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Abstract 

In this paper, I review the growing and important literature examining the relationship between 

diversity, in terms of both gender and ethnic minorities, of the composition of corporate Boards of 

Directors and firm performance measures, including financial and corporate social responsibility. 

Perhaps unsurprisingly, the findings have been contradictory, and the exact nature of the 

relationship is still unclear.  These contradictions may partly arise from a lack of clarity both 

theoretically and empirically of the term “diversity” as used by many study authors. My review 

conducts an extensive examination of the literature on the diversity-performance relationship, 

including almost 40 studies published on this topic. In addition, I outline several directions for 

future research. 
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Introduction 

The topic of diversity within a firm’s Board of Directors and the effects of diversity on several 

measures of performance, especially financial performance, has been an ongoing discussion for 

decades among scholars in this field. Many argue that the relationship between performance and 

diversity within the Board of Directors, in the form of gender and minorities, is positive. On the 

other hand, other scholars have found a negative relationship, and some have found no significant 

relationship between these two variables. These mixed results have raised a number of questions 

regarding the actual value diverse boards bring to organizations, and due to the complex nature of 

this topic, there is still a significant number of unanswered questions.  

This paper provides a detailed literature review of the research conducted on this topic. First, I 

explain how I selected the studies I included in this study. Second, I examine the definition of 

diversity to yield a better understanding of what the term means. A background and implications 

of the upper echelon theory are presented next. This is the most relevant theory explaining the 

assumptions behind the relationship between board diversity and firm performance. Thereafter, I 

present a table summarizing major studies in the area. This table describes what each article 

studied, as well as a summary of their main and more significant results. All these studies and their 

respective results were analyzed and separated into individual section by common themes for 

better organization purposes. I unearthed the following themes: development and implementation 

of diversity taxonomy, low female representation on boards, women as tokens and gender quota 

requirements, board decision-making and board composition effectiveness, the role that the CEO 

plays in boards’ dynamics and make-up, and a comparison between the findings of diversity effects 

on corporate social responsibility performance versus financial performance.  
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I conclude by summarizing the main findings of the studies to develop a better perspective of what 

is known about the impact of women and minority directors on firm performance measures. I close 

by presenting directions and suggestions for future research.         

 

Evaluation of the Concept of Board Diversity 

To conduct this study, I followed a multistep process. First, I read several articles related to the 

topic to become more familiar with the issue at hand, and learn what others have found. When 

doing this initial screening, I realized how the meaning of diversity regarding board composition 

has evolved over the years. For example, according to Dalton, Daily, Ellstrand, and Johnson 

(1998), the level of diversity in boards was determined by the percentage of outside versus inside 

directors. Based on the agency theory, they hypothesized that effective boards should be composed 

mainly of outside directors. Like this study, many others were published around the late 1990s and 

early 2000s, discussing the benefits and drawbacks of having independent and dependent directors 

as a measure of diversity in top-management. Several of these studies also included the CEO/Chair 

role duality impacts on board composition, in addition to the impacts that diverse boards have on 

their companies. The main reason for considering duality is because duality is a factor determining 

the level of diversity present within boards, which will have an effect on overall firm performance 

and effectiveness (Daily, Dalton, and Cannella, 2003; Deutsch, 2005).   

In later years, scholars in this field started to expand their conception of diversity by integrating 

women, minority ethnic groups, and expertise as dimensions of diversity. As the marketplace 

started to become more diverse and globalized, the idea of having more diverse corporate 

governance also began to rise. Articles mentioning how diverse groups can provide a broader range 
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of knowledge, information, and perspectives to enhance performance were added to the literature 

(Carter, Simkins, and Simpson, 2003; Miller and Triana, 2007).  

In 2015, a literature review was published examining the effects of female presence on Board of 

Directors on firm financial performance (Post and Byron, 2015). They reviewed and summarized 

over 140 with the intent of finding out how results compare, and the evidence showed mixed 

findings. Board gender composition was found to be positively related to accounting returns, but 

unrelated to market performance. However, the latter relationship seemed to be more positive in 

countries with greater gender parity, since this influences investors’ evaluations of the future 

earning potential of firms that have more female directors. Since there was not a clear result, the 

moderators of this relationship such as board activities, and regulatory and socio-cultural contexts 

of countries tested, were observed with more detail (Post and Byron, 2015). Since this publication, 

there has not been another similar meta-analysis done, so my original plan was to review the 

literature from the date of that article, 2015, until today, compiling and updating all the relevant 

information on this topic.  

Furthermore, I also reviewed studies examining the effects ethnic minority groups in boards on 

financial performance. I have as yet been unable to find any literature reviews focusing primarily 

on ethnic diversity, so my initial search consisted of publications from 1980, when this discussion 

started, until the most recent works done on this topic. One of the reasons why there is not a 

literature review done on this topic is because there is no clear definition of diversity. Due to this, 

I also wanted to investigate this issue by looking into the typology of diversity, and to understand 

how researchers define this word within their work affects understanding of this topic.  

Once I had a better idea of the work done in this field, and what I wanted to focus my literature 

review on, I separated my study into two parts: first, I searched for all articles related to female 
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presence in boards from 2015 to the present, using the key-words “women” and “board of 

directors.” My second search consisted of all articles related to diversity in boards and firm 

performance. For this part, I used the key-words “diversity” and “board of directors.” Surprisingly, 

many of these studies referred to diversity as the percentage difference of women and men in 

boards, also known as gender diversity. Since the information presented there is rich and relevant, 

and some included international data, I decided to consider them as part of my study as well. Once 

these searches were done, I created a database to consolidate all the information found on these 

topics. The initial database contained over 100 studies that examine several kinds of diversity in 

corporate governance. From this, I selected the articles that I considered more relevant to my areas 

of  interest, which is the influence women and minority groups in Board of Directors have on 

several performance measures, including financial, corporate social responsibility, decision-

making, and composition effectiveness.   

For purposes of this review, I included a total of 38 studies. To organize this information, I present 

the definitions of types of diversity first, along with the definition of the upper echelon theory, 

which is the main theory supporting the relationship between diversity and performance. After 

that, I separate the results and main takeaways of the chosen articles into categories according to 

their similarities in themes and common findings, and these are presented in sections throughout 

this paper. At the end, I present a conclusion and overall discussion to summarize all the 

information, and I suggest exploring areas where further research is necessary.       

 

Defining Diversity 

As mentioned before, diversity can mean different things to different people, and the variety of 

approaches scholars have taken when discussing diversity is evidence of this. Research 
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conclusions related to the relationship between diverse groups of people and organizational 

performance is ambiguous. One explanation for these mixed results is the lack of closer 

examination of the meaning of and assumptions behind diversity. To address this issue, Harrison 

and Klein (2007) proposed a more detailed and clear definition of diversity. According to these 

scholars, diversity should not be defined as one thing, but as three separate concepts instead: 

separation, variety, and disparity.  

First, when diversity is an indicative of separation in the business environment, it is referring to 

the differences of opinion or position among members within an organization. These differences 

tend to cause disagreement and opposition, especially in regards to a particular attitude or value. 

Diversity is indicative of variety when the differences among unit members are based on kind or 

category. Information, knowledge, and experience are the main categories. Lastly, diversity can 

also be defined as disparity, which refers to the differences in the collection of valued social 

resources or assets. The most common differences under this diversity category are measured by 

pay and status in an organization, and they tend to privilege a smaller group over the rest. Each 

definition has different implications when it comes to the effects on organizational outcomes, 

suggesting that they should be looked at and studied separately to find out their actual relationship 

with firm performance (Harrison and Klein, 2007).    

In their study, Harrison and Klein (2007) also mentioned that many scholars refer to diversity 

containing demographic variables such as gender, race, education, and functional background. On 

the other hand, other scholars consider diversity as related to non-demographic variables including 

values, attitudes, and network ties. This implies that the diversity literature itself is also very 

diverse, which explains the diverse results on this field (Harrison and Klein, 2007). The taxonomy 
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of diversity proposed by Harrison and Klein will serve as a basis to analyze how the scholars and 

their studies chosen for this review are defining diversity.  

 

Theories Supporting the Relationship: Upper Echelon Theory 

Most of the hypotheses proposed by scholars regarding the correlation between diversity in Board 

of Directors and firm performance come from several theoretical frameworks that are trying to 

explain the reasonings behind this relationship. The most common ones include agency theory, 

resource dependence theory, stewardship theory, behavioural theory, signaling theory, among 

others. Even though all of these theories provide a solid base for underlying assumptions of this 

topic, there is one theory that will be used as the main framework for this review due to its higher 

relevance because it considers visible characteristics, such as gender and ethnicity, as 

measurements of diversity: the upper echelon theory (UET).  

