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ABSTRACT
This study examines the effects of gender and cultural diversity of
boards on the corporate governance and social performance of
373 companies listed in 24 emerging country markets over the
period of 2010–2019 using panel data analysis. A two-step system
GMM model is also applied to test the endogeneity problem. The
results indicate that gender and cultural diversity positively affect
corporate governance performance. While we note that social
performance is positively associated with both gender and cul-
tural diversity, this relationship is insignificant. The findings offer
multidimensional insights for companies, policy makers, and
stakeholders to promote the association between gender and cul-
tural diversity initiatives and corporate sustainability dimensions
in emerging markets.
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1. Introduction

Recent developments in technology and the business environment have forced compa-
nies to generate more value for stakeholders. They have also created distinct challenges
that can have a profound effect on decision-making and corporate performance. The
increasing complexity of business life has forced companies to employ dedicated board
members equipped with creative toolkits and different backgrounds to reflect their con-
tribution to operational and financial performance. In this spirit, the diversity of board
members has drawn the attention of many companies, policymakers, and other related
parties with its role in formulating and implementing business strategies.

The corporate board is a vital internal governance mechanism, playing a critical
role in mitigating agency problems and enhancing corporate performance (Borlea
et al., 2017; Ciftci et al., 2019). It is composed of team members with different
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backgrounds that help companies reach their goals. In this frame, the diversity of
board members allows a greater range of views to shape the business by perceiving
stakeholders’ interests and offering creative solutions to challenging problems. As a
valuable attribute, this ability also plays a complementary role in corporate perform-
ance (Fatemi et al., 2018; Friede et al., 2015; Luo et al., 2015). Companies show more
interest in social activities, customer satisfaction, ties with local communities, and
human capital when there is greater stakeholder pressure (Dodd et al., 2019; Rajesh,
2020). Kemp (2011) claimed that corporate boards have an important role in ensur-
ing that companies pursue economic value creation objectives by observing values
consistent with social responsibility and keeping a balance between financial and
non-financial goals. In this context, new social and environmental standards complete
business performance (Achim et al., 2015).

Although numerous studies have examined the impact of board diversity on cor-
porate performance, relatively few, mostly in developed countries, have predomin-
antly investigated the effects of gender and cultural diversity on corporate governance
and social performance. Female board members with prior experience in other com-
panies offer diverse opinions and network ties, contributing to improved cohesion
and corporate governance (Wagn, 2020). Therefore, the inclusion of more female
members may calm difficulties in achieving consensus and increasing team decision-
making effectiveness. Most of the studies on gender diversity have revealed that gen-
der-diverse boards may enhance corporate performance (Fakoya & Nakeng, 2019;
Gupta et al., 2014; Kagzi & Guha, 2018a; Kyaw et al., 2017; Li & Chen, 2018;
Siciliano, 1996; Velte, 2016). Hafsi and Turgut (2013) found that firms with more
female directors tend to show greater interest in a broader range of stakeholders and
positively impact the firm’s corporate governance and social responsibility perform-
ance. Similarly, Zhang (2012) notes that gender-diverse boards positively increase
institutional and social performance.

Cultural diversity is also an essential but relatively overlooked board attribute.
Although more companies are reporting on gender diversity, the data shows that the
actual membership of boards is more culturally diverse than gender diverse.
According to the Refinitiv report (2019), women accounted for about 18% of board
memberships, while culturally diverse directors made up nearly 29% in 2017. Cultural
diversity engenders information elaboration, bringing a diverse range of perspectives
from the home countries of board members (Nederveen et al., 2013). It also leads to
creative teamwork and effective leadership in companies and affects decision-making
quality, benefiting from the different cultural backgrounds of board members
(Maznevski, 1994; Schneider & De Meyer, 1991). Although cultural diversity plays a
vital role in the contemporary business world, its effect on corporate governance and
social performance has been undermined compared with its impact on firm perform-
ance. Thus, the literature on cultural diversity and social and governance performance
is still in its infancy and is emerging as a sensitive topic, particularly in emerging
markets (Zaid et al., 2020).

Given the limited evidence between the rising level of board diversity and corpor-
ate governance and social performance in emerging markets, the present study makes
contributions to the literature by examining the effects of board gender and cultural
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diversity on two key dimensions of sustainability, i.e., corporate governance and
social performance, rather than on financial angle, for a sample of non-financial com-
panies listed in emerging markets. Focusing on emerging markets is essential because
the implementation of governance and social practices is less relevant in these coun-
tries due to weak investor protection, gender discrimination, geographically proximate
cultures, and institutional voids (Claessens & Yurtoglu, 2013). Companies in these
markets also face more external and internal pressure and environmental challenges
to increase their social and governance commitment, thus meeting stakeholders’
expectations and improving corporate reputation (Geng et al., 2010). Thus, this study
extends the discussion above for emerging markets by deepening the way to capturing
the level of diversity and further assessing the nexus between board diversity and dif-
ferent dimensions of corporate sustainability to provide valuable insights for different
interest groups. The research also aims to raise a flag about whether firms in emerg-
ing markets are forward-looking and committed to meeting corporate governance
and social concerns by getting women and cultural-diverse board members to ensure
expert guidance and oversight on sustainability matters. Thus, it becomes essential to
understand whether conclusions drawn from experience in developed countries can
be extended to emerging markets (Disli et al., 2022; Radhakrishnan et al., 2018).
Finally, a deeper understanding of women directors’ role and cultural diversity in
improving corporate governance and social performance will help companies and pol-
icymakers to ultimately improve corporate sustainable growth.

Drawing on a sample of 373 companies listed in 24 emerging markets from the
Thomson Reuters database for the period 2010-2019, we carried out a multivariate
panel data analysis and used governance and social pillar scores that are widely
accepted in performance measurement (Ahi et al., 2018; Rajesh & Rajendran, 2020).
Since the findings may often be influenced by the endogeneity problem, we also pro-
vided a profound analysis by performing a two-step system dynamic panel general-
ized method of moments (GMM). The results show that gender and cultural diversity
positively influence corporate governance performance. We also note that social per-
formance is positively associated with gender and cultural diversity, but this relation-
ship is insignificant.

The remainder of the study is organized as follows. Section 2 reviews the literature
and sets out the hypotheses. Section 3 presents the data and methodology. Section 4
discusses the results, and Section 5 concludes.

2. Literature review and hypotheses

2.1. Theoretical background

While a considerable number of studies have assessed the effect of board diversity on
financial performance, relatively few have focused on the influence of board diversity
on sustainability attributes. This work was based on the premises of several theoret-
ical perspectives, ranging from agency theory (Jensen & Meckling, 1976; Mitnick,
1975; Ross, 1973), institutional theory (Mitnick, 1973), and cognitive diversity theory
(Miller, 1990; Miller et al., 1998) to the stakeholder theory (Freeman, 1984; Freeman,
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1999), resource-dependency theory (Penrose, 1959), and the resource-based view
(Barney, 1991; Galbreath, 2016).

