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Abstract: This study aims to examine the impact of gender diversity
on the board of commissioners and the board of directors on stock
liquidity in manufacturing companies listed on the Indonesia Stock
Exchange. The research employs a multiple linear regression model.
Data were obtained from the companies' financial statements published
between 2014 and 2016, as well as from stock trading publications on
Yahoo Finance. The independent variables used are gender diversity on
the board of commissioners, measured by the ratio of female members
on the board of commissioners, and gender diversity on the board of
directors, measured by the ratio of female members on the board of
directors. The dependent variable in this study is stock liquidity,
measured using the Hliquidity Ratio. The results of the study indicate
that both gender diversity on the board of commissioners and the board
of directors has a significant positive effect on stock liquidity.
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INTRODUCTION

Liquidity is a critical consideration for investors, especially
short-term investors, when allocating capital in the financial market.
This is because the more liquid a stock, the easier it is to trade. Persaud
(2003) and McCoy (2003) argue that investors value liquidity,
preferring stocks with predictable liquidity to better anticipate
transaction costs. Unpredictable stock liquidity tends to be less
attractive, as it makes it difficult for investors to mitigate potential
losses.

Levine and Zervos (1996) suggest that companies strive to
enhance liquidity and minimize disruptions that could affect it, given
that liquidity influences capital flows and the market development of
their stocks. Due to the significance of stock liquidity for companies
and investors, it is essential to explore the factors influencing it.
Several empirical studies have found that corporate governance
mechanisms, such as board size, ownership structure, and board
composition, are key determinants of stock liquidity (Ali et al., 2016;
Attig et al., 2006; Chung et al., 2010).

In Indonesia, corporate governance is governed by Law No. 40
of 2007 on Limited Liability Companies and the 2006 General
Guidelines on Good Corporate Governance (GCG) by the National
Committee on Governance Policy (KNKG). Sound corporate
governance strengthens control mechanisms, reduces opportunistic
behavior, and minimizes information asymmetry. It also serves as a
tool to address agency problems, curbing actions that could harm

investors and other stakeholders. Effective governance aims to
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safeguard shareholders' interests by ensuring they receive accurate
corporate information.

The structure of the board of commissioners and the board of
directors plays a pivotal role in the implementation of good corporate
governance. Both bodies are essential in managing the company, and
one of the critical aspects of their function is diversity. Board diversity
refers to the variety of individuals on these boards, encompassing
differences in gender, race, ethnicity, and age. Research by Carter et al.
(2007) shows that board diversity has a significant positive impact on
company performance. A more diverse board of commissioners and
board of directors instills greater confidence that company decisions
will optimize performance (Rose, 2007).

Gender diversity has recently garnered attention, reflecting the
growing presence of women in the workforce and in career
advancement (Omar and Davidson, 2001). Corporate boards,
traditionally dominated by men, are increasingly open to female
participation. Figures 1 and 2 illustrate the presence of female
commissioners and directors, as well as gender diversity trends within
the boards of manufacturing companies listed on the Indonesia Stock
Exchange (IDX) from 2014 to 2016.
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Source: Manufacturing Company Annual Report 2014-2016
(processed data)

Figure 1: Female Commissioners and Directors in Manufacturing
Companies (2014-2016)
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Figure 2: Gender Diversity in the Boards of Commissioners and
Directors in Manufacturing Companies (2014-2016)

Figure 1 shows an upward trend in the number of female
commissioners and directors, while Figure 2 indicates a growing
number of companies with women in these roles. This trend reflects the
increasing recognition of the value that female perspectives bring to the
boardroom.

Previous research has primarily examined the impact of gender
diversity on financial performance (Carter et al., 2010; Erhardt et al.,
2003; Wang and Clift, 2009). However, fewer studies have explored
the relationship between gender diversity and non-financial aspects,
such as stock liquidity. While earlier studies have linked corporate

governance to stock liquidity (Ali et al., 2016; Chung et al., 2010),
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gender diversity on the boards has rarely been considered an essential
governance mechanism in this context.

