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This research study investigates the role of board gender diversity in 

mitigating the risk of corporate expropriation of listed companies in 

Pakistan. For this purpose, data from 2009 to 2019 has been 

collected for 223 firms randomly selected from 24 non-financial 

sectors. The current study used panel data analysis techniques i.e. 

random vs fixed-effect regression models were estimated for testing 

the relationship of board gender diversity and corporate 

expropriations. The results of the panel data analysis showed that 

Hausman test results support the random effect models for the 

analysis of the data. The results of the random effect models showed 

that board gender diversity has a negative significant effect on the 

dividend ratios and director loans, which are used as a proxy for 

corporate expropriations. Moreover, external audit quality, growth, 

and leverage are also found to hurt corporate expropriations. 

However, managerial ownership, net profit margin, and size 

variables are found to have a positive effect on corporate 

expropriations. The results of the study will be helpful for the 

corporate managers and policy makers regarding the corporate 

governance and provide a deep insight in to the role of the gender in 

managing and aligning the benefits of the outsider shareholders by 

reducing the corporate expropriations of controlling large 

shareholders.  The study is novel in its nature as being the first study 

that has been conducted in the context of Pakistan and has studied 

the role of gender in managing corporate expropriations.   
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1. Introduction 

Researchers, investors, and policymakers showed interest in assortment on boards from the past twenty 

years. According to Upadhyay and Zeng (2014), on the diversity of the board, women representation on 

board increase the board value by providing a wide range of resources, for instance, legitimacy, strategic 
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advice, knowledge, and connection with outside elements of environment on which an organization 

depends. Due to the great significance of boards having female members at the economic level, 

organizations have begun more presence of women in boards. In light of this, various nations, for 

example, Iceland, France, and Norway have presented laws by giving authority to women presence on 

board, whereas some other countries, for example, Canada and UK, have joined proposals for both male 

and female equally in the code of corporate governance. Subsequently, females are getting progress on 

board, such as female had 14.8% seats of the board at Fortune 500 firms during 2013. Especially, the top 

country in the world is Norway whose 36.1% portion of the board consists of women members, 

similarly, Finland and Sweden are 26.8% and 27% according to GMI (2013). The role of the board, in 

general, has found a negative and significant impact on expropriation (See.Ullah& Shah, 2015). 

However, due to the great significance of boards having female members at the economic level has 

paved the way for scholars to test all those components that affect the board of directors.  

 

Policy-makers considered that the boards having gender diversity are more effective than the boards 

which are not gender-wise diverse and onboard representation of females is not appropriate. For the sake 

of these purposes, for lawmaking bodies, the gender diversity of the boards is considered a vital area of 

interest. According to Adams (2016) increasing the degree of board gender diversity of the board, board 

gender diversity guidelines are executed globally in the form of amendments of governance code, 

disclosure requirements, and obligatory quotas.  The first country was Norway to device required quota 

of gender for the listed firms’ boards in 2003. Othe countries of Europe that are France, Spain, Germany, 

Belgium, and Italy also presented provision for listed firms’ boards after Norway. Regarding the gender 

diversity of the board, Norway is a country that took the foremost steps. Norway has 39.4% female on 

board of direct France and Sweden has 37.6% and 35.6% female directors on board. Korea has 2.4% of 

women on board as directors. According to Fondas and Sassalos (2000), past researches also recorded 

that independency of the board will improve with the existence of females on board (see 

Fondas&Sassalos, 2000). As per Sing et al., (2008), female onboard focus on their job by staying away 

from politics that lead to improving the board efficiency. Hence, the female board of directors will bring 

a lot of advantages to the investor and will be helpful to reduce the chance of expropriation by focusing 

on their job effectively and efficiently on the board. Berle and Means (1932) started the first idea of 

agency issue. The producers gave attention to the concept of agency theory and practically used it as a 

huge firm. Generally, agency theory has been utilized in the field of finance, economics, political theory, 

human science, promoting, and organization behavior. 

 

As the agency problem is a conflict between shareholders and its agent and it is the main cause of 

corporate expropriation. Corporate expropriation can be minimized through the proper application of 

dividend payout policies. To protect the investors from expropriation the dividends are utilized as a 

device to minimize the agency costs (see Adjaoud and Ben-Amar, 2010). There should be a certain 

connection between dividend payout and administration of corporations because organizations with 

better-administered will guarantee the best insurance for their investors. In this manner, investors can 

compel the executives to disseminate a higher dividend instead of expropriating the abundance of money 

for their advantages (see Mitton, T2002). 

 

2. Literature Review and Hypothesis Development 

This section includes both theoretical and empirical work done on the topic.  

  

2.1 Agency Theory 

Agency theory clarifies the connection between the shareholder (owner) and managers or directors 

(agents). According to Clarke (2004) investors or the shareholders of the organization, procures agents 

to do work on their behalf. Shareholders give the authority to their agents to take decisions and to run 

the organization. Undoubtedly, Daily et al (2003) concluded two components that can impact the 

noticeable quality of organization theory. The first component is that this theory is straightforward and it 

diminishes the organization into two parts that are investors and directors. The second component is that 
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this theory recommends that it can lead to self-interest, directors, or agents of shareholders in 

associations who will perform work for their advantage and well-being. 

 

This theory anticipates that managers or directors should work on the choices of the shareholder’s 

intrigue. In actuality, as per Padilla (2000), it is possible that the manager or director not make good 

choices for the shareholder’s benefit. Adam Smith firstly identified this type of issue in the eighteenth 

century and after that examined by Ross (1973), similarly, Jensen and Meckling (1976) firstly 

introduced agency theory in detail. Davis, Schoorman, and Donaldson (1997) declared without any 

doubt, the concept of issues rising due to division of possession and governance in agency theory. 

