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Financial performance is another requirement for companies to 
maintain their image, and good financial performance is the key 
to the company’s standing. Financial performance is influenced by 
factors such as leadership from the director or chief executive 
officer (CEO). This study aims to obtain empirical evidence 
regarding the influence of CEO overconfidence, female directors, 
and CEO duality on financial performance. The companies studied 
are industrial companies listed on the Indonesia Stock Exchange 
(IDX) from 2015 to 2021. This research uses quantitative data 
collected from annual reports published by the companies. 
The sampling technique used is purposive sampling, based on 
criteria relevant to the research needs. The data analysis technique 
used is multiple linear regression. The results of the study explain 
that CEO overconfidence and female directors influence financial 
performance, while CEO duality has no effect on the company’s 
financial performance. Gender issues have not yet been included in 
previous CEO antecedent-based research on financial performance. 
This is the new finding from our study. In our research model, 
we included antecedents for female directors. 
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1. INTRODUCTION 
 
Financial performance is very important in 
a company because it is the key to the company’s 

survival (Ali et al., 2022). Financial performance is 
a description of the company’s financial condition, 
which is analysed using financial analysis tools so 
that deficiencies and achievements achieved by 
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the company can be identified in a certain period 
(Waruwu et al., 2020). According to Kahreh et al. 
(2014), increasingly competitive competition means 
that companies must maximize the resources they 
have in order to achieve organizational goals. 
Generally, the company’s goal is to obtain maximum 
profit. A company that is able to demonstrate its 
competitive advantage, obtain maximum profits, and 
capture a high market share will have a good impact 
on the company itself, especially from the company’s 
financial side. The profits obtained will have 
a positive impact on a company’s financial 
performance. In the current era of globalization, 
increasingly sharp and global business competition 
is becoming a challenge that requires companies to 
always develop and be dynamic. One of the main 
reasons for the globalization era to arrive more 
quickly is due to advances in information technology 
(Kuan & Chau, 2001). 

Recently, there have been many death-knell 
signals in Indonesian manufacturing companies. 
This has been echoed because of the widespread 
termination of workers’ contracts and termination of 
employment, and many companies are no longer 
able to survive and are closing their operations, aka 
closing factories (Memba & Job, 2013). Currently, 
many industries are threatened with bankruptcy, 
which is influenced by many factors, including 
the decline in demand for exports to several 
countries in Europe due to the economic slowdown 
in several export destination countries. The economic 
slowdown in export destination countries was 
influenced by geopolitics and the war in the Ukraine 
region, which triggered high inflationary pressures. 
In addition, the increase in the United States (US) 
interest rates is expected to be higher with a longer 
cycle. This causes consumers to prioritize spending 
on energy or food (Park & Li, 2021). 

For a company, assessing its performance is 
important to provide information on whether 
the company is working as it should in a certain 
period. To measure company performance, a common 
tool is used, namely profitability ratios. Apart from 
that, company performance can be influenced by 
several things, one of which is the role of the chief 
executive officer (CEO) in the company, as used in 
this research, namely CEO overconfidence, female 
director, and CEO duality. 

CEOs with overconfidence characteristics can 
influence company performance. This is supported 
by research from Burkhard et al. (2023), which states 
that CEO overconfidence has a positive impact on 
the company’s financial performance. According to 
research by Leng et al. (2021), overconfident CEOs 
tend to be more committed. Apart from that, CEO 
overconfidence also tends to develop a vision that 
inspires everyone and makes ambitious goals, and 
when they are able to achieve them, it can increase 
the value of the company (Kasoga, 2021). CEO 
overconfidence tends to dare to make profitable 
investments, using internal funds (Leng et al., 2021). 
CEOs with overconfident characteristics can influence 
company performance. Research by Schumacher 
et al. (2020) states that CEO overconfidence has 
a positive impact on the company’s financial 
performance. According to Burkhard et al. (2023), 
overconfident CEOs tend to be more committed. 
Moreover, such CEO overconfidence often develops 
a vision that inspires everyone and sets ambitious 

goals, and when these goals are achieved, it can 
increase the company’s value (Sutrisno et al., 2023). 
CEO overconfidence also tends to lead to making 
profitable investments using internal funds 
(Nor Azhari et al., 2020). However, there is also 
research that suggests the opposite. CEO 
overconfidence is sometimes seen as an individual’s 
tendency to overestimate their abilities and 
underestimate risks. Carrer and Slavov (2021) found 
that overconfidence CEOs often overestimate 
the likelihood of success and underestimate 
risk, negatively impacting financial performance. 
Studies on corporate investment decisions show that 
overconfidence can lead to overinvestment and 
inefficient investment (Ullah et al., 2020). Taking 
high risks in terms of investment does not always 
result in high returns or profits and can sometimes 
lead to significant losses for the company and its 
shareholders. Leng et al. (2021) found that managers 
who are overconfident increase the risk of bankruptcy. 

