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The purpose of this study is two-fold: (1) to investigate the moderating effect of the cultural value
orientation of harmony/mastery on the relationship between board gender diversity (BGD) and cor-
porate social responsibility (CSR) performance; and (2) to examine further whether cultural tightness
amplifies the moderating effect of harmony/mastery orientation. Using a sample of 5135 firms across
25 countries during the period 2002-2021, our interaction model run with panel regression showed
that the association between BGD and CSR performance is positively (negatively) moderated by har-
mony (mastery) orientation. Moreover, our test of a three-way interaction among BGD, harmony
(mastery), and cultural tightness—looseness on CSR performance revealed that the moderating effect
of harmony (mastery) orientation is amplified when cultural tightness increases. The findings suggest
that harmony/mastery orientation matters more for the effects of BGD on firm CSR performance
under tight cultural conditions. We discuss the theoretical and practical implications of the study.

Introduction

The performance of firms in fulfilling their social and
environmental responsibilities has received tremen-
dous attention in recent years (Byron and Post, 2016)
in view of their important role in addressing criti-
cal global issues of the 21st century such as climate
change, natural resource security, inclusive growth and
development, and gender equality (WEF, 2023). It
has been argued that firms’ focus on corporate social
responsibility (CSR) issues can be greatly influenced
by gender diversity in corporate boards (Adams et al.,
2015; Terjesen, Sealy and Singh, 2009), based on the
idea that the values and perspectives that women direc-
tors bring to the boardroom have a greater alignment
with socially responsible behaviour (Adams and Funk,
2012; Arnaboldi et al., 2021). In support of this, several
past studies have shown a positive relationship between
board gender diversity (BGD) and firm CSR activities
(Francoeur et al., 2019; Peng et al., 2021). Yet, there
are contradictory findings; for example, certain studies
have reported both null (Boulouta, 2013; Kilig and
Kuzey, 2018) and negative (Cucari, Esposito de Falco
and Orlando, 2018) relationships.

These mixed findings have been attributed to dif-
ferences in institutional environments, with the argu-
ment being that a country’s institutional environment
influences the extent to which gender-diverse boards
can influence firm CSR performance (Amran, Lee and
Devi, 2014; Byron and Post, 2016; Peng, Qi and Wang,
2022). A country’s institutional environment refers to
formal (laws and regulations) and informal (culture) in-
stitutional components (Clark, Arora and Gabaldon,
2022; North, 1996). Many studies have analysed the
role of country institutional factors on the link be-
tween BGD and CSR (Garcia Martin and Herrero,
2020; Garcia-Sanchez, Cuadrado-Ballesteros and Frias-
Aceituno, 2016; Gull, Atif and Hussain, 2023), but re-
search focusing on the role of culture (informal insti-
tutions) remains limited (Peng et al., 2022). This is im-
portant in view of the idea that informal institutions
operate at a deeper level than formal ones (DiMaggio
and Powell, 1983; North, 1996) and organizations face
isomorphic pressures to adopt the society’s values and
norms when they emerge in their institutional environ-
ments (e.g. DiMaggio, 1988; Schneider & De Meyer,
1991). Such adaptation also characterizes how firms
in different societies prioritize the welfare of different
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stakeholders and respond differently to their wants and
needs (Lantos, 2001; Matten and Moon, 2008).
Although studies are scarce, a small number have ex-
amined the contingent role of culture in the effective-
ness of BGD in relation to CSR (Peng et al., 2022;
Peng, Qi and Wang, 2022), but they exhibit mixed find-
ings. There are two possible reasons. First, such studies
have mainly used popular dimensions of culture, such
as power distance (PD), uncertainty avoidance (UA),
and collectivism, without any strong underlying theoret-
ical rationale. Many of these cultural dimensions (e.g.
collectivism and PD) are argued to have both negative
and positive implications for the CSR effects of BGD
(e.g. Peng, Qi and Wang, 2022). Second, the tightness-
looseness of a culture, which refers to the strength of
norms in a society and the degree to which a society en-
forces conformity to such norms and values (Gelfand
et al., 2011), has not been considered. Gelfand, Nishii
and Raver (2006) argue that the extent to which a na-
tional culture can constrain organizations is contingent
on the cultural tightness—looseness of that society. In
this sense, two societies with similar value scores (e.g.
PD, UA or collectivism) may differ on their tightness-
looseness, such that the one high on tightness will
constrain conformity to social norms while the loose
one will tolerate deviant behaviour (Lee and Kramer,
2016). Based on this, we suggest that a society’s har-
mony/mastery orientation and the associated strength
and pervasiveness of norms may explain the extent to
which gender-diverse boards can influence CSR perfor-
mance in different national contexts.
Harmony/mastery value orientation refers to the
extent to which a society values fitting in with versus
mastering, changing and exploiting the social and natu-
ral environment (Schwartz, 2006; Schwartz, 1994), and
it holds significant theoretical relevance for the socially
responsible behaviour of firms. A culture’s emphasis
on harmony/mastery is expressed in numerous aspects
of life, such as competitive versus coordinated market
systems, a lack of support versus promotion of laws
for protecting less powerful actors (Schwartz, 2014),
and exclusive/inclusive human resource management
practices (Festing, Schafer and Scullion, 2013). These
differences give rise to different socially acceptable ways
of considering all stakeholders as moral equals versus
prioritizing the welfare of a particular group of stake-
holders. In harmony countries, the socially appropriate
way for firms to act is to consider the welfare of a broad
group of stakeholders, while in mastery cultures, orga-
nizations are expected to maximize profits even at the
expense of the weaker stakeholder groups. However, the
pressure to conform to the desirable standards in har-
mony/mastery cultures tends to be high when the respec-
tive culture is tight rather than loose. Cultural tightness
is argued to manifest in the effective implementation of
laws and policies in a society. For example, Norway’s
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successful implementation of the 40% mandatory gen-
der quota compared with other egalitarian countries
is argued to be associated with the cultural tightness
of the Norwegian society (Toh and Leonardelli, 2012).
From this, we can reason that the harmony/mastery
orientation of a society and the accompanying cultural
tightness-looseness will create facilitating/constraining
conditions for women directors to influence cor-
porate boards’ strategic decisions on CSR-related
matters.