The upper echelon theory, a theory published by Donald C. Hambrick and P. Mason in 1984, has 

usually been applied when studying top management teams’ dynamics, which is why it can also 

be used to examine the effectiveness of Boards of Directors. According to this theory, directors 

tend to have different cognitive frames, and these, in turn, influence firm outcomes. Since these 

frames are hard to measure and capture, scholars using this framework choose observable 

characteristics of directors as proxies for cognitive frames, such as gender and race (Post and 

Byron, 2015).  

One of the main principles of the UET is that top executives’ prior experiences have a major 

influence on their views about major organizational issues. When looking at boards, it is believed 

that directors who confront difficult and uncertain situations will be influenced by experiences 

from their past that are somehow related to that issue. Therefore, their decisions on complex issues 
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will be based on those experiences. In addition, this theory also suggests that when a director has 

served on other diverse boards previously to their current position, they are more likely to 

encourage a high degree of board diversity (Zhu and Shen, 2016).   

Overall, the upper echelon theory focuses on explaining the characteristics of boards and their 

impact on firm performance. It supports the idea of connecting demographic and cognitive 

dimensions that measure diversity within a group of people. These visible characteristics, such as 

age, gender and ethnicity, combined with the directors’ managerial backgrounds and experiences, 

help with predicting the outcomes of organizations (Hassan, Marimuthu, and Johl, 2015). For 

purposes of this analysis, the UET will be used as a framework since it has a clear foundation for 

linking board diversity with firm outcomes, which is the goal of this review.                                                            

 

List of Articles 

The following table contains a list of all the 38 articles chosen for this literature review. The main 

findings are included.  



Article Author Journal Year Goal Findings
Women Directors on Top UK Boards Singh, Val

Vinnicombe, Susan
Johnson, Phyl

Corporate 
Governance: An 
International Review

2001 To consider the business case for increased 
numbers of female directors, and the lack of 
female representation on UK. Also, it offers a 
comparison to US data.

- In 1999, almost two-thirds of UK companies had at least one 
female director, but these numbers dropped by July 2000 from 64% 
to 58%, paralleling the levelling-off at top level reported in the US.
- UK boards have not yet reached the levels of female representation 
to be found in the US, except for executive director appointments.
- More firms having female directors are to be found amongst those 
with the highest turnover, profit and number of employees, again 
paralleling the findings from the US.

Corporate Governance, Board 
Diversity, and Firm Value

Carter, David
Simkins, Betty
Simpson, Gary

Financial Review 2003 To look at the relationship between board 
diversity and firm value for Fortune 1000 firms

- There is a significant positive relationship between the percentage 
of minorities on the board and firm value.
- Boards should be composed of qualified individuals who reflect 
diversity of experience, gender, race, and age. 
- Aspects that need to be considered when thinking about diversity 
on a board are equity and shareholder value.
- The fraction of women and minorities directors increases with the 
firm size, but decreases as the number of insiders increases.
- Firms making a commitment to increasing the number of women 
on boards also have more minorities on their boards, and vice versa.

Board of Director Diversity and Firm 
Financial Performance

Erhardt, Niclas L.
Werbel, James D.
Shrader, Charles B.

Corporate 
Governance: An 
International Review

2003 To examine the relationship between demographic 
diversity on boards of directors with firm financial 
performance

- Executive board of director diversity is positively associated with 
return on investment and return on assets, which measure financial 
performance.
- Diversity in boards appeared to have an impact on overall 
organizational performance.
- Board diversity may be important above and beyond the effects of 
workforce diversity.

Board Configuration: Building Better 
Boards

Ingley, Coral
van der Walt, Nicholas

Corporate 
Governance: The 
International Journal 
of Effective Board 
Performance

2003 To focus on board composition and the 
contribution of directors to board and governance 
effectiveness.

- Greater diversity should lead to better decision making process and 
greater openness to change.
- Companies must structure their boards to serve their needs and 
boards need to think about whether they have the right composition 
to provide the diverse perspectives that today’s businesses require.
- Outcomes of board decision processes are mediated by levels of 
diversity where perspectives diverge toward a realized or unrealized 
outcome depending on the ability of the board to accept different 
perspectives.
- A board comprising a diversity of perspectives based on 
demographic or functional background may be characterized by a 
decision process of conflict that reaches eventual agreement.
- Greater diversity in itself is insufficient to address the issues 
relating to board performance and effectiveness.

Board Dynamics and the Influence of 
Professional Background, Gender 
and Ethnic Diversity of Directors

van der Walt, Nicholas 
Ingley, Coral

Corporate 
Governance: An 
International Review

2003 To develop a taxonomy describing what is meant 
by diversity on the board and its implications for 
decision-making by exploring the appointment of 
diverse directors 

- To increase diversity is to provide a rich source of innovative ideas 
and practical resources for dealing with difficult policy issues.
- Boards composed of qualified individuals who reflect a diversity of 
experience, gender and ethnicity take advantage of their differences 
to work successfully together on behalf of the organization.
- Women have made the greatest progress in attaining board 
positions, but in the US in particular, ethnic minorities have also 
made significant strides.
- While boards need to be reflective of their ownership and the wider 
social environment, diversity per se is insufficient in building 
effective corporate boards.
- The challenge for those representing minority voices in the 
boardroom is to make their views heard.
- The challenge for boards is to bring together in a cohesive manner 
the balance of expertise and perspectives required for effective 
functioning and decision-making.

Is There a "Business Case" for Board 
Diversity?

Wang, Yi
Clift, Bob

Pacific Accounting 
Review

2009 To investigate the relationship between board 
diversity and firm financial performance, and to 
explore the potential determinants of board 
diversity in Australia

- There is a lack of female and minority directors in Australian 
companies. 
- There is no strong relationship between gender and racial diversity 
on boards and financial performance.
- Larger firms tend to have relatively more female members, and 
smaller firms or firms with larger boards may have more minority 
directors.
- Greater board diversity does not lead to poor performance, which 
suggests that enhanced board diversity could be achieved without a 
negative effect on shareholder wealth.

The Impact of Board Diversity and 
Gender Composition on Corporate 
Social Responsibility and Firm 
Reputation

Bear, Stephen
Rahman, Noushi
Post, Corinne

Journal of Business 
Ethics

2010 To explore how the diversity of board resources 
and the number of women on boards affect firms' 
corporate social responsibility (CSR) ratings, and 
how CSR influences corporate reputation.

- The number of women on the board has a positive relationship with 
the strength ratings for CSR.
- Women bring a number of strengths to the board including an 
increased sensitivity to CSR and participative decision-making 
styles.
- Presence of a single female director may not be sufficient because 
minority group members, often considered tokens, may find it more 
difficult to voice their opinions and be heard.
- As the number of female directors increases, so does the firm’s 
CSR, suggesting that the contributions women bring to the board in 
this area are more likely to be considered by the board.
- Women play a role in enhancing corporate reputation by 
contributing to the firm’s CSR.

Antecedents of Board Composition: 
The Role of Nomination Committees

Kaczmarek, Szymon
Kimino, Satomi
Pye, Annie

Corporate 
Governance: An 
International Review

2012 To examines the research question of the likely 
antecedents in terms of nomination committees 
characteristics of two board composition 
outcomes

- The increasing presence on the nomination committees of females 
or non-British nationals is likely to have a positive impact on the 
level of board gender and nationality diversity, respectively.
- The presence of the CEO on the nomination committee is found to 
be interactive with the nomination committee independence.
- Nomination committee characteristics are significant antecedents 
of board diversity, hence composition of the nomination committee 
is an important step for assembling a diverse board.
- Appointing females and non-nationals to the nomination committee 
increases the likelihood of greater representation of females and non-
nationals on the entire board.
- The presence of the CEO and the majority of non-executive 
directors on the nomination committee is detrimental for board 
cohesiveness.



Board Demographic Diversity, 
Independence, and Corporate Social 
Performance

Zhang, Lu Corporate 
Governance: The 
International Journal 
of Effective Board 
Performance

2012 To link board demographic diversity and 
independence to corporate social performance

- Board gender diversity is positively related to institutional and 
technical strength ratings.
- Board racial diversity is positively related to institutional strength 
rating only, and positively related to technical weaknesses instead.
- Female board members can provide valuable advice and 
networking opportunities to help improve relationships with critical 
stakeholders.
- Increasing minority representation on boards helps enhance a firm’
s legitimacy in the eyes of institutional stakeholders.
- Racially diverse boards may not have the ability to process the 
greater pool of information and viewpoints brought in by minority 
board members.
- A diverse board may be less efficient when addressing the needs of 
technical stakeholders.

Increasing Female Representation on 
Company Boards: An Interview with 
Regina Eckert, Senior Research 
Associate, Center for Creative 
Leadership, USA

Bell, Gareth Strategic Direction 2013 To provide recommendation to companies and 
women from Regina Eckert

- The link of diversity with increased competitiveness, innovation, 
customer centricity, and globalization is only positive if diversity is 
managed well.
- Enabling women to reach their career goals isn’t only their own 
task, but requires organizations to create an environment that allows 
women and men to succeed in their careers.

