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Original Research Article
Audit Committee Gender Diversity, Independence and Firm Value: Evidence from Kenyan Listed Firms

 
ABSTRACT
Aims: To examine whether audit committee gender diversity and audit committee independence are associated with firm value among Kenyan listed firms, and whether independence moderates the association between gender diversity and firm value.
Study Design: Quantitative longitudinal panel design.
Place and Duration of Study: Firms listed on the Nairobi Securities Exchange, Kenya, 2010–2021.
Methodology: A balanced panel of 41 listed firms (492 firm-year observations) was constructed from audited annual reports and corporate governance statements. Firm value was measured by Tobin’s Q, gender diversity by the proportion of female audit committee members and independence by the proportion of independent members. Ordinary least squares models with firm and year fixed effects and firm-clustered standard errors were estimated, and robustness was assessed through winsorisation, logarithmic transformation of Tobin’s Q, lagged regressors, exclusion of influential firms and leave-one-firm-out estimation.
Results: The coefficient on gender diversity was negative and not statistically significant (β = −0.4538; 95% confidence interval [CI] −1.0158 to 0.1081; P = .11), as were the coefficients on independence (β = −0.1702; 95% CI −1.0658 to 0.7253; P = .70) and on their interaction (β = −0.1453; 95% CI −2.5118 to 2.2211; P = .90). None of the three hypotheses was supported, and the results were robust to all alternative specifications. Independence equalled 100% in 87.4% of observations and did not change for 21 of the 41 firms, which limited the precision of the independence and interaction estimates.
Conclusion: Audit committee composition was not associated with firm value among Kenyan listed firms. Compositional requirements are unlikely to increase firm value unless they are accompanied by substantive monitoring, and the wide confidence intervals indicate that the hypothesised relationships cannot be ruled out. Generalisation beyond the Nairobi Securities Exchange requires caution.
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1. INTRODUCTION
Corporate governance reforms in emerging markets increasingly regulate the composition of board committees as a means of improving monitoring and protecting shareholders. The audit committee is central to this architecture because it oversees financial reporting, internal control and the external audit. Agency theory predicts that such monitoring bodies reduce information asymmetry between managers and shareholders and thereby increase firm value (Fama & Jensen, 1983; Jensen & Meckling, 1976). Whether formal governance provisions generate measurable valuation benefits, however, remains an open empirical question, particularly where enforcement is uneven and ownership is concentrated (Capital Markets Authority, 2025; Munang’kaiy et al., 2025).
Kenya offers a distinctive setting in which to examine this question. The Capital Markets Authority (CMA) first issued corporate governance guidelines and subsequently a code prescribing committee structures and independence requirements for listed firms; these provisions form part of the institutional environment that shapes firm behaviour and disclosure (Capital Markets Authority, 2015, 2025). Ownership in many Kenyan listed firms is nonetheless concentrated, so controlling shareholders may influence committee appointments and agendas (Munang’kaiy et al., 2025). In this environment, audit committees may mitigate agency problems; alternatively, compositional requirements may be satisfied in form without altering how committees monitor.
Gender diversity on boards and their committees has attracted sustained regulatory and scholarly attention. Proponents argue that female directors contribute broader perspectives, more thorough deliberation and more intensive monitoring (Shaheen, 2022). The empirical evidence from emerging economies is, however, inconsistent. Some studies associate female audit committee representation with stronger reporting outcomes, including fewer financial restatements (Oradi & Izadi, 2020) and improved internal control and reporting quality when women chair audit committees and have accounting expertise (Ud Din et al., 2021). By contrast, audit committee gender diversity has a negative but statistically insignificant association with financial reporting quality among Nigerian consumer goods firms (Dogari et al., 2026), while broader audit committee diversity, measured by gender and nationality composition, has a negative but statistically insignificant association with return on equity among Kenyan insurance firms (Keitany et al., 2026a). Evidence based on market measures is equally divided. Female representation on the audit committee is positively associated with Tobin’s Q among Nigerian deposit money banks (Omotoye et al., 2021) and Egyptian non-financial firms (Galal, 2025), and the presence of even one woman on the committee is associated with higher Tobin’s Q among Iranian listed firms (Rezaee & Haidarinezhad, 2025); among Nepalese commercial banks, by contrast, the association is negative (Yadav et al., 2024). The evidence on independence is similarly inconclusive. Independent members are expected to strengthen oversight, and more independent audit committees are associated with less earnings management among Kenyan listed firms (Kapkiyai et al., 2020), yet the valuation consequences of independence in African markets remain unresolved (Galal, 2025). Recent Kenyan insurance evidence also reports a statistically significant negative association between audit committee independence and return on equity (Keitany et al., 2026b).
Few studies examine how these two attributes jointly relate to firm value. Their interaction has rarely been tested at committee level, although related board-level evidence indicates that audit committee independence can condition the association between board gender diversity and firm value (Bawa et al., 2025). In the related board-level literature, the results conflict: audit committee independence strengthens the positive association between board gender diversity and firm value among Nigerian industrial goods firms (Bawa et al., 2025), whereas the independent status of women directors weakens the association between board gender heterogeneity and firm value in India (Kaur & Mahajan, 2021). The literature has also concentrated on developed markets and on board-level rather than committee-level attributes (Kolev et al., 2019; Mensah & Boachie, 2023), and African studies typically rely on accounting-based performance measures, examine one attribute at a time and study single industries such as insurance or manufacturing. This study addresses these gaps by examining whether audit committee gender diversity and independence, separately and jointly, are associated with the market value of Kenyan listed firms.
The analysis focuses on gender diversity and independence for three reasons. First, these are the attributes most directly targeted by regulation: the CMA Code requires independent audit committee membership and requires board appointments to be gender sensitive (Capital Markets Authority, 2015). Second, they correspond to distinct theoretical mechanisms, namely the range of perspectives represented on the committee and the members’ freedom from managerial influence. Third, their interaction permits a direct test of whether one attribute conditions the effect of the other. Committee size and meeting frequency enter as control variables, so that the analysis isolates the two attributes of principal policy interest.
Three features make Kenya a suitable setting. First, the governance regime changed during the sample period: the CMA’s 2002 guidelines (Capital Markets Authority, 2002) were superseded by the Code of Corporate Governance Practices for Issuers of Securities to the Public, gazetted in 2016 on an “apply or explain” basis, which requires an audit committee of at least three independent and non-executive directors chaired by an independent director (Capital Markets Authority, 2015). Second, gender representation became a constitutional and regulatory priority: the 2010 Constitution entrenches a two-thirds gender principle for public bodies (Republic of Kenya, 2010), and the Code requires board appointments to be gender sensitive. Third, ownership concentration raises the possibility that independence requirements are met in form rather than in substance (Munang’kaiy et al., 2025). The 2010–2021 observation window spans the transition from the guideline-based to the code-based regime and therefore captures audit committee composition as these institutional changes took effect.
The study makes four contributions. First, it provides emerging-market evidence on whether audit committee gender diversity and independence are reflected in firm value, extending a literature that has concentrated on developed markets and on board-level attributes (Mensah & Boachie, 2023). Second, it tests a moderation mechanism that has received little empirical scrutiny, namely whether independence strengthens the association between gender diversity and firm value (Bawa et al., 2025; Samsudin et al., 2025). Third, it shows how the distribution of a regulated governance attribute, here independence concentrated at the regulatory ceiling, limits what fixed-effects estimation can identify. Fourth, it informs governance policy in Kenya and comparable economies by clarifying the conditions under which compositional requirements are likely to affect firm value.
