
1 

 

 

Department of Business and Management 

 

 

 

CORPORATE STRATEGY 

 

 

 

                     

THE INFLUENCE OF THE BOARD DIVERSITY ON THE FIRM 
PERFORMANCE 

 

 

 

 

 

 

 

  

 

 

 

SUPERVISOR          CO-SUPERVISOR 

Prof. Alessandro Zattoni                                                        Prof. Evangelos Syrigos  

____________________           ___________________  

 

 

 

 

  



2 

 

 

Candidate 

Davide Trinchese:709041 

______________________ 

 

 

 

 

 

ACADEMIC YEAR: 2019/2020 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



3 

 

ABSTRACT 

This thesis analyzes the influence of the board of director’s diversity on the firm performance to understand the 

firm performance consequences on a heterogeneous board composition. Specifically, the thesis starts reviewing 

previous studies implications and elaborating the testing hypotheses. Then the methodology is presented. The 

panel data includes companies of the STOXX EUROPE 600. The data are collected from Boardex, Orbis and 

Datastream. The study investigates on the association and on the relationship between firm performance and 

diversity variables resulting in an overall positive influence of the board diversity on the firm performance. We 

finally delve into the questions that shape the results of our analysis and by recognizing the limits of our 

research; we provide insights to conduct further research. 
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CHAPTER 1: INTRODUCTION 

1.1PROBLEM IDENTIFICATION 

The people that shareholders choose to manage a company or an organization compose the Board of directors. 

The Board of directors performs four main roles: control, service, strategy (Zahra and Pearce1989) and access 

providing resources. (Johnson et al.1996). The control role of the board consists on supervising management 

and protect the shareholder interests (Keasey & Wright 1993). Therefore, Dalton et al (1998) and Milliken 

(1999) summarize the Service role as the Board’s role of providing advice to the CEO participating to the 

strategy discussions and formulating strategic alternatives. Furthermore, the board strategy role consists on the 

one hand on monitoring, approving and reviewing the firm’s strategy whereas on the other hand on setting the 

company’s goals and values (Ingley & Van der Walt 2001). The last role of the Board of directors is to provide 

access to the resources (Hillman & Dalziel 2003). 

Nowadays, one of the most debated problems is diversity. Many authors have discussed about the diversity 

trying to understand if it has a positive impact on the firm performance. The benefits of the heterogeneity can 

be explained by referring to the agency and the resource dependency theories (Pechersky 2016). In fact, many 

authors have argued about the unique perspectives that diversity brings to the board (e.g., Arfken, Bellar & 

Helms, 2004); (Van der Walt, Ingley, Shergill, & Townsend, 2006). In particular, diversity allows information 

sharing that has a potentially positive effect on the board decision making. In this respect, Adams & Ferreira 

(2009) concluded that the board diversity increases the board monitoring causing a positive effect on the firm’s 

performance. Furthermore, Baysinger and Butler (1985) summarize that an efficient heterogeneous board is 

able to increase the firm’s Roe. Therefore, the positive diversity impact on the company’s performance is also 

discussed by the human capital theory that underlines as the diversity increases the company’s human capital 

attributes increasing the decision making abilities of the board (Carter et al 2010). Moreover, signalling theory 

categorizes diversity as a tool in order to indicate the organization’s desire to incorporate diverse interests and 

opinions reducing information asymmetry between stakeholders (Connelly et al 2011).  

On the contrary, for a long time, there has been the common idea that affable places where board directors were 

like-minded and knew each other well could have had a financial benefit for the firm. In fact, diversity can lead 

to communication problems among board members (Ruigrok et al., 2007). Conversely, homogeneity within the 

board could lead to similar perspectives, reducing the risk of subgroups splitting (fault lines) and of tensions 

inside the board. Fault lines intensify intragroup conflict and negatively affect intragroup trust and respect as 

well as Information sharing & knowledge exchange. Fault lines increase subgroups competitiveness and divert 

the group’s attention from meeting its goals decreasing the board performance (Van Peteghem 2018). Moreover, 

the social identity theory highlights that people tends to categorizes themselves interacting with people of the 
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same identity group that increases the likelihood of exclusion of those that are different in terms of gender, race 

and ethnicity. (Ibarra, 1995; Ely, 1994; Mor Barak et al., 1998)  

We will draw attention on the gender, cultural and educational diversity that more and more have called the 

attention of authors in literature and that are part of the daily debate. In particular, the willingness to have a 

child is the main reason why women choose different educational and occupational choices (Chevalier 2007). 

So for these reasons and because of a lower experience women make up only the 10% of the Bod members. 

These data are negatively correlated to the goal of the organizations of enhancing talents and on the necessity to 

guarantee equal opportunities to men and women (Smith 2014). 

Therefore, as regarding to the Cultural diversity there are different conditions under which cultural diversity 

enhances or detracts from work group functioning. (Ely and Thomas 2001). Many authors focus on the positive 

effects of cultural diversity as a source for learning thanks to the integration of core work and the sharing of 

different life experiences, knowledge, and insights. (Richard 2000, Carpenter 2002; Oxelheim and Randoy 

2003; Nielsen and Nielsen 2013). On the contrary, some others point out that negative aspects of the cultural 

diversity represent a source of tensions and conflict that reduces decision-making and problem solving firm’s 

abilities (Doney et al., 1998) 

Furthermore, for what concerns educational diversity, it can be considered as the different set of skills, tasks, 

knowledge and abilities possessed by the board members as a function of their educational background (Dahlin 

et al. 2005). On one hand, many authors underline the negative impact of the board educational diversity on firm 

performance (Adnan et al 2016). On the other hand, some many others explain the positive impact of the Board 

of director’s diversity on the firm performance taking into consideration the educational background of the BOD 

(Eulerich, Velte, and van Uum 2014; Mahadeo et al. 2011). 

In conclusion as well as the study of Bassett-Jones (2005) suggests there are pros and cons of Board diversity. 

In fact, board can be a firm competitive advantage allowing open discussions and higher perspectives within the 

Board but conversely, it can also reduce communication, complicate decision-making processes, and increase 

the risk tensions inside the board. Hence, building on these perspectives, this study seeks to asses if the board of 

director’s diversity affect the firm performance. Furthermore, the research question by which we are 

investigating on is: “What is the effect of the Board diversity on firm performance “.  

This thesis has the goal of providing contribute to the literature focusing on the diversity in terms of gender, 

cultural and education focalizing the attention on European globalized firms. The conceptual model focuses on 

the impact of the board of director’s diversity on the firm performance. The independent variables are the board 

of director’s gender, cultural and educational diversity whereas the dependent variable is ROA. The correlation 

analysis allows understanding if there are positive or negative associations among the variables whereas the 

https://journals.sagepub.com/action/doSearch?target=default&ContribAuthorStored=Ely%2C+Robin+J
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regression analysis studies if there are positive or negative relationships between the variables examined. 

Furthermore, the p value test examines whether the associations are statistically significant or not and so if the 

hypotheses are confirmed or rejected. 

The correlation analysis results in a significant negative association between ROA and the board gender 

diversity probably due to the childbearing and the consequent lack of experience of the women directors, a 

positive association between ROA and educational diversity. The regression analysis turns out to a significant 

positive relationship between cultural and educational diversity on ROA. 

The implication of the analysis shows an overall positive impact of the diversity on the firm performance 

measures. In conclusion, the analysis illustrates that there are not reasons to discriminate, in line with the vision 

of guarantee equal opportunities regardless gender, culture and education.  

The thesis outline is divided into four main chapters that are structured as follows: 

Chapter 1 that we have just discussed is dedicated to the problem identification and the research question. 

Chapter 2 illustrates the theoretical framework. It has the goal of summarizing many authors’ discussions about 

the main point of the topic: 

The Board diversity’s influence on the firm performance. So starting from an explanation of what the board of 

director is, how it is structured and which are the roles and responsibilities of the board, we moved on how the 

board influences the firm performance focusing our attention on diversity. 

Chapter 3 concentrate on illustrating the methodology of this research thesis including the way by which data 

are collected and analysed. Chapter 4 shows all the empirical results derived from the study and their 

implications, and gives recommendation for future research. 
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CHAPTER 2: LITERATURE REVIEW 

2.1 BOARD OF DIRECTORS 

2.1.1 BOARD’S COMPOSITION 

The board of directors is a group of people that monitors the governance and the overall functioning of 

an organization (Carroll and Buchholtz, 2014). The board power and responsibilities are determined by the 

regulations that are defined by the organization. The statute of the company specifies which the number of the 

members of the board is, in which way they will be chosen and when they have to meet. The board is like the 

“middle man” between the shareholders and managers whose goal is monitoring and providing advice to 

increase the firm performance (Hillman, 2015).  

The directors can be classified as: 

Executive director: A director is considered executive if he is involved in the day-to-day management of the 

company or being in the full-time salaried employment of the company (or its subsidiary) or both. The principal 

function of the executive directors is to ensure the fairness and the transparency of the information. Therefore, 

they have to get the company’s access to the resources striking a balance between their management of the 

company and their fiduciary duties. 

Non-executive director: The non-executive directors have to provide an objective judgment without getting 

involved on the company’s issues. Hence, the non-executive directors are independent by the firm’s 

management assets like strategy, sustainability, performance, transformation, diversity, resources, and standards 

of conduct, employment equity, and evaluation of performance.  

Independent director: “Independent Director” means a Director who is not getting involved in any direct or 

indirect material relationship with the Company’ members other than the Board directors. Hence, it does not 

have any material or pecuniary relationship with the company or to related persons. 

2.1.2 BOARD’S ROLES AND RESPONSIBILITIES 

Zahra and Pearce (1989) identify three board roles: service, strategy and control, while Johnson et al. (1996) 

have included the access providing resources role.  

The Board’s Control Role  

Many authors have discussed the board’s control role. Kasey & Wright (1993) categorize such role as the 

function of monitoring and protecting the shareholders’ interests. In the same vein Van den Berghe & Baelden 

(2005) debate, that monitoring is the principal function to ensure an internal control. Mizruchi (1983) discusses 

about the control role as the Board’s ability of management removing. Similarly, Johnson et al., (1996) identify 
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the control role of the board as a fiduciary role in monitoring managers and the consequent responsibilities for 

hiring and firing the company management included the CEO. Therefore, Baysinger and Hoskinsson (1990) 

divide the board’s control role in two forms: strategic and financial. The strategic functions consist on the 

assessment of the strategical initiatives whereas the financial function consists on the review of the financial 

performance of those initiatives. Hendry and Kiel (2004) argue about control, as the mechanism to simplify the 

organizational renewal and to facilitate the innovation process.  

The Board’s Service Role  

Dalton et al (1998) and Milliken (1999) categorize the Service role as the Board’s function of providing advice 

to the CEO participating to the strategy discussions and formulating strategic alternatives. The advising function 

shows the importance of the counselling and mentoring skills of the board of directors in addition to the 

monitoring abilities (Ben-Amar, Francoeur, Hafsi, & Labelle, 2013). Zahra and Pearce (1989) argue about the 

service role as the Board’s function of establishing relationship with the external environment to increase the 

Board’s reputation. This process is facilitated thanks to the meeting participation (Stiles & Taylor, 2001). 

Hence, the Board of directors must interface to the stakeholders other than to the shareholders (Freeman, 1984).  

The Board’s Strategy Role  

The board strategy role consists on the one hand on monitoring, approving and reviewing the firm’s strategy 

whereas on the other hand on setting the company’s goals and values (Ingley & Van der Walt 2001). The board 

contributes to the firm’s value creation formulating strategic decisions (Schmidt and Bauer 2006) and ratifying 

the management’s goals and plans (O’Neal and Thomas 1995). Stiles and Taylor (2001) underline as the 

strategic role of the board includes the identification of the firm’s business, the mission and vision development 

and the competitive environment threats and opportunities assessment ensuring the alignment between the 

strategic direction and the strategic actions that are undertaken by the executive management. The strategic 

control of the board consists on a formal and informal influence over the management based on consultation, 

implementation and evaluation of the strategy (Hendry and Kiel 2004).  

