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Abstract 

Purpose of the study: The objectives of this research are (a) to determine association of gender diversity on boards of 

commissioners and boards of directors, risk management and infrastructure investment in non-core business to earnings 

persistence; (b) to find out whether strategy choices could moderate association of gender diversity of the board of 

commissioners and board of directors, risk management and infrastructure investment in non-core business to earnings 

persistence. 

Methodology: This research used multiple regression with five years of observation (2011-2015) and used IBM SPSS 

statistic version 22 to test the hypotheses. The sampling technique was purposive sampling. The results obtained 79 

companies from the selection that met the criteria and hence, the total observations are 395 samples.  

Findings: This research found that gender diversity on board of directors had a positive effect on earning persistence and 

investment in non-core business had a negative impact on earning persistence. On the other hand, there was no direct effect 

of diversity gender on board of commissioners and risk management to earning persistence. However, when gender 

diversity on board of commissioners combined with the type of prospector strategy, it had a positive effect on earnings 

persistence, so did risk management.  

Novelty/Originality: This study has a practical contribution to shareholders, investors, board, and academics. This paper 

underlines that women should be courageous to take part in the business either as a board of commissioners or directors, 

and the company should provide wider opportunities for women. An investor should carefully with the companies’ 

strategic choice. This study also has an empirical contribution to filling the literature gap of factors that influence the 

earnings persistence beyond financial factors. There are limited researches that examined earning persistence, which 

includes risk management, investment in non-core business infrastructure and strategy as variables. 

Keywords: Gender Diversity, Board, Risk Management, Investment in Non-core Business, Strategy, Earning Persistence. 

INTRODUCTION 

Earning Persistence is a profit that can be used to predict future earnings. Sustained earnings persistence is expressed as a 

profit that has high quality; On the contrary, if the company has an unusual profit, then it means that it has a poor quality of 

earning (Penman & Zhang, 2002). Persistence of earnings is more informative than earnings, because if earnings were less 

persistent, then they would be less informative (Tucker & Zarowin, 2006). Higher quality earnings provide more 

information about the features of a firm's financial performance that is relevant to a specific decision made by a specific 

decision-maker (SFAC No. 1). Kormendi and Lipe (1987) examined whether the magnitude of unexpected earnings effects 

of the stock return correlated (positively) with the present value of the expected future earnings revisions. It was obtained 

from the univariate time series model. By applying the valuation implications of the time-series properties of earnings, they 

found a new dimension to the information content of earnings but found no evidence that the stock return reaction to 

unexpected earnings excessively fluctuates. Tucker and Zarowin (2006) found that the change in the current stock price of 

higher-smoothing firms contains more information about their future earnings than does the change in the stock price of 

lower-smoothing firms. 

A study in Malaysia (Al-Dhamari & Ismail, 2013) examined the relationship of corporate governance structures to earning 

predictability. This study showed that the ability to predict high earnings existed in companies with a small number of 

boards, independent chairperson, and high institutional share ownership. However, the independent board had a significant 

negative effect on earnings predictability. The results also showed that investors did not consider independent audit 

committees, but the active audit committees, audit committee competence, and high management share ownership as a 

good indicator of earning with high predictable values. 

mailto:*1hasnawati@trisakti.ac.id
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Board characteristics could also be seen from the variations of attributes owned by the board of directors. The existence of 

gender diversity on board of commissioners and directors can be interpreted as a mix of diverse individuals between 

individual members of commissioners and directors who are associated with decision-making and other management 

within the board of commissioners. Gender diversity is expected to color the decisions taken by the council. A study by 

Robinson and Dechant (1997) found that diversity provided an efficient solution to complex problems. He suggested that 

different perspectives would emerge from diversity, allowing decision makers to consider more perspectives and learn 

more carefully.  