The coefficients on audit committee gender diversity, independence and their interaction are all negative and not statistically significant; none of the three hypotheses is supported. This result is robust to alternative measures and samples. The wide confidence intervals and the concentration of independence at 100%, however, indicate that the estimates are uninformative about the presence of the hypothesised relationships rather than evidence of their absence.
The remainder of the article is organised as follows. Section 1.1 describes audit committee regulation in Kenya, Section 1.2 presents the theoretical framework and Section 1.3 reviews the literature and develops the hypotheses. Section 2 describes the methodology, Section 3 reports and discusses the results, and Section 4 concludes.
1.1 Audit Committee Governance in Kenya
The CMA is the principal regulator of corporate governance for Kenyan listed firms. Until 2016, listed firms were subject to the CMA’s 2002 Guidelines on Corporate Governance Practices by Public Listed Companies in Kenya (Capital Markets Authority, 2002). These were superseded by the Code of Corporate Governance Practices for Issuers of Securities to the Public 2015, gazetted in March 2016 (Capital Markets Authority, 2015). The Code replaced the “comply or explain” approach with an “apply or explain” approach, under which boards must disclose any non-application and commit to achieving full application, and required issuers to implement it within one year of publication.
Audit committee independence is a central requirement of the Code. The board must establish an audit committee of at least three independent and non-executive directors, chaired by an independent and non-executive director, with at least one member holding a professional qualification in audit or accounting (Capital Markets Authority, 2015). Independent non-executive directors must also constitute at least one third of the board. Full or near-full audit committee independence is therefore the regulatory norm for listed firms, which explains the compressed distribution of the independence variable in this study.
Gender diversity is regulated less prescriptively. The Code requires boards to adopt a diversity policy and states that board appointments shall be gender sensitive, but it sets no quota for boards or committees (Capital Markets Authority, 2015). This provision operates alongside the two-thirds gender principle of the 2010 Constitution (Republic of Kenya, 2010), which has increased the salience of female representation in public institutions. Female representation on audit committees therefore varies widely across firms, in contrast to independence.
Kenyan evidence indicates that formal requirements do not necessarily produce effective oversight. Recent studies of insurance companies report a statistically significant negative association between audit committee independence and return on equity (Keitany et al., 2026b) and a negative but statistically insignificant association between audit committee diversity, measured by gender and nationality composition, and return on equity (Keitany et al., 2026a). Where ownership is concentrated, controlling shareholders’ influence over committee appointments and agendas may further condition the effect of independence (Munang’kaiy et al., 2025). Regulatory monitoring is consistent with this view. The CMA’s most recent assessment reports an overall application score of 78.88% for the 2024/2025 financial year, up from 73.56% in the preceding year, but finds that some directors classified as independent did not satisfy the independence criteria and that some directors classified as non-executive were employees or executives of related entities (Capital Markets Authority, 2025). Evidence that audit committee independence, meeting frequency and financial expertise constrain earnings management among Kenyan listed firms (Kapkiyai et al., 2020) shows that these attributes can affect reporting outcomes; the regulator’s findings, however, indicate that formal compliance does not guarantee functional effectiveness. The present study tests whether the attributes emphasized by regulation, independence and gender-sensitive composition, are reflected in the market value of Kenyan listed firms.
1.2 Theoretical Framework
The study draws on three complementary theories: agency theory, resource dependence theory and critical mass theory. Together, they explain why audit committee composition may increase firm value and why, under specific conditions, it may fail to do so.
1.2.1 Agency theory
Agency theory models the relationship between principals (shareholders) and agents (managers), in which divergent interests and information asymmetry permit opportunistic managerial behaviour (Jensen & Meckling, 1976). Monitoring bodies that reduce information asymmetry lower agency costs and thereby increase the value that investors assign to the firm (Fama & Jensen, 1983). The audit committee is one such body, and its effectiveness is held to depend on the independence of its members from management, because independent members are better placed to resist managerial pressure and to preserve the objectivity of committee judgements. Where ownership is concentrated, the principal conflict may instead arise between controlling and minority shareholders, which increases the importance of independent oversight (Munang’kaiy et al., 2025).
1.2.2 Resource dependence theory
Resource dependence theory conceives of directors as providers of resources, including knowledge, perspectives and legitimacy, that enhance governance effectiveness (Hillman & Dalziel, 2003; Pfeffer & Salancik, 1978). From this perspective, heterogeneous committees process information more thoroughly and challenge managerial assertions more rigorously. Female directors are characterised as more diligent monitors and as more willing to express dissent, which should improve oversight (Adams & Ferreira, 2009; Shaheen, 2022). Consistent with this view, the presence of at least one woman on the audit committee is associated with fewer financial restatements (Oradi & Izadi, 2020); female audit committee chairs with accounting expertise are associated with higher reporting quality and stronger internal control (Ud Din et al., 2021); and female audit committee members are associated with lower audit fees, reflecting lower assessed audit risk (Nekhili et al., 2020). The evidence is not uniform: in the United Kingdom, the presence of women on the audit committee is not, by itself, associated with earnings management (Amara et al., 2025), and the associations of female chairs and members with the likelihood of corporate scandals are not statistically significant (McLaughlin et al., 2021). Resource dependence theory nevertheless predicts a positive association between audit committee gender diversity and firm value.
1.2.3 Critical mass theory
Critical mass theory qualifies this prediction by proposing that the influence of a minority depends on its relative size within the group (Kanter, 1977). A single “token” member’s views may be discounted, so that deliberations continue to reflect majority norms; a minority shapes outcomes only once its representation reaches a critical mass (Torchia et al., 2011). Recent evidence places this threshold at approximately one fifth of seats: boards with at least 20% female representation are associated with lower carbon emissions, whereas lower levels of representation have limited effect, consistent with tokenism (Samour, 2026). Applied to audit committees, the theory implies that the valuation effect of gender diversity depends on the share of women and on whether committee processes permit dissent. Independent members, being free from managerial influence, are best placed to establish such processes.
1.2.4 Reconciling the theoretical perspectives
The three theories are complementary but not identical in their predictions. Agency theory emphasises structural independence from management, whereas resource dependence theory emphasises the range of perspectives that members contribute. A committee may be fully independent yet homogeneous, or diverse yet dependent on management. Critical mass theory links the two by proposing that diversity improves oversight only where the committee’s structure allows minority views to be heard; this proposition is the theoretical basis for the moderating hypothesis. All three theories share one assumption: that composition shapes behaviour. Where compositional requirements are met in form but not in substance, none of the mechanisms need operate, and composition may convey little information about firm value.
1.2.5 Linking the theories to the study variables
Table 1 maps each focal audit committee attribute to the theory that motivates it.
Table 1. Theoretical linkages between audit committee attributes and conceptual frameworks.
	Audit committee attribute
	Linked theory
	Justification

