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Abstract 
This study investigates whether board gender diversity influences the debt to asset ratio and examines the moderating 
role of foreign ownership within consumer non-cyclicals firms listed on the Indonesia Stock Exchange from 2020 to 
2024. Analyzing a balanced panel of 170 firm-year observations across 34 companies using a Random Effect Model, 
the empirical evidence rejects both proposed hypotheses. The results indicate that the presence of female directors 
does not significantly reduce corporate leverage. Similarly, foreign ownership fails to moderate this relationship. 
These outcomes are largely explained by the low average female board representation (11.91%) in the sample, which 
falls well below the critical mass threshold required to actively shape financial policies. In this context, female 
participation functions primarily as tokenism. Furthermore, the highly dispersed nature of foreign ownership tends 
to substitute rather than reinforce board monitoring. This research highlights that merely having token female 
representation is insufficient to alter capital structure in an emerging two-tier board system, as corporate leverage 
remains overwhelmingly driven by persistent firm-specific characteristics. 
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INTRODUCTION  
Research Background 

A firm’s capital structure decision show how much of its asset base is financed through debt rather than 
equity sits at the core of corporate financial policy. The debt to asset ratio (DAR), one of the most widely used proxies 
for this decision, captures the proportion of a company’s total assets funded by external borrowing. Because this 
choice carries direct consequences for solvency, the cost of capital, and a firm’s capacity to absorb economic shocks, 
identifying what shapes it and who inside the firm shapes it has remained a persistent question in corporate finance 
research. Among the many determinants scholars have examined, board composition has drawn sustained attention, 
and within it, board gender diversity has emerged as a particularly active line of inquiry. The interest is not merely 
descriptive. A substantial body of theory and evidence suggests that boards with a meaningful presence of women 
approach monitoring, risk, and long-horizon planning differently than more homogeneous boards. Agency theory 
casts female directors as more diligent monitors who narrow the scope for managerial opportunism and, by extension, 
for excessive risk-taking through debt (Shahzad et al., 2025; Teodosio et al., 2023). Pecking order theory, suggesting 
that boards with more women may gravitate toward internally generated funds and shorter-term debt, wary of the 
scrutiny and rigidity that long-term borrowing imposes (Shahzad et al., 2025; Teodosio et al., 2023). 

Empirically, these theoretical accounts converge on a broadly consistent pattern: firms with more women on 
the board tend to carry less debt, prefer shorter maturities, and once a critical mass of directors is reached, spread 
their obligations more evenly across time, which lowers rollover risk (Abotula et al., 2025; Askarany et al., 2025). 
The relationship, however, is rarely linear. Several studies report an inverted U-shape, in which the debt-dampening 
influence of female directors strengthens as their numbers grow up to a critical mass often placed around three 
women or 30 percent of the board beyond which the effect flattens or even reverses, as caution tips into excessive 
conservatism (Abotula et al., 2025; Kusi, 2025). Even this threshold is not fixed across settings: it has been estimated 
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at roughly 34 percent in Ghana and closer to 28 percent in the United States, a gap that itself signals how much 
institutional and cultural context conditions the relationship (Aljughaiman et al., 2022; Kusi, 2025). Foreign 
ownership introduces a further layer of complexity to this picture. Where a meaningful share of a firm’s equity sits 
with foreign investors, prior research suggests the monitoring and risk-averse tendencies associated with gender-
diverse boards tend to be reinforced rather than diluted: foreign shareholders and directors are often credited with 
importing more rigorous governance standards, narrowing information asymmetry, and steering firms toward more 
conservative financing (Bona-Sánchez et al., 2026; Alshareef & Sulimany, 2024). Evidence from China indicates 
that foreign institutional investors actively favor gender-diverse boards, treating them as a signal of lower 
information risk when allocating capital (Ali et al., 2021). Yet foreign board presence is not an unambiguous 
complement: cultural distance between foreign and local directors can just as easily complicate boardroom 
communication, and its governance benefits appear conditional on director tenure and an inclusive board culture 
(Cao et al., 2019) which leaves open whether, and under what conditions, foreign ownership genuinely strengthens 
the financing effects of female directors. 