This paper aims to complement and extend previous
research on BGD and CSR performance by develop-
ing and testing a theoretical model that captures both
the value- and norm-centric approaches to culture, inte-
grating harmony/mastery value orientation and cultural
tightness—looseness. In doing so, we draw on the cultural
theories of Schwartz (1994) and Gelfand, Nishii and
Raver (2006) from the institutional theory perspective.
In this vein, we argue that the potential benefits of BGD
tend to be enhanced in harmony cultures, whereas mas-
tery cultures may pose a challenge to such benefits. We
further argue that institutional environments that em-
brace harmony/mastery orientation may differ in terms
of the strength of norms and their enforcement, and
that the influence of harmony/mastery orientation in the
proposed relationship is amplified in tight cultures (Sto-
ermer, Hildisch and Froese, 2016).

We contribute to the existing literature in several
ways. First, we enrich the literature on corporate gover-
nance, CSR, and upper echelons (e.g. Byron and Post,
2016) by developing and testing a complex interaction
model using a combination of cultural factors. Second,
we introduce harmony/mastery value orientation to the
BGD and CSR debate beyond the traditional cultural
dimensions and offer a new comprehension of BGD
effectiveness in relation to firms® CSR performance.
By casting harmony/mastery orientation as a potential
moderator of the linkage between BGD and CSR
performance, we outline under what cultural conditions
gender-diverse boards may be more or less effective in
enhancing CSR outcomes. Further, we expand upon
the existing literature concerning the interplay between
cultural norms and cultural values (Taras, Kirkman and
Steel, 2010; Toh and Leonardelli, 2012), proposing that
cultural tightness not only moderates the main effect of
cultural values on organizational outcomes but also in-
teracts with cultural values to amplify their moderating
effect (Stoermer, Hildisch and Froese, 2016). Thus, our
study emphasizes the importance of understanding how
norm- and value-centric institutional settings jointly
impact the CSR-related effectiveness of gender-diverse
boards. We argue that a mere value-centric approach
offers an incomplete picture of how societal culture
impacts the role of BGD in CSR outcomes and assert
that cultural values themselves tend to be contingent
on the degree of tightness of norms in a society, which
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could explain why the CSR benefits of BGD vary in
different cultural settings.

