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Abstract: The Oil Palm companies create one of the most significant contributions to 

Indonesia's economic development. However, company performance in oil palm 

companies falls short of expectations, which is related to how they are accountable to 

their shareholders. Thus, the study's objective is to investigate the effects of female 

directors, board process, and board equity ownership on performance in Indonesian 

oil palm companies. The findings reveal a connection between female director, board 

process, and company performance. Furthermore, the moderating role of board 

equity ownership weakens the link between female director and firm performance. 

Admittedly, the indirect relationship revealed that board equity ownership 

strengthens the relations between board process and company performance, 

especially in Indonesian oil palm companies. According to the author's knowledge, a 

few studies have been conducted in oil palm companies, and it provides a prominent 

issue in corporate governance mechanisms, particularly on-board equity ownership, 

the majority of which is held by family members. 
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1. Introduction 

Company performance on the Oil Palm Companies in Indonesia has a significant 

contribution towards economic development. For last several decades, the gross domestic 

product (GDP) from agriculture sector show an increasing trend by 3 percent as well as reaching 

13.5% of non-oil gas export (Ministry of Agriculture, 2022) In the contrary, the increasing of 

GDP is not aligning with the company performance among oil palm companies. Thus, the 

companies have a challenge to raise their performance due to the unpredictable market and 

competition. Corporate governance (CG) is one of factor which can affect the company 

performance, particularly in emerging countries, i.e., Indonesia. The CG mechanism is still weak 

and it requires company awareness of CG practices  (Muchlis, 2017; Pasaribu et al., 2015). The 

previous researches have been conducted majority in banking, industry, and manufacture sectors 

(Andriani Tisna and Agustami, 2016; Uzliawati, 2015). Little studies focused on oil palm 

companies. Thus, it may bring a substantial contribution to find out whether CG mechanism has 

an impact on company performance in Indonesia oil palm companies.  

Furthermore, the importance of the board director position in overseeing management 

and minimizing the conflict of interest between managers and shareholders is highlighted by CG 

mechanism (Wang et al., 2019). Thus, by increasing the effectiveness of the board in monitoring 

and supervising management, the company's performance will be improved (Terjesen et al., 

2016). The important issue on board of director is female diversity who join as board member. 

The studies of female’s participation pay attention since two last decades (Maravelaki et al., 

2017). One of board diversity is female membership on board which it noticed will enhance 
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company performance (Brahma et al., 2021). Thus, it can be influences various aspects of 

corporate behavior as decision making, boardroom behavior, board activity and outcome 

(Kramaric et al., 2018). Further, Arora (2022) presume it still lacks a clear understanding of the 

effects of gender diversity on the board so far. Hence, the female’s board may have an important 

role that should not be neglected. 

While a massive researches have been done to investigate corporate governance 

mechanism which is focus on board composition, board characteristic, and board structure, the 

board process is left behind on discussion board effectiveness (Zahra and Pearce, 1989). As 

board of directors as a key actor how they accomplish their task (Leblanc and Schwartz, 2007). 

Scholars attempted to discuss board process into corporate governance mechanism by put board 

decision making activities (Al Farooque et al., 2020). However, less study has attempted to 

gather an integrative approach by studying the effectiveness of board (Adawi & Rwegasira, 

2010; Puni & Anlesinya, 2020). Thus, the call research for board process is urgent to 

accommodate in this study.  

According to agency theory, one of the types of ownership is board equity ownership 

(BEO) or managerial ownership which is regarding as directors who have opportunistic 

behaviour unless they have proper incentive (Abdallah and Ismail, 2017). Given the directors 

opportunity to have some portion of ownership, it will reduce the company expenses from 

conflict of interest between manager and shareholders (Wang et al., 2019). It is regarded as a 

prominent issue in CG mechanisms, particularly in emerging markets, where the ownership 

structure area is highlighted to implement due to a lack of knowledge in this area (Kuo et al., 

2020). 

 

2. Literature Review 

Female Director 

There is a lack of diversity on the board, especially among female directors who join as 

board members. Since the last two decades, research on female involvement has gotten a lot of 

focus (Maravelaki et al., 2017). The presence of a female director would improve the company's 

performance (Adams, 2016;Martín & Herrero, 2018).  

