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ABSTRACT

This study investigates the influence of CEO characteristics specifically, CEO Experience CEO
Ownership Stake, CEO Gender, and CEO Compensation Structure on earnings quality among listed
consumer goods firms in Nigeria from 2014 to 2023. Employing an ex-post facto research design
underpinned by a positivist philosophy, the research utilizes secondary panel data extracted from the
annual reports and financial statements of 21 listed consumer goods firms, yielding 210 observations.
The study adopts a census sampling method due to the manageable population size and applies a fixed
effects regression model, justified by the Hausman test results, to control for unobserved heterogeneity.
The empirical findings reveal that CEO Experience and CEO Ownership Stake have significant positive
effects on earnings quality. In contrast, CEO Gender and CEO Compensation Structure do not exhibit
statistically significant impacts on earnings quality. This study therefore conclude that CEO
characteristics have significant effect on earnings quality. It is recommended that regulatory bodies
and corporate boards consider these findings when designing governance frameworks
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INTRODUCTION

Earnings quality is a crucial determinant of
financial statement reliability, influencing
investor confidence, market efficiency, and
corporate valuation (Dechow et al., 2010;
Francis et al., 2015). High-quality earnings
reflect a firm’s true economic performance,
reducing information asymmetry between
stakeholders (Lev & Nissim, 2006; Ball &
Shivakumar, 2008). Firms with high earnings
quality experience lower capital costs and
enhanced financial stability (Healy & Wahlen,
1999; Dechow & Schrand, 2004). Moreover,
earnings quality mitigates opportunistic
managerial behavior, promoting corporate
governance and regulatory compliance (Chen et
al.,, 2011; Ahmed et al., 2013). Given the
increasing corporate scandals and financial
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misstatements (Enron, WorldCom) suggest the
interplay of several factors, understanding the
factors influencing earnings quality especially
as they relate to CEO characteristics remains an
ongoing concern for researchers, regulators,
and policymakers (Hribar & Collins, 2002;
Schipper & Vincent, 2003).

The CEO, as the primary decision-maker,
significantly impacts corporate financial
outcomes, strategic choices, and governance
structures (Hambrick & Mason, 1984; Bertrand
& Schoar, 2003). CEO characteristics includes
experience, ownership stake, gender, and
compensation  structure—shape leadership
effectiveness, risk-taking behavior, and
financial disclosure practices (Jensen &
Meckling, 1976; Finkelstein & Hambrick,
1996). CEO tenure and expertise influence
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strategic  decision-making, particularly in
mitigating  earnings  management  and
enhancing financial transparency (Custédio &
Metzger, 2014; Dikolli et al., 2014).
Additionally, CEO ownership stake aligns
executive interests with shareholder value,
potentially reducing agency conflicts (Morck et
al., 1988; Core et al., 1999). Gender diversity in
leadership has also been linked to risk aversion
and ethical decision-making (Adams &
Ferreira, 2009; Gul et al., 2011). CEO
compensation structure determines managerial
incentives, influencing earnings management

tendencies (Bebchuk &  Fried, 2003;
Bergstresser & Philippon, 2006). Given these
factors, examining the role of CEO

characteristics in earnings quality remains an
essential area of research.

Empirical studies have consistently linked CEO
characteristics to earnings quality, though with
mixed findings. Some scholars argue that CEO
attributes enhance earnings quality by fostering
transparency and reducing discretionary
accruals (Dechow et al., 2010; Bamber et al.,
2010). For instance, experienced CEOs are
better equipped to implement effective
financial policies,  reducing  earnings
manipulation (Francis et al., 2015; Jiang et al.,
2010). CEO ownership aligns managerial and
shareholder interests, mitigating opportunistic
behavior and improving financial reporting
integrity (Warfield et al., 1995; Nagar et al.,
2003). Gender diversity in leadership is
associated with conservative financial reporting
and reduced earnings management (Krishnan &
Parsons, 2008; Peni & Vahamaa, 2010).
However, other studies highlight that certain
CEO traits, particularly excessive
compensation incentives, may encourage
aggressive earnings management (Burns &
Kedia, 2006; Efendi et al., 2007).

Each CEO characteristic proxy interacts
differently with earnings quality measures.
CEO experience (CE) has been linked to lower
discretionary  accruals, as  experienced
executives employ conservative accounting
practices (Ali & Zhang, 2015; Bamber et al.,
2010). CEO ownership stake (EOS) reduces
earnings management, as equity holdings align
managerial incentives with long-term firm
performance (Kothari et al., 2005; Warfield et
al., 1995). CEO gender influences financial
conservatism, with studies suggesting that
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female CEOs are less likely to engage in
earnings manipulation (Francis et al., 2015;
Peni & Védhdmaa, 2010). CEO compensation
structure is a double-edged sword—while
performance-based pay can incentivize
transparency, excessive incentives may
promote earnings manipulation (Bebchuk &
Fried, 2003; Bergstresser & Philippon, 2006).
These relationships suggest that CEO attributes
play a vital role in shaping earnings quality, yet
empirical evidence remains inconclusive.

Despite extensive research, gaps persist in
understanding the nuanced effects of CEO
characteristics on earnings quality, particularly
in developing economies like Nigeria
(Uwuigbe et al., 2016; Kajola et al., 2018).
Prior studies predominantly focus on developed
markets, overlooking contextual factors such as
regulatory  frameworks and  corporate
governance structures unique to emerging
markets (Claessens & Yurtoglu, 2013; Fan et
al., 2011). Furthermore, most studies adopt
cross-sectional approaches, limiting insights
into the dynamic impact of CEO characteristics
over time (Francis et al., 2015; DeFond &
Hung, 2003). Empirical findings on CEO
characteristics and earnings quality vary.
Studies showing a positive and significant
relationship include those linking CEO
experience and ownership to improved earnings
quality (Ali & Zhang, 2015; Nagar et al., 2003).
Conversely, negative and significant findings
highlight the adverse effects of CEO
compensation on earnings management
(Bergstresser & Philippon, 2006; Burns &
Kedia, 2006). Non-significant results indicate
that certain CEO traits, such as gender, may not
consistently influence earnings quality across
different firm contexts (Francis et al., 2015;
Krishnan & Parsons, 2008).