	Gender diversity (ACD)
	Resource dependence theory; critical mass theory
	Female members broaden the perspectives and monitoring diligence available to the committee; their influence may depend on reaching a critical mass.

	Independence (ACI)
	Agency theory
	Independent members are better positioned to monitor management objectively, reducing information asymmetry and agency costs.

	Gender diversity × independence (ACD × ACI)
	Critical mass theory; agency theory
	Independent members create committee processes that permit dissent, enabling diverse voices to influence oversight outcomes.


The empirical models operationalise this framework by estimating the associations of gender diversity, independence and their interaction with Tobin’s Q. The interaction term tests whether independence conditions the association between gender diversity and firm value.
1.3 Literature Review and Hypothesis Development
1.3.1 Audit committee attributes and firm value
Governance research holds that monitoring mechanisms that reduce information asymmetry increase firm value (Fama & Jensen, 1983). The effectiveness of the audit committee is commonly attributed to two compositional attributes: the diversity of its members’ perspectives and their independence from management. Research has examined whether audit committee gender diversity is associated with financial reporting quality (Dogari et al., 2026), while board-level research shows that female directors can moderate the relationship between governance mechanisms and earnings management (Mensah & Boachie, 2023); however, improvements in reporting quality do not necessarily translate into higher firm value. The review below addresses each attribute and their interaction in turn and then positions the present study.
1.3.2 Hypothesis development
1.3.2.1 Audit committee gender diversity and firm value
The case for gender diversity rests on the premise that heterogeneous committees process information more thoroughly and challenge managerial assertions more rigorously. Female members are characterised as more diligent monitors and as more willing to express dissent (Shaheen, 2022). Studies associate female audit committee representation with fewer financial restatements (Oradi & Izadi, 2020) and with stronger internal control and reporting quality where women chair audit committees and have accounting expertise (Ud Din et al., 2021). However, a study of Nigerian consumer goods firms reports a negative but statistically insignificant association between audit committee gender diversity and financial reporting quality (Dogari et al., 2026). Higher reporting quality does not, however, necessarily translate into higher firm value. Among Kenyan insurance companies, audit committee diversity, measured by gender and nationality composition, is negatively but not significantly associated with ROE (Keitany et al., 2026a), and among Ghanaian listed banks, both gender diversity and independence are negatively associated with return on assets and return on equity (Agyemang, 2020). Evidence based on market measures is also mixed. Female representation on the audit committee is positively associated with Tobin’s Q among Nigerian banks (Omotoye et al., 2021) and Egyptian non-financial firms, where the association persists under firm fixed effects (Galal, 2025), and among Iranian listed firms (Rezaee & Haidarinezhad, 2025), but negatively associated with Tobin’s Q among Nepalese commercial banks (Yadav et al., 2024). At board level, gender diversity is positively associated with firm value among Indonesian listed firms (Nuzula & Maryanti, 2025) and attenuates the negative valuation effect of ESG controversies among French firms (Brinette et al., 2024), but is negatively associated with firm value among large Indian firms (Kaur & Mahajan, 2021). Notwithstanding this inconsistency, resource dependence theory predicts that female representation strengthens the committee’s monitoring capacity and, through it, the credibility of the firm’s financial reporting (Hillman & Dalziel, 2003). Recent evidence from Pakistani listed firms identifies a positive association between audit committee gender diversity and accounting-based performance (Ahmad et al., 2025). Research on Vietnamese listed firms further indicates that the relationship between board gender diversity and firm performance varies with the attributes of women directors (Pham et al., 2025). The first hypothesis is therefore:
H1: Audit committee gender diversity is positively associated with firm value among Kenyan listed firms.
1.3.2.2 Audit committee independence and firm value
Independent members are expected to resist managerial pressure and to preserve the objectivity of committee judgements. Among Kenyan listed firms, audit committee independence is associated with less earnings management (Kapkiyai et al., 2020), while recent evidence from Kenyan insurance firms reports a statistically significant negative association between audit committee independence and return on equity (Keitany et al., 2026b). The valuation consequences of independence are nonetheless contested, because independent members may lack firm-specific knowledge and because independence requirements may be met in form rather than in substance. Ownership structure adds a further complication: where ownership is concentrated, controlling shareholders’ influence over committee appointments and agendas may condition the effect of independence (Munang’kaiy et al., 2025). The evidence on performance is correspondingly mixed. In Egypt, neither audit committee independence nor gender diversity is significantly associated with return on assets or return on equity (ElHawary, 2021), and among Ghanaian banks both attributes are negatively associated with accounting returns (Agyemang, 2020). In a second Egyptian sample, the positive association between audit committee independence and Tobin’s Q in pooled estimates loses statistical significance once firm fixed effects are included (Galal, 2025), which indicates that cross-sectional differences in independence, rather than within-firm changes, account for much of the reported association. Agency theory nevertheless predicts that independent oversight constrains managerial opportunism and reduces agency costs (Fama & Jensen, 1983; Klein, 2002). Among Bangladeshi commercial banks, a recent study reports negative associations of board gender diversity and audit committee independence with return on assets, an accounting measure distinct from Tobin’s Q (Sadia, 2026). The second hypothesis is therefore:
H2: Audit committee independence is positively associated with firm value among Kenyan listed firms.
1.3.2.3 The moderating role of audit committee independence
The interaction between gender diversity and independence has received little empirical attention, although it is theoretically important. Minority perspectives are likely to influence outcomes only where committee processes permit dissent, and independent members are best placed to establish such processes (Kanter, 1977; Torchia et al., 2011). Evidence from Nigerian financial-services firms indicates that audit committee gender diversity moderates the relationship between audit committee characteristics, including independence and expertise, and firm performance (Hussaini & Baba, 2026), while board-level studies likewise find that governance mechanisms condition the association between diversity and outcomes (Mensah & Boachie, 2023). Audit committee independence strengthens the positive association between board gender diversity and firm value among Nigerian industrial goods firms (Bawa et al., 2025) and between board gender diversity and ESG performance across 41 countries, indicating that the two mechanisms are complements rather than substitutes (Samsudin et al., 2025). Board gender diversity and board independence also attenuate the negative effect of ESG controversies on firm value (Brinette et al., 2024). The moderating effect is not uniformly positive, however. The independent status of women directors weakens the association between board gender heterogeneity and firm value among Indian firms (Kaur & Mahajan, 2021), and in the Asia-Pacific region, the addition of female directors to boards composed of independent directors is associated with lower firm value, a result attributed to over-monitoring (Kulalert, 2021). Evidence from Nigerian listed non-service companies indicates that audit committee independence moderates the association between auditor independence and audit quality (Chinda & Joseph, 2026). A study of Bangladeshi listed firms also reports that audit quality moderates the association between audit committee independence and accounting-based performance (Sunny & Apsara, 2026). These findings concern different moderating relationships and outcome measures from those tested here. Because the theoretical argument predicts complementarity, the third hypothesis is:
H3: Audit committee independence positively moderates the relationship between audit committee gender diversity and firm value among Kenyan listed firms.
1.3.3 Positioning of the present study
Committee-level governance research has developed largely in parallel across accounting, finance and management (Kolev et al., 2019), and African studies of audit committees differ from the present work in three respects. Most use accounting-based performance measures rather than market value; most examine diversity or independence in isolation rather than their interaction; and most focus on a single industry, such as insurance or manufacturing. By estimating firm and year fixed-effects models on a balanced, multi-industry panel of Kenyan listed firms and by testing the interaction directly, this study provides market-based evidence on whether the valuation effect of gender diversity is contingent on independence.
1.3.4 Research Gap and Study Objectives
The reviewed literature provides limited evidence on the joint association of audit committee gender diversity and independence with market-based firm value across industries in Kenya. In particular, the moderating role of audit committee independence in the association between gender diversity and Tobin’s Q remains insufficiently examined. The objectives of this study are to examine (i) the association between audit committee gender diversity and firm value, (ii) the association between audit committee independence and firm value, and (iii) whether audit committee independence moderates the association between gender diversity and firm value among Kenyan listed firms.
2. METHODOLOGY
The study employs a quantitative longitudinal panel design to examine the associations of audit committee gender diversity and independence with firm value and the moderating role of independence. The panel structure exploits within-firm changes in committee composition while controlling for unobserved, time-invariant firm characteristics. Because the design is observational, the estimated coefficients are interpreted as conditional associations, not causal effects.
2.1 Sample Selection and Data Collection
The sampling frame comprises the 64 companies listed on the Nairobi Securities Exchange at any point during 2010–2021 (768 potential firm-year observations). Twenty-three firms (276 firm-years) are excluded because they were not continuously listed throughout the period or lacked complete governance or financial data. The final sample therefore comprises 41 firms observed annually from 2010 to 2021, a balanced panel of 492 firm-year observations (Table 2). The period spans the 2002 guidelines, the 2010 Constitution and the transition to the 2015 Code (Section 1.1). Governance and financial data were collected from the firms’ audited annual reports and corporate governance statements. A balanced panel ensures that every firm contributes the same number of observations to the estimation of the interaction and the fixed effects. Data screening identified no missing values and no duplicate firm-year observations. Because the sample is restricted to continuously listed firms, firms that delisted or listed during the period are excluded, and the results may be subject to survivorship bias.
The final sample covers ten sectors of the Nairobi Securities Exchange; because sector membership does not change over the sample period, sectoral differences are absorbed by the firm fixed effects.
Table 2. Sample selection.
	
