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Abstract

Financial performance constitutes a fundamental metric for appraising a firm’s value-generation capabilities and
operational sustainability, while simultaneously functioning as a key informational signal for investor assessments
of corporate prospects. Internal organizational factors namely leverage, institutional ownership, and board gender
diversity are hypothesized to exert influence over this performance. To evaluate these propositions, an associative
quantitative methodology utilizing secondary data is applied to manufacturing companies listed on the Indonesia
Stock Exchange (IDX) from 2022 to 2024. Through purposive sampling, 9o observations are selected and subjected
to multiple linear regression analysis. The resulting findings indicate that, against some expectations, leverage and
institutional ownership do not have a significant impact on financial performance within the examined
manufacturing firms. By contrast, gender diversity shows a positive and significant effect. These findings provide
important implications for company management and stakeholders in designing more inclusive governance
strategies, particularly by encouraging increased gender diversity in leadership structures. In addition, the results
of this study can serve as a basis for consideration by investors in assessing company performance, as well as for
regulators in formulating policies that support sustainable corporate governance practices oriented toward
performance improvement.

Keywords: Financial Performance, Gender Diversity, Institutional Ownership, Leverage.

1. Introduction

A fundamental driver of accelerated economic development lies in the corporate role of
value creation and resource optimization, through which firms substantively enhance
macroeconomic dynamism (Lestari & Mutmainah, 2020). This contribution is greatly
influenced by the manufacturing sector, as people’s purchasing power is closely related to
companies’ expansion capacity and production levels. Throughout 2024, the manufacturing
sector has been the backbone of the economy, contributing 18.98% to the national Gross
Domestic Product or GDP. This figure shows an increase compared to 2023, which contributed
18.67% to the national GDP (BPS, 2024). Increased market demand has encouraged
manufacturing companies to increase their spending on raw materials and production
capacity, which in turn has affected their financial performance.

However, current conditions show that the manufacturing sector is facing significant
pressure. Data shows that domestic manufacturing production and orders plummeted in July-
September 2024. In July, the Purchasing Manager Index (PMI) was 49.3, while in August and
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September it was 48.9 and 49.2, respectively (Kompas, 2024). This decline in production is
the sharpest since August 2021. The decline in production was influenced by weakening
domestic and international demand (Kompas, 2024). This phenomenon indicates that
manufacturing companies are under operational and financial pressure. Companies are
required to continuously optimize their financial conditions in order to survive and adapt to
the rapidly changing dynamics. Therefore, financial performance is a key indicator that
reflects the level of success and achievement of a company (Eliya & Suprapto, 2022).

Financial performance is defined as the realized outcome of a firm’s achievements over
a specific accounting period, indicating the robustness or weakness of its financial position.
Evaluation of this performance relies on the analysis of financial statements, which are
documentary records that encapsulate a company’s periodic financial data and information.
These statements ultimately function as the principal instrument for appraising and making
sense of the company’s financial performance (B. G. Putri & Munfaqiroh, 2020).

In financial statements, the aspect that is most closely watched by users of financial
information is the level of profit generated by the company (Anandamaya & Hermanto, 2021).
Return on assets (ROA) can be used as an instrument to assess financial performance.
Basically, ROA is a ratio that serves to assess the extent to which a company is able to generate
profits through the utilization of all its assets (Pratiwi & Rahim, 2024).

Defined as the proportion of corporate activities financed through external debt,
leverage is primarily employed to maximize profits (Anandamaya & Hermanto, 2021). More
fundamentally, leverage captures a company’s ability to utilize fixed-cost assets or funds to
increase owners’ rates of return. Despite potential cross-sectional or temporal variation in
leverage ratios, a clear risk-return relationship holds: higher leverage amplifies both risk
exposure and expected income (Amalia & Khuzaini, 2021). Empirical evidence on this
relationship remains mixed. Estiasih et al. (2024) report that leverage does impact financial
performance, whereas Krisdamayanti & Retnani (2020) find no significant effect of the
leverage variable on financial performance.