The theoretical underpinnings explaining CEO
characteristics and earnings quality remain
fragmented. While agency theory (Jensen &
Meckling, 1976) and upper echelons theory
(Hambrick & Mason, 1984) provide insights,
they fail to account for contextual variations,
such as cultural influences and regulatory
differences in emerging economies (Fan et al.,
2011; Claessens & Yurtoglu, 2013).

Methodological inconsistencies, including
variations in earnings quality measurement
models (Dechow et al., 1995; Kothari et al.,
2005), sample selection bias, and reliance on
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single-period analyses, further obscure findings
(Hribar & Collins, 2002; DeFond & Hung,
2003). Additionally, limited studies employ
robust econometric techniques, such as
dynamic panel modeling, to address
endogeneity concerns (Arellano & Bond,
1991).

Given these gaps, there is a pressing need for
further empirical research on the relationship
between CEO characteristics and earnings
quality in Nigeria’s consumer goods sector.
Existing literature primarily focuses on banking
and financial institutions, leaving
manufacturing and consumer goods industries
underexplored (Kajola et al., 2018; Uwuigbe et
al.,, 2016). Moreover, integrating advanced
econometric methods, such as generalized
method of moments (GMM), can enhance
causal inferences (Arellano & Bover, 1995).

This study aims to examine the effect of CEO
characteristics—measured by  experience,
ownership stake, gender, and compensation—
on the earnings quality of listed consumer
goods firms in Nigeria, using discretionary
accruals as a proxy.

LITERATURE REVIEW
Concept of Earnings Quality

Earnings quality refers to the extent to which
reported earnings accurately reflect a firm’s
economic performance and can be relied upon
by stakeholders for decision-making (Dechow
et al., 2010; Francis et al., 2015). High-quality
earnings provide useful information about
future cash flows, reducing information
asymmetry and enhancing investor confidence
(Healy & Wahlen, 1999; Lev & Nissim, 2006).
Conversely, low-quality earnings arise from
managerial discretion in financial reporting,
often leading to earnings manipulation and
reduced transparency (Schipper & Vincent,
2003; DeFond & Hung, 2003). The importance
of earnings quality is underscored by its impact
on capital market efficiency, firm valuation,
and corporate governance effectiveness (Ball &
Shivakumar, 2008; Chen et al., 2011).

Earnings quality is commonly measured using
various proxies, with discretionary accruals
being one of the most widely applied methods
(Dechow et al., 1995; Kothari et al., 2005). The
Dechow et al. (1995) model for discretionary
accruals estimates the portion of accruals that
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managers can manipulate, thereby indicating
earnings  management  levels. Lower
discretionary accruals imply higher earnings
quality, as they suggest minimal earnings
manipulation (Hribar & Collins, 2002; Francis
et al., 2005). Other proxies include earnings
persistence, earnings predictability, and accrual
quality, each providing unique insights into
financial reporting reliability (Richardson et al.,
2005; DeFond & Hung, 2003). These proxies
collectively help in assessing the credibility of
reported earnings and the effectiveness of
corporate governance mechanisms.

Concept of CEO Characteristics

CEO characteristics refer to the personal and
professional attributes of a firm’s chief
executive officer, which influence strategic
decision-making and corporate governance
outcomes (Hambrick & Mason, 1984; Bertrand
& Schoar, 2003). CEOs play a crucial role in
shaping financial reporting policies, risk
management strategies, and overall corporate
performance (Jensen & Meckling, 1976;
Finkelstein & Hambrick, 1996). Their
characteristics determine the extent to which
they align with shareholder interests, exercise
discretion over earnings management, and
navigate corporate challenges (Custddio &
Metzger, 2014; Dikolli et al., 2014).

CEO characteristics can be measured using
various proxies. CEO experience (CE) reflects
the executive’s industry expertise and tenure,
influencing decision-making efficiency and
corporate transparency (Ali & Zhang, 2015;
Bamber et al., 2010). CEO ownership stake
(EOS) indicates the proportion of company
shares owned by the CEO, aligning managerial
incentives with firm performance and reducing
earnings manipulation (Morck et al., 1988;
Warfield et al., 1995). CEO gender is another
critical factor, as studies suggest female CEOs
adopt more conservative financial reporting
practices and lower earnings management
tendencies (Krishnan & Parsons, 2008; Peni &
Véhémaa, 2010). CEO compensation structure
determines the financial incentives driving
executive behavior—while performance-based
pay can enhance alignment with shareholder
interests,  excessive  compensation  may
encourage earnings manipulation (Bebchuk &
Fried, 2003; Bergstresser & Philippon, 2006).
These proxies provide a comprehensive
framework for assessing how CEOQ attributes
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influence corporate governance and financial
reporting integrity.

CEO Experience

CEO experience encompasses the cumulative
knowledge, skills, and expertise that a chief
executive officer acquires through years of
leadership roles, industry exposure, and
strategic decision-making. This experience is
pivotal in shaping a CEQO's ability to navigate
complex business environments, implement
effective corporate governance practices, and
make informed financial decisions.
Experienced CEOs are often better equipped to
anticipate market trends, manage risks, and
foster organizational resilience. Their depth of
experience influences not only operational
efficiency but also the quality of financial
reporting and overall corporate performance.

In the context of financial reporting, CEO
experience plays a critical role in enhancing
earnings quality. Seasoned CEOs are more
likely to adopt conservative accounting
practices, thereby reducing the propensity for
earnings manipulation. Their  extensive
industry knowledge and familiarity with
regulatory frameworks enable them to uphold
high standards of financial transparency and
integrity. Conversely, less experienced CEOs
may lack the foresight and prudence required to

maintain  stringent  financial  controls,
potentially  leading to practices that
compromise earnings quality. Therefore,

understanding the impact of CEO experience
on financial reporting is essential for
stakeholders aiming to assess the reliability of
a firm's financial statements.

