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ABSTRACT  
This study analyzes the influence of board nationality, diversity, gender, and educational background as 
independent and dependent variables on stock returns. Two control variables were used namely, the audit 
quality and company age, with secondary data obtained in the form of financial statements and annual reports 
from 2011 to 2017. The samples in this study were 266 companies listed on the Indonesia Stock Exchange. The 
results showed that the board of commissionaires’ nationality diversity and audit quality (as control variable) 
have negative and significant effect on stock returns, while gender, educational background, and company age 
do not. 
Keywords: Nationality, Gender, Educational Background Diversity, Board of Commissioners, Stock Return 

1. INTRODUCTION

The capital market efficiency is always related to 
information provided to both current and potential investors. 
Therefore, high stock returns show a company’s good 
performance with impact on investors, by convincing them 
to invest their funds in the capital market. 
Stock return is one of the factors that motivate investors to 
invest and a reward for the courage to bear all the risks 
associated with their investments. According to 
Sukcharoensin and Sukcharoensin (2018), good stock 
returns positively influence investors to put their funds and 
make allocation decisions in the future. 
The board of commissioners supervises and provides advice 
to directors with the aim of providing unique characteristics 
for corporate governance, such as nationality diversity, 
gender, and educational background (Hassan and 
Marimuthu, 2017). 
According to Hadya and Susanto (2018), nationality 
diversity shows an individual’s heritage. The existence of a 
board with foreign citizenship, in general, triggers a high 
level of loyalty and professionalism in a company. 
According to Leszczynk (2018), gender also improves 
corporate governance, because the participation of women 
commissioners is more effective in improving its quality 
and fostering good communication between investors and 
other stakeholders (Abad et al. 2017). Melmusi et al. (2019) 
stated that the number of women in the board of 
commissioners in Indonesia is still small compared to men. 
In addition, the increase in corporate governance also 
encourages management to seek human resources with an 
adequate level of education. It affects the way individuals 
think and act, thereby, making them more selective and 
careful at work. According to Kuo, Wang, and Yeh (2017), 
educational background is an important factor related to 
corporate governance in decision making. 

Its background creates an information screen for directors 
to selectively interpret and analyze the information 
provided by the board, causing differences between the 
situation and perceptions faced when making strategic 
choices (Tseng and Jian, 2016). In addition, it influences the 
decisions and input given to the board of directors. 
Furthermore, different educational backgrounds of board 
members cause different perceptions of risk management in 
a company. Therefore, commissioners with the ability and 
sharp business instincts are required. 
A research conducted by Ooi, Hooy, and Som (2017) found 
that board diversity in human and social capital does not 
significantly improve the corporate governance, but reduces 
the negative impact of the crisis that affects corporate 
governance. Manita et al. (2017) examined the board gender 
diversity and found no relationship between them and the 
disclosure of ESG (Environmental, Social and Governance). 
Furthermore, research conducted by Hartojo, Laksamana 
and Yang (2018) revealed that board nationality and 
background diversity were positively related to CSP 
(Corporate Social Performance). However, it is different 
from the research conducted by Noorkhaista and Sari (2017) 
which found that gender diversity measured by percentage 
and dummy, does not affect the performance of 
manufacturing companies in Indonesia. 

2. LITERATURE REVIEW

2.1 Nationality Diversity 

Nationality diversity shows an individual cultural heritage. 
Foreign commissioners are allowed to bring the cultural 
values of a company's role in the society (Hartojo, Lakmana 
and Yang, 2018). 
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According to Harjoto, Laksmana, and Yang (2018), the 
board nationality diversity has positive effect on CSP 
(corporate social performance), and none on financial 
performance, as stated in a research conducted by Assenga, 
Aly, and Hussainey (2018). While Fernandez and Thams 
(2019) found that nationality diversity increases the 
effectiveness of stakeholders in managing the company. 
H1: Board nationality diversity affects stock returns. 