 

According to Fama and Jensen (1983) to supervise the exercises of administrators and to determine 

clashes (for example compensation, turnover of CEO) between managers or directors and investors 

(shareholders) key situation is the board of directors. In a general way inside directors will not work 

together with outsiders for the purpose of expropriations, because they want to keep up their notoriety as 

checking specialists.  

 

As per agency theory, it is contended that board adequacy can be improved due to the supervision of 

women directors’ inboard. For example, the presence of women in the board can start the discussion on 

petulant problems and can Chief Executive Officer’s assessment than male directors on board; in this 

manner, to supervise directors the board gender diversity may be a viable apparatus. Carter, Simkins, 

and Simpson, (2003) studied that females can be ultimate directors as females exhibit greater activism 

and independence as compared to non-executives. 

 

2.2 Corporate Expropriation 

According to Sulong and Nor (2008) expropriation is characterized as an unlawful asset expulsion, 

profit, and wealth particularly by major investors. For their personal benefit, they damage the interest of 

other small shareholders by utilizing their controlling position in the firm. Singhai (2002) reported 

different types of expropriations that are expropriation of profit, assets tunneling, and inappropriate 

ownership dilution. Related party exchange is reported by Harto, 2012. Corporate governance according 

to Denis and McConnel (2003) is a set of procedures and rules that influences firm decision making to 

increase the value of the corporation and to increase the wealth of the shareholders. Therefore, every 

decision and choice made by the company is planned to give advantages to all investors of the firm. 

Shleifer and Vishny's (1997) findings are similar to these findings. According to the "corporate 

governance is an act of dealing by which finance providers are guaranteed to get a profit on investment". 

This opinion is more explicit in clarifying the expropriation plausibility and also the role that the 

directors play in securing the benefits of investors. Claessens (2006) raised this with the contention that 

corporate governance is identified with the role of the different board of directors and shareholders. 

While managing business expropriation the director’s job is treated as a significant component. 

According to Hopewell (2009), one of the problems that lead to the breakdown of Lehman Brothers 

(2008) is the issue of directors of the firm. He uncovered a few shortcomings that need consideration, for 

example, the directors’ performance and the disappointment of the structure of the board as far as 

directors' abilities, exposure, and experience. In corporate governance one of the significant tools is the 

diversity of the board. The heterogeneity and successful checking of the board would upgrade 

boardroom practices and advance the quality of the governance in the organizations to decrease the 

probability of expropriation. As the greater part of the studies related to board directed towards the 

understanding of the impact of board structure on the performance of the company. This research is 

proposed to look at the connection between corporate expropriation and board diversity. Earlier studies 

on gender suggested that there exists a positive correlation between females on board and firm 

performance. Furthermore, the studies also reveal that on board the existence of females boosts the 

independence of the board (Feirreira, 2009). Fondas&Sassalos, 2000, have substantial contributions to 

increase the quality of governance by giving a different point of view in discussion and increase the 

interaction of the directors of the board. According to Sing et al., (2008) the directors should focus on 
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the role they play to stay away from political behavior that leads to an increase in board efficiency. 

Keeping in view all these studies it can be concluded that females on board would be more beneficial for 

the shareholder and it seems to increase the likelihood of expropriation by playing an effective role in 

the boardroom. 

 

2.2.1 Board Gender Diversity 

Up till now, scholars did not find the answer to two important questions the first question is that what 

plays an important role in the effectiveness of the board of directors? And the second question is what 

steps should be followed for the improvement of the board? For answering the said questions, Adams 

(2016) argued that after conducting studies from many years by academic scholars and regulators the 

way out of these problems lies in the independence of the board. However, the recent studies showed 

that the emphasis is transferred from the independence of the board to the gender diversity of the board. 

According to Adams (2016) boards having women, directors are more effective. 

 

Policy-makers have the views that the boards having gender diversity are more effective than the boards 

which are not gender-wise diverse and onboard representation of females is not appropriate. For the sake 

of these purposes, for lawmaking bodies, the gender diversity of the boards is considered a vital area of 

interest. According to Adams (2016) increasing the degree of board gender diversity of the board, board 

gender diversity guidelines executed globally in the form of amendments of governance code, disclosure 

requirements, and obligatory quotas.  The first country was Norway to device required quota of gender 

for the listed firm's boards in 2003. Other countries of Europe that are France, Spain, Germany, 

Belgium, Italy also presented provision for listed firms boards after Norway. Regarding the gender 

diversity of the board, Norway is a country that took the foremost steps. Norway has 39.4% female on 

board of direct France and Sweden has 37.6% and 35.6% of female directors on board. Korea has 2.4% 

of women on board as directors. 

H1: There is a significant relationship between corporate expropriation and board gender diversity. 

 

2.2.2 Firm Size 

Hyland and Marcellino (2002) tested the effect of representation of women on board in firm size and 

industry. For this study data collected from the top 100 public companies of the US and the results 

suggested a positive association of board having women directors and organizational size. Hillman et al. 

(2007) also examined the representation of women directors on board with industry type and 

organizational size in the US and results found a significant influence of female directors on industry 

type and firm size. Yousaf, Belghitar, and Saeed (2016) tested different with the board having a female 

board of directors in the Russian, Chinese, Brazilian, and Indian boardrooms by analyzing 1002 firms 

data from  2005 to 2012 then compared the results with a US and UK sample. The study found between 

emerging economies and developed economies some similarities. In particular, the correlation of board 

having female directors with the firm size is positive and negatively correlated with corporate risk in 

developed economies and also in emerging economies. 

 

Saeed, et al., (2019) examined different factors of organization and board having a female board of 

directors by taking a sample of 294 Indian firms from 2004 to 2014. The result suggested a positive 

relationship between board gender diversity with family ownership and firm size. Ullah and Shah (2015) 

investigated the relationship of firm size with related party transactions by using a sample of 160 non-

financial firms from 2006 to 2012 and found that there is a positive and significant correlation between 

firm sizes and related party transactions. 

 

H2: There is a significant relationship between firm size and corporate expropriation.  

