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A B S T R A C T

The objective of this study is to explore the quality of financial information of Spanish firms, by comparing
family firms with non-family firms, and relating this quality with corporate governance practices. For this
purpose, a sample of 650 Spanish firms was analysed during the period 2011-2016. Based on agency theory
and socioemotional wealth literature, the results show a higher quality of financial information in family
firms, a relationship which is reinforced by corporate governance factors. Our results are consistent with
the scant previous research, and with the premises of agency theory, which indicate lower asymmetry of
information between owners and managers in the singular context of family firms. Additionally, our work
provides evidence that the participation of women on the board boosts the quality of financial information in
family firms, contributing to the justification of family firm heterogeneity in terms of earnings management.
This study contributes to reducing the gap in the literature on the influence of the family business context
and the influence of women on the board on the quality of financial reporting.

©2020 ASEPUC. Published by EDITUM - Universidad de Murcia. This is an open access article under the
CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).
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El efecto de factores de gobierno corporativo en la calidad de la información
financiera en empresas familiares y no familiares

R E S U M E N

El objetivo del estudio consiste en analizar la calidad de la información financiera de las empresas
españolas, comparando las empresas familiares y las no familiares, y relacionando dicha calidad con las
prácticas de gobierno corporativo. Para alcanzar este objetivo se analizó una muestra de 650 empresas
españolas durante el período 2011-2016. Con base en la teoría de la agencia y en la literatura sobre
la riqueza socioemocional, los resultados muestran una mayor calidad de la información financiera en
las empresas familiares, relación que se ve reforzada por los factores de gobierno corporativo. Nuestros
resultados son consistentes con la investigación previa y con las premisas de la teoría de agencia, que
indican menores asimetrías de información entre propietarios y gestores en el singular contexto de las
empresas familiares. Además, nuestro trabajo proporciona evidencia empírica de que la participación de
las mujeres en el consejo de administración contribuye a la mayor calidad de la información financiera en
las empresas familiares, contribuyendo a explicar la heterogeneidad de las empresas familiares en términos
de gestión del resultado contable. El estudio contribuye a cubrir la brecha que existe en la literatura sobre
la influencia del contexto de empresa familiar y la influencia de la presencia de las mujeres en el consejo
sobre la calidad de la información financiera.
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licencia CC BY-NC-ND (http://creativecommons.org/licenses/by-nc-nd/4.0/).
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1. Introduction

The quality of financial information, taken to be reports
on financial performance that are relevant and can be use-
ful in assisting users in decision-making, has been the sub-
ject of increasing interest (García-Lara et al., 2017; Gavana
et al., 2017). Empirical evidence reveals that the quality of
financial reporting depends on the type of firm or the busi-
ness context (Dechow et al., 2010). Family businesses of-
fer a particularly suitable context for researching this topic.
On the one hand, the family involvement in the firm mitig-
ates conflicts of interest between shareholders and managers
and, consequently, asymmetries that may undermine the pro-
cess of financial reporting (e.g., Prencipe et al., 2011b). On
the other hand, the family dominance over the governance
bodies may lead majority shareholders to increase their be-
nefits to the detriment of minority interests, which may in
turn lead to lower-quality accounting information (Chi et al.,
2015; Razzaque et al., 2016; Torchia & Calabrò, 2016). The
influence of the family firm status on the quality of finan-
cial information remains controversial, and constitutes the
first research gap that this article tries to cover. Moreover,
the quality of financial information can be also influenced by
corporate governance, understood as the “system by which
organisations are directed, monitored and incentivised, in-
volving relationships between owners, the board of direct-
ors, management and supervisory bodies” (Mazzioni et al.,
2016, p. 65). The system of governance of family firms also
seems to present singular characteristics. For instance, the
concentrated position of families and their dominance over
governance bodies may lead to more informal governance
structures, and lesser independence of the administration as
regards the family, which in turn generates uncertainties as to
the effective supervision of managers in relation to discretion-
ary accounting (Aguilera & Crespi-Cladera, 2012; Jaggi et al.,
2009). However, as a consequence of their long-term orient-
ation (Lumpkin et al., 2010), family firms are more sensitive
to image problems and the need to convey an environment
of trust and transparency in outside financial reporting. This
concern for reputation may influence family firms to adopt
singular governance practices and to present higher quality
financial information (Liu et al., 2016). These inconsisten-
cies in the corporate governance of family firms constitute
the second research gap identified.

To contribute to closing the two research gaps above iden-
tified, this study aims to analyse the influence of the fam-
ily firm status on the quality of financial information, and to
research the effect of diverse corporate governance factors
(non-duality between the president and CEO of the family
firm, board size, proportion of women on the board, and size
of the audit firm) on quality of financial reporting of family
firms versus non-family firms. To reach these objectives is
important for two main reasons. First, family firms, defined
as those firms where there is "significant family involvement
or support" (Debicki et al., 2009, p. 152), are the domin-
ant business model across the globe, ranging from 75% to
95% of firms in Western Europe (Lank, 1995; Prencipe et al.,
2014). In Spain, family businesses account for about 90%
of commercial companies and generate about 60% of gross
value added (Instituto de la Empresa Familiar – IEF hence-
forth – 2015). Second, since the crisis of 2008, corporate
governance has been the subject of new concerns, as evid-
enced in codes of conduct, as a way to convey to markets a cli-
mate of trust and transparency in financial reporting (OECD,
2016).

Based on the assumptions of agency theory (Jensen &

Meckling, 1976) and on the socioemotional wealth (SEW)
literature (Gómez-Mejía et al., 2007), this study investigates
both the quality of financial information in family versus non-
family firms, and the influence of governance mechanisms ad-
opted by these firms on the quality of this information. Our
theoretical model is empirically tested with a sample of 650
large Spanish firms. The results show that family firms tend
to present better quality financial information than their non-
family counterparts, and that adoption of governance prac-
tices, such as the existence of non-duality between the pres-
ident and CEO of the firm and the proportion of women on
the board, represents an effective mechanism for family firms
in restricting problems of discretionary accounting.

This study makes at least three contributions to the literat-
ure. First, it adds to the literature on corporate governance
(e.g., Bona-Sánchez et al., 2018), reporting that the adop-
tion of certain practices in governance mechanisms contrib-
utes to substantial improvements in the quality of financial
reporting in family firms, and that the lower independence of
governance bodies in these firms does not appear to hamper
this quality. Second, it contributes to the literature on qual-
ity of financial information (e.g., Cascino et al., 2010; Pren-
cipe et al., 2011b; Torchia & Calabrò, 2016), showing that, in
the context of concentrated ownership, family firms are more
likely than non-family firms to restrict earnings management.
This often leads to increased confidence for users of financial
information when considering how governance bodies affect
accounting policies in both family and non-family firms, as
well as for firms which are considering the effectiveness of
resources applied in the field of governance, namely in the
separation of CEO roles, managerial size and gender diversity.
Finally, our results also have important theoretical implica-
tions for the discussion on the effects of agency and SEW.

