results of the multicollinearity test showed that there was no problem with 

multicollinearity among the explanatory variables since tolerance values were more 

than 0.10 and all variables' VIF values were less than 10. The variables' respective 

VIF values were: BG (1.82), AD (1.764), FSZ (1.054), BEQ (1.033), and BE 

(1.021). These numbers showed that there was no collinearity between the 

explanatory factors. A linear link between the predictors and the result variable was 

shown by the linearity test. There is a linear connection between the predictors and 

the result variable since the standard deviation of the dependent variable, EM 

(0.198), was higher than the standard deviation of e (0.0000016), the fitted value. 

 

The Wooldridge test for autocorrelation in panel data demonstrated the existence 

of both auto and serial correlation, which was confirmed by auto and serial 

correlation tests. With a p-value of 0.0000 and a chi-square test score of 93.769, the 

results indicate statistical significance. The research used the Panel Corrected 

Standard Error (PCSE) model for Fixed Effect to solve this problem. The Modified 

Wald Test for Groupwise Heteroskedasticity in Fixed Effect The Regression Model 

supported the heteroskedasticity test's finding that there was heteroskedasticity in 

the data. At 1%, the chi-square test statistic was 93.769, statistically significant, and 

had a probability value of 0.0000. As a result, the research used the PCSE model to 

successfully handle the heteroskedasticity problem. The Shapiro-Wilk W test was 

used to examine the residuals for normality, and the results did not reject the null 

hypothesis. The test yielded a p-value of 0.157, which was not significant 

statistically. The Gauss-Markov theorem, which states that when the sample size is 

greater than 15, obtaining Best Linear Un-bias Estimates (BLUE) does not require 

normality of data or residual distribution, was supported by this result, which 

showed that the residuals were normally distributed throughout the model. 

Ultimately, the Fixed Effect and Random Effect models were selected using the 

Hausman specification test. At the 5% level, the test statistic was 33.78 with a p-

value of 0.0000, indicating statistical significance. This outcome validated the use 

of the Fixed Effect model. But since heteroskedasticity was present, the research 

used the Panel Corrected Standard Error (PCSE) model as a reliable estimate 

technique to deal with the data's autocorrelation and heteroskedasticity problems. 

 

4.2 Presentation, Analysis and Discussion of Regression Results 

The regression result on the relationship between the dependent variable (Earnings 

Management) and independent variables (Board Educational Qualification and 

Director’s Age Diversity) is presented in this section. 
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Table 4: Panel Corrected Standard Error 
 EM  Coef. St.Err.  t-value  p-value    Sig 

BEQ -.058 . 009 -6.55 .000   *** 

AD -.717 . 355 -2.02 .044   *** 

FSZ 1.124 . 456 2.47 . 014   ** 

Constant 1.133 1.356 0.84 . 403    

Mean dependent var -0.720 SD dependent var   0.452 

Number of obs 117.000 Chi-square   46.457 

Prob > chi2  1.000 R-Squared .2842 

*** p<.01, ** p<.05, * p<.1 

Source: STATA14 Output, 2022 

 

This section explains the relationship between the board diversity variables and EM 

of environmental sensitive firms using coefficient value, Z-values and the 

probability value (sig) to demonstrate the direction and the strength of relationship 

between the variables. The R2 is used to test the cumulative effect of board diversity 

on EM, while the wald chi2 and its significant values were used to ascertain the 

fitness and the predictability of the independent variables on the dependent variable 

in the study models. 

 

Table 4 displays the PCSE results for the dependent variable, EM, as well as the 

independent variables, board ethnicity, board educational qualification, director’s 

age diversity, and board gender. It's worth noting that PCSE's wald chi2 is 

comparable to OLS and GLS's F-statistics. The proportion of the overall variation 

in the dependent variable described by the independent variables together was 

calculated using the cumulative R2 of 28.42 % for the variables, which is the 

multiple coefficients of determination. As a result, the independent variables 

included in the analysis account for 28.42 %of the overall variance in EM of listed 

money banks in Nigeria. 