The Board’s Access to Resources Role  

The last role of the Board of directors is to provide access to the resources (Hillman & Dalziel 2003). The 

resource provision role consists on guarantee access to the resources thanks to the network of relationship that 

the board is able to set with the stakeholders (Xanthopoulou et al 2007). So, the composition of the board 

previously described should not only be examined considering quantitative terms like the percentage of 
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executive directors inside the board but also in qualitative terms like skills, experience and board’s knowledge. 

(Westphal and Fredrickson, 2001; and Certo, 2003) 

2.2 BOARD DIVERSITY 

2.2.1 BENEFITS AND CONS 

The board can be affected by the demography of the board members (Post and Byron, 2015). Board diversity 

means a heterogeneity in the composition of the board considering factors like gender, culture and education 

(Muller & Parham, 1998). The board diversity benefits have been investigated by the agency and resource 

dependency theories (Pechersky 2016). 

According to agency theory, the management of the company is considered as opportunistic. Therefore, agency 

theory proposes to create a monitoring body in order to protect the interests of the shareholder. In fact, the 

Board of directors directly represents shareholders and it has the controlling and monitoring function in order to 

protect them. Hence, diversity is considered as a benefit in order to protect shareholders’ interests. Much of 

literature suggests that board diversity may produce better monitoring and controlling. Diversity in terms of age, 

culture and gender will lead to diverse views and consequently to diverse perspectives and a higher board 

independency (Alvarez et al., 2009). On this basis, the control potentially is better if the board is composed by a 

higher proportion of external directors and by a greater diversity (Carter et al., 2002).  

On the other hand, the resource dependence theory focalizes the attention not only on the supervising role of the 

board of directors but also on the interconnection with the external business environment. The resource 

dependence theory considers firms as an organizational body that is interconnected with the business 

environment and requires certain resources exchange in order to compete and prospering. Hence, the board 

diversity represents the different resources that allow staying competitive, strong, and prospering providing 

unique contributions to the strategic decision-making. In addition, the board diversity provides a heterogeneity 

in terms of abilities, knowledge, and perspectives that are necessary for the problems resolution. The positive 

effect of the board diversity on the firm performance is also supported by the human capital theory. Carter et al 

(2010) underline as the diversity increases the firm’s human capital attributes increasing the firm’s decision 

making an innovation ability. Therefore, diversity can be exploited as an organizational signal to indicate the 

organization’s desire to incorporate diverse interests and opinions reducing information asymmetry between 

stakeholder (Connelly, Certo, Ireland & Reutzel, 2011). So, the signaling theory explains as the heterogeneous 

board composition can allow firms to gain reputation." (Miller & del Carmen Triana, 2009). 

Many authors have investigated on the board diversity cons. The social identity theory focuses on the 

relationship between individual identity and social structures that leads people to categorizes themselves and 
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interact with individuals of the same identity group. (Tajfel, 1982; Turner 1987).  Social identity means the 

individual’s membership to a social group and the consequent sharing of activities and stereotypical perceptions 

(Ashforth & Mael, 1989). The process by which people compare themselves to the others is called social 

comparison. The group’s differentiation due to the social category diversity leads to social discrimination 

against the others member’s groups (Taylor & Moghaddam, 1994) that increases the likelihood of exclusion of 

those that are different in terms of gender, race, and ethnicity. (Ibarra, 1995; Ely, 1994; Mor Barak et al., 1998). 

Therefore, in conclusion Milliken and Martins (1996) indicate that this process leads to a significant relationship 

between diversity in terms of gender and culture and consequent exclusion from important workplace 

interactions due to the discrimination. Social categorization means the demographically homogeneous 

subgroups separation, which differ one from another. (Van Knippenberg, Dawson, West, & Homan, 2011). In 

fact, diversity can split the board into subgroups, which may negatively affect the Group   dynamics   by   

instigating   directions   and   hampering   decisions. Strong fault lines negatively affect board performance by 

reducing information exchange and the effective communication between directors and by instigating frictions 

and negative group dynamics. Stronger   fault lines   are negatively   associated   with   board performance 

lowering the firm performance and the CEO   turnover therefore it has a direct effect on the CEO compensation 

resulting on an abnormal one whereas a more balanced distribution of directors, diversity of characteristics 

across board members, increases the group performance. Therefore, the subgroup formation is explained by 

social identity and categorization theories, which argue that individuals tend to select persons whom they 

perceive to be similar to themselves when they interact with other group members.  

The fault line can be divided into two subgroups:  

The Fault line strength that measures the degree to which members of a subgroup share the same characteristics 

and represents the degree of cohesion within a subgroup and it measures the self-awareness of the subgroups. 

The Fault line distance that shows how   far   apart   subgroups   are   on   various   member  

Characteristics focusing on the differences between subgroups, which may escalate antagonistic subgroup 

interactions  

The results on the effects of fault lines on group performance are remarkably consistently strong: 

In fact, Fault lines intensify intragroup conflict and negatively influence intragroup trust and respect as well as 

Information sharing and knowledge exchange. In conclusion, Fault lines increase subgroups competitiveness 

and divert the group’s attention from meeting its goals so that the board performance decrease. Another result is 

the negative association between fault lines and the effectiveness of management monitoring that negatively 

impact on the board performance. The generation of the conflict reduces the communication flow and the 

information sharing negatively influencing the quality of decision-making process (Van Peteghem 2018).  
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This view is in line with the so-called pessimistic view that underlines the negative correlation between the 

board diversity and the board communication, cohesion and the monitoring abilities of the board (Pfeffer, 1983; 

O’Reilly et al., 1989; Zenger and Lawrence, 1989).  Board diversity requires high communication efforts in 

order to satisfy the needs of different employees (Hambrick et al. 1996, Knight et al. 1999, Treichler 1995). 

Furthermore, the realistic conflict theory provides a negative contribute to the effect of the diversity on the firm 

performance assuming that the selfish people driver is the maximization of their rewards to the detriment of the 

others (Sherif, 1966). These authors underline all the potential negative effects due to the integration of different 

resources and the consequent negative impact of the diversity on the firm performance. 

However, the multiple empirical research does not provide any conclusive evidence on the influence of diversity 

on the financial performance. In fact, many aspects like the economic, cultural and gender that differs county by 

country affect the financial performance. In conclusion, there is not an empirical evidence that can be applied 

universally. Hence, diversity has to be considered as a social benefit and it has to be applied in specific 

situations rather than in a universal one. 

2.2.2 GENDER DIVERSITY AND FIRM PERFORMANCE 

Gender diversity is one of the main discussed arguments in literature. Even if there are different reasons that 

justify the gap in wages between men and women about half of the gap still is unexplained.  

Many authors have analysed the benefits of the gender diversity: 

Terjesen, (2015) has observed that women have a better overview of the complex tasks and a higher presence to 

the board meeting. Carter et al (2003) have discussed as a women absence inside the board imply a much lower 

quality than if the candidates are chosen selecting the best mix between men and women. Campbell and 

Minguez-Vera (2008) has studied the relationship between gender diversity and financial performance for 

Spanish firms finding that gender diversity has a positive effect on firm performance. Therefore, Kumar and 

Zattoni (2018) identify three social themes about the gender diversity: 

 the “business case”; the positive effect of the gender diversity on the board decision alternatives; the” 

individual justice”; the necessity of ensure an equal treatment of the people; the “social justice” by which 

because of the women are half the population they have to occupy the half of the board positions. 

Hence, women make up only the 10% of Board member causing a huge loss in terms of talent, educational 

investment and in terms of fairness and equal opportunity. Smith (2014) has investigated on the pros and the 

cons of the gender diversity: 

On the one hand, diversity can improve quality of decision-making adding new perspectives to the discussion. 

Women might have a better understanding of market, company’s image, legitimacy, shareholder value and 

performance. Therefore, women in top positions can act as role models for lower-level females and they can 



14 

 

create a positive economic effect on talent pool that has as direct consequence an increasing of the 

organization’s efficiency and productivity. Women’s presence inside the bod increases the involvement in the 

strategic decisions of the company. Moreover, it has been showed that Boards with larger percentage of female 

members have a better attendance rates and they are more prepared to fire CEO or reduce the CEO 

compensation reducing the CEO power. 

On the other hand, the cons are: 

Disagreement and conflict lead to long discussions and communication problems reducing board efficiency. 

Especially because male majority board considered females to be less qualified. Therefore, if the board already 

has an optimal composition the binding quotas can alter the board composition making it less optimal. Talent 

pool of female executives is limited in some countries causing a need to accept lower talent women. The 

necessity of accepting lower talent women could lead to a less efficient board composition in terms of 

Experience that has a negative correlation to the board abilities skills. 

Smith’s underlines as in order to reduce the bod gender gap it is necessary to increase the possibility to learn on 

the job to reduce the costs of accepting less experienced board members. In fact, Smith’s study shows that there 

is the same level of formal education between women and men but a less experience in senior management 

positions. Even countries with female-friendly policies do not tend to have better qualified women. 

Goldin and Rouse (2000) have analysed that women follow social expectations, and choose careers that reduce 

the likelihood of discrimination or allow them to fulfil commitments (e.g., childcare). One of the main reasons 

found is the Motherhood gap: a wage penalty OF 10% is observed for mothers compared with childless women. 

The motherhood gap impact on three factors: education, occupation and career expectations generating three 

different effects: the subject effect, the occupational effect and the Character trait effect (Chevalier 2007) 

The subject effect: 

The subject effect underlines that the men’s returns are higher than the women one especially for  

Arts and education graduates. This finding does not indicate that female graduates earn more than their male 

counterparts do, but rather it indicates that higher education reduces the gender wage gap. Men and women 

makes different choices at university and in their early career. In fact, one of the main reasons of the gender gap 

is because men choose subjects with high financial returns while women are more risk-averse, and tend to 

choose highest affinity subjects with the greatest prospects of graduation. 
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The occupational effect: 

 Women tend to work in public sectors/occupations associated with lower wages because of generally speaking 

they prefer working part-time in order to spend more time for the family. So, usually women tend to work in the 

public sector whereas on the other hand men prefer jobs that allow reaching higher compensation but less time 

useful to take care of children. 

The Character trait effect: 

Leadership, motivation, self-esteem, aggression, beauty and cleanliness are among the traits positively 

correlated with wages, but their impact differs by gender. Women may have a greater dislike for negotiation and 

for competition, which would lead to lower reservation wages. Character traits, whose returns and probability 

differ by gender, are willingness to do a socially useful job, expectations on making a career change, taking a 

career break and expecting the partner to do so. Character traits and expectations differ by gender: women are 

more altruistic and value their job environment whereas men are more selfish, career-driven and financially 

motivated. In conclusion, a large proportion of the gender wage gap can be accounted for when introducing 

variables on educational and occupational choices as well as character traits. 

Childbearing expectation is the main driver of the gender wage gap. Women with a stronger preference for 

childbearing earn less even before their fertility decision is observed, partly due to reduced job search. Hence, 

because of childbearing strongly influence the women experience resulting in a negative impact of the gender 

board diversity on the firm performance the hypotheses tested are: 

H1: Board gender diversity is negatively related to the ROA 

2.2.3 CULTURAL DIVERSITY AND FIRM PERFORMANCE 

Nowadays the mentality of people has changed, we live in a more and more globalized world where people 

always more accept the cultural differences and they have relations with everyone maintaining a mutual respect 

towards them. One of the most discussed themes in terms of board diversity is if the cultural diversity has a 

positive effect on the board efficiency and so on the firm performance. Ely and Thomas (2001) have 

investigated on the conditions under which cultural diversity enhances or detracts from work group functioning  

In the previous chapter, we have examined the fault-line: the splitting of subgroups inside workgroups that lead 

to a loss of efficiency. For this reason, also the Bod being a work group could lose efficiency due to the different 

cultural perspectives. 
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Ely and Thomas identifies three different perspectives on workforce diversity:  

-The integration-and learning perspective 

 -The access-and-legitimacy perspective 

-The discrimination-and-fairness perspective.  

All three perspectives on diversity had been successful in motivating managers to diversify their staffs, but only 

the integration-and-learning perspective provides the rationale and guidance needed to achieve sustained 

benefits from diversity.  