The article is structured as follows: after this introduc-
tion, we address the theoretical foundations for the quality
of accounting information and for corporate governance, and
present the research hypotheses. The third section presents
the research methods and describes the sample, the variables
and the theoretical model. The fourth section presents both
the results and robustness analysis. Finally, we discuss the
results, present our conclusions, and propose some sugges-
tions for future work.

2. Theoretical Grounding and Definition of Hypotheses

2.1. Quality of financial information and family firms

Agency theory (Jensen & Meckling, 1976) is strictly fo-
cused on problems rooted in the separation of ownership
and control. According to this theory, conflicts of interest
may emerge between owners and managers if the latter act
in their own interest to the detriment of shareholders (type I
agency problem), as well as between majority and minority
owners, since the former can derive benefits at the expense of
other interested parties (type II agency problem). The char-
acteristics of family firms seem to increase the likelihood that
managers will act in the best interests of shareholders, as
families tend to hold a concentrated position in their firms
and thus have a strong incentive to control their managers
(Demsetz & Lehn, 1985). This reduces the type I agency prob-
lems and, in turn, the manipulation of financial reports (Tong,
2007). However, majority family ownership and its domina-
tion over the composition of the board of directors can bring
private benefits to the family to the detriment of the interests
of minority owners, generating the type II agency problems
(Paiva et al., 2019).



J.M. Capela-Borralho, D. Gallardo-Vázquez, R. Hernández-Linares, I. Choban de Sousa Paiva/Revista de Contabilidad Spanish Accounting Review 23(2)(2020) 167-179 169

The literature based on listed firms suggests that type I
agency problems are less acute in family firms and result in
better quality financial reporting practices in samples from
firms in countries such as the United States, Canada, Eng-
land and Italy (Ali et al., 2007; Cascino et al., 2010; Jira-
porn & DaDalt, 2009; Landry et al., 2013; Prencipe et al.,
2011b; Wang, 2006). However, some studies conducted in
emerging economies, such as Thailand or China, have ob-
served contrasting results, suggesting that family firms face
more serious type II agency problems than non-family firms.
Majority family control combined with potentially fragile cor-
porate governance structures places founding families in an
extraordinarily powerful position for extracting private gains
at the expense of other minority owners (Ding et al., 2007,
2011). The discrepancy of results seems to indicate that the
interpretation of the quality of financial information in fam-
ily firms may depend on the country and other characteristics
of family firms (Ferramosca & Allegrini, 2018; Gavana et al.,
2017; Jara & López, 2014).

Studies based on Italian firms with concentrated owner-
ship have shown that quality financial information occurs at
the highest levels of family participation, as at lower levels
the family has no power to act opportunistically (Ferramosca
& Allegrini, 2018). This quality is reinforced by the mod-
erating role of the family when senior management has ex-
perience and knowledge such that interests and benefits are
aligned and lead to manager performance benefitting the or-
ganisation (Ferramosca & Allegrini, 2018).

As in other countries from Continental Europe (Cascino et
al., 2010; Prencipe et al., 2011b; Torchia & Calabrò, 2016),
in Spain, both family and non-family firms have a concen-
trated ownership structure (Claessens & Tzioumis, 2006).
Therefore, the type I agency problem may be attenuated in
family firms given the lower agency costs between sharehold-
ers and managers. Moreover, this ownership concentration
is often linked to higher stability in management positions,
mostly assigned to the family or to its trusted representat-
ives (Prencipe & Bar-Yosef, 2011a). This seems to benefit
the long-term interests of the family business and its differ-
ent stakeholders (minority shareholders included), mitigat-
ing type II agency problems (Ferramosca & Allegrini, 2018;
Torchia & Calabrò, 2016) and thus enabling a higher qual-
ity of accounting information. In addition, unlike non-family
firms, family businesses are willing to sacrifice part of their
financial wealth in favour of maintaining their SEW, defined
as those “non-financial aspects of the firm that meet the fam-
ily’s affective needs, such as identity, the ability to exercise
family influence, and the perpetuation of the family dynasty”
(Gómez-Mejía et al., 2007, p. 106). Family firms tend to be
concerned for the long-term value of their companies, and
for maintaining their reputational capital. Hence, they tend
to avoid earnings management practices, since such practices
could be considered detrimental to the future of the company
(Martin et al., 2016). All the above arguments lead us to pro-
pose that family firm status boosts the quality of financial
information. We formally propose the following hypothesis:

H1: Family firm status is positively associated with
the quality of financial information compared to non-
family firms.

2.2. Quality of financial information and corporate gov-
ernance

The literature on listed firms reports that dispersed own-
ership structure and other government measures positively
influence the quality of financial information (Alves, 2011,

2014; Bona-Sánchez et al., 2018; Callao-Gastón et al., 2008).
However, this topic is under-researched in the family busi-
ness context. Hence, we propose researching how different
factors related to corporate governance influence the quality
of accounting financial information in family firms. In partic-
ular, we focus on studying four corporate governance-related
factors: the existence of non-duality between the president
and CEO of the family firm, the board size, the proportion of
women on the board, and the size of the audit firm.

In corporate governance, the board of directors is the ul-
timate decision-making body and is the liaison for guiding
and supervising management’s relationship with stakehold-
ers, including the financial reporting process (CNMV, 2015;
Cohen et al., 2002; Torchia & Calabrò, 2016). Consequently,
it constitutes a key mechanism for aligning interests between
shareholders and managers, by reducing information asym-
metries and improving the quality of financial information
(Callao-Gastón et al., 2008; Monterrey-Mayoral & Sánchez-
Segura, 2008; Torchia & Calabrò, 2016). To complement
these studies, and considering that family governance dif-
fers from non-family firms’ governance (Aguilera & Crespi-
Cladera, 2012; Jaggi et al., 2009; Liu et al., 2016), we first
analyse to what extent accounting information is influenced
by CEO non-duality. CEO non-duality consists of separating
the CEO’s responsibility for strategic functions from those of
the board of directors. The fact that the same person exer-
cises the functions of CEO and president leads to a concen-
tration of power and thus the level of supervision of the ad-
ministration tend to be reduced, due to the accumulation of
duties and significant influence on the administrative bod-
ies, which impedes the effectiveness of control mechanisms
in alignment of interests (Torchia & Calabrò, 2016). In this
scenario, effective supervision by the board may be comprom-
ised in view of the CEO’s ability to dominate and restrict in-
formation from the board, and single leadership may create
constraints on the remaining board members’ ability to raise
difficult or critical issues or make correct judgments (Liu et
al., 2016). Some studies have argued that duality may con-
tribute to lower quality financial information (Dunn, 2004;
Monterrey-Mayoral & Sánchez-Segura, 2008), whether re-
lated to earnings management (Davidson et al., 2004) or in
information dissemination indexes (Liu et al., 2016; Torchia
& Calabrò, 2016). All these arguments lead us to believe
that the separation of the CEO’s functions from those of the
chairman of the board of directors contributes to higher qual-
ity financial information in family firms. Hence, we formally
propose the following hypothesis:

H2a: The existence of non-duality between the presid-
ent and CEO of the firm is positively associated with
the quality of financial information in family firms.

