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A3: Panel Data Modeling Process 

 

Panel data modeling process (Park, 2011)…………… 
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A4: Econometric Tests  
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1.0 Introduction 

Financial reporting refers to standard practices to give stakeholders an accurate 

depiction of a company’s finances, including their revenues, expenses, profits, 

capital, and cash flow, as formal records that provide in-depth insights into 

financial information (Alexander, 1990). Further, the financial reports exist to 

give the existing and potential stakeholders, loan creditors, the employees of the 

company, customers, competitors, the public, and the government an idea of how 

the financial health of the company is and have developed during the last period. 

This information is vital for management to make decisions about the company's 

future and provides information about profitability and financial stability. 

Laws require most businesses to release financial statements to the public, and the 

companies are subject to follow a set of accounting principles (Regnskapsloven 

[Accounting Act], 1998). The accounting principles are a set of rules that 

encompass the details, complexity, and legalities of business and corporate 

accounting. “Executive directors are responsible for the accuracy of the financial 

statements as well as for any mistakes or fraud in financial statements” (Modaresi 

& Nazaripour, 2013, p. 100). Hence, one of the duties of executive directors is to 

manage and control the performance of the personnel.  

Mackey (2008) shows that the CEO has a significant impact on the actual 

performance of the company. In terms of this, recent studies in the field have 

shifted focus from outstanding factors to factors inside the firm. According to 

Zhang (2019) accounting literature often looks at managers as individuals that 

make financial reporting decisions based on their characteristics and economic 

incentives. A key question in leadership research is, therefore, whether the CEO 

matters. CEOs are appointed with the expectation that they will make sensible 

management decisions to maximize shareholder value (Armstrong et al., 2010). 

The information in financial statements allows outsiders to measure how efficient 

the CEO is in fulfilling such an expectation. CEOs also take an interest in 

accounting numbers and profits in particular, because their compensation 

incentives are closely tied to reported earnings. 

Wasserman et al., (2010) argues that CEOs are so constrained by their 

environment, that they have little ability to affect companies' performance. They 

further state that a company's culture, the structure of its industry, and its fixed 
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assets are all constraining factors that reduce the CEOs’ ability to take actions that 

will have an impact on the company. On the other hand, even though the 

companies follow accounting principles, previous studies have shown that there 

are ways to manipulate or affect financial reporting. Hermalin & Weisbach (2001) 

stated that CEOs put pressure on the financial directors into manipulating the 

income of the company. This, to be able to present a better performance-based 

image to the company's board of directors, when and if the CEO feels that it is 

necessary. (Healy (1985) also argues that managers who have incentives like 

bonus awards, are inclined to select accounting procedures and accruals to 

maximize the company's value, and by this maximizing the value of the said 

managers’ bonus.    

Motivated by personality characteristics, earnings management, and earnings 

quality, this thesis aims to investigate different aspects of personality 

characteristics of executive management and their impacts on financial reporting 

quality. 

The first part of this preliminary thesis consists of a literature review. The 

objective of the literature review is to show the development of literature, as well 

as identifying the knowledge gaps in this research area. Further, we are going to 

present the research question and the developed hypotheses. Moreover, we will 

present our research methodology including the research strategy and the data 

collection, and at the end, our plan for the thesis progression.  
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2.0 Literature Review 

This section shows a comprehensive literature review on our selected topic, 

showing the previous literature and research which is done in this field. The 

literature review starts with financial reporting theories, thereby financial 

reporting in SMEs, followed by financial reporting quality, moving on to firm 

characteristics on financial reporting quality, and lastly managerial characteristics 

on financial reporting quality.  

 

2.1 Financial Reporting Theory 

Financial decisions and reporting are some important aspects for a company and 

the management. Financial accounting theory focuses on the reasons why 

transactions are reported in certain ways (Alexander, 1990). The high quality of a 

company's financial reporting will help not only the managers but also external 

investors and other capital providers to easier make the right and fast economic 

decisions (Gjerde et al., 2011). Given the importance of quality in a company's 

financial reporting, some theoretical frameworks have emerged.  