2.2 Gender Diversity 

Abad et al. (2017) stated that the participation of women 
commissioners in a company is effective in improving the 
quality of corporate governance and encourages good 
communication between investors and other stakeholders. 
Research conducted by Abbasi, Ali, and Bibi (2018) found 
that gender has positive but not significant effect on 
corporate governance since women tend to reduce its 
success expectations owing to difficulty in adapting to the 
company environment. Conversely, Luanglath, Ali, 
Mohannak (2019) found that in the top management team 
(TMT) gender diversity has positive effect on increasing 
worker productivity among 172 companies listed on the 
Australian securities exchange. Referring to the description 
above, the following hypothesis is developed: 
H2: Board gender affects stock returns. 

2.3 Educational Background Diversity 

The diverse educational backgrounds of board of 
commissioners lead to perceptions on company’s risk 
management. Therefore, commissioners with ability and 
intelligent business instincts are needed (Kuo, Wang and 
Yeh, 2017). Also, those with higher education are expected 
to bring the company towards good corporate governance. 
Research conducted by Ooi, Hooy, and Som (2017) found 
that board diversity measured through the educational 
background in human and social capital does not 
significantly influence corporate governance, but reduced 
the negative impacts. In contrast, research conducted by 
Kuo, Wang and Yeh (2017), found that education does not 
affect the company's R&D investment, however, corporate 
governance has positive effect on the relationship with 
R&D investment. 
H3: Board educational background diversity affects stock 
returns. 

3. METHOD 

This study used the secondary data source obtained from 
Annual Reports of 266 public companies listed on the 
Indonesia Stock Exchange (IDX) from 2011 to 2017, which 
were published on the IDX website (www.idx.co.id). 
The dependent variable used in this study is stock returns as 
opposed to the researches carried out by Carpenter et al. 
2001; Azzoz and Khamees, 2016; Rostami, Kohansal 2016. 
The formula is as follow: 

Stock Return = (Pricet + Dividendt – Pricet-1) / (Pricet-1) 
 
Furthermore, the independent variables used are nationality, 
gender, and educational background diversity of board of 
commissioners measured using Blau Index (Miller and 
Triana, 2009, Ujunwa et al. 2012, and Luanglath, Ali, 
Mohannak 2019). The formula for nationality diversity is 
formulated using Blau Index as follow (Hartojo, Laksmana 
and Yang, 2018): 
                           n 
Blau index = 1 - ∑ P2 
                         i = 1 
 
Multiple Linear Regression Analysis 

During analysis, Eviews was used to analyze the influence 
of board nationality, gender, and educational background 
diversity on company performance with audit quality and 
company age as control variables. The regression equation 
model is stated as follow: 
 
RSit=α + β1 NDDKit  + β2 GDKit + β3 LBPDKit + β4 Kait + 
β5 Cait + e 
Description: 
RS      = Stock Return 
NDDK = Nationality Diversity (X1) 
GDK = Gender (X2) 
LBPDK = Education Background (X3) 
KA  = Audit Quality 
CA  = Company Age 
Ɛ                = error 

4. FINDING AND DISCUSSION 

Descriptive statistics was used to provide data such as 
median, mean and standard deviation, as well as maximum 
and minimum values. 
 
Table 1 Descriptive Statistics Result of Research Data 

 obs min max medi
an 

Mea
n 

Std.
Dv 

RS 
(ratio) 

186
2 

-
1.00
0 

2.550 0.000 0.12
1 

0.56
8 

NDKK 
(index) 

186
2 

0.00
0 

0.720 0.000 0.11
9 

0.19
2 

GDK 
(index) 

186
2 

0.00
0 

0.500 0.000 0.13
4 

0.18
9 

LBPD
K 
(index) 

186
2 

0.00
0 

0.750 0.480 0.42
5 

0.22
4 

KA 
(dumm
y) 

186
2 

0.00
0 

1.000 0.000 0.34
0 

0.47
4 

CA 
(th) 

186
2 

9.00
0 

123.0
00 

33.00
0 

35.5
73 

15.4
04 

Advances in Economics, Business and Management Research, volume 145

102



Note : RS (Stock Return), NDDK (Nationality Diversity), 
GDK (Gender), LBPDK (Education Background), KA 
(Audit Quality), CA (Company Age) 
 
Table 1 explains the audit quality ranging from 0,000 to 
1,000 with a median of 0,000, mean of 0.340, and standard 
deviation of 0.474. In addition, the company age ranges 
from 9 to 123 years with a median of 33 years, mean of 
35,573 years, and standard deviation of 15.404 years. 
 