The integration and learning perspective finds a reason for diversifying to inform and enhance core work and 

work processes. The cultural identity is a resource for learning thanks to the integration of core work and work 

processes. Therefore, the connection between the cultural diversity should be implemented throughout the work 

and the sharing of different cultures is considered as a resource of learning and as a progress indicator. The 

intergroup relations have a positive effect on the group functioning allowing open discussions and different 

points of view. Therefore, this perspective underlines that the employees have to respect each other and 

characterizes as the real source of value the learning and the teaching. The group functioning is enhanced by 

cross cultural exposure and learning and by work processes designed to facilitate constructive intergroup 

conflict and the exploration of diverse views. By this perspective, cultural diversity is a potentially valuable 

resource that the organization can use, not only at its margins, to gain entree into previously inaccessible niche 

markets, but also rethinking and reconfiguring primary tasks. This perspective is based on the assumption that 

cultural differences give rise to different life experiences, knowledge, and insights, which can inform alternative 

views about work and how best to accomplish it. In the work groups, the racial diversity encourages group 

members to discuss openly their different points of view considering diversity as opportunities for learning. This 

process communicates to all employees that they were valued and respected and it encourage them to value and 

express themselves as members of their racial identity groups. Following this point of view, many authors have 

found a positive relationship between cultural diversity and firm performance. (Richard 2000; Carpenter 2002; 

Oxelheim and Randoy 2003; Nielsen and Nielsen 2013).  

The Access and legitimacy perspective considers the diversification as a tool to gain access to diverse markets 

and clients. The cultural identity value is a resource only if it positively moderates organization and 

market\clients to gain access and legitimacy. The connection between the cultural diversity and work is indirect 

because it is based on the race division of labour to enhance access and legitimacy. An indicator of progress is 

the increased representation of the traditional under-represented groups. The access and legitimacy perspective 

characterizes the conflict resulting from differential power and status accorded by different races and functions. 
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This perspective suggests a perceived devaluation of the functions staffed predominantly by people of colour. 

Therefore, the racial identity at work is considered a source of ambivalence. The group functioning is enhanced 

by the increased access and legitimacy and it is inhibited by the lack of learning and exchange between racially 

segregated functions. By this perspective, cultural diversity is a potentially valuable resource, but only at the 

organization's margins and only to gain access to and legitimacy with a diverse market. However, the 

interracial/interfunctional tensions appeared to inhibit learning and people's ability to be maximally effective in 

their work 

Lastly, the discrimination and fairness perspective considers the racial identity at work a source of 

powerlessness. The employees of colour feel disrespected and devalued as members of a minority characterized 

by an imbalance of power for the minority groups. The discrimination and fairness perspective argue that the 

group functioning is inhibited by the low morale of the employees, by the lack of cross-cultural learning and the 

inability of the employees of colour to bring all the relevant skills and insights to bear on work. By this 

perspective, the cultural diversity is a mechanism for ensuring equal opportunity, fair treatment, and putting an 

end to discrimination; it articulates no links at all between cultural diversity and the group's work. Racial 

identity thus became a source of apprehension that makes difficult for people to bring all relevant skills and 

insights to bear on their work, thus compromising their common learning skills. Following this point of view 

cultural diversity has as a direct consequence a slower and confused communication (Doney et al., 1998) that 

negatively impact on the firm’s ability to solve problems and to take decisions (Alder 2008) blocking an 

efficient and fast conflict resolution (Doney et al., 1998;). 

In conclusion, Dodd, Frijns and Garel (2016) have investigated about the impact of the cultural diversity on the 

corporate social performance. The study underlines that the board cultural diversity is positively associated with 

corporate social performance, consistent with the view that board cultural satisfy the stakeholder’s needs. In 

particular, this positive relation suggests, as the corporate social performance is necessary to generate value 

because it allows a differentiation from competitors. Therefore, the analysis underlines that the impact of board 

cultural diversity on CSP is present in firms with boards that are diverse in other areas, confirming the important 

role of diversity beliefs. In conclusion, the cultural diversity is not likely to be a consequence of tokenism or 

signalling. Hence, the necessity of cultural diversity inside workgroup and specifically inside the board of 

directors can ensure a higher efficiency and a higher corporate social performance that is more and more 

important for the firm’s finance and as a tool of differentiation from competitors. 

H2: Board Cultural diversity is positively related to the ROA 
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2.2.4 EDUCATIONAL DIVERSITY AND FIRM PERFORMANCE 

Educational diversity is the different set of relevant skills, knowledge and abilities possessed by group members 

as a function of their educational background Dahlin et al. (2005).  Therefore, because as we have just said 

before the board of directors is characterized by important functions and by the activity of monitoring any 

element of the core business a high level of education is often required. 

 Moreover, in doctrine is debated if an inhomogeneous group of people with different skills and background can 

have a positive correlation with the firm performance.  Ahern and Dittmar (2012) have observed the negative 

impact of the educational diversity on the firm performance. This negative effect of the board educational 

diversity could be caused by group conflicts and tensions inside the board that alter the board dynamics 

(Petrovic, 2008) leading to animosity between the members of the board, negatively influencing the firm 

performance (Simons and Peterson, 2000). Therefore, a great body of authors suggests that a board that consists 

of higher educated people will result in lower corporate performance (Adnan et al 2016; Fidanoski et al 2014). 

Many studies underline not significant relationship between the firm performances and educational diversity. 

Bathula (2008) has studied educational diversity with specific linkage between board members with PhD 

holders and non-PhD holders and their impact on firm’s performance. He used samples consisting of BODs on 

156 listed firms on New Zealand Stock Exchange for four years’ time, from 2004 to 2007.  Evidences show that 

the presence of PhD qualified members on board negatively affect the firm’s performance. Therefore, PhD not 

add any value to the firm’s performance even when supported by knowledge and skills of research and analysis.  

Furthermore, Bhagat et al. (2010) underline a weak relationship between educational diversity and firm 

performance. The results of the analysis show that there is no strong evidence of a linkage between directors 

(CEO) education and firm performance. Therefore, the result is weak and statistically insignificant. Therefore, 

also (Miller and Del Carmen Triana, 2009; Rose 2007) have found no relationship at all between the board 

educational diversity and the firm performance. 

In conclusion, most authors focalize the attention on the positive aspects of the educational diversity. Cannella 

et al (2008) show as the intrapersonal functional diversity, and the diversity within member breadth of 

functional experience, positively affect firm performance. Therefore, Camelo et al. (2010) underline a positive 

relationship between top management educational diversity and innovation performance. Mahadeo et al. (2011) 

identify on the one hand a positive significant correlation between the board size and educational diversity. 

Therefore, on the other hand it shows a positive correlation between educational diversity and gender diversity. 

Bantel (1993) finds that greater education and functional background diversity in top management teams led to 

better strategic decision-making. Similar results are reported by Pelled (1999) finding that both educational level 
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and cognitive diversity are associated with a positive influence on the firm performance. Kumar and Zattoni 

(2013) underline as highly educational directors can share information, resources and knowledge-bringing 

company’s benefit). These studies are in line with Rose (2007) that highlights, as diversity can be positive signal 

to potential job applicants, attracting qualified persons outside the circles from which board candidates are 

usually recruited providing a positive signal to the firm’s environment and increasing firm’s reputation. Hence, 

we expect that the education of the board have a positive effect on the firm performance. 

H3:  Board Educational diversity is positively related to the ROA 

2.3 CONCEPTUAL MODEL 

The conceptual model in figure 1 lead to answer the central research question of the thesis: 

“How the board of director’s diversity influence the firm performance?" 

The study focus on the impact of the board of directors on the performance measure ROA. Therefore, the 

independent variable is the board of director’s diversity whereas the dependent variables are ROA.Gender 

diversity, cultural diversity and educational diversity are the dependent variables examined. Therefore, board 

size; firm size; board independence and board experience have been introduced as control variables. Hence, the 

goal of the study is to analyze if the gender, the cultural and the educational diversity have a positive, negative 

or not significant impact on the firm performance 
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FIGURE 1: CONCEPTUAL MODEL 
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CHAPTER 3: METHODOLOGY 

3.1 SAMPLE AND DATA COLLECTION 

The sample analysed is the STOXX 600 index. The STOXX 600 is a European index developed in 1998 that 

has a 600 companies fixed number of 17 European nations: Portugal, France, Switzerland, Germany, Poland, 

Sweden, Austria, Spain, Denmark, Ireland, Finland, Luxembourg, Netherlands, Italy, Norway, Belgium and 

Spain that are summarized in the Table firm’s country description. The main reason to investigate on this index 

is that it allows focusing on many companies of different countries reducing the limitation of investigating only 

on few nations not being able to make the obtained results generalizable. (Kang et al., 2007).  

Initially, the board diversity characteristics (gender, culture and education) have been collected using Boardex 

and DataStream databases whereas the firm performance characteristics have been gathered using Orbis 

database. The Panel data analysed is characterised by the same measures observations over several times. The 

600 companies are analysed over the years (t=2014, 2015, 2016, 2017, 2018). Panel data allows eliminating the 

unobservable heterogeneity providing a reliable data picture (Gordini & Rancati, 2017; Campbell & Mínguez-

Vera, 2008; Carter et al., 2003) allowing to extract in more detail the variables information’s (Gujarati and 

Porter 2009).  

TABLE 1: FIRM’S COUNTRY DESCRIPTION 

COUNTRY NAME COUNTRY FIRMS 

AT AUSTRIA 8 

BE BELGIUM 17 

BM BERMUDE 1 

CH SWITZERLAND 50 

DE GERMANY 75 

DK DENMARK 23 

ES SPAIN 25 

FI FINLAND 16 

FR FRANCE 82 

GB ENGLAND 150 

IE IRLAND 8 

IT ITALY 32 

LU LUXEMBOURG 2 

NL NETHERLANDS 27 

NO NORWAY 17 

PL POLAND 7 

PT PORTUGAL 3 

SE SWEDEN 58 

ZA SOUTH AFRICA 1 
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3.2 DEPENDENT VARIABLES 

The study focuses on the impact of the board of directors on the performance measure ROA.  

ROA: The Return on Assets index is a profitability indicators calculated dividing the net income by the book 

value of total assets (ROA= Net Profit/ Total Assets). ROA gives an idea of the company’s abilities to make 

profitable all the company’ assets creating wealth for the investor. Therefore, the greater the ROA is and the 

greater the valorization of company assets will be. Moreover, conversely to the ROE it takes into account the 

levels of debt but, on the contrary, decreasing as well as liabilities increase. (Hagel, Brown Seely & Davinson, 

2010). In conclusion, ROA is widely analyzed because it indicates the firm’s ability to generate profit 

measuring the accounting income (Campbell & Mínguez-Vera, 2008; Carter et al., 2010; Mahadeo et al. 2012) 

3.3 INDEPENDENT VARIABLES 

This thesis analyses three different independent variables: the gender diversity, the cultural diversity and the 

educational diversity. Gender diversity is the ratio between the total numbers of women directors and the total 

board directors. (Mahadeo et al. 2012; Adams & Ferreira 2009; Carter et al. 2003; Shrader et al. 1997). Cultural 

diversity is the percentage of directors that have a cultural background different from the location of the 

corporate headquarters (Dodd, Frijns and Garel 2016; Richard 2000). Educational diversity is the proportion of 

directors that have an achievement (Bathula 2008; Mahadeo et al. 2012). 

3.4 CONTROL VARIABLES 

In order to control the factors that influence the firm’s performance the board’s size and the firm’s size are 

included into the regression analysis.  

The board size is the total number of directors inside the board. This measure is largely used in order to analyze 

the relationship between the board diversity and the firm performance (Mahadeo et al., 2012). The board size 

sign is not clear. In fact, on the one hand many authors debate that a small board can increase the firm’s 

performance due to agency problem and tensions risk inside the board (Carter et al., 2010).  On the other hand, 

the presence of a higher variety of abilities and knowledge inside the board can have a positive effect on the 

firm’s performance resulting in a better problem resolution and decision-making. (Campbell & Mínguez-Vera, 

2008; Hermalin, 2003).  