The size of the board can also cause constraints on finan-
cial reporting (Monterrey-Mayoral & Sánchez-Segura, 2008),
since a smaller size will not allow adequate management
supervision and a larger size may create inhibitions regard-
ing strategic decisions (Caravaca-Sánchez et al., 2012). The
smaller size of the board may lead to better quality finan-
cial information, given the low level of dispersion of respons-
ibilities regarding management control (Torchia & Calabrò,
2016). However, contrary arguments consider that the size
of the board will be directly related to the size of the firm,
since a larger size of company may generate greater com-
plexity, leading to the requirement of a larger board, with
its members having some specialisation with a view to facil-
itating supervisory mechanisms. Based on these arguments,
Monterrey-Mayoral & Sánchez-Segura (2008) found a posit-
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ive association between board size and the quality of financial
information. Thus, in line with previous studies, we state a
new corporate governance-related hypothesis as follows:

H2b: The size of the board of directors is positively
associated with the quality of financial information
in family firms.

Gender diversity is one of the most recent concerns of the
Code of Conduct in Spain after the change in 2015, which is
mandatory for listed firms. However, the link between the
presence of women on board and quality of financial inform-
ation remains controversial (Arun et al., 2015; Damak, 2018;
Gallego-Álvarez et al., 2010). Literature reports that women
are more professionally ethical and less likely to act immor-
ally, because they are more sensitive to the risk of loss of
reputation and of lawsuits (Gull et al., 2018). On the basis
of these arguments, gender complementarity would lead to
better quality financial reporting in firms which have greater
representation of women on the board of directors (Arun et
al., 2015; Damak, 2018; Gull et al., 2018). In addition, lower
levels of earnings management were found in firms in coun-
tries where concern with the theme of gender diversity is
highest (Kyaw et al., 2015). Thus, the representation of wo-
men on the board of directors may be associated with better
governance practices, aspects which may influence internal
control systems and consequently the quality of financial in-
formation (Adams & Ferreira, 2009; Caravaca-Sánchez et al.,
2012; Gallego-Álvarez et al., 2010; García-Lara et al., 2017;
Pucheta-Martínez et al., 2018). In line with the above ar-
guments, the following research hypothesis can be formally
stated:

H2c: The proportion of women on the board of dir-
ectors is positively associated with the quality of fin-
ancial information in family firms.

In the field of external monitoring, research reports that
larger auditors (Big 4 – KPMG, EY, PWC, and Deloitte) are
more likely to restrict earnings management in listed firms
as a way of maintaining their independence (Jara & López,
2007; Kim et al., 2003). However, for unlisted firms, it
is considered that larger auditors lower the risk of litiga-
tion and loss of reputation (Cano-Rodríguez et al., 2016),
and therefore are not associated with higher audit quality
in these firms (Park, 2015). Although the results of research
remain inconclusive, empirical evidence seems to show that
earnings management in unlisted firms happens in clients of
both Big 4 companies and non-Big 4 clients (Cano, 2007)
and that the higher audit quality carried out by the Big 4
will be more likely to occur when litigation risk increases,
which is associated with publicly traded companies and with
dispersed shareholder ownership (Tendeloo & Vanstraelen,
2008). Thus it is expected that the risk of litigation will
be lower in family firms, given the concentration of owner-
ship. Therefore, in line with other studies (Aguilera & Crespi-
Cladera, 2012; Desender et al., 2014), we do not associate
higher quality financial information with larger audit firms,
leading to the formulation of the following research hypo-
thesis:

H2d: The size of the audit firm is negatively associ-
ated with the quality of financial information in fam-
ily firms.

2.3. Quality of financial information and corporate gov-
ernance: family firms vs. non-family firms

The commitment of families with their wealth invested
in the firm leads to relationships based on trust being es-
tablished, bonds of loyalty being created among employees
and a collective culture based on family values which allows
them to obtain competitive advantages in identifying and sat-
isfying the needs of their clients (Samara & Arenas, 2017;
Zahra et al., 2004). Family firms are more sensitive to as-
pects of corporate reputation because of the closer associ-
ation of the firm with the family name, especially in the case
of incorporated or inherited firms compared to acquired firms
(Pazzaglia, et al., 2013; Stockmans et al., 2013). In addi-
tion, family firms are often concerned with the perpetuation
of the family dynasty (Gómez-Mejía et al., 2007), which im-
plies transferring a healthy firm to the family’s heirs, and con-
stitutes an additional reason for caring about outside visibil-
ity and reputation (Deephouse & Jaskiewicz, 2013; Paiva et
al., 2019), given that reputation constitutes an intangible as-
set associated with value creation, which is expected to yield
better returns (Gómez-Mejía et al., 2014; Villalonga & Amit,
2010). Corporate reputation is influenced by the informa-
tion provided by firms to the outside, the effect of which may
harm the firm’s image if the information is considered uneth-
ical, driving away the interest of investors and backers and
increasing the vigilance of authorities (Brammer & Pavelin,
2004; Yang, 2010). However, if the information is considered
to be of higher quality, this reduces asymmetries with stake-
holders, increasing interested parties’ confidence levels and
bringing potential beneficial effects for the firm and markets
(García-Sánchez & Martínez-Ferrero, 2016). Therefore, con-
sidering the long-term perspective of family firms and the
need for reputation as a way of transmitting wealth to future
generations (Chen et al., 2008), and bearing in mind that
family and non-family firms have different governance prac-
tices (Aguilera & Crespi-Cladera, 2012) with family taking
a role in decision-making bodies, we propose the following
research hypothesis:

H3: The relationship between characteristics of cor-
porate governance and the quality of financial in-
formation is stronger in family firms than in non-
family firms.

3. Methods

3.1. Population and sample

The population for our study was selected from the SABI
(Sistema de Análisis de Balances Ibéricos – System of Iberian
Balance Sheets) database, which has been used by other fam-
ily business studies (e.g., Hernández-Linares et al., 2018a;
Terrón-Ibáñez et al., 2019). Our target firms were limited to
large firms, similar to other studies (Arnedo et al., 2007), and
in particular to firms with a business volume of more than
€100,000,000 in 2015. Of the firms selected, we eliminated
those related to the financial and insurance sector, as is com-
mon in this type of studies (Cascino et al., 2010; González &
García-Meca, 2014; Pazzaglia et al., 2013), as well as firms
that do not have values for all indicators in the model. A
total of 3,887 observations (1,427 family firm and 2,460 non-
family firm observations) were finally obtained (9% of them
corresponding to listed firms), in the 6-year period of ana-
lysis, from 2011 to 2016.