Gender diversity can cause the quality of 
problem-solving to be better so that there are more 
diverse opinions to be taken into consideration, 
improving the decision-making process. Additionally, 
diversity may increase transparency at the board 
level. Apart from that, the woman also has 
a more participative communication style, making 
the decision-making system more objective. 
On the other hand, gender diversity does not have 
a significant relationship with financial performance. 
Research that proves this is Kyaw et al. (2022), which 
reveals that women will not benefit the company if 
the company environment does not empower them. 
Carter et al. (2020) also show similar results, namely 
that gender diversity has no influence on company 
performance. This is based on the small number of 
women joining the board of directors. According to 
Adusei et al. (2017), female directors do not have 
a significant influence on financial performance. 

The leadership structure of CEO duality in 
a company can also influence financial performance, 
supported by research conducted by Al Daoud et al. 
(2015). This research states that CEO duality has 
a significant impact on financial performance. This 
research examines the direct influence of CEO 
duality on financial performance by using earnings 
management as an intervening variable, and 
the results are that it has a significant direct 
influence on financial performance and is indirectly 
influenced through the intervening variable of 
earnings management. Research from Krishna 
et al. (2016) shows that the existence of a family 
relationship on the board of commissioners and 
board of directors (family involvement) can have 
a positive influence on company performance because 
of family relationships. CEO duality is a term 
that refers to a person who has two positions 
simultaneously in a company, namely being on 
the board of directors (CEO) and the board of 
commissioners (chairman of the board) in a company 
(Momon et al., 2021). In terms of stewardship theory, 
CEO duality can provide benefits to the company 
because the person concerned has a better 
understanding and knowledge of operations and 
the company environment itself (Santoso & 
Fitriani, 2016). However, CEO duality also has a bad 
impact on the company, as seen from the perception 
of agency theory, because it can hinder the board of 
directors in managing management and the board 



Corporate & Business Strategy Review / Volume 6, Issue 1, 2025 

 
66 

of commissioners in assessing and supervising 
the performance of the board of directors (Shahwan, 
2015). Research conducted by Caiffa et al. (2021) 
regarding the influence of Independent CEOs and 
duality CEOs on company performance using 
a sample of the NASDAQ-100 index shows that 
independent CEOs have a much more positive 
influence on financial performance, while duality 
CEOs have a negative influence on company 
performance. Moreover, management cannot be 
separated from the element of conflict of interest, 
which can influence decision-making for personal 
interests. The CEO has many roles in a company and 
several functions, one of which is the monitoring 
function. The monitoring function of the board 
of commissioners is also less effective because 
the person concerned must supervise the board of 
directors, which includes himself. In this supervision, 
there can be conflicts of interest and higher business 
operational risks. 

In this research, based on the description 
above, researchers are motivated to conduct research 
on the influence of CEO overconfidence, female 
directors, and CEO duality on company financial 
performance. Previous research on financial 
performance that uses CEO antecedents has not yet 
incorporated gender issues, as found by Ahmed 
(2021) and Chung and Hribar (2021). This is what is 
novel in our research. We added female director 
antecedents in our research model. Moreover, 
currently, limited research integrates CEO 
overconfidence, female directors, and CEO duality in 
the context of financial performance analysis. 
Existing studies on CEO antecedents often overlook 
gender diversity issues, leaving a gap in 
understanding the comprehensive impact of 
leadership structures on financial performance. 
Gender diversity can improve problem-solving quality, 
leading to more diverse opinions and improving 
the decision-making process (Awad et al., 2023; 
Guedes & Casaca, 2021; Khalaf, 2022). Despite 
the significance of financial performance analysis, 
there is a lack of studies considering CEO 
overconfidence, female directors, and CEO duality 
simultaneously within the context of Indonesian 
manufacturing companies, especially amid economic 
challenges like those caused by geopolitical factors 
and global economic slowdowns. 

The study draws on theories such as agency 
theory, stewardship theory, and previous empirical 
findings regarding CEO characteristics, gender 
diversity, and structures to construct a conceptual 
framework that explores the relationships between 
CEO overconfidence, female directors, CEO 
duality, and financial performance, symbolized by 
the profitability ratio. 

The research employs quantitative methods, 
likely through regression analysis or structural 
equation modelling, to analyse secondary data from 
Indonesian manufacturing companies. Variables 
related to CEO overconfidence, female directors, 
CEO duality, and financial performance will be 
operationalized and tested for their relationships 
using appropriate statistical techniques. 