The firm size is the total firm’s assets (Campbell & Mínguez-Vera 2008; Carter et al. 2010, 2003). Many 

authors suggest that firm size has a positive influence on the firm performance because of the economies of 

scale. (Labelle et al., 2015; Richard, 2000). Therefore, larger firms can easily access to the external capital 

resources increasing their earnings (Labelle et al., 2015). Conversely, many others suggest a negative 
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relationship between the firm size and the firm performance because of the information asymmetry that leads to 

conflicts of interest inside the company. (Campbell & Mínguez-Vera, 2008) 

Board independence is the percentage of firm’s strictly independent board members ( not employed by the 

company, not served on the board for more than ten years ; not a reference shareholder with more than 5% of 

holdings; no cross board membership; no recent ; immediate family ties to the corporation; not accepting any 

compensation other than compensation for board service). Moreover, the Board independence can ensure the 

effectiveness of the board monitoring (Berghe and Baelden 2005) due to a not direct involvement in the firm’s 

business of the directors. (Pearce and Zahra 1992). On this vein, many authors have found a positive 

relationship between the board independence and the firm performance measures. (Leung, Richardson and 

Jaggi, 2013; Pearce and Zahra 1992; Dalton et al. 1998; Finegold et al. 2007). However, conversely removing 

inside directors could have a negative consequence on the firm performance depriving the company of specific 

knowledge reducing the firm’s performance. (Baysinger and Hoskisson 1990). Therefore, on this line many 

authors found out a negative relationship between board independence and firm performance (Bhagat 2001; 

Daily and Dalton 1992; Park and Shin 2004; Singh and Davidson III 2003). Furthermore, some others studies 

found not relationship at all between the board independence and the firm performance (Hermalin and Weisbach 

1991) 

The ESG Datastream glossary defines the Board experience as the company strives to maintain a well-balanced 

board through an adequate representation of experience and expertise on the board. Therefore, this parameter is 

measured considering the Board diversity company’s policy: the ability of the company of setting measurable 

objectives for achieving a diversity in terms of gender, race, ethnicity, age and geography. Furthermore, Finkle 

(1998) has analysed the experience as the director’s reputation measured in terms of board influence, 

managerial experience and age. Moreover, board experience should have a positive effect on the director’s 

decision-making attention (Johnson et al. 2013) resulting on a positive influence on the firm performance 

(Cabrera-Suárez and Martín-Santana 2015; De Andrés et al. 2005). 

In conclusion the table 2: variables description summarizes the variables types, measurements and reference 

examined.  

3.5 ANALYSIS METHODOLOGY 

The goal of this thesis is to analyze if board diversity impact on the firm performance. These relationships is 

examined thanks to the statistical software Stata. First, the descriptive analysis allows understanding if there is a 

distortion between the data. Secondly, the correlation analysis studies the variables association and if there is 

multicollinearity between the independent variables. Moreover, the Variance inflation factor analysis (VIF) tests 
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the independent variables collinearity. In conclusion, the regression analysis tests the variables relationship and 

the p value test explains if the relationship examined are significant.  

TABLE 2 VARIABLES DESCRIPTION 

VARIABLES VARIABLES 

TYPES 

MEASUREMENTS REFERENCE 

ROA DEPENDENT Net Profit/ Total Assets Campbell & Mínguez-Vera, (2008); Carter 

et al., (2010); Mahadeo et al( 2012) 

GENDER 

DIVERSITY 

INDEPENDENT The ratio between the total numbers 

of women directors and the total 

board directors. 

Mahadeo et al. (2012); Adams & Ferreira 

(2009); Carter et al. (2003); Shrader et al.( 

1997); Heidrick and Struggles (2014) 

CULTURAL 

DIVERSITY 

INDEPENDENT the percentage of directors that have 

a cultural background different from 

the location of the corporate 

headquarters 

Dodd, Frijns and Garel (2016); Richard 

2000 

EDUCATIONAL 

DIVERSITY 

INDEPENDENT the proportion of directors that have 

an advanced background level 

Mahadeo et al( 2012); Bathula (2008) 

BOARD SIZE CONTROL the total number of directors inside 

the board 

Carter et al. (2010, 2003); Mahadeo et al. 

(2012) ;Adams & Ferreira (2009); Campbell 

& Mínguez-Vera (2008); Richard (2000) 

FIRM SIZE CONTROL the total firm’s assets Campbell & Mínguez-Vera, (2008); 

Hermalin, (2003); Carter et al. (2010, 2003). 

BOARD 

INDEPENDENCE 

CONTROL the percentage of firm’s strictly 

independent board members 

Pearce and Zahra( 1992); Dalton et al. 

(1998); Finegold et al.( 2007) 

BOARD 

EXPERIENCE 

CONTROL the company strives to maintain a 

well-balanced board through an 

adequate representation of experience 

and expertise on the board 

Finkle (1998); Johnson et al. (2013) 
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CHAPTER 4: RESULTS 

4.1 DESCRIPTIVE STATISTICAL ANALYSIS 

The Descriptive statistical analysis table investigates on the variables range; mean; median; standard deviation 

and percentile allowing analysing if there is a data distortion. 

ROA evidences a mean of 5.9% underlining an average positive value for the examined companies in line with 

the researches of (Rancati 2017; Mínguez-Vera 2008). Therefore, the range is from -23.2% and 51.9% that turns 

out on a large difference company’s value.  The average is 5.9% and the median is 4.7% so there is not a high 

distortion in the data. 

Gender diversity is the ratio between the total numbers of women directors and the total board directors. The 

Variation range is from 0% to 66.7 %. It means that there is a high difference as regarding to the gender board 

composition. The average composition of the board is 28.2 % in line with the study of (; Adams & Ferreira 

2009). The result shows a higher percentage composition of men directors. Therefore, there is not a distortion 

between the data. In fact, the mean is close to the median.  

Cultural diversity is the proportion of directors that have a different culture inside the board. The board cultural 

range is from 0 to 100%. This data evidences, as there is a high difference in terms of boards cultural diversity 

among firms. The average is 39.9% in line to the study of (Richard 2000) whereas the median is 30%. 

Therefore, there is a high distortion in the data. 

Educational diversity is the proportion of directors that have an advanced background level. The educational 

diversity range is from 0 to 100%. Hence, there is a high board educational diversity’s difference between the 

firms. The mean is close to the median resulting in a low distortion between the data. The mean is 40% in line 

with the study of Bathula (2008). 

The board size is the numbers of directors inside the board. The board’s size range is from 3 to 26 directors with 

an average of 11 board members. In line with (Gordini & Rancati, 2017; Campbell & Mínguez-Vera, 2008 and 

Carter et al. 2003). There is not data distortion because of the mean is close to the median. 

 The firm size is the firm’s total assets. The firm’s size range is from 31.8 million to 226790.80 million with an 

average of 70728.7 million and a median of 8839million. Hence, there is a high data distortion 

Board Independence is the percentage of firm’s strictly independent board members.  The board independence 

range is from 0 to 100% with a mean of 66.2% and a median of 62.5% evidencing that we are not in presence of 

data distortion. 
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Board experience is the company strives to maintain a well-balanced board through an adequate representation 

of experience and expertise on the board. The board experience range is from 0 to 19,5 %. The median is close 

to the mean. Hence, there is no data distortion. 

TABLE 3: DESCRIPTIVE STATISTICAL ANALYSIS 

VARIABLES 
OBSERVATION

S 

N. 

MISSIN

G 

MEAN 

DEV. 

STANDAR

D 

MIN 
25 

PERCENTILE 
MEDIAN 

75 

PERCENTILE 
MAX 

ROA 2705 2 5.9 6.77 -23.2 2.0 4.7 8.2 51.9 

Gender 

Diversity 2512 195 28.2 12.07 0 20 28.6 36.4 66.7 

Cultural 

Diversity 1714 993 39.9 30.62 0 14.3 30 57.1 100 

Educational 

Diversity 2500 207 39.6 21.22 0 25 38.9 54.6 100 

Board Size 2512 195 11.2 3.86 3 8 11 13 26 

Firm Size 2707 0 70728.7 226790.80 31.8 3169.3 8839 33711 2253095 

Board 

Independenc

e 2512 195 61.8 23.0 0 50 62.5 77.78 100 

Board 

Experience 2488 219 6.4 2.6 0 4.64 5.925 7.66 19.5 

 

4.2 CORRELATION ANALYSIS 

 

The Pearson correlation analysis varies from -1(perfectly negative variables association) to 1(perfectly positive 

variables association). A value of 0 means not relationship at all between the variables. The correlation analysis 

table shows a negative significant association between (gender diversity and ROA); (board size and ROA); 

(firm size and ROA) and a positive significant association between (Educational diversity and ROA); (board 

experience and ROA) 

The correlation analysis is useful in order to explain the multicollinearity problem. The multicollinearity 

problem occurs when the regression variables are perfectly linear. Thus, when the correlation between the 

independent variables is high the standard errors of the tested hypotheses increases and there is a consequent 

statistical significance underestimation of the independent variables (Allen, 1997, Dohoo et al., 1997). However, 

the correlation analysis does not suggest any problem linked to the multicollinearity because there are not high 

variables association. 
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TABLE 4: VARIABLES CORRELATION ANALYSIS 

  ROA 
Gender 

Diversity 

Cultural 

Diversity 

Educational 

Diversity 
Board Size  Firm Size 

Board 

Independence 

Board 

Experience 

ROA 1               

Gender Diversity -0.073*** 1             

Cultural 

Diversity 
0.024 0.082 1           

Educational 

Diversity 
0.110** -0.136** -0.001 1         

Board Size  -0.257** 0.135** -0.082** -0.213** 1       

Firm Size -0.216** 0.103 0.0001 0.062** 0.282** 1     

Board 

Independence  
0.008 0.078** 0.131** -0.006 -0.220** 0.028 1   

Board 

Experience 
0.121** -0.101** 0.074** 0.012 -0.006 -0.093** -0.125** 1 

 

* Correlation is significant at the 0.05 level.  

** Correlation is significant at the 0.01 level. 

*** Correlation is significant at the 0.001 level. 

 

4.3 VARIANCE INFLATION FACTOR ANALYSIS (VIF) 

The VIF observes the degree by which there is collinearity among the independent variables (Salmerón et al 

2017). The general rule is that a value higher than five has to be corrected or removed from the statistical 

analysis (O’Brien, 2007). The VIF table shows that there is not any value higher than five. Hence, as well the 

correlation analysis evidences, we are not in presence of variables collinearity 

TABLE 5: VIF 

Variables VIF 

Gender Diversity 1.12 

Cultural Diversity 1.04 

Educational Diversity 1.1 

Board Size 1.25 

Firm size  1.14 

Board Independence 1.1 

Board Experience 1.05 

Mean VIF 1,11 
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4.4 REGRESSION ANALYSIS 

The fixed effects model is time-invariant so that the regression is not time dependent (Gelman, 2005). However, 

it means the possibility to get biased results omitting time changing variables (Baltagi, 2011). This type of test 

replaces time variables with a unique data panel (Torres Reyna, 2007).  

    ROA     

  MODEL 1 MODEL 2 MODEL 3 MODEL 4 

Gender Diversity    
0,0065969 
(0,0163235)      

-0,0135278    
(0,0202581)     

-0,0134197 
(0,0199652)    

Cultural Diversity     
0,0159235* 
(0,007982)          

0,0166177 *   
(0,0078544)      

Educational 

Diversity       
0,0283714** 
(0,0114555)      

Board Size 
0,111736 
(0,0813527)      

0,1123082   
(0,0810992)      

0,1153135   
(0,1077751)      

0,1423701 
(0,1081646 )     

Firm Size 
-0,8651913 
(0,5340425)    

-0,8828911    
(0,5376372  )  

-0,8845572 
(0,632101 )    

-0,8592971    
(0,605935)     

Board 

Independence 
0,0014185    
(0,0123314 )     

0,0009885 
(0,0122709)  

-0,0050353 
(0,0166825)     

-0,0030929 
(0,0168528)    

Board Experience 
0,1813246 *    
(0,0902275)      

0,1860503 *  
(0,0916128)     

0,1942105    
(0,1345669)     

0,1860582    
(0,1353083)      

Constant 
3,452 
(3,451889 )    

3,452 
(3,232581)    

3,233 
(2,252514)       

1,698 
(2,278951)      

R squared 

0,6767 

 

0,6766 

 

0,6570 

 

0,6605 

 

Observations 

1691 

 

1691 

 

1691 

 

1691 

 

TABLE 6: REGRESSION RESULTS 

Note: The absolute value of standard error is in parentheses.  