Gender diversity is a crucial aspect for company development. It creates value because
it can increase contributions through more alternatives being considered, which ultimately
has an impact on creativity and product quality. This gender diversity can be measured by the
number of women who hold positions as commissioners or directors in a company. This
emphasis is reinforced by the fact that the presence of women positively affects a company’s
financial performance (Eliya & Suprapto, 2022). Corroborating this assertion is the work of
Anggraini et al. (2023) which identified a statistically significant relationship between board-
level gender diversity and corporate financial performance.

Given the unresolved discrepancies in prior empirical work, the present study examines
the respective roles of leverage, institutional ownership, and gender diversity in shaping
financial performance among Indonesia’s manufacturing companies. Although extant
research has extensively explored these three determinants, the results to date exhibit
considerable inconsistency. More precisely, whereas certain studies document a positive
relationship between leverage, institutional ownership, and financial performance, other
research fails to confirm any statistically meaningful effect. In addition, studies on gender
diversity in manufacturing companies in Indonesia are still relatively limited and generally
use short observation periods or focus on specific sectors. These differences in results and
limitations indicate a research gap that needs to be further explored.

Accordingly, this investigation aims to fill the existing research gap by reanalyzing how
leverage, institutional ownership, and gender diversity influence the financial performance of
Indonesia Stock Exchange-listed manufacturing companies between 2022 and 2024.
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Undertaking this study carries substantial importance given its dual contributions both
theoretical and practical. Theoretically, the results are expected to enrich scholarly
understanding of the factors shaping corporate financial performance, particularly in the
context of developing economies. Practically, the findings can inform decision-making by
corporate management, investors, and regulatory bodies, offering evidence-based insights for
designing strategies related to capital structure management, corporate governance practices,
and diversity policies that ultimately improve financial performance.

2. Literature Review

2.1. Agency Theory

The fundamental premise of Agency Theory, as advanced by Jensen & Meckling (2019),
posits that the division between corporate ownership and control inevitably gives rise to latent
interest misalignment between principals (owners) and agents (managers). Under this
formulation, the authors define the agency relationship as a contract between principal and
agent, one that authorizes the agent to exercise decision-making power in service of the
principal’s interests.

From the perspective of agency theory, which explains the relationship between
corporate financial structure, governance, and financial performance, leverage can act as a
managerial disciplining tool. While debt servicing requirements motivate managers to
enhance operational efficiency, an increase in leverage also heightens the firm’s financial risk.
The existence of institutional ownership, which can be interpreted as share ownership by
institutions or agencies, can reduce agency problems by utilizing information, thereby
encouraging more optimal supervision of manager performance (Setyasari et al., 2022).

The existence of large institutional ownership can have an influence that minimizes
agency costs arising from opportunistic behavior by managers seeking loopholes for personal
gain (Deniza et al., 2023). In the context of gender diversity, agency theory explains that
diversity on the board of directors can strengthen the oversight mechanism over management.
Fitroni & Feliana (2022) assert that a diverse board of directors exhibits a clear positive
relationship with enhanced financial performance, even while allowing for superior
management oversight. Similarly, Rahmat (2024) suggests that the presence of women on
boards often correlates with higher-quality decision-making and monitoring, which in turn
may significantly influence corporate financial performance.