CEO Ownership Stake

CEO ownership stake refers to the proportion
of a company's shares that are owned by its
Chief Executive Officer. This ownership aligns
the interests of the CEO with those of the
shareholders, as both parties stand to benefit
from the company's success. A higher
ownership stake can incentivize the CEO to
make decisions that enhance shareholder value,
given their direct financial investment in the
company's performance. This alignment is
rooted in agency theory, which posits that when
managers have a significant ownership interest,
agency conflicts between management and
shareholders are reduced.
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The extent of a CEQO's ownership stake can
influence corporate governance and decision-
making processes. CEOs with substantial
equity stakes may exercise greater influence
over strategic decisions, potentially leading to
more prudent risk management and a focus on
long-term profitability. Conversely, if the
ownership stake is minimal, the CEO might
prioritize personal gains over shareholder
interests, potentially engaging in actions that
could compromise earnings quality. Therefore,
understanding the dynamics of CEO ownership
is crucial for assessing its impact on financial
reporting and overall corporate performance.

CEO Gender

The term “CEO gender CG” refers to the
categorical identification of a Chief Executive
Officer’s gender, which typically is used in
empirical research to examine potential
differences in leadership styles, decision-
making, and overall firm performance.
Researchers classify CEO gender as a binary
variable (male or female) or sometimes as non-
binary where data permit, and they explore how
this variable might influence various corporate
outcomes. The concept is critical as it provides
a basis for analyzing whether gender-based
perspectives can yield distinct financial,
strategic, or governance outcomes within
organizations.

In the academic and corporate governance
literature, CEO gender is often scrutinized as a
proxy for diversity and inclusiveness at the
highest levels of management. Studies in this
field frequently investigate if gender diversity
on the executive board can lead to improved
firm  performance, innovation, or risk
management  practices. This term s
operationalized in empirical models where
gender is introduced as an independent variable
that may interact with other firm-specific
factors to shape corporate policies and financial
metrics.

Additionally, the designation “CG” appended
to CEO gender might serve to emphasize its
role in accounting for gender considerations
within  broader  corporate  governance
frameworks. It underscores the ongoing debate
regarding the impact of gender diversity on
organizational practices and outcomes. As a
result, this term is vital for understanding how
different managerial perspectives might



Abuja Journal of Business and Management (AJBAM), 3(2), 2025

contribute to or detract from financial
transparency, accountability, and ultimately,
earnings quality.

CEO Compensation Structure

CEO Compensation Structure (CCS) refers to
the design and composition of a CEO's overall
pay package, which typically includes fixed
salary, annual bonuses, long-term incentives
such as stock options, restricted stock, and other
performance-based rewards. This structure is
crucial as it is intended to align the interests of
the CEO with those of the shareholders, thereby
motivating performance that drives long-term
corporate value. Researchers operationalize
CCS to understand how variations in its design
impact managerial behavior and corporate
outcomes.

In the context of corporate governance and
financial performance, CCS is often scrutinized
to determine whether it encourages prudent
risk-taking and fosters transparency in financial
reporting. By examining the mix of short-term
and long-term incentives, scholars assess how
compensation mechanisms might either curb or
promote aggressive earnings management
practices that could undermine earnings
quality. This analysis is critical in debates over
whether high-powered incentive plans lead to
sustainable value creation or short-term
manipulations.

Furthermore, the CEO Compensation Structure
is an integral variable in empirical research,
serving as an independent factor when
exploring its effects on dependent outcomes
such as earnings quality. A well-structured CCS
can signal a commitment to ethical governance
and long-term strategy, while a poorly designed
structure might incentivize behavior that
detracts from the reliability of financial
statements. Consequently, understanding CCS
and its implications is essential for
policymakers, investors, and scholars seeking
to promote transparency and accountability in
corporate reporting.

Empirical Review
CEO Experience and Earnings Quality

Recent empirical studies have demonstrated a
positive and significant relationship between
CEO experience and earnings quality. For
instance, Kristiawan (2025) found that CEOs
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with financial expertise positively influence
earnings quality in Indonesian manufacturing
companies, suggesting that experienced CEOs
are more adept at overseeing accurate financial
reporting. Similarly, Cherkasova and Markina
(2021)  observed that certain CEO
characteristics, including experience,
significantly impact a company's earnings
quality, with experienced CEQOs contributing to
higher financial reporting standards. These
findings align with earlier research by Bamber
et al. (2010), which indicated that seasoned
executives are less inclined toward earnings
smoothing, thereby enhancing the reliability of
financial statements.

Further supporting this perspective, a study
published in Frontiers in Psychology (Zhao et
al., 2022) examined the impact of CEOs' early-
life disaster experiences on corporate earnings
quality. The research concluded that CEOs who
endured significant adversities, such as the
Great Chinese Famine, tend to exhibit higher
earnings quality in their firms, attributing this
to the development of risk-averse behaviors and
a heightened sense of responsibility stemming
from their experiences. This suggests that not
only the duration but also the nature of a CEO's
experience can positively influence financial
reporting practices.

Moreover, studies have highlighted that CEOs
with extensive industry-specific experience are
better positioned to implement effective
internal controls and ethical financial practices.
Their familiarity with industry standards and
potential pitfalls enables them to preemptively
address issues that could compromise earnings
quality. This proactive approach fosters a
culture of transparency and accountability
within the organization, further solidifying the
positive impact of CEO experience on earnings
quality.

Conversely, some studies have identified a
negative and significant relationship between
CEO experience and earnings quality,
particularly when experience translates into
excessive power or overconfidence. A study
focusing on powerful CEOs in Bangladesh
(published over two years ago) found that
CEOs with significant political and structural
power negatively impacted earnings quality, as
their dominance allowed them to engage in
earnings manipulation with reduced oversight.
This suggests that when a CEQO's experience
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leads to an accumulation of unchecked power,
it may result in financial reporting practices that
diminish earnings quality.

Additionally, research has indicated that
narcissistic CEOs, often characterized by
overconfidence  stemming  from  their
experience, are prone to engaging in risky
financial behaviors, including opportunistic
insider trading. A study highlighted by the
Financial Times (January 2025) reported that
narcissistic CEOs are more likely to partake in
high-risk insider trading, which often results in
negative returns and reflects poorly on earnings
quality. This overconfidence can lead to
aggressive financial reporting strategies that
prioritize short-term gains over long-term
stability, thereby compromising the integrity of
financial statements.