Among these theories, the most prominent is the stakeholder theory, which argues
that a company’s performance depends not only on the contributions of shareholders
but also on the vital role played by government, consumers, community, environ-
ment, employees, media, and financial institutions. Thus, value creation is an out-
come of the relationship between board members, shareholders, managers, and
stakeholders (Freeman et al., 2004; Ran€angen, 2017). Board members should balance
each stakeholder’s expectations without compromising the needs of others (Haniffa &
Cooke, 2002; Liao et al., 2015; Velte, 2016).

In a social framework, diversity refers to the various characteristics of complex
communities based on the biological, cultural, and cognitive differences between indi-
viduals (Goodman, 1975; Miller, 1990; Miller et al., 1998; Nehring & Puppe, 2002),
while in an organizational context, diversity is associated with the cultural and demo-
graphic characteristics of the board, managers, and workforce (Bernile et al., 2018;
Coffey & Wang, 1998; Fakoya & Nakeng, 2019; Harjoto et al., 2018; Harjoto et al.,
2019; Kagzi & Guha, 2018b; Li & Chen, 2018; Lin et al., 2018; Siciliano, 1996). Board
members with different characteristics and backgrounds enable greater independence
in decision-making, leading to an improvement in management quality (Adusei,
2019; Aggarwal et al., 2019; Harjoto et al., 2018; Ye et al., 2019). The resource-based
view argues that board diversity creates synergies and helps solve complex problems
(Galbreath, 2005), while resource dependence theory underlines the role that corpor-
ate boards play in managing uncertainty in the external environment and gaining
access to critical resources (Hillman et al., 2009; Pfeffer & Salancik, 2003).

Diversity-based studies use two formal classifications: demographic (observable)
and cognitive (non-observable). Gender, age, race, ethnicity, and language are observ-
able, while knowledge, experience, culture, values, beliefs, and attitudes are cognitive
attributes of diversity (Erdelyi, 1985; Jensen & Meckling, 1976; Lau & Murnighan,
1998; Miller et al., 1998; Pelled, 1996; Riordan, 2000; Riordan & Shore, 1997;
Timmerman, 2000; Williams et al., 1988). Managing this heterogeneity is a complex
task because such attributes can be connected, particularly the non-observable ones
(Brush et al., 1987; Clark & Summers, 1981; Lau & Murnighan, 1998; Tsui &
Gutek, 1999).

The academic debate on board diversity has generated different views. While some
scholars treat diversity from a negative perspective, others assign a decisive role to it.
The former base their arguments on potential conflict among team members, poor
communication, and a lack of shared values (Abubakar, 2017; Buckley et al., 1978;
Chapple & Humphrey, 2014; Churchill & Valenzuela, 2019; Churchill et al., 2017;
Delis et al., 2017; Ferreira & Adams, 2007; Frijns et al., 2016; Kilic, 2015; Khaoula &
Moez, 2019; Tarigan et al., 2018; Wellalage & Locke, 2013), while the latter argue that
it makes a positive contribution to high financial performance (Alvarado et al., 2017;
Campbell & M�ınguez-Vera, 2008; Erhardt et al., 2003; Gupta et al., 2014; Miller & del
Carmen Triana, 2009). The following section discusses both views and clarifies the
role of diversity in non-financial performance. Appendix 1 provides a summary of
selected studies linking board diversity with various firm-level outcomes.
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2.2. Board diversity and non-financial performance

The institutional theory argues that society sways firm behavior (DiMaggio & Powell,
1983; Meyer & Rowan, 1977). According to Frynas and Yamahaki (2016), a com-
pany’s institutional environment encompasses the social environment, the array of its
activities, and its network of social relationships. Furthermore, the institutional theory
asserts that a company’s survival is contingent on its legitimacy derived from societal
norms. Here, legitimacy is supported by resource dependence and the stakeholder
theories that highlight the importance of resources (Milne & Patten, 2002; Sonpar
et al., 2010). In this frame, cultural diversity plays a resource provisioning role and
encourages companies to fulfill their social and governance obligations in ensuring
their long-term commitment to internal and external stakeholders.

Pfeffer and Salancik (1978) emphasize four benefits of boards to an organization:
(i) advising and counseling; (ii) legitimacy and good reputation; (iii) communication
channels between stakeholders and firm; and (iv) privileged access to or support from
third parties. From this perspective, more diversified boards may positively affect cor-
porate performance by contributing to decision-making (Buckley et al., 1978;
Campbell & M�ınguez-Vera, 2008; Carter et al., 2003; Churchill, 2019; Fidanoski et al.,
2014; Low et al., 2015). Board members also use their social skills to interact directly
with external sources. This may also lead to a competitive advantage in achieving
prosperity and thus, increasing strategic flexibility (Adusei, 2019; Aggarwal et al.,
2019; Harjoto et al., 2018; Wright, 1995; Ye et al., 2019).

Some studies have drawn attention to the potential nexus between board diversity
and non-financial performance by concentrating on the cultivation of attitudes and
beliefs and their positive effects on corporate governance and social performance (Al-
Musali & Ku Ismail, 2015; Anderson et al., 2011; Ferreira, 2010; Ferreira & Adams,
2007; Frijns et al., 2016; Kim et al., 2013; Nederveen et al., 2013; Tarus & Aime,
2014). Zhang (2012) highlights the point that board gender diversity is partially
linked to social performance. In a recent study, Kagzi and Guha (2018b) indicate that
the board demographic diversity index positively influences corporate performance.
Cook and Glass (2015) argue that firms with more board diversity are more likely to
implement non-discriminatory policies, leading to a more satisfied workforce.

From the standpoint of emerging markets, by examining a sample of Palestine
companies from 2013 to 2018, Zaid et al. (2020) noted that gender diversity and
nationality had a positive but insignificant effect on corporate sustainability practices.
Likewise, Naciti (2019) assessed the effects of board diversity on social and environ-
mental performance for 362 companies in 46 different countries by relying on the
agency theory and stakeholder theory and found that both dimensions of sustainabil-
ity performance are positively influenced by nationality and gender diversity. Khan
et al. (2019) revealed similar results for a sample of 86 Pakistani companies over the
period of 2010–2017, concluding that nationality and gender diversity on board
improves the quality of the CSR disclosure.