 

2.2.3 Audit Quality 

Ahmad and Denaley (2016) tested the representation of women on Australian corporate board on 

ASX500 from 2011 to 2014 by using two-limit Tobit model and this study found that board major 
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determinants are index of corporate governance, debt ratio, average age of board, firm size, Global 

Reporting Initiative signatory, women as chair of boards, tenure of chief executive officers, Big4 

auditors, and shareholder concentration. In Australia, this is the first study that used the two-limit Tobit 

model and examined the representation of females on board. Mustafa, Ahmad, and Chandren (2017) 

conducted a study on the impact of cognitive diversity (e.g education levels and interlocking 

directorship) and demographic diversity (e.g. age and gender) of the board of directors on client’s 

incentives and capability to claim proxy of high audit quality by big4 auditors. Taking data of 415 firms 

from Turkey quoted firms from the year 2011 to 2015 and to estimate the regression using the model of 

random effect estimation. This study found master's degree holders boards and interlocking directorship 

have a positive and significant effect on clients' demand for high audit quality. This study by examining 

interlocking directorship with audit quality providing additional theoretical insight. 

H3: There is a significant relationship between corporate expropriation and audit quality. 

 

2.2.4 Firm Age 

Appiadjie, Ampong, and Nsiah (2017) examined the correlation of firm age and board gender diversity 

in Ghana by taking 34 listed companies on Ghana’s capital market from 2010 to 2014 by using 

regression analysis. Results concluded a significant and positive correlation of firm age and board 

having female directors. 

H3: There is a significant relationship between firm age and corporate expropriation.  

 

2.2.5 Leverage 

Haris (2014) conducted a study on women directors on public company boards and examined the 

relationship between leverage and gender diversity in the US by taking a sample of 500 public 

companies boards having at least 25% women on board and companies having no woman on board for 

two years 2012 and 2013. The study concluded that there is an adverse correlation of board and 

corporate leverage and board that have at least 25% female directors on their board. Ullah and Shah 

(2015) tested the relationship of leverage with related party transactions by using a sample of 160 non-

financial firms taking data from 2006 to 2012 and the result concluded that leverage is negatively and 

insignificantly correlated with related party’s transaction. Mahajan conducted a study to test on the 

compensation of director and firm performance the impact of board gender diversity for listed firms of 

India National Stock Exchange. It also examined firm risks such as leverage and the result suggested an 

insignificant association of leverage and board having female directors. 

H5: There is a significant relationship between corporate expropriation and firm size. 

 

2.2.6 Family Business 

Sarkar and Salarka (2015) conducted a study on women on board and performance of family firms with 

a case study from India by using a data-set of 10218 firms of ten-year observation from 2005 to 2014. 

The result found that on family firms there is a positive impact on gender diversity. Abdullah, Ismail, 

and Nachum (2015) conducted a study by utilizing the Malaysian firm's sample and the result suggested 

a significant and positive association of board gender diversity with state-ownership and family 

ownership. 

 H6: There is a significant relationship between the family business and corporate expropriation. 

 

2.2.7 Institutional Ownership 

Rodriguez and Lawrence conducted a study on institutional investors that avoid women. The study 

tested on institutional ownership the influence of board having female directors. The study found that on 

average institutional investors hold 8 to 9% less equity infirm with 20% female representation on the 

board as compared to firms with no diversity. So this study concluded a large inverse relationship of 

institutional ownership and board having female members. A large number of studies suggested that 

institutional investors perform a monitoring job in a firm. The increasing number of institutional 

investors will provide more information. Saito (2017) conducted a study on board gender diversity and 

organizational diversity in Japan. Onboard the ratio of women directors in Japan was only 3 percent in 
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2016, which is one of the lowest among the OECD countries. The study examined the data of listed 

firms in Japan and explored in terms of board gender diversity the influence of institutional change on 

organizational diversity. It found that to mitigate institutional pressure as incentive firms take 

institutional change. While new policies and increasing foreign investors encourage gender diversity and 

independence on boards. 

H7: There is a significant relationship between corporate expropriation and institutional ownership. 

 

2.2.8 Firm Growth 

Durnev and Guriev (2011) conducted a study that expropriation risk reduces firm growth and decreases 

capital allocation efficiency.The model of this study declared that by reducing transparency, 

corporations minimize expropriation risk in countries with insecure property rights. This channel used 

data from 84 companies and the results found that reduced transparency has adversely influence 

corporate growth and efficient allocation of capital. Ullah and Shah (2015) study found an insignificant 

and negative correlation of firm growth with related party transactions. 

H8: There is a significant relationship between corporate expropriation and firm growth. 

 

2.2.9 Managerial Ownership 

Ullah and Shah (2015) conducted a study on related party transactions and corporate governance 

mechanisms of Pakistani firms. Used a sample of 160 non-financial firms from 2006 to 2012. The study 

shows that incorporate governance the main role is of institutional ownership. Managerial ownership is 

an agent that expropriates minor shareholder wealth through related party transactions. However; audit 

quality plays the role of an external governance agent and can reduce the conflict between minor and 

major shareholders. The result of this study found a significant and positive relationship of managerial 

ownership with related party transactions. As Pakistani is a developing economy and characterized by 

ownership concentration, most firms are dominated by families and their major shareholders are family 

members in many family firms. Thus the higher managerial ownership the higher will be the 

expropriation because they can divert the funds and assets to other family firms and minor shareholders 

will suffer. 

H9: There is a significant relationship between corporate expropriation and managerial ownership. 

