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ABSTRACT 

This paper empirically examines how engagement in Environmental, Social, and Governance (ESG) influences 
accounting conservatism and explains how gender diversity moderates this association. This study uses a 
panel multiple regression model with the Generalized Method of Moments (GMM) to deal with potential 
endogeneity problems based on a panel data set of publicly listed, non-financial companies in six European 
countries. The accounting conservativeness is assessed using firm-level financial characteristics, whereas ESG 
scores and gender diversity indicators are obtained from Refinitiv DataStream. The findings show a twofold 
impact of the ESG engagement on accounting conservatism. ESG engagement in the current period has a 
positive correlation with accounting conservatism, as firms are afraid of active ESG transitions and report 
financial results cautiously. Nevertheless, the relationship between ESG engagement and the past period is 
negative, implying that the practices of long-term ESG decrease the dependency on conservative reporting 
through transparency and decreasing information asymmetry. In addition, the result shows that board gender 
diversity moderates the relationship between ESG engagement and accounting conservatism. Although 
increasing the percentage of women in the governing body will enhance the quality of governance and bring 
about conservative financial reporting, in the short-term, diversification of boards can lead to decision-making 
difficulties undermining the strength of ESG on conservatism in the immediate. The findings are in line with 
the notion that ESG engagement is a transparency tool as well as a governance tool, and gender diversity 
enhances monitoring and credibility in financial reporting practices. Regulators should promote the use of ESG 
and gender diversity policies to increase transparency and trust among stakeholders. The investors and firms 
are urged to inculcate ESG practices and board composition in the governance strategy. 
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1. INTRODUCTION 

Accounting conservatism is an accounting 
principle, according to which potential losses are 
stated prior to any recognition of full gains. Earlier 
studies have had the capacity to conclude that 
Conditional conservatism is a powerful method to 
limit the management of accruals-based earnings 
management and also increase the integrity of 
financial reporting by curbing the opportunistic 
methods of management (García Lara et al., 2020; 
Mukherjee et al., 2025). Better governance is 
promoted by conservative behavior since it suggests 
a more conservative attitude on gains, which is a 
good governance mechanism that lessens managerial 
opportunism, ethical financial reporting, and 
harmonization of stakeholder interests (Basu, 1997). 
In this regard, the concept of accounting 
conservatism is regarded as a protective measure 
against both investors and the agency risk, increasing 
the value of a corporation and affecting the decision-
making process (El-Habashy, 2019). 

Previous research on accounting conservatism has 
mainly focused on its relationship with corporate 
performance, corporate governance systems, and 
risk1. Also, in recent years, a growing concern has 
been whether environmental, social, and governance 
(ESG) engagement and female leadership team 
inclusion have an impact on conservative financial 
statements. ESG engagement refers to how a firm 
carries out sustainable practices, its ethical activities, 
and accountability to its stakeholders (Wahyuni et 
al., 2024). The strong ESG policy enables the 
companies to be in a position to solve the 
uncertainties in the long term, reduce financial risks, 
and restore stronger relationships with the 
stakeholders, which consequently results in more 
conservative financial reporting. 

In the same way, gender diversity in leadership, 
especially on boards of directors, has been 
demonstrated to result in the increased number of 
ethical decisions, less earnings manipulation, and 
enhanced financial reporting supervision (Francis et 
al., 2015). This means that boards of gender diversity 
enhance accountability and facilitate ethical decision-
making and, therefore, enhance the quality of 
financial reporting. Specifically, the relationship 
between the leadership of women and risk 

                                            
1 The study conducted by Beaver and Ryan (2005) classifies 
accounting conservatism into conditional and unconditional 
conservatism.  In conditional conservatism, a firm responds to 
economic fluctuation by significantly recognizing the negative 
financial events. Maiyo et al. (2024) identify conditional 
conservatism as a situation that occurs when firms adjust their 
financial reporting, while unconditional conservatism refers to an 

management shows that gender diversity is a 
possible moderator of the association between 
gender diversity, on the one hand, and ESG 
engagement and accounting conservatism, on the 
other hand. In addition, new regulatory measures in 
Europe indicate the significance of the integration of 
ESG and gender diversity into financial reporting, 
such as Corporate Sustainability Reporting Directive 
(CSRD) and the Sustainable Finance Disclosure 
Regulation (SFDR), requiring ESG transparency, and 
the European Union Directive on Gender Balance in 
Corporate boards, requiring a greater gender 
diversity, which shows its positive influence 
regarding the ethical finance practices. These 
regulatory developments point to the increased 
significance of ESG involvement and gender 
diversity to both corporate governance and financial 
reporting.2 

Despite the increasing focus on ESG and gender 
diversity, there is limited empirical evidence on the 
effect of these two variables on accounting 
conservatism in European-listed companies. 
Muhammad et al. (2024) investigated the relationship 
between gender diversity in the board and 
accounting conservatism of European companies 
and showed the mediating role of corporate social 
responsibility (CSR). Their study findings reveal that 
the increased female representation on boards results 
in less conservative actions of financial reporting due 
to increased activities of CSR. Therefore, our study 
addresses a gap by discussing how ESG engagement 
and gender diversity influence conservative financial 
reporting practices. Through the analysis of the firms 
in Europe, this paper will discuss how sustainability 
commitments, inclusive leadership, and accounting 
policies relate to each other. The findings will have a 
value to investors, policymakers, and corporate 
decision makers in enhancing ethical and 
conservative financial reporting. Specifically, the 
study will attempt to answer the following questions: 
(i) Does ESG activity encourage more conservative 
financial reporting? (ii) Does gender difference in 
leadership moderate the association between ESG 
engagement and accounting conservatism? These 
countries share similar features in major indicators of 
economic performance, including the size of the GDP 
and the relevance of the financial market, yet present 
a decisive point of analysis because of the various 

over-time undervaluation of net assets. Such conservatism affects 
the way that firms make their financial decision and practice in 
financial reporting. 
2 https://finance.ec.europa.eu/capital-markets-union-and-
financial-markets/company-reporting-and-auditing/company-
reporting/corporate-sustainability-reporting_en 

https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
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institutional structures (Bonacchi et al., 2019). 
According to the previous literature, Handoyo 

and Anas (2024) and Yu et al. (2024) make the 
argument that firms are committed to socially 
responsible actions because, according to them, ESG 
engagement provides firms with prudent accounting 
policies. In this regard, it is apparent that 
corporations that adhere to ESG principles are 
interested in minimizing information asymmetry 
and enhancing transparency. Moreover, as well as 
gender diversity increases the interplay between 
accounting conservativeness and ESG engagement in 
the corporate board, it can be a source of complexity 
in the short-term perspective of the company. 
Nonetheless, the obstacles can be overcome, as time 
goes by, with the inclusion of different leadership on 
the board, and the decision-making process becomes 
viable. Moreover, gender diversity on company 
boards strengthens the connection between 
accounting conservatism and ESG engagement, 
although it can create some complications for the 
company in the short run. Nonetheless, these 
problems can be reduced in the long run as the board 
incorporates various types of leadership, and thus 
the process of making decisions becomes efficient. 

Based on these findings, this paper analyses the 
role of ESG engagement in accounting conservatism 
and how gender diversity moderates this role 
between European listed companies studied from 
2008 to 2022, using the estimation of Random Effects 
and dynamic panel GMM. The key findings show 
that the level of ESG engagement tends to decrease 
conservatism in financial reporting as it expresses 
more transparency and less information asymmetry 
of socially responsible firms. Nevertheless, the 
engagement with gender diversity reveals that 
diverse boards are corrective and soften the 
deterioration of conservative reporting and 
strengthen governance quality. These results 
highlight the time-lagged impact of ESG efforts in 
which the long-term participation minimizes the 
necessity of conservatism, and the present ESG 
commitments can still require prudent reporting. 
Collectively, the findings indicate the 
complementary effect between ESG strategies and 
board diversity in the formation of reporting 
practices which prove the various governance and 
sustainability theories. 

This paper contributes to the literature in several 
ways: First, it expands the previous research by 
placing ESG engagement in an analytical framework, 
with the effect of it on accounting conservatism in the 
European setting. The earlier studies mostly focused 
on studying the relationship between ESG and firm 

performance and did not consider what it entails 
with regard to firm reporting. Switching the focus to 
conservative accounting practices, the study helps to 
understand the way in which ESG informs the 
financial reporting, by affecting the corporate 
reputation and the trust towards the stakeholders. 
Based on stakeholder theory, the results indicate that 
ESG-based accounting practices reinforce ethical 
behavior, increase transparency, and reduce 
reputational risk (Eccles et al., 2014). This view is also 
compliant with agency theory, in which 
conservatism serves as a methodology to decrease 
agency disputes by closing the communication 
distance between the managers and the shareholders, 
and enhancing the stakeholders’ confidence (Liu, 
2024). Second, the paper is a continuation of earlier 
research in that it brings a moderation factor, gender 
diversity to the ESG-ESG-conservatism nexus. 
Contrary to existing studies on the subject, which 
consider board diversity or ESG performance 
independently, this study has shown that board 
diversity in the form of women representation not 
only improves the governance performance but also 
enhances sustainable and ethical decision-making. It 
is based on resource dependence, the critical mass, 
and the risk aversion theories and underscores the 
potential of attaining meaningful female 
participation in board operations, effective 
governance, and credibility of financial disclosures. 
Lastly, the research incorporates firm as well as 
country level of controls in the model, which adds 
strength to the research findings and elucidates the 
role of contextual influences on conservatism in 
reporting. The research offers policymakers, 
investors, and researchers practical 
recommendations by integrating ESG activity, board 
diversity, and institutional settings in a single model 
to ensure that sustainable governance compliance is 
consistent with the high-quality financial reporting 
in European companies. 

The rest of the paper is organized as follows: 
Section 2 entails a literature review and formulation 
of testable hypotheses. Section 3 summarizes the 
research design and methodology used in the 
research. Section 4 presents empirical findings, and 
Section 5 gives a conclusion and discussion of the 
major findings, limitations, and recommendations of 
future studies. 
1. Literature Review and Hypotheses Development 

Over recent years, ESG engagement, along with 
increasing popularity among businesses and 
practitioners, has experienced a surge of interest, and 
its impact on financial reporting has increased 
exponentially. According to Amel-Zadeh and 
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Serafeim (2017), ESG practices are a strategic 
instrument that influences the quality of financial 
reporting and stakeholder confidence3. When the 
ESG practices are aligned with the principles of 
accounting conservatism, they demonstrate the 
determination of the firm to be accountable, ethical in 
reporting, and trustworthy by the stakeholders in the 
long term (Ren, 2025). Through responsible risk 
management and transparent governance, ESG-
engaged firms have a higher likelihood of identifying 
losses before gains, minimizing information 
asymmetry and increasing the level of credibility in 
financial reports. In the European context, the 
association between ESG engagement and 
accounting conservatism remains underexplored. 
Several prior studies (Khlifi et al., 2024; Ferdous et al., 
2024; Muhammad et al., 2024; Chen et al., 2023) have 
concluded that ESG performance and gender 
diversity are positively associated with accounting 
information, which is more reliable and also reduces 
the need for aggressive financial reporting practices.  