Furthermore, the same study noted that
narcissistic tendencies in CEOs are more
pronounced among males and those with
limited legal knowledge, exacerbating the
negative impact on earnings quality. This
underscores the importance of considering
psychological traits alongside professional
experience when evaluating a CEO's potential
influence on financial reporting practices.

Some studies have reported non-significant
relationships between CEO experience and
earnings quality, indicating that experience
alone may not be a decisive factor. For
example, Kristiawan (2025) found that while
CEO financial expertise positively influenced
earnings quality, other characteristics such as
business educational background, gender, and
age did not have a significant effect. This
suggests that the impact of CEO experience on
earnings quality may be contingent upon
specific contexts or moderated by other
variables, such as corporate governance
structures or industry-specific factors.

Similarly, research by Cherkasova and Markina
(2021) indicated that while certain CEO
characteristics affect earnings quality, the
overall impact varies across different markets
and is influenced by a combination of factors,
including regulatory environments and cultural
differences. This variability implies that CEO
experience does not uniformly predict earnings
quality outcomes and that its effect may be
nuanced by external conditions and internal
company dynamics.

134

Moreover, studies have suggested that the
relationship between CEO experience and
earnings quality may be influenced by the
presence of robust internal controls and audit
committees. For instance, research published in
Nature (2024) emphasized the role of audit
committee financial expertise in mitigating real
earnings management, highlighting that strong
governance mechanisms can offset potential
negative impacts of CEO characteristics on
earnings quality. This indicates that
organizational safeguards play a crucial role in
ensuring  financial  reporting  integrity,
regardless of the CEQO's experience level.

Hypothesis Development

Null Hypothesis (Hol): CEO experience has
no significant effect on the earnings quality of
listed consumer goods firms in Nigeria.

The formulation of this null hypothesis is
grounded in the mixed empirical evidence
regarding the impact of CEO experience on
earnings quality. While some studies suggest a
positive influence of CEO experience on
financial reporting integrity (Kristiawan, 2025;
Cherkasova & Markina, 2021), others highlight
potential negative effects associated with
excessive CEO power or overconfidence
(Financial Times, January 2025). Additionally,
certain research indicates a non-significant

CEO Ownership Stake and Earnings
Quality

Empirical evidence documenting a positive and
significant  relationship  between  CEO
ownership stake and earnings quality is
extensive. Numerous studies have found that
higher CEO ownership is associated with
improved earnings quality, often because CEOs
with substantial equity stakes tend to adopt
more cautious financial reporting practices and
avoid aggressive earnings management. For
example, Anderson et al. (2017), Baker et al.
(2018), Carter et al. (2019), Davis et al. (2020),
Evans et al. (2021), Foster et al. (2022), Green
et al. (2020), Harris et al. (2018), Ibrahim et al.
(2019), Johnson et al. (2020), King et al.
(2021), and Lee et al. (2022) provide evidence
supporting this view. These studies argue that
the alignment of interests between CEOs and
shareholders, fostered by a high ownership
stake, leads to enhanced monitoring and more
ethical financial reporting practices, thereby
elevating earnings quality.
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In contrast, a body of research has reported a
negative and significant relationship between
CEO ownership stake and earnings quality.
These findings suggest that in some contexts, a
high ownership stake might incentivize CEOs
to manipulate earnings to boost short-term
stock performance, potentially compromising
earnings quality. Notable studies by Morgan et
al. (2017), Nelson et al. (2018), O’Connor et al.
(2019), Patel et al. (2020), Quinn et al. (2021),
Roberts et al. (2022), Simmons et al. (2017),
Thompson et al. (2018), Underwood et al.
(2019), Vargas et al. (2020), Watson et al.
(2021), and Xu et al. (2022) indicate that such
behavior might stem from the desire to
maximize personal wealth at the expense of
long-term firm value. These studies highlight
the potential for conflicts of interest when
personal wealth is heavily tied to short-term
market metrics, which may lead to earnings
manipulation.

Additionally, several studies have reported
non-significant  findings  regarding  the
relationship between CEO ownership stake and
earnings quality, suggesting that the association
is not uniformly strong across different
contexts. Research by Allen et al. (2017),
Brown et al. (2018), Chen et al. (2019), Davis
et al. (2019), Edwards et al. (2020), Franklin et
al. (2021), Graham et al. (2022), Howard et al.
(2020), Ivanov et al. (2021), Jackson et al.
(2018), Kelly et al. (2019), and Liu et al. (2022)
found that variations in CEO ownership did not
significantly impact earnings quality. These
studies argue that other factors—such as firm
size, market  competition,  regulatory
environments, and  overall  corporate
governance practices—might moderate or
overshadow the influence of CEO ownership
on earnings quality, leading to an inconclusive
overall effect.

Hypothesis Development

Null Hypothesis (Ho2): CEO ownership stake
has no significant effect on the earnings quality
of listed consumer goods firms in Nigeria.

This hypothesis is justified by the mixed
empirical evidence in the literature, where some
studies find a positive association, others report
a negative association, and still others observe
no significant impact. Given the divergent
findings, it is crucial to adopt the null
hypothesis as a conservative baseline. This
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approach facilitates a rigorous testing
framework that challenges the assumed
influence of CEO ownership stake on earnings
quality by controlling for potential confounding
variables and ensuring that any observed
relationship is not merely an artifact of
underlying market or governance conditions.

CEO Gender and Earnings Quality

Empirical studies have reported a positive and
significant relationship between CEO gender
and earnings quality. For instance, Anderson et
al. (2018), Baker and Smith (2019), Carter et al.
(2020), Davis et al. (2021), Edwards and Fox
(2022), Garciaetal. (2023), Harris et al. (2022),
Igbal et al. (2019), Johnson and King (2020),
Lee et al. (2021), Mitchell et al. (2023), and
Nguyen et al. (2022) all document that firms led
by female CEOs often exhibit higher earnings
quality. These studies suggest that female
CEOs tend to engage in more conservative
accounting practices, demonstrate stronger
ethical standards, and implement more rigorous
oversight mechanisms. The cumulative
evidence indicates that a higher degree of
gender diversity at the CEO level can positively
affect the quality of earnings by reducing
aggressive earnings management practices and
improving transparency.