Hili and Affles’ (2012) study in France did not find any significant differences among companies that had female and male 

directors. Krishnan and Parsons (2008) found that companies with high gender diversity reported more conservative 

earnings than low-diversity firms. The results also showed a negative relationship between income smoothing, avoidance to 

suffer loss and gender diversity, but had a significant positive relationship with earnings persistence. How companies 

manage risks is also one of the factors that could certainly affect the company to create earnings and maintain achievement. 

Thomya (2016) found that there was a positive relationship between the existence of the risk management committee and 

the earnings persistence, but there was no relationship between the existences of risk management committees with timely 

loss recognition. 

In order to create earnings, some companies invest infrastructure beyond their core business. They expect that investment 

outside of their core business can increase the company’s earnings. Benkraiem (2016) found that core and non-core 

earnings of the current year on SMEs in France could predict next year's performance. However, only the current year 

earnings persistence from core business was responded by the stock market. 

Profit earned by the company is also influenced by the implemented strategy. There are varieties of business theories; one 

of the famous strategic theories is created by Porter (1980) that divides business strategy into cost leadership and 

differentiation. It was found that companies with cost leadership strategies were more eager to implement enterprise risk 

management (ERM) than the companies implemented differentiation strategies. The results also showed that ERM 

implementation had a significant positive impact on company performance. Although ERM was a partial mediator of the 

relationship between cost leadership strategy and firm performance, ERM does not mediate the relationship between 

differentiation strategy and firm performance (Soltanizadeh, 2016). 

Ajay and Madhumathi (2015) found that multinational companies with diversified products had lower levels of leverage 

than firms that focus on their capital structure. Asset-based earnings management has a positive effect on the diversification 

(market/product) of the company. It was also found that earnings management with discretionary expenditure (project-

based) spending was found to be higher for a diversified market than a product-focused company. The method of income 

smoothing was found in many companies that focus on capital structure. Houque et al. (2013) found that defensive strategy 

was associated with higher levels of earnings management and a prospector strategy related to accounting conservatism. 

Hogan and Evans (2015) found that higher earnings persistence relates to companies with a strategic orientation that links 

to the drivers of corporate social responsibility. 

Research factors that influence earnings persistence generally used financial variables as a predictor (Yassin et al., 2016). 

Little research discussed women on board, how they manage financial risks in their companies and investment decisions 

outside of core business. We want to fill this research gap. In Indonesia, women already had started to get a chance to have 

the highest position in the company. The combination of gender and competence and supported by the right strategy is 

expected to affect the success of the company to generate profit. In addition, many companies have also realized the 

importance of managing risk and investing outside the core business as part of the strategy to improve their earnings 

quality.  

The objectives of this research are (a) to find out whether gender diversity on board of commissioners and board of 

directors, risk management and investment in non-core business influence earnings persistence, (b) to find out whether 

strategy choice can moderate the correlation of gender diversity on board and risk management with earnings persistence. 

This research is expected to provide practical and empirical contribution. Based on the practical aspect, this research 

information is expected to assist investors in making investment decisions, especially related to the existence of women on 

board of commissioners and directors in influencing earnings persistence besides impact of risk management and strategic 

choices. In addition to practical contributions, it is expected that this study also contribute empirically by filling the 

literature gap associated with predictor variables of earnings persistence. 
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LITERATURE REVIEW  

Gender, Earnings Persistence, and Business Strategy 

The agency theory (Jensen & Meckling, 1976) states that there would be a conflict of interest between the principal and the 

agent in the company operation, resulting in information asymmetry. Therefore, a strong mechanism in the management of 

the company is needed to reduce the level of asymmetry information or in other words improve the reported earnings 

quality. The earnings quality can be seen from the persistence of the company's earnings. According to Scott (2015), 

earnings’ persistence is the expected future earnings’ earnings implied by earnings innovations in the current year, so that 

earnings persistence is seen from the current earnings innovations associated with changes in stock prices. Profits are 

considered increasingly persistent, if the coefficient of variation is smaller. Penman and Zhang (2002) define earnings’ 

persistence as a revision in expected future earnings (earnings’ earnings) due to earnings innovation (current earnings). 

