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Abstract

This study examines the impact of female directors on the financial performance of family and non-family Jordanian
firms. A sample of 103 Jordanian public firms listed on Amman Stock Exchange for the time period 2009-2015 was
selected. The study had a quantitative approach and used a panel data methodology. The data analysis was conducted
using Ordinary Least Square Regression. ROA and Tobin’s Q were deployed as measurement of financial
performance. The appointment of female directors does not have any significant impact on the financial performance
of family firms. However, with regard to non-family firms, female directors appeared to have a negative impact on
the performance of these firms. The impact of female directors on family firm performance merits further research in
the context of different countries and cultures. Appointments based on qualifications and expertise is more likely to
have a positive impact. Jordan is an under-researched area where the impact of female directors on the firm
performance would merit further research. Differentiating between the impact of female directors on family and
non-family firms would also merit further research, especially in the context of the conditions under which they are
appointed.
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1. Introduction

Boards play an important role in ensuring compliance with corporate governance practices in general, and in
monitoring and advising the top management in particular. Earlier work (e.g. Pandya, 2011; Bonn, Yoshikawa and
Phan, 2004) have focused on the characteristics of board to ensure that the board attains its goals towards achieving
the company success (Al-Matari et al., 2012). Different board characteristics could impact the firm performance,
including board diversity such as gender (e.g., Ferreira, 2015; Parola et al. 2015). According to Hillman et al. (2002)
the diversity of board gender may lead to the formation of a diverse team of skills, professionals and knowledge, and
thus the board of directors has greater capacity to fulfill responsibilities for following up the interests of shareholders.
Reports show that the percentage of female members on the board has increased over time in countries such as the
USA and UK, but remains much lower than the percentage of men (WEU, 2002; USDOL, 2005). In spite of the large
number of studies on this topic, the question on the effects of female directors on the firm performance is ongoing.
Nowadays, gender diversity on corporate board has attracted the attention of both scholars and regulators. In
particular, the UK Corporate Governance Code 2014 provides that “One of the ways in which constructive debate
can be encouraged is through having sufficient diversity on the board... Diversity is as much about differences of
approach and experience, and it is very important in ensuring effective engagement with key stakeholders and in
order to deliver the business strategy” (p.2).

Women’s presence in corporate boards has been increasing in most countries around the world over the last two
decades. According to World Bank Group (2015), the percentage of female on top positions in developed countries is
23 percent and may reach to 30 percent in other countries like Philippines. This is may be due to the Companies Act
in these countries. For example, Norwegian companies were required by law to employ women to at least 40 per cent
of board size (Smith et al., 2006), since 2010 the Finnish government has required companies to have at least one
female on the board. French lawmakers had been working since 2006 on a law that provides quotas for women on
boards. In 2011, the law was approved and states that the public companies should fill at least 40% of their board by
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female directors since 2016 (Nekhili and Gatfaoui, 2013). In Germany, Law requiring at least 30% of board
members at large companies to be female from 2016 (Dauer, 2014).

Unlike its counterparts in the European Union, The UK government has made recommendations rather than
imposing mandatory laws on gender diversity for board level positions. The Davies report (2012) recommends 25%
female representation on the boards of FTSE 100 companies by 2015. Recently, the figures show that female
directorships in FTSE companies have risen from 12% in 2011 to 25% in 2014 (Stern, 2014). Overall, the number of
women on boards across Europe rose to 23% in 2016 from 11% in 2007 (European Commission, 2016). It indicates
that gender diversity is a sensitive mechanism that can leads to better governance and firm performance (Davies
Report, 2012).

In case of Jordan, a report of IFC (2011) shows that among 237 public listed companies in 2012, only 52 firms have
women on their board, which means that about of companies have women in their boards. Female representation on
the Boards of Jordanian companies is therefore quite small, which may in turn be related to cultural factors that deter
the inclusion of women from corporate boards. For example, a study conducted by Scheme (2013) point out that
corporate culture in Jordan appears to limit the growth, development, and advancement of women. However, a
significant number of companies in Jordan are characterised by concentrated ownership, dominated by the family.
Therefore, family female members usually participate in the management of a firm by holding positions such as
chairman of the board of directors and/or senior executive.