Hence, companies are expected to be more concerned with shaping the cognitive
thinking of boards by diversifying them, thereby enhancing governance quality and
promoting beneficial social practices.
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2.2.1. Linking board cultural diversity with corporate governance and social
performance
In contemporary management, cultural diversity is a key element of a supportive
business environment for multinational enterprises. It reflects the presence of direc-
tors from different cultures on the board. As a form of comparatively unobservable
social diversity, it can be a fundamental source of exclusive business practices blended
with cultural differences. It may also facilitate effective policies. According to Dodd
et al. (2019), cultural diversity promotes individual achievement through the imple-
mentation of effective business practices. Ferrero-Ferrero et al. (2015) claimed that a
higher proportion of board members from different nationalities bring different per-
spectives and ideas due to their international experience, knowledge, diverse culture,
professional background, language, religion, and life experiences. A similar approach
is proposed by Lau et al. (2016) on the relationship between nationality diversity and
CSR for a sample of Chinese companies. Hence, culturally diverse board members
and managers execute business strategies effectively with a clearer understanding of
stakeholders’ expectations by reflecting different values and beliefs in the decision-
making process and have a positive impact on engaging corporate sustainability activ-
ities (El-Bassiouny & El-Bassiouny, 2019; Maznevski, 1994; Nederveen et al., 2013;
Schneider & De Meyer, 1991).

Board cultural diversity is also essential for creative teamwork. McLeod et al.
(1996) argue that groups, including members with different cultural fractions, pro-
duce more creative and feasible ideas than stereotypical groups with similar back-
grounds. Butler (2012) states that culturally diverse boards process information from
different perspectives and encourage more inspiring group discussions. Similarly, in a
recent study held on the US firms, Harjoto et al. (2019) document that improving
board nationality diversity may enrich CSR. Thus, from the perspectives of stake-
holder and resource dependency theories, board cultural diversity may lead to more
rational thinking and stimulate to take high-quality decisions (Zaid et al., 2020).

Cultural diversity is also associated with institutional theory (Garc�ıa, 1994; Kottak,
2015; Parekh, 2001) and the resource-based view (Barney, 1991; Galbreath, 2005).
Culturally diverse boards generate more ideas and experiences using their members’
different resources (Shukeri et al., 2012). Thus, they guide the way employees behave
in their responses to events in the surrounding environment and play an essential
role in getting the required resources from external parties, i.e., suppliers, customers,
and communities (Frijns et al., 2016). Hence, they offer heterogeneous human and
social capital in the form of expertise, reputation, and experience (Hillman & Dalziel,
2003). Cai et al. (2016) noted that country-level factors of the institutional framework
and national culture rather than firm characteristics explain the variation in corporate
social performance across firms. Similarly, Kang et al. (2019) claimed that culturally
diverse boards lead to different outcomes regarding a firm’s CSR involvement.

However, cultural diversity is a ‘double-edged sword’ (Milliken & Martins, 1996).
Cognitive dissonance can arise between board members because they have different
cultural characteristics, creating conflict, confusion, and a lack of understanding. It
may then damage corporate performance (Anderson et al., 2011; Doney et al., 1998).
Bjørnskov (2008) claims that cultural diversity can also lead to a lower level of
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intragroup trust due to differences in norms and values. Despite these conflicting
views, we adopt a positive stance toward the impact of board cultural diversity on
corporate governance and social performance and propose the following two-
part hypothesis:

H1a: There is a positive association between board cultural diversity and corporate
governance performance.

H1b: There is a positive association between board cultural diversity and social
performance.

2.2.2. Linking board gender diversity with corporate governance and social
performance
Gender diversity has become the most frequently used dimension of corporate gov-
ernance in many countries because of the increasing global awareness of gender issues
in terms of gender equality and diversity. Companies have recently made rapid pro-
gress in accomplishing higher gender presence on boards (Yarram & Adapa, 2021).
Ashforth and Mael (1989) demonstrate that gender-diverse boards facilitate social
activities and pay closer attention than male-dominated ones to healthy working envi-
ronments. Similarly, Siciliano (1996) and Bear et al. (2010) argued that a firm’s social
performance is positively affected by gender diversity. This may be because women
have distinct characteristics, i.e., they are cooperative, polite, and empathetic. Thus, in
the framework of stakeholder theory, a greater female presence on a board facilitates
discussions of a wider range of perspectives in meetings and leads to improved board
performance. It also enhances monitoring and mitigates agency conflicts due to their
socio-psychological and cognitive features (Adams & Ferreira, 2009).

Some scholars have postulated that the wider the gender diversity on board, the
better the corporate performance (Adams & Ferreira, 2009; Hassan et al., 2016;
Nguyen et al., 2015; Ruigrok et al., 2007). Arayssi et al. (2016) suggest that female
presence on board improves corporate performance and encourages investment in
social engagement. Similarly, female directors also facilitate tasks that are qualitative
in nature. In line with this, Ibrahim and Angelidis (2011) find that female directors
are more oriented toward CSR matters. They offer more contribution to decision-
making on CSR issues (Burgess & Tharenou, 2002).

Kyaw et al. (2017) observed the impact of board gender diversity on corporate
social performance among 589 firms in Europe from 2002 to 2013. They concluded
that gender diversity had a positive influence on environmental and social perform-
ance. Yarram and Adapa (2021) investigated the link between gender diversity and
CSR from the ethical and social dimensions for a sample of companies listed on the
Australian Stock Exchange 300 Index by employing systems GMM. They indicated
that companies with enhanced gender balance engage in more positive CSR activities
and reduce controversial activities that hinder CSR. Lin et al. (2018) investigated the
association between gender diversity and charitable donations among 370 electronics
companies in Taiwan between 2011 and 2013. They discovered that gender diversity
was positively related to donations and corporate reputation. Velte (2016) studied
women’s participation in management by using 1019 observations for the years 2010-
2014 and concluded that female presence on board had a positive impact on
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sustainability performance. Hence, gender diversity plays an influential role in induc-
ing managers to adhere to social and corporate governance norms. Thus, we propose
the following two-part hypothesis:

H2a. There is a positive association between board gender diversity and corporate
governance performance.

H2b. There is a positive association between board gender diversity and social
performance.

Figure 1 outlines the conceptual framework and displays the hypothesized links.

3. Data and methodology

3.1. Sample selection

Our sample comprised non-financial companies listed in 24 emerging countries. We
selected the countries according to the classification of the International Monetary
Fund (www.imf.org). The sample covers panel data for a ten-year period
(2010–2019). This was a decade characterized by stable economic conditions in the
wake of the 2008–2009 global financial crisis. We obtained the data from Thomson
Reuters DataStream. Thomson Reuters provides environmental, social, and govern-
ance (ESG) scores for three main categories and multiple associated sub-categories:
environment (resource use, emission, and innovation), social (community, human
rights, product responsibility, and workforce), and governance (management, share-
holders, and corporate social responsibility strategy). We conducted an unbalanced
panel data analysis. The sample covers 3281 observations from 373 companies.