* The relation is significant at the 0.05 level.  

** The relation is significant at the 0.01 level.  

*** The relation is significant at the 0.001 level. 

 

The regression analysis investigates on the relationship between the variables. Therefore, the p value test allows 

defining if the relationship studied are significant. Specifically, for p lower than 0.05 we have added (*) whereas 

for p lower than 0.01 we have added (**). Moreover, the R squared indicates the variation of a dependent 

variable predicted by the independent variables in a regression model. Furthermore, the standard error specified 

in parentheses measures the regression coefficient precision. In particular, the goal of the thesis is to study the 

influence of diversity on firm performance. Thus, in order to test these relationship four controls variables are 

added to the regression. 
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The table regression results show four different regression models. Model 1 explains the relationship between 

the control variables and the dependent variable ROA. Model 2 adds to the regression the independent variable 

Gender diversity. Model 3 considers also the cultural diversity measure. In conclusion the Model 4explains the 

full model. 

Investigating on the model 2 we can conclude that there is not a significant relationship between gender 

diversity and ROA. Moreover, we can observe a significant positive relationship (coeff=0.0015; p=0.05) 

between the board experience and the ROA and not significant relationship between ROA and the others control 

variables. 

Model 3 added the cultural diversity to the analysis evidencing a significant positive relationship between 

cultural diversity and the ROA (coeff=0,016; p= 0.05). Therefore, introducing the cultural diversity, the 

relationship between the board experience and the ROA became not significant. Hence, the cultural diversity 

weakens the relationship between Board Independence and ROA. 

Model 4 includes to the analysis the Educational diversity so that the full model is studied. Moreover, the 

educational diversity is positively related to the ROA. Therefore, the relationship is significant (p=0,01; 

coeff=0,029). Furthermore; there is still a positive significant relationship between cultural diversity and ROA 

(p=0.05; coeff=0,0167). 

In conclusion, the robustness has been tested changing the performance variable examined. In Appendix, the 

table shows the effect of the examined variables on the ROE. The R squared still results high proving that a little 

change in the examined model does not modify the robustness of the test 

4.5 DISCUSSION 

The social context characterized by the globalization and by the equality fight has heated the board diversity 

debate. On the one hand, there are different theories that support a positive effect of the board diversity on the 

firm performance. The agency theory highlights the diversity as a benefit in order to protect shareholders’ 

interests due to a higher board independency (Alvarez et al., 2009; Carter et al., 2002). The resource dependence 

theory considers firms as an organizational body that is interconnected with the business environment and 

requires certain resources exchange in order to compete and prospering (Johnson, Daily and Ellstrand, 1996). 

The human capital theory underlines the diversity’s ability to increase firm’s decision-making and innovation 

skills. (Carter et al 2010). The signaling theory explains as the heterogeneous board composition can allow 

firms to gain reputation." (Miller & Del Carmen Triana, 2009). On the other hand, the social identity theory 

focuses on the social comparison process that leads to social discrimination against the others member’s groups 

(Taylor & Moghaddam, 1994) increasing the likelihood of exclusion of those that are different in terms of 
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gender, race, and ethnicity. ( Ibarra, 1995; Mor Barak et al., 1998; Ely, 1994). In fact, diversity can split the 

board into subgroups, which may negatively affect the Group   dynamics   by   instigating   directions   and   

hampering   decisions reducing the communication flow and the information sharing negatively influencing the 

quality of decision-making process (Van Peteghem 2018). Therefore, in line with different theories previous 

studies show mixed results. Hence, this thesis has the goal of providing a literature contribute studying the 

impact of the board gender, culture and educational diversity on the firm performance measures analysing the 

Stoxx Europe 600 index from 2014 to 2018. The performance measures utilized is ROA. Thus, we investigate 

on three different relationships. 

First of all, the analysis results underline a not significant relationship between the gender diversity and ROA. 

(Smith et al., 2006; Carter et al., 2010; Rose, 2007). Hence, the hypotheses 1 is rejected. However, the 

correlation analysis shows a negative association between the gender diversity and the ROA. The main reason 

of this result can be explained by the childbearing that negatively influence on women education, occupation 

and career expectations (Chevalier 2007) causing a lack of experience of the women directors (Smith 2014).  

Secondly, the regression analysis shows a significant positive relationship between cultural diversity and ROA. 

Hence, the hypotheses 2 is confirmed. Cultural diversity can be a source of learning and integration allowing 

open discussions and intergroup relationships enhancing work processes (Richard 2000; Carpenter 2002; 

Oxelheim and Randoy 2003; Nielsen and Nielsen 2013). The result is in line with Dodd, Frijns and Garel (2016) 

research that underlines a positive relationship between cultural diversity and firm performance, consistent with 

the view that board cultural diversity enhances a firm’s skills to satisfy stakeholder’s needs. Hence, the 

necessity of cultural diversity inside workgroup and specifically inside the board of directors can ensure a 

higher efficiency and a higher performance that is more and more important for the firm’s finance and as a tool 

of differentiation from competitors. 

Lastly, educational diversity is positively related to ROA. So the hypotheses 3 is confirmed. The positive 

relationship between educational diversity and firm performance is also supported by a positive association 

between educational diversity and ROA. These results are in line with the study of (Cannella et al 2008, Camelo 

et al. 2010; Mahadeo et al. (2011); Bantel (1993). Therefore, also Kumar and Zattoni (2013) underline as highly 

education directors can share information, resources and knowledge providing company’s benefits. 

Furthermore, Rose (2007) highlights the positive diversity signal to potential job applicants of attracting 

qualified persons outside the circles from which board candidates are usually recruited increasing firm’s 

reputation. This view is in line with the vision that the presence of a higher variety of abilities and knowledge 

inside the board can have a positive effect on the firm’s performance resulting in a better problem resolution and 

decision-making. (Campbell & Mínguez-Vera, 2008; Carter et al 2003). 
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Therefore, the thesis analyses also the effect of the control variables on the firm performance. In particular, the 

regression analysis shows an insignificant relationship between the board size and the firm performance. 

Conversely, the correlation analysis underlines a negative association between the board size and the firm 

performance. This result is in line with the vision that increasing the board size increases the tensions risk and 

the agency problems inside the board (Carter et al., 2010).  Moreover, the regression analysis highlights a not 

significant negative relationship between the firm size and the ROA whereas the correlation analysis evidences 

a negative association between firm size and ROA. The main reason of this result can be found on the 

information asymmetry because of the interest’s firm’s conflicts in line with the study of (Campbell & 

Mínguez-Vera 2008). Furthermore, there is also a not significant relationship and association between board 

independence and ROA. Lastly there is not a significant relationship between the board experience and ROA 

however the correlation analysis evidences a positive significant association in line with the studies of (Cabrera-

Suárez and Martín-Santana 2015; De Andrés et al. 2005). 

Furthermore, the study suffers from limitations. First of all, the study does not consider the firm’s sectors and 

countries. In fact, it is possible that these results vary according to the sector and to the country studied so that 

diversity can have a positive influence on a certain type of sector or country and a negative influence on some 

others. Secondly, the study measures firm’s diversity from the 2014 to 2018 and so it is not possible to 

generalize this result in comparison to the previous and to the following years. Thirdly, the research investigates 

only on the impact of board diversity on firm performance for European mid-high companies. Hence, the 

analysis considers only globalized firms; however, it is probable that the same study carried out on non-

globalized firms could mostly be in line with the hypotheses made. Lastly, the study considers only financial 

measures of performance. 

Hence, firstly, further researching could analyze the same relationship for different industries or\and countries 

identifying which of them enjoy diversity more. In fact, future research could consider the high-tech industries. 

Specifically, the OECD categorizes high tech those industries that spend more than 4% of the turnover on R&D; 

medium-tech those industries that spend from 1 to 4% of the turnover on R&D and low-tech those industries 

that spend less of the 1% on R&D. Therefore, Miles et al. (1995) focus on tree main KIBS (knowledge intensive 

business) characteristics: 1. they have a professional knowledge; 2. they use these knowledge-producing 

services for their clients 3. They place competitiveness as a primary aspect of the business. Furthermore, the 

country could be examined considering the six dimensions analyzed by Hofstede: Power Distance; Uncertainty 

Avoidance; Individualism versus Collectivism; Masculinity versus Femininity; Long Term versus Short Term 

Orientation; Indulgence versus Restraint and\or investigating on the investor protection countries strength. 

Secondly further studies could be conducted on a different data panel in comparison as those considered by this 
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analysis. Thirdly, they could investigate on the same relationships for small companies or International one. 

Lastly, they could be focalized on others measures of performance like those linked to the marketing world. In 

fact, diversity campaign has the goal of increasing brand’s power and image. So it could be analyzed the board 

diversity’s influence on firm’s brand image and brand power and consequently the diversity impact on the sales 

performance. Therefore, another effect that it is possible to study is the influence of board diversity on the 

firm’s reputation and on the corporate social responsibility. These measures today are more and more analyzed 

because they have a direct impact on the firm’s welfare. 

In conclusion, the general implication of the analysis shows that board diversity has an overall positive effect on 

the firm performance. Thus, diversity is not only having to be supported as a moral reason promoting and 

guaranteeing equal opportunities regardless gender, culture or education but it is also a company’s incentive in 

order to increase company’s profits. 

4.6 CONCLUSION 

This thesis analyses the relationship between the board diversity and the firm performance. The diversity 

variables analyzed are gender diversity, board diversity and cultural diversity whereas the performance measure 

examined is ROA. Therefore, the research question of this study is: How the board diversity affects the firm 

performance. 

To answer this central question, the study used a short-balanced panel dataset for the period of 2014 until 2018 

for the STOXX Europe 600. The literature review of this thesis resulted in the formulation of six hypotheses. 

These hypotheses were tested using a correlation and a regression analysis. First of all, the analysis results on 

insignificant relationship between gender diversity and firm performance measures and a negative association 

between gender diversity and ROA rejecting the hypotheses 1. Secondly, the analysis shows a significant 

positive relationship between the cultural diversity and ROA. Hence, the hypotheses 2 is supported. Lastly, the 

analysis evidences a significant positive relationship between educational diversity and ROA. Hence, the 

hypotheses 3 is confirmed. Therefore, the correlation analysis evidences a positive association between 

educational diversity and the firm performance measure.  

In conclusion this thesis aims of providing a concrete contribute to the existing literature evidencing the overall 

positive effect of the board diversity on the European firm performance suggesting that the composition of the 

board has not to be influenced by any type of discrimination guaranteeing equal opportunities regardless gender, 

race or education. 
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APPENDIX 

 

APPENDIX 1: ANDERSON DARLING TEST 

The Anderson Darling test examines if there is a normal variables distribution 

Variabile\Test Anderson 

Darling Test 

ROA DATA < 0,0001 

Board Cultural 

Diversity 
< 0,0001 

Board Gender 

Diversity 
< 0,0001 

Education  

Diversity 
< 0,0001 

TABLE 7: ANDERSON DARLING TEST 

 

The test is based on the following hypotheses: If α is lower than 0.05 the variables don’t follow a normal 

distribution. The Anderson Darling test shows that there is not a normal variable distribution for any of the 

variables studied. The Anderson Darling test shows that the variables do not follow a normal distribution.  
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APPENDIX 2: CORRELATION ANALYSIS SCATTERPLOTS 

 

FIGURE 2: GENDER DIVERSITY SCATTER PLOT 

 

FIGURE 3: CULTURAL DIVERSITY SCATTER PLOT 

 

FIGURE 4: EDUCATIONAL DIVERSITY SCATTER PLOT 
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APPENDIX 3: ROE REGRESSION 

    ROE     

  MODEL 1 MODEL 2 MODEL 3 MODEL 4 

GENDER   
0,0514 
(0,0545469)      

0,0411617 
(0,0841932)      

0,0427833 
(0,0840201)      

CULTURAL     
0,0122312    
(0,0331334)      

0,0150652    
(0,0328109)      

EDUCATION       
0,0724843  
(0,039712)       

BOARD SIZE 
-0,0627209 
(0,3213525)     

-0,058215 
(0,3204496)     

-0,3074415    
(0,5203773)     

-0.2184172    
(0,5176811)     

FIRM SIZE 
-5,168488 
(2,217842)     

-5,30586 
(2,245758)     

-6,39688 
(2,788062)     

-6.223681    
(2,715126)     

BOARD 

INDEPENDENCE  
0,0495708 
(0,0526546)      

0,0462239   
(0,0533062)      

0,0589806 
(0,087768)      

0.0672835 
(0,0897278)      

BOARD 

EXPERIENCE 
-0,0547167    
(0,6896161)     

-0,0175106 
(0,6725206)     

-0,5157803    
(1,199288)     

-0.517152    
(1,211341)     

constant 

13,96569 

 

12,25447 

 

17,28527 

 

12,67858 

 

R squared 

0,4880 

 

0,4879 

 

0,3601 

 

0,3611 

 

Observations 

1691 

 

1691 

 

1691 

 

1691 

 

TABLE 8: ROE REGRESSION 

Note: The absolute value of standard error is in parentheses.  