Ahmed and Ali (2017) found a positive relationship between
board gender diversity and stock liquidity in a study involving 944
Australian companies listed on the ASX. Notably, Australia operates
under a one-tier board system, where both oversight and executive
functions are performed by the board of directors. In contrast,
Indonesia follows a two-tier system, with oversight by the board of
commissioners and executive functions carried out by the board of
directors. This structural difference motivates further research into the
influence of gender diversity on the boards in the Indonesian context.

Gender diversity on the board of commissioners has a positive
impact on stock liquidity. A more diverse board strengthens oversight
functions, reducing information asymmetry between managers and
investors (Lei et al., 2013). Women’s risk-averse and cautious nature,
balanced by men’s more aggressive and confident approach, fosters
improved decision-making and oversight (Milliken and Martins, 1996).
Enhanced oversight mitigates managerial opportunism, curbing
selective disclosure and fraudulent reporting practices, which in turn
increases investor confidence. Higher investor trust drives greater stock
trading activity, leading to improved liquidity.

Furthermore, gender diversity on the board of commissioners
promotes an objective, independent, and open environment (Cohen et
al., 1998; Abbott et al., 2012). Female commissioners tend to foster
teamwork, ensuring all opinions are considered. Their meticulous,
disciplined, and empathetic traits enhance the board’s commitment to

transparency and disclosure (Gul et al., 2011). Better disclosure
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practices create an informative environment between managers and
investors, encouraging investment decisions that boost trading activity
and stock liquidity (Gjerde et al., 2013).

Implementing gender diversity also signals that a company
adheres to sound governance practices, reducing information
asymmetry and mitigating agency conflicts between managers and
investors. This, in turn, increases the company’s perceived value,
leading to higher stock liquidity (Chung et al., 2010).

Ahmed and Ali (2017) concluded that board gender diversity
positively affects stock liquidity. Gul et al. (2011) found that diversity
on the board of commissioners improves information disclosure.
Moreover, Gjerde et al. (2013) and Lei et al. (2013) demonstrated that
better disclosure enhances stock liquidity. Thus, gender diversity on

the board of commissioners contributes positively to stock liquidity.

The Influence of Gender Diversity on the Board of Commissioners
on Stock Liquidity

Gender diversity on the board of commissioners enhances the
supervisory function of management (Lei et al., 2013). Differences in
characteristics—where women tend to be more risk-averse and
cautious, and men are generally more aggressive and confident—Ilead
to better decision-making and oversight (Milliken & Martins, 1996).
Improved oversight reduces information asymmetry between managers
and investors (Jurkus et al., 2011). Opportunistic managerial behavior,
such as selective information disclosure or fraud in reporting, can be

minimized. This strengthens investor confidence in their investment
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decisions, which positively impacts trading activities and improves
stock liquidity.

Ahmed and Ali (2017) found that gender diversity in corporate
boards has a positive effect on stock liquidity. Similarly, Gul et al.
(2011) concluded that gender diversity on the board of commissioners
enhances the quality of information disclosure. Gjerde et al. (2013) and
Lei et al. (2013) emphasized that improved information disclosure
positively affects stock liquidity. Thus, gender diversity on the board of
commissioners contributes positively to stock liquidity.

H1: Gender diversity on the board of commissioners positively
affects stock liquidity.

The Influence of Gender Diversity on the Board of Directors on
Stock Liquidity

Gender diversity on the board of directors adds diversity in knowledge,
creativity, and innovation (Watson et al., 1993). Differences in
thinking styles between men and women improve market
understanding (Robinson & Dechant, 1997) and provide broader
insights into evaluating investment opportunities (Adams, 2011). These
varied characteristics and backgrounds enrich the perspectives of the
board of directors, leading to better corporate decision-making and
enhanced firm performance. Enhanced performance signals "good
news" to the market, encouraging companies to disclose more
transparent information (Owusu-Ansah, 2000). Transparent firms
reduce information asymmetry, allowing investors to make informed

trading decisions and lowering their risk aversion. Furthermore,
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transparency narrows information gaps, attracting more investors and
increasing stock liquidity.
Ahmed and Ali (2017) showed that gender diversity in boards has a
positive impact on stock liquidity. Erhardt et al. (2003) and Liu et al.
(2014) found that gender diversity on the board of directors improves
firm performance, while Kusumastuti et al. (2007) highlighted its
positive effect on information disclosure. Gjerde et al. (2013) and Lei
et al. (2013) confirmed that better disclosure enhances stock liquidity.
Therefore, gender diversity on the board of directors positively
influences stock liquidity.