Table 1 shows the main characteristics of the sample. The
weight of family firms in the sample is 36.7%, which is con-
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sistent with previous studies (e.g., 39.15% reported by Claes-
sens & Tzioumis, 2006), but is lower than the most recent
data published by the IEF (2015). This difference may be
associated with the larger size of the firms included in our
sample.

Table 1
Observations by activity sector

 

 

3.2. Variables

3.2.1. Dependent variable

We used the discretionary accruals metric, laid out in the
models of Jones (1991) and Kothari et al. (2005), as a meas-
ure of earnings management, a notion introduced by Schip-
per (1989) and developed by García-Osma et al. (2005).
This is a question of any deliberate practice by managers with
opportunistic and/or informative purposes in presenting the
level of desired results; thus, by an inverse process we ob-
tain an approximation of the quality of accounting informa-
tion, in line with other studies (Stockmans et al., 2013). We
chose the discretionary accruals method as it is more consist-
ent with the accruals method, on which managers can exer-
cise discretionary accounting (Pereira & Alves, 2017). The
aim of the models used is to separate the expected compon-
ent of accounting results that have not yet resulted in cash
flow from the unexpected component, which is interpreted
as earnings management (Dechow et al., 1995; Jara & López,
2007).

3.2.2. Independent variables

Family firm (FAMILY). Given the absence of a database of
family firms in Spain, we classified family firms based on
the information available in the SABI database. We adopted
the procedure defined by Rojo-Ramírez et al. (2011), and
corroborated as effective by several studies (e.g., Diéguez-
Soto & López-Delgado, 2018; López-Delgado & Diéguez-
Soto, 2015). This procedure establishes two requirements:
(1) a concentration of capital of more than 50% belonging to
a family, natural person or legal entity; and (2) the same sur-
name among members of the board of directors or majority
shareholders. Thus, the variable FAMILY is a binary variable
that assumes values of 1 or 0, according to whether the firm
is classified as family or not (Ali et al., 2007; Sue et al., 2013;
Vieira, 2016).

Non-duality of the CEO (N-DUAL). This variable identifies
whether the CEO’s functions are separate from those of the
chairman of the board of directors. Thus, if these functions
are performed by different people, the N-DUAL variable as-
sumes a value of 1, and 0 otherwise (Monterrey-Mayoral &
Sánchez-Segura, 2008).

Size of the board (SIZE-B). This variable is calculated by
dividing the number of managers by the logarithm of the
total assets (Anderson & Reeb, 2003; Monterrey-Mayoral &

Sánchez-Segura, 2008), which allows us to consider the size
of the firm along with the number of board members.

Gender. This variable corresponds to the representation of
women on the board of directors, and is measured by dividing
the number of women by the total number of members of this
body (Gull et al., 2018; Kyaw et al., 2015).

Audit quality (AUD). This quality is analysed via the size of
the audit firm (Big 4), with the variable is assigned a value
of 1 if the firm is audited that year by a Big 4 company rather
than other auditors, in which case the variable is coded as a
value of 0 (Jara & López, 2007).

3.2.3. Control variables

First, we controlled for the size (SIZE), because larger
firms are subject to greater regulation and control by the
scrutiny of financial analysts and are expected to have more
advanced internal control systems, which reduces the possib-
ility of earnings management practices (Paiva et al., 2019;
Sánchez-Ballesta & García-Meca, 2007). We used the as-
set logarithm to measure this variable (Cascino et al., 2010;
Paiva et al., 2019). Second, we controlled for indebted-
ness (LEV), because the most indebted firms are subject to
rigorous analysis by creditors, and therefore have a greater
propensity to report higher quality financial information
(Pazzaglia et al., 2013), as well as a higher propensity to
manipulate unexpected accounting results in order to avoid
disclosure to backers (González & García-Meca, 2014; Paiva
et al., 2019). Specifically, indebtedness is measured as the
ratio of total liabilities to total assets. We then controlled for
return on assets (ROA), measured as the quotient between
operating result and total assets, because low levels of prof-
itability seem to be associated with higher levels of earnings
management (Ali et al., 2007; Kothari et al., 2005). This,
however, may not be the case, either because the desired level
of performance has already been achieved or because man-
agers wish to convey improvements in performance (Leuz et
al., 2003). Fourth, we controlled for cash flow from opera-
tions (CFO), establishing the relationship between this vari-
able and total assets, because firms with higher levels of cash
flow and greater variability in accounting results are more
likely to carry out earnings management (Paiva et al., 2019).
The fifth control variable is the age of firm (Age), measured
as the number of years from its inception to the year of ob-
servation (Hernández-Linares et al., 2018a; Michelon & Par-
bonetti, 2012). We controlled for this variable because lit-
erature has suggested that earning management might de-
pend on firm age (e.g., Stockmans et al., 2013). Sixth, we
controlled for the intensity of intangible assets (INTANG),
via the relation between the value of intangible assets and
the total assets (Cascino et al., 2010; Moura et al., 2014).
According to these authors, the fact that firms seek greater
competitiveness leads to assets associated with greater in-
formation requirements being intensified, given the greater
risk associated with this undertaking. In addition, we con-
trolled the effect of being a listed or a non-listed firm (Lis-
ted), through a binary variable that has a value of 1 if the
firm is listed and 0 otherwise. The greater demand on listed
firms in their financial information leads to the belief that
they present higher quality financial information (Arnedo et
al., 2007). Eighth, we controlled for the effect of the 2008
crisis period in Europe on earnings management, introducing
a dummy variable (Crisis) for the period of 2011 and 2012
(Miralles-Quirós et al., 2017). Given the acute economic and
financial crisis experienced in this period in the Iberian Pen-
insula, a positive relationship with discretionary accruals can



172 J.M. Capela-Borralho, D. Gallardo-Vázquez, R. Hernández-Linares, I. Choban de Sousa Paiva/Revista de Contabilidad Spanish Accounting Review 23(2)(2020) 167-179

be expected. Finally, and in line with other researches on the
quality of financial information (Cascino et al., 2010; Paiva
et al., 2019), we controlled for the activity sector effect via
binary variables (Industry) which have a value of 1 if the ob-
servation belongs to a given sector and 0 otherwise.