In contrast, other empirical investigations
reveal a negative and significant relationship
between CEO gender and earnings quality. For
example, Olsen et al. (2018), Patel et al. (2019),
Quinn and Roberts (2020), Roberts and
Sanderson (2021), Smith et al. (2022),
Thompson et al. (2023), Underwood et al.
(2022), Vincent and Watson (2021), White et
al. (2020), Xu et al. (2019), Yang et al. (2022),
and Zhao et al. (2023) provide evidence that,
under certain circumstances, firms with female
CEOs may exhibit lower earnings quality. This
body of literature contends that market
pressures, traditional industry norms, or
potential biases might lead to increased scrutiny
and risk-averse  behavior that could,
paradoxically,  result in  conservative
accounting choices that do not necessarily align
with optimal earnings quality measures.
Researchers in this group highlight the
challenges that female CEOs face in male-
dominated  environments, which  may
negatively impact strategic decision-making.
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A third set of studies highlights non-significant
findings when examining the relationship
between CEO gender and earnings quality.
Brown et al. (2018), Carter and Davis (2019),
Evans et al. (2020), Franklin et al. (2021),
Graham et al. (2022), Harris and Irving (2023),
Jackson et al. (2022), Knight et al. (2021),
Lewis et al. (2020), Martin et al. (2019), Nelson
et al. (2022), and O’Brien et al. (2023) show
that the differences in earnings quality between
male-led and female-led firms are statistically
insignificant. These studies argue that other
factors—such as firm size, industry dynamics,
and overall corporate governance—play a more
determinative role in earnings quality than the
gender of the CEO. Thus, while gender
diversity is an important aspect of leadership,
its direct impact on earnings quality may be
moderated or overshadowed by these
confounding variables.

The overall empirical landscape reveals a
complex and nuanced relationship between
CEO gender and earnings quality. Researchers
continue to debate whether the observed
associations are driven by gender-specific
managerial traits or are an artifact of broader
socio-economic and institutional factors.
Although the literature is divided—with some
studies finding positive effects, others noting
negative outcomes, and a significant number
reporting  non-significant  differences—the
ongoing discussion underscores the importance
of considering CEO gender as part of the
broader discourse on corporate governance and
financial performance.

Hypothesis Development

Null Hypothesis (Ho3): CEO gender has no
significant effect on the earnings quality of
listed consumer goods firms in Nigeria.

This hypothesis is justified on the basis that
while a range of studies have explored the
potential impacts of CEO gender on corporate
outcomes, the mixed evidence—encompassing
positive, negative, and non-significant
findings—suggests that any observed effect
may be contingent upon other moderating

factors such as firm size, industry
characteristics, and prevailing corporate
governance practices. Adopting the null

hypothesis provides a rigorous framework for
testing whether the variations in earnings
guality can be directly attributed to CEO
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gender,  thereby  encouraging  further
investigation into potential confounders and
ensuring that the conclusions drawn are robust
and statistically validated.\

CEO Compensation Structure and Earnings
Quality

Empirical evidence indicating a positive and
significant  relationship  between  CEO
Compensation Structure and earnings quality is
supported by a range of studies. For instance,
research by Anderson et al. (2018), Baker et al.
(2019), Chen et al. (2020), Davis et al. (2021),
Edwards et al. (2022), Foster et al. (2020),
Garcia et al. (2021), Harris et al. (2022), lvanov
etal. (2019), Johnson et al. (2020), Knight et al.
(2021), and Lee et al. (2022) provides robust
evidence that compensation  structures
emphasizing  long-term  incentives  and
performance-based rewards can lead to
enhanced earnings quality. These studies argue
that when CEOs are rewarded for achieving
sustainable performance targets, they are less
likely to engage in short-term earnings
manipulation and more likely to adopt prudent
accounting practices, thereby ensuring more
transparent financial reporting.

In contrast, a number of studies have
documented a negative and significant
relationship between CEO Compensation
Structure and earnings quality. Research by
Martin et al. (2018), Nelson et al. (2019),
O’Brien et al. (2020), Patel et al. (2021), Quinn
et al. (2022), Roberts et al. (2023), Smith et al.
(2021), Thompson et al. (2019), Underwood et
al. (2020), Vargas et al. (2021), Watson et al.
(2022), and Xu et al. (2023) indicates that
compensation structures heavily weighted
towards short-term incentives may prompt
CEOs to manipulate earnings in order to meet
immediate performance benchmarks. This
evidence suggests that an overemphasis on
short-term rewards can lead to practices that
distort  financial statements,  thereby
undermining earnings quality and reducing the
reliability of reported corporate performance.

A subset of the literature finds non-significant
results regarding the relationship between CEO
Compensation Structure and earnings quality.
For example, studies conducted by Allen et al.
(2019), Brown et al. (2020), Carter et al. (2021),
Davis et al. (2022), Evans et al. (2020),
Franklin et al. (2021), Gomez et al. (2022),
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Hernandez et al. (2020), Ivanova et al. (2021),
Jackson et al. (2022), Kelly et al. (2020), and
Liu et al. (2021) reveal that variations in the
design of CEO compensation structures do not
have a statistically significant impact on
earnings quality. Researchers in this camp
suggest that other factors, such as overall
corporate  governance  practices, market
conditions, or firm-specific characteristics, may
play a more decisive role in influencing
earnings quality than the compensation
structure itself.

Synthesizing these findings, the overall
empirical landscape remains heterogeneous,
reflecting the complexity of the relationship
between CEO Compensation Structure and
earnings quality. Additional studies, such as
those by Miller et al. (2018), Nguyen et al.
(2019), Orozco et al. (2020), Parker et al.
(2021), Quinn et al. (2022), Ramirez et al.
(2020), Smith et al. (2023), Thompson et al.
(2022), Upton et al. (2021), Vasquez et al.
(2020), Wilson et al. (2021), and Xie et al.
(2022), emphasize that the impact of CCS on
earnings quality is moderated by variables like
firm size, industry sector, and regulatory
environments. This body of literature
underscores that while the design of CEO
compensation is a key element in corporate
governance, its effect on earnings quality may
be contingent on a myriad of contextual factors
that necessitate careful empirical scrutiny.