 

The model contained in table 4 has a wald chi2 of 55.68, which is greater than 2 

indicating it is fitted (Gujarati, 2004). As a result, the model is suitable for 

estimating the interaction between board qualification, board diversity, and the 

earnings management. It means that improvement in the board diversity would have 

a significant impact on the earnings management. Furthermore, according to the 

likelihood of the wald chi2, which is significant at 1%, all of the independent 

variables collectively in the model are significant. It means that there's a 99.9% 

likelihood that the association between the variables isn't attributable to chance, and 
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that the regression findings can be trusted. Furthermore, it means that the study's 

independent variables reliably predict the dependent variable. 

 

The result indicate that the educational qualifications of board members have a 

significant negative impact on earnings management of listed deposit money banks 

in Nigeria, as evidenced by a p-value of 0.000. This suggests that there is a negative 

relationship between the level of formal education attained by board members and 

the occurrence of earnings manipulation. Directors are typically regarded as 

individuals possessing professional expertise, experience, and talents. They 

leverage these qualities to offer businesses and senior managers diverse support and 

suggestions, thereby enhancing the quality of the board's decision-making and 

supervision. The professional competency of board members is crucial for 

providing suggestions and consultative assistance to organizations. Board members 

with expertise in finance and accounting can assess and supervise management's 

financial practices, specifically evaluating whether they are involved in earnings 

management activities.  

 

Furthermore, the directors age with a probability value of 0.044, the results showed 

a substantial and negative association between the age of the director and the profits 

management of listed deposit money banks in Nigeria. It implies that increasing the 

age distribution of directors would discourage earnings management.  This might 

be because the ages of directors are seen as a proxy for their level of experience as 

well as a gauge of their unwillingness to take risks and embrace change. The top 

echelon idea states that a manager's age cohort may have an impact on their 

cognitive preferences, values, and ultimately, how they make decisions.  

 

4.3 Testing of Hypotheses 
The educational qualification of the board has a Z-value of -6.55, a coefficient value 

of -0.058, and a significant probability value of 0.000. This demonstrates that the 

educational qualifications of board members have a notable adverse impact on the 

practice of earnings management among listed deposit money banks in Nigeria. An 

augmented presence of certified financial professionals on the board will lead to a 

substantial reduction in earnings management. Therefore, the study's findings lead 

to the rejection of the null hypothesis, which suggests that the educational 

qualifications of board members do not have a significant impact on the earnings 

management of listed deposit money banks in Nigeria. The findings align with 

Rajeevan and Ajward's (2019) study, which discovered a negative correlation 

between board members' educational qualifications and the practice of earnings 

management. 
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The age of the director, as indicated in Table 4, has a Z-value of -2.02, a coefficient 

value of -0.717, and a significant p-value of 0.044 at a 5% level of significance. 

The findings suggest that the age of directors has a noteworthy and adverse impact 

on the practice of earnings management among listed deposit money banks in 

Nigeria. Therefore, the study's findings indicate that the null hypothesis, which 

suggests that the age of directors does not have a significant impact on the earnings 

management of listed deposit money banks in Nigeria, is thereby rejected. This 

outcome is in line with the findings of Alqatan (2019), Nyoka (2018), Ann (2015), 

and Zwet (2015), who discovered a negative correlation between the age of a 

director and earnings management. 

 

5. Conclusion and Recommendations 

The study's conclusions indicate that board education qualifications have a 

significant and negative impact on earnings management. Specifically, more board 

members with educational backgrounds, particularly in the financial and 

accounting sectors, are linked to lower earnings management. It was also shown 

that a diverse age group on the board significantly harmed earnings management. 

This finding emphasizes the need of having a broad age group on the board. Several 

suggestions are made in light of these results. First and foremost, boards with 

members with experience in finance and accounting should be encouraged, 

especially in sectors with complicated business environments like banking. This 

knowledge may improve the boards' ability to mitigate earnings management. In 

order to guarantee a greater variety of viewpoints and sensitivities, which may help 

to promote more balanced decision-making, banks should also welcome age 

diversity on their boards. 

 

Additionally, this finding creates opportunities for more research. Further research 

should examine data sources other than annual reports, such corporate websites, 

and take into account other factors that could affect profits management. A wider 

range of industries and businesses included in the analysis, as well as an increased 

number of explanatory factors, may provide more thorough and broadly applicable 

findings. Furthermore, by extending the study period beyond nine years, 

researchers would be able to document how shifting international engagements, 

economic circumstances, and governmental regulations affect earnings 

management methods. 
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