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Abstract

Purpaose — Without a doubt, COVII-Y 5 a dismuptive event that one may not consider before it heoomes a
global pandemce, 'l'hlr--wm&;ri:i'ns 0 examime the firm's nisk preferencoe, represented a5 boand charactensnes
towards COVID-19 expoeure in lndonesin

ethodologyiapproach — This sudy wses the boardroom's averige value of board ages and
femalke proportion to represent bead charscterstics. Foged-effect regression beised on industry (Indusary FE)
and year (Year FE) mulyses 861 fimvear observations of all firms lsted on the Indonesian Stock Exchange
itk 18- 20X,
Findings — The nesult shows a positive relutionship between the female board and COVID-19 exposure
dizcinsure. Meanwhile, the age proporion does not offer o sipnificant result. The additional anahsis
document that @ directors mamly drove the resslt and were only relevant during 2020, These results are
rolast die o charained exaet mabching tests and Heckman®s two-stape regression. This study enndies
COVID-19 terahure, especilly from a quantitative porspective,
Originalityfvalue - The rizse of global crizes mokes the outputs of this smdy mportant for non-financil
Listed firms in lndonesia
Kevwords Comona¥irus COVIDLLS, Voluntary disclosure. Firm nsk prelerence,
Bowurd characteristic, Risk reduction stritegy

Paper type Research paper

Introduction [

In November 2019, ﬁ:i: COVID-19 outbreak began in Wuhan, China, and mpidly escalated
mto a global pdndﬁﬂ:u. that resulted m health condition ssues and a global recession,
Among all countries, Indonesia is one of the appropriate settings fora COVID-19 awareness
study due to several mationales, Firstly, Indonesia is one of the governments that has
seepticism,. The COVID-19 seriousness is more or less an example from business
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mamagement. This scepticiem was reflected by Indmmesia’s  ex-Health Mmistry's
controversial statement (Ghaliva, 2020), includmg disrespect towards one of Harvard
University's study reports that Southeast Asian countries must already have unreported
coronavins cases in February 2020([1].

Secondly, there is a significant gap between the first ease of COVID-19 in Wuhan and the
first casze m Indonesia (WHO, 2020). Approxmately six months later became a reasonable
time frame for Indonesian busmesses to be aware of thi= global risk and integrate it within
therr annual reports. Fimally, Indonesia = known as a patriarchal society where the glass
ceiling. phenomenon 15 commonly encowmtered, and the progress to cleging the gap s
sluggish (Bintar, 2022, Dwitami, 2021) [2] Gender inequality is primarily aggravated
during COVID-1Y as several limitations must be implemented (The Jukarta Post, 20200, If it
iz not well managed, the diversity becomes inequality that could disrupt performance at any
lesve]l of organisation (Van Knippenberg of l, 2013).

Based on the above crcumstances, this paper wanis to examine how businesses'
responses to COVID-19 through their reporting and whether the firm sk preference,
represented as hmnl characteristics, is associaled with the firm's COVID-19 jssue reporting
style. Specifically, this paper examines the association between board age, female boards
and COVID-19 exposure. Age and female boards are two major top board chavacteristics
influencing the strong risk preference (Bamber of al, 2010} on their firms' reporting
decisions, including COVID-19 exposure.

Previous literature has been discussing several topics with vohmeary disclosore, For
instance, Harymawan ef ol (2022) exsmined how investment efficiency relates™10
environmental, social and governance reporting. Cho ef @l (2020) tested supply chain and
yoluntary disclosure information externalities, Tsang ef al. (2019) studied forgign institution
ownership with voluntary disclosure worldwide. Bamber of ol (2010) tested the association
between the style of firms" boards and voluntary finandal disclosure. This study 1= an
extension of research on board characteristics and voluntary disclosure. It extends the prior
research by examiming gender and age diversity with voluntary disclosure of global
pandemmc COVIL-1Y, Gender and age are selected as the represestation of biological traits
that are more profound compared to life-experienoe-based traits in affecting the individual
decision-making process, (Ddikme ef al, 2022; Luo ¢f al, 2022),

Furtherfmore, biological traits are commonly studied to affect frms reporting styles
(Bamber of af , 2000; Huang ¢f al, 2012; Ofori-Sasu o af , 2022: Rambe and Mangar, 2016
Sagyrar of al, 2021}, This study explicitly tests firms’ risk preferences reflected in its board's
gender and age proportion towards firms' decision to disclose the global fsk of COVID-19
and realign their strategies. This study expects both board characteristics to be positively
associated with COVID-18 eéxposure because both reflect conservatism, leading to nsk-
averse behaviour (Bamber ef af , 2010).

In this study [WE also examine which boards have the power o shape firms' risk
preferences since Indonesia adheres to a two-tier board system. This study uses 861 firm-
vear phservations of all listed firms on the Indonesian Stock Exchinge m 20092020 as the
research sample, This study regresses board chamcteristics and COVID-19 exposure after
controlling for boards’ financial background, independent commssioner, the board size,
auditor, firm size, performance and leverage. The result shows a positive relationship only
between the female board and COVID-19 exposure. This study also conducted endogeneity
tests using coarsened exact matching (CEM) regression, Owr extended analysis shows that
’rh: hiard of directors (BOT) mainly drove the result and is only relevant m 2020.

T Fhis study s struciured as follows. The literature review contains several reviews of
réievmlt Titerature to develop this study's hvpotheses, The detailed methods of sample




selection and research desipm are also used in this study. This study reports the results in
analysis/discussiof. Subsequently, the conclusion summarises the paper, implications and
recommendations for future research,

Literature review

Governance system i Indonesia

In contrast o other countries, Indonesia adheres to a two-tier board svstem., [t mandates
every listed firm to have a BOD, which is responsible for daily business operations, and a
board of commussioners (BOC), which focuses on supervisory funchion (IFC, 2008). Thus, itis
illegal in Indonesia if a person serves as BOD and BOC simultaneously and firmly, In fact,
according to Indonesia’s firm governance code, BOC is prohibited from participating in
operational decision-making (National Commttee on Governance, 2006). Although two
board systems seem fo provide a different authority for a specific task in business
operatioms, mest strateyric firms” actions that are planned and implemented by BOD mugt be
reviewed and evaluated by BOC. For instance, firme’ work plans, amnnual budgets,
investment plans, risk management processes and annual report content (IFC, 2018).