* The relation is significant at the 0.05 level.  

** The relation is significant at the 0.01 level.  

*** The relation is significant at the 0.001 level. 
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SUMMARY 

CHAPTER 1: INTRODUCTION 

1.1PROBLEM IDENTIFICATION 

The people that shareholders choose to manage a company or an organization compose the Board of directors. 

The Board of directors performs four main roles: control, service, strategy (Zahra and Pearce1989) and access 

providing resources. (Johnson ET al.1996). The control role of the board consists on supervising management 

and protect the shareholder interests (Keasey & Wright 1993). Therefore, Dalton et al (1998) and Milliken 

(1999) summarize the Service role as the Board’s role of providing advice to the CEO participating to the 

strategy discussions and formulating strategic alternatives. Furthermore, the board strategy role consists on the 

one hand on monitoring, approving and reviewing the firm’s strategy whereas on the other hand on setting the 

company’s goals and values (Ingley & Van der Walt 2001). The last role of the Board of directors is to provide 

access to the resources (Hillman & Dalziel 2003). Nowadays, one of the most debated problems is diversity. 

Many authors have discussed about the diversity trying to understand if it has a positive impact on the firm 

performance. The benefits of the heterogeneity can be explained by referring to the agency and the resource 

dependency theories (Pechersky 2016). In fact, many authors have argued about the unique perspectives that 

diversity brings to the board (e.g., Arfken, Bellar & Helms, 2004); (Van der Walt, Ingley, Shergill, & 

Townsend, 2006). Therefore, the positive diversity impact on the company’s performance is also discussed by 

the human capital theory that underlines as the diversity increases the company’s human capital attributes 

increasing the decision making abilities of the board (Carter et al 2010). Moreover, signalling theory categorizes 

diversity as a tool in order to indicate the organization’s desire to incorporate diverse interests and opinions 

reducing information asymmetry between stakeholders (Connelly et al 2011). On the contrary, for a long time, 

there has been the common idea that affable places where board directors were like-minded and knew each 

other well could have had a financial benefit for the firm. In fact, diversity can lead to communication problems 

among board members (Ruigrok et al., 2007). Conversely, homogeneity within the board could lead to similar 

perspectives, reducing the risk of subgroups splitting (fault lines) and of tensions inside the board. Fault lines 

intensify intragroup conflict and negatively affect intragroup trust and respect as well as Information sharing & 

knowledge exchange. Fault lines increase subgroups competitiveness and divert the group’s attention from 

meeting its goals decreasing the board performance (Van Peteghem 2018). Moreover, the social identity theory 

highlights that people tends to categorizes themselves interacting with people of the same identity group that 

increases the likelihood of exclusion of those that are different in terms of gender, race and ethnicity. (Ibarra, 

1995; Mor Barak et al., 1998 Ely, 1994;).  
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We will draw attention on the gender, cultural and educational diversity that more and more have called the 

attention of authors in literature and that are part of the daily debate. In particular, the willingness to have a 

child is the main reason why women choose different educational and occupational choices (Chevalier 2007). 

So for these reasons and because of a lower experience women make up only the 10% of the Bod members. 

These data are negatively correlated to the goal of the organizations of enhancing talents and on the necessity to 

guarantee equal opportunities to men and women (Smith 2014). 

Therefore, as regarding to the Cultural diversity there are different conditions under which cultural diversity 

enhances or detracts from work group functioning. (Ely and Thomas 2001). Many authors focus on the positive 

effects of cultural diversity as a source for learning thanks to the integration of core work and the sharing of 

different life experiences, knowledge, and insights. (Richard 2000, Carpenter 2002; Oxelheim and Randoy 

2003; Nielsen and Nielsen 2013). On the contrary, some others point out that negative aspects of the cultural 

diversity represent a source of tensions and conflict that reduces decision-making and problem solving firm’s 

abilities (Doney et al., 1998). Furthermore, for what concerns educational diversity, it can be considered as the 

different set of skills, tasks, knowledge and abilities possessed by the board members as a function of their 

educational background (Dahlin et al. 2005). On one hand, many authors underline the negative impact of the 

board educational diversity on firm performance (Adnan et al 2016). On the other hand, some many others 

explain the positive impact of the Board of director’s diversity on the firm performance taking into 

consideration the educational background of the BOD (Eulerich, Velte, and van Uum 2014; Mahadeo et al. 

2011). 

This thesis has the goal of providing contribute to the literature focusing on the diversity in terms of gender, 

cultural and education focalizing the attention on European globalized firms. The conceptual model focuses on 

the impact of the board of director’s diversity on the firm performance. The independent variables are the board 

of director’s gender, cultural and educational diversity whereas the dependent variable is ROA. The correlation 

analysis allows understanding if there are positive or negative associations among the variables whereas the 

regression analysis studies if there are positive or negative relationships between the variables examined. 

Furthermore, the p value test examines whether the associations are statistically significant or not and so if the 

hypotheses are confirmed or rejected. The correlation analysis results in a significant negative association 

between ROA and the board gender diversity probably due to the childbearing and the consequent lack of 

experience of the women directors, a positive association between ROA and educational diversity. The 

regression analysis turns out to a significant positive relationship between cultural and educational diversity on 

ROA. The implication of the analysis shows an overall positive impact of the diversity on the firm performance 

measures. In conclusion, the analysis illustrates that there are not reasons to discriminate, in line with the vision 

of guarantee equal opportunities regardless gender, culture and education.  

https://journals.sagepub.com/action/doSearch?target=default&ContribAuthorStored=Ely%2C+Robin+J
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CHAPTER 2: LITERATUREN REVIEW 

2.1 BOARD OF DIRECTORS 

2.1.1 BOARD’S COMPOSITION 

The board of directors is a group of people that monitors the governance and the overall functioning of 

an organization (Carroll and Buchholtz, 2014). The board is like the “middle man” between the shareholders 

and managers whose goal is monitoring and providing advice to increase the firm performance (Hillman, 2015). 

The directors can be classified as executive director: A director is considered executive if he is involved in the 

day-to-day management of the company being full-time salaried. Non-executive director: The non-executive 

directors have to provide an objective judgment without getting involved on the company’s issues. Independent 

director: It means a Director who is not getting involved in any direct or indirect material relationship with the 

Company’ members other than the Board directors 

2.1.2 BOARD’S ROLES AND RESPONSIBILITIES 

Zahra and Pearce (1989) identify three board roles: service, strategy and control, while Johnson et al. (1996) 

have included the access providing resources role. The Board’s Control Role: Kasey & Wright (1993) 

categorize such role as the function of monitoring and protecting the shareholders’ interests. Mizruchi (1983) 

discusses about the control role as the Board’s ability of management removing. Hendry and Kiel (2004) argue 

about control, as the mechanism to simplify the organizational renewal and to facilitate the innovation process. 

The Board’s Service Role: Dalton et al (1998) and Milliken (1999) categorize the Service role as the Board’s 

function of providing advice to the CEO participating to the strategy discussions and formulating strategic 

alternatives. The Board’s Strategy Role: The board strategy role consists on the one hand on monitoring, 

approving and reviewing the firm’s strategy whereas on the other hand on setting the company’s goals and 

values (Ingley & Van der Walt 2001). The strategic control of the board consists on a formal and informal 

influence over the management based on consultation, implementation and evaluation of the strategy (Hendry 

and Kiel 2004). The Board’s Access to Resources Role: The last role of the Board of directors is to provide 

access to the resources (Hillman & Dalziel 2003). The resource provision role consists on guarantee access to 

the resources thanks to the network of relationship that the board is able to set with the stakeholders 

(Xanthopoulou et al 2007). So, the composition of the board previously described should not only be examined 

considering quantitative terms like the percentage of executive directors inside the board but also in qualitative 

terms like skills, experience and board’s knowledge. (Westphal and Fredrickson, 2001; and Certo, 2003. 
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2.2 BOARD DIVERSITY 

2.2.1 BENEFITS AND CONS 

The board can be affected by the demography of the board members (Post and Byron, 2015). Board diversity 

means a heterogeneity in the composition of the board considering factors like gender, culture and education 

(Muller & Parham, 1998). The board diversity benefits have been investigated by the agency and resource 

dependency theories (Pechersky 2016). 

According to agency theory, the management of the company is considered as opportunistic. Furthermore, 

agency theory suggests creating a monitoring body in order to protect shareholders’ interests. On this basis, the 

control potentially is better if the board is composed by a higher proportion of external directors and by a greater 

diversity (Carter et al., 2002). On the other hand, the resource dependence theory focalizes the attention not only 

on the supervising role of the board of directors but also on the interconnection with the external business 

environment. The positive effect of the board diversity on the firm performance is also supported by the human 

capital theory. Carter et al (2010) underline as the diversity increases the firm’s human capital attributes 

increasing the firm’s decision making an innovation ability. Therefore, diversity can be exploited as an 

organizational signal to indicate the organization’s desire to incorporate diverse interests and opinions reducing 

information asymmetry between stakeholder (Connelly, Certo, Ireland & Reutzel, 2011). So, the signaling 

theory explains as the heterogeneous board composition can allow firms to gain reputation." (Miller & Del 

Carmen Triana, 2009). 

Many authors have investigated on the board diversity cons. The social identity theory focuses on the 

relationship between individual identity and social structures that leads people to categorizes themselves and 

interact with individuals of the same identity group discriminating against the others member’s groups (Ibarra, 

1995; Mor Barak et al., 1998 Ely, 1994). In fact, diversity can split the board into subgroups, which may 

negatively affect the Group   dynamics   by   instigating   directions   and   hampering   decisions reducing the 

communication flow and the information sharing, negatively influencing the quality of decision-making process 

(Van Peteghem 2018). This view is in line with the so-called pessimistic view that underlines the negative 

correlation between the board diversity and the board communication, cohesion and the monitoring abilities of 

the board (Pfeffer, 1983; O’Reilly et al., 1989; Zenger and Lawrence, 1989).  However, the multiple empirical 

research does not provide any conclusive evidence on the influence of diversity on the financial performance. In 

fact, many aspects like the economic, cultural and gender that differs county by country affect the financial 

performance. In conclusion, there is not an empirical evidence that can be applied universally. Hence, diversity 

has to be considered as a social benefit and it has to be applied in specific situations rather than in a universal 

one. 
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2.2.2 GENDER DIVERSITY AND FIRM PERFORMANCE 

Gender diversity is one of the main discussed arguments in literature. Even if there are different reasons that 

justify the gap in wages between men and women about half of the gap still is unexplained.  

Many authors have analysed the benefits of the gender diversity: 

Terjesen, (2015) has observed that women have a better overview of the complex tasks and a higher presence to 

the board meeting. Carter et al (2003) have discussed as a women absence inside the board imply a much lower 

quality than if the candidates are chosen selecting the best mix between men and women. Campbell and 

Minguez-Vera (2008) has studied the relationship between gender diversity and financial performance for 

Spanish firms finding that gender diversity has a positive effect on firm performance. Therefore, Kumar and 

Zattoni (2018) identify three social themes about the gender diversity: 

 the “business case”; the positive effect of the gender diversity on the board decision alternatives; the” 

individual justice”; the necessity of ensure an equal treatment of the people; the “social justice” by which 

because of the women are half the population they have to occupy the half of the board positions. 