Theoretical background
BGD and CSR performance

The presence of female directors on corporate boards
has been argued to influence CSR performance (Fran-
coeur et al., 2019) because female, compared with male,
directors have high ethical standards (Arnaboldi ez al.,
2021; Jain and Zaman, 2020) and bring more socially
oriented values and perspectives to the boardroom
(Adams and Funk, 2012; Haque and Jones, 2020).

The findings regarding the potential link between
BDG and CSR performance are, however, mixed. One
reason may be that gender diversity practices tend to be
adopted for symbolic reasons and to satisfy contractual
requirements, but they are not effective because of the
inconsistency with cultural values and beliefs (Saitova
and Di Mauro, 2023). Even the introduction of new
diversity regulations by policy-makers without align-
ment with the underlying informal institutions tends
to backfire (Clark, Arora and Gabaldon, 2022). This
warrants the increased use of contingency factors, in-
cluding country characteristics, on the relationship be-
tween BGD and firm CSR performance (Byron and
Post, 2016), which is consistent with calls to consider
moderators of upper echelons influence on firm out-
comes (Haleblian and Finkelstein, 1993). Our study, us-
ing a combination of cultural harmony/mastery and
tightness—looseness as moderators, is an important step
in this direction.

Schwartz’s theory of culture and harmonylmastery
orientation

Definitions of culture range from values, norms and be-
liefs to symbols, but there is a general consensus among
scholars that culture is the shared value system of a soci-
ety (Hofstede, 1980; House et al., 2004; Schwartz, 1994).
The values-based approach has generally been favoured
to understand the cultural characteristics of societies,
but some researchers (Gelfand, Nishii and Raver, 2006;
Gelfand et al., 2011) offer a norms-centric framework to
define a society’s culture in terms of tightness and loose-
ness.

We use Schwartz’s cultural value theory (1994, 2006)
to develop our hypotheses. There are several reasons
for this decision. First, the harmony/mastery dimension
taps aspects of culture that most closely approximate
to the concept of CSR, and these aspects of culture are
not captured by other cultural frameworks. Second, his
theory offers a more suitable framework for an institu-
tional analysis because his framework, contrary to the
psychological view of culture (Hofstede, 1980), empha-
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sizes a contextual view in which culture resides outside
individuals and specifies the appropriate ways of fitting
into a society. According to his theory, the scores on
cultural value orientations represent the value-based
normative preferences that underlie the functioning of
social institutions and that are used to justify social and
organizational policies (Schwartz, 1994).

Schwartz’s theory suggests three bipolar dimensions
— hierarchy versus egalitarianism, mastery versus har-
mony, and embeddedness versus autonomy — with
each pole representing opposite orientations that
reflect preferred societal responses to the three basic
problems facing every society. Our study focuses on har-
mony/mastery orientation, which addresses the basic
societal challenge of regulating the utilization of human
and natural resources. Harmony orientation is charac-
terized by a society’s emphasis on ‘fitting into rather
than exploiting the social and natural world, accepting,
preserving, and appreciating the way things are rather
than trying to change them. Harmony cultures value a
world at peace, unity with nature, protecting the envi-
ronment, and accepting one’s portion’ (Schwartz, 2014,
p- 552). Such cultures generally encourage maintaining
smooth relations with relevant others, avoiding conflict,
cooperation over competition, and protection of the
well-being of those whose interests conflict with one’s
own. On the other hand, mastery orientation reflects a
culture’s emphasis on active self-assertion by societal
members to master, direct and change the social and nat-
ural environment and thus further personal or group in-
terests. Mastery cultures associate high importance with
values such as competence, success, daring, ambition
and self-sufficiency, and assume that inequality in the
distribution of resources is legitimate (Schwartz, 2014).