Furthermore, based on IFC (2018), BOC's activities may go entrely unnoticed when the
business environment is friendly, such as a promising economy, share prices are rising,
there is no serious negative news impacting firms’ mage, and many more. However, in
times of crisis, including COVID-19, the significance of the BOC becomes clear, This
phenomenon arises from the BOC function’s nature, which primarily supervises and
provides advice to the BOD so that when everything goes as planned, the BOD wall act
normally. The supervisory function benefits will be minimised.

Om the other hand, BOD wall not folow standard procedures when the firms are 1n an
emergency state and tend to improvise based on the currenl conditions, These
improvements will be BOC's primary task to ensure these improvements lead to favourable
outcomes for fims’ shareholders. Nevertheless, BOC and BOL are responsible for
maintainmg the firms' long-term sustainability (IFC, 2018), especially m times of crisis.

Several prior studies also highlight the importance of BOC. For instance, Fauz ef al
12021) showed that BOC is one of the essential bodies within a firm as they represent
sharehalders and stakeéholders i general and ensure agency issues are mininised. Some
studies even mentioned that the presence of supervision mechanisms and quality from BOC
effectively enhances firms’ disclosure, mcluding voluntary (Cahava and Yoga, 2020),
mternal control (Well of al, 220 and human rights gsues (Cabaya and Herving, 2009),
Based on mentioned arpuments, although BOD has a direct intervention function in
deterpuning firms’ actions based on a firm's risk appetite, this study posits that both BOD
and BOC have a substantial impect on determining how a firm's fsk preferences are.
Therefore, exploring BOD and BOC's charcteristics i2 essential in analvsing firms’ risk
preferences.

Binlogical treats and visk pereeprlion

Based on the upper echelon theory, the board's (haracteristics will be portrayed in firms'
actions (Hambrick and Mason, 1984). Countless studies have been conducted {o explore the
practice of this theory from several perspectives (Derda, 2017; Hambrick, 2007, Waldman
el al, 2004; White and Borgholthaus, 2022), Mast upper echelon studies corréldte it with the
firm’s risk preferences. For instance, Agnihotr and Bhattacharva (2021), He of of (2019 and
Lin ¢t al (2021) fivnsed on the board's narcissism traits which could lead to several firms”
actions that are associated with high risle Another strand of studies using upper echelon
theory focuses on the boeard's entreprencurial characteristics (Bamett of @l 2081
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Wang et al, 2021; Zhang o al, 2021a). Although the dependent vanable of ther studies s
varied, all of them are correlated with implementing higher risk strategies compared (o
firms with less entrepreneurial characteristics. Other stagfiés use the previous life experience
as the one shaping board's current risk preference (Hao ef af, 2081; Harvmawan ef al, 2021a,
2021h; Zhang et al, 2021h).

Among all beard characteristics that nay influence the firms' risk preferences, one that
is interesting to keep discussed is the biological traits that lead to different risk preferences.
Unlike characteristics that developed during their lifetimes, such as career selection,
economie crisis experience and education level and degree selection, biolorical traits havea
more underlying effect on determining individual action.

In addition, prior studies find biological traits are affecting their experience-based
characteristics, especially for experiences that théf have the right to choose or not, For
mathematics education and profession (Dokme of al, 2022: Luo of af , 2022), and it can be
concluded that mndividual nsk perception is affected by those subjects’ experiences’
occurrence is merely affected by the individual's gender. Another example is highhghted by
Rastinen of al (2012), Both gender and age are powerful determinants for risk perception,
and the difference would be more clearly visible dimring & crisis, such as the COVID-19
pandemic (Lu ef al, 2021).

Board geneer and COVIDLI9 disclosure

Une of the board's biological traits most researched in the context of their risk prefarence 15
gender (Khiif and Achek, 2017), Haynes (2017) showed that during the past 25 vears, studies
forusing on pender m the worldng environment and its implication keeps evalving,
as female participation in corporations shows positive frends. Nevertheless, from early
studies (Baldry, 1987 Johnson and Powell, 1994 Powell and Ansic, 1997) to recent studies
(E:Khatib and Joy, 2021; Sagyr ef al,, 2021; Shropshire #f al, 2021), most of the documents
show that women have mote igksverse traits compared o mien Shropshire et al (2021)
argued that the nsk-averse of female firm leaders 15 contextual rather than automatically
proven in any context. However, female directors are already perciived as one who tend to
prioritise rsk minimisation dunng thelr decision-making process (Adams of al, 2011; Wood
and Eagly, 2005,

This study argues that common stereotypes could induce the risk-averse behaviour of
female directors as external factors il it has not been shaped by their psyehological or
internal factors (Levin ef o, 1988). Several studies focusing on developing conmtres also
document similar results where the presence of women on fimis’ boards can mduce nisk-
averse strategies, mcuding higher cash holding (Musvivanti ef al, 2021} and less intemal
contral wealmess (Oradi and E-Vahdat, 2021). Despite their lives remaining culturdfly
congtrained in developing countries, women's contributions in boardrooms increase from
time to tme (Shad et af, 2011). Given the underlying nature of women, who tend to be more
averse to taking risks than men, the disclosure strategy also chaneed when they ccoupied
hoard positions in the firms.

For itistance, aside from they tend to avoid potential risk from stakeholders, women
appear o have a positive and more empathetic view towards shareholders” expectations and
sustamahility (Bifindelli ¢f al, 2018 Samara ¢f al, 2019), which is translted mto higher
quality of firms" envirenmental, social, and governance (ESG) disdosure (Gurol and Lagasio,
2022), In the apditmg context, female mudit parmers also tend o dizsclose more ley audit
matters compared to male ones, which confirms that they avoid risks of material
misstatements | Abdelfattah of af, 2021). In particular, Secbeck and Vetter (2021) found that




a higher proportion of women in boardrooms leads to higher levels of firms' rsk disclosure,
These studies confirm that rsk-averse behaviours of lemale boards are represented mainly
by providing high-quality fims' disclosure.