	Firms
	Firm-years

	Companies listed on the NSE during 2010–2021
	64
	768

	Less: firms not continuously listed or with incomplete data
	(23)
	(276)

	Final sample
	41
	492


Notes: NSE = Nairobi Securities Exchange; firm-years = firm-year observations.
2.2 Measurement of the Variables
The dependent variable is firm value, measured by Tobin’s Q. The focal variables are audit committee gender diversity (ACDit), measured as the proportion of female members of the audit committee, and audit committee independence (ACIit), measured as the proportion of independent members of the audit committee.
The control variables are audit committee size, audit committee meetings, board size, board independence, board gender diversity, board meetings, leverage and remuneration intensity. Committee and board size are numbers of members; meetings are numbers of meetings held during the financial year; board independence and board gender diversity are proportions; leverage is the ratio of debt to total assets; and remuneration intensity is directors’ remuneration divided by sales. All percentage variables enter the regressions as proportions, so a 10-percentage-point increase corresponds to an increase of 0.10 in the regressor.
Listing age was initially specified as a control. Because it increases by exactly one year for every firm in every year, it is perfectly collinear with the firm and year fixed effects and cannot be estimated separately. Table 3 summarises the variable definitions.
Table 3. Summary of variables used in the regression models.
	Category
	Variable
	Acronym
	Measurement

	Dependent variable
	Firm value
	Q
	Tobin’s Q

	Focal variables
	Audit committee gender diversity
	ACD
	Proportion of female audit committee members

	
	Audit committee independence
	ACI
	Proportion of independent audit committee members

	Interaction term
	Gender diversity × independence
	ACD × ACI
	Product of ACD and ACI (uncentered)

	Control variables
	Audit committee size
	ACSIZE
	Number of audit committee members

	
	Audit committee meetings
	ACMEET
	Number of audit committee meetings in the year

	
	Board size
	BSIZE
	Number of board members

	
	Board independence
	BIND
	Proportion of independent directors

	
	Board gender diversity
	BGD
	Proportion of female directors

	
	Board meetings
	BMEET
	Number of board meetings in the year

	
	Leverage
	LEV
	Debt-to-assets ratio

	
	Remuneration intensity
	REM
	Directors’ remuneration relative to sales

	Absorbed variable
	Listing age
	AGE
	Years since listing; absorbed by firm and year fixed effects


2.3 Empirical Models
Three models are estimated, one for each hypothesis. Model 1 tests whether audit committee gender diversity is positively associated with firm value (H1):

Model 2 tests whether audit committee independence is positively associated with firm value (H2):

Model 3 tests whether audit committee independence positively moderates the association between gender diversity and firm value (H3):

where Qit denotes Tobin’s Q for firm i in year t; Xit represents the control variables; αi denotes firm fixed effects; λt denotes year fixed effects; and εit is the error term.
The models are estimated by ordinary least squares with firm and year indicator variables. Firm fixed effects absorb unobserved, time-invariant characteristics, such as governance culture and industry membership, that may affect both committee composition and firm value; year fixed effects absorb shocks common to all firms in a given year, including macroeconomic and market-wide conditions. Standard errors are clustered by firm with a finite-sample correction (Cameron & Miller, 2015; Petersen, 2009), and inference uses a Student’s t distribution with 40 degrees of freedom (the number of firm clusters minus one).
Fig. 1 presents the conceptual framework. Audit committee gender diversity, the independent variable, and audit committee independence, the moderator, are both hypothesized to be positively associated with firm value: H1 rests on resource dependence theory and H2 on agency theory. Independence is further hypothesized to strengthen the association between gender diversity and firm value (H3), a prediction derived from critical mass theory, which specifies the conditions under which minority members influence committee deliberations, and from agency theory, which identifies independent members as those best placed to establish such conditions. All associations are estimated conditional on the control variables and on firm and year fixed effects.
[image: ]
Fig. 1. Conceptual framework. 
2.4 Justification for Hypothesis-Specific Models
Models 1 and 2 are separate specifications for H1 and H2, not successive steps of a hierarchical regression; Model 3 includes both attributes and their interaction to test H3. Estimating each main association in its own model prevents variation attributable to one attribute from being assigned to the other, whereas the interaction model, which requires both constituent terms, provides the formal test of moderation (Aiken & West, 1991).
2.5 Interpretation of the Interaction
In Model 3, the association between gender diversity and firm value conditional on independence is:

A positive and statistically significant β3 would indicate that the association between gender diversity and firm value increases with independence. Model 3 is estimated with uncentered ACD and ACI, so each constituent coefficient measures the association of one variable with firm value when the other equals zero. Because no firm in the sample has zero independence, conditional effects are also reported at observed levels of independence (Aiken & West, 1991).
2.6 Assessment of Regression Assumptions
The models assume that Tobin’s Q is linear in the explanatory variables. Firm-clustered standard errors are robust to heteroskedasticity and to serial correlation within firms (Petersen, 2009). Sensitivity to extreme values and to the distribution of the dependent variable is assessed by winsorisation and by a logarithmic transformation of Tobin’s Q (Section 2.8). Nine observations report leverage above 100%; they are retained because the available information does not identify them as measurement errors. Multicollinearity is assessed with pairwise Pearson correlations and variance inflation factors (VIFs). Because identification in the fixed-effects models rests on within-firm variation, VIFs are computed from regressors residualised on the firm and year effects and, for comparison, from a pooled additive specification. For Model 3, VIFs are reported for the mean-centred parameterisation, which is identical to the uncentred model in fit and in the interaction coefficient but yields interpretable VIFs for the constituent terms; under the uncentred parameterisation the interaction term is collinear with its constituents by construction (Aiken & West, 1991). The results are reported in Table 5 (Section 3.1).
2.7 Endogeneity Considerations
The design mitigates, but does not eliminate, endogeneity. Firm fixed effects remove bias from unobserved time-invariant heterogeneity; year fixed effects remove common shocks; and a specification in which the focal variables and controls are lagged by one year reduces the risk of simultaneity. These procedures do not constitute an identification strategy, and bias from time-varying omitted variables or reverse causality cannot be excluded. The coefficients are therefore interpreted as conditional associations.
2.8 Robustness Procedures
The robustness analyses focus on Model 3, which provides the principal test of moderation. First, Tobin’s Q and the eight control variables are winsorised at the pooled 1st and 99th percentiles; ACD and ACI are left unchanged. Second, the natural logarithm of Tobin’s Q replaces its level. Third, ACD, ACI and all controls are lagged by one year, with the interaction formed from the lagged focal variables, while Tobin’s Q and the fixed effects remain contemporaneous. Fourth, the model is re-estimated without Safaricom and Limuru Tea, which account for several of the largest values of Tobin’s Q. Finally, leave-one-firm-out regressions test whether the interaction estimate depends on any single firm.
2.8.1 Limitations of the robustness checks
These checks establish that the results are not driven by outliers, the distribution of the dependent variable or individual firms, but each has limitations. Winsorisation and log transformation address extreme values but not omitted variables. The lagged specification reduces simultaneity at the cost of one year of observations and assumes a one-year delay in governance effects. Leave-one-firm-out regressions test sensitivity to individual firms but not to groups of firms. None of these procedures removes endogeneity, and the results should be interpreted accordingly.
3. RESULTS AND DISCUSSION
This section reports descriptive statistics and correlations, the fixed-effects estimates and hypothesis tests, the conditional effects of gender diversity at observed levels of independence and the robustness analyses, and then discusses the findings in relation to theory and prior evidence (Section 3.5).
3.1 Descriptive Statistics and Correlation Analysis
Table 4 reports descriptive statistics for the 492 firm-year observations. Tobin’s Q has a mean of 1.254, a standard deviation of 1.256 and a range of 0.050 to 11.730; the average firm is therefore valued slightly above the replacement cost of its assets, and the distribution is dispersed and right-skewed. Audit committee gender diversity has a mean of 21.37%, so approximately one in five committee members is female; its standard deviation of 20.96 percentage points and its range of 0% to 100% show that female representation varies from committees with no women to committees composed entirely of women.
Audit committee independence, by contrast, is high and compressed. Its mean is 95.16% and its standard deviation 14.26 percentage points; although the minimum is 25%, 430 observations (87.4%) record fully independent committees, consistent with the Code’s requirement that audit committees comprise independent and non-executive directors (Capital Markets Authority, 2015). Independence does not change over the sample period for 21 of the 41 firms, so only 20 firms contribute within-firm variation in this variable. This feature determines the precision of the independence and interaction estimates reported below.
Table 4. Descriptive statistics.
	Variable
	N
	Mean
	SD
	Min
	Max

	Tobin’s Q
	492
	1.254
	1.256
	0.050
	11.730

	Audit committee gender diversity (%)
	492
	21.371
	20.956
	0.000
	100.000

	Audit committee independence (%)
	492
	95.163
	14.255
	25.000
	100.000

	Audit committee size
	492
	4.104
	1.314
	2.000
	11.000

	Audit committee meetings
	492
	4.311
	1.672
	1.000
	15.000

	Board size
	492
	9.614
	3.133
	3.000
	26.000

	Board independence (%)
	492
	78.885
	12.082
	25.000
	100.000

	Board gender diversity (%)
	492
	16.112
	12.768
	0.000
	66.670

	Board meetings
	492
	6.087
	3.662
	2.000
	33.000

	Leverage (%)
	492
	58.672
	26.510
	0.080
	180.650

	Remuneration intensity (%)
	492
	1.051
	2.162
	0.000
	35.770

	Listing age (years)
	492
	36.305
	16.057
	2.000
	72.000


Source: Authors’ own work
The control variables also show considerable variation. Audit committees have a mean of 4.10 members (range 2 to 11) and meet 4.31 times a year on average (range 1 to 15); some committee-years therefore fall below the three-member minimum later prescribed by the Code (Capital Markets Authority, 2015). Boards have a mean of 9.61 members (range 3 to 26), and independent directors hold 78.89% of board seats on average (range 25% to 100%), well above the Code’s minimum of one third. Board gender diversity has a mean of 16.11% (standard deviation 12.77 percentage points; range 0% to 66.67%), lower than the mean female share of audit committee seats, and boards meet 6.09 times a year on average, with a maximum of 33. Leverage has a mean of 58.67% of total assets and a maximum of 180.65%; the nine observations above 100% are retained because the available information does not identify them as measurement errors. Remuneration intensity has a mean of 1.05% of sales and is highly skewed, with a maximum of 35.77%. Listing age has a mean of 36.31 years (range 2 to 72); it is absorbed by the fixed effects and is reported for descriptive purposes only.
Table 5 reports pairwise Pearson correlations (Panel A) and VIFs (Panel B). Tobin’s Q is positively correlated with audit committee gender diversity (r = 0.138, P < .01) and board gender diversity (r = 0.155, P < .01), and negatively correlated with audit committee independence (r = −0.158, P < .01), board independence (r = −0.224, P < .01) and audit committee meetings (r = −0.118, P < .01). Leverage is uncorrelated with Tobin’s Q in the pooled data (r = 0.001), although it is the only control variable that is statistically significant once firm and year effects are included. The positive pooled correlation between gender diversity and Tobin’s Q contrasts with the negative within-firm estimate reported below, which indicates that this cross-sectional correlation does not persist once firm fixed effects are included.
The largest correlation is between audit committee gender diversity and board gender diversity (r = 0.699, P < .01); the two attributes overlap substantially, and the committee-level coefficient must therefore be interpreted net of board-level diversity. Audit committee independence is positively correlated with board independence (r = 0.362) and negatively correlated with audit committee size (r = −0.371), and audit committee and board meetings are moderately correlated (r = 0.475). No correlation exceeds 0.70. The VIFs show that multicollinearity is not a concern: the maximum within-firm VIF is 1.45 in Model 1, 1.36 in Model 2 and 1.52 in the centred Model 3, and the maximum pooled VIF is 2.21 (board gender diversity), all well below the conventional thresholds of 5 and 10. The within-firm VIF of the centred interaction term is 1.29.
Table 5. Correlation coefficients and variance inflation factors.
Panel A: Pearson correlation coefficients
	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)
	(10)
	(11)

	1 Q
	1
	
	
	
	
	
	
	
	
	
	

	2 ACD
	0.138***
	1
	
	
	
	
	
	
	
	
	

	3 ACI
	−0.158***
	−0.051
	1
	
	
	
	
	
	
	
	

	4 ACSIZE
	0.086*
	0.233***
	−0.371***
	1
	
	
	
	
	
	
	

	5 ACMEET
	−0.118***
	0.142***
	0.048
	0.201***
	1
	
	
	
	
	
	