3.2. Measurement of variables

We provide the measurements of the variables in the following subsections.

Figure 1. Research framework.
Source: Authors.
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3.2.1. Dependent variables
We used two dependent variables, namely corporate governance and social perform-
ance. Corporate governance performance was measured by the governance pillar score
(GPS), while social performance was measured by the social pillar score (SPS). Both
GPS and SPS evaluate a company’s relative corporate governance and social perform-
ance, commitment, and effectiveness (Thomson Reuters, 2019).

According to Thomson Reuters’ definition (2019), GPS is an important measure-
ment that shows the quality of a company’s systems and processes. It also reflects a
firm’s capability, through best management practices, to control its rights and respon-
sibilities by creating incentives to create enduring shareholder value.

The social pillar score measures a firm’s capability to maintain a supportive business
culture based on trust and loyalty and best management practices for its workforce,
customers, and society. It also highlights the importance of reputation and operational
capacity in sustaining a firm’s ability to generate long-term shareholder value.

3.2.2. Independent variables
The independent variables are the board cultural diversity and board gender diversity.
Board cultural diversity (BCD) is measured by the proportion of board members hav-
ing a culturally diverse background from the location of the corporate headquarters.
Board gender diversity (BGD) is measured by the ratio of females on the board.

3.2.3. Control variables
Consistent with previous studies, we used two sets of control variables, including
board-specific (Aksoy et al., 2020; Ciftci et al., 2019; Disli et al., 2022; Kouaib et al.,
2020; Naciti, 2019; Pathan & Faff, 2013) and firm-specific controls (Aksoy et al.,
2020; Artiach et al., 2010; Ciftci et al., 2019; Disli et al., 2022; Gani & Jermias, 2006).
The former included board size, independent board membership, and
CEO� chairman separation, while the latter consisted of firm profitability, firm size,
leverage, and broad country of origin. Board size, independent board membership,
and firm size were normalized/scaled using natural logarithms suggested by Harjoto
and Rossi (2019), so they could be compared.

Board-specific controls. Board size (BS) was measured by the total number of board
members at the end of the fiscal year. Independent board membership (IBM) was
computed by the ratio of independent board members. CEO-chairman separation
(CCS) was measured using a binary variable, where ‘1’ denoted whether the CEO also
serves as a chairperson and ‘0’ otherwise.

Firm-specific controls. Firm profitability (ROA) was measured using the return on
assets, i.e., net profits to total assets.

Firm size (SIZE) was computed as the natural logarithm of the total assets of
the company.

Leverage (LEV) was computed by total liabilities divided by total assets.
Broad country of origin (ClusterID) is a categorical variable showing the country

cluster groups for our sample companies based on their cultural similarities. Relying
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on the country clusters of the ‘Global Leadership and Organizational Behavior
Effectiveness’ (GLOBE) project (House et al., 2004), we classified the companies in
our sample into six clusters: Anglo, Latin America, Eastern Europe, Middle East,
Confucian Asia, and Southern Asia. In recent years, the GLOBE project has provided
new opportunities for studying the influence of culture on firms’ performance
(Neculaesei et al., 2019, p. 44). Table 1 displays the country of origin of the sample
companies along with their corresponding broad country of origin based on the
GLOBE country clusters. Table 2 presents the definitions and measurements of all the
variables used in this study.

3.3. Data analysis and research models

To assess the effect of board cultural diversity and gender diversity on GPS and SPS,
we conducted a panel regression analysis using Stata 15. We estimated the following
models by using panel data techniques.

GPSit ¼ aþ b1itBCD1it þ b2itBGD2it þ b3itBS3it þ b4itIBM4it þ b5itCCS5it þ b6itROA6it

þ b7itSIZE7it þ b8itLEV8it þ eit

(1)

SPSit ¼ aþ b1itBCD1it þ b2itBGD2it þ b3itBS3it þ b4itIBM4it þ b5itCCS5it þ b6itROA6it

þ b7itSIZE7it þ b8itLEV8it þ eit

(2)

Table 1. The sample.
Countries Number of companies Country clusters

Argentina 1 Latin America
Brazil 27 Latin America
Chile 16 Latin America
Colombia 5 Latin America
Czech Republic 2 Eastern Europe
Egypt 2 Middle East
Greece 2 Eastern Europe
Hungary 2 Eastern Europe
India 49 Southern Asia
Indonesia 24 Southern Asia
South Korea 41 Confucian Asia
Malaysia 23 Southern Asia
Mexico 20 Latin America
Peru 1 Latin America
Philippines 13 Southern Asia
Poland 3 Eastern Europe
Qatar 3 Middle East
Russia 13 Eastern Europe
Saudi Arabia 4 Middle East
South Africa 30 Anglo
Taiwan 64 Confucian Asia
Thailand 17 Southern Asia
Turkey 10 Middle East
United Arab Emirates 1 Middle East
Total 373

Source: Thomson Reuters (2019).
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Table 2. Definitions and measurement of the variables.
Variable Variable names Definition Measurement Data source

Dependent variables
Corporate
governance
performance

GPS It measures the quality of
a firm’s systems and
processes designed by
the board. It also
reflects a firm’s
capability through best
management practices.

Thomson Reuters’
business
classification

Thomson Reuters

Social performance SPS It measures a firm’s
capability to maintain a
supportive business
culture with trust and
loyalty for its workforce,
customers, and society,
based on the best
management practices.
It also shows the firm’s
reputation and the
health of operational
capacity generating
long-term
shareholder value.

Thomson Reuters’
business
classification

Thomson Reuters

Independent variables
Board
cultural diversity

BCD A ratio of board members
having a culturally
diverse background
from the location of the
corporate headquarters.

Percentage of board
members having
a culturally
diverse
background from
the location of
the corporate
headquarters

Thomson Reuters

Board
gender diversity

BGD Number of female
board members

Percentage of
female
board members

Thomson Reuters

Board-
specific controls

Board size BS The total number of board
members at the end of
the fiscal year

The natural
logarithms of the
total
board members

Thomson Reuters

Independent
board
membership

IBM Percentage of independent
board members as
reported by
the company

The natural
logarithms of the
percentage of
independent
board member

Thomson Reuters

CEO-
chairman
separation

CCS CEO simultaneously
chairing the board
or not

It is a dummy
variable. It takes
value ‘1’ if CEO is
also the
chairman,
‘0’ otherwise.

Thomson Reuters

Firm-specific controls
Firm profitability ROA Return on asset Net income to

total assets
Thomson Reuters

Firm size SIZE Total assets Total assets Thomson Reuters
Leverage LEV Total liabilities to

total assets
Total liabilities to

total assets
Thomson Reuters

Broad country
of origin

ClusterID A categorical variable that
shows the country
cluster groups for firms
according to the GLOBE
classification.