Nevertheless, those rationales may only apply under normal crcumstances and may
differ in times of crisis, such as the COVID-19 pandemic. Althuugh it may be true that
women are more vulnerable to crizes nmn;ﬁmd to men (Colling of al, 2021; MclLaren of af,
m; other studses mdlcaie that women's presenoe in business mav be favourable dtmng a
crisis or prevent a cnisis in future. For 1 ce, Ofori-Sasu ¢f al (2022) found that women's

proportion an a bank's board effectively o the possibility of a banking crisis. At the
same {ime, it can strengthen the nggalwe_?ﬁﬁumﬁp between bank disclosure and the
hanking crisis in Africa. [t 38 believed that several characteristics and skills attributable to
female managers, such as attitude to change and ability to promote new initiatives foster
orgamsational resibence in coping COVID- 19 erisis (Cosentine and Paolom, 2021).

Moreover, despite having a severe impact on COVIIAY, female entrepreneurship shows
promising performance in adapling to business environment changes and tries (o avoid the
application of risky measures during crises (Popovic-Pantic ¢f «f, 2020). These achons
comfirm that risk-averse traits of women 1in business are consistent and tend to be mixe
profound during cnses than m normal circumstances. In times of pandemic, every business
experiencing negative impacts has the potential to even banloupt. However, for firms wath
risk-averse hoards, this risk of loss will be analysed in depth and the results of the analysis
will be disclosed to the public through their annual reports;

H!. Female proportion of the board positively comrelates with COVID-9 exposure
disclosure,

Board age and COVID-19 disdastre
Like females in the boardroom, the proportion of the board's age also shares a similae
perception of having risk-averse behaviour. Some recent studies documented that the
proportion of aped diector§'is closely related to lowrisk decsions. For instance,
MeGuinness (2021) found that older board firms possess fewer growth options and raise less
capital at initial public offerimg (IP0)) thim Chinese firms due to ther lack of audacity in
taking more risk-taking strategies. Other studies also show alder execitives invest more in
working capital, take longer to convert inventories to cash, pay suppliers sooner (Adhikari
et al, 2021) and provide better monitoring fimctions for chuef executive officer (CEO) fraud
(Xu el al, 2018). Le ¢f o (2020) also stated that older individuzls are more conservative than
young ones, specifically in business areas. Those actvities are a few of many forms of nsk:
averse behaviowr that aged directors may be 1mp]emented bmuldrl}' to gender, these traits
are believed to enhance ﬁrrm- disclosure qu.ﬂtty

Accarding to the previous studies, minimal literature m the relatiomship betwesn
board members' age and firme' voluntary reporting. Said ¢f af (2003) and Sartawi ¢f al
(2014) argued and confirmed that older boards have better capability to provide a high Jevel
of vohmtary disclosure than firms dominated by young boards, Notably, Fernandes of af
(2019 found a positive relationship will be sustainéd eontmuously for up to 60 vears. In
addition, similar results were also confirmed in Italian-listed stateowned enterprises
disclosing nsk information (Allmi of al, 20016). [1 15 believed 1o bea high monitor g function
and transparency level for aged direciors (Kang of all, 2007),

Another related point of view may artse from CEOs age studies, as several studies focus
oy on CECK' age instead of all board members' age. For instance, early studies arsued that
adult CEOs are more conservative than young CEOs [Deshpande, 1997; Vioom and Pahl, 1971),
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JFRA resulting in better financial reports (Huang ef al, 2012). These results are also m line with older
managers who are belter than young ones in organisational communication (Korolvova ef af,
2021}, Older boards are also one determinant for tusiness, particularly during crises. Felico
el af. (2014) pointed out that adult directors perform better 0 managing banks ten voung ones
as they have acommulated experiences during their lifetime Although Grove of ol (2011)
generally agreed with this paspedive, they also remimd that too-agred dirsctors only bring
limitations and résilt in lower performance during crisis, which 1= in line with Fernandes of al
{2019) findings. Based on these studies, this study posits that the presence of aged board
members could indoce firms' COVIDAS exposire in annual reports as a good response in
prepanng and facng tobulent times while providing  sufficient - mfomation to their
stakeholders:

H2 The board's age proportion positively corelates with COVID-19 exposure
disclosure,

Methaods

Sample selection procedure and data source

This study’s simple selsction procedure i reported i Table 1 (Panel A). This study
obtaned the data of COVID-19 exposure from the text miming database: TMAILC, financial
accounting data from Osis database, while execulive profile data were gathered from E5(01
Intelligence: Pataset [3). This study selected Indanesian nop-fmancial listed fioms from
2019-2020, The final sample consists of 861 firm-year observations, and the detailed sample
selection process is provided in Table 1, Panel A.

In addition, thes study als provides a sample brealkdown based on mdustry (Panel B).
One-fourth of the obervations did not diselose any COVIDA9 keywords in ther annmoal
report, The manufacturing industry has the lowest proportion of firms that did not disclose
any COVIERS kevwords. On the other hand, the services mdusiry has the highest

Description Ohsermtions Firm=
Binwl A Sample selection for frmyear ohservationg

Initial sample 1414 75l
Lasss: fmancial industry (Standacd Industry Classification 6 (35) {170
Missing data (22%) (4=)
Final sample #61 450
FPanel B Sample breakdonen based on mrdustry

Industry Zero keyworde At kst one kevwords Total

n (%) n (%o}

Agiculture, forestry and fishing (1) 19 3030 23 G870 34
Mining and construction (1) 2 21Tl 1 TE2% 128
Manufacturme (2) o 23432 173 Tio8 223
Manuafacturmg £3) A 2TAR £ T258 124
Transportation, commumications and utilites (4) o 2342 121 Tho 158
Wholeaale and retil (%) ® 2A51 Bl T349 83
Services (7) 2 2834 6l TLiG 85
Services (8) 0 2846 16 154 36
Toml 25 2487 Lsti [is115 861

Tahle 1.