The study’s findings are expected to shed light 
on the individual and collective impacts of CEO 
overconfidence, female directors, and CEO duality on 
financial performance in Indonesian manufacturing 
firms. Additionally, it may provide insights into 
the nuanced relationship between gender diversity 

in leadership and financial outcomes, contributing 
to both theoretical development and practical 
implications for corporate governance and strategic 
management. 

This research aims to investigate the influence 
of CEO overconfidence, female directors, and CEO 
duality on company financial performance: 

RQ1: Does CEO overconfidence have a significant 
effect on financial performance? 

RQ2: Does female directors have a significant 
effect on financial performance? 

RQ3: Does CEO duality have a significant effect 
on financial performance? 

The structure of this paper is as follows. Section 2 
explores existing research on CEO overconfidence, 
female directors, CEO duality, and their respective 
impacts on financial performance, highlighting gaps 
in the literature that the current study seeks 
to address. Section 3 outlines the theoretical 
underpinnings guiding the study and constructs 
a conceptual model to analyse the relationships 
between the variables of interest. Section 4 describes 
the research design, data collection methods, and 
statistical techniques employed to test the hypotheses. 
Section 5 presents the findings of the analysis, 
followed by a discussion section that interprets 
the results in light of the research questions and 
theoretical framework. Section 6 summarizes 
the main findings, discusses their implications, and 
suggests avenues for future research in this area. 
 
2. LITERATURE REVIEW AND HYPOTHESES 
DEVELOPMENT 
 
2.1. Agency theory 
 
The main theory in this research is agency theory, 
which shows the attachment between the party who 
transfers power (shareholder) and the party given 
power (manager/agent) who is given an agreement 
by the shareholder so that they can work for 
the shareholder’s needs (Jensen & Meckling, 1976). 
The relationship between someone who is called 
an agent and a principal, according to Jensen and 
Meckling (1976), is a relationship of agreement or 
contract made between one or more parties toward 
another party or an agent, who does some work on 
their behalf (principal), who then gives decision-
making authority to the agent. The responsibility of 
the agents themselves is to manage and also develop 
the principal’s company, which has been entrusted 
to the agent based on the principles of accountability 
and transparency. The responsibility of the principals 
is to supervise the work of their agents in managing 
their company, and, apart from that, also ensure 
the welfare of the agents so that the agents’ 
performance is optimal and loyal to the company. 
The principals must also be accountable for what 
happens in the company to other stakeholders. 

Women differ from men in terms of 
educational background, experience and expertise, 
and personality. All of these characteristics influence 
company decision-making (Wang et al., 2018). 
The role of female directors in a company provides 
a different perspective from the views of male 
directors. Apart from that, gender differences can 
increase transparency at the board level (Ma, 2022). 

Judging from the perception of agency theory, 
the existence of CEO duality can have an impact on 
company performance, namely hindering the board 
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of directors in managing management and the board 
of commissioners in assessing and supervising 
the performance of the board of directors. 
The function of the board of commissioners 
includes supervising the performance of the board 
of directors because the existence of CEO duality 
means that the board of commissioners supervises 
the board of directors, including himself. This can 
influence decision-making, which can trigger 
a conflict of interest because it allows CEO duality to 
take steps for personal interests. 
 
2.2. Stewardship theory 
 
Stewardship theory in corporate governance is 
a normative alternative to agency theory (Caiffa 
et al., 2021). Agency theory explains the conflicting 
interests between managers and owners or 
shareholders, which can be a problem for 
the company. In contrast, in stewardship theory, 
managers tend to try to provide maximum benefits 
to the organization rather than prioritizing their 
own goals (Donaldson & Davis, 1991). The CEO can 
intervene in the company’s business through 
CEO decisions, which will have implications for 
the company’s strategy and policies. Based on 
stewardship theory, CEO duality provides benefits 
for the company because the CEO has a better 
understanding and knowledge of the company, 
especially regarding the company’s operations and 
environment (Carrer & Slavov, 2021). 

Stewardship theory agrees that the existence of 
CEO duality in a company is beneficial because it 
provides a single leader, making decision-making 
efficient and effective (Rohma & Novitasari, 2023). 
An important assessment that underlies stewardship 
theory is that the manager’s behaviour aligns with 
the principal’s interests. Stewardship theory believes 
that when a manager works better to improve 
company performance, the manager is also in 
the process of improving his own career (Kyaw 
et al., 2022). 
 