2.1.1 Agency Theory 

Eisenhardt (1989) stated that Agency theory is an important contribution to the 

organization theory. The theory discusses the problems that surface in the firms 

due to the separation of owners and managers and emphasizes the reduction of 

this problem. Further, this theory helps in implementing the various governance 

mechanisms to control the agent actions in the jointly held corporations. The 

agency theory or the agency problem can exist in firms with a dominant 

shareholder, like many SMEs are (Hillier et al., 2013). Many modern companies 

today are having dispersed ownership, which leads to the separation of ownership 

from control, and raises a major issue whether these managers are performing for 

the owners or themselves. In these types of companies, it is possible that decisions 

that are being made, are taken by one individual at the expense of smaller 

shareholders. Hence, the managers are acting on behalf of the dominant 

shareholder, at the expense of the smaller ones. (Boučková, 2015) states that the 

theory is one of the most important theories in managerial accounting, and Panda 

& Leepsa (2017) have found that ownership structure, executive ownership, and 

board structure also can reduce the agency problem. Irwandi & Pamungkas (2020) 
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claims that almost perfect financial reporting will reduce asymmetry in the 

information between the principal and agent, or the owner/shareholder and the 

manager, and this will again lead to a reduced agency problem.   

2.1.2 Information Asymmetry Theory 

To be able to use the information to make decisions, the stakeholders of a 

company are dependent on the information that is reliable and relevant. A 

fundamental role of accounting information is to serve as a basis for capital 

allocation. Hence, an important attribute of the quality of accounting information 

is the extent to which earnings map into cash flows. Poor controlling of accruals 

into cash flows reduces the information in the reported earnings and results in 

lower-quality earnings. If investors differ in their ability to process this 

information, then poor earnings quality can exacerbate the information asymmetry 

in the market (Diamond & Verrecchia, 1991; Kim & Verrecchia, 1994). Bartov & 

Bodnar (1996) suggests that managers that wish to maximize the firm's values 

have higher incentives to reduce the existence of information asymmetry in their 

organization. The way to do this is to utilize correct and direct accounting 

techniques. Further, Miglo (2010) states that “Information asymmetry exists in 

almost every facet of corporate finance and they significantly complicate the 

managers’ ability to maximize firm values” (p.8). An important part of accounting 

is the transmission of financial information to the stakeholders that need it. The 

financial reports are the basis of this. Without the financial reports, there is little to 

no way that SMEs can be able to display their economic positions to their 

creditors, customers, and other stakeholders.  

2.1.3 Earnings Management Theory 

There are many motivations for firms to act on earnings management and given 

the inefficient market that we live in today, it can be assumed that the 

management will try to take advantage of the information asymmetry that exists. 

The concept of earnings management is thoroughly studied, and several 

definitions have different focuses. Schipper (1989) first defined earnings 

management as “a purposeful intervention in the external financial reporting 

process, with the intent of obtaining some private gain” (p. 92). Healy & Wahlen 

(1999) said that “Earnings management occurs when managers use judgment in 

financial reporting and in structuring transactions to alter financial reports to 
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either mislead some stakeholders about the underlying performance of the 

company or to influence contractual outcomes that depend on reported accounting 

numbers” (p. 368). (Beneish, 2001) on the other hand, looked at earnings 

management more like a calculated timing of real decisions. Even though some of 

the definitions make it seem like something illegal, or something that has a 

resemblance to fraud, there is a difference (Beneish, 2001; Diri, 2017; Ronen & 

Yaari, 2008). Hence, earnings management is always within the accounting 

regulations, if not the phenomenon cannot be characterized as earnings 

management. Ronen & Yaari (2008) focus on the fact that it is a deliberate 

misrepresentation, some on misrepresentation within the lines of the regulations, 

and lastly, some focus on earnings management being a way of transparency in 

the financial reports. Diri (2017) explains three of the motivations for conducting 

earnings management. Firstly, private benefits for the management, secondly, 

misleading the stakeholders, and lastly, for the stakeholders’ benefit. 