2.2, Financial Performance

Reflecting a company’s ability to generate earnings and allocate resources efficiently,
financial performance is commonly evaluated using ratios such as Return on Assets (ROA)
(Syadeli & Sa’adah, 2021). Financial performance is both a key driver of corporate
development and goal attainment (Pramono et al., 2022) and moreover, financial
performance represents a methodical analytical process through which the efficacy and
operational efficiency of a firm’s activities are assessed across a specified accounting period.
From an agency theory perspective, improved financial performance indicates that the
company has successfully achieved the main objectives underlying its establishment
(Krisdamayanti & Retnani, 2020). Meanwhile, as a financial metric, Return on Assets (ROA)
quantifies a company’s profit-generating capacity derived from its investment activities
(Eseimieghan & Onuorah, 2025; Eyamu et al., 2025). In essence, ROA reflects the effectiveness
of a business entity in achieving profitability based on its total assets. The ratio also enables
evaluation of how skillfully management deploys assets to realize earnings (Sari, 2020).
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2.3. Leverage

Serving as a financial metric that quantifies the proportion of corporate assets financed
through debt obligations, leverage is measured in this investigation using the Debt to Asset
Ratio (DAR) (Aprianingsih & As’ari, 2023). A heightened leverage level signifies that the firm’s
funding structure is predominantly composed of debt rather than equity. An increasing level
of leverage has the potential to cause financial risk because the interest burden that the
company must bear also becomes greater. Conversely, low leverage reflects relatively small
financial risk, although the consequence is that the rate of return obtained by the company
tends to be lower (Lutfiana & Hermanto, 2021).

2.4. Institutional Ownership

Institutional ownership refers to shareholders who are institutions or entities, such as
financial institutions, governments, foreign institutions, legal entities, trust funds, and various
other organizations or institutions (Himawan & Fazriah, 2021). Through monitoring
mechanisms, institutional ownership serves to mitigate agency conflicts, given that
institutional investors possess both the resources and the incentives to oversee managerial
decisions with greater efficiency (Himawan & Fazriah, 2021).

2.5. Gender Diversity

Gender diversity is a crucial element in company expansion because it can provide added
value. This occurs via greater contributions and expanded viewpoints when weighing
alternative options, which ultimately improves creativity and product quality (Dobija et al.,
2022). Furthermore, the board of directors holds a critical function within corporate
governance systems, namely to protect and secure the interests of shareholders (Eliya &
Suprapto, 2022). A broader array of ideas and perspectives accrues to companies when
diversity characterizes board composition. Moreover, the divergent viewpoints between male
and female board members serve to enrich the organization’s cognitive repertoire, thereby
facilitating the recognition of a wider spectrum of potential risks and corresponding solutions.
A gender-balanced board also ensures access to a more diverse understanding of employee
and consumer preferences, including considerations based on gender.

2.6. Hypothesis Development
Leverage is a financial ratio measuring how extensively a company uses debt to finance

operations (S. R. Putri & Mayangsari, 2023). Furthermore, research by Cahyati et al. (2024)
explains that effective debt management allows companies to optimize debt as a funding
source for profit generation, which in turn improves the firm’s financial performance.
Companies that use funds through debt can optimize revenue and expand operations. This
research is in line with (Ardiles, 2024), who revealed that leverage has a positive effect on
financial performance. With high leverage, companies can be utilized to obtain higher profits
by using capital from debt or assets financed by debt, thereby enabling companies to maximize
their operations and increase their profits.
Hz1: Leverage has a positive effect on financial performance

Institutional ownership refers to shareholders from outside the company, namely
institutions or other business entities that act as investors in a company. Institutional share
ownership, such as by the government or legal institutions, encourages stricter supervision of
management because these institutions have the means to monitor. Greater institutional
ownership strengthens the supervisory function over management, thereby potentially
increasing the efficiency of corporate asset utilization. According to the study, institutional
ownership positively affects financial performance: the larger the institutional shareholding,
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the better the company’s financial performance. This confirms that the proportion of shares
held by institutions, whether large or small, determines financial performance.
H2: Institutional ownership has a positive effect on financial performance

According to Anggraini et al. (2023), board gender diversity brings diverse perspectives
and experiences to strategic decision-making, which can improve corporate governance
effectiveness and financial performance. Crucially, this diversity functions as a risk-balancing
mechanism, where the diversity of character and background of board members has the
potential to create balance in risk-taking and managerial oversight. This condition results in
stable risk management, which does not lean towards extreme aggressiveness or defensiveness
(Novita & Lukman, 2025).