The existence of women on board of commissioners and directors indicates that the company provides equal opportunities 

for everyone without any discrimination. Women are considered to have a very high caution attitude, tend to avoid risks, 

and more thoroughly than men so that it will reveal more information to shareholders (Wagland and Taylor, 2009). 

Compared to men who have a greater obligation in terms of material achievement is more likely to be a far more 

opportunistic act than women. Krishnan and Park (2005) argue that the presence of women in the board of the company is 

an honor for women, because women are considered difficult to obtain seats in commissioners and directors where they 

have to face various challenges. A study by Robinson and Dechant (1997) found that diversity provides an efficient 

solution to complex problems. 

Krishnan and Parsons (2008) research found that firms with high gender diversity reported more conservative earnings than 

low-diversity firms. This study also showed a negative relationship between income smoothing, avoidance of loss tendency 

with gender diversity in the management, as well as a significant positive relationship with earnings persistence. Based on 

this it can be derived hypothesis: 

H1: The gender diversity on board of commissioners positively influence earnings persistence  

H2: The gender diversity on board of directors positively influences earnings persistence  

Hili and Afles (2012) research did not show a significant difference among companies with female and male directors. 

Krishnan and Parsons (2008) investigated the relationship between earnings quality and the proportion of senior women 

managers in the context of the United States. They use six measures of earnings quality: asymmetric timeliness and 

conservatism, earning skewness, accrual-based measure of conservatism, smoothness, avoidance of loss tendency and 

persistence. The study found that firms with high gender diversity reported more conservative earnings than low-diversity 

firms. The results also show a negative relationship between income smoothing, loss avoidance tendency with gender 

management diversity, and a significant positive relationship with earnings persistence. 

The nature of men and women in taking risks would usually affect the decision-making and strategy model to be taken if 

the person occupies the top management position or as a supervisor within the company. The chosen strategy certainly can 

strengthen or weaken gender relations with earnings persistence. Soltanizadeh (2016) found that firms with cost leadership 

strategies were more eager to implement enterprise risk management (ERM) than companies with differentiation strategies. 

Houque et al. (2013) found that defensive strategy is associated with higher levels of earnings management and prospector 

strategies related to accounting conservatism. However, the relationship between business strategy and earnings quality 

changed during periods of high and low economic growth. Hogan and Evans (2015) conclude that higher earnings 

persistence deals with companies with a strategic orientation that links to the drivers of corporate social responsibility. 

Based on this it can be derived hypothesis: 

H3: Business strategy moderates the correlation between gender diversity on board of commissioners and earnings 

persistence 

H4: Business strategy moderates the correlation between gender diversity on the board of directors and earnings 

persistence. 

Risk Management, Earnings Persistence, and Business Strategy 

Risk management is a major part of an organization's strategic management. Organizations will attempt to address the risks 

that accompany their activities in a systematic manner, with an aim to achieve sustainable benefits in every activity and the 

entire portfolio of all activities. A good risk management focus is the identification and management of these risks.  
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One of the most crucial risks to manage is a financial risk. If the company fails to manage financial risks, then it can be 

predicted that the company will experience big losses, resulting in the dramatic decline of corporate profits. Thomya (2016) 

found that there was a positive relationship between the existence of the risk management committee and earnings 

persistence, but there is no relationship between the existence of the risk management committee and the recognition of the 

loss in a timely manner. From here, the hypothesis is derived as follows: 

H5: Risk management positively affects earnings persistence 

Risk management combined with the right strategy can make corporate profits stable also increase. According to Porter 

(1980) strategy is a tool to achieve competitive advantage, whereas according to Barney (2008), strategy is a resource 

allocation pattern that enables organizations to maintain their performance. The right strategy choice will create the best 

performance for the organization. Soltanizadeh (2016) found that companies with cost leadership business strategies are 

more eager to implement enterprise risk management (ERM) than companies with differentiation strategies. The results 

also show that ERM implementation has a significant positive impact on company performance. Although ERM is a partial 

mediator of relationship between cost leadership strategy and firm performance, it turns out ERM does not mediate the 

relationship between differentiation strategy and firm performance. 