 

2.2 Financial Reporting in SME Companies 

Small and medium-sized enterprises (SMEs) are enterprises that have lower 

numbers when it comes to revenues, assets, or employees than a certain threshold 

(Hillary, 2017). Small and medium-sized businesses are defined differently in 

various countries, and Lopez-Gracia & Aybar-Arias (2000) defines small and 

medium-sized businesses as companies with yearly sales of 16 million dollars or 

less. Loecher (2000) states that SMEs are the efficient motor of the economy, and 

since they have such an important position in the world's economy, the accounting 

information provided by them must have the same role. This is also backed up by 

Sava et al. (2013), which claims that the accounting information provided by 

SMEs should be as important as their position in the economy. Hence, though 

small in size, small and medium-sized businesses play an important role in the 

economy, and the SME companies have become one of the fastest-growing 

sections of the business community.  

2.2.1 Small and Medium-Sized Business in Norway 

In Norway, it is common to define small and medium-sized companies as 

companies with less than 100 employees (NHO, n.d.). Companies with 1-20 

employees are defined as small, companies with 21-100 employees as medium-
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sized, and companies with over 100 employees as large. Small and medium-sized 

businesses make up more than 99% of all companies in Norway, and 47% of the 

employees in the private sector. Together, they account for almost half of the 

annual value creation in the country, close to NOK 700 billion. 

2.2.2 Financial Reporting in Norway 

The Norwegian Ministry of Finance is today responsible for the financial 

reporting regulations in Norway (Finansdepartementet, 2020). They are 

responsible for the laws and regulations that decide how and what all companies 

in Norway should report on their economic status. The accounting act covers 

regulations on basic accounting principles and good accounting practice. Further, 

the act covers regulations on the preparation of the annual financial reports. All 

SMEs in Norway that prepare financial reports are obligated to follow “GSR” 

which means good accounting practice (EY, n.d.). In 2005 companies in Norway 

started to follow the international financial reporting standards (IFRS). However, 

these reporting standards are only obligatory for listed companies (EY, n.d.). 

 

2.3 Financial Reporting Quality 

The main objective of financial reporting is to provide information that is useful 

to existing and potential investors, creditors, and others in making investments, 

and similar resource allocation decisions (Christian & Lüdenbach, 2013). 

Therefore, it is an important aspect for firms to produce high-quality financial 

reporting.  

2.3.1 Characteristics of Financial Reporting 

A key issue that impacts directly the nature of research in financial reporting 

quality is the measurement of the quality of financial reports. A useful 

categorization of measurement tools is provided by van Beest et al. (2009) who 

identify four broad and not restrictive categories: accrual models, value relevance 

models, specific elements of financial reports, and methods that operationalize the 

qualitative characteristics. The accrual and value relevance model focus on 

earnings quality measurement. Accrual models are used to measure the extent of 

earnings management under current rules and legislation. These models assume 

that managers use discretionary accruals, which are accruals over which the 
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manager can exert some control, to manage earnings (Dechow et al., 1995; Healy 

& Wahlen, 1999). Earnings management is, therefore, assumed to negatively 

influence the quality of financial reporting by reducing its decision usefulness 

(Brown, 1999; van Tendeloo & Vanstraelen, 2005). 

2.3.2 Financial Statement Manipulation 

Financial statement manipulation is the practice of altering a company's financial 

records to present a false or inaccurate picture of its financial condition. 

Accounting tricks are often used to make a company's financial statements reflect 

what the company wants its performance to look like rather than its actual 

performance (Stolowy & Breton, 2001). Vander Bauwhede et al. (2015) found 

that there is an important economic benefit of rightful and high-quality financial 

reporting of SMEs, as this will reduce information asymmetry between the 

companies and their creditors. 

A well-known phenomenon for financial statement manipulation is a systematic 

understatement of results, also known as “big bath”, which is a kind of 

manipulative accounting (Stolowy & Breton, 2001). One of the first authors to 

talk about the phenomenon was Moore (1973). An explanation of the 

phenomenon is a company, or a CEO is manipulating the income in a poor year 

by degrading the income further, and thereby reporting even more loss than it 

actually is, is “taking a bath”. Hence, the upcoming period or year will look better, 

and this makes future results look attractive. The top-level executives of a firm 

can contribute to this. If they feel that the target cannot be achieved in a current 

year, they can shift the little profit which they are expecting to earn in several 

ways, like making write-offs, prepaying expenses, or writing receivables. Thus, in 

the next year, they show an inflated number of the profit stating that they have 

done exceptionally well and achieve a bonus to a greater magnitude. 