1.1 Statement of the Problem

Empirical evidence about the relationship between female members and firm performance are inconsistent and
somewhat inconclusive, especially in developed countries, such as the US, the UK and some European countries.
Similarly, empirical studies in emerging countries including Jordan are limited and sparse. However, some
researchers have empirically supported the value of female directors on a board in terms of problem solving
capabilities, innovation and creativity that improve firm performance (Carter et al., 2003; Erhardt et al., 2003 in the
U.S.; Smith et al., 2006 in Denmark; Nguyen and Faff, 2007 in Australia; Francoeur et al. 2008 in Canada;
Mart fi-Ugedo and Antonio, 2014 in Spain). In parallel, some researchers have argued that where the diversity of a
board increases to include female directors, communication and cooperation between male directors tends to
decrease (Adams and Ferreira, 2009 in the U.S.; Shehata et al., 2017 in the UK). However, this relationship has not
been considered in Jordan, where different cultural factors may influence the impact of female directors.

Moreover, the existing literature has only studied to a limited degree the impact of female board members on family
firm performance (Amore et al., 2014 in Denmark; Menozzi et al., 2015 in Italy; Sarkar and Selarka, 2015 in Indian),
acknowledging that the relationship between female directors and performance for family and non-family firms is an
open question that is need to be investigated further in order to explain the direction of ambiguous relationship
between the female directors and performance of family firms compared to non-family firms. As mentioned earlier,
many of companies in Jordan, dominated by the family, where the founder and/or family members usually possess a
great many shares of the company and often have a significant impact on the management of the company's
operations. Thus, the women who become directors tend to come from powerful families. Founders are appointing
their wives, daughters and sisters in director positions to play an important role in the future of the business.
According to Moore et al. (2005) working in an environment dominated by females, and with a female supervisor
will increase levels of social support, functional independence, and lower levels of depression and family conflict at
work. Further, they argue that women family members’ skills and experiences effectively complement the
owner-manager’s expertise (Moore et al., 2005).

This paper sets out, therefore, to examine the effects of appointing females in the boardroom on firm performance in
Jordan. To the best of our knowledge, this is the first study in Jordan that tried to examine the relationship between
firm performance and females’ presentation in boardroom, as well as the first to differentiate between their impact on
family and non-family Jordanian firms. Accordingly, in this study, we investigate this relation using a sample of 103
companies listed on Amman Stock Exchange (ASE) selected from the service and industrial sectors for the period
that ranging from 2009 to 2015.

1.2 Objective of the Study
This study aims to analyse the impact of gender diversity with Boards of Directors on firm performance in Jordan by:

i.  To investigate the impact of female board member on the financial performance of firms listed in Amman Stock
Exchange.

ii. To investigate if the impact of female board member on family firms differ from their non-family counterparts

Published by Sciedu Press 207 ISSN 1923-4023 E-ISSN 1923-4031



http://ijfr.sciedupress.com International Journal of Financial Research \ol. 11, No. 1; 2020

in Jordan.
2. Literature Review and Hypotheses Development

The Board of directors plays a key role in ensuring the effective monitoring over top management through reducing
agency costs and advising and guide managers toward achieving the company’s success (Brennan, 2006). Therefore,
the participation of the board of directors is a vital part of corporate success. According to Nicholson & Kiel (2007)
the corporate board should not only be involved in a monitoring role, but also work to provide critically needed
resources, such as establishing business connections and contracts, and providing advice to managers. Consequently,
the board of directors is a key link between the corporation and financial and non-financial resources, which are
crucial to corporate performance (Pfeffer, 1972; Pearce & Zahra, 1992). The director offers these resources through
their channels with external firms or obtaining information from important authorities outside the firm (Corbetta &
Salvato, 2004). Thus, enhancing the financial performance of the firm, maximizing the shareholders’ wealth and
assisting in its survival (Pearce & Zahra, 1992; Sing et al., 1986).

2.1 Female Board Member and Firm Performance

Female members on the board are expected to be a source of competitive advantage (Cox and Blake, 1991) as a
result of a positive influence on corporate performance by solving problems (Rose, 2007), and increase resources
like; innovation and creativity (Carter et al., 2003). Further, women directors may also increase the company's ability
to enter markets since they bring more legitimacy to companies and improve the image of the company, as well as
expand the company's understanding of the market (Campbell and Minguez-Vera, 2008). Daily, Certo, and Dalton
(1999) show that 60% of all purchases in the US were purchased by women. Based on this, Daily, Certo, and Dalton
suggest that, for an effective board of directors, a female director must be appointed, because female member is a
sensitive monitor of the market and can take a more realistic approach that can reflect the consumer's point of view.
In this way, there might be a significant impact on the company's performance and shareholder value (Smith et al.,
2006). In this context, a report by Catalyst (2004) using a sample of 353 Fortune 500 firms over the period 1996 to
2000, show that a higher percentage of women on the board attained better performance compared to the firms with a
smaller representation of women on the board.