2.3. Hypotheses development 
 
2.3.1. Effect of CEO overconfidence on financial 
performance 
 
Based on the understanding of the agency theory, it 
can be concluded that agency theory is related to 
independent variables. Because the CEO is an agent 
responsible for the assets or capital provided by 
the principal. CEO overconfidence is considered 
an individual’s tendency to think that he is better 
than he actually is in terms of ability and judgment 
(Aibar-Guzmán & Frías-Aceituno, 2021). Their research 
found that overconfident in the possibility of 
success and underestimates the risks. Overconfident 
CEOs generally invest too much and underestimate 
the risks, which can put the company in a state of 
financial difficulty. This has a negative impact on 
financial performance and will ultimately 
be detrimental to shareholders who have trusted 
the agent in carrying out company operations. 

The null hypothesis adopted in this study is 
justified based on the understanding of agency 
theory and empirical evidence from relevant 
literature. According to agency theory, CEOs act as 
agents responsible for managing the assets 

or capital entrusted by principals, such as 
shareholders. CEO overconfidence, characterized 
by an individual’s tendency to overestimate their 
abilities and underestimate risks, poses a significant 
concern within this framework. Aibar-Guzmán and 
Frías-Aceituno (2021) found that overconfident CEOs 
tend to overestimate the likelihood of success and 
underestimate risks, leading to excessive investments 
and potential financial difficulties for the company. 

Research conducted by Chang and Lin (2022) 
shows that CEO overconfidence has a negative 
impact on financial performance because CEO 
overconfidence is too confident about uncertain 
profits and underestimates risks. Research by Bolton 
and Zhao (2022) examined the results that the board 
preferred to appoint a more rational CEO than a CEO 
who was too confident/negative. This shows that 
overconfident CEOs were rated worse than rational 
CEOs. Research by Zilja et al. (2023) shows that 
managers’ overconfidence will make companies tend 
to over-invest and prefer debt financing, increasing 
the company’s financial risk and causing financial 
difficulties. Overconfident CEOs tend to invest 
excessively, which in this study has a negative 
impact. Elkady et al. (2023) stated that overconfidence 
bias causes excessive risk-taking and a decrease in 
the level of cost efficiency. Tang et al. (2020) state 
that CEO overconfidence increases company risk. 

H1: CEO overconfidence has a significant negative 
effect on financial performance. 

 
2.3.2. Effect of female director on financial 
performance 
 
Based on the main theory in this research, 
namely agency theory, a female director can be 
a trustworthy agent because of the cautious nature 
of the female director in managing the company and 
using company funds with full consideration, 
thinking more about the level of risk compared to 
male directors (Ramdani et al., 2023). Even though 
the decisions taken by female directors are 
considered less firm and involve more consideration 
due to their cautious attitude, female directors are 
proven to be less involved in fraud and detrimental 
activities to the company (Zhu et al., 2022). 
The presence of a female director on the board of 
directors can provide a different perspective, 
increasing objectivity in decisions-making. Besides 
that, the presence of a female director can reduce 
the ambition of male directors who are overconfident. 
Female directors also play a very positive role in 
increasing innovation in the company because they 
are generally more creative than male directors. 
Additionally, diversity may increase transparency at 
the board level (Ma, 2022). Gender diversity can 
broaden the board of directors’ insight, resulting in 
various considerations when presenting information. 
Diversity can increase profitability and company 
value by adding unique characteristics, abilities, and 
talents to the board (Abdullah & Ismail, 2016). 
In many cases, women are very minimally involved 
in fraud, which can benefit the company. Female 
Directors can become agents for the principal 
because they cause less fraud at the director level. 

Research conducted by Huang and Thiruvadi 
(2010) shows that female directors have a significant 
positive effect on company performance. This 
research highlights the importance of female 
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directors’ contributions in meetings to make 
decisions from a different perspective. Thiruvadi 
and Huang (2011) show that companies with female 
main directors have a higher chance of receiving 
an unmodified audit opinion, indicating higher 
quality financial reports. Research conducted by Zhu 
et al. (2022) examined the influence of female 
boards on company financial performance using 
agency theory. The results showed that the female 
board of directors had a significant positive effect 
on the company’s financial performance because 
the cautious attitude of female directors in making 
decisions could suppress overconfident decisions by 
male directors. Research by Abdullah and Ismail 
(2016) shows that gender has a significant positive 
effect on company performance. The proportion of 
women on the board of directors has a positive 
relationship with financial performance. The more 
gender diversity on the board of directors, 
the better. 

H2: Female directors have a significant positive 
influence on financial performance. 
 