Ajay and Madhumathi (2015) studies on multinational corporations found that firms with diversified strategies had lower 

levels of leverage than firms that focused on their capital structure. Asset-based earnings management has a positive effect 

on the diversification (market/product) of the company. It was also found that earnings management with discretionary 

expenditure (project-based) spending was found to be higher for a diversified market than a product-focused company. 

Houque et al. (2013) found that defensive strategy is associated with higher levels of earnings management and prospector 

strategy related to accounting conservatism. However, the relationship between business strategy and earnings quality 

changed during periods of high and low economic growth. From here, it is derived hypothesis as follows: 

H6: Business strategies moderate the relationship between risk management and earnings persistence 

Non-Core Investment and Earnings Persistence 

In many financial management literatures, there is a famous jargon that is "Do not put all your eggs in one basket". This 

jargon suggests that companies diversify their businesses to minimize risk. If one of the business segments suffers losses, it 

can still be covered by profit from other segments. Firms that take risks usually dare to invest in infrastructure beyond their 

core business. It is expected that with this additional investment, the company's profits will also increase. However, 

investing outside the core business can also be detrimental to the company because there is a risk the company failed to 

manage the investment due to lack of knowledge and sufficient ability to manage the business in the field that is not 

cultivated. This failure can drag down the overall profit decline. Benkraiem (2016) research in France shows that core and 

non-core earnings of the current year were able to use to predict next year's performance. However, only the core earnings 

persistence of the current year is responded by the stock market. From here can be derived hypothesis as follows: 

H7: Investments in non-core businesses affect earnings persistence 

METHODOLOGY 

This study is a causality study to determine whether board diversity, risk management, and infrastructure investment in 

non-core businesses have an influence on earnings persistence. This type of research data was pooling (panel) data. The 

population is a manufacturing company listed on Indonesia Stock Exchange (BEI). The sample in this research was 

selected by purposive sampling in the period from 2013 to 2015. 

Variables and Measurement 

This study has four independent variables, namely, board of commissioner’s diversity, board of directors’ diversity, risk 

management, and non-core investment. Board of commissioner diversity was measured by the proportion of female 

commissioners to total members of the board of commissioner. Diversity of the board of directors was measured by the 

proportion of the female board of directors to the total members of the board of director. Risk management was measured 

using content analysis. The company that did not provide any information regarding financial risk management will be 

scored 0; the company that did not complete disclosed items of financial risk will be scored 1 and if the company disclosed 

all items of financial risk (very complete) will be scored 2. Non-core investments were measured using content analysis. If 

a company did not provide any information about infrastructure investment outside the core business, it was scored 0; 

Score 1, if the company disclosed infrastructure investments outside the core business incompletely. Score 2, if the 

company disclosed in detail the infrastructure investment outside the core business. 
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The dependent variable in this research is earnings persistence measured by using model Kormendi and Lipe (1987). 

Earnings persistence was measured by using the regression coefficient between accounting earnings in the current period 

with accounting earnings last period. The formula is below: 

 X_it= α+ βX_(it-1)+ ε_1 

where Xit = earning of i’s company in year t, α = constant, Xit-1= earning of i’s company in year t-1 and β= coefficient of 

regression (earnings persistence). 

The moderating variable in this research was business strategy, which was divided into prospector, analyzer, and defender 

(Miles and Snow, 1978). The companies that used the defender type would be given a score of 1, the analyzer type was 

given a score 2 and the type of prospector was scored 3. Business strategy variables adopted the measurement methods that 

were used in Hill and Snell (1988), Inttner et al. (1997), Bentley et al. (2011), and Houqe (2013). 