Females, as opposed to males, have different attributes, skills, and characteristics that can lead to 

their presence on the board of directors and thus produce better results for company performance 

(Hoobler et al., 2018). Other scholars, on the other hand, suggest that the role of a female 

director on a board is less successful in decision-making due to a lack of experience as a 

directors (Adams & Ferreira, 2009; Kramaric et al., 2018). 

Pletzer et al.(2015) also highlighted the negative relationship between female directors and 

company performance, highlighting the director's lack of expertise and experience in monitoring 

the company's performance as a factor. 

Despite a number of studies in this field, further research is needed to gain a better 

understanding of the benefits of female directors (Adams et al., 2010), particularly because a 

clear understanding of the effects of gender diversity is still lacking (Toumi et al., 2016). As a 

result, the female director can play an important role that should not be overlooked, and further 

research is required. 

 

Board Process 

Other board features, such as board process, have been overlooked by academics, despite 

the fact that board composition and characteristics studies have received a lot of attention 
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(Kassim et al., 2012; Leblanc & Schwartz, 2007). The board process relates to the method taken 

by directors in carrying out their responsibilities as board members (Leblanc, 2004; Macus, 

2008) and represents the board's decision-making activities (Korac‐Kakabadse et al., 2001).  
Furthermore, the board process also entails "clarification of board and management 

positions, board structure and organization, board meeting coordination and management, and 

the effectiveness of the board as a working group." (Dulewicz & Herbert, 1999, p. 178).  The 

board process, in a broad sense, is the approach taken by directors in carrying out their duties, 

especially in decision-making (Zahra & Pearce, 1989). Adawi and Rwegasira (2010) stated that 

conventional research on boards of directors has hitherto focused solely on-board structure and 

board composition, ignoring other board characteristics such as board process. Thus, it can be 

considered a contribution to the present literature on boards of directors by proposing an 

integrated model that links board characteristics (structure, composition, and process) to 

company performance (Charas, 2015).  

Previous studies have been conducted on the relationship between board process, which 

only focuses on board meetings and information availability dimensions and company results 

yielded a significant result (Schepker et al., 2018; Zhu et al., 2016). However, fewer studies have 

attempted to compile an integrative approach to the board process, which includes four 

dimensions (board risk, board access information, CEO performance evaluation, and 

performance of independence directors) (Kassim, 2017). Therefore, recognizing the different 

dimensions of board process could lead to a more in-depth understanding of the operation of the 

boards and their significant contribution to company performance. 

 

Board Equity Ownership (BEO) 

BEO is typically defined as the percentage of a company's shares owned by its top 

executives and directors. BEO as an effective corporate governance mechanism has salient 

influence on corporate risk-taking (Ahmed & Manab, 2016; Rhou & Singal, 2020). Jensen and 

Meckling (1976) suggest that BEO can help alleviate agency conflicts between agents and 

principals. That is because a director who owns a portion of the company shares has more 

incentives to maximize job performance to ensure better company performance (Shan, 2019).  

While empirical research on the BEO and company performance stated mixed and contradictory 

results (Mohd Gazali, 2010; Vu et al., 2018), meta-analyses (Sánchez-Ballesta & García-Meca, 

2007; Siddiqui, 2015) as well as literature reviews (Cheng et al., 2012; Grossman & Hart, 1986) 

on that topic support the assumption of a positive impact of BEO on company performance. 

With regard to Paniagua et al. (2018) observe a positive linear relationship between BEO and 

company performance. In particular, in developing countries, the empirical studies on the 

relationship between BEO and company performance found inconclusive results ( Dixon et al., 

2017; El-Habashy, 2019; Obembe et al., 2016; Vu et al., 2018). 

That is, while studies on corporate governance in Indonesia are plentiful (Balqiah et al., 

2017; Caesari et al., 2016; Handoyo & Putri, 2019; Pidani et al., 2020), how BEO modulates the 

relationship between corporate governance and company performance is scanty and less 

discussed in the empirical literature (Saleh et al., 2017). 