Sumple selectionand  Notes: Fhis mmble reports sample selecton process and sample breakdown by the mdustry thae separated
breakdown for Panebe A and B




proportion. This findmyg concludes that business operatons can gquickly adopt remote
meelings, such as services, and have less concern [or COVID-19 than the manufacturing
mdustry, which mostly relies on the physical presence of their labour,

Independent and dependent variables

The primary explanatory variable is the Bogrd characteristics that will affect their risk
preference. Previous research mamly used Chief Executive Officer (CEOQ) or Chief Financial
Officer (CFO) characteristios (Abernethy ef al, 2019, Benmelech and Frydman, 2015 Francis
et al, 2015; Yeoh and Hooy, 2020). Meanwhile, this study focuses on all individuals on the
board. The board characteristics used are the total number of female boards divided by the
total number of boards (FEMBOARD) (Shin ¢f af, 2020) and the total number of aged bosirds
divided by the total number of boards (AGEBOARD) (Abemethy of al, 2019, Yeoh and
Hoewy, 2020,

In estimatmg COVIL19 exposure in the annual report, W develop several keyvwords
Tollowing Hassan of af (2020). These keywtrds are COVID, COVID-19, CoronaVirus, 2019
oV and SarsCov-2. To measure the COVIDA9 exposure, this study uses the natural
loganthm of COVINY keywords and the value of 0 1f the firm does not disclose the COVID-
19 kevword. Although it nay sound doubiful that such a measurement can represent the
firms' risk preferences for the COVID-19 pandemic, several studies have empirically proven

the same measurement approach to show how much companies pay attention to specific

issues, For instance, Gamerschiag (2013) and Motokawa (2015) used the frequency of
kevwords related to human capital inannual reports to measire the firms' concerm in human
capital development and issue, Lovghran ef al (2008) used several ethicsrelated keywords
in a 10K report to ensure conststency between ethicsbased business operations and
T Z

| The approach known as content analysis 1scommonly used because frequency indicates
the subject matter's importance (bdolmohammadi, 2005; Guthrie ef al, 2004; Krippendorf,
2(04). Specifically for the crigls, this approach has been validated in recent work by Hassan
ef al, (2019, 2021) to measure & fifm'’s exposure to political risk, Brexit and shocks such as the
Fukushima nudear disaster. Based on these studies, it can be concluded that the frequency
of COVIDM19-related kevwords appropriately reflects how boards perceive COVID-19risk to
therr business.

Comirol variables

Following Bamber el af, (2010), Cho et al. (2020), Eng and Mak (2003), Tsang &f @, (2019 and
Tio ef al. (2020), we include several control variables, Specifically, FINBOARD is calculated
as the total number of boards with financial bdr:kgmmrdajlnda:l by the total number of
boards. The bigd audit firm audits BIG4, INDCOM s the total number of independent
commizsiphiirs. BSIZE is captured by the total number of commissioners plus directors.
FSIZE is measured as the naturz] Jog of total assets. MTB is ciliilated as market capital
divided by total assets minus total linbilities and debts, Then, LEV is measured as tital
liabilities and debts divided by total assets, In addition, this study also uses the presemce of 2
risk management committee RMC) to control risk management function within a firm, as
therr presence 15 a cucil indicstor of how firms respond and manage their risk
(Harvmawan of @, 20212, 2021h), including from COVID-19 outbreak.

Research design
To test our hypothesis, this study uses regression analysis with fhe following regression
model:

COVID-19
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Table 2.

COVIDY = B + B,FEMBOARD, ; + 8. AGEBOARD, ; + B; (CONTROLS;,
+ B INDUSTRY, ; + B, YEAR; 4+ = {1}

The operational variable i= available in Appendix.

Analysis and discussion

Descriptive stafistics

The summary of data characteristics is provided in Table 2. Fram the study’s observations,
it can be identified that the average women's representation on firms' boards is only 11%,
Thi= number lags far beliind several other coumtries that have even mandated a minimum
quotz on the proportion of women on firm boards, such as Norway, Denmarle, Belgiom,
Fmnland, Frifige and lceland (Terjesen ¢f af, 2015). In comparison, Poland i known to have
anaverage proportion of women on firms' boards of 22.9% and is the highest of all coantties
in 2021 (Deloitte, 2022). In addition, Indonesia has not vet imposed a minimum quota on the
proportion of women on the fum's boards, supporting this finding,

Indonesian firms boards are also dominated by individuals less than 54 vears old,
Compared to its neighbouring country, Malaysia has an average board age of 56 years
(Tahir ¢f al, 2020) and 61 yvears old based on worldwide data from the BoardEx
database from 2004-2019 (Chidambaran ef al, 2022), it can be said that Indonesian
listed firms” board are younger. Other vanables that are interesting to note are MTB
and LEV. The maximum vilile of the two variables is believed to be due to the highly
uncertam business chimate of the COVID-19 pandemic, especially during the early years
of the pandemic,

[ ivariate analvses
This study provides two ndependent samiple Hests and Pearson correlation, as our
univariate analyses are provided in Tables 3 and 4. The sample was divided into two

Vamaldes Pl Medhan Minmmum Ml imunm
COVID 30249 3497 (LK1 i ]
FEMBOARD WLT4T G250 (B0 7h000
FEMBOD 11136 1000 L] 100,000
FEMBOC 10080 QU000 L] 100,000
AGEBOARL 513 54600 21 66T TOETS
AGEBROD 51 448 5LGGT 1350 T3.000
AGEBOC av.6an SEIHN) 23333 E3.000
FINBOARD 585 Q00 L] 1.000
BIGH (205 (0000 () 1000
INTHOOM 1410 L) (0 B0
BsIEE RO1G 7000 000 20,000
BME k188 CL0HY (LM L0
IF'SEFE 207 2197 14994 3495
MTRH 1.261 (1153 —27 1) BT
LEV 5908 1464 (1] 3AR1.978
Notes: This mblk reports deseriptive stafistics for this study's chservations. It provides man, median,

minEnun zd maxamm valies of 861 firm-ear olservations, This test was done after winsarsing the