H2: Gender diversity on the board of directors positively

affects stock liquidity.

The Influence of Independent Commissioners on Stock Liquidity
Independent commissioners are board members who are
unaffiliated with management, other board members, or controlling
shareholders, and are free from business relationships that may
compromise their ability to act independently in the company's interest
(KNKG, 2006). Their presence ensures that oversight mechanisms
operate effectively and in compliance with laws and regulations,
safeguarding stakeholder interests and supporting good governance.
Effective oversight reduces agency problems, particularly in firms with
concentrated ownership (Fama & Jensen, 1983). Independent
commissioners play a crucial role in minimizing information
asymmetry, especially where blockholders have privileged access to

insider information compared to external investors. This fosters
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positive investor sentiment, leading to increased trading activity and
improved stock liquidity.

H3: Independent commissioners positively affect stock
liquidity.

The Influence of Board Size on Stock Liquidity

A larger board of commissioners enhances the effectiveness of
managerial oversight (Dalton, 1999). With more members, oversight
becomes more comprehensive, ensuring managers align with
shareholder interests. Additionally, larger boards enable task
specialization, allowing members to focus on areas of expertise
(Chtourou et al., 2001). Specialized oversight reduces agency problems
and information asymmetry by promoting more transparent corporate
disclosure. Improved access to relevant corporate information helps
investors evaluates the firm accurately, lowering their risk aversion and
increasing trading activity, which ultimately enhances stock liquidity.

H4: Board size positively affects stock liquidity.

The Influence of Leverage on Stock Liquidity

This study defines leverage as financial leverage, which arises
from the use of fixed-cost debt financing (Sudana, 2015). Debt
financing is used to amplify shareholder returns. Increased leverage
reduces agency costs between shareholders and managers, as managers
are compelled to meet fixed interest and principal payments, promoting
greater managerial discipline (Sudana & Intan, 2008). However, higher
leverage also increases default risk, motivating managers to pursue

optimal investment decisions to avoid insolvency. This reduces
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information asymmetry between managers and investors, generating
positive investor responses that improve stock liquidity.
H5: Leverage positively affects stock liquidity.

The Influence of Firm Size on Stock Liquidity

Larger firms tend to have higher stock liquidity. Large firms typically
have higher market capitalization and more stable earnings than
smaller firms. To sustain their stock value, larger firms often disclose
more comprehensive information about their performance and growth
(Diamond & Verrecchia, 1991). Such disclosures enhance investor
confidence, encouraging them to invest in the firm, which in turn
boosts trading activity and improves stock liquidity.

H6: Firm size positively affects stock liquidity.

METHODS

This study employs a multiple linear regression analysis model,
hypothesis testing, and classical assumption tests to explore the
relationships and effects among research variables. Based on the type
of data, this study uses quantitative data (in numerical form). In terms
of data sources, the data utilized are secondary data (obtained from
third parties, not directly from primary sources). The data were
collected from financial reports and annual reports of manufacturing
companies listed on the Indonesia Stock Exchange (IDX) during the
2014-2016 period. This research utilizes IBM SPSS Statistics 25 for
Windows as the statistical analysis tool.
The dependent variable, illiquidity ratio, is calculated using the

following formula:
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LIQ;, = —In(ILLIQ,,)
Variabel independen diversitas gender dewan komisaris

dihitung dengan rumus:

Jumlah perempuan di dewan komizaris;

WCoM,, =

Jumlah anggota dewan komizaris; ¢ (2)

The gender diversity of the board of commissioners has a
maximum value of 0.5 and a minimum value of 0. A calculation result
closer to 0.5 indicates a more balanced gender composition within the
board of commissioners, while a value further from 0.5 suggests a
more imbalanced composition. The more balanced the gender
composition of the board of commissioners, the higher its diversity.