1. Anglo
2. Confucian Asia
3. Eastern Europe
4. Latin America
5. Middle East
6. Southern Asia

Globe Database

Source: Authors.
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where GPS and SPS measure corporate governance and social performance, respect-
ively; subscript i denotes ith firm (i¼ 1… 373), and subscript t denotes tth year. To
test the year effect, we inserted the level 1 variable year into the analysis. We also
added the level 3 variable ClusterID to test the broad country of origin effect.

4. Empirical results

4.1. Descriptive analysis

Table 3 shows the summary of descriptive statistics and correlation matrix. None of
the pairwise correlations have coefficients above 0.48, suggesting no severe multicolli-
nearity problems for our regression models. It should be noted that while some
researchers use correlation coefficient cutoffs of 0.5 and above (Donath et al., 2012),
the most typical cutoff is 0.80 (Berry & Feldman, 1985) for multicollinearity diagnos-
tic. The variance inflation factor (VIF) test was also carried out to confirm the non-
existence of multicollinearity. Table 4 displays the VIF scores. The VIF scores were
far less than the threshold value of 10, indicating that multicollinearity was not a
severe issue.

Normality tests were also conducted using the Skewness/Kurtosis test. The test
results, presented in Appendix 2, reveal the non-normality of the variables (p< 0.05).
However, it should be noted that our data set is relatively large, including more than
3,000 observations. Thus, non-normality does not pose a severe threat (McClave, 2008).

4.2. Estimation results

Prior to testing our hypotheses via panel data analysis, we first conducted the fixed
effects model and F-test to check if there were any firm-specific characteristics. We
rejected the null hypothesis and determined that the fixed effect model was better
than the other models. Then, we ran the Hausman test and concluded that the fixed
effects model was superior to the random effects model. Thus, there was evidence of
significant differences across the sample companies.

We then tested whether the assumptions of the regression model were violated.
The modified Wald test was used for heteroscedasticity, while Durbin-Watson (DW)
and the Baltagi-Wu (LBI) tests were applied for autocorrelation. Pesaran’s (2004)
cross-sectional dependence test was also used. The results indicated that the panel
exhibited cross-sectional dependence and heteroscedasticity. Therefore, we also esti-
mated a model with Driscoll-Kraay standard errors (Driscoll & Kraay, 1998).

Table 5 presents the results of the panel data regression model with fixed effects
(standard and Driscoll-Kraay methods) and mixed effects (REML model). The sign
on the coefficient of BCD was positive and significant (p< 0.05) for GPS but not sig-
nificant on SPS, which provided support for H1a, confirming that board cultural
diversity was positively related to corporate governance performance. A culturally
diverse board may help a company better understand other groups’ sentiments, as
suggested by Raineri (2018). However, no support was found for H1b, as there was
no significant relationship between BCD and SPS (p> 0.05) within the context of
emerging markets. In this regard, board cultural diversity does not have enough

12 M. K. YILMAZ ET AL.
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power in improving social performance. The finding (which is in line with Kotmom
et al. [2019]) may be explained partly by the fact that multiculturalism is still at a
nascent stage in emerging markets; this, in turn, is due to the relatively slow pace of
globalization and the low scale of immigration compared with developed countries.
Thus, it will take time for board members from different cultures to work effectively
in these markets.

The sign on the coefficient of BGD was positive on both GPS and SPS but signifi-
cant only on GPS (p< 0.01), considering both fixed and mixed effects. This finding
provides support for H2a. In other words, the greater the board gender diversity, the
better the corporate governance. These results support resource dependence theory
and align with previous studies (Arayssi et al., 2016; Bruna et al., 2020; Hafsi &
Turgut, 2013; Low et al., 2015; Wasiuzzaman & Wan Mohammad, 2020; Yarram &
Adapa, 2021; Yasser et al., 2017). They corroborate the view that female board mem-
bers tend to introduce novel perspectives on how corporate governance quality can
be improved. No support was found for H2b, as the BGD has a positive but insignifi-
cant effect on SPS. This finding is not particularly surprising. Female presence on
board is a relatively recent phenomenon in many emerging markets. Thus, female
board membership may not send a strong signal to stakeholders that the firm pays
attention to social activities (Carpes Dani et al., 2019).

Of the board-specific control variables, we found a positive effect of IBM on both
GPS and SPS but significant only on GPS (p< 0.01), considering both fixed and
mixed effects. There is obviously an increasing tendency among companies in emerg-
ing markets to appoint independent board members who may contribute to the deci-
sion-making process, particularly on sustainability-related matters. The positive
influence of IBM on corporate governance and social performance was consistent
with prior studies (Arayssi et al., 2020; Beji et al., 2021; Husted & de Sousa-Filho,
2017; Ortas et al., 2017). Contrary to the widely held assumption, we found negative
and significant (p< 0.05) effects of BS on GPS, which is in line with previous studies
(de Andres et al., 2005; Ghosh, 2006; Mak & Yuanto, 2001).

Of the firm-specific control variables, ROA, SIZE, and LEV were found to be sig-
nificant (p< 0.05). ROA was negatively, and SIZE was positively associated with GPS
and SPS. The finding that LEV was positively associated with GPS, though negatively
related to SPS, was interesting. These results imply that high-performing companies
prefer to focus on improving financial performance at the expense of social perform-
ance (Beji et al., 2021; Siregar & Bachtiar, 2010). Also, large companies have better

Table 4. Variance inflation factors (VIF).
Variables VIF 1/VIF

SIZE 1.29 0.78
ROA 1.26 0.80
LEV 1.22 0.82
BS 1.13 0.89
BGD 1.11 0.90
IBM 1.07 0.93
BCD 1.03 0.97
CCS 1.02 0.98
Mean VIF 1.14

Source: Authors.
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corporate governance and social performance since they are more visible and more
exposed to pressure from other social groups.

Finally, we also attempted to explore the broad country of origin and the year effects
by running hierarchical linear modeling (HLM). Since the number of country clusters
was relatively small, we used the restricted maximum likelihood (REML) approach con-
sistent with the earlier studies (e.g., Hair & F�avero, 2019; Hayes, 2006; McNeish &
Stapleton, 2016). The model’s highest level included a broad country of origin, which
consisted of a total of six country clusters. Hence, a three levels model was adequate.
This included country clusters at level 3, companies at level 2, and years at level 1. The
results of the multivariate HLM analyses are provided in Table 5.