A society’s relative emphasis on harmony/mastery
is manifested in various spheres of life, including the
political arena, the marketplace, and organizations.
For example, competitive economic systems tend to
be more common in mastery cultures, whereas coordi-
nated economies tend to be more common in cultures
high on harmony (Schwartz, 2006). Schwartz (2014) re-
ports a strong negative (positive) correlation between
cultural harmony (mastery) and competitiveness in the
economy across 20 industrialized countries. Pursuing
self-interest and profit maximization, and exploiting re-
sources and people for growth and change are the core
aspects of competitive economic systems (Kasser et al.,
2007), which reflect the underlying mastery-value em-
phasis.

In the same vein, the prevailing cultural value empha-
sis on harmony/mastery is likely to promote different
policies and laws. Harmony cultures support poli-
cies and laws that protect less powerful stakeholders.
On the other hand, mastery cultures tend to focus
on gains made through struggle, so they discourage
protective laws such as unemployment benefit laws
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(Schwartz, 2014). The same emphasis can be seen in
organizational pay policies, such as performance pays
in mastery cultures and equal benefits to all employees
in harmony countries (Gooderham, Gooderham and
Grogaard, 2013).

The complementary role of cultural tightness—looseness

Gelfand, Nishii and Raver (2006, 2011) argue for the use
of cultural tightness—looseness as a complementary di-
mension to develop a deeper understanding of the im-
pact of society’s culture. Gelfand and colleagues argue
that strong norms and sanctioning can exist in both col-
lectivist and individualist cultures, and in cultures high
and low on UA and PD values (Gelfand, Nishii and
Raver, 2006). Thus, the influence of cultural values on
organizational outcomes can be better understood in
concert with cultural tightness and looseness. Consis-
tent with this, Lee and Kramer (2016) argue that orga-
nizations in all societies tend to adopt the values and
norms of their respective national cultures, but the level
of conformity and the sanctioning for deviation varies
based on how tight/loose a particular culture is. In this
sense, harmony/mastery pertains to a society’s empha-
sis on fitting in versus changing the social and natu-
ral environment, but these concepts do not address the
strength of social norms and sanctioning within such
societies. Thus, harmony cultures can be both loose (e.g.
Spain) and tight (e.g. Norway), and, similarly, mastery
cultures can be tight (e.g. India) as well as loose (UK),
and such differences will impact the commitment of or-
ganizations to pursuing CSR policies and practices.

An institutional perspective of societal culture as a
moderator

Scholars have long underscored the contingent effects of
national culture on the effectiveness of organizational
practices (Elenkov and Maneyv, 2005; House et al., 2004;
Kull and Wacker, 2010; Newman and Nollen, 1996). In
relation to this, scholars have also posited that the cul-
tural characteristics of a society influence the effective-
ness of corporate governance practices such as the role
of BGD on firm outcomes (Attah-Boakye et al., 2020;
Naghavi, Sharif and Hussain, 2021; Peng et al., 2022).
From an institutional theory perspective, organizations
conform to cultural norms for gaining legitimacy in or-
der to operate and survive organizations deviating from
attendant norms may face sanctioning (DiMaggio and
Powell, 1983) and deviation tends to induce negative
perceptions among stakeholders, leading to stigma for
such organizations (Devers et al., 2009). The tendency
to sanction and stigmatize for deviance from established
norms tends to vary based on cultural tightness and
looseness. In tight cultures, organizations face strong
and rigid norms, and stakeholders place a high value on
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organizations’ conformity to the societal norms (Dev-
ers et al., 2009). Consequently, organizations in cultur-
ally tight societies face greater pressure to conform to
the national culture and avoid deviating from accept-
able behaviours (Gelfand, Nishii and Raver, 2006; Lee
and Kramer, 2016).