Indonesia offers a distinctive setting in which to revisit this question. Unlike jurisdictions that mandate a 
minimum share of female board seats, Indonesia has no binding gender quota for listed-company boards, so whatever 
female representation is observed in Indonesian boardrooms reflects a largely voluntary governance choice rather 
than a compliance outcome. It is arguably a cleaner setting in which to observe the relationship in something closer 
to its unmandated, organic form. At the same time, Indonesia is an emerging capital market with a substantial and 
actively traded foreign shareholder base, a feature that prior research associates with governance effects of board 
diversity being more, rather than less, pronounced (Kamil & Appiah, 2022). The consumer non-cyclicals sector adds 
a further reason for focused attention. Reclassified as a standalone sector under the Indonesia Stock Exchange 
Industrial Classification (IDX-IC), introduced by the Indonesia Stock Exchange (IDX) in January 2021 to replace 
the earlier JASICA scheme, this sector comprises firms producing and distributing essential goods whose demand is 
comparatively insensitive to the business cycle. That characteristic gives the sector a distinctive financing profile: 
relatively stable, predictable cash flows can support a higher debt capacity, yet the sector’s close exposure to 
household consumption and, across the 2020-2024 period, to the disruption and subsequent recovery associated with 
the COVID-19 pandemic, makes its financing choices worth examining on their own terms rather than folding them 
into cross-sector samples that can mask sector-specific dynamics.  

This study examines two questions: first, whether board gender diversity affects the debt to asset ratio of 
consumer non-cyclicals firms listed on the Indonesia Stock Exchange; and second, whether foreign ownership 
moderates that relationship, and if so, in which direction. In addressing these questions, the study aims to contribute 
sector-specific, Indonesia-based evidence to a literature that has so far relied predominantly on cross-country and 
single-market settings elsewhere, and to offer practical input for boards, regulators, and investors interested in how 
governance composition and ownership structure jointly shape corporate financing behavior within an emerging two-
tier board market. 
 
LITERATURE REVIEW  
Theoretical Framework 

Agency theory, rooted in the separation of ownership and control, offers the most frequently invoked 
explanation for why board gender diversity might influence financing decisions. The theory holds that managers, left 
unmonitored, may pursue debt-financed growth or risk-taking that serves their own interests more than shareholders, 
and that board composition is one of the principal mechanisms available to constrain such behavior. Female directors 
have been positioned within this framework as more diligent monitors: greater board gender diversity has been linked 
to reduced managerial opportunism and lower agency costs, outcomes consistent with more conservative capital 
structures and lower leverage (Shahzad et al., 2025; Teodosio et al., 2023). Board independence more broadly of 
which gender diversity is one dimension is likewise predicted by agency theory to curb excessive risk-taking and 
reliance on debt. Pecking order theory approaches the question from the standpoint of financing preference rather 
than monitoring or resource access. It predicts that firms prefer internal financing first, debt second, and external 
equity last, largely to avoid the costs that information asymmetry imposes on outside financing. Applied to board 
composition, this suggests that firms with more women directors may lean more heavily on retained earnings or 
short-term debt, both because greater risk aversion favors financing options that carry fewer long-term commitments, 
and because long-term debt tends to invite closer creditor scrutiny that more cautious boards may prefer to avoid 
(Shahzad et al., 2025; Teodosio et al., 2023). 
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A further, behavioral strand of the literature helps explain why these theoretical predictions materialize in 
practice. Female directors have been consistently found to exhibit greater risk aversion than their male counterparts 
in financial decision-making, a tendency that helps account for the more conservative debt structures observed once 
a critical mass of women is reached (Askarany et al., 2025; Kusi, 2025). Beyond individual risk preferences, gender-
diverse boards have also been credited with improving collective decision-making: more diverse boards report 
enhanced group dynamics and decision quality, partly because female directors are more inclined to challenge 
established boardroom norms and scrutinize managerial proposals that a more homogeneous board might accept 
without question, even if doing so can invite resistance (Wiersema & Mors, 2024). Where gender diversity coincides 
with nationality diversity on the same board, the combination has further been linked to improved collective decision-
making and risk management, provided boardroom dynamics are actively and competently led (Rodriguez et al., 
2024). These behavioral channels individual risk aversion and sharper group-level scrutiny, offer a plausible micro-
foundation for the firm-level financing patterns described below, and help explain why the relationship’s strength 
depends so heavily on whether a genuine critical mass, rather than a token presence, has been reached. Taken 
together, these theoretical strands point in a broadly consistent direction: board gender diversity should, on average, 
be associated with more conservative financing choices and lower leverage. Where they diverge is in the mechanism 
proposed tighter monitoring, richer resources, financing caution, or behavioral risk aversion and it is this divergence 
in mechanism, rather than in predicted direction, that helps explain why the relationship’s strength and shape vary 
so markedly across the empirical settings reviewed next. 
 