1.1. ESG and Accounting Conservatism 

The concept of accounting conservatism is a 
financial reporting principle that seeks to record 
losses earlier than gains, which contributes to 
transparency and minimizes financial risk (Watts, 
2003). ESG engagement illustrates how the firm acts 
strategically in line with the expectations of the 
stakeholders, which include environmental 
sustainability, social responsibility and governing 
practices. Firms need to consider the interests of 
different stakeholders, and not just of shareholders, 
as Freeman (2010) illustrates using the stakeholder 
theory. The theory also indicates the relevance of ESG 
in determining accounting outcomes. While, 
according to Eccles et al. (2014), performing ESG 
activities demonstrates a company's ability to 
respond to societal pressures, lowers the risks of 
harming its reputation, and signals orientation and 
transparency in the long term. Such an approach 
builds trust among stakeholders and can motivate 
companies to follow conservative ways of accounting 
to show their ethical principles. 

This is in line with the agency theory (Christensen 
et al., 2015; Maiyo et al., 2024), which considers 
accounting conservatism as a method to reduce 
agency problems between the shareholders and the 
managers by minimizing the opportunities for 
managers to act opportunistically and manipulate 

                                            
3 ESG engagement revolves around three dimension-Environment 
(E), Social (S), and Governance (G). (E) refers to the reduction of 
the environmental footprint of firms, including carbon emissions 
or resource usage. While (S) reflects the impact of a firm on society 

earnings (Ball et al., 2000; Watts, 2003; Ball and 
Shivakumar, 2005). Liu (2024) posits that reporting 
conservatively bridges the information asymmetry 
between managers and shareholders, which 
eventually increases the credibility of the financial 
reporting and boosts stakeholder confidence. 
Supporting this perspective, institutional theory 
further posits that companies are exposed to 
normative and regulatory pressures to uphold 
legitimacy and meet the requirements of 
stakeholders through the involvement of ESG 
practices (DiMaggio and Powell, 1983). In particular, 
institutional investors have a significant impact on 
the adoption of ESG practices to foster transparency 
and accountability, reduce agency costs, and 
encourage the implementation of conservative 
financial policies (Slager, 2019; Bonacchi et al., 2022). 

These theoretical insights are supported by 
different empirical studies, such as Ferreira et al. 
(2022), who discovered that firms that have higher 
ESG ratings exhibit a lower conservatism level in 
successive periods, which illustrates how ESG 
engagement influences the reporting behavior of 
firms. Similarly, Lian et al. (2023) depict that firms 
with higher levels of ESG engagement experience 
lower corporate financial risk and greater 
transparency. Moreover, using data of Korean 
companies, Park and Ha (2020) report that the 
presence of strong ESG practices improves earnings 
transparency.  In addition, Glover and Xue (2023) 
disclose that the ESG-active firms' engagement 
experience greater stakeholder pressure requiring 
the provision of ethical financial behavior, leading to 
more conservative accounting facilitation to improve 
transparency, reduce the information asymmetry, 
and foster credibility of financial disclosures. 
Collectively, these insights depict that ESG 
engagement acts not only as a driver of conservative 
reporting practices but also reflects sustainable and 
ethical commitments, which strengthen the 
accountability to stakeholders. Strengthening these 
arguments, this study analyzes the association 
between ESG engagement and accounting 
conservatism, as proposed in the hypothesis below.  

H1: Firms with higher engagement of ESG practices are 
more likely to adopt accounting conservatism due to the 
need for transparent financial disclosure and pressure of 
stakeholder accountability. 

1.2. ESG Engagement, Gender Diversity, and 

in terms of employee welfare, community engagement, and 
relationships with customers or shareholders. Whereas (G) 
evaluates the corporate governance integration in maintaining 
transparency and ethical conduct.  
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Accounting Conservatism  

Gender diversity is the set of values and skills that 
adjunct faculty offer to the board and establishes a 
relationship between corporate governance and a 
diversified management team (Farrell & Hersch, 
2005; Wang et al., 2018). The question of diversity on 
the board is an active debate. Thus, governments 
have begun to employ gender quota laws, which 
require companies to have women appointed to 
corporate boards. This suggests that gender diversity 
in corporations is an emerging issue in strategic 
decision-making as well as in the process of 
determining the accountability of organizations. 

In addition, gender diversity links to accounting 
conservatism, and diverse boards have been proven 
to make better decisions and enhance transparency in 
financial reporting. According to (Sayiq, 2022; El-
Haddad & Saad Eldeen, 2025), firms with a larger 
proportion of women on the board have a greater 
tendency to be conservative in their financial 
reporting. This brings out the fact that diverse boards 
are strategic in aligning the sustainability and 
financial performance of firms since they have wider 
experience and stakeholder networks. As stated by 
Whieldon and Hall (2019), this strategy serves as a 
strategic initiative in response to the opportunities 
and risks associated with ESG. This perspective is 
supported by resource dependency theory (Pfeffer 
and Salancik, 1978). In this theory, the availability of 
diverse and external resources might help to enhance 
the ability of firms to cope with complex 
environments. On the same note, according to 
Suchman (1995), the legitimacy theory states that to 
be legitimate, companies ought to have a long-term 
relationship with the stakeholders and should meet 
the norms and values of society. Ashforth and Gibbs 
(1990) add that failure to fulfil such expectations 
would lead to the risk of losing credibility and 
strategic stakeholders. In this way, Gond et al. (2016) 
indicate that legitimacy is what businesses need to 
ensure their stability in the long term. 

White (2019) argues that gender-diverse 
leadership improves the profitability of firms 
regarding the performance of stock price, whereas 
companies with low gender-diverse leadership are 
regarded as less profitable. This perspective is 
supported by risk aversion theory, which provides a 
behavioural explanation of the decision-making 
process conducted by female directors. Likewise, 
according to Bedeir (2024), women tend to be more 
risk-averse than men, and hence boards may engage 
in conservative financial practises. Also, the research 
of Nicolo et al. (2023) shows that the presence of 
female directors facilitates the increased disclosure of 

ESG concerns and improves governance-sustaining 
efforts. Furthermore, critical mass theory states that 
the impact of women on board affairs depends on the 
achievement of a particular threshold and is 
regarded as "critical mass" (Bedeir, 2024). Thus, the 
presence of a minimum proportion on the board can 
significantly affect the financial policies of firms.  

The above-mentioned theories can be supported 
by the findings of diverse studies, such as Sayiq 
(2022) and El-Haddad and Saad Eldeen (2025), which 
state that companies with more women on the board 
are more likely to utilize conservative accounting. 
Furthermore, Almaqtari et al. (2024) illustrate that 
gender diversity moderates the association between 
ESG and financial performance. In addition, Saleh et 
al. (2025) point out that ESG engagement, as well as 
gender-diverse leadership, contributes to 
accountability, transparency, and a high degree of 
accounting conservatism and minimizes information 
asymmetry. Along with this, those companies that 
are engaged in ESG practices and have more diverse 
boards tend to be conservative in their financial 
reporting practices. Based on the foregoing 
discussion, we propose the following hypothesis.  

H2: Gender diversity in corporate boards moderates the 
relationship between ESG engagement and accounting 
conservatism due to the difference in responsiveness of 
stakeholders and risk aversion. 

2. METHODOLOGY 

2.1. Data Collection 

Our study employs an empirical design using 
financial and non-financial data from DataStream 
(Thomson Reuters Eikon) for European-listed firms. 
The panel covers 2008–2022 and includes ESG scores, 
gender diversity measures, and accounting 
conservatism indicators. After excluding missing 
observations and financial firms, the final sample 
consists of 4,640 firm-year observations spanning 
multiple industries and incorporates both firm-level 
and country-level variables. 

2.2. Dependent Variable 

The concept of accounting conservatism, as 
explained by Phuong and Tra (2024), revolves 
around the timely recognition of potential losses 
while delaying the recognition of uncertain gains. 
Due to this principle, the financial statements will not 
be in a position to overstate the position of a firm, 
especially in circumstances where the market is 
volatile. According to Hajawiyah et al. (2020), the 
measurement of accounting conservatism might be 
difficult because it is judgmental and conceptual. To 
address this, the previous research has proposed 
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using firm-level attributes as proxies of conservatism 
in financial reporting (Khan & Watts, 2009). 
Regression analysis has been used to estimate the 
accounting conservatism in this paper, and this is 
based on empirical and theoretical evidence in the 
literature reviewed. This model uses variables that 
are conventionally used by El-Bannany (2017), 
Shabihi et al. (2014), and Phuong and Tra (2024) 
regarding the financial policy of companies, their 
governance, and ESG considerations. The model of 
accounting conservatism is estimated as a function of 
ESG engagement, ROA (profitability), leverage, 
ownership concentration, firm size, disclosure 
quality, and board experience. They are incorporated 
to assess the influences of different variables on the 
behavior of reporting. 

The baseline regression of the ESG’s impact on 
accounting conservatism is estimated by using the 
following equation: 

𝐴𝐶𝑖𝑡

= 𝛼0 + 𝛽1𝐸𝑆𝐺𝑖𝑡 + 𝛽2𝑅𝑂𝐴𝑖𝑡 + 𝛽3𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛽4𝐿𝑒𝑣𝑖𝑡

+ 𝛽5 𝐷𝑖𝑠𝑐𝑖𝑡 + 𝛽6𝑂𝐶𝑖𝑡 + 𝛽7 𝐵𝑇𝐶𝑖𝑡

+∈𝑖𝑡                                                                                           (1) 

2.3. Independent Variable 

In this research, the primary independent variable 
is ESG scores that are extensively employed by 
Alsaadi et al. (2017) and De Villiers et al. (2022) to 
quantify the sustainability and ethical impact of a 
firm. The ESG score is an aggregate score that is 
compiled through self-reported data on all three 
dimensions of ESG. This has been computed using 
the Asset4 database through DataStream. The 
growing interest in ESG means that it is now among 
the primary drivers of company performance, 
bringing considerable benefits to a variety of 
stakeholders and investment opportunities. An 
increasing number of studies have also investigated 
the relationship between ESG practices of firms and 
business performance (Francis et al., 2013; 
Broadstock et al., 2021) 

2.4. Moderator Variable 

In this paper, gender diversity is employed as a 
moderating factor, and it is defined as both genders 
being represented on the board of directors, and the 
percentage of female representation on the board is 
taken as a proxy variable of gender diversity. 
Moreover, it has been concluded that high gender 
diversity on the leadership boards of companies is 
associated with more profitability in comparison 
with having company-level low gender diversity 
(White, 2019). 