 

2.2.10 Foreign Ownership 

The nationality of the board members is another element of board gender diversity. As per 

Oxelheim and Randoy (2002), the existence of foreign board members brought improvement in the 

performance of the firm by monitoring and controlling the powers of management. These functions of 

monitoring and controlling help reduce expropriations. Choi et al., (2012) explored the direct and 

indirect influence of foreign board members on board by using data from 2007 to 2014 in Korea. The 

study found that foreign shareholders monitor the management independently and this independency has 

a positive influence on the performance of the firm and foreign members of the board have been 

considered an important element of corporate governance. Hamzah and Zulkafli (2014) conducted a 

study to examine the association between corporate expropriation and board gender diversity of public 

listed companies in Malaysia. This study considered that foreign members as directors of the board, 

female members on board, and also tenure of the board are important tools for reducing expropriation by 

providing monitoring at a high level and it will be helpful to improve the quality of governance infirm 

and enhance the discussion of board. The study found a positive and significant relationship between 

board gender diversity and corporate expropriation and indicated that the presence of foreign investors 

on board helps reduce corporate expropriation. 

H10: There is a significant relationship between corporate expropriation and foreign ownership. 

 

3. Research Methodology  

3.1 Population  

The population of the study is non-financial firms listed in the Pakistan Stock exchange. There are a 

total of 35 sectors listed in the Pakistan Stock Exchange in which 6 are financial sectors and 29 are non-



 
Journal of Accounting and Finance in Emerging Economies     Vol. 7, No 1, March 2021  

183  

financial sectors. 

 

3.2 Sample Size  

A representative sample of about 223 firms randomly selected from the firms listed in the Pakistan Stock 

Exchange from 2009 to 2019. Furthermore, the sample will be subject to the availability of data onboard 

diversity in firms and other variables of interest. 

 

3.3 Model Specification  

The current study has used the research model specification of Hazah and Zulkafli(2014) with minor 

modification by including corporate expropriation as dependent variable while board gender diversity is 

an independent variable and also included audit equity, managerial ownership, institutional ownership, 

firm growth, net profit margin, leverage and firm size variable. 

 

Expropriationit = α+ βBGDit+ βEaqit +βForit + βMsoit+ βInstit+ βGrowthit + βNpmit + 

βLevit+βSizeit+ ei   

Where, BGD board gender diversity, Eaq audit quality, For foreign ownership, Mso managerial 

ownership, Inst institutional ownership, Growth firm growth, Npm net profit margin, Lev leverage, 

Size firm size 

 

3.4 Variables 

3.4.1Dependent Variables 

3.4.1.1 Corporate Expropriation 

For this study two proxies are used for corporate expropriation. The first one is dividend payout that is 

the total dividend paid to common and preferred shareholders. For this purpose, data is extracted from 

the balance sheets of companies. Different previous studies such as Mancinelli and Ozkan (2006), 

Pindado and Torre (2006), and Cronqvist and Fahlenbrach (2009) have used dividend payout for the 

measurement of dividend policy. According to Hamzah and Zulkafli (2014), dividend payout is 

computed as a dividend paid to sales used as a proxy for expropriation and the second one is related 

party loan dividends by total assets is used as a proxy for expropriation. 

 

3.4.2 Independent Variables 

3.4.2.1 Board Gender Diversity 

Board gender diversity is computed by using the total female members on the board. Buniamin et al., 

(2012) has also used the same measure for their study. Rodriguez and Lawrence conducted a study on 

institutional investors that avoid women and compute board gender diversity by using a total female 

member on the board. Adams (2016) computed board gender diversity by taking the total number of 

female members out of total board members. Abdul Manaf et al., (2016), conducted a study in Malaysia 

and also used board gender diversity by measuring the number of female board members on the board. 

Farrell (2004) conducted a study on the female effect on the corporate board and used board gender 

diversity as a variable by computing the number of female members aboard.  

3.4.2.2 Audit Quality 

Each refers to audit quality. The total fee paid to the auditors is used for its calculation. Ullah and Shah 

(2015) also conducted a study and used total fees paid to the auditors for calculating audit quality.  Gao 

and King (2008) argued that those firms whose performance is high pay high audit fees to auditors for a 

better analysis of financial records. Mustafa, et al., (2017) examined the demand of clients for high audit 

quality, and for this purpose, they used audit quality as available by measuring the total fee paid to the 

auditor for his study. 
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3.4.2.3 Foreign Ownership 

Foreign ownership is the total number of foreigners on board and it is computed as the portion of shares 

held by foreign investors out of total ownership (Hamzah & Zulkafli, 2014). Saito (2017) conducted a 

study in Japan and used foreign ownership as a variable by measuring ownership percentage of foreign 

investors. Denis and Huizinga (2004) used a foreign variable for their study by measuring that foreign 

ownership is the ratio of foreign ownership in total equity. Viet conducted a study on foreign ownership 

and performance of listed firms and measure foreign ownership by taking the percentage of foreign 

ownership. 

3.4.2.4 Managerial Ownership 

Mso refers to managerial ownership. It is calculated as a percentage of managerial ownership out of total 

ownership (Saeed, et al., 2018). Ullah and Shah (2015) conducted a study and calculate the managerial 

ownership out of total ownership. Benkraiem, et al., (2017) conducted a study and used managerial 

ownership as a variable by measuring managerial ownership out of total ownership and found that 77.6 

percent are managerial ownership ratio. 

3.4.2.5 Institutional Ownership 

Inst refers to institutional ownership and computed as a percentage of institutional ownership out of total 

ownership (Saeed, et al., 2018). The family business is represented by 1 if it belongs to the family 

otherwise (Saeed, et al., 2018). Rodriguez and Lawrence conducted a study and used the total percentage 

of institutional investors out of total shares. Ullah and Shah (2015) conducted a study on related party 

transactions and corporate governance mechanisms of Pakistani firms and used institutional ownership 

variables by computing the percentage of institutional ownership out of total ownership. Farrell (2004) 

conducted a study that used institutional ownership as a variable by computing the percentage of shares 

held by institutional investors. 

3.4.2.6 Growth 

Growth refers to firm growth. It is calculated as the changes that occurred in the fixed assets of the firm. 

Ullah and Shah (2015) conducted a study and used firm growth as a control variable by calculating 

changes that occurred in fixed assets of the firm. Durnev and Guriev (2011) conducted a study on 

expropriation risk and firm growth and measured the firm growth variable by taking the annual growth 

in real sales.  