Hypothesis Development 

Empirical work on board gender diversity and leverage has grown substantially over the past decade, and its 
findings, while not unanimous, converge on several recurring patterns. A first concerns debt maturity and type: 
female directors, particularly those in executive roles, have been associated with reduced reliance on long-term debt 
and a tilt toward short-term financing that lowers overall firm risk, while a board that reaches a critical mass of 
roughly three or more female directors tends to disperse its debt maturities more evenly, reducing the risk of having 
to refinance a large share of obligations at once (Abotula et al., 2025; Askarany et al., 2025). A second concerns the 
cost, rather than the quantity, of debt: gender-diverse boards have repeatedly been linked to a lower cost of debt, an 
outcome attributed to the reduced information asymmetry and improved transparency that comes with more diverse 
oversight (Usman et al., 2019). 

These patterns are not, however, uniformly linear. A recurring finding across multiple studies is an inverted 
U-shaped relationship between the share of women on the board and leverage-reducing outcomes: the debt-
dampening effect strengthens as female representation rises, up to a threshold most often placed around three women 
or 30 percent of the board, beyond which the relationship flattens or even reverses, as heightened risk aversion tips 
into financial policies conservative enough to erode firm value (Abotula et al., 2025; Kusi, 2025). This threshold is 
not stable across countries: Kusi (2025) reports a threshold closer to 34 percent in Ghana, while evidence from the 
United States places it nearer 28 percent (Aljughaiman et al., 2022), a divergence that points to national institutional 
and cultural context as a meaningful conditioning factor rather than a fixed universal cutoff. 

In the specific case of Indonesia, the limited direct evidence available is broadly consistent with this cross-
country picture while pointing to firm size as a particularly salient conditioning factor. Iryanti et al. (2023), examining 
Indonesian listed firms, find that firm size moderates the relationship between board gender diversity and corporate 
debt, suggesting that the governance channel through which female directors influence financing decisions operates 
differently across firms of different scale even within a single national setting. Evidence from the wider ASEAN 
region similarly indicates that women’s board representation shapes financial policy choices beyond leverage alone, 
including dividend payout and cash-holding decisions, reinforcing the view that female directors’ influence on 
financial policy in this region is not confined to a single outcome (Nadia & Hanafi, 2023). Building on this body of 
evidence, and consistent with agency theory’s emphasis on monitoring and pecking order theory’s emphasis on 
caution, greater board gender diversity is expected to be associated with a more conservative capital structure among 
the consumer non-cyclicals firms examined here.  
H1: Board gender diversity has a significant negative effect on the debt to asset ratio. 