 

Hypotheses Development 

The relationship between Female Director and Company Performance 
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Despite a strong trend in recent years that has resulted in women holding board roles, the vast 

majority of boardrooms are still made up of male directors (Elstad & Ladegard, 2012). 

Nonetheless, while the ethical and social reasons are beyond dispute and, from an ethical point of 

view, female director increases the firms’ capability to lead the interests of the different 

stakeholders (Harjoto et al., 2015). In the same vein, Alvarado et al. (2017) contend that female 

director leads to more balanced decision-making, which improves company performance. 

Although a very substantial body of theoretical and empirical research on the relationship 

between female director and company performance, the results are definitely mixed and 

contradictory  (Assenga et al., 2018; Loukil et al., 2019; Nielsen & Huse, 2010; Sanan, 2016). 

Given the inconsistency of previous studies' findings, the subject of female directors and their 

relationship to firm success undoubtedly requires additional research. As a result, the hypothesis 

will be: 

H1: There is a positive relationship between a female director and the performance of the 

company. 

The relationship between Board Process and Company Performance 

Massive research has been done to investigate corporate governance mechanisms that focus on 

board composition, board characteristics, and board structure, yet board process is left behind in 

the discussion of board effectiveness  (Zahra & Pearce ,1989). Meanwhile, Pye and Pettigrew 

(2005) pointed out the importance of focusing on the board process. Thus, the board process 

should include a corporate governance mechanism in order to ensure board directors are able to 

accomplish their tasks effectively (Finkelstein & Mooney, 2003; Leblanc & Schwartz, 2007). 

Some scholars highlight that the role of monitoring in corporate risk management is the key 

responsibility of the board (Zattoni et al., 2015). The hypothesis will be: 

H2: There is a positive relationship between the board process and the performance of the 

company. 

The moderating effect of BEO on the relationship between female director and company 

performance 

Corporate governance through its mechanisms will reduce agency conflict (Goranova et al., 

2015). The huge number of empirical studies that are related to corporate governance focus on 

the relationship between board features and company performance, such as board diversity 

(Assenga et al., 2018; Cordeiro et al., 2020). There has been a sharp rise in the interest in gender 

diversity and the presence of women in leadership roles. Many studies have been examined the 

relationship between representative female on corporate boards and firm performance, yet, the 

finding are conflicting (Fernández-Temprano & Tejerina-Gaite, 2020; Pavić Kramarić et al., 

2018; Terjesen et al., 2016). However, despite the considerable number of studies, the results are 

still contradictory. This can be argued, particularly in developing countries, such as in 

Indonesian companies where the family ownership is deeply involved in the day-to-day 

companies’ operation, therefore creating an agency problem between principals and agents 

(Mohd Gazali, 2010). Board equity ownership is a key corporate governance measure employed 

https://www.onlinejournal.in/
https://www.onlinejournal.in/
https://www.onlinejournal.in/ijir/
https://www.onlinejournal.in/v3i92017/
https://www.onlinejournal.in/v3i92017/
https://jurnal.stie-aas.ac.id/index.php/IJEBAR


International Journal of Economics, Business and Accounting Research (IJEBAR)  

Peer Reviewed – International Journal 

Vol-7, Issue-1, 2023 (IJEBAR) 

E-ISSN: 2614-1280 P-ISSN 2622-4771 

https://jurnal.stie-aas.ac.id/index.php/IJEBAR  

 

International Journal of Economics, Bussiness and Accounting Research (IJEBAR) Page 5 

by companies to reduce agency problems (Jensen & Meckling, 1976). Importantly, a mere 

handful of studies have examined the effect of board equity ownership as a moderating variable 

(Dixon et al., 2017; Singh et al., 2018). 

 Based on prior research demonstrating that board ownership structures may have a moderating 

effect on corporate governance and company performance ( Abdallah & Ismail, 2017; Vu et al., 

2018), although few empirically examined in the literature, particularly in the corporate 

governance empirical literature in Indonesia, Thus, the hypothesis posits that: 

H3: Board equity ownership positively moderates the relationship between female director and 

company performance. 