2.3.3. Effect of CEO duality on financial 
performance 
 
CEO duality has the potential to commit fraud 
because the function of the board of commissioners 
includes supervising the performance of the board 
of directors. CEO duality means that the board of 
commissioners supervises the board of directors, 
including himself. This can influence decision-
making, triggering a conflict of interest by allowing 
the CEO to take steps for personal interests. 
Research by Zhu et al. (2022) shows that dual 
leadership structures reduce judgment and make 
CEOs less accountable to their stakeholders. 
According to research conducted by Teh et al. 
(2016), CEO duality is more likely to cause fraud in 
financial reports. Manipulated financial reports have 
a negative impact on all stakeholders because 
financial reports are the main source of information 
on financial stability, economic activity, and 
the company’s financial health. Given the importance 
of financial reports, it is not uncommon for 
management to manipulate or commit fraud in 
financial reports so that the company appears 
healthy to stakeholders. However, from the perspective 
of stewardship theory, CEO duality is likely to have 
a positive impact. CEO duality, which combines 
the roles of the board of commissioners and 
the board of directors, allows the CEO duality to 
better understand the condition of the company and 
simultaneously position himself in the role of 
the board of directors, maximising the supervision 
carried out by the board of commissioners (Caiffa 
et al., 2021). 

H3: CEO duality has a significant negative 
influence on financial performance. 
 
3. RESEARCH METHODOLOGY 
 
3.1. Research object 
 
This research uses research objects such as 
industrial sector companies listed on the Indonesia 
Stock Exchange (IDX) from 2015 to 2021 that have 
published annual financial reports. This research 

will test the influence of three independent variables: 
CEO overconfidence (CO), female director (FD), and 
CEO duality (DC), and financial performance (return 
on equity — ROE) as the dependent variable. 
The data used in this research is secondary data 
from industrial companies listed on the IDX 
from 2015 to 2021. The financial reports studied 
are financial reports for the period January 1 to 
December 31, 2015, to 2021, which have been audited.  
 
3.2. Population and sample 
 
According to Sekaran and Bougie (2016), 
the population is the entire group of people, events, 
or interesting things that researchers want to study. 
The population in this research is all industrial 
sector companies listed on the IDX from 2015 
to 2021. 

According to Sekaran and Bougie (2016), 
the sample is part of the population. The sample 
consists of several members selected from 
the population. Sekaran and Bougie (2016) also 
added that by studying samples, researchers can 
draw conclusions that can be generalized to 
the desired population. The criteria for sampled 
companies use the purposive sampling technique. 
Purposive sampling is a sample determination 
technique with certain considerations (Sugiyono, 
2011). The reason for using this purposive sampling 
technique is because it is suitable for use in 
quantitative research, or research that does not 
carry out generalizations. 

Criteria used in purposive sampling in this 
research are: 

1) industrial sector companies that have a book 
closing date of December 31; 

2) industrial sector companies that disclose 
complete information for CEO overconfidence, female 
directors, and CEO duality during the period 
from 2015 to 2021; 

3) industrial sector companies with main share 
boards during the period from 2015 to 2021; 

4) industrial sector companies that disclose 
annual reports for the period from 2015 to 2021; 

5) industrial sector companies that were not 
delisted from 2015 to 2021. 
 
3.3. Data analysis method 
 
In this research, the data analysis method used is 
multiple linear regression analysis obtained through 
statistical tools, namely Stata version 17. Multiple 
linear regression is a regression model that involves 
more than one independent variable. Multiple linear 
regression analysis is carried out to determine 
the direction and the magnitude of the influence of 
the independent variable on the dependent variable. 

The choice of Stata as a statistical analysis tool 
in research methodology is based on its strong 
ability to carry out multiple linear regression analysis, 
its solid reputation among researchers and 
professionals, its flexible ability in data manipulation, 
its support for academic research, and its ability in 
data visualization, making it an ideal choice for 
analysing the relationship between independent 
variables and dependent variables in such research. 
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3.4. Operation of variables 
 
3.4.1. Dependent variable 
 
The dependent variable of this research is financial 
performance. Measurements related to financial 
performance are measured using the ROE ratio 
following research by Teh et al. (2016). The equation 
for the ROE ratio is: 
 

𝑅𝑂𝐸 = ൬
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 × 100%

𝑇𝑜𝑡𝑎𝑙 𝑒𝑞𝑢𝑖𝑡𝑦
൰ (1) 

 
3.4.2. Independent variable 
 
The independent variables used in this research are 
CEO overconfidence (CO), female directors (FD), 
and CEO duality (DC). The measurements for these 
three variables are as follows: 

 CO: This research uses the assessment 
definition of overconfidence from Nor Azhari et al. 
(2020). Shares owned by the CEO and share 
ownership ratio, with a tenure of three years, are 
criteria for overconfidence. To get data on CEO 
overconfidence, if the CEO’s term of office is 
three consecutive years, then it can be said to be 
CEO overconfidence and it is given a value of 1, and 
if the CEO has not served three consecutive years, 
then it is not considered CEO overconfidence and it 
is given a value of 0. 