If board gender diversity’s influence on financing decisions operates chiefly through monitoring, resource 
access, and risk aversion, then any factor that reinforces or undercuts those channels should also shape the strength 
of the relationship. Foreign ownership is one such factor, and the literature offers reasonably consistent, if not 
unanimous, support for the view that it strengthens rather than weakens the governance contribution of gender-
diverse boards. The argument for reinforcement rests on what foreign owners and directors are thought to bring to a 
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firm’s governance. Foreign shareholders, particularly institutional investors, are frequently credited with importing 
more rigorous governance norms from their home markets, reducing information asymmetry, and thereby amplifying 
the governance effects already associated with gender-diverse boards (Bona-Sánchez et al., 2026; Alshareef & 
Sulimany, 2024). This complementary relationship appears to hold with particular strength in emerging markets, 
where the governance gap that foreign investors can help close is typically wider to begin with, while family 
ownership, by contrast, tends to substitute for rather than reinforce gender diversity’s monitoring role (Alshareef, 
2024; Alshareef & Sulimany, 2024). Evidence from China offers a direct illustration: foreign institutional investors 
have been shown to actively prefer gender-diverse boards, treating diversity as a signal of lower information risk, 
which in turn eases the firm’s access to foreign capital (Ali et al., 2021). Where the two governance features coincide, 
firms have also been found to adopt more conservative financing overall lower leverage and a greater tilt toward 
short-term debt, particularly in emerging-market settings (Kamil & Appiah, 2022; Usman et al., 2019), and this 
reinforcing effect appears strongest in larger firms and those with higher foreign ownership, suggesting that scale 
and the depth of foreign engagement both matter for how much foreign ownership adds to gender diversity’s 
governance contribution (Iryanti et al., 2023; Kamil & Appiah, 2022). 

This is not to say the relationship is without friction. Foreign board representation, in particular, can 
introduce communication and coordination costs stemming from cultural distance between foreign and local 
directors, costs that appear to ease only with sufficient director tenure and an inclusive board culture (Cao et al., 
2019). Where foreign female directors bring international experience to the board, however, evidence points toward 
enhanced risk management and governance quality, particularly once a critical mass of women is present (Qian & 
Sahari, 2025; Satrio, 2026), and boards that combine both gender and nationality diversity have been found to 
manage financial risk more effectively though realizing this benefit depends on how well boardroom dynamics are 
led (Khalaf et al., 2024; Rodriguez et al., 2024). Ownership concentration works in a related but distinct direction. 
Where ownership foreign or otherwise is sufficiently concentrated, the additional monitoring that a gender-diverse 
board would normally provide can become partly redundant, since a concentrated owner already has both the 
incentive and the capacity to monitor management directly (Hassan, 2025). Institutional ownership, considered 
separately from foreign ownership, tends to have a more direct and consistent moderating effect on outcomes such 
as the cost of debt, whereas foreign ownership’s effect appears comparatively more context-dependent, contingent 
on the legal and cultural distance between the home and host markets (Das et al., 2025; Hamdan et al., 2024). For a 
market such as Indonesia’s where board gender diversity is not mandated by regulation and where foreign ownership 
constitutes a substantial and actively traded share of many listed firms’ equity, this body of evidence suggests foreign 
ownership is more likely to act as an amplifier of, rather than a substitute for, the governance contribution of female 
directors.  
H2: Foreign ownership significantly moderates the relationship between board gender diversity and the debt to asset 
ratio, strengthening its negative effect. 