The independent variable, gender diversity of the board of

directors, is calculated using the following formula:

__ Jumlah perempuan di dewan direksi; ,

WDIREC,, =

Jumlah anggota dewan direksij; (3)

Similarly, the gender diversity of the board of directors also has
a maximum value of 0.5 and a minimum value of 0. A value closer to
0.5 indicates a more balanced gender composition within the board of
directors, whereas a value farther from 0.5 reflects greater imbalance.
A higher degree of gender balance implies greater diversity on the
board of directors.

The control variables include independent commissioners, the
size of the board of commissioners, leverage, and firm size, which are

measured using the following formula:

total komisaris independen, ;

INDCOM,, =

total anggota dewan komisaris, , (4)
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COMSIZE;, = In [jumlﬂh anggota dewan komisaris;, (5)

total liabilitas, ;

total aset, (6)

LEV,,

Analytical Model
The analytical model employed in this study is multiple linear

regression analysis, formulated as follows:

LIQ;, = a+ B,WCOM,, + B,WDIREC;, + B3INDCOM,
+ B,COMSIZE,  + BLEV,, + B.FSIZE, +¢, .

Keterangan :
LIQi = Stock liquidity of company i in year t
WCOM;;; = Gender diversity of the board of commissioners of

company i in year t

WDIREC;; = Gender diversity of the board of directors of company
i inyeart

INDCOM;; = Percentage of independent commissioners in the
board of commissioners of company i in year t

COMSIZE;; = Size of the board of commissioners of company i in

year t

LEVi; = Leverage of company i in year t

FAGE;; = Size (age) of company i in year t

€ = Error term for company i in year t

o = Constant

Bn = Coefficients of the regression model variables
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RESULT AND DISCUSSION
Research Results Description

The companies analyzed in this study are manufacturing companies
listed on the Indonesia Stock Exchange (IDX) during the 20142016
period. The publicly traded manufacturing companies are grouped into
the following sectors: basic and chemical industries, miscellaneous
industries, and consumer goods industries. In this study, the data
selection and sample determination were conducted using purposive

sampling. After the sampling process, a total of 203 observations

were obtained over the three-year research period.

A detailed description of the research variables from each

sampled company can be found in Table 1.

Table 1, Descriptive Statistics

N  [Minimum [ Maximum Mean Std. Deviation

ILIQ 203 p,0780 [16,5100 6,458133 [3,9921949
WCOM 203 0,0000  [0,5000 0,096355 |0,1436115
WDIREC 203 0,0000  [0,5000 0,104729 0,1387187
INDCOM 203 00,1667  [0,7500 0,389306 0,0903962
COMSIZE | 203 [0,6931 [2,4849 1,345765 [0,3898129
LEV 203 00,0413  [0,9280 0,455201 0,2035269
FSIZE 203 P3,2451 33,7118 [27,892005 [2,1404011
\alid NJ] 203

(listwise)

Source: SPSS Statistics 21 Output
Table 1 presents the descriptive statistics of variables for
Indonesia during 2014-2016. The

variables used in the multiple regression analysis model include the

manufacturing companies

180
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number of observations (N), minimum value, maximum value, mean,
and standard deviation of each variable. The dependent variable in this
study is stock liquidity (LI1Q). The independent variables consist of
gender diversity of the board of commissioners (WCOM) and gender
diversity of the board of directors (WDIREC). Control variables
include independent commissioners (INDCOM), board size
(COMSIZE), leverage (LEV), and firm size (FSIZE).
Regression Model Analysis

The following section presents the results of the analysis and
hypothesis testing using the multiple linear regression model. This
model assesses the impact of gender diversity on the board of
commissioners and gender diversity on the board of directors on
the dependent variable, stock liquidity. The results of the regression
model are summarized in Table 2.