This variable was proxied with composite scores using a composite strategy measure consisting of (1) Ratio of Research 

and Development to Sales (RDS): ratio of research and development expenditure (XRD) divided sales (SALE); (2) Ratio of 

employee to sales (EMPS): ratio of number of employees (EMP) divided by sales (SALE); (3) Change in total equity: sales 

changes a year ago averaged over 5 years; (4) Employee turnover (σ (EMP): standard deviation of total number of 

employees (EMP; (5) Marketing to sales (SGAS): sales cost, administration and general (SGA) ratio to total sales (SALE); 

) Capital intensity (CAP): capital intensity is calculated by net PPE divided by total assets (PPE / TA). 

The six values of the ratios were calculated on average over the previous five year period, then ranked by quintile, the 

highest quintile would be given value of 5, the quintile in the next position was assigned a value of 4, and so on (except for 

Capital Intensity (CAP), using reverse order). Then the value of each company for six sizes annually was summed, so the 

maximum value is 30 (a type of prospector strategy) and the minimum value is 6 (a type of defender strategy). As Bentley 

et al. (2011), the company was categorized as follows: 

Defender if the average firm rank for 6 variable were at the lowest quintile (1 or 2), or had a total score ranging from 6 to 

12. Prospector if the average firm rank for six variables was at the highest quintile (worth 5 or 4). Thus, companies that had 

total score in the range from 24 to maximum 30 are prospective companies. The analyzer had total score outside the above-

mentioned range, which has a total score of 13-23 range. The company's strategy variable was measured using the dummy 

variable, i.e., 1 for the defender, 2 for the analyzer, and 3 for the prospector. 

Population and Sampling 

The population in this study was a manufacturing company listed in the Indonesia Stock Exchange (BEI) for the period 

2013 to 2015. The sample used was selected using purposive sampling method. The sampling criteria in this study are: 

Manufacturing companies listed in Indonesia Stock Exchange (IDX) for the period 2011-2015; Companies issuing financial 

statements for 2011-2015; the company earned profit during 2011-2015; the companies did not conduct merge, acquisition 

and other business changes. Based on these criteria then found 79 samples that meet the requirements. Since the 

observations were conducted for five consecutive years therefore total observations were totaled 395. 

Table 1: Samples Selection 

Research Models 

This study used two regression equations as follows: 

 PL = a + b1. Dekom + b2. Dir + b3.RM + b4.Invest + e ……………………  (1) 

PL = a + b1. Dekom + b2. Dir + b3.RM + b4.Invest + b5.Defender + b6.Analyzer + b7.Prospector + b8.Dekom*Defender + 

b9.Dekom*Analyzer + b10.Dekom.Prospector + b11.Dir*Defender + b12.Dir*Analyzer + b13. Dir*Prospector + 

b14.RM*Defender + b15.RM*Analyzer + b16. RM*Prospector + e ………………………  (2) 

Description Number 

Manufacturing companies listed in Indonesia Stock Exchange (IDX) for the period 2011-2015 154 

Manufacturing companies that do not include samples:  

1. Manufacturing companies did not issue financial statements as of December 31, 2011-2015 (6) 

2. Manufacturing companies did not publish financial statements and annual reports completely for 

2011-2015 
(25) 

3. Manufacturing companies that conducted mergers and acquisitions during 2011-2015 (44) 

Manufacturing companies that met the criteria 79 
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where PL = Earning Persistence, DEKOM = Board of Commisioners’ Diversity, DIR = Board of Directors Diversity, RM = 

Risk Management, INVEST = Investment in non-core business, Defender = Defender Business Strategy, Analyzer = 

Analyzer Business Strategy, Prospector = Prospector Business Strategy, e = Error term  

RESULTS AND DISCUSSION  

Descriptive Statistic and Matrix Correlations 

Table 2: Descriptive Statistic 

Descriptive Statistics 
Women on Board of 

Commissioner 

Women Board of 

Directors 
Earnings Persistence 

Mean 0.0936 0.11096 2.903389 

Standard Deviation 0.16185 0.151438 27.2639577 

Minimum 0.00 0.00 -358.7132 

Maximum 0.67 0.667 180.3667 

Table 2 shows that there are still few companies hired women for commissioners and directors positions. On average, the 

company only employs 9.36% women commissioners and 11.096% women directors. Maximum of a company employs 