 FD: Measurements related to female directors 
are measured using a ratio scale by comparing 
the number of female members of the board of 
commissioners to the total number of members of 
the board of commissioners. This measurement 
follows research by Zhu et al. (2022). In order to 
acquire the value for the number of female directors, 
it can be calculated as follows: 
 

𝐹𝐷 = ൬
𝑇𝑜𝑡𝑎𝑙 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑓𝑒𝑚𝑎𝑙𝑒 𝑑𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑠

𝑇𝑜𝑡𝑎𝑙 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑑𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑠
൰ (2) 

 
 DC: In this study, the duality of the CEO is 

used as an independent variable to investigate 
the influence of CEO duality on financial 
performance, also expressed as a leadership pattern 
in business organizations. CEO duality is calculated 
using dummy values. Referring to research by Teh 
et al. (2016), to find out whether CEO duality is 
included or not, it is grouped into two types. 
The first is if the CEO has a dual function, namely as 
a board of commissioners and a board of directors 
at the same time, or has a kinship relationship 
between the board of directors and the board of 
commissioners, then it is given a value of 1. If 
the CEO does not have a kinship relationship 
between the board of commissioners and the board 
of directors or does not have a dual role, namely 
serving as a board of directors and a board of 
commissioners, then it is given a value of 0. 
In the context of Indonesia, CEO duality can 
be interpreted as using a kinship system in 
the assignment of positions between the board of 

directors and the board of commissioners, where 
there are still kinship relationships in the two seats 
(Nor Azhari et al., 2020). 
 
4. RESULTS AND DISCUSSION 
 
4.1. Descriptive statistic analysis 
 
The first data analysis carried out in this research 
was descriptive statistical analysis. Descriptive 
statistical analysis in this study used Statistical 
Package for the Social Sciences (SPSS 25) and 
considered the minimum, maximum, mean, and 
standard deviation values. 
 

Table 1. Descriptive statistic analysis 
 

Variable Obs. Mean Std. dev. Min Max 
CO 189 0.67 0.473 0 1 
FD 189 0.1027 0.14072 0 0.5 
DC 189 0.402 0.491 0 1 
ROE 189 0.41 0.33215 -1.84 1.94 

 
The financial performance variable measured 

using ROE as a benchmark for the company’s profit 
shows a minimum value of -1.84 and a maximum 
value of 1.94. This minimum value indicates 
financial performance at the lowest level among 
other industrial companies during the research 
period. The lower the financial performance value, 
the less profit the company gets in that period, and 
vice versa, if it shows a positive value, it means that 
in that period the company made quite good profits. 
 
4.2. Classic assumption test 
 
The next step in the analysis is multiple linear 
regression analysis. In multiple linear regression 
analysis, there is a classic assumption test to 
determine that the regression model used is not 
biased. The classical assumption test carried out in 
this research consists of four tests: the normality 
test, multicollinearity test, autocorrelation test, and 
heteroscedasticity test. 
 
4.3. Normality test 
 
The normality test in this study used the Shapiro-
Wilk test and a normal probability plot from the Stata 
graph. A variable is said to meet the normality test if 
in the Shapiro-Wilk test the Prob > Z value is 
above 0.05 and in the normal probability plot 
the points are around the normal line. Shapiro-Wilk 
test is presented in Table 2, and the normal 
probability plot is presented in Figure 1. 
 

Table 2. Shapiro-Wilk W test for normal data 
 

Variable Obs. W V Z Prob > Z 
CO 189 0.66407 47.710 0.647 0.25886 
FD 189 0.99452 0.778 -0.577 0.71796 
DC 189 0.94840 7.328 0.628 0.73506 
ROE 189 0.99688 0.443 -1.868 0.96911 
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Figure 1. Normal probability plot 
 

 
 
 
 

Based on the data presented in Table 2, we can 
conclude that all variables have passed the normality 
test since the value of Prob > Z is more than 0.05, 
which is also supported by the normal probability 
plot result in Figure 1, where the plots are around 
the diagonal line. 
 
4.4. Multicollinearity test 
 
The next assumption test carried out was 
a multicollinearity test to explain the correlation 
between independent variables in the regression 
model. The criteria used are to pay attention to 
a variance inflation factor (VIF) for the independent 
variable value lower than 10. The multicollinearity 
test result is presented in Table 3. 
 

Table 3. Multicollinearity test 
 

Variable VIF 
CO 1.016 
FD 1.020 
DC 1.005 

 
Based on Table 3, we can conclude that all 

independent variables in this research model have 
passed the multicollinearity test since the VIF value 
of each independent variable is less than 10. 
 