2.5. Control Variables 

This research considers control variables that are 
specific to each firm by following Abdelrahman et al. 
(2025) and Alsaadi et al. (2017) to ensure the 
reliability of the analysis. The array includes: (i) SIZE 
which denotes the firm size and is estimated as the 
natural log of total assets; (ii) Lev refers to financial 
leverage measures how much a company depends on 
debt to run its operations and determined as total 
liabilities divided by total assets; (iii) ROA measures 
profitability as net profit divided by total assets; (iv) 
Age refers to firm age which represents the number 
of years since a company was established; (v) BM is a 
book-to-market ratio which is calculated by dividing 
shareholders' equity by its market value; (vi) PPE 
compares the firm’s total fixed assets to its total assets 
and is shown as total fixed assets divided by total 
assets.  

As this study is based on cross-country analysis, it 
is necessary to introduce country-specific control 
variables (Yang et al., 2022). First, the study considers 
the countries' financial disclosure requirements 
(Disclosure), as provided by La Porta et al. (2006). 
The extent of a firm's information environment is 
based on a measure reflecting the level of economic, 
environmental, and social disclosures that firms 
publish in CSR reports or annual reports, using GRI 
standards. The higher score for disclosure refers to 
more information about finances being made 
available to the public at the county level. Second, 
book-tax conformity demonstrates the similarity 
between the country’s book and tax income (Jaafar 
and Thornton, 2015). If the score is high, it means the 
tax and financial books are highly aligned. Finally, 
similar to Atwood et al. (2010), the study uses the 
country-level concentration of ownership, which 
refers to the degree of concentration of shareholders. 
A higher value suggests that the firm is controlled by 
a few shareholders and ownership is more 
concentrated. 

Together, these firm-level and country-level 
control variables also serve to isolate the effects of 
ESG engagement and gender diversity on accounting 
conservatism. Collectively, these firm-level and 
country-level control variables help to isolate the 
influence of ESG engagement and gender diversity 
on accounting conservatism, ensuring that the 
findings are not due to institutional, legal, and 
market-specific differences across Europe. 

Error! Reference source not found. contains the 
detailed definitions, formulae, and data sources of 
each of the variables in this research to achieve clarity 
and deeper insight into each of the variables. 
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Table 1:  Definition of Variables. 
Type of 

Variables 
Variables Symbol Definition Formula Data Source 

Dependent 

Variable 

Accounting 

Conservatism 
AC 

Accounting Conservatism refers to a 

financial reporting approach where 

firms recognize financial losses 
more promptly than gains. 

𝐴𝐶𝑖𝑡 = 𝛼0 + 𝛽1𝐸𝑆𝐺𝑖𝑡 + 𝛽2𝑅𝑂𝐴𝑖𝑡 + 𝛽3𝑆𝑖𝑧𝑒𝑖𝑡

+ 𝛽4𝐿𝑒𝑣𝑖𝑡 + 𝛽5 𝐷𝑖𝑠𝑐𝑖𝑡

+ 𝛽6𝑂𝐶𝑖𝑡 + 𝛽7 𝐵𝑇𝐶𝑖𝑡+
∈ _(𝑖𝑡 ) 

Estimated by the 

author 

Independent 

Variable 

ESG 
Engagement 

ESG 

ESG engagement refers to the ESG 

performance score of the 

companies. 

- DataStream 

Moderator 

Variable 

Gender 

Diversity 
GD 

GD refers to the representation of 

both genders on the board of 

directors, which is measured by the 
percentage of females on the board. 

GD = % of females on board DataStream 

Control 

Variables: 

 

Firm-level 

factors 

Financial 

Leverage 
Lev 

Financial Leverage measures how 

much a company depends on 

borrowed funds to run its 
operations. 

𝐿𝑒𝑣 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 DataStream 

Profitability ROA 

ROA measures a firm’s profitability 

by assessing the returns generated 

from its assets. 
𝑅𝑂𝐴 =

𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 DataStream 

Firm Age Age 
Age refers to the number of years 

since a company was established. 
Age = log (firm’s establishment years) DataStream 

Firm Size Size 
Firm size refers to the scale or 

magnitude of a company. 
Size = log (Total Assets) DataStream 

Market-to-Book 
Ratio 

MTB 
The BMT ratio compares a firm's 

market value to its book value. 
𝑀𝑇𝐵 =

𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒

𝑆ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟′𝑠 𝐸𝑞𝑢𝑖𝑡𝑦
 DataStream 

The proportion 
of fixed assets 

PPE 
PPE refers to the measure of a 

firm’s proportion of fixed assets to 

its total assets. 
𝑃𝑃𝐸 =

𝐹𝑖𝑥𝑒𝑑 𝐴𝑠𝑠𝑒𝑡𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 DataStream 

Control 

Variables: 

 

Country-

level factors 

Disclosure 

index 
Dis 

The Disclosure Index is a measure 
reflecting the level of economic, 

environmental, and social 

disclosures that firms make in 
standalone CSR reports or annual 

reports, using GRI standards. 

𝐷𝑖𝑠 =  ∑

(𝐸𝑐𝑜𝑛𝑜𝑚𝑖𝑐 
𝐷𝑖𝑠𝑐𝑙𝑜𝑠𝑢𝑟𝑒,

𝐸𝑛𝑣𝑖𝑟𝑜𝑛𝑚𝑒𝑛𝑡𝑎𝑙 
𝐷𝑖𝑠𝑐𝑙𝑜𝑠𝑢𝑟𝑒,

 𝑆𝑜𝑐𝑖𝑎𝑙 𝐷𝑖𝑠𝑐𝑙𝑜𝑠𝑢𝑟𝑒) 

 

Obtained from La 
Porta et al. (2006). 

 

Book-tax 

conformity 
BTC 

This is a country-level index for the 
level of conformity between book 

and tax income. Higher scores 

indicate better conformity. 

 

Obtained from 

Atwood et al. 
(2010) 

Ownership 

concentration 
OC 

Ownership concentration refers to 
the degree of shareholding 

concentration. A higher OC value 

indicates more concentrated 
ownership, suggesting greater 

control by a few shareholders. 

𝑂𝐶 =  

∑
(Shares Owned by 

Top 3 Shareholders)

𝑇𝑜𝑡𝑎𝑙 𝑆ℎ𝑎𝑟𝑒𝑠
 

Obtained from 
Atwood et al. 

(2010) 

Note: This table provides detailed definitions, formulas, and sources of data for all the variables used in this study.  
Source: Author's own Analysis 

2.6. Empirical Model 

2.6.1. Panel Regression Model  

Panel data is a combination of time series and 
cross-sectional data in which the same entities are 
followed over all periods, and their behavior is 
studied over a number of periods. Both fixed-effect 
and random-effect approaches are used to analyze 
such data. The fixed effect method isolates the impact 
of time-varying variables on the result by controlling 
for the effect of variables that do not change over time 
within an entity. On the other hand, groups or 
entities' unpredictability and differences are 

explained by the random effect. The random effect 
model is the most appropriate for analysis because 
the data in this study contain time-invariant 
variables. The following regression models are 
created to test the hypotheses: 
𝐴𝐶𝑖𝑡

= 𝛼0 + 𝛽1𝐸𝑆𝐺𝑖𝑡 + 𝛽2𝑅𝑂𝐴𝑖𝑡 + 𝛽3𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛽4𝐿𝑒𝑣𝑖𝑡

+ 𝛽5𝐴𝑔𝑒𝑖𝑡 + 𝛽6𝑃𝑃𝐸𝑖𝑡 + 𝛽7𝐷𝑖𝑠𝑐𝑖𝑡 + 𝛽8𝑂𝐶𝑖𝑡 +  𝛽9𝐵𝑇𝐶𝑖𝑡

+∈𝑖𝑡                                                                                        (2) 
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 𝐴𝐶𝑖𝑡 = 𝛼0 + 𝛽1𝐸𝑆𝐺𝑖𝑡 + 𝛽2𝐺𝐷𝑖𝑡 + 𝛽3𝐸𝑆𝐺𝑖𝑡 × 𝐺𝐷𝑖𝑡

+  𝛽4𝑅𝑂𝐴𝑖𝑡 + 𝛽5𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛽6𝐿𝑒𝑣𝑖𝑡

+ 𝛽7𝐴𝑔𝑒𝑖𝑡 + 𝛽8𝑃𝑃𝐸𝑖𝑡 + 𝛽9𝐷𝑖𝑠𝑐𝑖𝑡

+ 𝛽10𝑂𝐶𝑖𝑡 +  𝛽11𝐵𝑇𝐶𝑖𝑡

+∈𝑖𝑡                        (3) 
Equation 2 examines the impact of ESG on 

accounting conservatism, and Equation 3 explores 
the moderating role of gender diversity on the 
accounting conservatism and ESG relationship. 
Where 𝐴𝐶𝑖𝑡 is the Accounting Conservatism, where 𝑖 
and 𝑡 express the 𝑖th country and the 𝑡th period, 
respectively. Where ROA, Size, Lev, Age, and PPE 
represent the firm-level control, and Discit, OCit, and 
ITCit denote the country-level control variables. Also, 
𝜀𝑖𝑡 is the residual.  𝐸𝑆𝐺𝑖𝑡 is a company's total score 
based on self-reported data in the environmental, 
social, and corporate governance pillars. 𝐺𝐷𝑖𝑡  
represents gender diversity, using the "percentage of 
females on the board” as a proxy to measure it. 