Descriptive dntistics  datn for 1 and 8%




Mean valie
Variabbes 219 20 Coel Evalue
FPond A, Two indepevdent samplos tdest based on vear
COVID 2311 1648 1 gk 10152
FEMBOARD 7736 13171 5.43G%= 6154
AGEBOARD S4a1v o221 (1296 (76l
FINBOARD 585 0.585 0,000 (ooic:
BHsd (83 {265 — i1 (R 2179
INDCOM 1.6 1.236 — (R ~BA435
BRIZE T80 70a3 (1,013 0,062
RMC 205 {174 00381 -1178
FSIZE 28475 21443 —F3TF** - o2
MTE ELEE 21596 2153w 12 538
LEV (5A 0.533 0.023 0821
Pond B Troo indeposedend samples 100! based o COVIER18 bovivord ocenrrercg

Mean valhue Cowl fvaloe

ero keyword At lepst one ey word

FEMBOARD R L9 10415 1.0640
AGEBOARD H2780 SdBHEY 2 (e L7320
FINBOARD Al 0,583 —i,8 —0ABL
5l 0 0317 00,0 2363
INTICONM 1316 1435 0116 178
BSIZE T.a12 3212 LN 26149
RMC 0,120 (.207 0,077 2515
FSIZE 24086 24451 i1,5455* 1.820
MTH 157 1.150 0,107 —{3 5
LEV (475 0.537 (.52 1 BSE

Notes: This tahle reports the two independent sample fEst analvas resuls on 861 firmevear dhservations.
Panel A vses vear as the treatment vanable, while Panel B uses the scomrence of COVID-19 keywords. This
it was done after winsorising the data for 1 -and 9% - Fstatistics in in Coef. column *p < 0.1, **p < 005
and ¥ 5= 011
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Table 3.
Twio independent
samiples -est

sub-samples based on the vear, This approach was talen i Indonesia when the first caseof
COVID19 was announced on 2 March 2020, Thus, it can be concluded thiat 2019 was pre-
covid and 220 was current-COVID, although the global spreading of COVID-19 already
began at the end of 2019. Based on Table 3, there 15 a significant increase in the number of
COVID9 keywords mentioned i firms' annual reports between 2019 and 2020 (coef =
1,336, = 10.152), which agrees with our proposition,

Another mteresting finding from this analysis 15 although numerous facts are told dhout
how COVID-19 affecs economics on a worldwide scale and alzo supported by statistigally
significant decrease in firm size (coef. = —7.082, { = —56.922), but this study’s sample shows
that there is no significant difference in leverage level (coef. = 0023, { = 0821). Swrprisngly,
a statistically significant merease inmarket-to-boolt average value (coef, = 2193, = 12838).
This study posits the increases as an mdication that Indmesian listed firms’ shareholders in
2020 are optimistic about Indonesia’s economic recovery strategy and process (Ministry of
Investment, 2020). Compiéired to 2019, the government has not yet prepared any substantial
measures o prevent the negative impact of COVIDEIS. In addition, this study also
successfully documented a significant difference in age proportion in boardrooms betwesn
firms that do not disclose any COVIIRIY keyword with frms that at least disclose one
kevword (coef. = 2002, + = 4.720). Sull, this study fatled in terms of FEMBOARD. This
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Table 4.
Pearson correlations




findimg confirms that deci=sion to disclose or not the COVID-1Y keywords are closely rela]:ed
to the age board proportion.

This study provides Pearson correlation test results in Table 4. It can be seen that t?ms
study found a statistically significant and positive relationship for both FEMBOARD {coef, =
0107, o= 0.002) and AGEBOARD (ooef. = 0,160, p = 00000 with COVID. This result comfirms
that the board's biclrical traits are covelated and can incease the COVID-19 exposure
discdosure il no other varables are consdered. As for experence-based trats, the FINBOARD, it
shiws, 1s not related to COVID, similar to INDCOM. Fmally, as this study identified some
comelation between mterested and control variables, conducted a varance influence facor (VIF)
test i every regression model to ensume the result is not experienang any mulicollinearnty issue.

Bagelme regression

Table 5 presents the regression Fesult of the research model. The result shows both of board
charactenistics, FEMBOARD (coef. = 0014, £ = 284) and AGEBOARD (coef, = (0.041, ¢ =
3.57) have positive relationship with COVID-19 exposure disclosure which is in line with
both hypotheses. The result 15 robust as the test on several models to ensiure the consistency
of relationship between both board characteristics and COVID-19 exposure disclosure. In
adﬂnmn. this study also fond that the explanatory powers in this study's model are
increasing once FEMBOARD and AGEBOARD are added to adjusted /by 1.7% and 18%,
respectively.

This result confirms the proportion of female and aged individuals in boardroom plays a
vatal role n redirecting on firms’ risk preference, particularly 1o thelr perception of COVIL.
19 pandermic and ther eagermess to emphasize that information in their anmal reports, This
finding also confirms that risk-averse characteristic that comes from biological traits is an
important fctor in disclosing more COVID-19 keywords in brms' anmial reports compared
to risk-averse characteristic developed through experiences. For instance, this study
identifies an msigmificant relationship between FINBOARD and COVID (mef = —0131,¢=
—{143) as a representation of nsk-averse characteristics based on experiences.

Kobusiness tests

Similar to other studies n business and management context, this study cimmot be
separated from the endogeneity issue (Redh ef al, 2012), Several years ago, the problem that
Becidme the primary concern of business and management study was maised because
business and managesiint variables were not completely randomly chosen Thiz study uses
CEM regression and Heckman's twostage regression to minimize this issue within the
study result.