Gender diversity positively affects corporate financial performance, according to
Purnama et al. (2025), indicating that female board representation contributes meaningfully
to firm value beyond any symbolic function. The empirical evidence presented leads to the
conclusion that board-level diversity fortifies oversight over managerial conduct and
augments the effectiveness of strategic deliberations.

H3: Gender diversity has a positive effect on financial performance

Leverage

Institutional Ownership ————— J] Financial Performance

Gender Diversity

Figure 1. Research Framework
Source: Researcher’s compilation, 2025

The research framework in Figure 1 shows that financial performance is influenced by
three main variables, namely leverage, institutional ownership, and gender diversity. Leverage
serves as a measure of debt utilization in a company’s capital structure, thereby affecting its
risk profile and profit-generating capacity. In parallel, institutional ownership captures the
fraction of equity controlled by institutional investors, a factor that plays a significant role in
enhancing supervisory capabilities and governance practices. Meanwhile, gender diversity
refers to gender diversity within the management or board ranks, which is believed to enrich
perspectives in decision-making. It is assumed that these three independent variables directly
affect corporate financial performance, both partially and simultaneously. Accordingly, this
study aims to empirically test and analyze these proposed relationships.

3. Research Method

Employing an associative quantitative design to test variable relationships, this study
focuses on manufacturing firms listed on the Indonesia Stock Exchange (IDX) over the 2022—
2024 period, utilizing secondary data extracted from annual financial reports accessible via
the IDXs official portal. The population comprises 228 manufacturing companies for the most
recent 2024 period. A purposive sampling strategy was applied based on three criteria: (1)
consecutive listing on the IDX throughout 2022-2024, (2) publication of complete financial
statements, and (3) availability of data for all research variables. As presented in Table 1, the
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resulting dataset constitutes balanced panel data encompassing 30 manufacturing firms as
cross-sectional units across a three-year observation period (2022-2024), yielding an
aggregate of 90 observations.

Table 1. Sampling Criteria

Criteria Sample
Population Manufacturing companies listed on the Indonesia Stock Exchange in 228
the latest period of 2024
Companies listed on the IDX consecutively during the 2022-2024 period 185
Companies for which complete financial reports are available for the 2022-2024 124
period
Manufacturing companies listed on the Indonesia Stock Exchange that have 30
data related to all research variables (2022-2024)
Total sample over 1 year 30
Total sampel over 3 year (30x3) 90

Source: Data processed, 2025

This study involved a pooled data approach with multiple linear regression as a form of
simplification of analysis, taking into account software limitations. The strength of the model
was evaluated through descriptive statistical testing as well as classical assumption
diagnostics, in conjunction with multiple linear regression analysis. SPSS version 27 served as
the analytical tool for data processing.

Table 2. Operational Definitions and Measurement of Variables

Variable

Definition

Measurement

Leverage

Institutional
Ownership

Gender
Diversity

Financial
Performance

Employed as a metric to evaluate
the degree to which a firm’s asset
base is funded by liabilities or debt,
leverage constitutes a key financial
indicator (Joe & Ginting, 2022).
Institutional ownership is defined
as the ownership stake in a
company held by institutions or
legal entities, such as insurance
providers, banking institutions,
investment companies, and other
organizational shareholders
(Burhan & Malau, 2021).

Enabling a more exhaustive and
holistic evaluation of any given
issue, gender diversity within work
teams typically facilitates the
accumulation of a broader range of
experiences and perspectives
(Fitroni & Feliana, 2022).
Financial performance is essential
for assessing a company’s progress.
It reflects the firm’s financial
condition, generally evaluated
using various financial measures or
ratios (Jumantari et al., 2022).