 
METHOD  

This study adopts a quantitative, explanatory (causal-associative) research design intended to test the 
hypothesized relationships among board gender diversity, foreign ownership, and the debt to asset ratio using 
secondary panel data. The population for this study comprises all companies classified under the Consumer Non-
Cyclicals sector of the Indonesia Stock Exchange Industrial Classification (IDX-IC) and listed on the Indonesia 
Stock Exchange during the 2020-2024 observation period. The sample is selected from this population through 
purposive sampling, applying the following criteria: (1) the company is classified under the Consumer Non-Cyclicals 
sector and remains listed on the IDX continuously throughout 2020-2024; (2) the company publishes complete 
annual financial statements and annual reports for the entire observation period, including the ownership and board-
composition disclosures required to construct the study’s variables; and (3) the company does not undergo delisting, 
trading suspension, or a change in primary sector classification during the observation period. Firms failing to meet 
any of these criteria are excluded from the final sample, which consists of the resulting balanced panel of firm-year 
observations across the five-year window. Data for this study are secondary, drawn from the audited annual financial 
statements and annual reports of sample firms for fiscal years 2020 through 2024, accessed through the official IDX 
website (www.idx.co.id) and, where necessary, individual companies’ investor relations pages. Table 1 presents the 
measurement proxies for each variable used in the research model. 
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Table 1. Measurement of Variables 
Variable Measurement Reference 

DAR (Y) 
Total Liabilities

Total Assets
  Goh (2022) 

BGD (X) 
Number of Female Directors

Total Board Size
 × 100% Setiawan 

(2023) 

FOWN (Z) 
Shares Owned by Foreign Investors

Total Outstanding Shares
 × 100% Hasibuan & 

Purba (2022) 
 

To test H1 and H2, this study estimates the following panel data regression model using EViews 14. Where 
DAR denotes the debt to asset ratio; BGD denotes board gender diversity; FOWN denotes foreign ownership; and 
BGDXFOWN is the interaction term capturing the moderating effect of foreign ownership on the relationship 
between board gender diversity and the debt to asset ratio. Consistent with H1 and H2, the study expects both to be 
negative and statistically significant, indicating that board gender diversity reduces leverage and that foreign 
ownership strengthens this negative effect. This moderating relationship is tested using Moderated Regression 
Analysis (MRA), in which the sign and significance of the interaction coefficient determine whether, and in which 
direction, moderation occurs. 

 
RESULTS AND DISCUSSION  
Descriptive Statistics 

Purposive screening of the Consumer Non-Cyclicals sector produced 34 firms meeting every sampling 
criterion across the full observation window, yielding a balanced panel of 170 firm-year observations for 2020 to 
2024. Table 2 reports the distribution of each variable. 

Table 2. Descriptive Statistics 
Statistic DAR (Y) BGD (X) FOWN (Z) 

Mean 0.420253 11.91130 32.92371 

Median 0.424278 9.545455 20.00000 

Maximum 0.888152 55.55556 94.61000 

Minimum 0.067154 0.000000 0.020000 

Std. Deviation 0.183079 13.37875 32.21467 

Skewness 0.194405 1.116180 0.607118 

Kurtosis 2.435212 3.616043 1.792144 

Jarque-Bera 3.330288 37.98747 20.77746 

Probability 0.189163 0.000000 0.000031 

Observations 170 170 170 
 
Leverage in the sample is moderate and tightly centred. The mean debt to asset ratio of 0.4203 indicates that 

roughly 42 percent of the asset base of these firms is financed by liabilities on average, and the proximity of the 
mean to the median of 0.4243, together with a Jarque-Bera probability of 0.1892, confirms that the dependent 
variable is approximately normally distributed. The spread between the minimum of 0.0672 and the maximum of 
0.8882 nevertheless shows that financing policy within a single sector is far from uniform, ranging from firms that 
are almost entirely equity-funded to firms whose liabilities approach nine-tenths of total assets. 