3.4.2.7 Net Profit Margin 

The term Npm in the econometric model refers to the net profit margin. Appiadjei and Ampong (2017) 

conducted a study on board gender diversity by using data of 34 companies listed on the capital market 

in Ghana. For this study net profit margin has been as a variable by taking the data of net profit of the 

firm's sale after the deduction of tax and depreciation. A high net profit margin is better for a firm 

(Appiadjei & Ampong, 2017). 

3.4.2.8 Leverage 

Lev term in the econometric model refers to leverage and it is computed as debts to equity (Saeed, et al., 

2018). Leverage can be computed in different ways. Abdul Manaf et al., (2016), conducted a study in 

Malaysia and used leverage variable as a control variable by computing as total liabilities to total assets. 

Benkraiem et al., (2017), carried out a research study and used leverage as a variable by computing it as 

total debt divided by total assets. Haris (2014) carried out a study by taking data of US companies and 

use leverage as a variable by computing total debt divided by total assets. Upadhyay (2014) used 

leverage as total debt to total equity.  

3.4.2.9 Size 

Size refers to firm size. To control the influence of size effect, firm size is used. Because it is expected 

that dividend policy is affected by firm size. Large firms have greater opportunities for growth and also 
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of great financing (Sulong, 2008). Size is computed by a log of total assets (Hamzah & Zulkafli. 2014). 

Ullah and Shah (2015) conducted a study and used firm size as a variable by computing a log of total 

assets. Abdul Manaf et al., (2016), conducted a study in Malaysia and used firm size variables by 

computing by a log of total assets. Sarkar and Selarka (2015) conducted a study in India and firm size as 

a variable by measuring the log of total assets. 

 

4. Results and Discussion   
This section of the study includes results and discussion on the results in light of the previous studies 

and theories underlying the current study.   

 

4.1 Descriptive Statistics  

Descriptive statistics result shows that on average the dividend to sale on non-financial firms is 0.024 

which may increase up to 0.247 and the mean value of dividend to earning is 0.005 which could increase 

up to 0.141. The ratio of the director’s loan of non-financial firms is 0.030 which may increase up to 

0.219. The gender diversity ratio is 0.374 which can increase to 1. The ratio of external audit quality is 

1.906 which may increase up to 7.6. The ratio of managerial ownership is 0.058 and the maximum value 

is 0.812. The mean value of institutional ownership is 0.022 which can go up to 0.244 and the minimum 

value of growth ratio of non-financial firms is -.02 which may increase up to 0.397 while the mean value 

is also .397. The minimum value of net profit to sale is -.010 which may increase to 0.694 while the 

average value is .079 and the leverage ratio that is debt to equity is 0.025 and the maximum value is 

0.243. The size ratio of non-financial firs is 5.744 which may increase to 8.797. 

 
Table 4.1 Descriptive Statistics 

Variable Obs  Mean Std.Dev.  Min  Max 

Divsal 2014 .024 .052 0 .247 

Diverning 2014 .005 .02 0 .141 

dir_loan 1242 .030 .128 0 .219 

 bgd1 2014 .374 .484 0 1 

Eaq 2012 1.906 2.863 0 7.6 

For 2014 .005 .021 0 .25 

Mso 2014 .058 .15 0 .812 

Inst 2014 .022 .048 0 .244 

Growth 2014 .039 .086 -.02 .397 

Npm 2014 .079 .156 -.01 .694 

Lev 2014 .025 .027 0 .243 

Size 2014 5.744 1.413 0 8.797 

 

4.2 Matrix of Correlations 

The matrix of correlations shows the correlation between the dependent and independent variables. The 

dependent variable is the expropriation and explanatory variable is board gender diversity while control 

variables are external audit quality, dividend to sale, dividend to earning, director’s loan, foreign 

ownership, managerial ownership, institutional ownership, growth, net profit margin, leverage, and size. 

The results show a negative association of corporate expropriation with board gender diversity, and also 

a negative association with other control variables such as dividend to earning, director’s loan, external 
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audit quality, growth, and leverage. The results also show that corporate expropriation has a positive 

association with a dividend to sale, foreign ownership, managerial ownership, institutional ownership, 

net profit margin, and size. 
 

Table 4.2 Matrix of correlations 
  Variables   (1)   (2)   (3)   (4)   (5)   (6)   (7)   (8)   (9)   (10)   (11)   (12)   (13) 

 (1) divsal 1.000 

 (2) 
diverning 

-0.011 1.000 

 (3) 
dir_loan 

-0.062 0.024 1.000 

 (4) bgd1 -0.073 -0.014 -0.021 1.000 

 (5) eaq -0.057 -0.122 -0.045 0.146 1.000 

 (6) for 0.100 0.051 0.033 -0.249 0.227 1.000 

 (7) mso 0.153 0.028 0.053 0.094 0.042 -0.098 1.000 

 (8) inst 0.062 0.073 0.095 0.128 0.345 -0.041 -0.061 1.000 

 (9) growth -0.125 -0.027 -0.046 0.124 -0.132 -0.148 -0.063 0.043 1.000 

 (10) npm 0.513 0.069 0.001 -0.143 0.062 0.217 -0.157 -0.021 -0.042 1.000 

 (1) lev -0.228 -0.122 -0.116 0.040 0.087 -0.080 0.068 -0.062 0.072 0.164 1.000 

 (12) size 0.345 0.134 0.065 -0.049 0.096 -0.019 -0.110 -0.003 0.149 0.375 0.604 1.000 

 

 