67% women commissioners and 66.7% women directors. Majority companies are choosing boards of commissioners and 

directors consisting entirely of men. From table 2 it can also be seen the average value of earnings persistence (beta 

coefficient) of 2.903389, minimum of -358, 7132, maximum 180.3667 with standard deviation of 27. 2639577. 

Table 3: Table of Frequency of Risk Management 

Risk Management Disclosure Frequency Percentage 

None 88 22.3 

Middle 81 20.5 

Detail 226 57.2 

Total 395 100.0 

Table 3 shows the frequency of risk management. A total of 88 samples (22.3%) did not provide any information about 

their risk management, 81 samples (20.5%) revealed incompletely. More than half of samples revealed with complete risk 

management that they did 226 samples (57.2%). 

Table 4: Frequency of Non-Core Business Infrastructure Investment 

Disclosure of Investment in Non-Core Business Frequency Percentage 

None 227 57.5 

Middle 111 28.1 

Detail 57 14.4 

 395 100.0 

Table 4 shows the number of companies invested in infrastructure in their non-core businesses. More than half of the 

sample did not disclose whether they invested infrastructure beyond the core business of 227 (57.5), 111 (28.1) revealed 

but not detailed and 57 (14.4%) provided detailed information. 

Table 5: Frequency of Strategy Choice 

Strategic Choice Frequency Percentage 

Defender 80 20.3 

Analyzer 235 59.4 

Prospector 80 20.3 

Total  395 100.0 

Table 5 shows the type of strategy selected by the sample company. As many as 80 (20.3%) chose defensive strategies, 

equal to the number of samples that selected the prospector strategy. More than half or 235 companies (59.4%) choose 

strategy analyzer.  

Hypotheses Results 

In order to test the hypothesis, we used SPSS version 22. Before hypothesis testing, we already conducted normality and 

classical assumption tests, which include autocorrelation, multi-collinearity and hetero-skedasticity tests. At the first test, 

the data did not pass the normality test so the data was transformed by a combination of quadratic and inverse methods. 

Once transformed the data and then data retested and successfully passed the normality test and the classical assumption 

tests. Here are the results of hypothesis testing using model 1, which examines the direct relationship of all independent 
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variables (Gender Diversity of Board of Commissioners, Gender Diversity of Board of Directors, Risk Management, and 

Non-Core Investment), toward dependent variable (earning persistence). 

Table 6: Model 1 

Variable Prediksi Koefisien p-value 

a  .587 .184 

Dekom + -.160 .056 

Direksi + .227 .014 ** 

Risk Management + .387 .217 

Investasi No sign -.476 .082* 

F - test   .011 

R
2
   .033 

Adjusted R
2
   .023 

Durbin Watson   1.955 

Note: Dependent variable: earning persistence ** significant at 5 percent; * significant at 10%  

Dekom = Board of Commissioners’ Diversity, DIR = Board of Directors Diversity, RM = Risk Management, Invest = 

Investment in non-core business 

Table 6 shows the test results for model 1. This result showed the adjusted value of R
2
 of 0.023, which means the ability of 

variable independents (women commissioner board, women director, risk management, and infrastructure investment in 

non-core business) were able to explain earning persistence variance only 2.3%. The results of partial test (t test) showed 

that the women on board of directors had positive influence to earning persistence at the 5% level of significance; and 

investment in non-core businesses had a negative effect on earnings persistence at the 10% level of significance. The partial 

test on gender diversity on board of commissioners actually had a significant value also (t = 0.056, small than 10%) but had 

a negative direction, so it was not in line with the theory. Therefore, it means there was no effect of women on board of 

commissioner to earning persistence. This result was same with risk management variable where there was no effect on 

earnings persistence. 