Diversity among Norwegian Boards 
of Directors: Does a Quota for 
Women Improve Firm Performance?

Dale-Olsen, Harald
Schøne, Pål
Verner, Mette

Feminist Economics 2013 To evaluate the impact of increased diversity on 
firm performance in Norway, and to compare the 
return on assets for non-finance public limited 
companies affected by the gender quota reform, 
and ordinary limited companies, which were not 
affected by the reform.

- Laws were passed in the Norwegian Parliament requiring that 
women should comprise 40% of boards in all public limited 
companies by 2008, otherwise the firms were to be dissolved.
- The short-run impact of the reform on performance is negligible.
- This is either that the short-run influence of boards is small, or that 
newly recruited women do not bring along markedly different 
resources and perspectives compared to the men that they replace.
- These results do not seem to be driven by selection of firms into 
the public limited companies and the ordinary limited companies.
- The reform is, however, important from a gender equality 
perspective.

Boardroom Diversity and its Effect 
on Social Performance: 
Conceptualization and Empirical 
Evidence

Hafsi, Taieb
Turgut, Gokhan

Journal of Business 
Ethics

2013 To clarify the boardroom diversity concept, 
distinguishing between a structural diversity of 
boards and a demographic diversity in boards, and 
its impact on social performance

- Diversity in boards affects corporate social performance.
- Diversity of boards has an effect only in the presence of diversity 
in boards.
- Structure-related diversity of boards alone makes no difference on 
corporate social performance.
- Gender and age have a significant effect on corporate social 
performance.
- Inclusion of female directors on a board results in a better social 
performance for the firm.

The Impact of Operational Diversity 
on Corporate Philanthropy: An 
Empirical Study of U.S. Companies

Kabongo, Jean
Chang, Kiyoung
Li, Ying

Journal of Business 
Ethics

2013 To investigate the impact of diversity on corporate 
philanthropy

- Operational diversity influences corporate giving much more than 
board diversity alone.
- The commitment to diversity within, and not just at the top-level of 
the firm, appears to influence corporate giving more effectively.
- Firms with operational diversity programs are likely more 
dependent on a broad variety of resources and give more to the 
community as a strategic maneuver.
- Operational diversity is a better indicator for predicting future 
corporate giving than board diversity alone.
- Having a woman or a member of a minority as a company’s CEO 
is not sufficient to impact its charitable giving   

Women on Corporate Boards: Taking 
Stock and Future Research

St-Onge, Sylvie
Magnan, Michel

Finance Controle 
Strategie

2013 To provide a synthesis of the academic literature 
on the presence of women on corporate boards 
after the adoption of gender quotas in several 
countries

- The study offers some critical comments on the current research on 
this issue by suggesting various research avenues for the future so 
that we can gain a better understanding of this fundamental change 
in corporate governance.

Does Board Gender Diversity 
Improve the Performance of French 
Listed Firms?

Boubaker, Sabri
Dang, Rey
Nguyen, Duc Khuong

Gestion 2000 2014 To focus on the effect of gender-diverse boards in 
France on firm financial performance

- The board gender diversity has a negative effect on firm 
performance. 
- When there are females in the board of directors, there is a greater 
increase in the board's monitoring and risk aversion.
- Adding indiscriminately more female directors to boards may give 
unintended results and lower firm performance.

Individual Determinants of the Glass 
Ceiling: The Case of the 
Composition of the Corporate 
Governance Structure of French 
Listed Companies

Oe, Mamadout Management 
International

2014 To investigate corporate governance structure in 
the French context

- Women bring distinctive resources and skills to the board of 
directors.
- Gender diversity provides the “new blood” to board composition.

The Double-Edged Nature of Board 
Gender Diversity: Diversity, Firm 
performance, and the Power of 
Women Directors as Predictors of 
Strategic Change

Triana, Maria del Carmen 
Miller, Toyah
Trzebiatowski, Tiffany

Organization Science 2014 To examine how board gender diversity, firm 
performance, and the power of women directors 
interact to influence the amount of strategic 
change

- There is a small negative effect of gender diversity on the amount 
of strategic change.
- There is no interaction between firm performance and board gender 
diversity on the amount of strategic change.
- A three-way interaction between power, firm performance and 
gender diversity on the amount of strategic change was found.
- If firm performance is low and the power of women directors is 
high, the most negative relationship between board gender diversity 
and the amount of strategic change was observed.
- The most positive relationship between these two components was 
observed when both firm performance and the power of women 
directors are high.

Where do International Board 
Members Come From? Country-
Level Antecedents of International 
Board Member Selection in European 
Boards

van Veen, Kees
Sahib, Padma Rao
Aangeenbrug, Evelien

International Business 
Review

2014 To explain how boards internationalize by 
recruiting international directors in order to 
increase companies’ performance.

- Boards will prefer international candidates who are more similar to 
themselves on a variety of ‘distances’.
- The greater the distance (cultural, institutional and geographical) 
between the candidates’ and the companies’ country-of-origin, the 
lower the fraction of board members of that nationality on boards.
- A colonial tie between countries will make recruitment of these 
particular nationalities more likely than others.
- It is not only whether or not there are international members on the 
board or how many there are that matter, but also where these 
international members come from that is relevant.
- Diversity is a ‘two-edged sword’ and can have negative effects as 
well.  



Appointing Women to Boards: Is 
There a Cultural Bias?

Carrasco, Amalia
Francoeur, Claude
Labelle, Réal
Laffarga, Joaquina
Ruiz-Barbadillo, Emiliano

Journal of Business 
Ethics

2015 To focus on whether cultural characteristics drive 
the appointment of women to corporate boards 
across countries

- The level of women participation on corporate boards is 
significantly higher for companies whose boards are larger, for 
companies where the Chair is a woman, and for companies with 
larger sales.
- Two cultural characteristics, power distance and masculinity, are 
associated with variations observed in the level of female 
representation on corporate boards.
- The proportion of women on corporate boards is likely to be lower 
in countries where power distance and masculinity dimenstion are 
greater.
- Cultural differences are the basis for the differences in the 
structures of corporate governance at the international level.

Do Women in Top Management 
Affect the Value and Performance of 
Brazilian Firms?

Carvalhal da Silva, Andre
Margem, Helena

Revista Brasileira de 
Financas

2015 To analize if the presence of women on boards 
and in top executive positions has impact on firm 
value and performance

- The relationship between the presence of women in top 
management, firm value and performance is not statistically 
significant in Brazil.
- When considering some econometric models, companies with at 
least two women in the board of directors tend to have higher value 
and better performance.

Female Directors in Bank 
Boardrooms and their Influence on 
Performance and Risk-Taking

Gulamhussen, Mohamed
Santa, Sílvia Fonte

Global Finance 
Journal

2015 To assess the potential benefits and costs of 
having women in bank boardrooms, and their 
influence on performance and risk-taking

- On average, banks have one woman in the boardroom, one on the 
supervisory board, and none on the audit committee.
- The participation of women in boardrooms has a positive influence 
on the return on equity, return on assets and operating income ratio, 
which measure financial performance.
- There is a negative association between women in boardrooms and 
risk-taking measures.
- The participation of women in bank boardrooms brings benefits in 
terms of broad accounting and market performance, and risk-taking 
measures.

Diversity, Corporate Governance and 
Implication on Firm Financial 
Performance

Hassan, Rohail
Marimuthu, Maran
Johl, Satirenjit

Global Business & 
Management Research

2015 To test the upper echelon theory, which states that 
demographic and cognitive diversity dimensions 
at the top level management may have an impact 
on firm financial performance

- It will investigate on demographic (gender and ethnicity) and 
cognitive diversity (experience) among board members and its 
impact on financial performance.
- It is proposed that boards should take advantage from a diverse mix 
of knowledge, background and expertise among their members.
- Others argue that there is no significant difference between men 
and women when it comes to needs such as leadership, 
achievements, self-confidence, aggression, goal orientation, 
persistency, independence, non-conformity, autonomy, and locus for 
control.

Board Diversity: Beginning to 
Unpeel the Onion

Hillman, Amy J. Corporate 
Governance: An 
International Review

2015 To find more information about the unanswered 
questions regarding the effects of diversity within 
board of directors

- When groups are able to consider more options generated by 
having a more diverse set of perspectives, their solutions and 
creativity are better.
- There are strong differences in ethical behavior between women 
and men. 
- When women and minorities present in boards are more likely to 
mentor others, which leads to a more effective workforce.
- It is really hard to measure this relationship because observing 
boardroom behavior to see how diversity on the board changes 
director interactions is almost impossible.
- It is believed that if women and minorities are more similar to 
existing directors along other dimensions, they may be recategorized 
as in-group members and make a meaningful impact on boards.  