4.3 Regression Results 

The regression result is the test of a regression model where random and fixed regression models were 

used. The Hausman test results suggest that the random effect model is appropriate. The results show 

that the coefficient of board gender diversity has a coefficient of -0.008 which is significant at a 5% 

level of significance and thus accepts the alternate hypothesis of the significant relationship of board 

gender diversity and corporate expropriations. The negative sign shows that firms with more females on 

board will have less expropriation, moreover, these results support the notion that the presence of 

females in the corporate board could pay an important role in reducing conflicts between majority and 

minority shareholders and could help in reducing the corporate expropriations.  The external audit 

quality has a coefficient of -0.011 which is negative and significant at a 1% level of significance. Ullah 

and Shah (2015) also verified the negative and significant association of audit quality with related party 

transactions. Thus, accept the alternate hypothesis of the significant relationship of corporate 

expropriation and audit quality. The value of foreign ownership is -0.018 which shows the negative and 

does not lie in the significance area. So here the H1 rejected that there is a significant relationship 

between corporate expropriation and foreign ownership and null hypothesis Ho accepted that there is an 

insignificant relationship between corporate expropriation and foreign ownership. The managerial 

ownership has a coefficient of 0.006 which shows a positive and significant at a 5% level of 

significance. Results are also supported by the study of Ullah and Shah (2015). Here accepted the 

hypothesis of a significant relationship between corporate expropriation and managerial ownership and 

the null hypothesis rejected that is an insignificant relationship between corporate expropriation and 

managerial ownership. The value of institutional ownership is 0.034 which is a positive and insignificant 

relationship with corporate expropriation. The alternate hypothesis accepted that there is an insignificant 

relationship between corporate expropriation and institutional ownership. The growth value coefficient 

is -0.026 which shows negative and significant at the 10% level. Thus, accept the hypothesis of the 

significant relationship of firm growth and corporate expropriation and the null hypothesis rejected that 

there is an insignificant relationship between corporate expropriation and growth rate. The value of the 
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net profit margin is 0.033 which shows a positive and significant at 5% level of significance. H1 will 

accept the hypothesis of a significant relationship between corporate expropriation and net profit margin. 

Leverage has a coefficient of -0.062 which is a negative and insignificant relationship with corporate 

expropriation. So here rejected the hypothesis of a significant relationship between leverage and 

corporate expropriation. The coefficient of size is 0.005 which represents a positive and significant at a 

1% level of significance. The H1 accepted that there is a significant relationship between corporate 

expropriation and size. The results of Hyland and Marcellino (2002) study also support this finding. 

 
4.3 Regression Results 

   (RE)   (FE)   (RE)   (FE)   (RE)   (FE) 

 Divsal Divsal Diverning diverning dir_loan dir_loan 

 BGD    -0.008** -0.011** -0.005** -0.005* -0.007** -0.064** 

 (0.004) (0.005) (0.002) (0.003) (0.003) (0.031) 

Eaq -0.011*** -0.012*** -0.001** -0.001** -0.009** -0.007** 

 (0.001) (0.001) (0.000) (0.000) (0.008) (0.003) 

For -0.018 -0.026 -0.021 -0.028 -0.474 -0.627 

 (0.062) (0.078) (0.031) (0.042) (0.295) (0.423) 

Mso 0.006**  0.006** 0.007** 0.008** 0.053*** 0.072** 

 (0.003) (0.003) (0.003) (0.003) (0.015) (0.029) 

Inst 0.034 0.033 0.019 0.028 -0.080*** -0.241** 

 (0.037) (0.047) (0.015) (0.019) (0.023) (0.119) 

Growth -0.026* -0.027* -0.011*** -0.010** -0.005 -0.012 

 (0.014) (0.014) (0.004) (0.004) (0.057) (0.057) 

Npm 0.033** 0.037*** 0.010** 0.013*** 0.090** 0.136** 

 (0.013) (0.013) (0.004) (0.004) (0.037) (0.065) 

 Lev -0.062 -0.084 -0.042* -0.050* 0.316** 0.382** 

 (0.067) (0.072) (0.023) (0.027) (0.126) (0.150) 

Size   0.005*** 0.005*** 0.001** 0.001** 0.006*** 0.006*** 

 (0.001) (0.001) (0.000) (0.000) (0.002) (0.002) 

 _cons -0.006 -0.010** 0.002 0.000 -0.045* -0.044* 

 (0.004) (0.005) (0.002) (0.002) (0.023) (0.022) 

 Obs. 2012 2012 2012 2012 1242 1242 

 R-squared  0.137 0.147 0.134 0.137 0.102 0.102 

Hausman Test 12.15(0.2052) 10.12(0.2311) 16.23(0.1623) 

 

Standard errors are in parenthesis *** p<0.01, ** p<0.05, * p<0.1 

4.4 Regression Results of Interaction Models for Dividend to earnings (Diverning) 

Now to test that the effect of board gender diversity on corporate expropriation varies with the level of 

managerial ownership, foreign ownership, institutional ownership, leverage, size, and net profit margin, 

the study has estimated the interaction effect of each of these variables on the various measures of 

corporate expropriation. Table 4.4 showed the results of the interaction models where the dependent 

variable of the study is a dividend to earnings ratio used as a proxy for expropriation. The explanatory 

variables include board gender diversity and its interaction with managerial ownership (bgd_mso), 

institutional ownership (bgd_inst), foreign ownership (bgd_for), net profit margin (bgd_npm), leverage 

(bgd_Lev) and size of firm (bgd_size) respectively. Moreover, the study also kept the main variables 

used in the baseline model such as managerial ownership, foreign ownership, institutional ownership, 

and external audit quality, and firm-level variables such as leverage, net profit margin, growth, and size.  

The estimated results of the random effect models showed that in all models’ board gender diversity has 

a negative and significant effect on the dividend to earnings ratio. These results are in line with the 

baseline regression model as reported in table 4.3. The interaction of the board gender diversity with the 

managerial ownership has a negative and significant coefficient with the dividend to earnings ratio. 

However, managerial ownership alone has a significant positive effect on the dividend to earnings ratio. 