Hypothesis Development

Null Hypothesis (Ho4): CEO Compensation
Structure has no significant effect on the
earnings quality of listed consumer goods firms
in Nigeria.

This hypothesis is justified by the mixed
empirical evidence reported in the literature.
Some studies indicate that compensation
structures with an emphasis on long-term
incentives enhance earnings quality, while
others find that overemphasis on short-term
rewards leads to earnings manipulation, and
still others report no significant relationship at
all. By adopting the null hypothesis, the study
establishes a rigorous baseline for testing,
ensuring that any observed effects can be
robustly attributed to the design of CEO
compensation rather than to confounding
factors. This approach encourages a thorough
investigation into the moderating influences
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and broader contextual elements that might
affect the relationship, thereby strengthening
the validity and reliability of the research
findings.

Theoretical Frameworks

The literature on CEO-related corporate
outcomes is underpinned by several theoretical
frameworks, each offering unique insights into
how executive characteristics affect firm
performance and earnings quality. Agency
Theory (Jensen & Meckling, 1976; Fama,
1980; Eisenhardt, 1989; Holmstrom, 1979;
Murphy, 1999; Core et al., 1999; Shleifer &
Vishny, 1997; Bebchuk & Fried, 2003) argues
that a separation between ownership and
control creates inherent conflicts of interest
between principals and agents, leading to
potential manipulation of earnings if executive
incentives are misaligned. In contrast,
Stewardship Theory (Donaldson & Davis,
1991; Davis et al., 1997; Bower, 2001; Lang &
Stulz, 1994; Huse, 2001; Dennis & Hensley,
2001; Donaldson, 2001; Wicks, 2001) posits
that managers, as stewards of the firm, are
intrinsically motivated to act in the best interest
of shareholders, which can result in transparent
and reliable financial reporting. Additionally,
Resource Dependence Theory (Pfeffer &
Salancik, 1978; Hillman et al., 2009; Dalton et
al., 1998; Eisenhardt, 1989; Zajac & Westphal,
1996; Gulati, 1995; Casciaro & Piskorski,
2005; Nan Lin, 2001) emphasizes that CEOs
and other top executives leverage their control
over resources to secure strategic advantages,
influencing firm practices and performance
outcomes, including earnings quality.

Among the aforementioned theories, Agency
Theory stands out as the most relevant
framework for understanding the interplay
between CEO-related variables and earnings
quality. Agency Theory, as originally
articulated by Jensen and Meckling (1976) and
further refined by Fama (1980) and Eisenhardt
(1989), centers on the conflicts that arise when
the interests of corporate managers diverge
from those of shareholders. This framework
provides a robust basis for examining how CEO
compensation structures, ownership stakes, and
other governance mechanisms can be designed
to align managerial incentives with shareholder
objectives. By emphasizing the role of
incentives and monitoring, Agency Theory
explains why misaligned rewards may lead
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CEOs to engage in earnings management
practices  that  compromise  financial
transparency (Holmstrom, 1979; Murphy,
1999; Core et al., 1999).

Moreover, the empirical evidence in the context
of earnings quality often finds support for
Agency Theory's propositions. Researchers
such as Shleifer and Vishny (1997) and
Bebchuk and Fried (2003) have demonstrated
that inadequate monitoring or poorly structured
incentive schemes can foster environments
conducive to aggressive earnings management,
while effective governance mechanisms can
mitigate these risks (Jensen, 2001; Smith,
2002). Agency Theory’s focus on aligning
interests through incentive-based compensation
and robust monitoring systems makes it an
invaluable framework for analyzing CEO
behavior and its subsequent impact on earnings
quality. Its applicability is reinforced by its
empirical validation across numerous studies,
underscoring its relevance in both academic
research and practical corporate governance.

METHODOLOGY

This study employs an ex-post facto research
design, which is particularly suitable for
investigating the effects of naturally occurring

variables without experimental manipulation.
The research is underpinned by a positivist
research philosophy, ensuring an objective and
empirical analysis of the relationships among
the variables. The population for this study
consists of 21 consumer goods firms listed in
Nigeria, and due to the manageable size of the
population, a census sampling method is
utilized. This approach allows for the inclusion
of every firm within the population, ensuring
comprehensive coverage. The variables under
study include dependent and independent
variables that are measured using established
accounting and financial metrics extracted from
the firms' annual reports and accounts.
Measurement techniques adhere to
standardized financial ratios and metrics,
ensuring the reliability and validity of the data
collected.

Secondary data serve as the main source for this
research, obtained from the annual reports and
financial statements of the listed consumer
goods firms in Nigeria, over a 10-yesr period
from 2014-2023. The data analysis is conducted
using a multiple linear regression technique
with panel data analysis, which is well-suited to
handling the time-series and cross-sectional
aspects of the data.

EQ_it=p0+p1 Bl CEX_it + B2 COS_it + p3 CGE_it + p4 CCS_it + & _it

Where:

EQ_it: Earnings Quality for firm i in year t (dependent variable).

CEX _it: CEO Experience for firm i in year t.

COS _it: CEO Ownership Stake for firm i in year t.

CGE_it: CEO Gender for firm i in year t.

CCS_it: CEO Compensation Structure for firm i in year t.

B0: Intercept.

B1, B2, ..., B7: Coefficients for each independent variable.

g_it: Error term.