The Effects of Women on Corporate 
Boards on Firm Value, Firm 
Performance, and Ethical and Social 
Compliance

Isidro, Helena
Sobral, Márcia

Journal of Business 
Ethics

2015 To investigate the direct and indirect effects of 
women on the board on firm value

- The introduction of legally binding quotas for women on corporate 
boards of European companies was introduced.
- There is no evidence that a higher female representation on the 
board directly affects firm’s value.
- Women on boards are positively related with financial 
performance, which was measured in terms of return on assets and 
return on sales, and with ethical and social compliance, which are 
positively related with firm value.
- Part of the indirect effect comes from stronger compliance with 
ethical principles, something that is not captured by accounting-
based financial performance.

Women on Boards, Sustainability 
Reporting and Firm Performance

Arayssi, Mahmoud
Dah, Mustafa
Jizi, Mohammad

Sustainability 
Acccounting, 
Management & Policy 
Journal

2016 To investigate the effect of gender-diverse boards 
on the association between sustainability reporting 
and shareholders’ welfare

- The presence of women directors favorably influences on firm’s 
risk and performance through promoting a firm’s investment in 
effectual social engagements..
- The desirable effect of female directors on the environmental, 
social and governance/performance relationship leads to increased 
risk-adjusted abnormal returns, and reduced firm risks.
- There is a negative and significant association between ESG 
disclosure and performance at low levels of board gender diversity.
- When women do not participate on corporate boards or their 
presence is minimal, an increase in ESG reporting has a converse 
effect on shareholders’ wealth.
- When women participation on corporate boards is low, firms’ 
sustainability reporting is perceived to be less reliable and 
consequently of low signaling power.

Simultaneous Board and CEO 
Diversity: Does it Increase Firm 
Value?

Borghesi, Richard
Chang, Kiyoung
Mehran, Jamshid

Applied Economics 
Letters

2016 To establish whether board ethnic and gender 
diversity increase or decrease firm value, and to 
offer an understanding of the dynamics between 
board and CEO diversity on firm value

- A diverse board is highly positively correlated with firm value on 
the presence of a white male CEO.
- When the CEO is a minority or female and simultaneously the 
board is diverse, firm value is destroyed.
- These findings suggest that the benefits of diversity, such as 
improvements in creativity, broader perspective, superior 
information processing, better monitoring and mitigated 
entrenchment, may not come from the presence of women or 
minorities on boards, but rather from differences between board 
member make-up and CEO make-up.

Does Board Gender Diversity Make a 
Difference? New Evidence from 
Quantile Regression Analysis

Dang, Rey
Nguyen, Duc Khuong

Management 
International

2016 To examine the link between board gender 
diversity and firm performance in France

- The effect of board gender diversity on firm performance is 
conditioned by the measure of performance used.
- Strong female representation help improve the performance of 
firms with low return on assets.
- For firms with high ROA, gender diverse boards do not affect the 
firm performance.
- Board gender diversity has no significant effect on Tobin’s Q when 
this number is low, and it has a significant negative effect when 
Tobin’s Q ratios are higher.
- The different impact that Tobin’s Q and ROA have on board 
gender diversity may be due to the practice of accounting 
conservatism, which would be related to the hypothesis that female 
directors are more risk averse.   



Innovation: The Influence of 
Diversity and IT Competence of 
Board of Directors and Executive 
Management

Heroux, Sylvie
Fortin, Anne

International Journal 
of Organizational 
Innovation

2016 To examine the influence of diversity and IT 
competence of boards of directors and executive 
management on innovation

- Some board and executive management characteristics are 
associated with innovation.
- Greater heterogeneity in boards tenure and executive IT 
competence lead to more extensive product innovation.
- Process innovation is driven positively by diversity in executive 
industry background.
- Large organizations innovate to a greater extent, and there are 
differences among industries.
- Process innovation is negatively associated with heterogeneity in 
board tenure.
- Executive IT competence and diversity of industry background 
influence product and process innovation respectively.

Diversity in Board of Directors: 
Review of Diversity as a Factor to 
Enhance Board Performance

Pechersky, Alexander Studia Commercialia 
Bratislavensia

2016 To examine the primary functions of the board of 
directors to find out their correlation with 
diversity and their effect on performance

- There is no conclusive evidence on influence of diversity on 
financial performance and corporate value.
- The literature is omitting consideration of cultural and country 
development factor influencing diversity and its effectiveness.
- Diversity in boards is positively influencing corporate governance 
and performance in developed countries that have high norm of 
female acceptance and past performance of state welfare.
- There isn’t empirical evidence that can be applied universally.
- Diversity may apply for specific situations and may serve as social 
benefit in representation rather than financial outcomes.

Why do Some Outside Successions 
Fare Better than Others? The Role of 
Outside CEOs' Prior Experience with 
Board Diversity

Zhu, David
Shen, Wei

Strategic Management 
Journal

2016 To explain why new outside CEOs can better 
manage their relationship with the board if they 
previously served on boards that were more 
diverse than the focal board

- One third of new CEOs are appointed from outside the firm 
because research suggests that they have bigger challenges than 
inside CEOs. 
- The degree of demographic diversity among directors is a primary 
influence on a CEO’s relationship with a board.
- Diversity has important implications for the board’s ability to 
influence strategic decisions by monitoring and advising the CEO.
- A new outside CEO’s prior experience with more diverse boards 
not only reduces the likelihood of post-succession CEO turnover and 
director turnover, but also improves firm performance.

Diversity of Genre in Board of 
Management and Performance of the 
Belgian Firms

Bauweraerts, Jonathan
Colot, Oliver
Dupont, Claire
Giuliano, Romina
Henry, Nadege

Revue des Sciences de 
Gestion

2017 To study the impact of women presence in top 
management on firm performance

- Neither women presence nor gender diversity in board of directors 
has an effect on performance.
- Performance decreases while women presence in management 
committee increases.

Do Female Directors Really Add 
Value in Indian Firms?

Chauhan, Yogesh
Dey, Dipanjan Kumar

Journal of 
Multinational 
Financial 
Management

2017 To study the effect of female directors on firm 
performance for Indian firms

- In India, the intervention of family members in a firm’s 
management is common.
- India is considered a patriarchal society, where men are the main 
decision-makers of most aspects in life.
- Only 18% of boards had at least one female director.
- A regulatory intervention came up in 2014 requiring Indian firms 
to appoint more female directors.
- The percentage of boards having at least one female director 
increased to 63% in 2015.
- It was found that female directors do not affect firm performance 
since they do not provide much input when it comes to strategic 
decisions because their low level of participation.

Firm Performance and Boardroom 
Gender Diversity: A Quantile 
Regression Approach

Conyon, Martin
He, Lerong

Journal of Business 
Research

2017 To investigate the relation between firm 
performance and boardroom gender diversity

- The presence of women on boards has a positive effect on 
organizational performance.
- Using both market-based and accounting-based measures of firm 
performance, financial performance is positively correlated to board 
gender diversity.
- Gender diversity has a significantly larger positive impact on firm 
performance in high-performing firms than in low-performing firms.
- Low-performing firms are less likely to attract highly qualified 
female directors and are also less effective in exploiting board 
members' human capital and social capital.
- Female presence in boards has been increasing in the past few 
years. However, their presence is still low compared to the 
percentage of women in the US general population.

The Diversity of Expertise on 
Corporate Boards in Australia

Gray, Stephen
Nowland, John

Accounting & Finance 2017 To examine the diversity of professional expertise 
on corporate boards in Australia and implications 
for shareholder value.

- The most common types of expertise in Australian boards are 
accountants, business executives, lawyers, scientists, bankers, and 
engineers.
- Professional expertise of directors is a vital component for boards 
to effectively perform their monitoring and advising functions.
- Expertise diversity is greater in firms with bigger boards and is 
dependent on firm location and industry.
- There is no relationship between expertise diversity and firm value.
- Shareholders react positively when the board limits its diversity to 
a subset of specialist business expertises.
- When diversity beyond the subset of expertise including 
accounting, legal, consulting and banking is brought into the board, 
there is an association with lower firm value and performance.  

Board Composition and Gender 
Diversity: A Comparitive Between 
African, Asian and Oceanian Stock 
Exchange Federation Boardrooms

Johennesse, Lee-Anne 
Chou, Te-Kuang 

CLEAR International 
Journal of Research in 
Commerce & 
Management

2017 To compare board composition, specifically 
related to board size and female board 
representation of the African Stock Exchange 
Federation (ASEA) and Asian & Oceanic Stock 
Exchange Federation (AOSEF) member 
companies

- Almost 30% of African stock exchange federation companies have 
no female representation on their boards, and almost 80% have less 
than 2 women members.
- 25% of Asian and Oceanic stock exchange federation companies 
have at least 1 female, and almost 70% have 2 or less women on 
their boards.
- The majority of boards across these areas are limited and lacking in 
terms of female board appointments.