KG

DAR — Total Liabilities
" Total Assets

Num. of institutional shares
= x 100%

"~ Num.of shares outstanding

Number of female directors
= x 100%

"~ Number of board members

ROA — Net Profit
" Total Assets

@
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As summarized in Table 2, this investigation encompasses four variables: leverage,
institutional ownership, gender diversity, and financial performance. Leverage is
operationalized via the Debt to Asset Ratio (DAR), a metric that quantifies the proportion of a
company’s assets financed through debt obligations (Joe & Ginting, 2022). Measured as a
percentage, institutional ownership is computed as the number of institutional shares divided
by total outstanding shares, multiplied by 100% (Burhan & Malau, 2021). According to Fitroni
& Feliana (2022), gender diversity is operationalized by dividing the number of female
directors by the total board size and multiplying the result by 100%. In parallel, financial
performance which essential for analyzing a firm’s expansion is measurable via the return on
assets (ROA) metric.

4. Results and Discussion
4.1. Research Results

4.1.1. Descriptive Statistical Analysis
To ascertain the minimum, maximum, mean, and standard deviation for each variable
descriptive statistical analysis was apllied. The corresponding results are displayed in table 3.

Table 3. Descriptive Statistics Results
N Minimum Maximum Mean Std. Deviation

Leverage 90 0.0326 0.866 0.3809 0.2056
Institutional Ownership 90 0.0092 0.9249 0.6126 0.2377
Gender Diversity 90 0.0000 0.4545 0.0902 0.1340
Financial Performance 90 0.0032 0.2928 0.0769 0.0588
Valid N (listwise) 90

Source: SPSS 27 Output

Descriptive analysis reveals that leverage (DAR) has a mean of 0.3809 (SD = 0.2056),
indicating variation in debt usage across manufacturing firms. Institutional ownership
averages 0.6126 (SD = 0.2377), gender diversity averages 0.0902, and financial performance
(ROA) averages 0.0769, the latter reflecting profit generation from assets during 2022-2024.

4.1.2. Classical Assumption Test

The classical assumption test results and partial t-test outcomes are reported in Table 4.
As shown, the research model meets all classical assumption criteria including normality,
multicollinearity, autocorrelation, and heteroscedasticity and the table also presents the effect
of each independent variable on corporate financial performance.

Table 4. Classical Assumption Test Results
Normality Multicollinearity Autocorrelation Heteroscedasticity

Test Test Test Test
Model As

gg P-  Tolerance VIF Durbin-Watson t Sig.
(Constant) 0.200 0.921 3.679 <0.001
Leverage 0.967 1.034 1.659 0.101
Institutional o 10 1o 0.21
Ownership 949 -053 244 217
Gender
Diversity 0.952 1.050 1.726 0.088

Dependent Variable: Financial Performance (ROA)
Source: SPSS 27 Output
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The normality test serves to verify whether the residuals in the regression model are
normally distributed. As shown in Table 4, the Kolmogorov-Smirnov test (N=90) was applied,
and after corrective measures were taken to address normality concerns, the unstandardized
residuals produced an Asymp. sig. (2-tailed) of 0.200 > 0.05. This result permits the inference
that the tested data follow a normal distribution, meaning the normality requirement has been
successfully fulfilled. With respect to multicollinearity, a phenomenon characterized by high
correlations among independent variables that can destabilize coefficient estimation and
hinder interpretability, the diagnostic tests yield tolerance values greater than 0.10 and VIF
values below 10. These results demonstrate that no multicollinearity exists among the
predictor variables. Therefore, the regression model meets the criteria to advance to further
analysis.

Autocorrelation refers to the relationship between the current residual and its lagged
value. To detect this phenomenon, the Durbin-Watson test was applied, producing a statistic
of 0.921. Given that the value lies within the -2 to 2 range, the regression model has no
autocorrelation. The Glejser test for heteroscedasticity which regressing absolute residuals
against each independent variable shows significance levels > 0.05 for all variables in Table 4,
indicating no heteroscedasticity. Thus, the model meets the homoscedasticity assumption and
is efficient.