 

2.4 Firm Characteristics and Financial Reporting 

The focus on the quality of the information in the annual financial reports of a 

company has increased during the last decades. Hence, the relationship between 

the quality of the information in the reports and the characteristics of the 

companies has been thoroughly studied (Aljifri et al., 2014).  
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2.4.1 Measure on Financial Reporting Quality 

The financial reporting quality can be measured from accruals models which 

examine the level of earnings management as a proxy for earnings quality. In 

terms of this, earnings quality has two major components, cash flow and 

accounting elements (Belot & Serve, 2015). According to previous literature on 

financial reporting, companies can smooth earnings or manage earnings as a tool 

to avoid reporting a loss (Shuli, 2011). The main advantage of using accruals 

models to measure earnings management is that it can be calculated based on the 

information in the annual report, which is the reason that we will focus on this 

aspect to measure financial reporting quality. 

Accruals 

From the accounting elements, we can calculate accruals that distinguish a firm's 

operating cash flow from its reported earnings. Accruals quality is an earnings 

quality metric and indicates the extent to which accruals, which is the part of 

earnings that is not cash but stems from accrual accounting (Vander Bauwhede et 

al., 2015). By including accruals in the calculation of earnings, there is an implicit 

notion that a dollar of accruals will convert into a dollar of cash flows (Bloomfield 

et al., 2015). However, in the context of working capital accruals, this can vary, 

and a dollar of accruals can be worth more in some firms than in others. This may 

occur due to the firm’s accounting policies, the composition of accruals, 

estimation errors, or manipulation. If a firm systematically overestimates or 

underestimates the allowance for doubtful accounts, then a dollar of accounts 

receivable will convert into more or less than a dollar of future cash flows. Hence, 

when the expected cash value of a dollar of accruals varies across firms, the 

addition of accruals and cash flows reduces the comparability of earnings. Total 

accruals equal the difference between net income and cash flow from operations. 

Total accruals may not stem from voluntary earnings manipulations, hence instead 

we can use discretionary accruals that can be calculated by the Jones model to be 

able to calculate the accruals.  

Cash Conversion Rate 

From the cash flow, it is possible to calculate a cash conversion rate, which one 

could consider to be an alternative measure of accrual quality (Bloomfield et al., 

2015). (Dechow et al., 1995) typically assume that the average conversion rate of 
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a dollar of accruals to cash is one. However, there are many reasons why there 

could be variation in the average conversion rate. The different scenarios could be 

financial reporting choices, inventory, and accounting estimation 

errors (Bloomfield et al., 2015). 

2.4.2 Control Variables  

Following Ashbaugh-Skaife et al. (2008) and Hope et al. (2013), it is possible to 

define several control variables to find the effect on the dependent variable. Belot 

& Serve (2015) defines some control variables used to study if females engage 

less in earnings management than men. They claim that rapidly growing firms are 

likely to report noisier accruals because they invest to anticipate future sales. 

Differences in firms’ asset structures can be measured as the proportion of 

tangible and intangible assets and are also likely to induce differences in accruals 

adjustments. The volatility of the firm’s operating revenues can also be taken into 

account because it can cause estimation errors in accruals. Hence, it is possible to 

use some proxies for size, sales growth, asset structure, and the volatility of 

operations which gives a proxy on the logarithm of total assets. Growth can be 

measured by the average value of one-year sales growth computed over a 

selected-year period, and PPE is the ratio of property, plants, and equipment to 

total assets. ROA can be measured as the standard deviation of return on assets 

computed over a selected-year period. It is also beneficial to include several 

variables to capture firms’ default risk and financial distress situations because 

prior research suggests that firms facing financial difficulties report larger 

discretionary accruals. The leverage can be computed as the ratio of financial 

debts to total assets, and losses can be calculated as the cumulative percentage of a 

selected year-period in which a firm reports loss.  