Table 2 Hausman Test Results 

Test 
Summary 

Chi-Sq. 
Statistic 

Chi-Sq. 
d.f. 

Prob. 

Cross-
section 
random 

22.938 5 0.000 

From Table 2 above, the random Cross-section probability 
is 0,000 (less than 0.05). Therefore, Ha is accepted and the 
fixed-effect model is utilized. 
 
Table 3 Fixed-Effect Model Estimation Results 

Variable Coefficient Std. 
Error 

t-
Statistic 

Prob 

C  0.123 0.040  3.100 0.002 
NDDK -0.143 0.070 -2.042 0.041 
GDK  0.084 0.068  1.225 0.221 
LBPDK  0.062 0.058  1.066 0.286 
KA -0.059 0.027 -2.119 0.034 
CA -0.080 0.001 -0.092 0.927 
R2  0.052    
Adjusted 
R2   0.046    

F value   0.000    
Note: ** indicates a 5% significant, RS (Stock Return), 
NDDK (Nationality Diversity), GDK (Gender), LBPDK 
(Education Background), KA (Audit Quality), CA 
(Company Age) 
 
A t-test was used to observe the effect of independent 
variables partially on the dependent variable. It is carried 
out with the provisions that when probability < 0.05, the 
independent variable partially influences the dependent one. 
Conversely, when probability > 0.05, the independent 
variable does not affect the dependent. The table above 
shows the influence of the board nationality diversity 
(NDDK), gender (GDK), educational background (LBPDK) 
with audit quality (KA) and company age (CA) as control 
variables on stock returns (RS). 
The results showed that nationality diversity of board of 
commissioners (NDDK) has a regression coefficient of -
0.143 and tstatistic of  ̶ 2.042 with a probability value of 0.041. 
Since 0.041 < 0.10, it is concluded that nationality diversity 
variable (NDDK) partially has negative and significant 
effect on stock returns among public companies listed on 
the Indonesia Stock Exchange from 2011 to 2017. This is 
consistent with the description of theories and hypotheses 
previously proposed, whereas stock returns were affected 
by board nationality diversity. According to Noorkhaista 
and Sari (2017), board of commissioners in a company with 
a variety of nationalities (nationality diversity) tends to have 