Adams and Ferreira (2009) argue that the existence of a female on the board has a positive influence on the board
effectiveness through board meeting attendance, involve in monitoring committees, and the sensitivity CEO turnover
to performance. Consistently, Ahern and Dittmar (2012) reported that employing woman directors can limit CEOs’
effect on the boards, and thus reduces the agency costs. Nielsen and Huse (2010) suggest that the female directors
can affect the decision-making culture and the structure of the board, through a high level of development activities,
open discussion, and reduce the conflict among board members. Post and Byron (2015) suggested similar benefits of
the presence of female directors. They were claimed to not only improve corporate performance through more
effective decision-making, but also contribute to gaining legitimacy in the eyes of investors. In general, they
conclude that the presence of female on the boards made a good atmosphere.

Under the agency theory responsibilities, Carter et al. (2003) state that female director’s represent outside directors.
This view is supported by Francoeur et al. (2008), they point out that “female (like external shareholders, ethnic
minorities, and foreigners) often bring a fresh perspective on complex issues, and this can help correct informational
biases in strategy formulation and problem solving”. Similarly, Reguera-Alvarado et al. (2017) stated that a highly
diversity board could serve as a governance mechanism, since a broader range of views could increase the board
independence. Consistent with Adams and Ferreira (2009), suggested that since female board members did not
belong to the “old boys club”, they could more closely correspond to the concept of the independent director that has
been theoretically confirmed.

According to Huse (2007), female members are more involved in playing a vital role in the board compared to their
male colleagues. In addition, some scholars argue that female board members are more likely to discussion issues
(Luoma and Goodstein, 1999), asking questions (Burgess and Tharenou, 2002), demonstrate participatory leadership
and teamwork skills (Bilimoria, 2006), and support their companies to reach the highest ethical standards (Williams,
2003). Bear et al. (2010) supported the argument, point that with the presence of female directors, communication
barriers had been dropped and the voice of the minority had become more assertive.

Previous studies have shown that female board members are better in monitoring the management team and in
evaluating their works (Nielsen and Huse 2010; Srindhi et al. 2011). Further, they are more efficient and transparent
in providing information to all company managers and shareholders (Alves et al, 2015). From an agency theory
perspective, the higher level on monitoring and transparency of information leads to better firm performance.
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From the viewpoint of resource dependency, the source of corporate competitive advantage could be tangible and
intangible resources such as human resources, skills and networks that can add a real value to the firm (Barney,
1991). Supporters of resource dependence view emphasizes that there is a strong relationship between such resources
and business performance (Harrison and Leitch, 1996; Hillman and Dalziel, 2003). According to Arfken et al. (2004),
the female member usually adds complementary skills and new ideas, which makes the board more effective via
better board decisions including more participative discussions. In addition to that, Ibarra (1993) state that women
directors have more diverse networks compared to male directors. Arfken et al. (2004) asserts that female directors
have better knowledge on certain market and consumers than their male counterparts. Finally, female directors
generally have a greater impact on the working style and board procedures that can have beneficial influence on
performance results (Daily and Dalton, 1994).

Contrary to previous that indicated that women member on boards had a positive effect, there was studies that
indicated that the presence of female had negative effect. For example, board members normally include men
exhibiting different leadership behaviours (Fenwick and Neal, 2001). Thus, the existence of female members may (in
certain cultures) limit communication and cooperation among team members (Torchia, Calabroand Michéle, 2015).
Such situations could be more time-consuming and provoke conflicts (Rose, 2007), in particular when the company
is working in a very competitive situation where the ability to communicate and promptly respond to change is an
important matter (Smith et al., 2006).