Table 5 shows the intraclass correlation (ICC) values. These denote the extent of
variation unexplained by any predictors in the model that can be attributed to the
grouping variable compared with the overall unexplained variance (within and between
variance). The correlation between GPSs was equal to 3.58 percent (rhocluster) for the
same cluster. In comparison, the correlation between GPSs was equal to 87.34 percent
(rhofirmjcluster) for the same firm of a particular cluster. The correlation between SPSs
was equal to 14.55 percent (rhocluster) for the same cluster, while the correlation
between SPSs was equal to 93.65 percent (rhofirmjcluster) for the same firm of a particu-
lar cluster. These correlation values, in general, tended to indicate that GPS was associ-
ated more with the broad country of origin than was SPS. In addition, the results of
the mixed model in Table 6 tend to confirm the results of the fixed-effect models.

4.3. Addressing the endogeneity problem

The static fixed effect model may not have been strong enough in the presence of a
dynamic relationship between BCD or BGD and GPS or SPS. Therefore, we re-examine

Table 6. Tests of strict exogeneity.

Variables
Variable
name

Model 1 (Corporate
governance performance)

Model 2 (Social
performance)

Board cultural diversity BCD 0.054� (0.028) �0.013 (0.030)
Board gender diversity BGD 0.319�� (0.054) 0.182�� (0.058)
Board size BS �4.836�� (1.695) �0.030 (1.820)
Independent board membership IBM 6.585�� (1.027) 3.750�� (1.102)
CEO-chairman separation CCS
Firm profitability ROA �5.535 (5.753) �29.430�� (6.175)
Firm size SIZE 1.267 (1.423) 7.953�� (1.528)
Leverage LEV 10.122� (4.881) �10.938� (5.240)
Board cultural diversity BCDtþ1 �0.027 (0.029) �0.037 (0.031)
Board gender diversity BGDtþ1 0.005 (0.052) 0.281�� (0.055)
Board size BStþ1 0.907 (1.704) �1.238 (1.829)
Independent board membership IBMtþ1 2.749�� (1.056) 3.433�� (1.133)
CEO-chairman separation CCStþ1

Firm profitability ROAtþ1 �14.622� (6.062) �15.178� (6.507)
Firm size SIZEtþ1 0.199 (1.445) 5.769�� (1.551)
Leverage LEVtþ1 �0.393 (4.805) �0.216 (5.158)
Constant �11.838 (22.825) �280.616�� (24.501)
F-test 22.67 25.30
R-squared 0.062 0.065

Note: This table presents a fixed-effects estimation of the relationship between future corporate governance structure and
the current GPS and SPS. All variables (BCD, BGD, BS, IBM, CCS, ROA, SIZE, and LEV) are one year ahead (future values).
Standard errors in parentheses.�p< 0.05, ��p< 0.01.
Source: Authors.
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the relationships between board attributes and GPS and SPS using the GMM estimator.
Following Wintoki et al. (2012), two diagnostic tests were employed before using
GMM estimation.

First, a test of strict exogeneity suggested by Wooldridge (2010) was applied to
identify the exogeneity among the variables, which is given in the following equation:

Yit ¼ aþ bXit þ cZitþ1 þ Xitþ1 þ uit þ eit (3)

Where ‘Zitþ1’ represents the future values (the values of the next year) of the inde-
pendent variables (BCD, BGD) and ‘Xitþ1’ are the subset of future values of control
variables (BS, IBM, ROA, SIZE, and LEV).

Table 6 shows the Wooldridge strict exogeneity test results. The coefficient estimates
for the future values of IBMtþ1 and ROAtþ1 is significantly different from zero for GPS.
The coefficient estimates for the future values of BGDtþ1, IBMtþ1, ROAtþ1, and SIZEtþ1

is also significantly different from zero for SPS. This suggests that neither of these varia-
bles is strictly exogenous. An F-test of the joint influence of the coefficient estimates of
all the future values is also significant. The Wooldridge strict exogeneity test results
show high endogeneity in the models by denying Wooldridge’s null hypothesis.

Second, static and dynamic OLS models are given in Equations (4) and (5),
respectively.

Yit ¼ aþ bXit þ Xit þ uit þ eit (4)

Yit ¼ aþ Yit�1 þ bXit þ Xit þ uit þ eit (5)

Where ‘i’ indicates the company under observation and ‘t’ denotes time, ‘Xit’
shows the independent variables (BCD and BGD), Xit is a vector of control variables
(BS, IBM, CCS, ROA, SIZE, and LEV), uit’ indicates the time-invariant unobserved
effect of an individual firm and ‘eit’ shows random error term.

The dynamic model in Equation (5) is formulated by including the lagged depend-
ent variable (GPSit-1, SPSit-1) as an independent variable to Equation (4) to identify if
the lagged dependent variable also acts as a regressor.

When the dynamic OLS model is employed, the adjusted R2 increases significantly
(see Table 7), reflecting the existence of reverse causality in the model (Wintoki et al.,
2012). Moreover, Table 7 indicates that the estimated coefficient (0.847) of lagged
GPS is statistically significant (p< 0.01), specifying that past GPS significantly
explains variations in current GPS. Similarly, the estimated coefficient (0.928) of
lagged SPS is statistically significant (p< 0.01), indicating that past SPS may explain
variations in current SPS. These results tend to confirm the existence of dynamic
relationships between the independent (BCD and BGD) and dependent variables
(GPS and SPS).

Thus, regression results for dynamic models may be subject to endogeneity biases,
and a simple fixed effect model may not be suitable for this kind of relationship,
leading to biased results (Nguyen et al., 2014). After attesting the endogeneity and the
dynamic nature of the relationships among the variables, the following GMM
Equations (6 and 7) are employed.
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GPSit ¼ aþ b1itGPS1it�1 þ b2itBCD2it þ b3itBGD3it þ b4itBS4it þ b5itIBM5it þ b6itCCS6it

þ b7itROA7it þ b8itSIZE8it þ b9itLEV9it þ uit þ eit

(6)

SPSit ¼ aþ b1itSPS1it�1 þ b2itBCD2it þ b3itBGD3it þ b4itBS4it þ b5itIBM5it þ b6itCCS6it

þ b7itROA7it þ b8itSIZE8it þ b9itLEV9it þ uit þ eit

(7)

Where ‘u’ denotes un-observed firm-specific effects and ‘e’ represents the error
term in the dynamic model.

Blundell and Bond (1998) two-step system (generalized method of moment
[GMM]) is adopted as the most suitable method for coping with the endogeneity
problems which may have been caused by the dynamic nature of our model (see
Antoniou et al., 2008; Nadeem et al., 2017; Nguyen et al., 2014). Moreover, the GMM
system is particularly developed to handle panel data, including large numbers of
companies and shorter time periods (as was the case herein; Nadeem et al., 2017:
880). We applied the two-step GMM system with Windmeijer’s (2005) correction. In
line with Wintoki et al. (2012), year dummies and cluster dummies were assumed to
be exogenous. The other independent and control variables were treated
as endogenous.