4.1.3. Regression Analysis Test
A regression test examining how leverage, institutional ownership, and gender diversity
influence financial performance was conducted, with findings reported in Table 5.

Table 5. Regression Analysis Results

Unstandardized Standardized
Model Coefficients Coefficients T Sig.
B Std. Error Beta
(Constant) 0.037 2.819 2,016 0.047
Leverage - 0.005 0.133 0.253 -0.173 0.863
Institutional 0.0 0.02 0.190 1,888 0.062
Ownership 047 025 19 ’ )
Gender Diversity 0.149 0.044 0.340 3,386 0.001%

Source: SPSS 27 output

Table 5 provides the regression analysis for the three independent variables. Leverage
yields a coefficient of -0.005, a computed t-value of -0.173 (versus the critical value of
1.98793), and a p-value of 0.863 well above the 0.05 cutoff. Consequently, the findings support
the rejection of Hi, confirming that leverage does not significantly influence financial
performance. Regarding institutional ownership, the coefficient stands at 0.047 with a t-value
of 1.888 (t-table = 1.98793) and a significance of 0.062 > 0.035, failing to establish a positive
significant effect; therefore, H2 is rejected. By contrast, gender diversity yields a coefficient of
0.149, a t-value of 3.386 (exceeding the t-table), and a significance of 0.001 < 0.05, indicating
a positive and statistically significant impact. Hence, H3 is accepted.

4.1.4. F-Test

The results of the simultaneous F-test are displayed in Table 6, which supplies the
calculated F-value and corresponding p-value required to determine if leverage, institutional
ownership, and gender diversity jointly affect corporate financial performance.

TRANSPUBLIKA
@) veanspus


https://transpublika.co.id/ojs/

Faiz Kanz Pradana et al. | Volume 5 No. 2 2026

Table 6. F Test Results

Model Sum of Squares @ Df Mean Square F Sig.
Regression 0.054 3 0.018 6,039 0.001P
1 Residual 0.255 86 0.003
Total 0.309 89

Source: SPSS 27 Output

The model’s adequacy is confirmed by a significance level of 0.001 (< 0.05) and an F-
statistic of 6.039, which exceeds the F-table benchmark of 2.71.

4.1.5. Coefficient of Determination Test

Table 7 presents the results of the coefficient of determination analysis, wherein the R,
R Square, and Adjusted R Square statistics are employed to measure the extent to which
leverage, institutional ownership, and gender diversity collectively explain the variance in
corporate financial performance.

Table 7. Determination Coefficient Test Results
Model R R Square Adjusted R Square Std. Error of the Estimate
1 0.6022 0.174 0.145 0.054 44
Source: SPSS 27 Output

Table 7 reports the explanatory capacity of leverage, institutional ownership, and gender
diversity in relation to financial performance. With an Adjusted R-Square value of 0.145, the
model accounts for roughly 14.5% of the variance in the dependent variable, while the
remaining 85.5% is explained by other exogenous variables that were not included in this
analysis.

4.2. Discussion

4.2.1. The Effect of Leverage on Financial Performance

Supported by a t-statistic of -0.173 and a significance level of 0.863 (well above the 0.05
threshold), the rejection of the first hypothesis (H1) leads to the conclusion that leverage exerts
no influence on financial performance. This finding deviates from the agency theory
framework articulated by Jensen & Meckling (1976), given that the reliance on debt financing
over equity has not translated into enhanced corporate financial performance within the
context of this study. Specifically, manufacturing firms have been unable to deploy debt
effectively to generate returns surpassing the associated costs. The absence of a significant
leverage effect implies that fluctuations in leverage levels do not correspond to variations in
financial performance, attributable to the fact that manufacturing companies do not
consistently rely on external borrowing to satisfy their funding requirements. These findings
align with those reported by Krisdamayanti & Retnani (2020) and Jumantari et al. (2022),
both of which conclude that leverage lacks a meaningful impact on financial performance.