2.2 Female Board Member and Family Firm Performance

The empirical assessment of female directors in family businesses is relatively new, and the results are still unclear
and need further investigations. Certainly, family firms are interesting and worthy of a thorough investigation by
researchers because of their distinctive qualities and characteristics. Stern (2009) indicates that some of these
qualities in family businesses may give them an edge over “normal” public firm. McVey and Draho (2005) suggest
that underlying this, is that family companies are the result of combining two very different entities, namely the
family and the business. As a consequence, family firms have their own specificities related to their culture and
values, which play a vital part in shaping a firm’s behaviour and corporate decision-making processes. For instance,
the family’s generational vision of survival and the family participation in the establishment of the business drives
family to keep control and deliver the company over to the next generation, rather than viewing the company as a
product to consume during its life time. As a result of a family’s vision towards survival, family firms are more
likely to enhance long-term performance at the expense of short-term returns, since focus on short-term profits could
hinder the ultimate goal of the family, which is deliver the company over to the next generations (Anderson and
Reeb, 2003). This perspective directs family owners to employing their male and female heirs in director positions
better monitoring of management.

One of the issues that must be considered is how the female directors affect the family firm performance and
operation (Songini and Gnan, 2015; Jimaneze, 2009). However, Adams and Ferreira (2009) found that the existence
of female board members improve monitoring and decreases the agency problems in the companies. Nevertheless,
this influence could be either positive or negative depending on their experiences, expertise, and independence. In
context of family firms, Ruigrok et al. (2007) found a significant relationship between gender diversity and family
firms. They argue that females are usually nominated as directors on the basis of family ties. Thus, she serves as
observers and family agents in the company. Salganicoff (1990) stated that women directors provide a unique
contribution to management in family firms. Her conclusion further indicates that females have unique behaviors
toward family business such as loyalty, caring for family members, and sensitivity to satisfy the other needs. The
reason behind this conclusion is based on the study by Belenky (1986) and Gilligan (1982), who argue that females
are concentrated in caring and peacekeeping behaviors. In addition, Cole (1997) report that woman in general is
feeling more happy to be work in family firms for women working in nonfamily firms. Cromie and O’Sullivan (1999)
state that family females prefer to develop their career in family firms rather than outside. Furthermore, Moore et al.
(2005) believes that working in an environment dominated by more females, and with a female supervisor will
increase the level of social support, functional independence, less depression at work and lower level of family
conflict. Further, they argue that women family members’ skills and experiences effectively complement the
owner-manager’s expertise (Moore et al., 2005). Schwartz (1992) found that women directors are more appropriate
for overcoming different forms of conflicts inside family firms, including the conflict with minority shareholders’
interests, in this manner females contributing positively to performance. Additionally, resource dependency
academics suggest that women directors facilitate access to vital resources for the company (Pfeffer, 1972).
Eventually, women family members have valuable business networks and professional skills can positively affect
family firm performance.
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2.3 Hypothesis Development

Empirically, the presence of female members and corporate performance reached mixed results. For instance, using a
sample of 500 Canadian companies from 2001 to 2004, Francoeur et al. (2008) investigate the impact of female
directors on the abnormal returns for companies operating in complex environments. They found that higher
percentage of female directors on the board has a significant positive effect on abnormal returns approximately 0.17%
monthly. They argue that gender diversity leads to more knowledge sources and diverse views that are desirable to
develop and provide suggestion to difficult problems. Similarly, Anderson et al. (2011) state that board diversity
comprises female member has beneficial effects on the performance of complex companies but has a negative impact
on the performance of less complex companies. Smith et al. (2006) studied the impact of women in top management
on firm performance, using a sample of 2500 largest Danish firms during the period 1993-2001, and also found that
the presence of female on boards of directors and among top management team can have a significant positive
influence on performance in particular if female have higher education qualifications. Consistent with earlier studies,
Nguyen and Faff (2007) studied the impact of gender diversity on market performance measure, using a sample of
the 500 largest firms listed on the Australian Stock Exchange for the period 2000 and 2001, and found a positive
association between gender diversity on the boards and Tobin’s Q. They point out that female member play a key
role in keeping up with the board's effectiveness. Vafaei et al. (2012) confirmed these findings, using a sample period
between the year 2005 and 2010 and found a positive relationship between gender diversity on the boards and
Tobin’s Q and ROA. In Spain, Martin-Ugedo and Antonio (2014) also found a positive relationship between the
percentages of female directors, weather high or low and firm value. In a recent study by Green and Homroy (2018)
using a sample of 152 firms drawn from 11 western countries during the period 2004 to 2013, and found that the
presence of women on corporate boards is linked to improving the company’s performance, in particular when
female director is appointed to the main decision-making committees.