We then conducted several tests for GMM instrument validation. These tests
involved (i) the Arellano-Bond test for autocorrelation and (ii) the Hansen test of
over identifying restrictions. Table 7 displays the results of the GMM model (Hansen
et al., 1982). The GMM specifications were well specified and based on the Hansen
test of overidentifying restrictions (p> 0.1) and the Arellano-Bond test (Arellano-
Bond AR(1) p< 0.01, Arellano-Bond AR(2) p> 0.1) of autocorrelation.

As shown in Table 7, the one- and two-year lagged GPS, and one-year lagged SPS
coefficients were found to be positive and significant (p< 0.01). This implies that the
preceding GPS and SPS values had significant effects on current GPS and SPS values.
The signs on the coefficients of BCD, BGD, and IBM were positive and significant
(p< 0.05) in Model 1 but not significant in Model 2.

The GMM coefficient estimates of BCD and BGD for GPS fully corroborate the
estimates of both fixed and mixed effects in Table 6. On the other hand, the GMM
results fail to confirm the existence of the significant relationships between the firm-
specific controls of ROA, SIZE, LEV, and the dependent variables of GPS and SPS.
This finding is not particularly surprising, as the dynamic endogeneity and/or simul-
taneity can produce a bias in the parameter estimates of fixed-effects panel models
(Garcia-Castro et al., 2010; Li et al., 2021; Schultz et al., 2010; Surroca et al., 2010;
Wagner & Blom, 2011). The presence of a dynamic relationship may also cause any
fixed effects estimator to overestimate the key coefficient (Li et al., 2021). Hence, we
suggest that the relationship between BGD and SPS or the relationship between GPS
or SPS and control variables (ROA, SIZE, and LEV) may simply be spurious.

Table 8 presents the summary of the hypotheses, along with the level of support
for each.
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5. Discussions and implications

Companies often attempt to integrate global governance and social standards into
their operations and decision-making processes to foster sustainable practices and
improve corporate performance. In this respect, policy makers, managers, and invest-
ors increasingly demand accurate evaluations for sustainability pillars scores.

The present study offers several insights at the emerging country level by focusing
on companies’ corporate governance and social engagement and showing how they
were impacted by board diversity. We particularly focused on the effects of cultural
and gender diversity on corporate governance and social performance among 373
companies across 24 countries during the period 2010-2019. The results indicated
that board gender and cultural diversity were positively and significantly associated
with corporate governance performance. In contrast, no significant relationship was
identified with respect to the effect on social performance in emerging markets.
Female presence on board improves corporate governance performance. Female
directors bring different leadership skills to the table, and they are more flexible in
their views. This facilitates more open discussion, reduces groupthink, and improves
relations between board members and employees. The workforce is then more pro-
ductive, and the company’s reputation is enhanced. Women directors also mitigate
agency problems and boost the board’s monitoring abilities; thus, the firm’s sustain-
able growth is also enhanced, supporting agency theory and resource dependence the-
ory. Hence, companies should consider increasing gender diversity voluntarily rather
than waiting for a mandate from regulators. These results corroborate the findings of

Table 8. Summary of the hypotheses.
Hypothesis Variable name Expected sign Actual sign Level of support

Corporate governance performance
H1a: There is a positive association between board

cultural diversity and corporate governance
performance.

BCD (þ) (þ)� Supported

H2a: There is a positive association between board
gender diversity and corporate governance
performance.

BGD (þ) (þ)� Supported

Board size BS (þ) (þ)
Independent board membership IBM (þ) (þ)�
CEO-chairman separation CCS (-) (-)�
Firm profitability ROA (þ/-) (-)
Firm size SIZE (þ) (þ)
Leverage LEV (þ) (-)
Social performance
H1b: There is a positive association between board

cultural diversity and social performance.
BCD (þ) (þ) Not supported

H2b: There is a positive association between board
gender diversity and social performance.

BGD (þ) (þ) Not supported

Board-specific controls
Board size BS (þ) (þ)�
Independent board membership IBM (þ) (-)
CEO-chairman separation CCS (-) (-)
Firm-specific controls
Firm profitability ROA (þ/-) (þ)
Firm size SIZE (þ) (þ)
Leverage LEV (þ) (-)

Note: �p< 0.05.
Source: Authors.
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the previous studies (Disli et al., 2022; Lenard et al., 2014; Wahid, 2019), confirming
that female directors promote high-quality governance practice.

Similarly, board cultural diversity is equally important. It allows different voices to
be heard and contrasting insights to be integrated, and corporate governance becomes
less subject to tokenism. Thus, board cultural diversity boosts a company’s ability to
satisfy the needs of broader groups of stakeholders and improve its competitiveness,
holding up the stakeholder and resource dependence theory. However, the positive
effect of cultural diversity on corporate governance is not straightforward. The rele-
vance of cultural-diverse directors’ knowledge and experience to the firms’ needs is
the key to making cultural diversity an asset for companies. Further, using the poten-
tial of cultural diversity may require dealing with its disruptive consequences and
incorporating initiatives that improve communication and promote group integration
on boards. This finding is in line with the previous studies on the relationship
between culture and corporate sustainability performance (Jian et al., 2017; Ringov &
Zollo, 2007). Companies operating in emerging countries should wisely design cul-
tural diversity on board to enhance governance performance.

To sum up, the enhanced gender and cultural diversity lead to improved behav-
ioral incorporation of the various interests on board. Thus, a critical mass of female
directors and culturally diversified board members is recommended for companies in
emerging markets to positively influence corporate governance performance.
Although firms in developed countries show, on average, a better governance per-
formance than firms located in emerging countries (Martinez et al., 2022), given the
differences in economic development, cultural background, legal and institutional
environment, it is important to note that conclusions drawn from experience in
developed countries will carry over to emerging markets in the long run.

5.1. Implications of the study

The present study offers a greater understanding of the management of companies in
emerging markets related to the functioning of boards and the resource view perspec-
tive in optimizing corporate governance and social performance. The results show the
presence of sustainable behavior in corporate governance but not in social perform-
ance in most of the emerging countries. Though the companies in different country
clusters may have been dissimilar in terms of governance and social practices, they
invariably carried out policies to create a healthy corporate governance environment
to meet their goals. However, companies should further concentrate on the role of
cultural diversity in corporate governance and social performance since improve-
ments, particularly in board cultural diversity, may have greater positive influence on
sustainability performance.

The study also suggests that improved corporate performance in emerging markets
is closely correlated to the presence of females and members from different cultural
backgrounds on company boards. Thus, owners, managers, and boards of directors
can use this information in practice to enhance their companies’ reputation and com-
petitiveness by improving the gender balance and cultural diversity on board.
Furthermore, companies should accommodate independent board members as part of
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the governance framework. Such actions will help to improve corporate governance
and social performance, leading to high levels of sustainability and better financial
performance. Board members are responsible for the smooth running of companies
and are usually held accountable for corporate performance, so their composition is a
matter of paramount importance.