 

2.5 Managerial Characteristics and Financial Reporting 

The relation of CEO characteristics and financial reporting is expected because 

financial statements are prepared and published by the interaction of the external 

auditors and managers. The upper management is not only going to certify its 

company’s financial reports but also to take responsibility for any wrongful or 

misleading statements within them. Skała, (2008) indicates that CEO gender can 

play an important role when it comes to overconfidence in corporate policy 
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decisions such as financing, dividends, and corporate governance. Modaresi & 

Nazaripour (2013) claims that every company needs to consider the personality 

characteristics of their executive directors to be able to maximize the stakeholders 

of the company's wealth.   

2.5.1 CEO Gender on Financial Reporting 

A related but much more visible characteristic of CEOs' effect to influence 

managerial reporting behavior is CEO gender. Ethical differences between the 

genders have been widely examined in the business ethics literature. The stream 

of the literature suggests that the genders have distinctly different values and 

interests and vary in their inclination to engage in unethical business behavior 

(Betz et al., 1989; Croson & Gneezy, 2009; Zalata et al., 2019). 

Some findings suggest that female executive directors will indicate a company 

with higher accounting quality (Barua et al., 2010), more conservative financial 

reporting (Ho et al., 2015), and a lower amount of fraudulent misrepresentation of 

the financial reports (Sun et al., 2019). Further Croson & Gneezy (2009) found 

that female directors often are more risk-averse and ethical than their male 

counterparts. Therefore, they are less likely to engage in things like aggressive 

earnings management. Based on this, CEO gender provides an interesting basis 

for examining if there are any differences in the financial reporting quality 

between genders. 

2.5.2 CEO Age on Financial Reporting 

Huang et al. (2012) and Khuong & Vy (2017) have contributed to the literature of 

CEO age having an impact on the quality and timeliness of financial reporting. 

Older CEOs are more likely to be conservative when recognizing gains, and it has 

also been shown that they are less likely to take part in earnings management 

(Huang et al., 2012). Further, older CEOs are more ethical and less likely to have 

financial restatements. Khuong & Vy (2017) found that all this results in auditors 

spending less time when conducting the audit process, and by that, the timeliness 

of the financial statements increased with older CEOs.  

2.5.3 CEO Turnover on Financial Reporting 

Gilson (1999) found that “reductions in managers’ wealth and utility due to 

financial distress are proxied by the turnover of senior managers” (p.314). Further, 
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Desai et al., (2006) found that 60 percent of firms that had restated their financial 

reports experienced a turnover of one or more top managers within 24 months of 

the restatement. Habib & Hossain (2013) discuss these results further and claims 

that if the efficient labor market for managers makes it difficult for managers to 

find comparable employment, then this would discourage them from engaging in 

the manipulation of the financial reports. This can imply that the CEO turnover 

ratio in a company can say something about the quality of the company's financial 

reports.  

 

3.0 Research Question and Hypotheses 

This section contains a description of our research question and developed 

hypotheses. The section will cover what we want to examine, and how we break 

this up into hypotheses to determine its validity.  

 

3.1 Research Question 

From the reviewed literature, our thesis aims to explain if some CEO 

characteristics can affect the companies reporting quality, by controlling for some 

characteristics like gender, age, and turnover. It aims to investigate if these 

characteristics contribute to earnings management and affect the earnings quality 

which again affects the reporting quality. Our research question is, therefore: How 

do CEOs’ characteristics affect the reporting quality of Norwegian SMEs.  

 

3.2 Possible Hypothesis 

From previous literature by Brown (1999); van Tendeloo & Vanstraelen (2005) 

we know that earnings management is assumed to negatively influence the quality 

of financial reporting. We also know that earnings can be measured into two 

major components, cash flow and accounting elements (Belot & Serve, 2015). 