4.5. Autocorrelation test 
 
The next assumption test is autocorrelation, which 
aims to determine the relationship between data 
from different observations in the regression model. 
The criterion used is that it does not show 
any indication of autocorrelation in the regression 
model if the Durbin-Watson value shown is greater 
than the du value and lower than the 4 Durbin-
Watson upper bond (4-DU) value. The number 
of samples for this research was 189, with 
the number of variables studied being four variables 
(three independent variables and one dependent 
variable). Therefore, the DU values shown in 
the Durbin-Watson table (3; 189) are DU = 1.79 and 
power bond (DL) = 1.73.  

Based on the output, the Durbin-Watson D 
statistics test value is 2.127. This value is smaller 
than the 4-DU value of 4–1.79 and greater than 

the DL of 1.73. Therefore, it can be explained that 
the regression model does not indicate symptoms of 
autocorrelation. 
 
4.6. Heteroscedasticity test 
 
Our heteroscedasticity test uses the information 
matrix (IM) test, where from the information matrix 
test, we get Cameron and Trivedi’s decomposition of 
the IM-test table, as presented in Table 5. 
 

Table 5. Cameron and Trivedi’s decomposition of 
the IM test 

 
Source Chi2 Df p 

Heteroskedasticity 6.78 7 0.4524 
Skewness 0.39 3 0.9424 
Kurtosis 4.64 1 0.0813 
Total 11.80 11 0.3785 

 
Based on Table 5, it can be seen that 

the heteroskedasticity value is greater than 0.05, 
which states that the model is free from 
heteroskedasticity. 
 
4.7. Hypotheses testing 
 
Hypotheses testing in this research was carried 
out to answer the research problem formulation. 
The hypotheses test carried out consists of 
the coefficient of determination test (Adjusted R2), 
simultaneous test (F-test), and individual significance 
test (t-test). 
 
4.8. Coefficient determination 
 
The coefficient of determination shows the ability of 
the independent variable to explain the dependent 
variable in the regression model. The higher 
the coefficient of determination value, the better 
the ability. The coefficient determination test result 
is presented in Table 6. 
 

Table 6. Coefficient determination 
 

Variable R2 Adjusted R2 
ROE 0.228 0.191 
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The coefficient of determination can be seen 
from the Adjusted R2 value of 0.191, meaning that 
the CO, FD, and DC variables only influence ROE 
by 19.1%, while the other 80.9% is influenced by 
other variables not examined in this research. 
 
4.9. Simultaneous F-test 
 
The F-test in this research aims to explain 
the influence of the independent variables together 
on the dependent variable. The F-test result is 
presented in Table 7. 
 

Table 7. Simultaneous F-test 
 

F (3,185) Prob > F 
6.187 0.0000 

 

Based on the results in Table 7, it is known that 
the F value is 6.187 and the significance value 
is 0.0000, which is lower than 0.05. These results 
explain that the research model meets the regression 
feasibility model. The variables of CO, FD, and DC 
have a joint influence on financial performance. 

 
4.10. Hypotheses t-test 
 
The t-test in this research was carried out to explain 
the influence of each independent variable, 
consisting of CO, FD, and DC, on the dependent 
variable, namely financial performance. The t-test in 
this study used the one-tailed t-test because 
the research hypothesis explained in this study was 
well-directed. The result is presented in Table 8. 

Table 8. Hypotheses t-test 
 

ROE Coefficient Std. error t p > |t| Result 
CO 0.426 0.221 1.986 0.048 Significant 
FD 4.013 1.010 3.973 0.000 Significant 
DC -0.100 0.221 -0.452 0.653 Insignificant 
_cons -1.217 0.526 -2.313 0.024  

 
The hypothesis is accepted if the arithmetic 

t value is greater than the t table and the p-value is 
smaller than 0.05. Apart from that, because in this 
model we use one tail, we also look at the direction 
of influence (positive/negative). We have two variables 
that have significant influences, which are CO and 
FD, while DC has no significant effect. The following 
is a discussion of the t-test results in Table 8. 

Hypotheses test results show that CO influences 
financial performance. CO can influence company 
decisions, such as the amount of capital expenditure, 
research and development costs, and mergers and 
acquisitions (Nor Azhari et al., 2020). Overconfidence 
has been defined as a common and usual attitude 
in the CEO position and can certainly influence 
investment decisions and company financial reports, 
of course (Leng et al., 2021). A CEO who is too 
self-confident has a relatively high sensitivity to 
company investment. This is based on the CEO’s 
assessment being too high regarding the company’s 
future rate of return on investment. Most top 
managers are braver in facing possible risks and can 
handle these risks based on their abilities (Burkhard 
et al., 2023). Sutrisno et al. (2023) state that top 
management acts based on personal interpretation 
of the situations and choices they face. Companies 
that have an overconfident CEO have the possibility 
to invest at a fairly high level (Nor Azhari et al., 
2020). Financing for a company investment can 
come from internal or external funds. Most 
companies prioritize the use of internal company 
funds to finance investments because they assess 
the high cost of external funding from the interest 
costs that must be paid (Leng et al., 2021). 