These prior studies in Australia, Canada and western countries agree with previous studies in the US. For example,
Carter et al. (2003) and Erhardt et al. (2003) investigated the correlation between the board diversity (gender) and
firm performance using a sample of 638 US firms and 112 US firms respectively, and further found that the presence
of female members on boards positively impact firm performance, particularly ROA, ROl and Tobin’s Q. Both have
argued that US companies with higher proportion of female members on their board increase the effectiveness in
monitoring and control function.

In a recent study by Mart m-Ugedo et al. (2019) using a sample of 1,393 firm-year observations drawn from Italy and
Spain. They found that the presence of female on the board has a positive influence on the performance of Italian and
Spanish companies. Furthermore, Jyothi & Mangalagiri (2019) show that female directors create a positive and
significant impact on the company performance as measured by ROA and Tobin’s Q. They further found that the
relationship becomes stronger if the company belongs to the business group. Likewise, Dang et al. (2019)
investigated the relationship between women directors and performance of firms listed on the S&P 500 over the
period 2004-2015, and found a positive correlation between the presence of females on corporate boards and firm
profitability (measured by the ROA).

Although many studies support the presence of female board member on the board because of its positive effect on
the company's performance, others do not agree on these results, for example, in a recent study, Shehata et al. (2017)
tested the association between board diversity (gender and age) and firm performance measured by accounting
measure, using a sample of 34,798 small- and medium-sized enterprises (SMEs) located in the UK for the period
2005 to 2013. They conclude that each of age diversity and gender diversity have negative impact on firm ROA.
Their findings also suggest that women's inclusion in boards of directors should be carefully observed and should be
based on qualifications and expertise to keep away from the negative impact of financial performance.

In the USA, Adams and Ferreira (2009) also investigated the impact of board diversity, including gender on
governance and performance. They used data from S&P 500 for period 1996 to 2003, and found the negative effect
of female in boardroom on market valuation and operating performance in companies that otherwise have great
protect of shareholders right (strong governance), while has a positive effect in companies have weak governance.
They also highlighted that the higher gender diversity of the board may reduce shareholder value related to additional
monitoring. In the UK, Ahmad et al. (2018) examined the association between female director and performance
using 154 firms listed on the London Stock Exchange of the FTSE 350 Index, and concluded no significant effect on
financial performance. Similar findings were reported by prior studies in Norway and Sedwen. For example, Du
Rietz and Henrekson (2000) found a negative relationship between firms with women on the board and performance.
Examining the Norwegian firms, Bohren and Strom (2010) conclude that the existence of female board membership
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in firms seems to underperform. Finally, a third stream of studies failed to find any significant relationship between
female members and corporate performance (see, e.g. Carter et al., 2010; Chapple and Humphrey, 2014; Farrell and
Hersch, 2005; Randoy et al., 2006; Zahra & Stanton, 1988). Consistent with other studies, Ross (2007) finds the
same results; he argues that female members usually do not have a business background and were likely to follow
male members on the board. Recently, Shabbir (2018) tested the relationship between women on corporate boards
and firm performance measured by market-based measure (Tobin’s Q), using a sample of 271 of Italian companies
listed on the Milan Stock Exchange during 2012-2014. He found that the presence of women on corporate board
does not influence firm performance. Shabbir (2018) argued that nearly two-third of the Italian companies is
family-controlled. Therefore, companies appoint women in the board or for family reasons or just for respecting the
law without taking into account their qualifications and skills.

However, the existing literature has not sufficiently studied the impact of female member on family business boards.
Based on study of 327 Italian family firms during the period 2003 to 2007, Menozzi et al. (2015) suggests that board
diversity in general is an important factor to improve decision-making and positively affect firm performance (ROA).
In particular, the presence of female member on the board reveals the company strongest economic sign. Similarly,
Amore et al (2014), using 2,400 median and large family-controlled firms for the period 2000-2010, and found a
positive significant relationship between female directors and performance of family firms measured by ROA.
Ruigrok et al. (2007) used data from Swiss family firms; found that female directors are closely related to the
company's management through family ties. Lastly, using a sample of Portuguese firms listed on the Euronext
Lisbon exchange between 2002 and 2013. Vieira (2018) suggest that an increase in the percentage of women on the
board can increase family firm performance.