	6 BSIZE
	0.050
	0.136***
	0.097**
	0.316***
	0.238***
	1
	
	
	
	
	

	7 BIND
	−0.224***
	−0.049
	0.362***
	0.087*
	0.171***
	0.310***
	1
	
	
	
	

	8 BGD
	0.155***
	0.699***
	−0.066
	0.325***
	0.174***
	0.286***
	−0.028
	1
	
	
	

	9 BMEET
	−0.049
	0.164***
	0.019
	0.217***
	0.475***
	0.245***
	0.053
	0.215***
	1
	
	

	10 LEV
	0.001
	0.148***
	0.062
	0.100**
	0.184***
	0.225***
	0.158***
	0.120***
	0.144***
	1
	

	11 REM
	−0.041
	0.096**
	0.010
	−0.032
	−0.082*
	−0.155***
	−0.005
	0.072
	−0.095**
	0.075*
	1

	12 AGE
	−0.024
	−0.149***
	−0.063
	−0.065
	−0.238***
	−0.347***
	−0.058
	−0.080*
	−0.203***
	−0.194***
	0.031


Notes: *** P < .01, ** P < .05, * P < .10 (two-sided Pearson tests, N = 492). Source: Authors’ own work
Panel B: Variance inflation factors
	Variable
	Model 1 (H1)
	Model 2 (H2)
	Model 3 (H3, centered)
	Pooled additive

	ACD
	1.39
	—
	1.52
	2.01

	ACI
	—
	1.36
	1.51
	1.46

	ACD × ACI (centered)
	—
	—
	1.29
	—

	ACSIZE
	1.02
	1.35
	1.36
	1.53

	ACMEET
	1.07
	1.07
	1.08
	1.37

	BSIZE
	1.05
	1.05
	1.05
	1.43

	BIND
	1.06
	1.08
	1.09
	1.36

	BGD
	1.45
	1.06
	1.46
	2.21

	BMEET
	1.04
	1.04
	1.04
	1.37

	LEV
	1.01
	1.02
	1.02
	1.11

	REM
	1.03
	1.02
	1.03
	1.07


Source: Authors’ own work.
3.2 Regression Results: Audit Committee Attributes and Firm Value
Table 6 reports the three fixed-effects models. In each, the overall R2 is approximately 0.70 and the adjusted R2 approximately 0.66, so the fixed effects and covariates jointly explain a substantial share of the variation in Tobin’s Q. Because the overall R2 includes the contribution of the fixed effects, it does not measure the explanatory power of the audit committee attributes.
Table 6. Fixed-effects regression results: audit committee attributes and firm value.
	Variable
	Model 1: H1
	Model 2: H2
	Model 3: H3

	Audit committee gender diversity
	−0.4538 (0.2780)
	—
	−0.3378 (0.9538)

	Audit committee independence
	—
	−0.1702 (0.4431)
	−0.1500 (0.7932)

	Gender diversity × independence
	—
	—
	−0.1453 (1.1709)

	Audit committee size
	0.0544 (0.0667)
	0.0490 (0.0837)
	0.0433 (0.0812)

	Audit committee meetings
	−0.0241 (0.0337)
	−0.0244 (0.0322)
	−0.0244 (0.0326)

	Board size
	0.0044 (0.0162)
	0.0064 (0.0162)
	0.0045 (0.0181)

	Board independence
	−0.1527 (0.9637)
	−0.1041 (0.8997)
	−0.1212 (0.8623)

	Board gender diversity
	0.0063 (0.9015)
	−0.3778 (0.9027)
	0.0253 (0.9281)

	Board meetings
	0.0061 (0.0146)
	0.0063 (0.0157)
	0.0067 (0.0151)

	Leverage
	1.7184 (0.6886)*
	1.7094 (0.7005)*
	1.7291 (0.6933)*

	Remuneration intensity
	−1.2541 (1.0046)
	−1.2057 (0.9904)
	−1.2444 (0.9886)

	Firm fixed effects
	Yes
	Yes
	Yes

	Year fixed effects
	Yes
	Yes
	Yes

	Observations
	492
	492
	492

	Firms
	41
	41
	41

	Overall R2
	0.70401
	0.70260
	0.70425

	Adjusted R2
	0.66280
	0.66119
	0.66151


Source: Authors’ own work.
All focal coefficients are negative and imprecisely estimated. In Model 1, the coefficient on audit committee gender diversity is −0.4538 (SE = 0.2780): a 10-percentage-point increase in female representation is associated with a decrease of approximately 0.045 in Tobin’s Q, an estimate that is not statistically different from zero. In Model 2, the coefficient on independence is −0.1702 (SE = 0.4431), small relative to its standard error. In Model 3, the coefficients are −0.3378 (SE = 0.9538) on gender diversity, −0.1500 (SE = 0.7932) on independence and −0.1453 (SE = 1.1709) on the interaction. The larger standard errors of the constituent terms in Model 3, relative to Models 1 and 2, arise from the uncentered parameterisation, under which each constituent coefficient is an extrapolation to a zero value of the other variable, and from the limited within-firm variation in independence (Table 4). They do not reflect multicollinearity among the substantive regressors (Table 5).
Leverage is the only control variable that is statistically significant, with coefficients of 1.7184, 1.7094 and 1.7291 and standard errors of approximately 0.69 across the three models. The remaining controls are not statistically significant at the 5% level, and several have signs contrary to conventional expectations: audit committee meetings are negatively signed in every model, whereas board size and board meetings are positively signed but small. Once firm heterogeneity is absorbed, the cross-sectional correlations frequently reported in pooled specifications therefore do not persist. The leverage coefficient should not be interpreted causally, because leverage may proxy for investment opportunities or tax shields that the fixed effects do not fully capture.
3.3 Tests of the Hypotheses
3.3.1 Audit committee gender diversity and firm value (H1)
Model 1 tests H1, which predicts a positive association between audit committee gender diversity and firm value. The coefficient on ACDit is negative and not statistically significant (β = −0.4538, SE = 0.2780, two-sided P = .11). Its 95% confidence interval, −1.0158 to 0.1081, includes zero, so the estimate does not establish a negative association either. The one-sided P value for a positive association is .95. H1 is not supported.
In economic terms, a 10-percentage-point increase in female representation on the audit committee is associated with a decrease of 0.0454 in Tobin’s Q, conditional on the controls and fixed effects, or approximately 3.6% of the sample mean of 1.254. The point estimate is thus economically non-trivial, but its standard error exceeds half its absolute value, and the confidence interval accommodates effects ranging from a substantial negative association to a modest positive one.
Two features of the specification account for the width of the interval. First, the firm fixed effects absorb all time-invariant differences between firms, so identification rests entirely on within-firm changes in female representation over 2010–2021; where representation changes slowly, the variation available to estimate β1 is limited. Second, board gender diversity, which is correlated with committee gender diversity (r = 0.699), is included as a control and absorbs part of the latter’s variation. The coefficient on ACDit therefore measures the association of committee-level female representation with firm value net of board-level diversity and the other covariates, not the total association of gender diversity with firm value.
3.3.2 Audit committee independence and firm value (H2)
Model 2 tests H2, which predicts a positive association between audit committee independence and firm value. The coefficient on ACIit is negative and not statistically significant (β = −0.1702, SE = 0.4431, two-sided P = .70). Its 95% confidence interval, −1.0658 to 0.7253, includes zero by a wide margin, so the estimate establishes no association in either direction. The one-sided P value for a positive association is .65. H2 is not supported.
In economic terms, a 10-percentage-point increase in independence is associated with a decrease of 0.0170 in Tobin’s Q, approximately 1.4% of the sample mean. This magnitude is small, and the standard error is more than two and a half times the absolute value of the coefficient; the confidence interval therefore accommodates both a substantial negative and a substantial positive association.
The width of this interval follows from the distribution of independence (Table 4). Because 87.4% of observations record fully independent committees and independence does not change for 21 of the 41 firms, the firm fixed effects absorb almost all of its variation, and identification rests on the 20 firms that changed committee composition during the sample period. This limited variation, rather than evidence of a null relationship, is the most plausible explanation for the imprecision of the estimate; the result does not demonstrate that independence is irrelevant to firm value.
3.3.3 The moderating role of audit committee independence (H3)
Model 3 tests H3, which predicts that independence positively moderates the association between gender diversity and firm value. The interaction coefficient is negative and not statistically significant (β = −0.1453, SE = 1.1709, two-sided P = .90). Its 95% confidence interval, −2.5118 to 2.2211, includes zero and economically large effects of either sign. The one-sided P value for positive moderation is .55. H3 is not supported.
The width of this interval is the most informative feature of the estimate. The interaction coefficient and its standard error do not change when the focal variables are centred, and the within-firm VIF of the centred interaction is 1.29 (Table 5, Panel B); the imprecision therefore does not arise from multicollinearity. It arises from the limited joint within-firm variation in gender diversity and independence, given that independence is constant for 21 of the 41 firms and concentrated at 100%. Consequently, the estimate does not establish that moderation is absent or negligible: the data are consistent with independence strengthening, weakening or leaving unchanged the association between gender diversity and firm value.
The constituent coefficients on ACDit and ACIit in Model 3, −0.3378 (SE = 0.9538) and −0.1500 (SE = 0.7932), are also not statistically significant. Because Model 3 includes the interaction and uses uncentered variables, each coefficient measures the association of one attribute with firm value when the other equals zero, a value outside the observed range of independence. These coefficients are therefore not unconditional associations and are interpreted through the conditional effects reported below.
3.3.4 Conditional effects
Because the constituent coefficient on gender diversity refers to zero independence, Table 7 reports the change in Tobin’s Q associated with a 10-percentage-point increase in female representation at selected observed levels of independence, computed from Equation (4).
Table 7. Conditional association between gender diversity and firm value at selected levels of independence.
	Independence level
	Estimated change in Q
	95% confidence interval
	Two-sided P value