Rethinking Board Diversity with the 
Behavioural Theory of Corporate 
Governance: Opportunities and 
Challenges for Advances in 
Theorising

Kaczmarek, Szymon Journal of 
Management & 
Governance

2017 To analize diversity in 3 different ways: as variety, 
separation, and disparity, and to find the impact 
these might have on board task effectiveness

- In the board diversity as variety setting, the socially-constructed 
perception by board members is not likely to be distorted by 
negative behavioural patterns typically associated with subgroup 
formation. If subgroups result, they are knowledge-based. This 
setting is likely to be conducive to the effective fulfilment of board 
statutory tasks.
- In the board diversity as separation setting, the socially-constructed 
perception by board members is likely to be distorted by negative 
behavioural patterns typically associated with subgroup formation. 
The subgroups will be of an identity-based nature. This setting is not 
likely to be conducive to the effective fulfilment of the board’s 
statutory tasks.
- In the board diversity as disparity setting, the socially-constructed 
perception by board members is likely to be distorted by negative 
behavioural patterns typically associated with subgroup formation. 
The subgroups will be of a resource-based nature. This setting is not 
likely to be conducive to the effective fulfilment of the board’s 
statutory tasks.

Women in the Boardroom and 
Corporate Decisions of Italian Listed 
Companies

Rossi, Fabrizio
Chengru Hu
Foley, Maggie

Management Decision 2017 To find if female presence in the board of 
directors Italian companies has an impact on firm 
performance, corporate decisions, risk of the firm, 
debt level, and research and development

- Women in Italian board of directors affect financing and 
investment decisions.
- Presence of women on boards can increase the level of debt 
because they are willing to take more risk.  
- It is also observed that the presence of women in the board tends to 
increase risk aversion.
- Women have a positive impact on investment for R&D.
- When multicultural factors are taking into consideration, female 
presence in the board has a strong positive impact on firm value.
- Women directors positively influence the financial choices of the 
board, and they are beneficial to the decision-making process of a 
firm.

Gender Diversity and Firms' 
Financial Perfomance in Malaysia

Yap Leen-Kuen, Irean
Sok-Gee, Chan
Zainudin, Rozaimah

Asian Academy of 
Management Journal 
of Accounting & 
Finance

2017 To investigate the relationship between gender 
diversity in a firm's board of directors and 
financial performance of Malaysian firms

- Women in Malaysia are expected to have sole responsibility for 
family and household duties.
- The gender quota that requires companies to increase the 
percentage of women in boards have been adopted in this country.
- The female representation in boards is about 10%, which is still 
below the required 30% by the gender quota. 
- There is no relationship between the presence of women on board 
and firm performance.
- A higher degree of female representation on the board increases a 
firm’s financial performance.
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Diversity Taxonomy Development 

As mentioned earlier in this review, Harrison and Klein (2007) proposed that diversity be defined 

as three separate concepts: separation, variety, and disparity. These distinctions gave scholars new 

avenues to explore the effects of diverse boards on firm performance. For example, Kaczmarek 

(2016) proposed implementing the three concepts of diversity with the behavioral patterns within 

corporate governance to analyze board task effectiveness. The diversity attributes considered 

under this study to observe the behaviors and dynamics of directors within their circle include 

education, skills, and tenure, because it is believed that they have a stronger impact on firm 

performance.   

In terms of board diversity as variety, the presence of negative behavioural patterns among 

directors is not likely to occur. Due to this assumption, subgroups are not meant to be formed, but 

if that were the case, they would be based on knowledge. In addition, the several knowledge and 

experiences that are present in the Board of Directors facilitate board task performance, which is 

a positive result of diversity. This aligns with concept of “value-in-diversity”, which focuses on 

the benefits a diverse group has in terms of information and learning attributes, such as education 

and functional background. Each member of an organization is appreciated for the knowledge they 

bring to their teams, also known as human capital, and due their unique knowledge backgrounds, 

they can make rich contributions from their own networks to the company (Kaczmarek, 2016).   

In terms of board diversity as separation, identity-based subgroups tend to be formed by the 

differences in attitudes, beliefs, and values that members of the board possess. This context can 

create negative behavioural patterns among members of the board. If there is tension between 

directors, the outcomes from their decisions might be compromised, and overall task performance 

can be affected as well (Kaczmarek, 2016).  
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Finally, in terms of board diversity as disparity, resource-based subgroups might be formed 

because assets and resources of a company are usually not distributed equally among its members. 

Due to this reason, negative behavioural patterns are also observed between directors, which can 

compromise task performance. This tends to happen when the functions of a CEO and Chairperson 

are done by the same individual, giving them more power not only in the board, but also with 

management decisions (Kaczmarek, 2016).  

Keeping in mind the taxonomy proposed by Harrison and Klein (2007), other scholars look at 

diversity as a “double-edged sword.” Even though diversity as a variety helps companies 

maintaining their advantage due to their variety of knowledge, information and experiences, there 

are downsides coming from separation and disparity, such as increased conflict and misalignment. 

For these reasons, diversity within boards needs to be managed well to obtain positive outcomes 

(Bell, 2013). 

Since the concept of diversity is so broad, Pechersky (2016) also analyzed the different definitions 

and their effect on firm financial performance. In his study, he mentioned that each unique director 

in terms of diversity as a variety of expertise, brings necessary network, knowledge, and 

connections with the goal of enhancing firm’s performance. However, since there are other aspects 

of diversity yet to be considered, such as disparity and separation factors, it is almost impossible 

to come up with a conclusive evidence regarding the influence of diversity on performance and 

corporate value. Therefore, the combined results of diversity cannot be applied universally, but 

instead may be applied for specific situations.    
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Low Female Representation, Tokenism and Gender Quota 

Over the past decades, the percentage of women in the workforce has significantly increased. 

However, this is not the case within top-management executives and boards (Wang and Clift, 

2009). Several corporate boards around the world, such as in the UK, USA and Australia, remain 

mainly comprised of white males. Due to this homogeneity, many political and ethical issues have 

risen because the female representation in boards remained low in comparison with their larger 

proportion of the workforce (Wang and Clift, 2009). When this issue began to surface, scholars 

started to research the antecedents and consequences of having a low percentage of women in 

boards.  

According to Singh, Vinnicombe and Johnson (2001), diversity on boards tends to provide a more 

effective corporate governance due to the broader range of experiences and opinions that they 

share with each other (a variety perspective). In their study, they observed the composition of 

boards of UK companies to learn about their diversity levels. In 1999, they found that almost two-

thirds (64%) of UK large companies had at least one female director in their boards, and that most 

of the boards were largely comprised of white, middle class, and middle-aged men. This initial 

percentage went down to 58% the following year, which was an unexpected change. An interesting 

finding in the study was the observation that organizations with female directors on their boards 

showed the highest sales, profits, and number of total employees among the companies analyzed. 

According to the study’s authors, these results suggested that the number of women on boards 

should grow because their abilities and expertise were being missed, since their presence could 

potentially increase firm performance. 

When the percentage of women on boards started to increase in the United States, a study 

performed by Wang and Clift (2009) was done for Australian companies to examine if the level of 
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gender diversity in Australian boards was also increasing, and to establish a comparison between 

these two developed countries. They examined a total of 500 public organization, and found that 

only 5.09% of directors were females. The majority of directors, as in other countries, were white 

males. Even though the percentage of female participation has been increasing in Australia from 

1.2% in 1993 until 2003 when this study was performed, these numbers are extremely low 

compared to what would be considered equitable (Wang and Clift, 2009). Similar to Singh et al.’s 

(2001) observation for UK companies, the number of female directors increased with firm size 

(Wang and Clift, 2009).  

Following the trend of studying boards’ composition in regards of the number of women versus 

men in Boards of Directors around the world, there was another study done in France about this 

topic. As it was mentioned by Oe (2014), women usually bring distinctive resources and skills to 

the boards (again, a variety perspective), which is why the importance and focus put on their 

participation. As was the case in other countries, the percentage of total female representation for 

French boards was also very low, with only 8% of women directors for the 150 organizations 

included in this study (Oe, 2014).  

In other areas of the world, such as Africa, Asia and Oceania, scholars were interested in observing 

the issue of gender diversity in their business environments. According to Johennesse and Chou 

(2017), corporate governance can be enhanced by diversifying the board members. For purposes 

of their study, they tested 40 companies from the Stock Exchange Federation of Africa, Asia, and 

Oceania. In the African Stock Exchange Federation (ASEA), almost 30% of boards did not have 

any female representation on their boards, and approximately 80% had fewer than two women 

directors. For the Asian & Oceanic Stock Exchange Federation (AOSEF), 25% of boards had one 

or no women on their boards, and 70% had at least two females as directors. These percentages 
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implied that the majority of boards across these areas and sectors were lacking of female board 

appointments, even though they can be see higher than other countries.       