Goldin and Rouse (2000) have analysed that women follow social expectations, and choose careers that reduce 

the likelihood of discrimination or allow them to fulfil commitments (e.g., childcare). One of the main reasons 

found is the Motherhood gap: a wage penalty OF 10% is observed for mothers compared with childless women. 

The motherhood gap impact on three factors: education, occupation and career expectations generating three 

different effects: the subject effect, the occupational effect and the Character trait effect (Chevalier 2007). 

Childbearing expectation is the main driver of the gender wage gap. Women with a stronger preference for 

childbearing earn less even before their fertility decision is observed, partly due to reduced job search (Smith 

2012). Hence, because of childbearing strongly influence the women experience resulting in a negative impact 

of the board gender diversity on the firm performance the hypotheses tested are: 

H1: Board gender diversity is negatively related to the ROA 

2.2.3 CULTURAL DIVERSITY AND FIRM PERFORMANCE 

One of the most discussed themes in terms of board diversity is if the cultural diversity has a positive effect on 

the board efficiency and so on the firm performance. Ely and Thomas (2001) have investigated on the 

conditions under which cultural diversity enhances or detracts from work group functioning. On the one hand, 

cultural diversity communicates to all employees that they were valued and respected and it encourage them to 

value and express themselves as members of their racial identity groups. Following this point of view, many 

authors have found a positive relationship between the board cultural diversity and firm performance. (Richard 

2000; Carpenter 2002; Oxelheim and Randoy 2003; Nielsen and Nielsen 2013).  
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On the other hand, cultural diversity has as a direct consequence a slower and confused communication (Doney 

et al., 1998) that negatively impact on the firm’s ability to solve problems and to take decisions (Alder 2008) 

blocking an efficient and fast conflict resolution (Doney et al., 1998;). In conclusion, Dodd, Frijns and Garel 

(2016) have investigated about the impact of the cultural diversity on the corporate social performance. The 

study underlines that the board cultural diversity is positively associated with corporate social performance, 

consistent with the view that board cultural diversity enhances a firm’s abilities to satisfy stakeholder’s needs. In 

particular, this positive relation suggests, as the corporate social performance is necessary to generate value 

because it allows a differentiation from competitors. Hence, the necessity of cultural diversity inside workgroup 

and specifically inside the board of directors can ensure a higher efficiency and a higher corporate social 

performance that is more and more important for the firm’s finance and as a tool of differentiation from 

competitors. 

H2: Board Cultural diversity is positively related to the ROA 

2.2.4 EDUCATIONAL DIVERSITY AND FIRM PERFORMANCE 

Educational diversity is the different set of relevant skills, knowledge and abilities possessed by group members 

as a function of their educational background Dahlin et al. (2005).  Ahern and Dittmar (2012) have observed the 

negative impact of the educational diversity on the firm performance. This negative effect of the board 

educational diversity could be caused by group conflicts and tensions inside the board that alter the board 

dynamics (Petrovic, 2008) leading to animosity between the members of the board, negatively influencing the 

firm performance (Simons and Peterson, 2000). Therefore, a great body of authors suggests that a board that 

consists of higher educated people will result in lower corporate performance (Adnan et al 2016; Fidanoski et al 

2014). Moreover, many studies underline not significant relationship between the firm performances and 

educational diversity. (Bathula 2008, Bhagat et al. 2010; Miller and Del Carmen Triana, 2009).In conclusion 

most authors focalize the attention on the positive aspects of the educational diversity. Cannella et al (2008) 

show as the intrapersonal functional diversity, positively affect firm performance. Therefore, Camelo et al. 

(2010) underline a positive relationship between top management educational diversity and innovation 

performance. Bantel (1993) finds that greater education and functional background diversity in top management 

teams led to better strategic decision-making. Kumar and Zattoni (2013) underline as highly educational 

directors can share information, resources and knowledge-bringing company’s benefit). Hence, we expect that 

the education of the board have a positive effect on the firm performance. 

H3:  Board Educational diversity is positively related to the ROA 
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2.3 CONCEPTUAL MODEL 

The conceptual model in figure 1 lead to answer the central research question of the thesis: 

“How the board of director’s diversity influence the firm performance?" 

The study focus on the impact of the board of directors on the performance measures ROA. Therefore, the 

independent variable is the board of director’s diversity whereas the dependent variable is ROA. Gender 

diversity, cultural diversity and educational diversity are the dependent variables examined. Therefore, board 

size; firm size; board independence and board experience have been introduced as control variables. Hence, the 

goal of the study is to analyze if the gender, the cultural and the educational diversity have a positive, negative 

or not significant impact on the firm performance. 

 

 

 

 

 

 

CHAPTER 3: METHODOLOGY 

3.1 SAMPLE AND DATA COLLECTION 

The sample analysed is the STOXX 600 index. The STOXX 600 is a European index developed in 1998 that 

has a 600 companies fixed number of 17 European nations: Portugal, France, Switzerland, Germany, Poland, 

Sweden, Austria, Spain, Denmark, Ireland, Finland, Luxembourg, Netherlands, Italy, Norway, Belgium and 

Spain that are summarized in the Table firm’s country description. The main reason to investigate on this index 

is that it allows focusing on many companies of different countries reducing the limitation of investigating only 

on few nations not being able to make the obtained results generalizable. (Kang et al., 2007).  

Initially, the board diversity characteristics (gender, culture and education) have been collected using Boardex 

and DataStream databases whereas the firm performance characteristics have been gathered using Orbis 

database. The Panel data analysed is characterised by the same measures observations over several times. The 

600 companies are analysed over the years (t=2014, 2015, 2016, 2017, 2018). Panel data allows eliminating the 

BOARD OF DIRECTORS 

DIVERSITY 

BOARD GENDER DIVERSITY BOARD CULTURAL 

DIVERSITY 

BOARD EDUCATION 

DIVERSITY 

ROA 

FIRM PERFORMANCE 

ROE 
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unobservable heterogeneity providing a reliable data picture (Gordini & Rancati, 2017; Campbell & Mínguez-

Vera, 2008; Carter et al., 2003) allowing to extract in more detail the variables information’s (Gujarati and 

Porter 2009). Moreover the table below describes type, measurements and variables reference. 

 

TABLE 9 VARIABLES DESCRIPTION 

VARIABLES VARIABLES TYPES MEASUREMENTS REFERENCE 

ROA DEPENDENT Net Profit/ Total Assets Campbell & Mínguez-Vera, (2008); Carter et al. 

(2010); Mahadeo et al(2012) 

GENDER 

DIVERSITY 

INDEPENDENT The ratio between the total numbers of 

women directors and the total board 

directors. 

Mahadeo et al. (2012); Adams & Ferreira (2009); 

Carter et al. (2003); Shrader et al.( 1997); 

Heidrick and Struggles (2014) 

CULTURAL 

DIVERSITY 

INDEPENDENT the percentage of directors that have a 

cultural background different from the 

location of the corporate headquarters 

Dodd, Frijns and Garel (2016); Richard 2000 

EDUCATIONAL 

DIVERSITY 

INDEPENDENT the proportion of directors that have an 

advanced background level 

Mahadeo et al(2012); Bathula (2008) 

BOARD SIZE CONTROL the total number of directors inside the 

board 

Carter et al. (2010, 2003); Mahadeo et al. (2012) 

;Adams & Ferreira (2009); Campbell & 

Mínguez-Vera (2008); Richard (2000) 

FIRM SIZE CONTROL the total firm’s assets Campbell & Mínguez-Vera, (2008); Hermalin, 

(2003); Carter et al. (2010, 2003). 

BOARD 

INDEPENDENCE 

CONTROL the percentage of firm’s strictly 

independent board members 

Pearce and Zahra( 1992); Dalton et al. (1998); 

Finegold et al.( 2007) 

BOARD 

EXPERIENCE 

CONTROL the company strives to maintain a well-

balanced board through an adequate 

representation of experience and 

expertise on the board 

Finkle (1998); Johnson et al. (2013) 

 

FIGURE 5: CONCEPTUAL MODEL 
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CHAPTER 4: RESULTS 

4.1 DESCRIPTIVE STATISTICAL ANALYSIS 

The Descriptive statistical analysis table investigates on the variables range; mean; median; standard deviation 

and percentile allowing analysing if there is a data distortion. 

TABLE 10: DESCRIPTIVE STATISTICAL ANALYSIS 

VARIABLES 
OBSERVATION

S 

N. 

MISSIN

G 

MEAN 

DEV. 

STANDAR

D 

MIN 
25 

PERCENTILE 
MEDIAN 

75 

PERCENTILE 
MAX 

ROA 2705 2 5.9 6.77 -23.2 2.0 4.7 8.2 51.9 

Gender 

Diversity 2512 195 28.2 12.07 0 20 28.6 36.4 66.7 

Cultural 

Diversity 1714 993 39.9 30.62 0 14.3 30 57.1 100 

Educational 

Diversity 2500 207 39.6 21.22 0 25 38.9 54.6 100 

Board Size 2512 195 11.2 3.86 3 8 11 13 26 

Firm Size 2707 0 70728.7 226790.80 31.8 3169.3 8839 33711 2253095 

Board 

Independenc

e 2512 195 61.8 23.0 0 50 62.5 77.78 100 

Board 

Experience 2488 219 6.4 2.6 0 4.64 5.925 7.66 19.5 

 

4.2 CORRELATION ANALYSIS 

 

The Pearson correlation analysis varies from -1(perfectly negative variables association) to 1(perfectly positive 

variables association). A value of 0 means not relationship at all between the variables. The correlation analysis 

table shows negative significant association between (gender diversity and ROA); (board size and ROA); (firm 

size and ROA) and a positive significant association between (Educational diversity and ROA); (board 

experience and ROA). 

The correlation analysis is useful in order to explain the multicollinearity problem. The multicollinearity 

problem occurs when the regression variables are perfectly linear. Thus, when the correlation between the 

independent variables is high the standard errors of the tested hypotheses increases and there is a consequent 

statistical significance underestimation of the independent variables (Allen, 1997, Dohoo et al., 1997). However, 

the correlation analysis does not suggest any problem linked to the multicollinearity because there are not high 

variables association. 
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TABLE 11: VARIABLES CORRELATION ANALYSIS 

  ROA 
Gender 

Diversity 

Cultural 

Diversity 

Educational 

Diversity 
Board Size  Firm Size 

Board 

Independence 

Board 

Experience 

ROA 1               

Gender Diversity -0.073*** 1             

Cultural 

Diversity 
0.024 0.082 1           

Educational 

Diversity 
0.110** -0.136** -0.001 1         

Board Size  -0.257** 0.135** -0.082** -0.213** 1       

Firm Size -0.216** 0.103 0.0001 0.062** 0.282** 1     

Board 

Independence  
0.008 0.078** 0.131** -0.006 -0.220** 0.028 1   

Board 

Experience 
0.121** -0.101** 0.074** 0.012 -0.006 -0.093** -0.125** 1 

* Correlation is significant at the 0.05 level.  

** Correlation is significant at the 0.01 level. 

*** Correlation is significant at the 0.001 level. 

4.3 VARIANCE INFLATION FACTOR ANALYSIS (VIF) 

The VIF observes the degree by which there is collinearity among the independent variables (Salmerón et al 

2017). The general rule is that a value higher than five has to be corrected or removed from the statistical 

analysis (O’Brien, 2007). The VIF table shows that there is not any value higher than five. Hence, as well the 

correlation analysis evidences, we are not in presence of variables collinearity 

TABLE 12: VIF 

Variables VIF 

Gender Diversity 1.12 

Cultural Diversity 1.04 

Educational Diversity 1.1 

Board Size 1.25 

Firm size  1.14 

Board Independence 1.1 

Board Experience 1.05 

Mean VIF 1,11 
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4.4 REGRESSION ANALYSIS 

The fixed effects model is time-invariant so that the regression is not time dependent (Gelman, 2005). However, 

it means the possibility to get biased results omitting time changing variables (Baltagi, 2011). This type of test 

replaces time variables with a unique data panel (Torres Reyna, 2007).  