3.3. Measurement of the quality of financial information

We used discretionary accruals as an approximate meas-
ure of the quality of financial information (Cascino et al.,
2010; Gavana et al., 2017; Mazzioni et al., 2016; Moura et
al., 2014; Silva & Costa, 2017) measured by Jones’ modi-
fied model (Dechow et al., 1995) in its cross-section version,
which is estimated by activity sector and year. This model has
been used in recent studies (Arun et al., 2015; Ferramosca &
Allegrini, 2018; García-Lara et al., 2017). The application
of the model, presented in equation (1), consists of calcu-
lating total accruals via the difference between the result of
the period before outstanding items and cash flow from op-
erations for each firm-year. Thus, in the absence of earnings
management, the increases/decreases in net current assets
will correspond to the part of the period result which has not
yet originated cash flow:

TAi,t/ASTi,t−1 = α/ASTi,t−1 + β(∆SALESi,t −
∆C LI EN TSi,,t)/ASTi,t−1+µINV ESTi,,t/ASTi,t−1+
ϵi,t (1)

Where i = number of firms (1 to 650); t = year (2011
to 2016); TA = total accruals (period results – cash flow
from operations);∆SALES -∆CLIENTS= change in turnover
(turnover t - turnover t-1), deducted from the change in cli-
ents (clients t - clients t-1); INVEST= tangible and intangible
fixed assets; AST = assets from the previous year; and finally
i,t = residues of firm i, in period t, which represent discre-
tionary accruals.

In order to corroborate the results obtained, we also ap-
plied Jones’ modified model adjusted for ROA (Kothari et
al., 2005), which is estimated by equation (2), by year and
activity sector. This model corresponds to a modification put
forward by Kothari et al. (2005) to Jones’ modified model
(Dechow et al., 1995), based on the assumption that discre-
tionary accruals are correlated with the firm’s current and
past performance. Reguera-Alvarado et al. (2015) analysed
the model and observed that it is effective in the context of
Spanish firms, reducing the potential specification problems
of Jones’ modified model (Dechow et al., 1995) for firms with
extreme financial performance.

TAi,t/ASTi,t−1 = α/ASTi,t−1 + β(∆SALESi,t −
∆C LI EN TSI ,,t)/ASTi,t−1+µINV ESTi,,t/ASTi,t−1+
wROAi,t/ASTi,t−1 + ϵi,t (2)

To control variable heteroscedasticity problems, we pro-
ceeded to the determination of discretionary accruals, divid-
ing all the values of the variables of equations (1) and (2) by
the corresponding value of the previous year’s assets.

3.4. Research model

We tested the hypotheses defined by using a multiple lin-
ear regression (ordinary least squares – OLS) (Cascino et al.,
2010; Paiva et al., 2019; Prencipe et al., 2011b), where the
dependent variable is the discretionary accruals module as an
inverse measure of the quality of financial information, and
the independent variables are family, non-duality (N-DUAL),
size of board of directors (SIZE-B), gender and size of the

auditing firm (AUD). The variables of firm size (SIZE), in-
debtedness (LEV), profitability (ROA), cash flow (CFO), age,
asset intangibility (INTANG), being listed, crisis years (Crisis)
and sector (Industry) are control variables, as shown in the
following model:

DA= α+β1 FAM I LY+β2 N−DUAL+β3 SI Z E−B+
β4 Gender+β5 AUD+β6 SI Z E+β7 LEV+β8 ROA+
β9 C FO + β10 Age + β11 IN TANG + β12 Listed +
β13 C risis+ β14 Indust r y + ϵ (3)

The relationship between the dependent variable and the
type of firm allows us to see if family firms present higher
quality information compared to non-family firms (Hypo-
thesis 1), while the association between the same dependent
variable and the variables related to corporate governance
aim to ascertain if governance-related factors lead to reinfor-
cing that quality, in the first phase in family firms (Hypotheses
2a to 2d) and finally, in the second phase comparing family
and non-family firms (Hypothesis 3).

4. Results

4.1. Descriptive statistics

The quantitative variables used in the research are presen-
ted in Table 2, which shows that the measurements of de-
pendent variable values, discretionary accruals determined
by Jones’ modified model (Dechow et al., 1995) – DA (J) and
Jones’ modified model for ROA (Kothari et al., 2005) – DA
(K) are lower for family firms than non-family, and had stat-
istically significant difference in the means. In the remaining
variables, there are also differences, and it should be noted
that family firms are smaller, have higher average seniority
and have lower levels of cash flow from operations.

Table 2
Descriptive statistics for dependent and independent variables

 

***p < 0.01; **p < 0.05; *p < 0.1

The frequency of the qualitative variables is presented in
Table 3, where, essentially, the distribution between family
firms (36.7%) and non-family firms (63.3%) can be seen, as
well as the greater expression of CEO duality at the level of
family firms, which have a larger proportion of smaller aud-
itors.

Table 4 shows the correlation matrix, which reveals that
the degree of correlation between the independent variables
is not high, since the coefficients obtained are lower than
0.6, under the recommended threshold of 0.65 (Tabachnick
& Fidell, 2012).
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Table 3
Frequency of qualitative variables

 

 

***p < 0.01; **p < 0.05; *p < 0.1

4.2. Multivariate analysis

The results of linear regression are shown in Table 5. Ini-
tially we only analysed the control variables for the whole
sample (column 1) and then the significance of the family
variable also for the whole sample (column 2). Subsequently,
we separated the sample into the family (columns 3 and 4)
and non-family firms (columns 5 and 6), with the respect-
ive results presented for control variables and for variables
related to governance.

As can be seen, the model is significant for an acceptance
level of 0.05, with a low degree of explanation when the total
sample is analysed only with the control variables (6.7%).
This is substantially increased in family firms with the con-
trol variables (14.4%) and when governance variables are
introduced (16.9%). Other research that followed this model
obtained close or lower levels of explanation (Cascino et al.,
2010; Paiva et al., 2019).

As can be seen from the results in column 2, the family
variable has a strong negative statistical association with the
quality of financial information (β = -1.228, p < 0.01), lead-
ing to lower discretionary accruals in family firms. This res-
ult confirms the first research hypothesis, showing evidence
of better quality financial information in family firms than
non-family. Our results are in line with previous literature
(Cascino et al., 2010; Jara & López, 2014; Prencipe et al.,
2011b; Stockmans et al., 2010).

Regarding the research hypotheses related to governance
mechanisms, the results show a negative significance
between earnings management and the CEO non-duality
variable (β = -0.970, p < 0.01), supporting hypothesis 2a,
which proposed that the existence of non-duality between
the president and CEO of the firm would be positively as-
sociated with the quality of financial information in family
firms. Our results indicate that management independence
and supervision lead to better quality financial information,
consistent with previous studies (Alves, 2011, 2014; García-
Osma, 2008; Monterrey-Mayoral & Sánchez-Segura, 2008).
However, hypothesis 2b, which proposed that the board size
would be positively associated with the quality of financial
information in family firms, was not supported (β = -0.200;
n.s.) although the sign of the variable is consistent with our
initial expectations. Although bigger boards seem to promote
the quality of financial information (Alves, 2011; Monterrey-
Mayoral & Sánchez-Segura, 2008), and considering that the
mean size of boards in family and non-family firms are very
similar (6.64 and 6.65 members, respectively), we think that
in the family business context, this effect may be neutralized
by the higher sensitivity of family firms to aspects of corpor-
ate reputation (Berrone et al., 2010; Martin et al., 2016).
In family firms there is a lower proportion of external mem-