Finally, regulatory authorities and policymakers in emerging markets may use the
findings of this study to revise their policies in improving diversity and equality on
board. They should introduce more female members and encourage parties from
around the world to join the boards.

5.2. Limitations and future research

We recognize that the present study has some limitations. We did not account for
every aspect of diversity (e.g., education, age, and international affiliation). Future
researchers could introduce additional variables to address this shortcoming. We also
employed only two out of the thirteen Thomson Reuter’s ESG scores to run our ana-
lysis. The remaining scores could also be incorporated to show their interaction with
cultural and gender diversity. Although we obtained some partial evidence regarding
the effect of a broad country of origin on corporate governance performance, a new
research framework with new data is definitely required to investigate the distinctions
between emerging and developed countries by incorporating some country-level char-
acteristics, including legal differences.
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Appendix 1. Summary of selected studies linking board diversity with
firm-level outcomes

Author(s)
Board

diversity dimension
Theoretical

perspective(s) Sample/Method Outcome

Disli et al. (2022) Gender diversity Institutional theory,
resource
dependency
theory

439 publicly-listed
non-financial
companies across
20 emerging
countries for the
period of
2010-2019.

Board gender
diversity has a
positive effect on
sustainability
performance
across a broad
spectrum of
sustainability
indicators.

Griffin et al. (2021) Gender diversity Agency theory,
institutional
theory, and
stakeholder
theory

12,000 firms from 45
countries over
2001-2014; a
hierarchical linear
model with
HLM approach.

Firms with gender-
diverse boards
have a higher
innovative
efficiency.

Jiang et al. (2021) Demographic and
gender diversity

Agency theory Based on 6,029
unbalanced firm
observations from
non-financial
Chinese listed
firms at the
Shenzhen and
Shanghai
exchanges for the
period of 2010-
2019; a fixed-
effect panel
regression model.

Gender diversity has
a positive impact
on corporate
performance.

Jouber (2021) Gender and
nationality
diversity

Stakeholder theory 2,544 non-financial
listed firms from
42 countries over
the period of
2013–2017;
panel GMM.

Board gender and
nationality
diversity have
positive effects on
CSR performance.

Kilic and
Kuzey (2016)

Gender diversity Resource
dependence
theory and
agency theory

149 Turkish listed
non-financial
firms from 2008
to 2012; 2SLS,
LIML, GMM.

Gender diversity is
positively related
to firms’ financial
performance.

Latif et al. (2020) Cultural and
demographic
diversity

Agency and
stakeholder
theory

100 listed firms in
Malaysia from
2013 to 2015;
hierarchical Tobit
regression with
robust
standard error.

Board religious
diversity has a
positive influence
on environmental
disclosures and
sustainability
performance.

Low et al. (2015) Gender diversity Agency theory 308 observations
from Hong Kong,
2941 from South
Korea, 1241 from
Malaysia, and
1013 from
Singapore from
2012 to 2013;
OLS regression.

Gender diversity on
board has a
positive effect on
corporate
performance.

Naciti (2019) 362 firms in 46
different

Both gender and
national board

(continued)
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Appendix 1. Continued.

Author(s)
Board

diversity dimension
Theoretical

perspective(s) Sample/Method Outcome

Gender and
nationality
diversity

Agency theory and
stakeholder
theory

countries; system
GMM two-
step estimator.

diversity and
separation of
chairman and
CEO roles indicate
higher
sustainability
performance.

Nadeem et al. (2017) Gender diversity Stakeholder theory
and resource
dependency
theory

374 Australian listed
firms over 2010-
2014;
system GMM.

Gender diversity has
a positive effect
on sustainability
performance.

Olthuis and van den
Oever (2020)

Ideological diversity Upper
echelons theory

372 Dutch
municipality
boards from 2014
to 2017; fixed
effects
OLS regression.

A high level of
ideological
diversity leads to
a lower CSR
performance.

Prudêncio
et al. (2020)

Demographic and
gender diversity

Agency and
stakeholder
theory

194 firm-year
observations in
Brazil in 2016 and
2017; panel
data analysis.

Gender diversity has
a positive effect
on CSR
performance.

Selma et al. (2022) Demographic
diversity

Agency theory,
institutional
theory, and
stakeholder
theory

8,367 firm-year
observations for
listed Chinese
firms in Shanghai
or Shenzhen
Stock Exchange
for the 2010-2014
period; panel
fixed effect.

Board demographic
diversity has a
positive effect on
corporate giving.

Terjesen et al. (2016) Gender diversity Agency theory,
resource
dependency
theory, and upper
echelons theory

3,876 public firms in
47 countries in
2010; GMM.

Firms with more
female directors
have higher
corporate
performance.

Wasiuzzaman and
Wan
Mohammad
(2020)

Gender diversity Stakeholder theory 78 listed firms in
Malaysia for the
years 2005 to
2016;
OLS regression.

Gender diversity has
a positive effect
on ESG scores.

Yarram and
Adapa (2021)

Gender diversity Token theory and
the critical
mass theory

ASX 300 Index firms
over 2011-
2016; GMM.

Gender diversity
leads to more
positive
CSR activities.

Zahid et al. (2020) Gender diversity Stakeholder theory 878 listed companies
in Malaysia from
2011 to 2013;
OLS regression.

Gender diversity is
positively
associated with
environmental,
social, and
economic
dimensions of
sustainability.

Zaid et al. (2020) Nationality and
gender diversity

Agency theory 34 listed Palestine
firms over the
2013-2018 period;
two-step
system GMM.

Nationality and
gender diversity
have positive but
insignificant
effects on
corporate
sustainability-
related actions.
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Appendix 2. Results of skewness/kurtosis tests for the normality

Obs. Pr (Skewness) Pr (Kurtosis) p-value

1. Corporate governance performance (GPS) 3281 0.75 0.00 0.00
2. Social performance (SPS) 3281 0.97 0.00 0.00
3. Board cultural diversity (BCD %) 3281 0.00 0.00 0.00
4. Board gender diversity (BGD %) 3281 0.00 0.00 0.00
5. Board size (BS) 3278 0.00 0.00 0.00
6. Independent board membership (IBM) 3081 0.00 0.00 0.00
7. CEO-chairman separation (CCS) 3281 0.00 0.00 0.00
8. Firm profitability (ROA) 3279 0.00 0.00 0.00
9. Firm size (SIZE) 3279 0.00 0.05 0.00
10. Leverage (LEV) 3279 0.00 0.00 0.00
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