    ROA     

  MODEL 1 MODEL 2 MODEL 3 MODEL 4 

Gender Diversity    
0,0065969 
(0,0163235)      

-0,0135278    
(0,0202581)     

-0,0134197 
(0,0199652)    

Cultural Diversity     
0,0159235* 
(0,007982)          

0,0166177 *   
(0,0078544)      

Educational 

Diversity       
0,0283714** 
(0,0114555)      

Board Size 
0,111736 
(0,0813527)      

0,1123082   
(0,0810992)      

0,1153135   
(0,1077751)      

0,1423701 
(0,1081646 )     

Firm Size 
-0,8651913 
(0,5340425)    

-0,8828911    
(0,5376372  )  

-0,8845572 
(0,632101 )    

-0,8592971    
(0,605935)     

Board 

Independence 
0,0014185    
(0,0123314 )     

0,0009885 
(0,0122709)  

-0,0050353 
(0,0166825)     

-0,0030929 
(0,0168528)    

Board Experience 
0,1813246 *    
(0,0902275)      

0,1860503 *  
(0,0916128)     

0,1942105    
(0,1345669)     

0,1860582    
(0,1353083)      

Constant 
3,452 
(3,451889 )    

3,452 
(3,232581)    

3,233 
(2,252514)       

1,698 
(2,278951)      

R squared 

0,6767 

 

0,6766 

 

0,6570 

 

0,6605 

 

Observations 

1691 

 

1691 

 

1691 

 

1691 

 

TABLE 13: REGRESSION RESULTS 

Note: The absolute value of standard error is in parentheses.  

* The relation is significant at the 0.05 level.  

** The relation is significant at the 0.01 level.  

*** The relation is significant at the 0.001 level. 

 

 

TABLE 14: REGRESSION RESULTS 

The regression analysis investigates on the relationship between the variables. Therefore, the p value test allows 

defining if the relationship studied are significant. Specifically, for p lower than 0.05 we have added (*) whereas 

for p lower than 0.01 we have added (**). Moreover, the R squared indicates the variation of a dependent 

variable predicted by the independent variables in a regression model. Furthermore, the standard error specified 

in parentheses measures the regression coefficient precision. In particular, the goal of the thesis is to study the 
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influence of diversity on firm performance. Thus, in order to test these relationship four controls variables are 

added to the regression. 

The table regression results show four different regression models. Model 1 explains the relationship between 

the control variables and the dependent variable ROA. Model 2 adds to the regression the independent variable 

Gender diversity. Model 3 considers also the cultural diversity measure. In conclusion, with the Model 4 the full 

model is explained. 

Investigating on the model 2 we can conclude that there is not a significant relationship between gender 

diversity and ROA. Moreover, we can observe a significant positive relationship (coeff=0.0015; p=0.05) 

between the board experience and the ROA and not significant relationship between ROA and the others control 

variables. 

Model 3 added the cultural diversity to the analysis evidencing a significant positive relationship between 

cultural diversity and the ROA (coeff=0,016; p= 0.05). Therefore, introducing the cultural diversity, the 

relationship between the board experience and the ROA became not significant. Hence, the cultural diversity 

weakens the relationship between Board Independence and ROA. 

Model 4 includes to the analysis the Educational diversity so that the full model is studied. Moreover, the 

educational diversity is positively related to the ROA. Therefore, the relationship is significant (p=0.01; 

coeff=0,029). Furthermore; there is still a positive significant relationship between cultural diversity and ROA 

(p=0.05; coeff=0.0167). 

In conclusion, the robustness has been tested changing the performance variable examined. In Appendix, the 

table shows the effect of the examined variables on the ROE. The R squared still results high proving that a little 

change in the examined model does not modify the robustness of the test 

4.5 DISCUSSION 

The social context characterized by the globalization and by the equality fight has heated the board diversity 

debate. On the one hand, there are different theories that support a positive effect of the board diversity on the 

firm performance. The agency theory highlights the diversity as a benefit in order to protect shareholders’ 

interests due to a higher board independency (Alvarez et al., 2009; Carter et al., 2002). The resource dependence 

theory considers firms as an organizational body that is interconnected with the business environment and 

requires certain resources exchange in order to compete and prospering (Johnson, Daily and Ellstrand, 1996). 

The human capital theory underlines the diversity’s ability to increase firm’s decision-making and innovation 

skills. (Carter et al 2010). The signaling theory explains as the heterogeneous board composition can allow 

firms to gain reputation." (Miller & Del Carmen Triana, 2009). On the other hand, the social identity theory 
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focuses on the social comparison process that leads to social discrimination against the others member’s groups 

(Taylor & Moghaddam, 1994) increasing the likelihood of exclusion of those that are different in terms of 

gender, race, and ethnicity. (Ibarra, 1995; Mor Barak et al., 1998 Ely, 1994;). In fact, diversity can split the 

board into subgroups, which may negatively affect the Group   dynamics   by   instigating   directions   and   

hampering   decisions reducing the communication flow and the information sharing negatively influencing the 

quality of decision-making process (Van Peteghem 2018). Therefore, in line with different theories previous 

studies show mixed results. Hence, this thesis has the goal of providing a literature contribute studying the 

impact of the board gender, culture and educational diversity on the firm performance measures analysing the 

Stoxx Europe 600 index from 2014 to 2018. The performance measures utilized is ROA. Thus, we investigate 

on three different relationships. 

First of all, the analysis results underline a not significant relationship between the gender diversity and ROA. 

(Smith et al., 2006; Carter et al., 2010; Rose, 2007). Hence, the hypotheses 1 is rejected. However, the 

correlation analysis shows a negative association between the gender diversity and the ROA. The main reason 

of this result can be explained by the childbearing that negatively influence on women education, occupation 

and career expectations (Chevalier 2007) causing a lack of experience of the women directors (Smith 2014).  

Secondly, the regression analysis shows a significant positive relationship between cultural diversity and ROA. 

Hence, the hypotheses 2 is confirmed. Cultural diversity can be a source of learning and integration allowing 

open discussions and intergroup relationships enhancing work processes (Richard 2000; Carpenter 2002; 

Oxelheim and Randoy 2003; Nielsen and Nielsen 2013). The result is in line with Dodd, Frijns and Garel (2016) 

research that underlines a positive relationship between cultural diversity and firm performance, consistent with 

the view that board cultural diversity enhances a firm’s ability to satisfy the needs of broader groups of 

stakeholders. Hence, the necessity of cultural diversity inside workgroup and specifically inside the board of 

directors can ensure a higher efficiency and a higher performance that is more and more important for the firm’s 

finance and as a tool of differentiation from competitors. 

Lastly, educational diversity is positively related to ROA. So the hypotheses 3 is confirmed. Furthermore, there 

is a positive association between educational diversity and ROA. These results are in line with the study of 

(Cannella et al 2008, Camelo et al. 2010; Mahadeo et al. (2011); Bantel (1993). Therefore, also Kumar and 

Zattoni (2013) underline as highly education directors can share information, resources and knowledge 

providing company’s benefits. Furthermore, Rose (2007) highlights the positive diversity signal to potential job 

applicants of attracting qualified persons outside the circles from which board candidates are usually recruited 

increasing firm’s reputation. This view is in line with the vision that the presence of a higher variety of abilities 
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and knowledge inside the board can have a positive effect on the firm’s performance resulting in a better 

problem resolution and decision-making. (Campbell & Mínguez-Vera, 2008; Carter et al 2003). 

Therefore, the thesis analyses also the effect of the control variables on the firm performance. In particular, the 

regression analysis shows an insignificant relationship between the board size and the firm performance. 

Conversely, the correlation analysis underlines a negative association between the board size and the firm 

performance. This result is in line with the vision that increasing the board size increases the tensions risk and 

the agency problems inside the board (Carter et al., 2010).  Moreover, the regression analysis highlights a not 

significant negative relationship between the firm size and the ROA whereas the correlation analysis evidences 

a negative association between firm size and ROA. The main reason of this result can be found on the 

information asymmetry due to interest’s firm’s conflicts in line with the study of (Campbell & Mínguez-Vera 

2008). Furthermore, there is also a not significant relationship and association between board independence and 

ROA. Lastly there is not a significant relationship between the board experience and ROA however the 

correlation analysis evidences a positive significant association in line with the studies of (Cabrera-Suárez and 

Martín-Santana 2015; De Andrés et al. 2005). 

Furthermore, the study suffers from limitations. First of all, the study does not consider the firm’s sectors and 

countries. In fact, it is possible that these results vary according to the sector and to the country studied so that 

diversity can have a positive influence on a certain type of sector or country and a negative influence on some 

others. Secondly, the study measures firm’s diversity from the 2014 to 2018 and so it is not possible to 

generalize this result in comparison to the previous and to the following years. Thirdly, the research investigates 

only on the impact of board diversity on firm performance for European mid-high companies. Hence, the 

analysis considers only globalized firms; however, it is probable that the same study carried out on non-

globalized firms could mostly be in line with the hypotheses made. Lastly, the study considers only financial 

measures of performance. 

Hence, firstly, further researching could analyze the same relationship for different industries or\and countries 

identifying which of them enjoy diversity more. In fact, future research could consider the high-tech industries. 

Specifically, the OECD categorizes high tech those industries that spend more than 4% of the turnover on R&D; 

medium-tech those industries that spend from 1 to 4% of the turnover on R&D and low-tech those industries 

that spend less of the 1% on R&D. Therefore, Miles et al. (1995) focus on tree main KIBS (knowledge intensive 

business) characteristics: 1. they have a professional knowledge; 2. they use these knowledge-producing 

services for their clients 3. They place competitiveness as a primary aspect of the business. Furthermore, the 

country could be examined considering the six dimensions analyzed by Hofstede: Power Distance; Uncertainty 

Avoidance; Individualism versus Collectivism; Masculinity versus Femininity; Long Term versus Short Term 
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Orientation; Indulgence versus Restraint and\or investigating on the investor protection countries strength.  

Secondly further studies could be conducted on a different data panel in comparison as those considered by this 

analysis. Thirdly, they could investigate on the same relationships for small companies or International one. 

Lastly, they could be focalized on others measures of performance like those linked to the marketing world. In 

fact, diversity campaign has the goal of increasing brand’s power and image. So it could be analyzed the board 

diversity’s influence on firm’s brand image and brand power and consequently the diversity impact on the sales 

performance. Therefore, another effect that it is possible to study is the influence of board diversity on the 

firm’s reputation and on the corporate social responsibility. These measures today are more and more analyzed 

because they have a direct impact on the firm’s welfare. 

In conclusion, the general implication of the analysis shows that board diversity has an overall positive effect on 

the firm performance. Thus, diversity is not only having to be supported as a moral reason promoting and 

guaranteeing equal opportunities regardless gender, culture or education but it is also a company’s incentive in 

order to increase company’s profits. 

4.6 CONCLUSION 

This thesis analyses the relationship between the board diversity and the firm performance. The diversity 

variables analyzed are gender diversity, board diversity and cultural diversity whereas the performance measure 

examined is ROA. Therefore, the research question of this study is: How the board diversity affects the firm 

performance. 

To answer this central question, the study used a short-balanced panel dataset for the period of 2014 until 2018 

for the STOXX Europe 600. The literature review of this thesis resulted in the formulation of six hypotheses. 

These hypotheses were tested using a correlation and a regression analysis. First of all, the analysis results on 

insignificant relationship between gender diversity and firm performance measures and a negative association 

between gender diversity and ROA rejecting the hypotheses 1. Secondly, the analysis shows a significant 

positive relationship between the cultural diversity and ROA. Hence, the hypotheses 2 is supported. Lastly, the 

analysis evidences a significant positive relationship between educational diversity and ROA. Hence, the 

hypotheses 3 is confirmed. Therefore, the correlation analysis evidences a positive association between 

educational diversity and the firm performance measure.  

In conclusion this thesis aims of providing a concrete contribute to the existing literature evidencing the overall 

positive effect of the board diversity on the European firm performance suggesting that the composition of the 

board has not to be influenced by any type of discrimination guaranteeing equal opportunities regardless gender, 

race or education. 