In the light of the above arguments the relationship between female directors and financial performance has been
reviewed in both developed and developing countries. At the same time, however, the impact of gender diversity on
corporate performance remains comparatively under-researched in Middle East countries and in particular, Jordan.
The Jordanian business environment has distinctive features in terms of culture, religion and the structure of
ownership, which differ to a great extent from other countries. These characteristics are expected to have a straight
effect on the board of directors’ practices in Jordanian companies, and thus the results of earlier studies conducted in
developed or emerging countries cannot be generalized to the Jordanian firms’ context. Therefore, this study focuses
on the condition in Jordan. A report of IFC (2015) shows that around 3% of board members in Jordanian companies
are women. Thus, females are usually considered to be a minority group on the boards. That is, the presence of one
or two female directors will not significantly affect corporate performance because their ideas and voices might be
ignored by the male directors (dominant group). Accordingly, female board members are more likely to follow male
members on the board. As such, female directors in Jordan are not expected to improve the firms performance,
instead, they are expected to worsen it especially because they usually do not have any business background and
appointed based on nepotism concerns. Given this, we postulate that the presence of female directors on the boards
of Jordanian firms has no effect on their financial performance. Thus, the following hypothesis becomes:

Hypothesis 1. There is no significant relationship between female board members and Jordanian firms’
performance.

3. Sample and Data

This research employs data that includes board variables, firm characteristics and financial performance measures of
a sample of Jordanian firms listed on the ASE over the period that ranges from 2009 to 2015. The sample covers all
firms that have been part of the ASE during the period. Both family and non-family firms have been included in the
sample of Jordanian companies listed on the Amman Stock Exchange (ASE). Initially, 228 companies were listed on
the ASE as of 31 December, 2015. Consistent with previous studies in the area of corporate governance and
corporate performance (see, e.g., Anderson and Reeb, 2003; Al-Fayoumi et al., 2010 Claessens et al., 2002),
financial companies have been dropped from the sample because they are subject to a strict set of regulations and
different from companies in other sectors (Abed et al., 2012), and their unique features of financial statement and
reporting rules makes these firms incomparable with those of other companies (Chtourou et al., 2008).

After excluding the financial companies, the data used in this study have been subjected to the following criteria:
First, we exclude companies from the sample if any of the independent variables needed for the analysis are missing
from annual reports that obtained either through ASE official website, the SDC archives, the companies' websites or
Thomson One database. Second, companies that did not survive on ASE for less than the study period (2009 to 2015)
were dropped from the sample. This selection procedure reduced the sample from 277 to 103 of 721 firm-year
observations during the period 2009-2015 (representing 77.19 per cent of sample to non-financial firms).
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3.1 Defining Family Firms

Following La Porta et al. (1999) and Claessens et al. (2000), firms are known as family firm in this study if two or
more family members are collectively identified as the largest shareholders of the firm and own at least a 10% equity
stake of the company. However, in some cases the largest owner is just an individual, so we investigate whether
there is another individual with the same family name on the board of directors. In these cases, we can assure that at
least two members of the same family are involved in the company and therefore consider it as being family firm.
Based on this definition, 56 family firms and 47 non-family firms were selected for this study, and provide 392
family firm-year observations.

3.2 Firm Performance Measurements

In this study, we used accounting- based measures such as the Return on Asset (ROA), which is the ratio of net
income divided by the total assets. In addition, market- based measures such as Tobin’s Q, which is the ratio of the
book value of total assets minus the book value of equity, plus the market value of equity to the book value of assets.
Most of the previous studies have used Tobin’s Q and ROA as proxies for corporate financial performance (e.g.,
Anderson and Reeb, 2003; Denis & Denis 1994).

3.3 Control Variables

One of the most important governance mechanisms is the board size. This is because the commitment and
participation of board in company affairs and activities. This variable is included as control variables in our study.
Guest (2009) argues that board has a strong negative impact on profitability. In addition, the negative relation is
strongest for large firms, which tend to have larger boards. This view is opposed from view of Bermig & Frick (2010)
as they provide evidence that there is a positive relationship between board size and Tobin’s Q. Secondly, firm size
has been taken as second control variable. This variable is measured by the natural logarithm of the total assets of a
firm. All variables used in this study are defined in Table 1.

Table 1. Variables definitions

Variables Definitions

FEMBOD The total number of female directors on the board.
ROA (Net Income / Total Assets) <100

Tobin’s Q Market value of the firm / Total assets

FSIZE Log (Total Assets)

BODSIZE The total number of directors on board

4. Methodology

The current study employs a multivariate pooled OLS regression to empirically examine the potential relationship
between female board members and financial performance for both family and non-family firms. . Thus, the
following model has been adopted:

Firm Performance = f (Female board member, Board size, Firm size)
That is,
FP=a + BIFEMBOD + 2BODSIZE + S3FSIZE + ¢

Where, FP is the firm performance measured by either the ROA or Tobin’s Q; ROA, is the return on assets measured
by the net income divided by the total assets, Tobin’s Q is the market value of equity divided by its book value,
FEMBOD is the female presentation on the bard measured by the number of female directors on the board,
BODSIZE, is the size of the board measured by total number of directors on board, FSIZE is the firm size measured
by the natural logarithm of total assets.