	50%
	−0.0410
	[−0.1258, 0.0437]
	.33

	75%
	−0.0447
	[−0.0965, 0.0072]
	.09

	Sample mean: 95.16%
	−0.0476
	[−0.1122, 0.0169]
	.14

	100%
	−0.0483
	[−0.1204, 0.0238]
	.18


Source: Authors’ own work
The association between gender diversity and firm value becomes marginally more negative as independence increases (Table 7), consistent with the negative interaction coefficient. The estimated effect is −0.0476 at mean independence and −0.0483 at full independence; the difference is negligible, and the gradient across the four levels is shallow. The pattern is opposite in direction to that predicted by H3. All confidence intervals include zero, however, and the two-sided P values range from .09 (75% independence) to .33 (50% independence); no conditional effect is statistically significant at the 5% level. The results therefore provide no statistically reliable evidence of positive moderation.
Two qualifications apply. First, the estimates at 50% and 75% independence rest on few observations, because the sample is concentrated at full independence; the intervals at these levels are indicative only. Second, because the conditional effects are linear functions of the Model 3 coefficients, they inherit the imprecision of the interaction coefficient; the shallow gradient reflects a small and imprecisely estimated interaction, not evidence that independence is irrelevant to the association between gender diversity and firm value.
3.3.5 Summary of hypothesis testing results
Table 8 summarizes the hypothesis tests. None of the three hypotheses is supported: each focal coefficient is negative, opposite in sign to the prediction, and not statistically different from zero, and each confidence interval is wide enough to include economically meaningful effects of either sign.
Table 8. Summary of hypothesis testing results.
	Hypothesis
	Predicted relationship
	Coefficient (two-sided P)
	95% confidence interval
	Supported?

	H1
	ACD → firm value (+)
	−0.4538 (.11)
	[−1.0158, 0.1081]
	No

	H2
	ACI → firm value (+)
	−0.1702 (.70)
	[−1.0658, 0.7253]
	No

	H3
	ACD × ACI → firm value (+)
	−0.1453 (.90)
	[−2.5118, 2.2211]
	No


Source: Authors’ own work
3.4 Robustness Tests
Table 9 reports the robustness analyses for Model 3. Every specification retains firm and year fixed effects and firm-clustered standard errors and is therefore structurally comparable to the primary model; the log-Q coefficients, however, are on a different scale and are not comparable in magnitude with the level-Q coefficients.
Table 9. Robustness of the moderating relationship (Model 3).
	Specification
	Interaction coefficient
	Clustered SE
	Two-sided P value
	Observations