Coarsened exact matching regression, One of the endogeneity perspectives is that the
observation sample used is not completely apple-to-apple. [t may provide bias in the result if
the observation does not reflect éach other observation's characteristics which are known as
a sample selection bias issue. One common approach n business and management studiesis
the matching method. including CEM repression (Blackwell #f al, 2008). This study divides
the sample into two groups, the treatment and control group, based on the median value of
each interesting variable (FEMBOARD and AGEBOARD). Each observation an these
groups will be matched against each other hased on all control variables emploved on three
strata basis, CEM regression result is provided in Table 6 be low,

In general, this study found consistent results, both for FEMBOARD and AGEBOARD,
In both scenarios median of FEMBOARD and median of AGEBOARD as treatment. This
findimg confirms that even after only ncluding observatons witha high level of similartes,
both board characteristics consistently have a positive relatonship with COVID-19

COVID-19
expostre
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(1) 12 &} ()
Varinbiles COViID COVID coviD CoOvim
FEMBOARD DOL3*T 2440 0014+ (Z.84)
AGEBROARD (7 1 04y (L1 **# {1 57)
FINBOARD — {0,196 (060 —(hE5 (—131) —0. 236 (-0.77 —0.131 (-0.43)
Bl 0.7 (0,48} (L0584 10,40 0,067 (0.39) 0,043 1028
INICOM ~ 0,065 {070 <083 (- (o) ~ 0,063 (-10.68 ~ 0062 {089
BslzE DO5L* (L77) (04E* (16H) {050 1.75) (047 (1.66)
RMC (457 (28]} (4765 2 ag) 0. 444%* (2765 OB3%+* (2 BR)
FsEE C202%** (L 10) LTI 5400 0215+ (4.41) (1 1B2*** {3.66)
MTBE ~0.003 {013 (065 0, 18) —0.005(-0,17 O, 0. 16)
LEV 0261 (1.39) 0204 (1.24) (L300 (1 &) 0247 (148
EOlNS e Tt ol e —H.5% (480 — 4. 860+ (—358 —h 1324+ (—4.37)
Yeur FE Yes Yis Y Yis
Inalustry FE Yes Yes Yes Yes
i 1181 0,194 0191 0,201
Adjusted & 01,16 0177 1174 0184
N 261 261 861 261
Table 5. Notes: This table repodiithe resuk of fixed-effect tegression for hypothesia testing of this shady on 861
M regression firmeyear observations. This test was done ffter winsorsmg the data for 1 and 89, Lstatistics in
resailt prirentheses 4 < 01, ¥ < (0,05 and ***p = 001
Medinn FEMBOARD as treaiment Medizn AGEBOARD a& treatment
Variables {OVID COVID
FEMBOARD (014%+= (273 (.041%+= (3.44)
_&{]EBDJ"LR.[} D038 (3 18) L2+ (2017)
chms G0 (g W) 3015 (4 )
Contral vanables Yis Yes
Yiar FE Vi Yoz
Indtstry FE Yes Yes
o : 1,187 00,184
Addpsted B 0,167 {h,165
N T3 BT
Notes: Thiz mble reporta the results of the CEM ajon teat. The first column uses FEMBOARD az a
Table 6. tremptrment varsible, winke the second vses AGEROARD, CEM tesst 15 bamend on all contral varsabbes used
; in the mode! and uses three strata. The decressed number of chservations & due o several requirements in
Coarsened exact CEM for lyseriatione 1o be chesified as matched by CEM, This teat was dote sftvr wincorising the duta for
matching regression 1and 29%, tamtistics in parentheses, 4 < (000, *%0 < 0,05 ond ***p < (01

exposure disclosure, To conclude, this finding supparts that this study's result does not
experience endoreneity 1ssues,

Heckman two-stage regression. The second robustess analysis focuses on unohserved
variable izsues, ensuring that the error term does not correlate with dependent variables,
Cne commonly used approach to address this issue 3 Heckman's two-stage regresswon.
Following prior studies (Harvmawan of qf, 2021a, 20210; Wan ef al, 2020), this study uses
the average value of an interesting vanable m each industry vear. One of the corssiderations
of the decision to hire female or aged ndividuals as firms' board s based on how their frm's




peers board. The imitating strategy of firms 18 commonly used, even by giant firms such as
Medonald's, Visa, Walmart and Microsoft (Nani, 2016). In this context, it would be meore
favourable for firms to imitate other boards’ proportions rather than taking fsks by trial
and error until they find the appropriate proportion of female or older people on the firm's
board. Based on this argument, the average value of the board's gender and age are suitable
for instrumental vanables (AVEFEM and AVEAGE). This study uses a dummy version of
FEMBOARD and AGEBOARD as dependent variables in the {rststage regression by
providing value 1 if the FEMBOARD and AGEBOARD are above their median value and
value 0 1f 1t 8 stated otherwise,

Our Heckman's two-stage regression result i provided in Table 7. The first-stage
regression shows only AVEFEM has statistically significant relationship (coef. = 0074, =
2.56) while AVEAGE does not (coef, = 0,115, { = 0.69). On the other side this study found
consistent results on the second-stage regression, both for FEMBOARD (coef. = 0.014, =
273) and AGEBOARD (coef, = 0400, § = 3.53). In regard to inverse mills ratio (IMR), 1t
shows imsignificant results on the FEMBOARD model (coef. = —0.738, t = —0.53) and but
has stahstically significant results on the AGEBOARD model (coef. = —5.816, f = —3.03),
These corsigtent results comfirm that the model 15 nol fully clear from endogeneity ssue,
particularly unobserved variable issue as one of the IMR coefficients showing statistically
significant resulbs,

Additional analysis

To expand this study's contrbution, this study conducts some additional analvses on
baseline regression results, The addinonal analvses include pre- and carent-COVID-19,
board position and incremental analysie. Each of the additional analyses will be described
below:

Pre- and eurrent-COVID- 1 9 analysis

As mentioned in the previous section, Indonesia has a unique setting ag the first case of
COVIDES was announced on 2 March 2019, while the global spreading of COVID:19 began
at the end of 2019, Based on de jure, Indonesiz has not experienced any COVID.19 cases 1in
2019, However, it is debatable when exactly the first case of COVID-19 fGhaliya, 2020).
Relymng on a legal announcement from Indanesia’s Government, 2019 was the pre.COVID-19
period and 2020 was the current-COVID-19 period. Unicuely, even though there was no legal
armoumeement of COVID 19 cazes n 2019, several firms already disclosed several COVID-19
kevwords in their annual reports, as presented m Table 8. Some of them disclosed more than
100 COVID-19 keywords in ther annual reports.