In response of the noticeable low representation of women within Boards of Directors around the 

globe, many countries established a gender quota requirement for corporate governance, which 

requires companies to elect more women as directors. This policy was incorporated with the hope 

of addressing the ethical issues related with the topic, as well as to increase the percentage of 

women appointed as directors, especially in European countries where women were clearly 

underrepresented in corporate boards compared to other areas of the world (St-Onge and Magnan, 

2013; Carrasco, Francoeur, Labelle, Laffarga, and Ruiz-Barbadillo, 2015).  

One of the countries where this quota started was France. Scholars and businesses were interested 

to see if increasing the proportion of women in boards would actually have a positive impact on 

financial performance. An analysis of French listed companies’ financial data over the period of 

2009 to 2011, which was after the gender quota was implemented, showed that the effects of 

women on boards changes depending on the performance measures used, and provides mixed 

results. These findings suggest that the idea behind increasing the percentage of women in boards 

is not only related to financial performance, but also more with ethical issues regarding gender 

equality (Dang and Nguyen, 2016). In addition to this study, there was another done by Boubaker, 

Dang and Nguyen (2014) also on French companies. Over 100 companies were observed, and the 

relationship between board gender diversity and firm financial performance was found to be 

negative. Since the percentage of female directors increased significantly and rapidly, it was 

implied by these scholars that adding more women in an indiscriminate way could be 

counterproductive instead of beneficial, leading to lower financial performance. 
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Another country where several researchers have devoted time to analyzing the effects of this 

gender quota requirement is Norway, since it was the first country establishing this requirement. 

Norway passed this reform in 2003, and required all public companies to increase the percentage 

of women in their boards to 40% by 2008. The firms failing to do so would be dissolved by the 

Norwegian Parliament, which is the body in charge of this law. After analyzing several companies 

over a period of five years, Dale-Olsen, Schone and Verner (2013) found that the short-run impact 

of this policy on performance cannot be determined, and it is in fact negligible. An implication of 

this could be that women are not bringing new perspectives and resources compared to the men 

who previously had their roles, or that the positive effects of women would only be accomplished 

long-term instead (Dale-Olsen et al., 2013). 

In contrast with the mixed and negative results of the gender quota in countries such as Norway 

and France, other studies show that this reform brought some positive outcomes for the overall 

firm value in several countries around the world. Even though it is hard to find the direct link 

between board gender diversity and firm financial performance, there are indirect effects of having 

women in boards that are positive. For example, the presence of women indicated higher results 

in terms of returns on assets, and also improvements in other aspects relevant for firm value such 

as the positive effects on the compliance with the ethical and social standards of the firm (Isidro 

and Sobral, 2015). In addition to these indirect effects found, another benefit of having women in 

boards is they tend to be more risk-averse compared to male directors, which means that they put 

in place secure measures to mitigate any negative effects of taking risk (Gulamhussen and Santa, 

2015). 

Finally, another country that decided to implement a gender quota a few years after the European 

initiative is Malaysia. In 2011, a rule was imposed in this country requiring Malaysian boards to 
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be composed of at least 30% women directors. However, the percentage of female representation 

on boards remained below 10% for about four years after this policy was introduced. An important 

factor to keep in mind when looking at this country is the role of women in their society. They are 

expected to only be responsible for family and household duties, so their role in companies can 

sometimes be underestimated. Surprisingly, the results showed that having a number of female 

directors in a board tends to increase financial performance in Malaysian countries (Yap Leen-

Kuen, Sok-Gee, and Zainudin, 2017). 

Regardless of the variety in results of the impact of the gender quota laws in several countries on 

financial performance, most scholars and businesses around the world can agree with the fact that 

this reform is improving the gender inequality issues, creating a more diverse corporate 

governance. However, it is important to keep in mind that since female directors are being included 

into boards only to meet requirements, and not so much for their skills and experiences as a 

voluntary act, they might not be integrated as well by the male directors, which are still the majority 

group within boards (Hillman, 2015; Pechersky, 2016). This can be one of the reasons behind the 

negative results, since women may not feel comfortable enough to express their opinions, nor 

provide valuable contributions. That is, in terms of Harrison and Klein’s (2007) model, women 

may face a disparity in resources they bring to the table. 

Furthermore, a related concept that could potentially explained the lack of effect of diversity on 

firm performance is tokenism. Since women started to be recruited in larger quantities as a result 

of several gender quotas around the world, many people were questioning if these efforts meant to 

appoint qualified women for the director roles, or they just wanted to give the appearance of a 

more inclusive work environment instead. As mentioned by Chauhan and Dey (2017), the presence 

of female directors can be considered as a token for the solely purposes of accomplishing 
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governmental requirements, or maybe to showcase the welfare of women in boards, making their 

effect on performance insignificant. This idea is more powerful in patriarchal countries such as 

India, where men usually control most of the decision-making processes in their society (Chauhan 

and Dey, 2017). These scholars’ hypothesis stating that female presence on Indian boards have no 

significant impact on firm performance was confirmed after analyzing a large amount of financial 

data, supporting the tokenism theory in India. Again, women face a disparity in resources.  

A similar study was performed by Carvalhal da Silva and Margem (2015) among Brazilian firms 

to test the role of women as tokens. Initially, it was found that the relationship between women in 

top management, firm value and performance is not statistically significant in Brazil. However, 

companies that have at least two women as directors tend to have higher value and better 

performance, which confirms the idea behind tokenism (Carvalhal da Silva and Margem, 2015). 

If there is only one female director, they would not be able to collaborate as much with the male 

directors, but if there are two or more women, their contributions can become more significant and 

powerful. Perhaps, this is because as women increase in proportion, they can form a “faction” to 

force their viewpoint to be heard (Harrison and Klein, 2007).      

To support the idea of the importance of having more than one women director in boards in order 

to observe their impacts on performance, the concept of critical mass was introduced by Rossi, Hu 

and Foley (2017). According to this theory, three or more women are needed to cause a meaningful 

change in the board and enhance corporate governance. The presence of more directors of the same 

gender in boards makes them act more actively and effectively in their roles. By achieving these 

larger percentages of women directors in boardrooms, boards and corporate governance will be 

moving away from tokenism, into a critical mass setting (Rossi et al., 2017). Again, this reflects a 

separation view of diversity.     
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The evolution we observe regarding the role of women in Boards of Directors around the world 

has some interesting dynamics. From the moment female representation started to grow in the 

workforce, to the desire of increasing their involvement also in corporate governance by setting 

up gender quota policies in several countries, and to the realization that having a significant number 

of women directors is necessary to see positive effects on firm performance, this topic has 

developed important implications for addressing the issue of low female representation in boards.              

 

Decision-Making Effectiveness and Board Composition 

Another important aspect to consider when discussing about diversity in boards, is its effects on 

decision-making effectiveness. This is important because effective decision-making can lead to 

better overall performance of businesses, which implies the following mediated model:  

 

As proposed by Ingley and van der Walt (2003), higher diversity presence should lead to less 

small-minded decision-making processes, and greater openness to change. Companies should pay 

attention at how their boards are structured and composed because they need to provide diverse 

perspectives to satisfy the current business requirements. In the presence of a diverse board, it is 

expected that opinions and perspectives would diverge and/or converge toward realized or 

unrealized outcomes, depending on the willingness the board has on accepting and combining 

different ideas. Usually, the diversity of perspectives are a result of demographic and functional 

differences within the directors. Even though debates and conflicts may arise at first, eventual 

agreement can be achieved during the decision-making process. Although enhancing the quality 
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of decision-making is a complex topic that boards want to obtain, sensitive, skillful leadership and 

ongoing management of group process is required first in order to utilize all the wider perspectives 

and experience that comes with a diverse board (Ingley and van der Walt, 2003). 

Furthermore, in another study published by the same scholars (van der Walt and Ingley, 2003) to 

complement the information above suggests that increased diversity provides a rich source of 

creative ideas and practical resources for dealing with difficult issues, and leaves room for 

negotiation regarding the best routes to resolve these complex situations. When boards are 

composed of directors who reflect a diversity of not only experience and knowledge, but also of 

gender and ethnicity, they should convert those differences into advantages to work successfully 

as a group for their company. The challenge of forming diverse boards is to find the appropriate 

balance of different expertises, characteristics, and perspectives that will lead toward effective 

functioning and decision-making, instead of toward failure (van der Walt and Ingley, 2003). 