	Primary interaction model
	−0.1453
	1.1709
	.90
	492

	Winsorized Q and controls, 1st/99th percentiles
	−1.1569
	0.7614
	.14
	492

	Log Tobin’s Q
	−0.9027
	0.5018
	.08
	492

	One-year-lagged focal variables and controls
	1.2948
	1.9200
	.50
	451

	Excluding Safaricom and Limuru Tea
	−0.4937
	0.5270
	.36
	468


Source: Authors’ own work.
With Tobin’s Q and the controls winsorised at the 1st and 99th percentiles, the interaction coefficient is −1.1569 and not statistically significant (P = .14). In the log-Q specification, it is −0.9027 (P = .08); this estimate is significant at the 10% level but not at the 5% level, and its sign is opposite to the hypothesised positive moderation. With the focal variables and controls lagged by one year, the coefficient is positive, 1.2948, but not statistically significant (P = .50). Excluding Safaricom and Limuru Tea yields a negative and non-significant coefficient of −0.4937 (P = .36).
The leave-one-firm-out interaction estimates range from −1.4098 to 0.5333, and none is significant at the 5% level (minimum two-sided P = .18). The absence of significant positive moderation therefore does not depend on any single firm.
The robustness analyses thus provide no statistically significant support for H3 at the 5% level. Because the magnitude and sign of the estimate vary across specifications, the negative baseline coefficient should not be interpreted as evidence of consistently negative moderation. These analyses concern Model 3 only and are not robustness tests of Models 1 and 2.
3.5 Discussion
The absence of statistically significant associations for all three hypotheses has implications beyond the individual coefficients. The findings challenge the assumption that formal governance attributes, here gender diversity and structural independence, translate directly into higher firm value in emerging markets. The monitoring-enhancement view, which holds that gender diversity and independent oversight can strengthen governance and firm value (Rezaee & Haidarinezhad, 2025; Bawa et al., 2025), is not supported in this setting.
For gender diversity (H1), the estimates cannot discriminate between the competing predictions in the literature: that female members strengthen monitoring and reporting quality (Oradi & Izadi, 2020; Ud Din et al., 2021; Shaheen, 2022), or that formal gender diversity may not yield measurable performance gains, as indicated by the statistically insignificant reporting-quality association in Nigerian consumer goods firms (Dogari et al., 2026) and the negative but statistically insignificant ROE association for broader audit committee diversity in Kenyan insurance firms (Keitany et al., 2026a). The negative point estimate agrees in sign with evidence from Nepalese banks (Yadav et al., 2024) and contrasts with the positive associations reported for Nigerian banks (Omotoye et al., 2021) and Egyptian non-financial firms (Galal, 2025). Critical mass theory offers one explanation for this indeterminacy (Kanter, 1977; Torchia et al., 2011): recent evidence indicates that the effects of female representation emerge only at or above approximately 20% of seats (Samour, 2026). With a mean committee size of 4.10 members (Table 4), a mean female share of 21.37% corresponds to fewer than one woman per committee on average (approximately 0.88), a level at which a minority member may have limited influence on deliberations. The estimate is, moreover, net of board-level gender diversity and therefore concerns committee-level representation beyond that implied by board composition.
For independence (H2), the estimates cannot discriminate between the agency-theoretic prediction that independent members strengthen oversight and reduce agency costs (Fama & Jensen, 1983) and the view that independence requirements are met in form rather than in substance where ownership is concentrated (Munang’kaiy et al., 2025). One interpretation is that Kenyan governance reforms have produced formal compliance without a corresponding change in committee behaviour. The near-universal presence of fully independent committees, together with the limited within-firm variation, suggests that independence has become a compliance attribute rather than a source of differentiation in monitoring, a conclusion consistent with the regulator’s finding that some directors classified as independent did not meet the independence criteria (Capital Markets Authority, 2025). The result parallels Egyptian evidence in which the positive association between audit committee independence and Tobin’s Q loses significance once firm fixed effects are included (Galal, 2025), which suggests that associations reported in pooled designs reflect stable firm characteristics rather than changes in committee composition.
For moderation (H3), the theoretical argument for a positive interaction rests on the premise that independent members can create conditions in which minority views influence committee deliberations (Kanter, 1977; Torchia et al., 2011); the present estimates are too imprecise to test that premise. The contrast with Nigerian evidence that audit committee independence strengthens the association between board gender diversity and firm value (Bawa et al., 2025), alongside evidence that audit committee gender diversity moderates the association between audit committee characteristics and firm performance in Nigerian financial-services firms (Hussaini & Baba, 2026), may reflect differences in the outcome measure, the industries sampled or the variation in independence available for estimation. The negative sign of the interaction is consistent with an over-monitoring explanation, under which additional female directors reduce firm value on boards that are already highly independent (Kulalert, 2021), and with the negative moderating role of women directors’ independence among Indian firms (Kaur & Mahajan, 2021); the present estimate, however, is too imprecise to support that interpretation. Where almost all committees are fully independent, independence cannot distinguish committees that empower their female members from those that do not.
The positive association between leverage and Tobin’s Q is the only statistically significant result among the controls, consistent with evidence from Nepalese commercial banks (Yadav et al., 2024). It should not be interpreted causally, because leverage may proxy for investment opportunities or tax shields that the fixed effects do not fully capture. More generally, the non-significance of most governance controls once firm heterogeneity is absorbed suggests that governance–value correlations reported in pooled specifications partly reflect stable firm characteristics rather than the effects of changes in governance.
Taken together, the findings indicate that the valuation relevance of audit committee composition depends on the institutional context. Where an attribute is mandated and almost universally adopted, it no longer differentiates firms for investors and provides little within-firm variation for estimation. Where an attribute is encouraged but not mandated, as gender diversity is in Kenya, its effect may depend on whether representation reaches a level at which it shapes committee behaviour. The distinction between formal compliance and substantive monitoring is the central implication of the findings.
4. CONCLUSION
4.1 Key Findings and Contributions
This study examined whether audit committee gender diversity and independence are associated with firm value among Kenyan listed firms and whether independence moderates the association between gender diversity and firm value. Using a balanced panel of 41 firms over 2010–2021 and fixed-effects estimation, it finds no statistically significant support for any of the three hypotheses. The coefficients on gender diversity, independence and their interaction are negative and not statistically different from zero, and this result persists under winsorisation, logarithmic transformation, lagged specifications, exclusion of influential firms and leave-one-firm-out estimation.
The study makes two principal contributions. Empirically, it provides emerging-market evidence that contradicts the presumption, common in governance reform, that gender diversity and structural independence necessarily increase firm value. Methodologically and theoretically, it shows that where independence is concentrated at the regulatory ceiling, the fixed-effects estimator has little within-firm variation from which to identify its effect, so non-significant estimates reflect the structure of the data as much as the absence of a relationship. By integrating agency, resource dependence and critical mass theories, the study also specifies why compositional attributes may convey little information about firm value where compliance is formal rather than substantive.
4.2 Practical and Policy Implications
For regulators, the findings imply that compositional requirements are unlikely to increase firm value unless they also address how committees deliberate. Composition rules could be complemented by requirements and disclosures concerning the substance of oversight, such as the committee’s engagement with the external auditor and the financial expertise of its members.
For firms, and for nomination committees in particular, the results indicate that appointments should be based on relevant financial expertise, genuine decision-making authority and active engagement with the external auditor, rather than on numerical diversity targets alone.
For director education, the findings underline the distinction between structural and behavioural governance: the results indicate that structural attributes alone are not associated with firm value.
For investors, the results indicate that, where independence is almost universal, committee composition is a weak signal of monitoring quality, and that information on how committees operate is likely to be more informative.
4.3 Limitations and Directions for Future Research
Several limitations apply. First, the panel of 41 firms is appropriate for fixed-effects estimation but limits statistical power and generalisation beyond the Nairobi Securities Exchange. Second, and most consequentially, independence is concentrated at its upper bound: 87.4% of observations record fully independent committees, and only 20 firms exhibit within-firm variation, so the fixed-effects estimator has little variation from which to identify the independence coefficient. The wide confidence intervals therefore reflect the structure of the data as much as the absence of a relationship. Third, Tobin’s Q is the only measure of firm value, and governance effects may instead appear in accounting-based or risk-based outcomes. Fourth, listing age cannot be controlled for because it is absorbed by the fixed effects. Fifth, the uncentered interaction specification inflates the standard errors of the constituent terms and complicates their interpretation, although it does not affect the interaction estimate. Sixth, restricting the sample to firms listed continuously throughout 2010–2021 excludes firms that listed or delisted during the period and may introduce survivorship bias.
Future research should examine settings in which independence varies more within firms, such as markets with less mature governance codes or periods spanning regulatory transitions. Qualitative and mixed-methods studies are needed to establish whether female audit committee members influence deliberations and audit outcomes, because compositional measures cannot capture these mechanisms. Further priorities include the interaction between committee gender diversity and ownership structure, the moderating role of financial expertise, and alternative outcomes such as earnings quality and audit fees. Longer panels and broader samples that treat governance reforms as exogenous shocks would also permit stronger causal identification.
The wide confidence intervals reported throughout preclude the conclusion that gender diversity and independence are irrelevant to firm value. The research outlined above would establish whether the null associations documented here reflect the absence of an economic relationship or the limitations of the present data, and whether governance reforms in emerging markets deliver value in substance rather than in form. By providing transparent evidence from an under-researched market, the study supports a more precise and context-sensitive understanding of what audit committee composition can achieve.
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