2.7. Generalized Methods of Moments (GMM) 

Reverse causality causes endogeneity bias in the 
estimates and can lead to erroneous inferences and 
improper conclusions that can obscure theoretical 
insights. To solve this challenge, the Generalized 
Method of Moments (GMM) is commonly used to 
estimate parameters in econometrics to cope with 
endogeneity. The model used in this study is a 
dynamic panel GMM model since in such a structure 
there are more parameters than the available data, or 
standard conditions for the Ordinary Least Squares 
(OLS) estimator are not satisfied (Arellano and Bond, 
1991; Arellano and Bover, 1995). This approach 
involves using lagged values of explanatory 
variables as instruments. The specified GMM models 
for analysis are outlined below: 

𝐴𝐶𝑖𝑡 = 𝛼1𝐴𝐶𝑖𝑡−1 + 𝛽1𝐸𝑆𝐺𝑖𝑡 + 𝛽2𝐸𝑆𝐺𝑖𝑡−1 + 𝛽3𝑅𝑂𝐴𝑖𝑡

+ 𝛽4𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛽5𝐿𝑒𝑣𝑖𝑡 + 𝛽6𝐴𝑔𝑒𝑖𝑡

+ 𝛽7𝑃𝑃𝐸𝑖𝑡 + 𝛽8𝐷𝑖𝑠𝑐𝑖𝑡 + 𝜀𝑖𝑡  + 𝛽9𝑂𝐶𝑖𝑡

+  𝛽10𝐵𝑇𝐶𝑖𝑡  
+ 𝜀𝑖𝑡                                     (4) 

𝐴𝐶𝑖𝑡

= 𝛼1𝐴𝐶𝑖𝑡−1 + 𝛽1𝐸𝑆𝐺𝑖𝑡 + 𝛽2𝐸𝑆𝐺𝑖𝑡−1 + 𝛽3𝐺𝐷𝑖𝑡

+ 𝛽4𝐺𝐷𝑖𝑡−1 + 𝛽5𝐸𝑆𝐺𝑖𝑡 × 𝐺𝐷𝑖𝑡 + 𝛽6𝐸𝑆𝐺𝑖𝑡−1 × 𝐺𝐷𝑖𝑡−1

+ 𝛽7𝑅𝑂𝐴𝑖𝑡 + 𝛽8𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛽9𝐿𝑒𝑣𝑖𝑡 + 𝛽10𝐴𝑔𝑒𝑖𝑡

+ 𝛽11𝑃𝑃𝐸𝑖𝑡 + 𝛽12𝐷𝑖𝑠𝑐𝑖𝑡 + 𝛽13𝑂𝐶𝑖𝑡 +  𝛽14𝐵𝑇𝐶𝑖𝑡

+ 𝜀𝑖𝑡                                                                                     (5) 

The GMM model is defined as follows: Equation 4 
tests Hypothesis 1, and Equation 5 examines 
Hypothesis 2. Both equations include the subscript 
(𝑡 − 1) to indicate the lagged period, respectively, 
and 𝜀𝑖𝑡 are the residuals. 

Equation 4 is formulated to measure the effect of 
ESG on accounting conservatism, considering the 
lagged ESG performance and accounting 
conservatism. The use of such lagged variables 
reduces the need to explain the persistence of 
financial reporting behaviour, and it mitigates the 
delayed impacts of ESG initiatives. 

Meanwhile, Equation 5 investigates the role of 
gender diversity in the ESG-accounting conservatism 
relationship. This approach entails both lagged terms 
and gender diversity to study how past values of the 
former affect the present relationship between 
gender diversity, ESG, and accounting conservatism. 
The advantage of this structure is that it increases the 
model’s reliability, and the assessment of these 
dynamics is more comprehensive. 

3. RESULTS AND DISCUSSION 

3.1. Descriptive StatisticsError! Reference source 

not found. represents the descriptive statistics of the 
variables that were used in the study. The dataset 
comprises 4,640 observations in the period of 2008 to 
2022. The findings indicate that accounting 
conservatism, with an average of 0.80, has a 
moderate variation with a standard deviation of 0.49. 
ESG engagement depicts a mean score of 61.66 with 
the highest standard deviation, i.e., 17.87, as 
compared to other variables. Furthermore, return on 
assets averages 0.07 with a standard deviation of 
about 0.12, implying that most firms operate with 
modest profitability. 

Firm size, which is measured as a natural log of 
total assets, has a mean of 22.83 with values ranging 
from 17.88 to 27.14. Moreover, the average market-to-
book ratio and financial leverage are 0.80 and 0.60, 
with a standard deviation of 0.97 and 0.18 
correspondingly. Meanwhile, the disclosure index 
average is 0.68, which implies relatively high 
transparency. 

The average concentration of ownership is 0.29, 
which indicates that most firms involve dominant 
shareholders. Gender diversity on boards widely 
varies, with a mean of 26.06 and a high standard 
deviation of 26.06. The minimum value stands at 
0.000, which indicates no participation of women on 
boards, and the maximum value reaches 66.67, 
indicating significant women's representation on 
boards. Firm age averages 3.09 with a standard 
deviation of 1.03, while the proportion of fixed assets 
and book-tax conformity has a mean of 0.46 and 0.01, 
respectively. 

Collectively, these statistics show the diversity in 
the variables integrated into the study.     
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Table 2: Descriptive Statistics. 

Variables N Mean 
Std. 
dev. 

Min Max 

Accounting 
Conservatism 

4,640 0.80 0.49 -1.42 8.03 

ESG 
Engagement 

4,640 61.66 17.87 3.91 95.57 

Return on Assets 4,640 0.07 0.12 -1.14 2.49 

Firms Size 4,640 22.83 1.59 17.88 27.14 

Market-to-Book 
Ratio 

4,640 0.80 0.97 -4.76 6.80 

Financial 
Leverage 

4,640 0.60 0.18 0.01 1.00 

Disclosure Index 4,640 0.68 0.17 0.42 0.83 

Ownership 
Concentration 

4,640 0.29 0.16 0.15 0.60 

Gender Diversity 4,640 26.06 14.28 0.00 66.67 

Firms Age 4,640 3.09 1.03 0.00 5.19 

Proportion of 
Fixed Assets 

4,640 0.46 0.24 0.00 1.88 

Book-tax 
conformity 

4,640 0.01 0.00 0.01 0.02 

Note: This table provides the descriptive statistics of all 
variables; the operationalizations of the variables are given in 

Table 1. 
Source: Author's own Analysis 

 
Error! Reference source not found. and Error! 

Reference source not found. represent the 
correlation and the VIF of the independent variables 
to examine the presence of multicollinearity in the 

regression model. When the VIF is below 5, it 
signifies that there is low multicollinearity, though 
values above 5 mean that there is moderate 
multicollinearity, and values above 10 signify serious 
multicollinearity. Because the VIF of all variables 
does not exceed 10, which is an indicator of the lack 
of multicollinearity in the model and indicates the 
moderate correlation between variables. But for the 
variables having a high-VIF value, such as Disclosure 
Index (7.980) and Ownership concentration (6.600), 
respectively, some cautions are required for the 
interpretation of these variables.  Because these 
variables may be overlapping in capturing the 
transparency or control rights of the firms, which 
implies that the combined presence of these variables 
in the model may reduce the accuracy of their 
individual effects. 

This finding is further validated by the Pearson 
correlation matrix, as shown in Table 3. Most 
correlation values are below 0.7, indicating that there 
are no serious multicollinearity issues. Further, the 
negative relationship between the Disclosure Index 
and Ownership Concentration (-0.9195) is also 
substantial, which also confirms the high VIF values 
in Table 4. Also, the average VIF is obtained to be 
2.620, which implies that there is no major problem 
of multicollinearity as the value is within a 
reasonable limit. 

Table 3: Pearson Correlation Coefficient (2008-2022). 

Variables 
Market-
to-Book 

Ratio 

Accounting 
Conservatism 

ESG 
Engagement 

Return 
on 

Assets 

Firms 
Size 

Financial 
Leverage 

Disclosure 
Index 

Ownership 
Concentration 

Gender 
Diversity 

Firms 
Age 

Proportion 
of Fixed 
Assets 

Book-tax 
conformity 

             

Market-to-
Book Ratio 

1            

             

Accounting 
Conservatism 

-0.1059* 1           

 0.0000            

             

ESG 
Engagement 

-0.1059* -0.2238* 1          

 0.0000 0.0000           

             

Return on 
Assets 

0.4053* 0.6660* -0.0847* 1         

 0.0000 0.0000 0.0000          

             

Firms Size -0.2772* -0.5758* 0.6056* 
-

0.2399* 
1        

 0.0000 0.0000 0.0000 0.0000         

             

Financial 
Leverage 

0.1316* 0.2449* 0.1878* 
-

0.1189* 
0.3367* 1       

 0.0000 0.0000 0.0000 0.0000 0.0000        

             

Disclosure 
Index 

0.0530* 0.0502* -0.0596* 0.1108* 
-

0.1253* 
-0.0882* 1      
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 0.0003 0.0006 0.0000 0.0000 0.0000 0.0000       

             

Ownership 
Concentration 

-0.1324* -0.1998* 0.0723* 
-

0.1181* 
0.1493* 0.1008* -0.9195* 1     

 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000      

             

Gender 
Diversity 

0.0906* 0.0272 0.3548* 0.0263 0.1047* 0.0579* 0.0524* -0.0522* 1    

 0.0000 0.0644 0.0000 0.0736 0.0000 0.0001 0.0004 0.0004     

             

Firms Age -0.0518* -0.1066* 0.1850* 
-

0.0353* 
0.1734* 0.0000 0.1398* -0.1447* 0.1400* 1   

 0.0004 0.0000 0.0000 0.0161 0.0000 0.9992 0.0000 0.0000 0.0000    

             

Proportion of 
Fixed Assets 

-0.1956* -0.2306* 0.0937* 
-

0.1438* 
0.2239* 0.0225 0.0641* -0.0380* -0.0758* 

-
0.0319* 

1  

 0.0000 0.0000 0.0000 0.0000 0.0000 0.1259 0.0000 0.0096 0.0000 0.0300   

             

Book-tax 
conformity 

0.0065 0.0605* -0.0594* 
-

0.0313* 
-

0.0374* 
-0.0123 -0.7010* 0.6195* -0.1255* 

-
0.2388* 

-0.0932 1 

 0.6569 0.0000 0.0001 0.0329 0.0107 0.4016 0.0000 0.0000 0.0000 0.0000 0.0000  

Note: This table provides the correlation of all variables; the operationalizations of the variables are given in Table 1. *Indicates significance level at 5% 
Source: Author's own Analysis 

Table 4: Variance Inflating Factor (VIF). 
Variables VIF 1/VIF 

Disclosure Index 7.980 0.125 

Ownership Concentration 6.600 0.151 

Book-tax conformity 2.140 0.468 

Firms Size 1.970 0.508 

ESG Engagement 1.840 0.543 

Gender Diversity 1.200 0.831 

Financial Leverage 1.150 0.872 

Firms Age 1.130 0.888 

Proportion of Fixed Assets 1.100 0.908 

Return on Assets 1.090 0.918 

Mean VIF 2.620  

Note: This table provides VIFs of all variables; the 
operationalizations of the variables are given in Table 1. 