Since the key to a successful board that is effective at making decisions for the company is finding 

the right balance of diversity, the process behind appointment and composition of director is a 

critical factor to make this happen. As previously mentioned in this review, diversity can mean 

different things to different people. One of the ways diversity within boards is measured is through 

types of expertise. According to Gray and Nowland (2017), professional expertise of directors is 

an important component so that boards can perform their functions of monitoring and advising 

effectively. When looking at Australian boards, the most common types of expertise are 

accounting, legal, engineering, banking, science, and consulting. However, this diversity tends to 

be greater in firms with larger numbers of directors, and it also depends on where the firm is located 

and its industry. Surprisingly, their study found that there is no relationship between expertise 
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diversity and firm value, and that shareholders prefer when boards limit their diversity to more 

specific business expertise.     

In contrast with these results, board diversity was found to be positively related with firm value 

when diversity is measured by the percentage of minority groups such as women, Hispanics, 

African American, and Asians (Carter, Simkins, and Simpson, 2003). These scholars proposed 

that efficient composition of boards is not only about finding diversity of experience among 

qualified individuals, but also of gender, race, and age. However, boards would not be successful 

if equity and shareholder value are not considered when choosing diverse directors. 

Given the relationship between board diversity and creativity (Borghesi, Chang, and Mehran, 

2016), it is not surprising that diversity is positively related to firm level of innovation. Heroux 

and Fortin (2016) suggested that greater heterogeneity in boardrooms related to tenure, and 

industry and functional backgrounds, leads to extensive innovation.  

Regardless of the benefits a diverse and well-balanced Board of Directors might bring to a 

company, there are other aspects considered in addition to performance results when appointing 

individuals to these roles. For example, having international directors in a company can increase 

their market value because shareholders see that as a positive way of responding to a globalized 

environment. However, boards tend to prefer international candidates who have more similarities 

to the local directors in terms of a variety of distances. These distances can be defined as the 

cultural, institutional, and geographical differences between countries. Due to this reason, greater 

distance between the candidates’ countries and the country where the company is located is 

reflected by a lower percentage of members from those countries on boards. Therefore, the most 

relevant aspect to consider when hiring international directors is the country where they are coming 



25 

from, and their ties, both recent and historical, with the country where they are trying to be 

recruited at to have a harmonized and effective group (van Veen, Sahib, and Aangeenbrug, 2014). 

Finally, considering which individuals are part of the decision-making process of selecting 

directors is critical to understand why boards’ compositions are a certain way. An important 

subcommittee of corporate governance is the nomination committee, which is responsible for the 

board appointment process, as well as for making suggestions about who should be selected as 

directors of boards. It is believed that the characteristics of the people in charge of appointing 

directors are significant indicators of the diversity found in boards. Thus, when females and non-

national individuals are part of nomination committees, the level of board gender and nationality 

diversity in boards tends to be higher (Kaczmarek, Kimino, and Pye, 2012). 

Taking all these ideas together, board composition can be a challenging process. Finding the 

appropriate balance of diversity aspects, such as expertise, gender, nationality, functional 

backgrounds, age, ethnicity, and others, is necessary to create effective boards that will provide 

better results to their organizations, and enhance performance. However, this will not be possible 

if the professionals who belong to nomination committees are not being objective and inclusive in 

their appointments.   

 

How CEO Characteristics Influence the Board Diversity-Performance Relationship 

In addition of all the factors affecting board composition and effectiveness, the extent of the CEO’s 

involvement in boardrooms should also be considered. In the past few years, the frequency of CEO 

turnover has significantly increased, and their average tenure has been reduced (Zhu and Shen, 

2016). Their dynamics with Boards of Directors might have an effect on the turnover and tenure 

results, since they can feel pressured by corporate governance and also shareholders to achieve 
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certain organizational goals. Some research on this topic suggests that only around 30% of CEOs 

are appointed from outside the company because they are exposed to bigger challenges compared 

to CEOs who are appointed from the inside (Zhu and Shen, 2016). However, there is also evidence 

showing that outside CEOs tend to deliver better performance outcomes once they are well 

established in their new companies. When a new outside CEO is selected, their prior experiences 

with diverse groups will have an impact on how well or poorly they will develop relationships 

with the boards where percentages of diversity are high. In fact, the degree of demographic 

diversity found in directors is one of the main influences on a CEO’s relationship with them. If the 

new outside CEO indeed has rich prior experiences with more diverse boards, this is likely to 

reduce the post-succession CEO and director turnover rates. In addition, the strong relationships 

between these parties have a positive impact on firm performance (Zhu and Shen, 2016). The upper 

echelon theory is once more supported in this study because it is identifying outside CEOs’ 

previous experiences with board diversity as a background aspect that influences organizational 

outcomes in a positive manner.  

As an additional response to the ongoing discussion regarding the effect of board diversity on 

performance, and what the direction of this relationship could be, Borghesi et al. (2016) proposed 

a way to analyze the influence of the CEO’s characteristics on a diverse board’s performance 

outcomes. Specifically, these scholars wanted to learn more about the interrelationship between 

board and CEO gender and ethnicity, and evaluate if the marginal value of diversity in one, is 

likely to be highly affected by diversity levels in the other one. Their results showed that a diverse 

board is highly positively correlated with firm value, when the CEO is a white male. On the other 

hand, if the CEO is a woman or a minority, and the board is also diverse, firm value tends to 

decrease significantly. From these results, it is implied that the benefits of diversity, such as 
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improving performance, creativity, perspectives, and monitoring, come from the gender and ethnic 

differences between directors and CEOs, instead of from just the presence of females and 

minorities on boardrooms.    

 

Effects on Financial Performance versus Corporate Social Responsibility Performance  

Due to the extensive mixed findings of the impact diverse boards have on financial performance, 

many scholars started to look at how diversity affects other performance measures of a company, 

such as corporate social responsibility and corporate philanthropy (Bear, Rahman, and Post, 2010; 

Arayssi, Dah, and Jizi, 2016). Studies have found that the presence of women on boards has a 

positive relationship with strength ratings for corporate social responsibility (CSR), since they 

promote their companies to engage in social and environmental activities (Bear et al., 2010; 

Arayssi et al., 2016).  

Arayssi et al. (2016) found that when the level of board gender diversity is low, there tends to be 

a significantly negative association with environmental, social and governance (ESG) disclosure, 

which are elements related to CSR. When a company faces this scenario, shareholders’ wealth also 

gets negatively affected because investors have an interest of ESG reporting. They believe it is a 

critical element for the firm’s reputation, and they want companies to include this information in 

their reports. Therefore, female representation on boards promotes social conscience within their 

organizations, which leads them to create a more detailed ESG reporting, enhancing CSR 

performance ratings and shareholders’ welfare (Arayssi et al., 2016).         

One reason why having women on boards increases CSR is because women tend to have more 

sensitivity toward topics related to CSR, and they have a more participative decision-making style, 

which enhances collaborative participation from directors (Bear et al., 2010). There is a positive 
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relationship between number of women on Boards and CSR ratings, so having one female director 

may not be enough to generate positive CSR results (Bear et al., 2010).  

To expand the concept of diversity beyond gender, Hafsi and Turgut (2013) proposed to examine 

the effects on corporate social performance by separating the meaning of diversity into two groups: 

diversity in boards, and diversity of boards. Diversity in boards refers to the different attributes 

directors have, which highlights the demographic diversity aspects within a given board. These 

include gender, age, experience, ethnicity, and tenure. On the other hand, diversity of boards refers 

to the difference in directors’ attributes, but it is related to organizational and formal structure. The 

attributes considered for this group are relative board size, board independence, outside directors, 

and leadership duality. The findings of this analysis showed that diversity in boards have a 

significant positive impact on corporate social performance, especially when considering gender 

and age. Diversity of boards alone makes no difference on CSR, but in the presence of diversity in 

boards, particularly women directors, there is a positive effect on corporate social performance 

when boards have a diverse structure.    

Even though female presence on boards has been the main focus when studying the impact on 

CSR performance, other scholars have also focused on racial diversity. An important measure of 

corporate social performance is institutional strength ratings, which measures the level of 

promoting diversity and providing philanthropic support to the community. These ratings are 

higher when there is a significant amount of racial diversity within boards, which also enhances 

the company’s legitimacy in the eyes of stakeholders (Zhang, 2012). 

Finally, differences in operational practices as a measure of diversity were also considered for 

observing the effects on CSR. Operation diversity is the efforts top executives make to promote 

diversity at all levels of an organization. Some of the programs they implement include promotion 
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of women and minorities to key positions, work/life balance, and hiring programs for disabled 

employees. Since the commitment to diversity is not just at the top-level of the company, but also 

throughout all levels, there is a higher level of corporate giving to the community, which enhances 

CSR ratings. In other words, more operationally diverse boards are more likely to give charitable 

contributions to communities than firms who do not possess these diversity characteristics 

(Kabongo, Chang, and Li, 2013).        