Table 2, Summary of Regression Analysis Results

Variabel Variabel Model Regresi

Dependen Independen | Koefisien | Sig. T | Kesimpulan

Likuiditas Constant -30,713 0,000* | -

Saham WCOM 2,686 0,041* | Signifikan
WDIREC 4,589 0,001* | Signifikan
INDCOM 4,589 0,031* | Signifikan
COMSIZE 1,632 0,006* | Signifikan
LEV -1,061 0,264 Tidak signifikan
FSIZE 1,181 0,000* | Signifikan
R Square 0,584

Source: SPSS Statistics 21 Output
*) Significant at the 5% Level
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Based on Table 2, the regression analysis results indicate that
gender diversity of the board of commissioners (WCOM) has a
significant positive coefficient. This implies that gender diversity on
the board of commissioners significantly and positively affects stock
liquidity. Since the independent variable’s significance value is below
the predefined significance level, H1 is accepted. The regression
analysis also shows that gender diversity of the board of directors
(WDIREC) has a significant positive coefficient, indicating that
diversity within the board of directors also significantly enhances stock
liquidity. With a significance value below the threshold, H1 is
accepted.

The independent commissioner (INDCOM) variable has a
significant positive coefficient, meaning independent commissioners
significantly improve stock liquidity. The board size (COMSIZE)
variable also shows a significant positive coefficient, indicating that a
larger board of commissioners positively influences stock liquidity.
Conversely, leverage (LEV) has an insignificant negative coefficient,
suggesting it does not significantly impact stock liquidity. Meanwhile,
firm size (FSIZE) has a significant positive effect, indicating that larger
firms experience higher stock liquidity.

The coefficient of determination (R?) measures how much the
independent variables influence the dependent variable. As shown in
Table 4.4, the R2 value for stock liquidity is 0.584, meaning 58.4% of
the variability in stock liquidity is explained by the gender diversity of
the board of commissioners (WCOM), gender diversity of the board of
directors (WDIREC), independent commissioners (INDCOM), board
size (COMSIZE), leverage (LEV), and firm size (FSIZE). The
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remaining 41.6% is attributed to other variables not included in this
research model.

Discussion

The Effect of Gender Diversity of the Board of Commissioners on
Stock Liquidity

The regression results indicate that gender diversity on the
board of commissioners has a significant positive effect on stock
liquidity. In other words, higher gender diversity within the board leads
to increased stock liquidity. These findings align with the research of
Ahmed and Ali (2017), which concluded that gender diversity
positively influences stock liquidity. A more diverse board enhances
the monitoring function over management (Lei et al., 2013) due to the
differing characteristics of male and female members. Women tend to
be more risk-averse and cautious, while men are often more aggressive
and confident, fostering a more effective oversight function. Enhanced
monitoring reduces information asymmetry between managers and
investors (Jurkus et al., 2011), minimizing managerial opportunism
such as selective disclosure and fraudulent practices. As a result,
investors gain confidence in their decisions, leading to increased stock
trading activity and improved stock liquidity.

Moreover, gender diversity fosters a more objective,
independent, and open decision-making climate (Cohen et al., 1998;
Abbott et al.,, 2012). Female commissioners tend to encourage
participation from all board members, facilitating teamwork.
Additionally, female board members are often more meticulous,
disciplined, and committed to their tasks, with a greater focus on

others' needs (Gul et al., 2011). This encourages companies to disclose
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more transparent information, creating a positive information
environment between managers and investors. With improved
transparency, investor confidence rises, boosting stock liquidity.

Furthermore, gender diversity reflects the implementation of
good corporate governance, reducing information asymmetry and
agency conflicts between managers and investors. This governance
mechanism enhances the company's value in the eyes of investors,
further improving stock liquidity.

The Effect of Gender Diversity of the Board of Directors on Stock
Liquidity

The regression analysis also reveals that gender diversity on the
board of directors significantly impacts stock liquidity. Higher
diversity within the board enhances the company’s stock liquidity. This
finding is consistent with Ahmed and Ali (2017), who found that board
diversity positively affects liquidity. Diversity brings a broader range
of knowledge, creativity, and innovation (Watson et al., 1993). The
distinct thinking styles of men and women enrich the board’s
understanding of market opportunities and improve investment
evaluation.