Based on these findings, this study splits the sample based on its year, and the regression
resulls are presented in Table 9 below, To examine how female and aged board members
respord to the potential global pandemic (even if it is not yet reached in Indonesia) is carried
out based on a legal government announcement. The 2019 regresSisin results show thereare
no statistically significant relationshipg both for FEMBOARD (coef. = 0.012, # = 1.65) and
AGEBOARD (oef. = 0018, £ = 1.26). On the other hand, when the COMID19 pandemic has
spread throughout Indonesia in 2020, it is shown both FEMBOARD (coel. = 00149, | = 2.86)
and AGEBOARD (coef, = 0,066, £ = 3.78). This finding confirms that although women and
aged boards are known for their rideaverse traits, their presence on firms' boards did not
influence firms’ COVID-19 exposure disclosure.

One possible explanation for the finding is due to the exaggeration of reacting on the
COVID-19 when it does not directly impact firms’ operations, even for boards known for
ther risk-averse traits. Moreover, as the most legitimate information source, the government

COVID-19
exposure
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First-stipme fepresgion Sevond-stage repression
Varables DFEMBOARD DAGEBOARTY COVID COVID
FEMBOARD MO1Lr+ 2T 0014+ 282
AGEBOARD i 1F=+ (G RH) (LOadre*e# {1 5)
AVEFEM (LOT4* (2360
AVEAGE 115 (6
MR -0 738 (083 ~GBLEM® (3.03)
CONS 0344 (0.35 _ROES (—098) 58000 (—1.18) B796= (1.71)
Conirol vannblea Yes Yes Y= Yes
Year FE Yes Yes Yes Yes
Indlustry FE Yes Yes Yes Yies
Pesudn &% 01,065 0o7e
Adsred B 18y 0183
N =61 861 Bl E61

Notes: This tible reports on Heclman's two-stage regression on 861 firmevenr obseovationg: The first two
corlumnes focus on the E'lﬁ{'—!jhgt reprresshon. whie i wses the aversge value of female (AVEFEM) and ape

Table 7. (AVEAGE) proportion in each industry year a= instramental variabies, On the other kand, the last two
H-l‘-'dmlm IWo-Stage  cnlumns report the seeond-stage regression analyses. This st was done after winsorsing the data for 1and
TEETERSI0N %, -smtistics i prrentheses ® < (0, =%p < (005 mnd **=p < 00]

Mo, of COVITN 9 kevwords Mo of firmz in 2019

1] =

124 11

2110 1

4140 45

B1-80 17

sL-100 12
Table 8. >100 -
Nf"]mb'rr of firms Notes: This tahle reports the firm's amownt based oo ther COVID-19 keywords amount group o
disclose COVID-19 2019, This analysis uses multiples of 20 keywords COVID-19 as differences hetween groups in
leevwords obiservationg

argoed that Indonesia was not affected ver by COVIDAY, a1 least unti] the end of 2019
(Ghalya, 2020). The additonal argument that supports this finding comes from several
experts’ opinions were stating COVID-19 can be included as a “black swan” phenomencn
which cannot be predicted nor prepared belore the event happened (Ahmad of of, 2021;
Wang and Liu, 2022; Yarovaya of al, 2022), Thus, 1t's normal for firms to fail to provide an
eArly response,

Board position anedvsis

Az mentioned previously, there are two types of Indonesian firms’ board: BOC and BODC Ag
BOC and BOD have different roles and responstbilities, it is expected to benteresting 1if this
study specifically examines the relationship between female and age proportion with
COVID19 exposure m each board type. To archestrate this test, this study calculates the
female and age proportions for each specific board first, Secondly, this study regresses these




Table 9.
Pre- and current-

COVID-19
exposure
COVID-19 analysis
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Tahle 10,
Bogrd position
analysis

proportigns for each board type and combines them into one model The board posiion
analysis resultis presented in Table 10,

Bazed on the finding, only bisdagical traits of BOD have positive relationship with COVID-19
expoetre disclosure, both female (voef. = 0014, § = 354 and age proportion (coel. = 00, ¢ =
2 55). This result confirms although BOC needs to finalise the content of the anmual report drafted
by BOD, ther biological trafts do not correlate with COVID-19 exposure disclosure, One plagsible
rationade behind this result 15 besed on the fact that every individual, induding firms’ boards, 1s
exposed to information overload (Jackson and Faraneh, 2012) and prone to cognitive constramt
while makmg decisions under imeenainty (Lebiere and Anderson, 2011), Dunng the carly vears
of COVID-19, the nfomation quantities are substantially mcreased and its weliahility dmops
simultsmenesty, It is believed that BOC's focus is believed to be redireded to priority areas, such
a= how to keep rumning the business or mamtzin the budget to prevent mess layvoffs, In other
words, BOC aoly puts a small portion of ther foous on firms” anmel reports, wiich their risk
averse trat does not refleat,

Incremental analysis

Despite this; this study spccessfully confinms that both FEMBOARD and AGEBOARD are able to
bt firms” COVIDA9 exposure discloane, This study is interesting to test whether FEMBOARD
and AGEBOARD can increase COVID more than ther peers or nol. To exeaute ths plan, this
study constrocts a new dependent varable, INCCOV, which 1s valued by differences bitween
COVID and average COVID for each industry vear. Based on Table 11, the findings confiom thet
both of FEMBOARD (ooef = 0015, f = 286) and AGEBOARD ieoef, = 0038, f = 345 ame
positively refated with INCOV. These statistically sigmificant relationships confirm that both
FEMBOARD and AGEBOARD are not only able to inaease COVID-19 exposwre disclosure and
the disclosure value is higher compared to it= peers in the same industry year at the same time,

Conclusion
This study examines the frms’ risk preference towards COVID-19 exposure disclosure,
represented by board characterisies. This study uses nondinancial listed companies in