The moderating effect of BEO on the relationship between board process and company 

performance 

The primary role of the board is to protect the interest of the shareholders. The emphasis is on 

the board process in order to assess the effectiveness of the board (Leblanc, 2004). Previous 

studies concerned on board structure, board composition and board characteristics, but few 

studies included the board process attributes (Nicholson & Kiel, 2007; Wan & Ong, 2005).  

Further, researchers have started to step beyond board structure, arguing that what really matters 

to the effectiveness of the board are the processes within the boardroom (Forbes & Milliken, 

1999; Westphal & Bednar, 2005), and emphasize the relationship between board process and 

company performance  other potential factors such as corporate governance and company 

performance (Leblanc & Schwartz, 2007; Pugliese et al., 2015). Four major dimensions are 

defined as important for the presentation of the board process: board’s risk oversight, board 

access information, independence director performance, and CEO performance (Robbins & 

Judge, 2018; Zhu et al., 2016).  

Nevertheless, the previous studies have been yet reached conclusive findings. The potential 

contingency factor is still needed to explore the justification relationship between board process 

through board monitoring and advice tasks (Pugliese et al., 2014). One of contingency factor is 

important to integrate between board of director and chief executive officer is board equity 

ownership/ managerial ownership in order to elaborate the balance power in between these 

parties, in turn it will improve company performance (Pearce & Zahra, 1991). Hence, the study 

to examine the moderation effect of board ownership equity on the relations between board 

process and performance is remained in open discussion. The hypothesis will be proposed:  

H4: Board equity ownership positively moderates the relationship between board process and 

company performance. 

 

 

https://www.onlinejournal.in/
https://www.onlinejournal.in/
https://www.onlinejournal.in/ijir/
https://www.onlinejournal.in/v3i92017/
https://www.onlinejournal.in/v3i92017/
https://jurnal.stie-aas.ac.id/index.php/IJEBAR


International Journal of Economics, Business and Accounting Research (IJEBAR)  

Peer Reviewed – International Journal 

Vol-7, Issue-1, 2023 (IJEBAR) 

E-ISSN: 2614-1280 P-ISSN 2622-4771 

https://jurnal.stie-aas.ac.id/index.php/IJEBAR  

 

International Journal of Economics, Bussiness and Accounting Research (IJEBAR) Page 6 

3. Research Method 

Population and sample 

This study's population focuses on palm oil companies in Indonesia, and the sample taken 

was the board of directors as a respondent who works in oil palm companies. The results of 250 

questionnaires were self-administered to the boards of directors of Indonesian oil palm 

companies. 

 

Definition Operational variables 

Company performance is measured by the degree to which an entity has achieved its own 

set of specified goals (Dieckman, 2001). In addition, the measurement of company performance 

can be defined into two side financial and non-financial (Hoque, 2004; Mishra & Suar, 2010). 

Female director is defined by the presentation of female on board which can influence of 

corporate governance practices in company (Nielsen & Huse, 2010). 

Board process is defined by the board should have clear objectives and monitor its 

performance, focus on the correct areas, and fully discuss all main issues before making 

decisions (Zahra S.A. & Pearce, 1989).  

Board Equity Ownership (BEO) is operationalized as the level of director shareholding. It 

has been proposed to enhance CEO/management monitoring by aligning directors' and 

shareholders' interests (Ammann et al., 2011). 

 

Data Analysis 

PLS-SEM version 3.2.8 was used to examine the relationships between employee 

responsibility, environmental responsibility, community responsibility, and company 

performance. PLS-SEM evaluation comprises two steps: (1) the measurement model and (2) the 

structural model. As a result, those procedures were used in this study to evaluate and report the 

results of the PLS-SEM path model proposed by (Hair et al., 2017). 

 

4. Result and Discussion 

4.1 Result 

The measurement model is the outer model in SEM-PLS, as discussed in the research 

method section (Henseler et al., 2015). The evaluation of measurement models includes : a) 

Outer loading to specify individual indicator reliability, b) Composite Reliability (CR) to 

indicate internal consistency, c) Average Variance Extracted (AVE) to achieve convergent 

validity, and iv) discriminant validity via Heterotrait-Monotrait (HTMT) ratio (Hair et al., 2017). 