The distribution of board gender diversity is the single most consequential feature of the sample for 
interpreting what follows. Female representation on the boards of directors averages only 11.91 percent, with a 
median of 9.55 percent, and the positive skewness of 1.1162 confirms that the bulk of observations cluster in the 
lower tail while a small number of firms pull the mean upward. At least one firm-year records no female director at 
all. Placed against the thresholds documented in prior work, the implication is stark: the sample average falls well 
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short of the 30 to 35 percent band identified by Kusi (2025), short of the roughly 28 percent needed before financing 
effects materialise in the United States (Aljughaiman et al., 2022), short of the 20 percent inflection reported for 
Latin American firms (González-Ruiz et al., 2025), and short even of the comparatively modest thresholds of 14.1 
and 15.4 percent estimated for European firms using a panel smooth transition specification (Omri et al., 2026). 

Foreign ownership, by contrast, is high on average but extraordinarily dispersed. The mean of 32.92 percent 
sits well above the median of 20 percent, and the standard deviation of 32.21 is almost identical to the mean itself. 
The kurtosis of 1.7921 is markedly platykurtic, describing a flat distribution with no pronounced central tendency 
rather than the peaked distribution one would expect of a variable clustered around a typical value. Read alongside 
a range running from 0.02 percent to 94.61 percent, this pattern suggests that the sample contains two structurally 
different kinds of firm: those in which foreign shareholders hold a modest portfolio stake, and those that are 
effectively subsidiaries of foreign parents exercising majority control. This heterogeneity is not incidental to the 
results reported below. 
 
Panel Data Model Selection 

The appropriate estimator was determined empirically through the standard sequence of specification tests, 
reported in Table 3. 

Table 3. Panel Data Model Selection Tests 
Test Statistic Prob. Decision 

Chow Cross-section F = 
46.849324 (33,134) 0.0000 Fixed Effect 

 Cross-section Chi-square = 
429.883378 (33) 0.0000  

Hausman Cross-section random Chi-
Sq. = 1.130812 (2) 0.5681 Random 

Effect 

Lagrange 
Multiplier 

Breusch-Pagan cross-
section = 273.2890 0.0000 Random 

Effect 
 

The Chow test rejects the pooled specification decisively, confirming that unobserved firm-level heterogeneity 
is present and that a common intercept across all 34 firms would be inappropriate. The Hausman test then returns a 
chi-square statistic of 1.1308 with a probability of 0.5681, comfortably above the five percent threshold, so the null 
hypothesis that firm-specific effects are uncorrelated with the regressors cannot be rejected and the random effects 
specification is preferred to fixed effects on efficiency grounds. The Lagrange Multiplier test corroborates this choice 
against the common effect alternative, with a Breusch-Pagan statistic of 273.2890 significant at the one percent level. 
All subsequent estimation therefore employs Panel EGLS with cross-section random effects and the Swamy-Arora 
estimator of the component variances. Because generalised least squares under a random effects structure explicitly 
models the variance components and weights observations accordingly, the estimator already accommodates the 
cross-sectional heteroscedasticity that would otherwise require separate correction. 
 
Hypothesis Testing Results 

Following the stepwise Moderated Regression Analysis procedure set out in the method section, board gender 
diversity and foreign ownership are entered first without the interaction term, after which the interaction is added. 
Table 4 reports the direct effect model. 

Table 4. Panel Regression Results, Direct Effect Model 
Variable Coefficient Std. Error t-Statistic Prob. 

C 0.401723 0.040370 9.951102 0.0000 

BGD (X) -0.000497 0.001005 -0.494974 0.6213 

FOWN (Z) 0.000743 0.000683 1.087796 0.2783 
 
The fitted direct effect equation is: 
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DAR = 0.401723 - 0.000497BGD + 0.000743FOWN + e  …………………. (1) 
 
Board gender diversity carries the negative sign anticipated by H1, but the coefficient of -0.000497 is 

statistically indistinguishable from zero, with a t-statistic of -0.4950 and a probability of 0.6213. Foreign ownership, 
entered here as a direct predictor rather than as a moderator, is likewise insignificant at 0.2783. Table 5 introduces 
the interaction term and reports the moderated regression used to test H2. 