The results of hypothesis testing show that FD 
influences financial performance because, in general, 
women are more careful than men, and influence 
company investment. Regarding the relationship 
between investment efficiency and gender diversity, 
Zhu et al. (2022) argue that FD do not allocate 
capital boldly because female directors tend to avoid 
higher risks than male CEOs. In line with research by 
Thiruvadi and Huang (2011), the presence of female 
directors can monitor issuers better. This means 
that women can see the effects of various aspects of 

business organizations and are more vigilant than 
men. Women tend to carry out more detailed 
research and will think twice before deciding. 
According to Ramdani et al. (2023), women contribute 
to more effective handling of sustainability practices 
and the needs of stakeholders because their 
decisions tend to be socially oriented. 

A female director can be a trustworthy agent 
because the female director is careful in managing 
the company, uses company funds with full 
consideration, and thinks more about the level of 
risk compared to male directors (Bhuiyan et al., 
2020). In addition, diversity may increase transparency 
at the board level (Bhuiyan et al., 2020). Gender 
diversity can cause the board of directors’ insight 
to become broader so that there are various 
considerations in presenting information. Diversity 
can increase profitability and company value by 
adding unique characteristics, abilities, and talents 
to the board (Ma, 2022). In many cases, women are 
very minimally involved in fraud, which can benefit 
the company, and Female Directors can become 
agents who can be relied on by the principal because 
they cause less fraud at the director level (Huang & 
Thiruvadi, 2010). 

Hypotheses test results show that DC has no 
effect on financial performance. Dual leadership 
structures reduce the objectivity of assessments and 
make CEOs less responsible to their stakeholders 
(Alonso-Almeida et al., 2017). This research 
examines gender diversity, financial expertise, and 
DC on company performance in Indonesia. The results 
of this research conclude that the DC variable has 
a negative effect on company performance because 
the DC assessment is less objective. Ma’s (2022) 
research results show that there are many negative 
perceptions of investors regarding DC. In this study, 
researchers found that most investors viewed DC 
negatively. Using agency theory and stewardship 
theory, this research finds that DC has a statistically 
significant negative impact on company performance 
because it concludes that the CEO position should 
be an independent person in order to create good 
corporate governance. CEO duality has the potential 
to commit fraud because the function of the board 
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of commissioners includes supervising the performance 
of the board of directors. The existence of CEO 
duality means that the board of commissioners 
supervises the board of directors, which includes 
himself. This can influence decision making which 
can trigger a conflict of interest because it allows 
the CEO duality to take steps for personal interests, 
which can be detrimental to the company, so that DC 
has a negative effect on financial performance. 
 
5. CONCLUSION 
 
The results of this research state that the variables 
CO and FD each have a significant effect on financial 
performance, while DC has no significant effect. 
The implications of this research can be described as 
follows: For industrial companies, the results of this 
research are expected to be used as a reference 
to further maximize the company’s financial 
performance and gain the trust of investors to 
invest. For investors, the results of this research 
show that the variables CO and FD have an effect on 
financial performance, while DC has no effect on 
financial performance in industrial companies 
listed on the IDX for the 2015–2021 period. These 
variables can, thus, be used as indicators for 
consideration in decision-making investments. 

This research has several limitations. 
The limitations referred to are: The Adjusted R2 
value shown in the research results is 19.1%, which 
explains the ability of CO, FD, and DC to explain 
financial performance is 19.1%, which is quite small. 
This research uses a period from 2015 to 2021, 
during which some industrial companies did not 
publish their complete financial reports, and not all 
industrial companies in this period had a book 
closing date of December 31. These companies 
include Sumi Indo Kabel Tbk, Ateliers Mecaniques 
Indonesia, and Hexindo Adiperkasa Tbk. 

Based on the conclusions and limitations of 
the research, the following suggestions are made: 
Future researchers can extend the research period 
years because the existing period tends to show 
weak performance due to the impact of uncertain 
conditions in the capital market during the COVID-19 
pandemic. Additionally, future researchers can add 
other company sub-sectors, such as the consumer 
goods industry sector, and the basic and chemical 
industries. It is hoped that with an increased number 
of companies in the research sample, the data used 
will be balanced, and data analysis can be carried 
out using panel data regression analysis, considering 
that the data used consists of time series data. 
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