The individual indicator's reliability should be assessed by analyzing the outer loading of each of 

the construct's measures (items) (Hair et al., 2014; Hulland, 1999). The researchers also provided 

a thumb rule for item retention, recommending that items between.40 and.70 be retained (Hair et 

al., 2017). Table 1 illustrates the internal consistency reliability results based on Cronbach Alpha 

(CA) and composite reliability (CR). 
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Table 1 

Results of Convergent Validity and Internal Consistency 

Constructs Loadings 

Cronbach’s 

Alpha (CA) 

Composite 

Reliability 

(CR) 

Average 

Variance 

Extract (AVE) 

Female Director 

FD01 0.749 

0.841 0.887 0.611 

FD02 0.812 

FD03 0.827 

FD04 0.764 

FD05 0.754 

Board Process 

AI02 0.757 

0.845 0.905 0.601 

AI04 0.740 

AI05 0.813 

BR02 0.688 

BR03 0.876 

BR04 0.826 

BR05 0.783 

BR06 0. 794 

Performance 

FP01 0.770 

0.901 0.919 0.603 FP03 0.762 

FP03 0.727 

Performance  

NFP01 0.776 

0.901 0.919 0.603 

NFP02 0.750 

NFP03 0.835 

NFP04 0.803 

NFP05 0.787 

Board Equity Ownership 

BEO01 0.740 

0.757 0.837 0.510 

BEO02 0.546 

BEO03 0.739 

BEO04 0.732 

BEO05 0.787 

Source: Processed Data (2022) 

It can be seen in Table 1 showed that the values indicated the outer loading (factor 

loading) in the range of 0.546 to 0.876. Hence, the outer loading for each construct is 

suitable.  Likewise, the AVE which the minimum for AVE value is 0.50  (Fornell & 

Larcker, 1981; Gefen et al., 2000). The AVE values demonstrate the ranging from 0.510 to 

0.611. As a result, the criteria of convergent validity for all items are achieved. Whereas all 

constructs have passed the internal consistency reliability based on both CA and CR 
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values. CA value above 0.70 is considered adequate (Nunnally, 1978) and CR value 

between 0,70 – 0.90 are considered satisfactory (Gefen et al., 2000). Hence, all constructs 

have been reliably measured. Furthermore, HTMT values also did not find discriminant 

values.  

Furthermore, the structural models are performed to evaluate hypotheses results. This 

study reports the hypotheses testing as in Table 2. 

 

Table 2 

Results of significance testing 

Relationship β T statistics p values Decision 

H1: FDPERF 0.334 7.778 0.000 Supported   

H2: BPPERF 0.402 9.597 0.000 Supported  

H3: FD x 

BEOPERF 

-0.025 0.047 0.522 Not supported  

H4: BP x 

BEOPERF 

0.088 1.894 0.029 Supported  

Note: FD = Female Director, BP = Board Process, BEO = Board Equity Ownership,                 

PERF = Performance. 

Source: Processed Data (2022) 

 

Table 2 presents the result of significance testing of full model relationships between 

female director, board process and company performance as well as the moderation effect 

of board equity ownership. Results in Table 2 exhibits positive and significant relationship 

between; (i) FD and PERF; (ii) BP and PERF. Thus, H1 and H2 are supported. On the 

other hand, the moderation of BEO weakens the relationship between FD and PERF, 

therefore H3 is not supported. Interestingly, the role of BOE as moderation effect 

strengthens the relationship between BP dan PERF. Thus, H4 is supported.  Meanwhile, R
2
 

value interprets the proportion of percentage of variance in dependent variable that is 

explained by independent variables. Generally, R
2
 values of 0.19, 0.33, and 0.67 are 

regarded as weak, moderate, and substantial respectively (Chin, 1998). Performance has 

variance explained of 57.4% (i.e., R
2
 = 0.574). It means the model of Performance among 

the Oil Palm Companies in Indonesia has a moderate level of variance explained and 

indicated that female director, board process and board equity ownership as moderating 

factor as significant predictor of performance. 