Thus, these results suggested that in the presence of females in the corporate board mitigate the 

expropriating behavior of the dominant managers in firms. Thus, diversity in the corporate board could 

protect the interest of the minority shareholders by reducing the probability of corporate expropriations. 

These results support the main results of the study that is gender diversity minimizes corporate 
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expropriations. 
4.4 Regression Results of Interaction Models for Dividend to earnings (Diverning) 

   (MSO)   (INST)   (FOR)   (NPM)   (LEV)   (SIZE) 

 Diverning Diverning Diverning Diverning Diverning Diverning 

 BGD -0.005** -0.005* -0.005** -0.005* -0.005** -0.005* 

 (0.002) (0.003) (0.002) (0.003) (0.002) (0.003) 

bgd_mso -0.033**      

 (0.015)      

bgd_inst  -0.064     

  (0.048)     

bgd_for   0.240**    

   (0.109)    

bgd_npm    -0.045****   

    (0.010)   

bgd_lev     -0.114  

     (0.078)  

bgd_size      -0.021*** 

      (0.001) 

Eaq -0.001** -0.001** -0.001** -0.001** -0.001** -0.001** 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

For -0.021 -0.028 -0.021 -0.028 -0.021 -0.028 

 (0.031) (0.042) (0.031) (0.042) (0.031) (0.042) 

Mso 0.007** 0.008** 0.007** 0.008** 0.007** 0.008** 

 (0.003) (0.003) (0.003) (0.003) (0.003) (0.003) 

Inst 0.019 0.028 0.019 0.028 0.019 0.028 

 (0.015) (0.019) (0.015) (0.019) (0.015) (0.019) 

Growth -0.011*** -0.010** -0.011*** -0.010** -0.011*** -0.010** 

 (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) 

Npm 0.010** 0.013*** 0.010** 0.013*** 0.010** 0.013*** 

 (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) 

 Lev -0.042* -0.050* -0.042* -0.050* -0.042* -0.050* 

 (0.023) (0.027) (0.023) (0.027) (0.023) (0.027) 

Size 0.001** 0.001** 0.001** 0.001** 0.001** 0.001** 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

 _cons 0.002 0.000 0.002 0.000 0.002 0.000 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 

 Obs. 2012 2012 2012 2012 2012 2012 

 R-squared  0.138 0.137 0.139 0.138 0.139 0.137 

Hausman Test 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 

 

Standard errors are in parenthesis  

*** p<0.01, ** p<0.05, * p<0.1  

 

4.5 Regression Results of Interaction Models for Dividend to earnings (Dir_Loan) 

Table 4.5 showed the results of the interaction models where the dependent variable of the study is a 

dividend to earnings ratio used as a proxy for expropriation. The explanatory variables include board 

gender diversity and its interaction with managerial ownership (bgd_mso), institutional ownership 

(bgd_inst), foreign ownership (bgd_for), net profit margin (bgd_npm), leverage (bgd_Lev) and size of 

firm (bgd_size) respectively. Moreover, the study also kept the main variables used in the baseline 

model such as managerial ownership, foreign ownership, institutional ownership, and external audit 

quality, and firm-level variables such as leverage, net profit margin, growth, and size. The estimated 

results of the random effect models showed that with board gender diversity the managerial ownership, 

institutional ownership, and size has a negative and significant effect on the dividend to earnings ratio 

(dir-loan). These results are in line with the baseline regression model as reported in table 4.3. The 

interaction of the board gender diversity with the managerial ownership has a negative and significant 

coefficient with the dividend to earnings ratio. However, managerial ownership alone has a significant 

positive effect on the dividend to earnings ratio. Thus, these results suggested that in the presence of 

females in the corporate board mitigate the expropriating behavior of the dominant managers in firms. 



 
Journal of Accounting and Finance in Emerging Economies     Vol. 7, No 1, March 2021  

189  

Thus, diversity in the corporate board could protect the interest of the minority shareholders by reducing 

the probability of corporate expropriations. These results support the main results of the study that is 

gender diversity minimizes corporate expropriations.  

 
4.5 Regression Results of Interaction Models for Dividend to earnings (Dir_Loan) 

   (MSO)   (INST)   (FOR)   (NPM)   (LEV)   (SIZE) 

 Dir_loan Dir_loan Dir_loan Dir_loan Dir_loan Dir_loan 

 BGD -0.007** -0.064** -0.007** -0.007** -0.007** -0.064** 

 (0.003) (0.031) (0.003) (0.003) (0.003) (0.031) 
bgd_mso     -0.007**      
     (0.003)      
bgd_inst  -0.221**     
  (0.010)     
bgd_for   -0.019    
   (0.040)    
bgd_npm    -0.001   
    (0.005)   
bgd_lev     -0.008  
     (0.029)  
bgd_size      -0.001** 
      (0.000) 

Eaq -0.009** -0.007** -0.009** -0.009** -0.009** -0.007** 

 (0.008) (0.003) (0.008) (0.008) (0.008) (0.003) 

For -0.474 -0.627 -0.474 -0.474 -0.474 -0.627 

 (0.295) (0.423) (0.295) (0.295) (0.295) (0.423) 

Mso 0.053*** 0.072** 0.053*** 0.053*** 0.053*** 0.072** 

 (0.015) (0.029) (0.015) (0.015) (0.015) (0.029) 

Inst -0.080*** -0.241** -0.080*** -0.080*** -0.080*** -0.241** 

 (0.023) (0.119) (0.023) (0.023) (0.023) (0.119) 

Growth -0.005 -0.012 -0.005 -0.005 -0.005 -0.012 

 (0.057) (0.057) (0.057) (0.057) (0.057) (0.057) 

Npm 0.090** 0.136** 0.090** 0.090** 0.090** 0.136** 

 (0.037) (0.065) (0.037) (0.037) (0.037) (0.065) 

 Lev 0.316** 0.382** 0.316** 0.316** 0.316** 0.382** 

 (0.126) (0.150) (0.126) (0.126) (0.126) (0.150) 