5. Findings

5.1 Descriptive Statistics

This section provides the descriptive statistics for the dependent, independent and control variables used to test our
hypothesis. Table 2 is divided into two panels: Panel A shows the mean, min, max and standard deviation values, for
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the full sample variables across the five-year sample period. Whereas Panel B reports the descriptive statistics for
these variables after splitting the full sample into two sub-samples namely, family and non-family sample firms.

As can be seen from Panel A in Table 2, on average, 28% of directors are female members, with a minimum of 0 and
a maximum of 2 members on the board. The report of IFC (2015) shows that among 237 public listed companies in
2012, only 52 firms having women on their board, which means that 3.54 percent of board members in Jordanian
companies are women (World Bank Group, 2015). Therefore, it can be noted that the female representation in
Jordanian companies has been improved. The statistics reveal that the mean board size for the whole sample of the
103 listed Jordanian companies is 8.14, with a minimum of 5 and a maximum of 13 members on the board. The table
also shows that the minimum value of ROA is -17.3% while the highest value is close to 14% with an average of
2.92% for the whole sample. With regards to Tobin’s Q, our figures show that the minimum value of Tobin’s Q is
-0.0128 while the highest value is 0.058 with an average of 0.017 for the overall sample firms. The average of total
assets is 69,260,717, ranging from a minimum of 4,698,481million to a maximum of 176, 578, 43million.

Table 2. Descriptive statistics
Panel A. The full sample

Variables Mean Min Max Std. Dev.
FEMABO 0.282 0 2 0.560
ROA 2.92 -17.3 13.6 5.29
Tobin’s Q 0.017 -0.0128 0.058 0.033
BOSIZE 8.14 5 13 2.201
TA($ Millions) 69,260 4,698 176,578 8758538

Panel B of Table 2 shows that the mean for the board size (BOSIZE) for family firm is slight different from
non-family firms, 7.94 and 8.37 respectively. The reason behind the small size of the board of family firms is that
family firms prefer smaller boards since the individual commitments are subject to dispersion in larger boards (Ward,
1991). The figures also show a difference in the means of female board members between family firms and
nonfamily firms, 31.8% and 24% respectively. The mean differences are statistically significant at the 10% level.
The founders appointing their daughters and wives on the boards might cause the higher FEMABO in family firms.
Since their appointment is consistent with the increased demand for family dominance (Boubaker et al., 2016). Table
(3) also reveals that non-family firms on average are slight larger in size, as measured the logarithm of the total
assets, compared to family firms. The mean difference for non-family firms and family firms are statistically
significant at the 1% level.

Panel B. Independent t-test (family and non-family firms)

Variables Mean Diff-Mean Sig (2Tailed)
Family Firms Non-Family Firms

BOSIZE  7.949 8.379 0.431 0.008**

FEMABO 0.318 0.240 -0.078 0.060*

FSIZE 7.224 7.514 0.290 0.00**

ROA (%) 0.049 0.582 0.533 0.178

Tobin’s Q -0.012 0.532 0.0659 0.00**

5.2 Multivariate Analysis

In all tables, the results are jointly significant at 1%, 5% and 10% of significance. It should be noted that R-squares
for the ROE range from 5% to 38% for family and non-family firms. For family firms, based on both the accounting
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measure (ROA) and the market measure (Tobin’s Q), our findings show that there is an insignificant relationship
between female board members and corporate performance. This finding consistent with our expectation in
(Hypothesis 1), which stated that there is no relationship between female board member and Jordanian firms’
performance. However, our finding is consistent with some studies that also failed to find any significant relationship
between female members and corporate performance (e.g., Carter et al., 2010; Chapple and Humphrey, 2014; Rose,
2007; Randoy et al., 2006; Zahra & Stanton, 1988). In fact, the presence of female members of Jordanian family
boards is relatively low (less than two) compared with male directors, so their impact on the board might be limited.
A possible explanation presented by Bear et al. (2010) was that one single female might face difficulties to get their
ideas heard because minority group members are often ignored. Therefore, Joecks et al. (2013) argued that female
directors may initially affect the company negatively, and not before the board is composed of about 30% of women,
the impact will be reflected and associated with improved financial performance compared to boards that only
consisted of men. They conclude that the high gender diversity on the board has led to benefits for the effectiveness
of the board, but the mere presence of one woman on the board was not varied enough to affect corporate
performance. According to Liu et al. (2013) boards with more than three woman directors have a significant
influence on the performance of a firm.