Source: Author’s Own Analysis (European) 

 

3.3. Results of Random Effect and Dynamic 
Panel Model of ESG and Accounting 
Conservatism Relationship (H1) 

Error! Reference source not found. presents the 
results of the random effects model and estimations 
of the dynamic panel model for H1 and highlights 
various significant predictors of accounting 
conservatism. First, the lag of ESG engagement has a 
statistically significant negative impact on 
accounting conservatism in both first and second-
step GMM estimation. The result implies that a one-
unit increase in the ESG engagement score in the 
prior period leads to a decrease of 0.003 units in the 
current accounting conservatism. This relationship is 
consistent with the study by Khlifi et al. (2024), which 

suggests that ESG engagement over time may reduce 
the firm’s reliance on conservative accounting 
practices, which improves the quality of earnings and 
investor protection. This further demonstrates the 
time-lagged nature of ESG implementation, where 
ESG investment in the prior year enhances 
stakeholder trust and the reputation of the firm. 

As a result, the reliance of firms on accounting 
conservatism as a signaling mechanism reduces, as 
firms with strong credentials of ESG and established 
trust of stakeholders can convey transparency and 
credibility and shift toward less conservatism in 
financial reporting. 

On the contrary, the current ESG engagement is 
statistically significant and possesses a direct relation 
with accounting conservatism, with a coefficient of 
0.002 in the Random effect model and 0.004 in both 
GMM estimations. This implies that a one-unit 
increment in ESG engagement would increase 
accounting conservatism by 0.2% and 0.4%. This 
evidence implies that the role of past ESG decreases 
the need to report conservatively, while current ESG 
engagements might generate more incentives to 
demonstrate ethically more cautious and transparent 
financial reporting, especially in the period of an 
active ESG transformation. In developing economies 
where the ESG system is still evolving, firms are 
encouraged to be conservative in their accounting to 
build trust in the initial stage of the 
institutionalization of ESG practices. Consistent with 
Ferdous et al. (2024), firms that have integrated ESG 
practices in their operating strategies are more 
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inclined to employ conservative accounting to 
enhance their value creation in the long term.  

ROA is also statistically significant and positively 
associated with accounting conservatism in all three 
models, with a coefficient of 2.589, 2.370, and 2.400 in 
the respective models.  The results are in line with 
those of Mustafa et al. (2024), which show that large 
firms prefer to be more conservative in their 
accounting methods. Moreover, changes in the size 
of the firm are associated negatively with accounting 
conservatism, with a coefficient of -0.101 (Random 
Effect), -0.169 (1st-step GMM), and -0.136 (2nd-step 
GMM). 

By the method of estimation, the results indicate 
that a one-unit increase in firm size leads to a 
reduction in conservative accounting practices and 
imply that larger firms may prioritize aggressive 
reporting as a mechanism of improving their 
performance (Nasr and Ntim, 2018). The coefficient 
of financial leverage is significant and positive in all 
the models of specification, that is, 1.401 in Random 
Effect, 0.728 in first-step GMM, and 0.923 in second-
step GMM. Economically, it signifies that firms with 
high leverage are more likely to mitigate agency 
issues and limit the creditor risk through 
conservative accounting practices (Teymouri and 
Sadeghi, 2020). 

Moreover, other characteristics of the firm, 
namely Firm Age, Disclosure Index, and Ownership 
Concentration, show statistically significant negative 
correlation with accounting conservatism, with 
coefficients of -0.043, -2.221, and -3.075, respectively. 
Economically, an increase in the age of the firm by 1 
year decreases accounting conservatism by 0.043 
units, and this is attributed to the fact that the 
developed reputation of a firm eliminates the need to 
report conservatively (Teymouri and Sadeghi, 2020). 
Similarly, a one-unit increase in disclosure index 
decreases accounting conservatism by 2.221 units, 
which implies that the level of transparency may act 
as an alternative for conservative reporting to reduce 
information asymmetry (Khanagha and Parvare, 
2017). 

Furthermore, a one-unit increase in ownership 
concentration leads to a significant reduction in 
conservative reporting by 3.075 units. The result is 
consistent with the study by Lafond and 
Roychowdhury (2008), which suggests that when the 
ownership is highly concentrated, then dominant 
shareholders may exert pressure on managers to 
report higher profits in their financial reporting, 
which ultimately reduces accounting conservatism.   

Further, the proportion of fixed assets is also 
significant and negatively associated with 

accounting conservatism, with a coefficient of 0.072 
(Random Effect), 0.173 (first-step GMM), and 0.152 
(second-step GMM). According to the selected 
estimation method, the result suggests that an 
increase in fixed-asset proportion leads to a decrease 
in conservative accounting. This is due to the 
collateral provided by tangible assets that reduces 
the requirement of creditors for conservative 
financial reporting (Al-Sakini and Al-Awawdeh, 
2015). 

Lastly, the coefficient for book-tax conformity is 
statistically significant in all three models and shows 
a direct relationship with accounting conservatism. 
As per the employed estimation method, a one-unit 
increase in book-tax conformity increases 
conservative accounting practices by 24.488, 64.76, 
and 87.010 units, respectively. In line with 
Bornemann (2018), the firm that aligns financial and 
tax reporting more accurately with its accounting 
becomes more conservative.  

Overall, the results depict a dual effect of ESG 
engagement on accounting conservatism. This 
dynamic behavior is explained through the time-
lagged response of institutions and processes of 
building credibility. 

Therefore, H1 is not rejected, and findings are 
aligned with the study by Ferdous et al. (2024), which 
validates that ESG engagement enhances accounting 
conservatism. Furthermore, based on the diagnostic 
tests, the validity and robustness of the estimations 
are supported by using the Hansen J-test (1982), and 
the Arellano and Bond test (1991), and reject 2nd 
order serial correlation.  

In conclusion, the findings underscore that ESG 
engagement, return on assets, leverage, and firms' 
characteristics shape accounting conservatism 
significantly. 

The results align with both Stakeholder theory 
and Agency theory. From the perspective of 
stakeholder theory, firms that focus more on ESG 
engagement may adopt more conservative reporting 
approaches to meet broader expectations of 
stakeholders, ensuring the transparency and 
accuracy in their financial reporting (Gerged et al. 
2018). 

Consistent with agency theory, ESG engagement 
serves as a control mechanism that helps to avoid 
agency problems and decrease managerial discretion 
(LaFond and Watts 2008; Hemingway and Maclagan 
2004; Liu et al. 2024). In general, the positive 
correlation between ESG engagement and 
accounting conservatism implies that socially 
responsible firms report their financial statements in 
a conservative manner to enhance accountability in 
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financial reporting. 

Table 5: Results of Random Effect and Dynamic Panel Model for H1. 
Coefficients Random Effect 1st Step GMM 2nd Step GMM 

Accounting Conservatism(t-1) - 0.186** 0.143* 

ESG Engagement(t-1) - -0.003** -0.003** 

ESG Engagement 0.002*** 0.004** 0.004*** 

Return on Assets 2.589*** 2.370*** 2.400*** 

Δ Firms Size -0.101*** -0.169*** -0.136*** 

Financial Leverage 1.401*** 0.728*** 0.923*** 

Firms Age -0.043*** -0.014 -0.020 

Proportion of Fixed Assets -0.072*** -0.173** -0.152** 

Disclosure Index -2.221*** 0.039 -0.433 

Ownership Concentration -3.075*** -0.922 -1.820 

Book-tax conformity 24.488*** 64.768** 87.010*** 

constant 2.036*** -0.349 -0.062 

 
N 

3,903 3,903 3,903 
    

Arellano and Bond (2) - -0.720 -0.920 

P-value - 0.471 0.360     
Hansen J-test - 180.770 180.770 

P-value - 0.136 0.136     
Wald test 28,828 15,383 16,282 

P-value 0.000 0.000 0.000 

Note: This table provides the baseline results of the Random Effect and Dynamic Panel Model. The definitions and operationalizations 
of the variables are given in Table 1. *** Significant at the 1% level, ** Significant at the 5% level, * Significant at the 10% level. 

Source: Authors’ own analysis 

3.4. Results of Random Effect and Dynamic 
Panel Model of Gender Diversity on ESG and 
Accounting Conservatism Relationship(H2) 

Error! Reference source not found. presents the 
results of the Random Effects model and estimations 
of the dynamic panel model for H2 and highlights 
various significant predictors of accounting 
conservatism. The lag term of ESG engagement and 
gender diversity shows a significant negative 
relationship with accounting conservatism. A one-
unit increase in the lag of ESG score decreases 
conservative accounting by 0.3%, suggesting active 
engagement of ESG practices in the prior year may 
reduce the reliance on current-period conservative 
accounting. Similarly, an increase in female 
representation on the board from the previous year 
increases the current accounting conservatism by 
0.010 units and 0.007 units in 1st step GMM and 2nd 
step GMM, respectively, indicating that diversity in 
boards may promote more conservative reporting.  

Furthermore, to address the mechanism of 
moderation, the interaction term of lag ESG 
engagement and gender diversity is also found to be 
positive but weakly significant, with a coefficient of 
0.000. Despite its weak statistical significance, it has 
conceptual significance and can support a 
moderating, but not a mediating effect. In this 
context, gender diversity is not a mediator that 

channels the effect of ESG engagement but 
moderates it, suggesting that the direction or 
strength of the ESG engagement and accounting 
conservatism relationship varies depending on the 
gender diversity level on boards. This aligns with 
statistical expectations of moderation in which 
interaction terms depict changes in slope or indicate 
buffering effects. Specifically, the positive coefficient 
of the interaction term implies that the negative 
relationship between ESG and conservatism is 
buffered by gender-diverse boards and ensures more 
cautious financial practices despite the fact that ESG 
engagement may act as an indicator of less 
conservative accounting requirements. This finding 
is consistent with Risk Aversion Theory and 
Resource Dependence Theory, which imply that 
gender-diverse boards are more risk-averse and have 
conservative accounting behavior (Muhammad et al., 
2024). 