more diverse knowledge and experience which increases its 
stock returns. This result is in line with the research 
conducted by Hartojo, Laksmana, and Yang (2018) stating 
that nationality diversity positively influences CSP 
(Corporate Social Performance). Conversely, the research 
results conducted by Hadya and Susanto (2018) stated that 
nationality diversity does not affect CSR. 
Furthermore, the results also show that gender diversity of 
board of commissioners (GDDK) has regression coefficient, 
tstatistic, and probability values of 0.084, 1.225, and 0.221 
respectively. However, since GDK value is greater than 
0.05 (0.221 > 0.05), gender variable has no significant effect 
on stock returns among the public companies listed on the 
Indonesia Stock Exchange from 2011 to 2017. This is not 
consistent with the theories and hypotheses previously 
proposed, whereas gender associated with board affects the 
stock returns. 
According to the research conducted by Abad et al. (2017), 
women's participation in the board of commissioners tends 
to improve the quality of corporate governance and 
encourage good communication between investors and 
other stakeholders, thereby, achieving adequate stock 
returns. This indicates that the higher the gender diversity 
in a company, the better the stock returns, and vice versa. 
The results of this study are in line with the ones conducted 
by Kagzi and Guha (2018), in which gender does not 
influence company performance. Furthermore, research 
conducted by Hadya and Susanto (2018) stated that gender 
has positive and significant effect on CSR. 
Besides, the analysis shows that board of commissioners' 
educational background (LBPDK) has regression 
coefficient and statistic value of 0.062 and 1.066 with a 
probability value of 0.286, or greater than 0.05 (0.286 > 
0.05). It is inferred that educational background (LBPDK) 
partially has no significant effect on stock returns among 
public companies listed on the Indonesia Stock Exchange 
from 2011 to 2017. This result is also not consistent with 
the theories and hypotheses previously proposed, whereas 
the board’s educational background affects stock returns. 
According to Tseng and Jian (2016), educational 
background creates an information screen that companies 
need in making strategic decisions. Therefore, the higher it 
is, the higher the ability and business instinct taken by the 
board of directors. This is in line with the research 
conducted by Kuo, Wang, and Yeh (2017) in which 
education does not affect R&D Investment Company. 
Meanwhile, the research conducted by Hartojo, Laksmana, 
and Yang (2018) shows that educational background 
improves CSP. 
Moreover, from data analysis, the audit quality (KA) has 
regression coefficient of ̶ 0.059 and tstatistic of ̶ 2.119 with 
probability value of 0.034 or less than 0.05 (0.034 < 0.05). 
Therefore, it is assumed that the audit quality variable (KA) 
partially has negative and significant effect on stock returns 
among public companies listed. This indicates that 
companies whose financial statements are audited by The 
BIG FOUR Public Accounting Firms tend to attract 
investors due to their superiority in auditing financial 
statements that are integral, understandable, relevant, 
reliable and reasonable to be presented, when being used in 
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decision making by internal and external parties (Puspita 
and Utama, 2016). The results of this study are in line with 
one conducted by Nnadi, Efobi, and Oledinma (2018) and 
Puspita and Utama (2016), whereas audit quality affected 
stock returns. 
Company age (CA) has regression coefficient of -0.080 and 
tstatistic of -0.092 with probability value of 0.927 or greater 
than 0.05 (0.927> 0.05). It means that company age variable 
(CA) does not have significant effect on stock returns 
among the listed companies. This research indicates that the 
longer the company age, the lower the stock returns and vice 
versa. According to Tanggono and Christiawan (2017), 
older companies tend to have more experience compared to 
those newly established, thereby, making investors more 
confident in investing. Also, it results in higher profits for 
the company and higher stock returns to the investors. This 
result is not in line with the research conducted by Agustia 
and Suyarni (2018), whereas company age has positive and 
significant effect on stock returns. In addition, a study 
conducted by Karadag (2016) also stated that company age 
has significant impact on financial management 
performance, which impacts stock returns. 
Based on Table 3 above, the F-statistic, probability and 
error-rate values are 9,227 0,000, and 0.05 respectively. 
Since the probability value generated is 0,000 < 0.05, then 
the nationality diversity, gender, and educational 
background of the board of commissioners, as well as audit 
quality and company age simultaneously have positive and 
significant effect on stock returns among these companies. 
It also showed that the coefficient of determination 
generated in the Adjusted R-squared test is 0.046. 
Furthermore, it indicates that the nationality diversity, 
gender, and the educational background diversity of board 
of commissioners, with audit quality and company age as 
control variables, contribute to the variation of stock returns 
by 4.6%, while the remaining 95.4% are influenced by other 
variables. 

5. CONCLUSION 

Based on the results obtained by conducting the hypothesis 
testing, several important conclusions are put forward as the 
core answers to the problems discussed in this study. Some 
of these include the board nationality diversity which has 
negative and significant effect on stock returns, while 
gender and educational background do not. Furthermore, 
the audit quality as control variable has negative and 
significant effect on stock returns along with company age 
variable. The suggestions for further researchers is to add 
other variables capable of affecting stock returns, the 
number of observation, and the extension of research period. 
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