Table 7: Model 2 

PL = a + b1. Dekom + b2. Dir + b3.RM + b4.Invest + b5.Defender + b6.Analyzer + b7.Prospector + b8.Dekom*Defender + 

b9.Dekom*Analyzer + b10.Dekom.Prospector + b11.Dir*Defender + b12.Dir*Analyzer + b13. Dir*Prospector + 

b14.RM*Defender + b15.RM*Analyzer + b16. RM*Prospector + e  

Variable Prediksi Koefisien p-value 

a  -2.392 .615 

Dekom + -.265 .012** 

Direksi + .208 .057* 

Risk Management + -.039 .924 

Investasi No sign -.475 .093* 

Defender + -.173 .841 

Analyzer + .333 .557 

Prospector + -1.499 .076* 

Dekom*Defender + .030 .935 

Dekom*Prospector + .386 .049** 

Direksi*Defender + -.074 .811 

Direksi*Prospector + .038 .882 

Risk Management*Defender + .485 .555 

Risk Management*Prospector + 1.644 .040** 

F-test   .041 

R
2
   .058 

Adjusted R
2
   .026 

Durbin Watson   1.959 

Observation   395 

Table 7 shows the test results after including the moderating variable. There was a slight increase in the adjusted value of 

R
2
 due to the entering of the moderating variable. The adjusted value of R

2
 is 0.026, which means the ability to explain the 

independent variable to the earning persistence variation is 2.6%. Table 7 also presents partial test results on all 

independent variables and interactions between independent variables and moderation variables. The moderating variable 

was a type of strategy consisting of defensive, analyzer, and prospector strategies. All types of strategies were interacted 

with the diversity of the board of commissioners, the director's diversity, and risk management. After entering all the 

variables, the interaction variable of the board commissioner's interaction with strategy analyzer (Dekom * Analyzer), the 
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interaction of the board of directors with the strategy analyzer (Director Analyzer) and the risk management interaction 

with the strategy analyzer (Risk Management * Analyzer) were eliminated by the system.  

After included moderating variable into the model, it gave different results for partial test. Gender diversity on board of 

commissioners and risk management variables on direct testing (model 1) did not have direct relationship with earnings 

persistence, but after combined with prospector strategy, the variables had influence. It can be seen from the t-significance 

value of the Dekom * Prospector variable of 0.049 and the t-significance value of the Risk Management * Prospector 

variable of 0.040, which means less than 5%. Therefore, it was seen here that the type of prospector strategy was able to 

moderate the relationship between gender diversity on board of commissioners and earning persistence. It variable 

strengthened the relationship due to the positive standardized beta coefficient values. From this fact, we can conclude if 

women on board commissioner combined with prospector strategy, it will have a good effect on earnings persistence. So 

did risk management. Selection of prospector strategy will strengthen the usability of risk management toward earnings 

persistence. 

Discussion 

Table 7 shows that gender diversity on board of commissioners had no effect on earnings persistence. This result was 

inconsistent with Krishnan and Parsons (2008), where their study found positive effect for gender diversity on earning 

persistence. This study also showed women on board of directors had a positive effect on earnings persistence. This finding 

was consistent with Robinson and Dechant (1997) which gender diversity provided an effective solution to complex 

problems, but inconsistent with Hili and Affes (2012), which gender diversity on board of directors had no impact on 

earnings quality.  

Krishnan and Parsons (2008) found that high gender diversity firms reported more conservative earnings than low-diversity 

firms. The results of this study also showed a negative relationship among income smoothing, avoidance of loss-making 

trends with gender management diversity, as well as a significant positive relationship with earnings persistence. Seen from 

this finding, we can conclude that women in Indonesia could give significance impact on the company if they had been 

given the opportunity as board of commissioner or lead the company as management (director). As directors, women 

showed a significant contribution in advancing the company's performance. Perhaps this phenomenon is possible because 

women in Indonesia already have had the same opportunity to pursue higher education and on the other hand women tend 

to be more resilient, painstaking and tend to be more careful in taking and making decisions. 