Based on the perspective of industry characteristics and corporate management policies.
In practice, companies do not always rely on debt as the primary source of operational
financing, so variations in leverage levels do not directly impact the increase or decrease in
financial performance. In addition, management’s ability to manage borrowed funds is a key
factor, where suboptimal use of debt does not contribute to corporate profitability. These
results are also supported by the research of Paramita & Prasetio (2025) which shows that
leverage does not have a significant effect on financial performance due to other factors such
as company size, profitability, and managerial policies that are more dominant in determining
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corporate performance. Furthermore, Khoza (2025) states that the relationship between
leverage and financial performance tends to be inconsistent or indirect, so its effect can
become insignificant in certain empirical models. Additional evidence from Wulandari (2025)
confirms that leverage lacks a significant effect on financial performance, suggesting that
sustainability factors such as green accounting and corporate social responsibility exert
greater influence on improving corporate performance. Thus, these findings strengthen the
conclusion that leverage is not a principal driver of financial performance but merely one of
several supporting elements, the effectiveness of which depends substantially on a company’s
internal circumstances and strategic choices.

4.2.2.The Effect of Institutional Ownership on Financial Performance

A t-test value of 1.888 with a significance level of 0.062 (> 0.05) leads to the acceptance
of the second hypothesis (H2), from which it is concluded that institutional ownership lacks a
positive and significant effect on financial performance. This finding runs counter to agency
theory, which would predict a more pronounced monitoring role; instead, the results suggest
that institutional ownership does not consistently correlate with financial performance.

This indicates that the supervisory function is not working optimally because
institutional investors tend to take a passive or inactive stance in supervising management.
Companies and institutions that invest have different long-term and short-term objectives.
Some of them only perform their duties as transit investors (temporary share ownership) who
focus on profits, which are obtained in the short term, so they will disregard the supervision
of managerial performance (Yuliyanti & Cahyonowati, 2023). Also constraining the potential
influence of institutional investors are external factors, including fluctuating global
macroeconomic conditions. This finding corroborates the work of Rahardjo et al. (2021),
Ningsih et al. (2021), and Anshari & Kusumawati (2025), all of whom report that institutional
ownership exerts no significant effect on financial performance.

Furthermore, the insignificant effect of institutional ownership on financial
performance can be explained by the heterogeneity of characteristics and orientations of
institutional investors, where not all institutional investors carry out active monitoring
functions, so their presence does not necessarily reduce agency conflicts or improve corporate
efficiency. The efficacy of institutional ownership depends heavily on institutional type,
ownership concentration levels, and the market environment in which the company operates.
According to Kristiani & Ekadjaja (2025), institutional ownership does not significantly affect
financial performance in the Indonesian banking sector. Further, Laurensia et al. (2024)
conclude that without the reinforcement of other governance mechanisms particularly an
effective board of commissioners, institutional ownership fails to improve financial
performance optimally.

Meilanda et al. (2025) shows that the relationship between institutional ownership and
financial performance is inconsistent, particularly in developing countries, so its effect can
become insignificant depending on economic conditions and investor behavior, and also found
that although theoretically institutional ownership serves as a monitoring mechanism, in
practice this effect is often suboptimal due to limitations in exercising direct control over
management, and under certain conditions can have an insignificant or even negative impact
if not accompanied by effective oversight (Firmansyah & Kartiko, 2025; Yahaya, 2025). Thus,
the findings of this study reinforce the argument in agency theory that the presence of
institutional ownership is not always able to effectively suppress agency conflicts, so its role in
financial performance is contextual and cannot be measured solely by the size of the
proportion of institutional ownership.
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4.2.3.The Effect of Gender Diversity on Financial Performance

Consistent with agency theory predictions, the acceptance of the third hypothesis (H3)
is supported by a t-statistic of 3.386 (p = 0.001 < 0.05), leading to the inference that gender
diversity exerts a positive and statistically significant influence on financial performance. This
finding indicates that substantive heterogeneity in board gender composition yields beneficial
effects on corporate financial outcomes.