 
Table 5. Panel Regression Results, Moderated Regression Model 

Variable Coefficient Std. Error t-Statistic Prob. 

C 0.384558 0.041416 9.285313 0.0000 

BGD (X) 0.001376 0.001649 0.834429 0.4052 

FOWN (Z) 0.001080 0.000718 1.504490 0.1344 

BGD*FOWN (XZ) -0.004045 0.002858 -1.415200 0.1589 

R-squared 0.020371 Adjusted R-squared 0.002667 

F-statistic 1.150631 Prob(F-statistic) 0.330389 
 
The fitted moderated regression equation is: 

DAR = 0.384558 + 0.001376BGD + 0.001080FOWN - 0.004045(BGD x FOWN) + e  ……. (2) 
 
The interaction coefficient of -0.004045 carries the negative sign predicted by H2, implying that the marginal 

effect of female board representation on leverage becomes progressively more negative as foreign ownership rises. 
The direction is therefore consistent with theoretical expectation. Statistically, however, the term does not reach 
conventional significance, returning a t-statistic of -1.4152 and a probability of 0.1589. The model again fails the 
joint significance test, with an F-probability of 0.3304, and although adding the interaction raises the weighted R-
squared from 0.0087 to 0.0204, the adjusted R-squared of 0.0027 confirms that the improvement is trivial.  
 
Board Gender Diversity and the Debt to Asset Ratio 

The rejection of H1 appears at first to contradict agency and pecking order theory, both of which predict that 
gender-diverse boards restrain the use of debt. The most economical explanation, however, concerns threshold rather 
than direction. Critical mass theory holds that a few women on a board function as tokens rather than as a coalition, 
with limited capacity to shift collective decisions until their presence can no longer be treated as exceptional. Abotula 
et al. (2025) place that point at three female directors, Kusi (2025) between 34 and 35 percent, and Aljughaiman et 
al. (2022) at roughly 28 percent. Mean representation of 11.91 percent in this sample reaches barely a third of the 
lowest of these benchmarks. The absence of a detectable effect is therefore what the theory predicts rather than a 
refutation of it. 

Two considerations reinforce this reading. The first is measurement. Wiersema & Mors (2024) find that 
women directors exert influence through preparation and persistent questioning, yet also that male colleagues may 
withhold recognition of them as equals, an impediment most acute where representation is thin. Qian & Sahari (2025) 
show that education, financial expertise, and international exposure matter more than headcount alone. A proportion 
variable registers presence but not standing or expertise. The second is context. Carrasco et al. (2015) and Yousuf & 
Aldamen (2021) demonstrate that high power distance and traditional occupational norms both depress female 
representation and blunt its effect once appointed, leading Hamdan et al. (2024) to caution against treating board 
diversity as a governance signal in markets where female participation in senior roles remains limited. Indonesia, 
which mandates no gender quota, fits that description closely. A third explanation is structural and specific to 
Indonesia. Diversity is measured here on the Board of Directors, the executive organ, whereas in a two-tier system 
the monitoring function that agency theory assigns to boards rests principally with the Board of Commissioners. 
Satrio (2026) finds that female directors and female commissioners exert differential effects precisely because their 
positions confer different roles. A prediction imported from single-tier settings may therefore be mis-specified when 
applied to the executive board alone. 
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The Moderating Role of Foreign Ownership 
The rejection of H2 rests on different logic, and the clearest explanation lies in the composition of foreign 

ownership itself. Its distribution here is high on average, extremely dispersed, and platykurtic, running from near 
zero to 94.61 percent, which means that a single percentage conflates two opposite governance situations. Where 
foreign shareholders hold majority stakes, as is common among Indonesian consumer goods firms operating as 
subsidiaries of multinational parents, monitoring occurs through group reporting lines and financing policy may be 
determined above the subsidiary board entirely. Where holdings are dispersed portfolio positions, investors exercise 
exit rather than voice. Neither configuration produces the boardroom-level amplification that H2 posits, yet the 
measure records both identically. 