Hence, accruals are a measure of accounting elements and the cash conversion 

rate is a measure related to the cash flow. In addition to this, when using 

regression models, it is possible to examine the effect of company characteristics 

on the extent of earnings management (Dechow et al., 1995; Healy & Wahlen, 

1999). Grounded in this information, and the findings from the literature review, 

09915940991579GRA 19703



 

 
88 

we propose two following possible hypotheses to look at some CEO 

characteristics on financial reporting quality: 

Hypothesis one 

Based on the findings from Na & Hong (2017), which found that male CEOs are 

likely to use aggressive discretionary accruals and real activities operations in 

order to report small positive earnings or small earnings increases, whereas female 

CEOs are not likely to engage in aggressive earnings management, we define our 

first hypothesis as: 

H1: Firms with female CEOs use less aggressive discretionary accruals than 

firms with male CEOs 

 

Hypothesis two 

Based on that Bloomfield et al. (2015) explored the association under the intuition 

that a low conversion rate is indicative of poor financial reporting which can 

include earnings management, we define our second hypothesis as: 

H2: Firms with female CEOs will have a higher cash conversion rate than firms 

with male CEOs 

We assume that these parameters will reflect the financial reporting quality but 

may alter it to some degree if that is necessary for the purpose of this study.  

 

3.3 Our Contribution 

Our thesis will contribute to the existing literature in multiple ways. The area of 

financial reporting is highly researched, trying to find various facts surrounding 

the quality of it. A major part of the earliest research is focusing on external 

factors like accounting standards, convergence, economic crisis, and growth in 

disclosure requirements (Herath & Albarqi, 2017). However, more recent research 

has shifted the focus over to internal factors, because now more companies follow 

the same accounting standards. Some studies have, therefore, tried to find out if 

some managerial characteristics can affect financial reporting quality. In terms of 

this, our study aims to investigate the managerial characteristics of financial 

reporting, which is highly relevant in the field of accounting and business control. 
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Next, the research for this topic on Norwegian companies is very limited. Most of 

the available research on the quality of financial reporting is based on studies of 

listed companies based in Asia or the U.S. The available data for SMEs is more 

limited since the smaller companies does not have the same reporting 

requirements as a listed firm. We, therefore, believe that it is more relevant and 

interesting to look at the SME market in Norway, as there is usually a greater 

difference in the reporting quality. 

Lastly, our thesis will enlighten the effect of gender, age, and turnover on earnings 

management, hence on earnings quality for Norwegian SMEs. Norway is seen as 

one of the most gender-equal countries in the world and has high requirements for 

a CEO. Previous studies have concluded that female CEOs tend to report firm 

performance more conservatively, which implies that they are more cautious in 

recognizing gains compared to losses than male CEOs (Francis et al., 2009). We, 

therefore, want to examine if this is the same case for Norwegian companies. 

 

4.0 Research Methodology 

This section contains a description of the chosen research methodology for our 

thesis. The section will cover our topics research strategy and the chosen data 

collection method. 

 

4.1 Research Strategy 

In the research strategy, one can either use quantitative data or qualitative data. 

Quantitative data are expressed in numbers, and the research strategy consists of 

collecting and analyzing the numerical data. The qualitative research method 

consists of collecting and analyzing data that are expressed in words, non-

numerical data.  

The objective of this thesis is to provide evidence that some CEO characteristics 

can affect financial reporting quality. In terms of this, we will rely on collecting 

numerical data in order to use statistical regression models to investigate the 

validity of our chosen hypotheses. Our research methodology will, therefore, 

consist of a quantitative approach.  
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4.2 Omitted Variable Bias 

When studying some characteristics like gender, age, and turnover this can often 

lead to endogeneity, which then can cause an omitted variable bias because the 

error-term is correlated with at least one of the exploratory variables (Singer & 

Caves, 2017). This problem can often lead to biased and inconsistent parameter 

estimates because of omitted variables, measurement errors, selection bias, or 

simultaneity. Endogeneity and omitted variable bias is not something we want, 

however, this could potentially occur in our study if we self-select or omit some 

variables that might impact the CEOs. There are two main methods for mitigating 

the omitted variable problem. The first method is to make an instrumental variable 

or a dummy-variable regression. However, the instrument variable has to satisfy 

both the relevance and exogeneity assumption, and that could bring some 

difficulties. The second method is to use panel data regression with either fixed 

effects or random effects. Due to the difficulties with an instrument variable, we 

think that the most appropriate method is by using panel data.     