Such diversity broadens the board’s perspectives, leading to
better decision-making and enhanced company performance. Improved
performance is considered good news, encouraging companies to
provide greater transparency. A transparent environment reduces
information asymmetry, enabling investors to make more informed
decisions, which reduces their risk aversion and encourages trading,

thus enhancing stock liquidity.
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The Effect of Independent Commissioners on Stock Liquidity

The results show that independent commissioners significantly
positively influence stock liquidity. A higher proportion of independent
commissioners leads to better stock liquidity. These findings align with
Ahmed and Ali (2017), who demonstrated that independent
commissioners positively impact liquidity. Independent commissioners
enhance the effectiveness of oversight mechanisms, ensuring fairness
and the achievement of company goals.

Effective oversight reduces agency problems, especially in
companies with concentrated ownership. By minimizing information
asymmetry, the risk of opaque information decreases, fostering positive
investor reactions and encouraging stock trading, which ultimately
improves liquidity?

The Effect of Board Size on Stock Liquidity

The analysis indicates that board size has a significant positive
effect on stock liquidity. A larger board of commissioners enhances
stock liquidity. As Dalton (1999) argued, a larger board improves the
monitoring function by distributing oversight responsibilities across
more members. This encourages managers to act in the best interests of
shareholders.

Additionally, larger boards allow for specialization, where
members focus on specific oversight areas, leading to more effective
monitoring. With improved governance and transparency, agency
problems and information asymmetry are reduced, promoting positive

investor reactions and enhancing stock liquidity.
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The Effect of Leverage on Stock Liquidity

The results indicate that leverage does not significantly affect
stock liquidity. This finding contrasts with Ahmed and Ali (2017), who
found a significant positive relationship between leverage and
liquidity. High leverage can reduce agency conflicts and information
asymmetry, potentially improving liquidity. However, companies with
high leverage also face higher debt burdens and difficulties in meeting
interest payments.

If a company fails to meet its obligations, it risks bankruptcy,
which triggers negative investor reactions, deterring investment in the
company’s stock. Therefore, leverage has an insignificant impact on
stock liquidity.

The Effect of Firm Size on Stock Liquidity

The analysis shows that firm size significantly positively affects
stock liquidity. Larger companies experience higher stock liquidity.
This finding aligns with Ahmed and Ali (2017), who concluded that
firm size positively impacts liquidity. Larger firms typically have
greater market capitalization and generate more stable profits than
smaller companies.

These companies tend to disclose more information to
demonstrate their growth and performance, helping maintain their
stock value in the market. Such transparency enhances investor trust

and attracts more investments, ultimately increasing stock liquidity.
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CONCLUSION

Based on the results of multiple linear regression analysis on the
sample of manufacturing companies listed on the Indonesia Stock
Exchange (IDX) for the 2014-2016 periods, the following conclusions
were drawn:

Gender diversity of the board of commissioners has a
significant positive effect on stock liquidity. This indicates that the
higher the gender diversity of the board of commissioners, the greater
the company's stock liquidity.

Gender diversity of the board of directors also has a
significant positive effect on stock liquidity. This suggests that
increasing gender diversity in the board of directors enhances the
company’s stock liquidity.

Recommendations for company shareholders: When determining
the composition of the board of commissioners and the board of
directors, gender diversity should be taken into consideration, as the
findings of this study show that gender diversity in both boards
significantly improves stock liquidity.

For investors: In making investment decisions in the capital
market, investors should consider the gender diversity of both the
board of commissioners and the board of directors, as these factors are
found to positively influence stock liquidity.

For future research: Further studies should examine the effect of
gender diversity in the board of commissioners and board of directors

on stock liquidity using a broader sample that includes non-financial
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companies, not just manufacturing firms. This will provide more

comprehensive and generalizable results.
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