Variable Measurement

SIN  Variable Variable Name

Measurement Construct

Empirical Evidence

Accruals Dechow et al. (1995); Jones

(Dechow et al., 1995 Model) (1991)

1 EQ Earnings Quality  Discretionary
2 CEX
roles
3 COSs
Stake owned by the CEO
4 CGE CEO Gender
5 CCs CEO

Compensation
Structure

based pay to total pay

CEO Experience  Number of years in leadership Cheng et al. (2022);

Hambrick & Mason (1984)

CEO Ownership Percentage of firm equity Jensen & Meckling (1976);

Chen et al. (2023)

Dummy variable: 1 for female Huang & Kisgen (2020);
CEOs, 0 for male CEOs
Proportion of performance- Xie, Davidson, & DaDalt

Adams & Ferreira (2009)

(2021); Murphy (1999)
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Researcher computation from empirical review, 2024

Analysis and Discussion

Table 1 Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
EQ 210 .001 .058 -.096 1
CEX 210 16.4 7.371 5 29
COS 210 4.923 2.917 .051 9.963
CGE 210 476 501 0 1
CCS 210 512 291 .002 991

Source: Stata Output, 2025

The results begin with a clear description of the
variables measured and their associated
constructs. Earnings Quality (EQ) is measured
using discretionary accruals based on the
Dechow et al. (1995) model, while CEO
Experience (CEX) is quantified as the number
of years spent in leadership roles. CEO
Ownership Stake (COS) is captured by the
percentage of firm equity owned by the CEO,
CEO Gender (CGE) is operationalized as a
binary dummy variable (1 for female and 0 for
male CEOs), and CEO Compensation Structure
(CCS) is defined by the proportion of
performance-based pay relative to total pay.
The descriptive statistics, obtained from a panel

Table 2 Matrix of correlations

of 210 observations across 21 consumer goods
firms, show relatively small mean values and
standard deviations that suggest modest
variability. For instance, EQ has a mean of
0.001 and a standard deviation of 0.058, while
COS and CCS have means of 4.923 and 0.512,
respectively, indicating differences in the
dispersion of these measures. The correlation
matrix reveals low to moderate associations
among the variables, with coefficients ranging
from -0.094 to 0.151, suggesting that
multicollinearity is unlikely to be a major
concern given the relatively weak correlations
among independent variables.

Variables @) (5) (6) @) (8)
(1) EQ 1.000

(5) CEX -0.042 1.000

(6) COS -0.039 -0.094 1.000

(7) CGE 0.074 0.017 -0.041 1.000

(8) CCS 0.105 0.151 -0.059 0.041 1.000

Source: Stata Output, 2025

The correlation matrix presented in Table 2
provides an overview of the bivariate
relationships among the variables used in the
study. The diagonal elements confirm that each
variable is perfectly correlated with itself, as
expected. The correlation between Earnings
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Quality (EQ) and CEO Experience (CEX) is -
0.042, which is very close to zero, indicating
virtually no linear association between the two
in isolation. Similarly, the correlation between
EQ and CEO Ownership Stake (COS) is -0.039,
also suggesting a negligible direct relationship.
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The matrix also reveals a weak positive
correlation between EQ and CEO Gender
(CGE) at 0.074, and between EQ and CEO
Compensation Structure (CCS) at 0.105. These
low correlation coefficients imply that there is
minimal concern regarding multicollinearity
among these independent variables, as their
interrelationships do not appear to be strong.

Further inspection of the matrix shows that the
correlations among the independent variables
themselves are also quite low. For instance, the
correlation between CEX and COS is -0.094,

Table 3 Breuscha€““Pagan/Cooka€ “Weisberg test for

while between CEX and CCS it is 0.151. The
relationship between COS and CCS is even
lower at -0.059, and between CGE and CCS the
correlation is a negligible 0.041. These findings
suggest that each independent variable captures
a distinct aspect of the executive characteristics
under investigation, reinforcing the
appropriateness of including them
simultaneously in the regression model. The
minimal overlap between these variables
enhances the reliability of the regression
estimates, as it reduces the risk of inflated
standard errors due to multicollinearity.

Breuscha€““Pagan/Cooka€ “Weisberg test for heteroskedasticity

Assumption: Normal error terms
Variable: Fitted values of eq
HO: Constant variance
chi2(1)= 1.06
Prob > chi2 = 0.3037

Source: Stata Output, 2025

The Breusch—Pagan/Cook—Weisherg test for
heteroskedasticity examines whether the
variance of the regression errors is constant
across observations—a key assumption of
ordinary least squares (OLS) regression. In this
case, the test statistic is 1.06 with a
corresponding p-value of 0.3037. Since the p-
value exceeds the common significance level of

Table 4 Variance Inflation Factor

0.05, we fail to reject the null hypothesis that
the error terms exhibit constant variance
(homoscedasticity). This result implies that
heteroskedasticity is not a concern in our
model, thereby affirming the reliability of the
standard error estimates and the overall validity
of the inferential tests derived from the
regression analysis.

VIF 1VIF
1.070 0.931
1.030 0.967
1.030 0.971
1.010 0.989
1.040

Source: Stata Output, 2025

The Variance Inflation Factor (VIF) values
reported in Table 4 are all very close to 1, with
values of 1.070, 1.030, 1.030, 1.010, and 1.040,
indicating that multicollinearity among the
independent variables is minimal. A VIF close
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to 1 suggests that the variance of the estimated
regression coefficients is not being inflated by
correlations among the predictors, and the
reciprocal values (1/VIF) are correspondingly
high, confirming this assessment. This low



Abuja Journal of Business and Management (AJBAM), 3(2), 2025

level of multicollinearity ensures that the
independent variables provide unique and
reliable information, thereby enhancing the
Table 5 Hausman (1978) specification test

Coef.
Chi-square test value 28.145
P-value 0

Source: Stata Output, 2025

The Hausman specification test compares the
consistency of estimators from fixed effects and
random effects models. In this case, the test
statistic is 28.145 with a corresponding p-value
of 0. A p-value of 0 indicates that the null
hypothesis—which posits that the random
effects estimator is consistent—is rejected. This
result strongly suggests that the fixed effects
model is preferred because it provides
consistent estimates, confirming that the
individual-specific effects are correlated with
the explanatory variables in the model.

Table 6: Fixed effect Regression results

stability and interpretability of the regression
estimates.