So summarizing the results related to the relationship between corporate social performance and 

board diversity, we observe more similar and aligned results in the diversity-CSR relationship 

compared to results assessing the diversity-financial performance relationship. Gender, age, 

ethnic, and operational diversity have positive effects on CSR ratings, which implies that diverse 

boards are crucial for enhancing this aspect organizational performance. However, the results are 

commonly mixed on the relationship between board diversity and financial performance.  

Comparing this with effect on financial performance, several studies showed that board diversity 

has negative effects on financial performance due to many reasons. When focusing the impact 

gender diversity has on financial performance, some results indicate that there is a significantly 

negative relationship between these components. A few implications behind these results include: 

women not being able to make the appropriate strategic changes that leads to poor performance, 

they tend to be recruited by firms where financial performance was already low, their management 

decisions at the board level can be compromised based on the lack of previous relevant 

experiences, their leadership and self-confidence skills are not fully exploited if they are part of a 

board where the majority of members are men, and their indiscriminately addition to boards was 

mainly focusing on meeting government regulations, and not on their actual skills (Boubaker et 
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al., 2014; Triana, Miller, and Trzebiatowski, 2014; Hassan et al., 2015; Dang and Nguyen, 2016; 

Bauweraerts, Colot, Dupont, Giuliano, and Henry, 2017).     

On the other hand, many studies have also demonstrated that women in boards create a positive 

effect on organizational performance. When looking at some of the measures of financial 

performance, such as return on equity, return on assets, operating income ratio, and other market-

based measures, their percentages tend to increase when there is female representation in Boards 

of Directors (Gulamhussen and Santa, 2015; Conyon and He, 2017). However, there are certain 

conditions that need to be in placed for this correlation to be positive. For example, cultural and 

development factors across countries tend to influence the level of gender diversity acceptance. In 

countries that are developed and have good standards of living, and where women’s role in society 

is valued, there is more likely to be a positive relationship between women on the Board of 

Directors and financial performance (Rossi et al., 2017; Pechersky, 2016). Finally, the effect of 

women in Boards on performance is conditional on prior firm performance. Women exert more of 

a positive effect in well-performing firms than in poorly-performing firms (Conyon and He, 2017).     

As women have been found as important elements of boards’ composition, so have ethnic groups.  

Demographic diversity, which considers the percentage of ethnic minority groups and women 

present in boardrooms, are positively associated with measures of financial performance and 

shareholder value (Carter et al., 2003; Erhardt, Werbel, and Shrader, 2003). As it was mentioned 

above, certain circumstances foster results on financial performance. Some of them include having 

a CEO who differs from the make-up characteristics of a diverse board, and focusing on the 

professional expertise backgrounds of the directors that are relevant to the industry and location of 

the firm (Gray and Nowland, 2017; Borghesi et al., 2016).  



31 

Furthermore, other studies reveal no significant relationship between diversity and firm 

performance. Even though the larger firms where the percentage of gender and racial diversity are 

high, and their overall financial performance results are also favorable, there is no significantly 

strong relationship between these components to establish a positive or negative correlation 

(Carvalhal da Silva and Margem, 2015; Wang and Clift, 2009). This finding is common in Asian 

countries, such as Malaysia and India, where women’s role in society is oriented mainly toward 

household and family responsibilities, so their presence in boardrooms is not significant and very 

limited. Under this context, female directors do not affect financial performance (Chauhan and 

Dey, 2017; Yap Leen-Kuen et al., 2017). 

From this analysis, it is clear to see that several levels of diversity in boards have a positive impact 

on corporate social responsibility performance. However, when it comes to financial performance, 

the results observed are mixed, implying that it is unlikely to have a common answer due to the 

presence of multiple contingencies, among them, the problem that financial performance can be 

measured by many ratios and percentages. Additionally, other contingencies within and outside 

the organization need to be considered to explain the inconsistent results.  

 

Conclusion and Future Research Discussion  

The relationship between diversity on boards and firm performance is a topic that still has 

unanswered questions due to its complex nature. After analyzing multiple studies, there are many 

important takeaways to consider. First, as proposed by Harrison and Klein (2007), diversity should 

not be defined as one thing, but instead, considered as three separate ideas: variety, separation, and 

disparity. Each definition needs to be considered separately because each one has different 

implications related to effects on organizational outcomes. I conclude that it is impossible to 
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combine results related to diversity and apply them universally, but they can be applied under 

specific circumstances instead (Pechersky, 2016).     

In addition, another main theme found in this study is how the role of women on Boards evolved 

throughout the last few decades. Women used to be underrepresented on corporate governance, 

and several countries responded to this issue by introducing gender quotas, which required 

companies to increase the number of women appointed as directors (St-Onge and Magnan, 2013; 

Carrasco et al., 2015). From having a low representation on corporate governance, to moving from 

tokenism to critical mass, women have empowered each other in their roles as directors to make 

their voices heard, and make a positive impact on firm value (Singh et al., 2001; Rossi et al., 2017).   

Another theme identified in this study was the impact of diverse boards on creating a more 

effective decision-making process, which leads to better firm performance (Ingley and van der 

Walt, 2003). This scenario is likely to occur when boards find the right balance of diversity in 

terms of expertise, demographic and visible characteristics to offer the best solutions for any 

complex issues a firm faces (Gray and Nowland, 2017). Furthermore, individuals who appoint 

directors are an important mediator of the diversity-performance relationship, as well as the 

interactions a CEO has with Boards, because they need to be objective in their decision to achieve 

a desired level of diversity within boards (Kaczmarek et al., 2012; Zhu and Shen, 2016). 

Finally, other measures of performance, such as corporate social responsibility, were brought into 

the analysis of the effects of diversity. According to Bear et al. (2010), Hafsu and Turgut (2013), 

and Arayssi et al. (2016), the presence of women and ethnic directors on boards have a significantly 

positive effect on CSR ratings because these directors tend to promote diversity programs across 

all levels of the company, and have a higher desire of providing philanthropic support to 
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communities. Since all the studies included in this review agreed on the fact that diverse 

boardrooms enhance CSR, it is safe to apply these findings universally.  

On the other hand, the impact of diverse boards on financial performance is still unclear. Some 

studies concluded that diversity on boards have a negative effect on financial performance due to 

their low representation in the presence of a high percentage of white male directors, causing their 

skills and knowledge to be ignored (Boubaker et al., 2014; Triana et al., 2014; Hassan et al., 2015; 

Dang and Nguyen, 2016; Bauweraerts et al., 2017). In contrast, other studies showed a positive 

relationship because the higher diversity levels found in boards, the higher financial ratios 

companies tend to achieve (Carter et al., 2003; Erhardt, Werbel, and Shrader, 2003). However, 

specific external factors need to be considered in order to observe these positive results. For 

example, cultural characteristics of countries regarding the acceptance level of women and ethnic 

minorities tend to influence this relationship, implying that patriarchal societies are not a good 

setting to observe their valuable contributions to boards (Rossi et al., 2017; Pechersky, 2016). 

From these results, I imply that board diversity itself is insufficient to determine the effects on firm 

performance because there are external factors and dynamics that indirectly affect this relationship. 

Therefore, a universal answer regarding this topic cannot be obtained due to the cultural 

differences found around the world.  

Future research is still needed on this area of study. First, scholars need to reexamine their 

assumptions about the nature of diversity. Defining diversity can be very complex, so their 

definition needs to be more specific and targeted to which type of diversity is being considered in 

the Board context. Once the type and concept of diversity is clearly identified, scholars can make 

better assumptions on how that diversity can impact, both positively or negatively, some measures 

of performance. Second, many of these studies relied on secondary data sources to perform their 
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analyzes. Therefore, the studies examining gender differences focus more on male versus female 

physical characteristics, presuming a strong correlation between being male and masculinity and 

being female and femininity. However, other studies have demonstrated significant characteristics 

between masculinity and femininity, and both males and females may differ in their possession of 

these characteristics (Kent and Moss, 1994). I recommend that future studies seek primary data to 

determine whether the effects that have been observed are a function of sex or gender, even though 

obtaining this data might be difficult. Third, most studies have focused on assessing whether or 

not the presence of diversity has an effect on performance. However, this causality may be in fact 

reversed, such that high-performing firms, in the case of financial performance, may be more able 

to add diversity to their Boards of Directors. Conyon and He (2017) started this proposition, but 

more data needs to be collected to come up with clearer results. In addition, the relationship 

between diversity and corporate social performance may reflect an underlying set of values, 

namely that a commitment to CSR might lead executive leaders to also seek a more diverse Board 

of Directors. Future research needs to clarify the fundamental nature of this relationship, admitting 

that there may not be a single unique causal structure.     
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