Return on assets also reveals a positive and 
statistically significant relation with accounting 
conservatism in all three models. As per the 
estimation approach, one-unit increase in ROA 
increases accounting conservatism by 2.589, 2.221, 
and 2.265 units, respectively, and indicates that firms 
with more ROA tend to adopt more conservative 
accounting practices to mitigate earning 
management incentives (Al-Sakini and Al-
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Awawdeh, 2015). Change in size of firm also exhibits 
a negative and statistically significant association 
with accounting conservatism in all models and 
depicts that a one-unit increase in the firm’s size 
leads to a decrease in accounting conservatism by 
0.101, 0.186, and 0.158 units across the respective 
models.  This result is consistent with Nasr and Ntim 
(2018), who determine that growing firms may 
prioritize aggressive reporting to strengthen their 
performance and reduce agency costs. Similar to 
Teymouri and Sadeghi (2020), financial leverage 
shows a significant positive relationship with 
accounting conservatism, with coefficients 1.401 
(Random Effects), 0.697 (1st step GMM), and 0.807 
(2nd step GMM), suggesting that a unit increase in 
financial leverage of a firm leads to an increase in 
conservative accounting practices. This finding 
supports the argument that firms that are highly 
leveraged are more likely to adopt conservative 
reporting to mitigate agency problems and creditor 
risks. Moreover, Firm Age is negatively and 
significantly associated with accounting 
conservatism in Random Effect and 1st step GMM 
with coefficients 0.043 and 0.028, respectively, and 
suggests that the need for conservative reporting 
reduces as the age of the firm increases due to their 
established reputation (Teymouri and Sadeghi, 
2020). 

Furthermore, other firm characteristics such as 
proportion of fixed assets, disclosure index, and 
ownership concentration show a significant negative 
impact on accounting conservatism. Based on the 
estimation method, a one-unit increase in the 
proportion of fixed assets may decrease 0.073, 0.161, 
and 0.168 units in conservative accounting practices, 
indicating that, due to less uncertainty in asset 
valuation, firms with higher asset tangibility may 
have greater earning manipulation flexibility (Al-
Sakini and Al-Awawdeh, 2015). A one-unit increase 
in the disclosure index reduces accounting 
conservatism by 2.221 (Random Effect), 1.376 (1st 
step GMM), and 1.197 (2nd step GMM) units, which 
suggests that increased transparency may reduce the 
need for accounting conservatism in firms by 
lowering information asymmetry (Khanagha and 

Parvare, 2017). Similarly, a one-unit increase in 
ownership concentration reduces conservative 
practices by 3.075, 2.205, and 2.241 units. These 
findings are consistent with Lafond and 
Roychowdhury (2008), who demonstrate that 
dominant shareholders exert pressure to report 
higher earnings, which ultimately reduces 
conservatism in accounting practices. 

Lastly, the coefficient for book-tax conformity is 
statistically significant in all three models and shows 
a direct relationship with accounting conservatism. 
As per the employed estimation method, a one-unit 
increase in book-tax conformity increases 
conservative accounting practices by 24.492, 35.520, 
and 53.023 units, respectively. In accordance with 
Bornemann (2018), the company that better aligns 
financial and tax reporting accounts more 
conservatively.  

In general, the findings indicate that gender 
diversity moderates the correlation between ESG and 
accounting conservatism. Therefore, H2 is not 
rejected but weakly supported. Furthermore, based 
on the diagnostic tests, the validity and robustness of 
the estimations are supported by using the Hansen J-
test (1982), and the Arellano and Bond test (1991), 
and reject 2nd order serial correlation. 

In conclusion, the findings highlight that ESG 
engagement, gender diversity, and firm-specific 
characteristics are the significant determinants of 
accounting conservatism. The moderating role of 
gender diversity is strongly aligned with Resource 
Dependence theory and Risk Aversion Theory, 
suggesting the contribution of gender diverse boards 
in the effective decision-making process by 
enhancing conservative financial reporting. 
Furthermore, the results also support the legitimacy 
theory by adopting conservative accounting 
practices when engaging in ESG in response to social 
pressure to maintain legitimacy before stakeholders. 
Overall, the results moderately suggest that 
integrating gender diversity into ESG initiatives 
strengthens stakeholder trust, as well as increases the 
credibility of financial disclosure, ultimately 
enhancing accounting conservatism. 

Table 6: Results of Random Effect and Dynamic Panel Model for H2. 
Coefficients Random Effect 1st Step GMM 2nd Step GMM 

Accounting Conservatism(t-1) - 0.239** 0.211** 

ESG Engagement(t-1) - -0.003** -0.003** 

Δ Gender Diversity(t-1) - 0.010** 0.007** 

ESG Engagement(t-1) * Δ Gender Diversity(t-1) - 0.000* 0.000 

ESG Engagement 0.002*** 0.004** 0.004*** 

Δ Gender Diversity 0.000 0.006 0.003 

ESG Engagement * Δ Gender Diversity 0.000 0.000 0.000 

Return on Assets 2.589*** 2.221*** 2.265*** 
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Δ Firm Size -0.101*** -0.186*** -0.158*** 

Financial Leverage 1.401*** 0.697*** 0.807*** 

Firms Age -0.043*** -0.028* -0.019 

Proportion of Fixed Assets -0.073*** -0.161** -0.168** 

Disclosure Index -2.221*** -1.376*** -1.197*** 

Ownership Concentration -3.075*** -2.205*** -2.241*** 

Book-tax conformity 24.492*** 35.520** 53.023** 

constant 2.037*** 1.305** 0.973** 

 
N 

3,903 3,337 3,337 
    

Arellano and Bond (2) - -1.080 -0.920 

P-value - 0.281 0.357     
Hansen J-test - 242.290 242.290 

P-value - 0.179 0.179     
Wald test 28,768 14,155 14,446 

P-value 0.000 0.000 0.000 

Note: This table provides the baseline results of the Random Effect and Dynamic Panel Model for H2. The definitions and 
operationalizations of the variables are given in Table 1. *** Significant at the 1% level, ** Significant at the 5% level, * Significant at the 

10% level. 
Source: Authors’ own analysis 

4. CONCLUSION 

This paper investigates the impact of ESG 
engagement on accounting conservatism and the 
moderating role of gender diversity among 
European listed companies from 2008 to 2022, using 
Random Effects and dynamic panel (GMM) 
estimations. The results indicate that ESG 
engagement generally reduces the level of 
accounting conservatism, suggesting that socially 
responsible companies tend to report more 
transparently due to decreased information 
asymmetry. However, this association is not held on 
gender-diverse boards. Although ESG is the only one 
that is related to lower conservatism, it has a weak 
but positive correlation with gender diversity, which 
can suggest that diverse leadership can help avoid 
the decline of conservative practices. This highlights 
the time-lagged nature of ESG implementation, 
where long-term engagement can lessen 
conservative reporting requirements, whereas 
current ESG initiatives may increase the need for 
conservatism. The findings align with the theoretical 
frameworks of Resource Dependence Theory, Risk 
Aversion Theory, Critical Mass Theory, and 
Legitimacy Theory, which stress the importance of 
diverse and responsible governance in shaping 
financial reporting behavior. They also support 
Agency and Stakeholder theories, illustrating the 
dual role of ESG as both a transparency mechanism 
and a governance tool to regulate managerial actions 
in stakeholder interests. 

The paper contains useful theoretical and 
practical insights. Theoretically, it helps to 
comprehend the interaction between sustainability-
oriented strategies and the structure of governance in 

impacting the quality of financial reporting. 
Practically, the insights indicate that board 
composition is essential in firms led by ESG. Whereas 
ESG initiatives enhance the reputation of capital and 
ethical standards, gender-diverse boards can be used 
to ensure accountability by advertising more 
responsible financial reporting. Consequently, 
companies are recommended to avoid taking ESG 
and diversity policies as symbolic compliance but to 
consider them as a component of the overall strategy, 
which is expected to enhance governance and the 
quality of financial disclosures.  

This study has practical implications that are 
relevant to regulators, corporate boards, and 
investors. To regulators, particularly in the European 
case with frameworks such as the Corporate 
Sustainability Reporting Directive (CSRD) and EU 
gender quota directives, there is a growing consensus 
that there is a need to do more than merely mandate 
ESG disclosures. Board diversity requirements 
should also be reinforced by regulatory policies 
because the governance structures and sustainability 
initiatives are also interdependent mechanisms that 
jointly enhance accounting quality and develop 
investor trust. ESG and gender diversity should not 
be seen as accountability checklists to corporate 
boards but as strategic tools to facilitate financial 
accountability and transparency. This is especially 
relevant in such industries as finance, energy, and 
consumer goods, where the growth of green finance 
requirements and increased stakeholder attention 
necessitates more robust oversight and risk 
management solutions. Finally, to investors, ESG 
engagement evaluation should be accompanied by 
board composition. A high ESG company but low 
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board diversity could also be exposed to the risk of 
earnings quality and the discretion of the managers. 
Conversely, various leadership systems serve as a 
governance protection, increasing long-term 
accountability and enhancing the credibility of the 
financial reports. 

ESG strategies and board diversity are valid 
considerations in determining the long-term 
financial status and integrity of reporting of any firm, 
where investors need to consider these outcomes as 
a key criterion in determining the longevity of a firm. 
Similarly, policymakers and regulators must not only 
promote the implementation of ESG but also the 
structural factors, i.e., the presence of diverse board 
governance, which makes ESG engagement a 
mechanism to enhance reporting practices. Through 
encouraging diversity thresholds and incorporating 
ESG into regulatory regimes, they will be able to 
promote more transparent, stable, and ethically 
managed capital markets. 

This study provides robust empirical evidence on 
the ESG-conservatism relationship and the 
moderating role of gender diversity; it is not devoid 
of limitations. First, gender diversity is measured by 
the number of female directors on the board, which 
is a basic representation but fails to consider other 
aspects such as tenure, qualification, age, and role, 
etc., in major committees. These elements may have 
a significant effect on the decision-making process. 
This limitation can be overcome by including more 
specific diversity measures and aggregating 
institutional factors in the future to further analyze 
their impact on financial disclosure. Second, the 
analysis is restricted to the listed companies in 
Europe, which limits the generalizability of the 

results to other institutional settings and regimes of 
governance. Therefore, extending the analysis to 
non-European emerging markets or beyond may 
lead to valuable comparisons of the interaction 
between ESG and board diversity under various 
regimes of government and social backgrounds. 
Also, future research can examine the sector 
variability owing to the impact of ESG engagement 
on accounting conservatism, which may vary by 
industry. As an example, companies operating in 
industries of varying regulatory expectations on 
environmental exposure or operational risks may 
experience different stakeholder pressures that 
influence their ESG strategies as well as their 
financial reporting practices. These distinct dynamics 
could impact the interaction of ESG engagement with 
accounting conservatism, making it essential for 
further research to conduct sector-based 
comparisons. Lastly, this paper adopts a quantitative 
approach using panel data and econometric models, 
but incorporating a qualitative technique could offer 
more useful insights into the internal dynamics of the 
decision-making process of boards. Case studies or 
surveys with board members could validate how 
gender-diverse boards may influence the ESG-
conservative financial practices trade-off. 