This aligns with the substitution hypothesis of Hassan (2025), who finds ownership concentration inversely 
associated with board gender diversity and argues that blockholders capable of supervising management directly 
reduce reliance on board monitoring. Bona-Sánchez et al. (2026) report corroborating evidence, showing that the 
relationship between board diversity and the cost of debt reverses sign in the presence of a controlling shareholder. 
Where moderator and mechanism function as partial substitutes rather than complements, an insignificant interaction 
follows naturally. A second explanation is that moderation is itself subject to a critical mass condition. Das et al. 
(2025) find that the moderating influence of foreign and institutional ownership strengthens only once three or more 
women sit on the board. Foreign ownership can amplify a governance mechanism only where that mechanism 
already operates; it cannot amplify an effect that was never established. Given the rejection of H1 and mean 
representation of 11.91 percent, the failure of H2 follows almost as a corollary. Cultural distance may compound 
this, since Cao et al. (2019) show that foreign board representation can impair strategic decision-making until tenure 
lengthens and board culture becomes more inclusive, so that coordination costs partly offset governance benefits.  
 
CONCLUSION  

This study set out to determine whether board gender diversity influences the debt to asset ratio of consumer 
non-cyclicals firms listed on the Indonesia Stock Exchange, and whether foreign ownership strengthens that 
relationship. Using a balanced panel of 34 firms across 2020 to 2024, comprising 170 firm-year observations, and 
estimating a random effects model selected through the Chow, Hausman, and Lagrange Multiplier sequence in 
EViews 14, neither hypothesis was supported. Board gender diversity carries the anticipated negative sign but is 
statistically insignificant, and the interaction between board gender diversity and foreign ownership, while also 
negatively signed, does not reach conventional significance. Both the direct and the moderated models fail the test 
of joint significance. The explanation advanced here is that the conditions under which the theorised mechanisms 
operate were not met in this sample, rather than that the theories themselves are inapplicable. Indonesia's two-tier 
board structure locates the monitoring function with the Board of Commissioners rather than with the Board of 
Directors measured here. Cultural and institutional conditions constrain the exercise of influence even where seats 
have been allocated. Foreign ownership, distributed across a spectrum from negligible portfolio stakes to majority 
control, aggregates governance situations that are functionally opposite, and where foreign holdings are concentrated 
they substitute for board monitoring rather than reinforcing it.  

The study makes three contributions. It supplies sector-specific Indonesian evidence to a literature dominated 
by cross-country panels and by single-market studies conducted elsewhere. It documents a null result in a voluntary-
diversity, two-tier board setting, thereby helping to delineate the boundary conditions of propositions established 
mainly in mandated, single-tier environments. And it demonstrates that the moderating capacity of foreign ownership 
is itself contingent on the underlying governance mechanism being operative, a dependency that the moderation 
literature has tended to assume rather than test. Several limitations qualify these conclusions and indicate directions 
for further work. Board gender diversity is measured as a simple proportion of the Board of Directors, capturing 
neither the Board of Commissioners nor the seniority, independence, or expertise of the women concerned. Foreign 
ownership is measured as an aggregate percentage that does not distinguish strategic from portfolio holdings. The 
observation window coincides with the pandemic and its recovery, a period in which financing decisions were shaped 
by exogenous pressures unlikely to recur. Future research could address these constraints along several lines. 
Specifying board gender diversity in threshold or quadratic form, or as a dummy indicating whether a critical mass 
has been achieved, would test the nonlinearity that the descriptive statistics here strongly imply. Disaggregating 
foreign ownership into strategic and portfolio components would separate governance situations that the present 
measure conflates. Extending the measurement of diversity to the Board of Commissioners, or combining both 
organs through an index would align the construct more closely with the monitoring function agency theory describes 
within a two-tier system.   
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