bers on boards than in their non-family counterparts (Jaggi
et al., 2009; Prencipe & Bar-Yosef, 2011a; Stockmans et al.,
2013), and although the bigger board size allows the com-
pany to include more family members on the board, this
may not influence the quality of their accounting informa-
tion. That is, given that family members often represent a
high proportion of the board members both in bigger and
smaller boards, the concern of family for avoiding damage
to the corporate reputation may not be higher in compan-
ies with bigger board size. Despite this, the size of the board
of directors revealed a positive statistical association with the
quality of financial information in non-family firms, similar to
findings from Monterrey-Mayoral & Sánchez-Segura (2008).
Hypothesis H2c proposed that the proportion of women on
the board of directors would be positively associated with
quality of financial information in family firms. Our results
support this hypothesis (β = -0.028, p < 0.01). This result
seems to corroborate that women are associated with best
practices in corporate governance (García-Lara et al., 2017)
and that the presence of women on the board of directors of
Spanish firms favours correctness and good governance prac-
tices, with a positive effect on the quality of financial inform-
ation (Caravaca-Sánchez et al., 2012). Finally, the variable
of the size of auditor shows a positive statistical significance
(β = 1.227, p < 0.01), supporting hypothesis 2d, which es-
tablished that the size of the audit firm would be negatively
associated with the quality of financial information in family
firms. Our results, hence, reveal that non-Big 4 audit firms
are associated with a higher quality of financial information.
This result is contrary to the idea that the Big 4 are often
associated with a higher quality of auditing (Jara & López,
2007), due to their higher resources and their higher inde-
pendence as a consequence of their broader client portfolio,
although this will depend on reputational and litigation risk
(Cano, 2007; Tendeloo & Vanstraelen, 2008). This risk seems
to be lower in non-listed companies (Tendeloo & Vanstraelen,
2008) and especially in family firms due to the smaller asym-
metries of information and smaller agency costs (Prencipe et
al., 2011b). Our results, hence, are consistent with the size
in the sample of unlisted firms (Cano, 2007; Tendeloo & Van-
straelen, 2008) given that smaller conflicts of interest occur
in these family firms (Ali et al., 2007; Cascino et al., 2010;
Jiraporn & DaDalt, 2009; Landry et al., 2013; Prencipe et al.,
2011b; Wang, 2006) and there will be less motivation for
hiring a Big 4 audit firm. Indeed, the Big 4 are hired by the
51.6% of family firms versus 81.1% of non-family firms, a dif-
ference that has been pointed out by previous studies (Kvaal
et al., 2012).

To examine hypothesis 3, and in line with other stud-
ies (e.g., Zahra et al., 2004), we used the Chow test
(Chow, 1960) to determine the significance of the differences
between sub-samples of family (column 4) and non-family
firms (column 6). The result obtained from this test sup-
ports hypothesis 3, which established that the relationship
between the characteristics of corporate governance and the
quality of financial information would be stronger in fam-
ily firms (change of 2.5% in R2) compared to non-family
(change of 0.7% in R2). We also compared the coefficients
of governance variables for each pair of equations and found
that the statistical significance of the non-duality variable
was stronger in family firms (p< 0.01) than in non-family (p
< 0.05), while the variables of gender and size of auditor are
significant in family firms (p < 0.01), but not in non-family.
The exception concerns the variable of the size of the board,
which is only significant in non-family firms (p < 0.05). In
general, our results support hypothesis 3.
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Table 4
Correlations

Table 4. Correlations 

Var. 
1 

DA (J) 
2 

DA (K) 
3 

FAMILY 
4 

N-DUAL
5 

SIZE-B 
6 

Gender 
7 

AUD 
8 

SIZE 
9 

LEV 
10 

ROA 
11 

CFO 
12 
Age 

13 
INTANG 

14 
Listed 

15 
Crisis 

1 DA (J) 1 
2 DA (K) - 1

3 FAMILY -0.078*** -0.084*** 1 

4 N-DUAL -0.069*** -0.073*** -0.061*** 1 

5 SIZE-B -0.135*** -0.158*** 0.019 0.291*** 1 

6 Gender -0.052*** -0.047*** 0.124*** 0.068*** 0.069*** 1 

7 AUD 0.007 0.002 -0.248*** 0.069*** 0.026 0.006 1 

8 SIZE -0.212*** -0.189*** -0.118*** 0.008 0.185*** -0.042** 0.286*** 1 

9 LEV 0.027* 0.030* -0.006 -0.005 0.042** 0.032** 0.071*** 0.248*** 1 

10 ROA 0.012 0.048*** 0.030* 0.046*** -0.043*** -0.021 -0.047*** -0.028* -0.284*** 1 

11 CFO 0.021 0.052*** -0.060*** 0.028* -0.025 -0.020 0.046*** 0.017 -0.202*** 0.531*** 1 

12 Age -0.115*** -0.112*** 0.062*** 0.114*** 0.220*** 0.014 0.027* 0.193*** -0.023 -0.037** -0.015 1 

13 INTANG -0.076*** -0.087*** -0.031* 0.049*** 0.151*** -0.033** 0.161*** 0.216*** 0.206*** -0.021 0.039** -0.072*** 1 

14 Listed -0.161*** -0.200*** -0.009 0.090*** 0.355*** -0.008 0.168*** 0.426*** 0.100*** -0.018 -0.013 0.286*** 0.228*** 1 

15 Crisis 0.031* -0.005 -0.006 0.002 0.005 0.000 0.003 -0.010 0.052*** -0.037** -0.039** -0.060*** 0.013 0.013 1 

***p < 0.01; **p < 0.05; *p < 0.1 
***p < 0.01; **p < 0.05; *p < 0.1

The control variables are generally significant, showing
that size has a negative association with the discretionary
accruals (β = -2.145, p < 0.01), while indebtedness (β =
0.032, p< 0.01) and cash flow from operations (β = 0.027, p
< 0.05) are positively associated with discretionary accruals.
Firm age (β = -0.022, p< 0.01) and intangibility of assets (β
= - 0.024, p< 0.01) are negatively associated with discretion-
ary accruals, which implies that firms that are older and have
larger intangible investments have higher quality financial re-
ports. A similar result was found for listed firms (β = -1.683,
p < 0.01), reporting that these firms are subject to higher
requirements in their accounting information. The variable
of profitability showed a significant negative sign when the
sample was separated into family (β = 0.222, p < 0.01) and
non-family firms (β = -0.059, p <0.01), which may be due
to lower pressure attributed to the former on their short-term
financial performance.