The given research highlights that not only are 
ESG engagement and gender diversity social 
requirements, but also governance drivers that 
influence accounting behavior. Companies actively 
engaged in implementing sustainability and 
inclusion in their governance systems have a greater 
advantage in providing credible reporting, 
developing the trust of the stakeholders, and creating 
long-lasting value. 

Disclosure Statement: The authors declare that there was no potential conflict of interest. 

Funding: The authors affirm that they have not received any funding for this work. 

Data availability statement: The findings of this research are supported by data that can be provided by the 
respective author on a reasonable request. 

REFERENCES 

Abdelrahman, M., Hemmings, D., & Jaafar, A. (2025). The impact of using tax havens on classification 
shifting: Evidence from public and private UK firms. Journal of Accounting Literature. 
https://doi.org/10.1108/JAL-08-2024-0189 

Almaqtari, F. A., Elmashtawy, A., Farhan, N. H., Almasria, N. A., & Alhajri, A. (2024). The moderating effect 
of board gender diversity in the environmental sustainability and financial performance nexus. 
Discover Sustainability, 5(1). 

Alsaadi, A., Ebrahim, M. S., & Jaafar, A. (2017). Corporate social responsibility, Shariah-compliance, and 
earnings quality. Journal of Financial Services Research, 51, 169–194. 

Al-Sakini, S., & Al-Awawdeh, H. (2015). The effect of accounting conservatism and its impacts on the fair 
value of the corporation: An empirical study on Jordanian public joint-stock industrial companies. 
International Journal of Business and Social Science, 6(7), 210–219. 

https://doi.org/10.1108/JAL-08-2024-0189


7532 HIBA HANI KEISSE & AZIZ JAAFAR 
 

SCIENTIFIC CULTURE, Vol. 12, No 2.1, (2026), pp. 7517-7535 

Arellano, M., & Bond, S. (1991). Some tests of specification for panel data: Monte Carlo evidence and an 
application to employment equations. Review of Economic Studies, 58(2), 277–297. 
https://doi.org/10.2307/2297968 

Arellano, M., & Bover, O. (1995). Another look at the instrumental variable estimation of error-components 
models. Journal of Econometrics, 68(1), 29–51. 

Ashforth, B. E., & Gibbs, B. W. (1990). The double-edge of organizational legitimation. Organization Science, 
1(2), 177–194. 

Atwood, T. J., Drake, M. S., & Myers, L. A. (2010). Book-tax conformity, earnings persistence and the 
association between earnings and future cash flows. Journal of Accounting and Economics, 50(1), 111–
125. 

Ball, R., & Shivakumar, L. (2005). Earnings quality in UK private firms: Comparative loss recognition 
timeliness. Journal of Accounting and Economics, 39(1), 83–128. 
https://doi.org/10.1016/j.jacceco.2004.04.001 

Ball, R., Kothari, S. P., & Robin, A. (2000). The effect of international institutional factors on properties of 
accounting earnings. Journal of Accounting and Economics, 29(1), 1–51. https://doi.org/10.1016/s0165-
4101(00)00012-4 

Basu, S. (1997). The conservatism principle and the asymmetric timeliness of earnings. Journal of Accounting 
and Economics, 24(1), 3–37. https://doi.org/10.1016/s0165-4101(97)00014-1 

Beaver, W. H., & Ryan, S. G. (2005). Conditional and unconditional conservatism: Concepts and modeling. 
Review of Accounting Studies, 10(2–3), 269–309. https://doi.org/10.1007/s11142-005-1532-6 

Bedeir, R. E. (2024). The governing role of board gender diversity on conditional accounting conservatism and 
executive remuneration: Performance-based versus equity-based remunerations. Future Business 
Journal, 10(1). https://doi.org/10.1186/s43093-024-00377-7 

Bonacchi, M., Klein, A., Longo, S., & Strampelli, G. (2022). The effects of credible voluntary disclosures: 
Institutional investor engagement and investees’ ESG performances. SSRN Electronic Journal. 
https://doi.org/10.2139/ssrn.4011957 

Bonacchi, M., Marra, A., & Zarowin, P. (2019). Organizational structure and earnings quality of private and 
public firms. Review of Accounting Studies, 24(4), 1066–1113. 

Bornemann, T. (2018). Tax avoidance and accounting conservatism. SSRN Electronic Journal. 
https://doi.org/10.2139/ssrn.3114054 

Broadstock, D. C., Chan, K., Cheng, L. T. W., & Wang, X. (2021). The role of ESG performance during times of 
financial crisis: Evidence from COVID-19 in China. Finance Research Letters, 38, 101716. 

Chen, C.-W., Sutton, N. K., Yi, B., & Zheng, Q. (2023). The connection between gender diversity and firm 
performance: Evidence from Taiwan. International Review of Financial Analysis, 89, 102763. 
https://doi.org/10.1016/j.irfa.2023.102763 

Christensen, D. M., Dhaliwal, D. S., Boivie, S., & Graffin, S. D. (2015). Top management conservatism and 
corporate risk strategies: Evidence from managers’ personal political orientation and corporate tax 
avoidance. Strategic Management Journal, 36(12), 1918–1938. https://doi.org/10.1002/smj.2313 

De Villiers, C., Jia, J., & Li, Z. (2022). Corporate social responsibility: A review of empirical research using 
Thomson Reuters Asset4 data. Accounting & Finance, 62, 4523–4568. 

DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited: Institutional isomorphism and collective 
rationality in organizational fields. American Sociological Review, 48(2), 147. 
https://doi.org/10.2307/2095101 

Eccles, R. G., Ioannou, I., & Serafeim, G. (2014). The impact of corporate sustainability on organizational 
processes and performance. Management Science, 60(11), 2835–2857. 
https://doi.org/10.1287/mnsc.2014.1984 

El-Bannany, M. (2017). Factors influencing accounting conservatism in banks: The UAE case. Journal of 
Governance and Regulation, 6(2), 14–21. https://doi.org/10.22495/jgr_v6_i2_p2 

El-Habashy, H. A. (2019). The effect of corporate governance attributes on accounting conservatism in Egypt. 
ResearchGate. 

El-Haddad, R. M., & Saad Eldeen, E. M. (2025). The impact of board gender diversity on accounting 
conservatism and the cost of debt: An empirical study on an emerging economy. Alexandria Journal of 
Accounting Research, 9(1), 1–41. 

https://doi.org/10.2307/2297968
https://doi.org/10.1016/j.jacceco.2004.04.001
https://doi.org/10.1016/s0165-4101(00)00012-4
https://doi.org/10.1016/s0165-4101(00)00012-4
https://doi.org/10.1016/s0165-4101(97)00014-1
https://doi.org/10.1007/s11142-005-1532-6
https://doi.org/10.1186/s43093-024-00377-7
https://doi.org/10.2139/ssrn.4011957
https://doi.org/10.2139/ssrn.3114054
https://doi.org/10.1016/j.irfa.2023.102763
https://doi.org/10.1002/smj.2313
https://doi.org/10.2307/2095101
https://doi.org/10.1287/mnsc.2014.1984
https://doi.org/10.22495/jgr_v6_i2_p2


7533 ESG ENGAGEMENT, GENDER DIVERSITY, AND ACCOUNTING CONSERVATISM 
 

SCIENTIFIC CULTURE, Vol. 12, No 2.1, (2026), pp. 7517-7535 

Farrell, K. A., & Hersch, P. L. (2005). Additions to corporate boards: The effect of gender. Journal of Corporate 
Finance, 11(1–2), 85–106. https://doi.org/10.1016/j.jcorpfin.2003.12.001 

Ferdous, L. T., Atawnah, N., Yeboah, R., & Zhou, Y. (2024). Firm-level climate risk and accounting 
conservatism: International evidence. International Review of Financial Analysis, 95, 103511. 
https://doi.org/10.1016/j.irfa.2024.103511 

Ferreira, D. D. M., Dalcero, K., Meurer, S., & Paulo, E. (2022). Environmental, social, and governance (ESG) 
performance and its influence on accounting conservatism. Encontro da ANPAD, XLVI, 2177–2576. 

Francis, B., Hasan, I., Park, J. C., & Wu, Q. (2015). Gender differences in financial reporting decision making: 
Evidence from accounting conservatism. Contemporary Accounting Research, 32(3), 1285–1318. 

Francis, B., Hasan, I., Song, L., & Waisman, M. (2013). Corporate governance and investment-cash flow 
sensitivity: Evidence from emerging markets. Emerging Markets Review, 15, 57–71. 

Freeman, R. E. (2010). The stakeholder approach. In Strategic management: A stakeholder approach (pp. 1–2). 
Cambridge University Press. https://doi.org/10.1017/cbo9781139192675.003 

García Lara, J. M., García Osma, B., & Penalva, F. (2020). Conditional conservatism and the limits to earnings 
management. Journal of Accounting and Public Policy, 39(4), 106738. 
https://doi.org/10.1016/j.jaccpubpol.2020.106738 

Gerged, A. M., Cowton, C. J., & Beddewela, E. S. (2018). Towards sustainable development in the Arab 
Middle East and North Africa region: A longitudinal analysis of environmental disclosure in 
corporate annual reports. Business Strategy and the Environment, 27(4), 572–587. 
https://doi.org/10.1002/bse.2021 

Glover, J., & Xue, H. (2023). Accounting conservatism and relational contracting. Journal of Accounting and 
Economics, 76(1), 101571. 

Gond, J. P., Barin Cruz, L., Raufflet, E., & Charron, M. (2016). To frack or not to frack? The interaction of 
justification and power in a sustainability controversy. Journal of Management Studies, 53, 330–363. 