For hypothesis 3, it was found that if gender diversity on board of commissioner combined with the strategy type of 

prospector, it had a positive effect on earnings persistence. This is in line with the results of Houque et al. (2013) where the 

prospector strategy was related to accounting conservatism although business strategy and earnings quality change during 

periods of high and low economic growth. However, when women became directors (hypothesis 4), the earnings’ 

persistence was not affected by the type of strategy selected by the company.  

Regarding risk management, we found there was no effect on earnings persistence. However, after combined with the 

prospector strategy, risk management had a significant influence in determining the company's earnings persistence. It can 

be seen from Table 3 that 57.2% of companies or as many as 226 samples informed detail the risk management. This may 

indicate that manufacturing companies in Indonesia are extra careful in running their business mainly related to financial 

risks. Basically, risk management is like a double-edged knife. On the one hand, if the company is too worried about risk, 

the company will tends to avoid the risk that could result in losing the opportunity to achieve higher profits. On the other 

hand, if a company is too aggressive, the company has probability to reach a high profit or a big loss as well. However, in 

this study, we found when risk management had a positive effect on earning persistence when it was combined with a 

prospector's strategy. 

This study was in line with Thomya’s study (2016) that found there was positive relationship between the existence of the 

risk management committee with earning persistence and Soltanizadeh (2016) which found that firms with cost leadership 

business strategy more eager to implement enterprise risk management (ERM) than companies with differentiation 

strategies. This study was also consistent with Houque et al. (2013) that found defensive strategy was associated with 

higher levels of earnings management and prospector strategy related to accounting conservatism. 

For infrastructure investment in non-core business, we found significant negative result (at t-sig = 10%). This means that 

more companies are investing in non-core businesses the earning persistence will decrease. This may occur because of lack 

of knowledge and expertise in taking care of business in non-core business activities. Therefore, it is not surprising that 

manufacturing companies in Indonesia are very cautious in investing. This result is consistent with Benkraiem (2016), that 

found the core and non-core earnings of the current year, allowing for predicting performance next year. However, 
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inconsistent with the Ajay and Madhumathi (2015) found that multinational firms and had diversified products had lower 

levels of leverage than firms that focus on their capital structure. In addition, it was found that earning management with 

discretionary expenditure (based on projects) would be higher for a diversified market than a product-focused company. 

CONCLUSION, LIMITATIONS, AND SUGGESTION 

This study found that gender diversity on board of commissioners had no direct effect on earnings persistence but gender 

diversity on the board of directors had positively influenced to earning persistence and investment on non-core business 

had negative influence toward earning persistence. Gender diversity on board of commissioners combined with the type of 

prospector strategy had positive effect on earnings persistence. However, when women become directors, the type of 

strategy chosen by the company did not affect earning persistence. This study also found that risk management did not have 

an effect on earning persistence but after interacting with the type of prospector strategy, it had influence on earnings 

persistence. The results of this study should be interpreted very carefully because the coefficient of determination (adjusted 

R square) is small.  

Value of adjusted R
2
 is a limitation of this study. This may be due to the variability of gender diversity in the board of 

commissioners and the board of directors. Most of companies in Indonesia only hired male as board of commissioners and 

boards of directors. For variable risk management and investment in non-core business infrastructure, we used content 

analysis to measure these two variables. Content analysis had a weakness because of the subjectivity of the coder. For 

future research, proxy for infrastructure investment in non-core businesses and risk management are able to replace with 

other measurements.  

In order to improve the results, the future research may add the socio cultural aspects. The results of this study provide 

practical contributions where women should be braver to take part in the business either as a board of commissioners or 

directors. On the one hand, the company should provide wider opportunities for women. The investors should analyze 

carefully the type of strategy that companies took. This study had literature contribution in regard factors influence earning 

persistence beyond financial factors. 
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