Size 0.006*** 0.006*** 0.006*** 0.006*** 0.006*** 0.006*** 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 

 _cons -0.045* -0.044* -0.045* -0.045* -0.045* -0.044* 

 (0.023) (0.022) (0.023) (0.023) (0.023) (0.022) 

 Obs. 1242 1242 1242 1242 1242 1242 

 R-squared  0.102 0.102 0.102 0.102 0.102 0.102 

Hausman Test 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 10.12(0.2311) 

Standard errors are in parenthesis  

*** p<0.01, ** p<0.05, * p<0.1  

 
4.6 Regression Results of Interaction Models for Dividend to Sales (Divsal) 

Table 4.6 showed results of the interaction models where the dependent variable of the study is dividend 

to sale ratio used as a proxy for expropriation. The explanatory variables include board gender diversity 

and its interaction with managerial ownership (bgd_mso), institutional ownership (bgd_inst), foreign 

ownership (bgd_for), net profit margin (bgd_npm), leverage (bgd_Lev) and size of firm (bgd_size) 

respectively. Moreover, the study also kept the main variables used in the baseline model such as 

managerial ownership, foreign ownership, institutional ownership, external audit quality and firm level 

variables such as leverage, net profit margin, growth and size.  

 

The estimated results of the random effect models showed that size with board gender diversity has 

negative and significant effect on the dividend to sales ratio. These results are in line with the baseline 

regression model as reported in table 4.3. The interaction of the board gender diversity with size has a 

negative and significant coefficient with the dividend to sales ratio. However, size alone has significant 
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positive effect on the dividend to sales ratio. Thus, these results suggested that in the presences of female 

in the corporate board mitigate the expropriating behavior in firms. These results support the main 

results of the study that is gender diversity minimize the corporate expropriations.  

 

4.6 Regression Results of Interaction Models for Dividend to Sales (Divsal) 
    Standard errors are in parenthesis *** p<0.01, ** p<0.05, * p<0.1  

 
5. Conclusion  

The objective of this research study is to look at the connection of corporate expropriation as the 

dependent variable, where dividend payout and related party loan are used as a proxy for corporate 

expropriation and the board gender diversity as the independent variable while control variables are 

external audit quality, dividend to sale, dividend to earning, directors loan, foreign ownership, 

managerial ownership, institutional ownership, growth, net profit margin, leverage, and size. This 

association has been analyzed on the basis of agency theory that whether the board gender diversity has 

any influence on corporate expropriation. For this purpose, the data is collected from 223 non-financial 

firms in Pakistan for the periods of 2009 to 2019. Fixed vs random effect regression models were used to 

estimate the results of the study. In this study, the descriptive, correlation, and regression are used to find 

the relationship between corporate expropriation and board gender diversity. According to the Hausman  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

test results, random effect models were considered for interpretations. The results show a negative and 

   (MSO)   (INST)   (FOR)   (NPM)   (LEV)   (Size) 

 Divsal Divsal Divsal Divsal Divsal Divsal 

 BGD -0.008** -0.011** -0.005** -0.005* -0.007** -0.064** 

 (0.004) (0.005) (0.002) (0.003) (0.003) (0.031) 

bgd_mso 0.249**      

 (0.117)      

bgd_inst  0.120     

  (0.241)     

bgd_for   1.557**    

   (0.722)    

bgd_npm    0.068   

    (0.155)   

bgd_lev     0.398  

     (0.633)  

bgd_size      -0.008*** 

      (0.002) 

Eaq -0.011*** -0.012*** -0.001** -0.001** -0.009** -0.007** 

 (0.001) (0.001) (0.000) (0.000) (0.008) (0.003) 

For -0.018 -0.026 -0.021 -0.028 -0.474 -0.627 

 (0.062) (0.078) (0.031) (0.042) (0.295) (0.423) 

Mso 0.006**  0.006** 0.007** 0.008** 0.053*** 0.072** 

 (0.003) (0.003) (0.003) (0.003) (0.015) (0.029) 

Inst 0.034 0.033 0.019 0.028 -0.080*** -0.241** 

 (0.037) (0.047) (0.015) (0.019) (0.023) (0.119) 

Growth -0.026* -0.027* -0.011*** -0.010** -0.005 -0.012 

 (0.014) (0.014) (0.004) (0.004) (0.057) (0.057) 

Npm 0.033** 0.037*** 0.010** 0.013*** 0.090** 0.136** 

 (0.013) (0.013) (0.004) (0.004) (0.037) (0.065) 

 Lev -0.062 -0.084 -0.042* -0.050* 0.316** 0.382** 

 (0.067) (0.072) (0.023) (0.027) (0.126) (0.150) 

Size   0.005*** 0.005*** 0.001** 0.001** 0.006*** 0.006*** 

 (0.001) (0.001) (0.000) (0.000) (0.002) (0.002) 

 _cons -0.006 -0.010** 0.002 0.000 -0.045* -0.044* 

 (0.004) (0.005) (0.002) (0.002) (0.023) (0.022) 

 Obs. 2012 2012 2012 2012 1242 1242 

 R-squared  0.137 0.147 0.134 0.137 0.102 0.102 

Hausman Test 12.15(0.2052) 12.15(0.2052) 12.15(0.2052) 12.15(0.2052) 12.15(0.2052) 12.15(0.2052) 
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significant association of board gender diversity with corporate expropriation. Similarly, external audit 

quality and growth have a negative and significant while leverage has a negative and insignificant 

association with corporate expropriation. Other control variables such as dividend to earning, director’s 

loan has also a negative association with corporate expropriation. The results also show that corporate 

expropriation has a positive association with a dividend to sale, foreign ownership, managerial 

ownership, institutional ownership, net profit margin, and size. The results of this study are helpful for 

the shareholders and regulators to know about factors that could increase the board gender diversity. 

Secondly, this study highlighted the role of board diversity in mitigating expropriation to the regulators, 

shareholders, and firm managers.     
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