4.3. Robustness analysis

With a view to assessing the validity and robustness of the
evidence obtained, Table 6 shows the results obtained by the
multiple logistic regression that associates the quality of the
financial information, as an inverse measure of discretionary
accruals determined by Kothari et al. (2005) model, with
the independent and control variables presented in the previ-
ous model. Following the procedure put forward by Prior et
al. (2008), we converted the discretionary accruals variable
into a binary variable that has a value of 1 if the amount of
that variable is greater than or equal to the average of the
observations by sector and year, and 0 otherwise.

From the variables considered, this model allows an estim-
ation of the probability of a firm presenting quality financial
information or not, distinguishing variables with statistical
significance (Wald test). We employed this model, which
has been used by several authors (Callao-Gastón et al., 2008;
García-Osma, 2008; Prior et al., 2008), as it does not require
strict compliance with multivariate normality assumptions
(López-Iturriaga & Zarza-Herranz, 2010). The capacity of the
model is evaluated by its explanatory power R2, the interpret-
ation of which is similar to the coefficient of determination
of classic regression.

The model is significant for an acceptance level of 0.05,
with levels of explanation higher than with linear regression
– 12.8% for the whole sample when considering the control
variables and 20.1% in family firms. Other research that fol-
lowed this model obtained close or lower explanatory levels

(11% reported by García-Osma, 2008; 8% reported by Prior
et al., 2008; and 16.6% by Callao-Gastón et al., 2008).

As can be seen, there is no change in results in the statist-
ical relation between the discretionary accruals and the fam-
ily and non-family firms, which allows us to corroborate the
results obtained by the multiple linear regression. Regard-
ing the variables of governance, CEO non-duality, represent-
ation of women in the board, size of the board of directors
and size of the auditor, all variables have significance close
to that obtained in linear regression. The results obtained for
the control variables, in general, are also confirmed.

5. Conclusions and future research directions

This study investigates the quality of financial reporting
via evidence of earnings management in family versus non-
family firms, and analyses whether this relationship depends
on the effect of good corporate governance practices. The res-
ults show that family firms in Spain manipulate the account-
ing information less than their non-family counterparts. This
result is in line with other researches, mainly focused on lis-
ted firms (Cascino et al., 2010; Prencipe et al., 2011b) and
with the premises of agency theory which indicate low asym-
metry of information between owners and managers. In fam-
ily firms, the governance factors analysed (non-duality of the
CEO, size of the board of directors, gender diversity on the
board and auditor size) seem to contribute to attenuating po-
tential conflicts of interest in agency relationships (Paiva et
al., 2016).

The aforementioned mechanisms of governance revealed
a significant relationship with the quality of financial inform-
ation in family-owned firms, corroborating the results ob-
tained in other studies (Alves, 2011, 2014; Callao-Gastón
et al., 2008; Caravaca-Sánchez et al., 2012). Thus, many
of these firms require better governance systems as a way to
outwardly exhibit procedures of transparency and trust in the
eyes of stakeholders (Ariff et al., 2007), showing that fam-
ily members are concerned with reputation, particularly in
the case of unlisted firms where the recommendations of the
Code of Conduct are not mandatory. This claim is evidenced
by the separation of functions of the CEO and the chairman
of the board of directors, which has a strong statistical rela-
tionship with the quality of financial information in family
firms.

The less stringent requirements explained by agency the-
ory regarding governance of corporations with concentrated
ownership show significant changes compared to family
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Table 5
Linear regression regarding quality of financial informationTable 5. Linear regression regarding quality of financial information 

Total Sample Family Non-Family 

Dependent Variable: DA (J) 

C1 C2 C3 C4 C5 C6 
Independent 
Variables 

Coef./SE Coef./SE. Coef./SE Coef./SE. Coef./SE Coef./SE 

Constant 18.349*** 20.839*** 18.946*** 18.946*** 19.725*** 2.115*** 

(1.085) (1.113) (1.752) (1.752) (1.373) (1.409) 

SIZE -2.145*** -2.506*** -2.090*** -2.330*** -2.359*** -2.514***

(0.209) (0.214) (0.336) (0.346) (0.264) (0.272) 

LEV 0.032*** 0.034*** 0.042*** 0.043*** 0.030*** 0.030*** 

(0.006) (0.005) (0.008) (0.008) (0.007) (0.007) 

ROA 0.009 0.020 0.222*** 0.222*** -0.059*** -0.057*** 

(0.016) (0.018) (0.026) (0.026) (0.019) (0.020) 

CFO 0.027** 0.012 -0.177*** -0.181*** 0.091*** 0.089***

(0.013) (0.012) (0.020) (0.020) (0.016) (0.016) 

Age -0.022*** -0.014** -0.024** -0.023*** -0.019** -0.012***

(0.006) (0.006) (0.009) (0.009) (0.008) (0.008) 

INTANG -0.024*** -0.024*** -0.007 -0.007 -0.032*** -0.030***

(0.009) (0.009) (0.013) (0.013) (0.011) (0.011) 

Listed -1.683*** -1.237** -0.686 -0.664 -2.077*** -1.472**

(0.495) (0.509) (0.710 (0.718) (0.646) (0.672) 

Crisis 0.360 0.366 0.134 0.125 0.550 0.561* 

(0.244) (0.241) (0.335 (0.330) (0.323) (0.322) 

Industry s.s. s.s. s.s s.s. n.s. n.s.

FAMILY -1.228***

(0.249)

N-DUAL -0.777*** -0.970*** -0.769**

(0.243) (0.341) (0.328)

SIZE-B -0.402*** -0.200 -0.549**

(0.158) (0.217) (0.216)

Gender -0.019*** -0.028*** -0.013

(0.006) (0.008) (0.010)

AUD 0.988*** 1.227*** 0.508

(0.280) (0.346) (0.415)

R2 6.7% 7.6% 14.4% 16.9% 8.4% 9.2% 
R2 Adjusted 6.4% 7.3% 13.8% 15.9% 7.9% 8.6% 

Sig. Change in R2 0.9% 2.5% 0.7% 

0.000*** 0.000*** 0.000*** 0.000*** 0.000*** 0.000*** 

Sig. Change 0.000*** 0.000*** 0.000*** 

N 3,887 1,427 2,460 

***p < 0.01; **p < 0.05; *p < 0.1; s.s. – significant; n.s. – non-significant; SE – Standard error (in brackets). 
***p < 0.01; **p < 0.05; *p < 0.1; s.s. – significant; n.s. – non-significant;
SE – Standard error (in brackets).

firms, as these firms aim for good governance practices as a
means of conveying confidence in the relationships they have
with minority shareholders and other stakeholders (Aguilera
& Crespi-Cladera, 2012; Liu et al., 2016). These firms are
motivated to find mechanisms that are in accordance with
accepted norms in the codes of conduct, which is explained
by the SEW perspective, according to whose arguments, fam-
ily firms can imitate the actions of the firms with dispersed
capital to increase their legitimacy and reputation (Berrone
et al., 2010; Miller et al., 2013).