 

4.3 Data Collection 

We want to study if different characteristics of a CEO can affect the quality of the 

financial reporting of a company. We are therefore in need of both cross-sectional 

data and time-series data. Cross-sectional data is defined by Levin (2006) as data 

collected at one period in time or over a short period. The studies of cross-

sectional data can be seen as “snapshots” of what you are trying to study. To look 

at the effect over time we also need time-series data, which is defined by Velicer 

& Fava (2003) as single units or individuals that are repeatedly observed over 

time. As opposed to cross-sectional data, time-series data and studies can be seen 

as longitudinal (Velicer & Fava, 2003).  

The data will be gathered from the CCGR database, and will, therefore, be 

secondary data. Hence, as stated above it will be appropriate for this study to use a 

panel data regression model. Arellano (2003) defines panel data as economic data 

with both time series and cross-sectional data and explained panel data as “any 

data set with repeated observations over time for the same individuals” (p.1). We 

are going to limit the data to some chosen years and expect to do some data 
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cleaning before using the dataset.  

 

4.4 Model Estimation 

The objective of this study is, as we have stated above, the different 

characteristics of a CEO that can affect the quality of the financial reporting of a 

company. We will base our model on Schoar & Bertrand (2003) model for panel 

data and adjust the model to fit our study. We purpose to estimate the following 

regression model: 

𝑌𝑖𝑡 =  𝛼𝑡 + 𝛾𝑖 + 𝛽1𝐹𝐸𝑀𝐴𝐿𝐸𝑖𝑡 + 𝛽2𝑋𝑖𝑡 + 𝜀𝑖𝑡 

In this model, i represents the firm index, and t represents time. Further, 𝑌𝑖𝑡 

represents the dependent variable, which is one of the measures of financial 

reporting quality. As stated above, earnings management can give a proxy on 

financial reporting quality. Hence, ways to measure earnings quality is by using 

(1) accruals or (2) cash conversion rate. Moreover, 𝛼𝑡 are time fixed effects and 

𝛾𝑖  are the firm fixed effects. The variable 𝛽1𝐹𝐸𝑀𝐴𝐿𝐸𝑖𝑡 is the main CEO 

characteristic and the managerial trait of interest in this study. FEMALE will be a 

dummy taking the value of 1 if the CEO is a female, and 0 otherwise. The 𝛽2𝑋𝑖𝑡 

represents the vector of firm control variables. These could be leverage, PPE, 

growth, loss percent, ROA, and the logarithm of total assets. Lastly, 𝜀𝑖𝑡 is the error 

term. 

This is a proposed model estimation, hence, we may alter this model to some 

degree, to achieve a better-suited model for our study purpose. We are also going 

to run several statistical regression models to investigate the validity of our 

hypotheses. 

 

5.0 Plan for Progression 

The table under shows our plan for thesis progression. In between these activities, 

we will also schedule a meeting with our supervisor. We are trying to have three 

scheduled meetings with the supervisor. The first meeting will be scheduled after 

the first activity, mostly to be prepared for the data collection and processing part. 
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The second meeting will be scheduled after the data analysis, and the third 

meeting will be scheduled after the first draft is finished.  

 

Table 1: Plan for Thesis Progression 

Activity Description Deadline 

  

Establish the 

theoretical framework 
We will define the relevant theoretical 

framework based on our literature review 
January 2021 

Collect data Find and collect the data from CCGR January - 

February 2021 

Data processing Process the data from CCGR January - 
February 2021 

Data analyzing Begin with the descriptive statistics and 

run the regression 
February - April 

2021 

The first draft finished Finishing the first draft April - May 

2021 

Review and 

proofreading 
Finalizing and making any changes 

proposed by the supervisor. Proofreading  
May - June 2021 

Hand in the final 

version 
Trying to deliver it during June month. 

The final hand-in date is 1st of July  
1. July 2021 
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