 

 

4.2 Discussion 

This result of study discovered that female director influenced company 

performance. This study supported previous research that stated the females directors 

existence bring to their profession values and criteria that contrast with from those used by 

men (Gul et al., 2011). As a result, scholars are paying a lot of attentions to the position of 

women on boards of directors and how they contribute to improving company performance 

(Duppati et al., 2019; Kyaw et al., 2017; Terjesen et al., 2016). Despite this, the study's 

findings showed that the board process had an insignificant effect on company 
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performance. Previous studies have indicated that the board process is important when 

company performance is weak (Farhan et al., 2017; García-Ramos & García-Olalla, 2011). 

Likewise, the finding of study revealed that board process had a significantly positive on 

company performance. According to previous research, board risk oversight can enhance 

board effectiveness as well as hospital service quality performance (Jiang et al., 2009; 

Oyerogba et al., 2017). Other past studies assumed that having adequate access to company 

information allows directors to improve quality through problem-solving ability (Macus, 

2008; Tricker, 2015). The prior studies of the relations between female board and company 

performance generated the mixed results (Darmadi, 2013; Loukil et al., 2019; Shehata et 

al., 2017). Above all, many important issues concerning ownership structure and its effect 

on corporate governance mechanism and company performance remained unexplored 

(Kumar & Zattoni, 2017). The study finding revealed that board ownership equity as a 

moderator variable weakens the nexus female director and company performance. Previous 

studies supported the same result with this study finding (Shen et al., 2018; Velayudhan & 

Musa, 2018). 

The direct relationship between board process and company’s performance has a few 

concern of scholars which can generate board effectiveness in company management 

(Forbes & Milliken, 1999; Gabrielsson & Huse, 2004; Wan & Ong, 2005). However, 

previous studies revealed that the relationship between board process and performance 

found mixed results (Laouer, 2018; Saleh et al., 2020). Zahra and Pearce (1989) therefore 

proposed the contingency approach on the link between board process and company 

performance by adopting ownership structure as moderation/ mediation factor. Regarding 

to this study was consistent with previous research which showed that the moderator effect 

of board ownership equity strengthens the link between board process and company 

performance (Ahmed & Manab, 2016; Makhlouf et al., 2018). 

5. Conclusion 

To summarize, the moderator variable of board equity ownership was extended in 

this study to examine the relationship between female director, board process and company 

performance. Previous research has found that corporate governance mechanism such as 

female directors has a greater impact than the board process.  

The study's conclusion was that female director and board process have a direct 

impact on company performance. When the moderating effect is part of the part of the 

analysis, the findings show that board equity ownership strengthens the relationship 

between board process, and company performance. On the contrary board equity 

ownership weakens the relationship between female director and company performance. 

Furthermore, this study reveals new evidence of female director, board process and 

company performance with the role of board equity ownership as moderating factor, 

especially among Indonesian oil palm companies. Numerous study limitations have been 

identified, providing opportunities for future research. 

Future research should incorporate corporate governance dimensions such as 

independent director, as well as other antecedent and mediator variables, into the study 

model. Increasing the sample size, broadening the research approach (i.e., qualitative 

https://www.onlinejournal.in/
https://www.onlinejournal.in/
https://www.onlinejournal.in/ijir/
https://www.onlinejournal.in/v3i92017/
https://www.onlinejournal.in/v3i92017/
https://jurnal.stie-aas.ac.id/index.php/IJEBAR


International Journal of Economics, Business and Accounting Research (IJEBAR)  

Peer Reviewed – International Journal 

Vol-7, Issue-1, 2023 (IJEBAR) 

E-ISSN: 2614-1280 P-ISSN 2622-4771 

https://jurnal.stie-aas.ac.id/index.php/IJEBAR  

 

International Journal of Economics, Bussiness and Accounting Research (IJEBAR) Page 10 

research), and broadening the business sectors all helped to confirm the study. As a result, 

the findings of this study will provide practitioners, government officials, and 

academicians with useful recommendations for improving corporate governance 

mechanisms and company performance. 
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