Table 3. The impact of female directors on firm performance measured by the ROA

ROA

Family Firms Non-family Firms
Variables Coef. P(Sig) Coef. P(Sig)
BOSIZE -0.024 0.021** 0.121 0.786
FEMABO 0.007 0.315 -0.139 0.079*
FSIZE 0.018 0.121 0.382 0.000***

Table 4. The impact of female directors on firm performance measured by Tobin’s Q

Tobin’s Q

Family Firms Non-family Firms
Variables Coef. P(Sig) Coef. P(Sig)
BOSIZE -0.075 0.034** 0.350 0.234
FEMABO -0.406 0.379 -0.377 0.016**
FSIZE 0.087 0.891 -0.096 0.102

Regarding non-family firms, the results show that there is a significant negative relationship between the presence of
female on the board and corporate performance (as measured by the ROA or Tobin’s Q). Based on this finding, the
hypothesis (H1) for non-family firms, which stated that there is no relationship between female board member and
financial performance as measured by ROA or Tobin’s Q, is rejected. However, the findings is consistent with the
results reported by previous studies such as Adams and Ferreira (2009), Bohren and Strom (2010), Shehata et al.
(2017) which conclude that gender diversity have negative impact on firm performance. Their findings also suggest
that women's inclusion in boards of directors should be carefully observed and should be based on qualifications and
expertise to keep away from the negative impact of financial performance.

6. Conclusion

The present paper examines the impact of female directors on the performance of family and non-family Jordanian
firms. For the purpose of this study, we differentiate between family and non-family firms. The firm performance is
measured by two measures, namely the return on assets (ROA) and Tobins Q. Using panel data from 103 Jordanian
public firms over the 2009-2015 periods, the empirical results reveal that, for family firms, female directors do not
have any significant impact on firm performance. Whereas for non-family firms, female directors appeared have a
significant negative impact on the firm performance. This is not surprising because females are usually considered to
be a minority group on the boards of Jordanian firms. That is, the presence of one or two female directors will not
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significantly affect corporate performance because their ideas and voices might be ignored by the male directors
(dominant group). Also, various cultural factors may influence the impact of female directors. For example, the view
of many Jordanians is that the role of women must be limited to family and household and must not extend to the
business world and the workplace. Further, some Jordanian families put enormous pressure on young professional
women, preventing them from working long hours, encouraging them not to take evening shifts, and so on, which
hinders them from taking on more responsibilities and reaching higher management levels. Some professional
women who reach middle management sometimes have to leave their posts because of family or social pressures
(Jordan Department of Statistics 2013).

Rather than providing final conclusion, this study should be considered a useful starting point for further research. It
would be interesting to investigate the involvement of female in the firm more directly through studies based on case
studies, interviews, and questionnaire surveys. This can deepen our understanding of the impact of Jordanian female
directors on issues such as their actual roles and responsibilities in the board.

This finding tells us that it is unwise to assume good performance when Jordanian board comprised of female
directors in the corporate sector. Our findings are useful for various parties, such as regulators and policy makers.
For regulators, this research may contribute to gender representation in policies for boards through imposing laws
and recommendations on gender diversity on the boards, the Jordanian government should induce all firms to appoint
a number of female directors on the board. This regulation would effectively encourage Jordanian listed firms in
appointing female directors. This research also can build awareness on the contribution of women to the firms and
encourage women with good skills and qualifications to be appointed. This research also recommends firms to run
women’s career development programs periodically.

Like all research, this study is subject to limitations that it is important to recognise. First, this study examines only
non-financial firms listed on the Amman Stock Exchange. This limitation reduces the size of the sample from 228 to
103. Thus, the findings of this study cannot be generalised to financial firms. In addition, it is difficult to generalise
to other countries which are dissimilar to Jordan, which has it is own culture and regulations. Therefore, researchers
could usefully make a comparison between firms and countries. Second, the sample period ends in 2015, while
future research could include later periods.
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