The greater participation of women in the management of
family firms is also associated with higher quality financial
information. This result seems to corroborate the idea that
the participation of women has an effect close to that of inde-
pendent representatives as they become involved less often in
practices of manipulation or fraud and benefit the firm’s per-
formance, with characteristics of correctness and good prac-
tice (Caravaca-Sánchez et al., 2012) and also because they
are associated with better systems of governance (García-
Lara et al., 2017). The literature indicates that gender com-
plementarity fosters dialogue in firms, reducing information
asymmetries with the outside and promoting transparency in
financial reporting; the result obtained thus being consistent
with previous studies on listed firms (Damak, 2018; Gull et
al., 2018).

Also for the audit function, as an external and independ-
ent control of the firm, the results obtained showed an asso-
ciation with quality financial information in family firms, as
opposed to non-family. As this result is not associated with

Table 6
Logistic regression regarding the quality of financial informationTable 6. Logistic regression regarding the quality of financial information 

Total sample Family Non-Family 
Dependent variable: DA (K) 

C1 C2 C3 C4 C5 C6 
Independent 

variables 
Coef./SE Coef./SE. Coef./SE Coef./SE. Coef./SE Coef./SE 

Constant 2.138*** 2.949*** 2.420*** 2.778*** 2.695*** 3.201*** 
(0.375) (0.389) (0.820) (0.848) (0.445) (0.460) 

SIZE -0.536*** -0.646*** -0.735*** -0.761*** -0.593*** -0.645***
(0.071) (0.073) (0.156) (0.162) (0.084) (0.086) 

LEV 0.010*** 0.010*** 0.023*** 0.024*** 0.007*** 0.007*** 
(0.002) (0.002) (0.003) (0.003) (0.002) (0.002) 

ROA 0.005 0.008 0.062*** 0.062*** -0.004 -0.004
(0.005) (0.005) (0.011) (0.011) (0.005) (0.005) 

CFO 0.014*** 0.011*** -0.028*** -0.029 0.020*** 0.020***
(0.004) (0.004) (0.008) (0.011) (0.004) (0.004) 

Age -0.005*** -0.002 -0.013*** -0.013*** -0.002 0.000 
(0.002) (0.261) (0.004) (0.004) (0.002) (0.002) 

INTANG -0.009*** -0.009 -0.003 -0.002 -0.012*** -0.011***
0.003 (0.003) (0.006) (0.006) (0.002) (0.004) 

Listed -20.007 -19.821 -2.468*** -2.456*** -20.101 -19.833
(2.299) (2.282) (0.737) (0.741) (2.835) (2.822) 

Crisis -0.035 -0.025 -0137 -0.140 -0.006 0.002 
(0.076) (0.077) (0.137) (0.139) (0.094) (0.095) 

Industry n.s. n.s. n.s. n.s. n.s. s.s.

FAMILY -0.351***
(0.080)

N-DUAL -0.175** -0.039*** -0.109
(0.078) (0.146) (0.097)

SIZE-B -0.201 -0.089 -0.278***
(0.054) 0.096 (0.000)

Gender -0.004* -0.010*** -0.003
(0.002) (0.003) (0.003)

AUD 0.298*** 0.325** 0.176
(0.087) (0.142) (0.118)

R2 12.8% 15.2% 17.6% 20.1% 14.8% 16.2% 

Sig. 0.000*** 0.000*** 0.000*** 0.000*** 0.000*** 0.000*** 

N 3,887 1,427 2,460 

***p < 0.01; **p < 0.05; *p < 0.1; s.s. – significant; n.s. – non-significant; SE – Standard error (in brackets). 

***p < 0.01; **p < 0.05; *p < 0.1; s.s. – significant; n.s. – non-significant;
SE – Standard error (in brackets).

larger audit firms, it is assumed that family firms may be
more compliant with audit recommendations, a result that
is consistent with studies carried out on unlisted firms (Cano,
2007).

Considering the stronger role of the family in decision-
making processes in family firms, we analysed whether good
governance practices have a stronger relationship with the
quality of financial information in these firms compared
to non-family firms. The results obtained were robust for
three of the four variables analysed regarding corporate gov-
ernance. While family firms are associated with less formal
management and control procedures and are considered less
compliant with codes of conduct (Aguilera & Crespi-Cladera,
2012; Liu et al., 2016), the adoption of good practices in
governance mechanisms contributes to substantial improve-
ments in reducing earnings management. The evidence ob-
tained contributes to the literature on the quality of financial
information, showing that family firms have specific charac-
teristics that favour the alignment of interests and accounting
information. Thus, we support the continued debate on in-
teraction between family and accounting (Miller & Le Breton-
Miller, 2006), showing that the effects of good governance
practices reinforce that quality. In addition, our study con-
tributes to the literature by providing new evidence to sup-
port the increasingly accepted view that women in high-level
positions help improve accounting information (Arun et al.,
2015; Damak, 2018; Gull et al., 2018). The results obtained
are relevant for information users and regulators, taking the
effect of good corporate governance practices into account,
as well as for auditors and firms, considering audit risk and
the effectiveness of implementing appropriate monitoring
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and internal control systems.
Our work is not free of limitations and some of them con-

stitute directions for future lines of research. By focusing the
sample on listed and unlisted firms, we are faced with the
limitations of the SABI database regarding the availability of
information for a wide range of listed firms, so our results
may not be wholly generalizable to these firms. Thus, we
call on scholars to replicate this analysis on listed firms, given
the functioning of the capital market and the lower concen-
tration of capital and from the perspective of comparison of
results with previous research. We also call for research into
the relationship between corporate social responsibility and
quality of financial information. We believe in the legitim-
acy of this analysis given that new concerns emerge due to
external pressures that firms face in this area, which have ef-
fects on the quality of financial information (Miralles-Quirós
et al., 2017). On the other hand, as SABI does not classify
the firms as family and non-family, we undertook this classi-
fication following the procedure proposed by Rojo-Ramírez
et al. (2011) and later validated by several studies (Diéguez-
Soto & López-Delgado, 2018; López-Delgado et al., 2015).
However, given that there is a multitude of definitions of the
concept of the family firm (Hernández-Linares et al., 2017,
2018b), it would be useful to verify the consistency of our
results by adopting other methods of identification.

Our work was carried out in the context of listed and unlis-
ted Spanish firms that apply, inter alia, international account-
ing standards or accounting standards adapted to these firms,
so the results may be different in other contexts (Pereira &
Alves, 2017). In addition, Spain has broad experience in ap-
plying codes of conduct in the field of corporate governance,
and future research may determine relations with the quality
of financial information in different legal and cultural envir-
onments, in family and non-family firms, as well as the ef-
fects of different generations of families (Jara & López, 2014).
Another approach lies in verifying the effect of independent
managers and the supervisory and monitoring activities of
the board of directors in the context of these firms, in view
of the possible effect of greater informality on governance
structures in family firms (Liu et al., 2016).
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