Firms that achieve higher degrees of gender diversity tend to outperform their
counterparts financially. Hence, promoting equitable gender participation in strategic
decision-making at the board level constitutes a critical lever for improving corporate financial
performance (Ariansyah et al., 2023; Hartati, 2020). Thus, the capacity and contribution of
each individual is often associated with biological characteristics inherent in leaders, namely
the difference in gender between men and women (Anshari & Kusumawati, 2025). This is in
line with the research by Eliya & Suprapto (2022) and Purnama et al. (2025), which shows
that gender diversity has a significant positive effect on financial performance.

Furthermore, the findings of this study also reinforce the view that gender diversity not
only contributes to aspects of social justice, but also provides economic value to companies
through improved decision-making quality. Female representation on corporate boards
generally introduces a broader range of perspectives, thereby reducing susceptibility to
decision-making bias and improving the efficacy of managerial monitoring. These results align
with the work of Amo et al. (2025) which highlights the critical role of gender composition in
advancing corporate economic performance. Furthermore, studies by Aziz & Cek (2026),
Sitanggang (2021), Wijaya & Aryanindita (2025) confirm that gender diversity on boards
significantly and positively affects financial performance by elevating the caliber of decision-
making processes.

These findings further substantiate that gender diversity occupies a strategic position in
driving corporate performance improvements. This conclusion is reinforced by Agustin &
Deliana (2023) who report that gender diversity enhances the relationship between ESG
practices and financial performance. Moreover, the presence of women on audit committees
contributes positively, especially by strengthening oversight quality and internal control.
According to Juwita & Endah (2025) gender diversity in audit committees significantly boosts
financial performance, as women exhibit greater thoroughness in supervisory and internal
control roles. In line with this, Fernandes (2025) states that gender diversity can promote the
creation of better corporate governance, thereby impacting the overall improvement of
financial performance.

Thus, the results of this study further affirm that gender diversity is not merely a
symbolic factor in organizational structure, but is a strategic element capable of creating
corporate competitive advantage through improved decision quality, innovation, and
strengthened corporate governance, which ultimately impacts the improvement of financial
performance.

5. Conclusion

This study draws distinct conclusions from its examination of how leverage, institutional
ownership, and gender diversity influence return on assets (ROA) among manufacturing
companies listed on the Indonesia Stock Exchange between 2022 and 2024. The absence of
significant effects for both leverage and institutional ownership on financial performance
implies that the disciplinary function of debt and the monitoring role of institutional investors
have yet to operate effectively as drivers of performance improvement. Conversely, gender
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diversity exhibits a positive and significant influence, demonstrating that increased board
heterogeneity improves decision-making processes and, consequently, overall corporate
performance.

These results carry dual implications. Theoretically, they indicate that the efficacy of
agency theory mechanisms is not uniform, as certain instruments fail to improve financial
performance in the specific setting of Indonesian manufacturing companies. Practically, the
findings highlight the importance for management to incorporate gender diversity into their
governance frameworks as a strategic element for long-term corporate sustainability. For
investors, these findings can also serve as consideration in evaluating the quality of corporate
governance before making investment decisions. Furthermore, from a policy perspective, the
results of this study can serve as a basis for regulators to encourage increased gender
representation in corporate leadership structures.

With an adjusted R-square of only 14.5%, the model demonstrates limited capacity to
account for variation in financial performance, implying that external factors beyond those
examined also play a role. The study’s primary constraint lies in its three-year observation
horizon (2022-2024), which is insufficient to capture long-term dynamics fully. Accordingly,
subsequent investigations are advised to lengthen the time frame, broaden the sample, and
include other pertinent variables to achieve more comprehensive results.
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