The significant Hausman test outcome justifies
the choice of a fixed effects estimation
approach in this study. By ruling out the
random effects model, the analysis ensures that
the effects specific to each firm—potentially
unobserved characteristics—are adequately
controlled for, thereby enhancing the
robustness and validity of the regression results.
This is crucial in panel data analysis as it
implies that the unobserved heterogeneity
across firms, which could bias the results if not
accounted for, is effectively managed through
the fixed effects methodology.

eq Coef. St.Err. t- p- [95% Interval]  Sig
value value Conf
CEX .032 .002 15.80  0.000 .028 036 ***
COS .054 .007 8.11 0.000 .041 067 ***
CGE -.003 .003 -1.14 0.254 -.008 .002
CCS .022 .02 1.11 0.268 -.017 .061
Constant -.004 002 -185  0.066 -.008 0 *
Mean dependent var 0.001 SD dependent var 0.058
R-squared 0.849 Number of obs 210
F-test 259.315 Prob>F 0.000
Akaike crit. (AIC) -1106.380 Bayesian crit. (BIC) -1079.603

*** p<.01, ** p<.05, * p<.1
Source: Stata Output, 2025

The fixed effects regression results indicate that
the model explains a substantial proportion of
the variability in earnings quality (EQ), with an
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R-squared value of 0.909 and a highly
significant F-test (F = 259.315, p < 0.001). The
estimated coefficients for CEO Experience
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(CEX) and CEO Ownership Stake (COS) are
both positive and statistically significant at the
5% level. Specifically, the coefficient for CEX
is 0.032 (t-value = 15.80, p < 0.001), suggesting
that an additional year of CEO experience is
associated with an increase in earnings quality.
Similarly, the coefficient for COS is 0.054 (t-
value = 8.11, p < 0.001), implying that a higher
percentage of firm equity owned by the CEO is
also linked to improved earnings quality. These
results indicate that both increased managerial
experience and a greater ownership stake serve
as important predictors of enhanced financial
reporting quality.

In contrast, the coefficients for CEO Gender
(CGE) and CEO Compensation Structure
(CCS) are not statistically significant, with p-
Discussion

The findings of this study reveal that CEO
Experience (CEX) and CEO Ownership Stake
(COS) have statistically significant positive
impacts on earnings quality (EQ), whereas
CEO Gender (CGE) and CEO Compensation
Structure (CCS) do not show significant effects.
The positive association of CEO Experience
with earnings quality suggests that more
seasoned leaders tend to implement prudent
financial practices, aligning with the findings of
Chen et al. (2023) and Harris et al. (2022), who
argued that experienced CEOs are more
capable of navigating complex financial
environments and mitigating aggressive
accounting practices. Similarly, the significant
effect of CEO Ownership Stake corroborates
the notion that when CEQOs have a greater
financial investment in their firms, they are
more likely to act in the shareholders’ best
interests, thereby reducing agency problems, as
supported by Nguyen et al. (2022) and Patel et
al. (2021). However, the non-significant
influence of CEO Gender and Compensation
Structure in this context points to the possibility
that these variables might interact with other
firm-specific or market factors, or that their
impact is more nuanced than previously
theorized. Some studies, such as those by
Roberts et al. (2023) and Wang et al. (2020),
have provided counter-evidence by
highlighting instances where compensation
structures and gender diversity did have
discernible effects on financial reporting
outcomes, suggesting that the effects of these
variables could be contingent upon industry-
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values of 0.254 and 0.268, respectively. The
estimated coefficient for CGE is -0.003 and for
CCSis0.022, indicating that, within the context
of this study, variations in these variables do not
have a discernible impact on earnings quality.
The constant term, while marginally significant
(p = 0.066), suggests that there may be other
factors influencing earnings quality not
captured by the model. Overall, the model's
strong fit—as indicated by the high R-
squared—and the significant contributions of
CEX and COS underscore the importance of
CEO experience and ownership stake in
shaping the quality of earnings, while the
effects of CEO gender and compensation
structure appear to be more nuanced in this
specific empirical setting.

specific dynamics or broader

governance practices.

corporate

Agency Theory aligns closely with the current
findings. This theoretical framework posits that
when CEOs hold a significant ownership stake
in the firm and possess extensive experience,
their interests are more likely to be aligned with
those of the shareholders, thereby reducing
agency conflicts and promoting higher earnings
quality. Empirical studies such as Chen et al.
(2023) and Harris et al. (2022) support this
notion by demonstrating that experienced
CEOs are better equipped to implement robust
financial practices, while Nguyen et al. (2022)
and Patel et al. (2021) further reinforce the idea
that substantial CEO ownership mitigates the
likelihood of earnings manipulation. These
insights confirm that the constructs of CEO
experience and ownership serve as effective
governance mechanisms, as predicted by
Agency Theory, to enhance the reliability and
transparency of financial reporting.

CONCLUSION AND
RECOMMENDATIONS

In  conclusion, the empirical evidence
underscores the importance of enhancing CEO
experience and ensuring that CEOs hold a
substantive ownership stake in their firms as
effective strategies to improve earnings quality.
It is recommended that

i. For CEO experience, firms should
prioritize  the selection and
retention of CEOs with extensive
and relevant industry experience.
Companies should develop robust
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succession planning programs that
identify and nurture potential CEO
candidates with a track record of
success. Mentorship  programs
where experienced CEOs guide up-
and-coming leaders can also be
beneficial.

ii. In terms of ownership stake, firms
should encourage and motivate
CEOs to increase their ownership
stake in the company. This can be
achieved through stock options,
restricted stock grants, or other
equity-based compensation plans
that align the CEQO's interests with
those of shareholders.

iii. While the study found no statistical
significance for CEO gender,
companies should continue to
promote diversity and inclusion in
their leadership teams. This
includes ensuring equal
opportunities for women to
advance to CEO positions.
Implement policies that eliminate
gender bias in hiring and
promotion processes.

iv. The firm should review and refine
the CEO compensation structure to
ensure it effectively aligns with
long-term value creation and
earnings quality. Consider
incorporating performance metrics
that go beyond short-term financial

results, such as sustainability,
innovation, and customer
satisfaction. While this study

showed statistical significance, it is
best practice to always review
compensation.
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