Hajawiyah, A., Wahyudin, A., Kiswanto, Sakinah, & Pahala, I. (2020). The effect of good corporate governance 
mechanisms on accounting conservatism with leverage as a moderating variable. Cogent Business & 
Management, 7(1), 1779479. https://doi.org/10.1080/23311975.2020.1779479 

Handoyo, S., & Anas, S. (2024). The effect of environmental, social, and governance (ESG) on firm 
performance: The moderating role of country regulatory quality and government effectiveness in 
ASEAN. Cogent Business & Management, 11(1). https://doi.org/10.1080/23311975.2024.2371071 

Hansen, L. P. (1982). Large sample properties of generalized method of moments estimators. Econometrica, 
50(4), 1029. https://doi.org/10.2307/1912775 

Hemingway, C. A., & Maclagan, P. W. (2004). Managers’ values as drivers of corporate social responsibility. 
Journal of Business Ethics, 50(1), 33–44. https://doi.org/10.1023/b:busi.0000020964.80208.c9 

Jaafar, A., & Thornton, J. (2015). Tax havens and effective tax rates: An analysis of private versus public 
European firms. The International Journal of Accounting, 50(4), 435–457. 

Khan, M., & Watts, R. L. (2009). Estimation and empirical properties of a firm-year measure of accounting 
conservatism. Journal of Accounting and Economics, 48(2–3), 132–150. 
https://doi.org/10.1016/j.jacceco.2009.08.002 

Khanagha, J. B., & Parvare, T. (2017). Examining the impact of information disclosure quality and 
conservatism on accounting information of companies listed on the Tehran Stock Exchange. 
International Journal of Economics and Financial Issues. 

Khlifi, S., Boujelbene, M. A., & Chouaibi, J. (2024). The effect of economic, environmental and social 
sustainability performance on accounting conservatism: The moderating role of good corporate 
governance. Review of Accounting and Finance, 23(5), 646–664. https://doi.org/10.1108/raf-08-2023-
0291 

La Porta, R., Lopez-de-Silanes, F., & Shleifer, A. (2006). What works in securities laws? The Journal of Finance, 
61(1), 1–32. 

LaFond, R., & Roychowdhury, S. (2008). Managerial ownership and accounting conservatism. Journal of 
Accounting Research, 46(1), 101–135. https://doi.org/10.1111/j.1475-679x.2008.00268.x 

LaFond, R., & Watts, R. L. (2008). The information role of conservatism. SSRN Electronic Journal. 
https://doi.org/10.2139/ssrn.921619 

https://doi.org/10.1016/j.jcorpfin.2003.12.001
https://doi.org/10.1016/j.irfa.2024.103511
https://doi.org/10.1017/cbo9781139192675.003
https://doi.org/10.1016/j.jaccpubpol.2020.106738
https://doi.org/10.1002/bse.2021
https://doi.org/10.1080/23311975.2020.1779479
https://doi.org/10.1080/23311975.2024.2371071
https://doi.org/10.2307/1912775
https://doi.org/10.1023/b:busi.0000020964.80208.c9
https://doi.org/10.1016/j.jacceco.2009.08.002
https://doi.org/10.1108/raf-08-2023-0291
https://doi.org/10.1108/raf-08-2023-0291
https://doi.org/10.1111/j.1475-679x.2008.00268.x
https://doi.org/10.2139/ssrn.921619


7534 HIBA HANI KEISSE & AZIZ JAAFAR 
 

SCIENTIFIC CULTURE, Vol. 12, No 2.1, (2026), pp. 7517-7535 

Lian, Y., Ye, T., Zhang, Y., & Zhang, L. (2023). How does corporate ESG performance affect bond credit 
spreads: Empirical evidence from China. International Review of Economics & Finance, 85, 352–371. 
https://doi.org/10.1016/j.iref.2023.01.024 

Liu, G. (2024). Accounting conservatism and corporate governance: An examination of the influence on 
financial reporting quality and stakeholder trust. International Journal of Research and Innovation in 
Social Science, VIII(III), 2158–2175. https://doi.org/10.47772/ijriss.2024.803151 

Maiyo, R. K., Cheboi, J., & Limo, P. (2024). Impact of debt composition and accounting conservatism on 
financial distress in emerging markets. Asian Journal of Economics, Business and Accounting, 24(10), 379–
394. https://doi.org/10.9734/ajeba/2024/v24i101535 

Muhammad, H., Paolone, F., & Migliori, S. (2024). Board gender diversity and accounting conservatism: The 
role of corporate social responsibility. Sustainability Accounting, Management and Policy Journal, 16(1), 
107–136. https://doi.org/10.1108/sampj-11-2023-0835 

Mukherjee, S., Wang, S., & Okur, M. R. (2025). Trust, but verify: Managerial ability and conditional accounting 
conservatism. Accounting Horizons. https://doi.org/10.2308/horizons-2023-168 

Mustafa, F. M., Al-Kanani, M. F., Subhe, A., & Hassan, N. F. (2024). Impact of corporate governance on 
accounting conservatism and company performance. Journal of Ecohumanism, 3(5), 559–577. 
https://doi.org/10.62754/joe.v3i5.3923 

Nasr, M. A., & Ntim, C. G. (2018). Corporate governance mechanisms and accounting conservatism: Evidence 
from Egypt. Corporate Governance: The International Journal of Business in Society, 18(3), 386–407. 
https://doi.org/10.1108/cg-05-2017-0108 

Nicolo, G., Zampone, G., Sannino, G., & Tiron-Tudor, A. (2023). Worldwide evidence of corporate governance 
influence on ESG disclosure in the utilities sector. Utilities Policy, 82, 101549. 
https://doi.org/10.1016/j.jup.2023.101549 

Park, H., & Ha, M. (2020). Corporate social responsibility and earnings transparency: Evidence from Korea. 
Corporate Social Responsibility and Environmental Management, 27(3), 1498–1508. 
https://doi.org/10.1002/csr.1922 

Pfeffer, J., & Salancik, G. R. (1978). The external control of organizations: A resource dependence perspective. Harper 
& Row. 

Phuong Hong, N. T., & Tra My, P. T. (2024). Effects of financial characteristics on accounting conservatism of 
listed companies in Vietnam stock exchange. Cogent Business & Management, 11(1). 
https://doi.org/10.1080/23311975.2023.2289199 

Ren, H. (2025). Sustainable development and accounting conservatism. Journal of Corporate Accounting & 
Finance. https://doi.org/10.1002/jcaf.22804 

Saleh, M. W., Alshdaifat, S. M., Shubita, M. F., Mansour, M., & Lutfi, A. (2025). Gender diversity and 
environmental, social, and governance: Unlocking solutions to corporate risk. Business Strategy & 
Development, 8(1). https://doi.org/10.1002/bsd2.70097 

Sayiq, A. H. (2022). Impact of board gender diversity on the level of accounting conservatism: An analysis of 
UK firms. International Journal of Advanced Engineering Research and Applications, 7(12), 197–219. 
https://doi.org/10.46593/ijaera.2022.v07i12.002 

Shabihi, H., Soleymani, A., & Ohadi, F. (2014). Relation between accounting conservatism and the difference 
of real and predicted profit. Kuwait Chapter of Arabian Journal of Business and Management Review, 3(7), 
286–298. https://doi.org/10.12816/0018290 

Slager, R. (2019). One size fits all? A configurational study of collective shareholder engagement on ESG 
issues. Academy of Management Proceedings, 2019(1), 19271. 
https://doi.org/10.5465/ambpp.2019.19271abstract 

Suchman, M. C. (1995). Managing legitimacy: Strategic and institutional approaches. Academy of Management 
Review, 20(3), 571–610. 

Teymouri, M. R., & Sadeghi, M. (2020). Investigating the effect of firm characteristics on accounting 
conservatism and the effect of accounting conservatism on financial governance. Archives of Pharmacy 
Practice. 

Wahyuni, R., Febriyanti, B., Laila, G., Sunaryo, D., & Adiyanto, Y. (2024). Sustainability-based financial risk 
management strategies for long-term resilience: A systematic review. Indo-Fintech Intellectuals: Journal 
of Economics and Business, 4(5), 2625–2639. 

https://doi.org/10.1016/j.iref.2023.01.024
https://doi.org/10.47772/ijriss.2024.803151
https://doi.org/10.9734/ajeba/2024/v24i101535
https://doi.org/10.1108/sampj-11-2023-0835
https://doi.org/10.2308/horizons-2023-168
https://doi.org/10.62754/joe.v3i5.3923
https://doi.org/10.1108/cg-05-2017-0108
https://doi.org/10.1016/j.jup.2023.101549
https://doi.org/10.1002/csr.1922
https://doi.org/10.1080/23311975.2023.2289199
https://doi.org/10.1002/jcaf.22804
https://doi.org/10.1002/bsd2.70097
https://doi.org/10.46593/ijaera.2022.v07i12.002
https://doi.org/10.12816/0018290
https://doi.org/10.5465/ambpp.2019.19271abstract


7535 ESG ENGAGEMENT, GENDER DIVERSITY, AND ACCOUNTING CONSERVATISM 
 

SCIENTIFIC CULTURE, Vol. 12, No 2.1, (2026), pp. 7517-7535 

Wang, C., Xie, F., & Xin, X. (2018). CEO inside debt and accounting conservatism. Contemporary Accounting 
Research, 35(4), 2131–2159. https://doi.org/10.1111/1911-3846.12372 

Watts, R. (2003). Conservatism in accounting - part I: Explanations and implications. SSRN Electronic Journal. 
https://doi.org/10.2139/ssrn.414522 

Whieldon, E., & Hall, L. (2019). It's a proxy season: Investors and companies are facing off over these ESG 
issues. S&P Global. Retrieved January 26, 2023, from https://www.spglobal.com/en/research-
insights/podcasts/it-s-proxy-season-investors-and-companies-are-facing-off-over-these-esg-issues 

White, L. (2019). Study: Female execs generated higher profit, stock price returns than male peers. 
Yang, J., Hemmings, D., Jaafar, A., & Jackson, R. (2022). The real earnings management gap between private 

and public firms: Evidence from Europe. Journal of International Accounting, Auditing and Taxation, 49, 
100506. 

Yu, Z., Farooq, U., Alam, M. M., & Dai, J. (2024). How does environmental, social, and governance (ESG) 
performance determine investment mix? New empirical evidence from BRICS. Borsa Istanbul Review, 
24(3), 520–529. https://doi.org/10.1016/j.bir.2024.02.007 

 

https://doi.org/10.1111/1911-3846.12372
https://doi.org/10.2139/ssrn.414522
https://www.spglobal.com/en/research-insights/podcasts/it-s-proxy-season-investors-and-companies-are-facing-off-over-these-esg-issues
https://www.spglobal.com/en/research-insights/podcasts/it-s-proxy-season-investors-and-companies-are-facing-off-over-these-esg-issues
https://doi.org/10.1016/j.bir.2024.02.007