[ (Z) 13
Vanahles COVID COVIT LOVID
FEMBOC 1 (025 (R
AGEBROC (01E* (200 0011 {1.15)
FEMBOD 0074+ (365) (h014*** {3.59)
AGEBOL (LO35*= (138 0.1 **= (2 Bh)
CONS — LI (346 —B28ZF 1) —B.281%F* (—4.98)
Control vanahles Yes Yes Yes
Year FE Yes Yes Yes
lnadustry FIE Yes Yes Yies
s i 0:189 0.203 0.207
Adjuated & 171 (L1858 0,187
N 561 51 =61

Notes: Thi= tahl reports the result of regrission between female a:qd aped individunls in each board
prsition with COVIDA9 cxposure disclosure an 861 firm-yesr o atins, The first column focuses only
on the board of commissioners (B0C), while the sscond only focuses on the board of directors (ROD). Thie
Liist efunin cormbities both BOC and BOD analyss. This test was done after winsorising the data for 1 and
9%, tatmtistics in parentheses *6 < 00, *%p < 0005 and *** < 001




(2 14 14
Vartahbes INCCOv INCCOV INCoOv
FEMBOARD D0L3%* 248 Q015"+ [Z36)
AGEBRCGARD (56 [111) ), (ckp=* LR
_{__f&’.“ﬁ- —T.B21#** 5 5H) ) L) Riall B0 —EB4L7T* [—6.10)
Control variables Yis Y= Yes
Yuur FE Yis Yis Wiz
I:y::hnry FE Yis Yis Yis
= (82 (Tt [hAER]
Addjusted & 64 062 (11
N 251 Lo Hhl

Notes: This tiable reports incrementsl amlyveis of 861 firmeyvear cheervatione (NCOV s generated based
om the difference between the observation's COVID value and COVID average valoe in each modustry vear
This test wits done after winsortsing the data for 1and 99% . f<tatistice n parentheses *p < 0.F "% < 005
and ¥ < (0]

COVID-19
exposre

Table 11.
Incremnental amalysis

2019-2020 as the transition vear between pree and during the COVID-19 pandermc. This
study's results confirm both female and aged individuals on boards tend to shape the firms’
risk preferenge into risk-averse and disclose COVIING exposure. The results are robust
as they use endogeneity tests to minimise self-selection bias. Furthermore, this study uses
additional analvas tests to enhance the undemstanding of firm risk preference with the
disclosure of COVID9 exposure.

These fndings contribute to literature and practitioners n several ways simultaneously,
Firstly, thiz =tudy provides additional literature on COVID-19 topes, especially in Indonesia,
a5 the amount is still scarce. Current COVID-19 studies are dominated by its mmpact on
several firms’ conditions, such as its valuation (Bose ef @y 2022 Wang and Liu, 2022),
financial perfarmance (Kubiczek and Derel, 2021; Rababah ef al, 2020), operational process
(Chen ef al, 2021 Nikolopoulos ef al, 2021) and so on. This study takes a different
perspective on how the biological characterietics of firms’ boards related to their response
facing COVID-19. This study confirms although COVID-19 is a disruptive event, not every
firm reacts similarly due to their different board characteristics.

Secondly, it also provides additional hiterature on management risk preference as prior
studies are dommated by the CEO and CFO risk preferences only. This study agrees that
CED and CFO play pivotal roles in firms” decision-making, including annual reports and
narratives, as confirmed in other studies (Dabbebi of af, 2022; 13 of o, 2022). Nevertheless,
durng high levels of uneertainty, the normal decision-making process may not run as usual
Therefore, it is believed and confirmed all individual risk preferences in firms’ boards are
essential in determining firms’ reports content, particularly COVID-19 exposure.

Thivdly, this study provides additional consideration for various pivolal economic
players in responding to COVID-19 exposure disclosure, as firms’ disclosure is one of the
powerful instruments that can mftuence staleholders’ perception (Potra of af, 2020). The
firms’ disclosed concern on COVID-19 35 closely related 1o Grms' board characteristics are
crucial. For instance, panic selling from investors could be mimimised if they are fully
mindful that COVID-1% exposure disclosure is not solely due to the significance of COVID-19
harming firms but also reflective of firms" board characteristics. Another example is that
various economic analysts can consider this finding not exaggerating COVID-19 exposure
disclosure. Indeed, COVID-19 is a disruptive event, but it cannot wholly omit the boards'
characteristics factor as it cauld provide massive misleading m public opinion.




Similar to other studies, this study also experienced some limitations. Firstly, this study
uses an amount of COVID-19-related keywonds (o measure firms” COVID-1Y disclosure
levels, which may not entirely reflect firms' concerns about COVID- 19, Future studies are
suggested (o wse a mare advanced level of content analysis, such as Troszynski and £l
Chamar (2022), Wilkamson ¢f al (2022) and Wu of ol (2022), Another limitation i= the
sources of COVID-19 dizclosure levels are exclusively annual reports, On the other hand, the
firms’ reports can be disclesed invarnows channels. For instance, firms' websites, news from
the media and so on. This study supwests oncoming studies consider these alternative
information channels o provide a more compreéhensive analysis of COVID19 exposure
disclosure.

Notes

L Indonesia’s ex-health minister, v Terawan Apus Putranto, seversl times was invalved in
controversial cases related (o the prepacation of COVIDRY in eady 2040, He communicated to the
public that COVID-19 was pot a threat and asked the public to only pray without making any
preparations, In addition, he als mentioned that the study conducted by Mare Lipsiteh, a
Professor of Epidemioloey from Harvard University, which staeed that many cases of COVID1S
were not detected i Indonesa, was o form of insult to Indonesia,

2. Several phenomena i Indonssin clanily the pender s2oe. For meiance, the averape salary of
female workers s UsSE190, while men get an average wage of US5245. Currently, global gender
gap pay i 16%, while on the other hand, Indonesa has 23% Moreover, the informal secior and
domesstic work are domanated with female workers. The Centml Statistical Burean shows anly
30% of women held mamgerial positions in public and pnvate sectors, Recently, a draft baw that
allows female workers to take six months of maternity leave 1= cising confroversy among
bisiness owners, In fict, some of them show rehictinee i reonaiting female workers i the law i
pas=ed and enbroed.

3. www esp adataset/
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