Owing to differences in cultural value emphasis, or-
ganizations in harmony/mastery cultures are exposed
to different social norms and expectations to fit into
society. This leads to differences in how firms in mas-
tery and harmony cultures prioritize and manage rela-
tions with corporate stakeholders. For example, in Eu-
ropean harmony countries, the socially appropriate way
for firms to act is to consider the welfare of a broad
group of stakeholders and involve them in the pol-
icy process and decision making (Jurgens et al., 2010).
On the other hand, American firms (a mastery culture)
seek to maximize shareholder value, and board decision
making is dominated by institutional investors or major
shareholders, which corresponds to the social norms in
American society. Consistent with this, Maignan (2001)
found that German and French consumers (harmony
cultures) showed a greater willingness to support so-
cially responsible organizations than did US consumers.
A similar difference can be observed in the reaction of
different social actors to gender board quotas in Nor-
way and England, which espouse harmony and mas-
tery orientations, respectively. In Norway, the policy re-
ceived a wider support in the political arena, and gen-
der diversity in boards was considered in the wider in-
terest of business and society. In England, the policy
did not receive cohesive and visible support, and dif-
ferent social actors, including politicians and corpora-
tions, showed scepticism about the usefulness of the pol-
icy (Seierstad et al., 2017). According to Terjesen, Aguil-
era and Lorenz (2015), the unique characteristics of the
Norwegian institutional environment, such as empha-
sizing gender parity and protecting the welfare of the
less advantaged segments of the society, led to the gen-
der quota policy and its effective implementation. This
suggests the existence of philosophical and cultural dif-
ferences between harmony- and mastery-oriented soci-
eties in responding to the socially responsible behaviour
of organizations, including gender-diversity issues.

However, the extent to which firms in har-
mony/mastery cultures conform to societal norms
and the tolerance for deviation from such norms will be
contingent on the tightness-looseness of norms in the
respective harmony/mastery culture. For example, firms
in loose-harmony countries such as Spain and France
and countries high on tightness such as Norway will
face different levels of intolerance for non-compliance
to socially responsible behaviour. This, for example, can
be seen in the differences in the application of gender-
egalitarian values in organizations in these countries
(Toh and Leonardelli, 2012). From this, one can reason
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that the harmony/mastery orientation of a society and
the accompanying cultural tightness—looseness will
create facilitating/constraining conditions for women
directors to influence board decision making on the
welfare of the broader range of stakeholders.

Hypotheses development
Moderation by harmony/mastery orientation

The harmony/mastery orientation of a society has im-
plications for how businesses approach CSR. In soci-
eties that prioritize mastery values, there is often pres-
sure on organizations to prioritize profit, even at the ex-
pense of the well-being of a wide range of stakeholders
(Bardi and Sagiv, 2003; Schwartz, 2014). Organizations
in such societies tend to be dynamic, competitive and
achievement-oriented, often using technology to ma-
nipulate the environment to achieve their goals (Sagiv
and Lee, 2006; Sagiv and Schwartz, 2000). On the other
hand, in cultures that emphasize harmony, organiza-
tions are expected to integrate with the social and natu-
ral world, considering the social and environmental im-
pact of their actions. These societies have strong expec-
tations for organizations to operate in socially responsi-
ble ways (Maignan, 2001; Strand, Freeman and Hock-
erts, 2015), leading to widespread pro-environmental
practices (Nuber and Velte, 2021) and strict laws regard-
ing pollution and animal protection (Bardi and Sagiv,
2003). Consistent with this view, Van der Laan Smith,
Adhikari and Tondkar (2005) found that firms in Nor-
way and Denmark — countries with a high harmony em-
phasis — had a higher quantity and quality of corpo-
rate social disclosures than firms from the United States,
a country that has a mastery orientation. A study by
Sievanen, Rita and Scholtens (2013) also revealed that
companies in Norway and Sweden performed well on
socially responsible investing.

The efficacy of BGD in CSR performance is likely
to be influenced by the mastery-harmony context of
the firm. In societies that emphasize mastery values,
organizations are more likely to experience pressure to
maximize profits, even at the expense of the broader
stakeholder group (Schwartz, 2014). Therefore, firms
in such cultures tend to prioritize shareholder relations
and strategic value creation over social responsibility.
Female board members, who often exhibit compassion
and sensitivity towards others, may face challenges
in effectively expressing their values and perspectives
within a culture that prioritizes material interests. Li
and Harrison (2008) argue that, in societies in which
competition and material achievement are emphasized,
corporate performance-oriented activities tend to be le-
gitimized, which may affect the board’s decision making
regarding focusing more on short-term interests (Peng
and Zhang, 2022) rather than on broad stakeholder
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concerns. Similarly, Ingley (2008) have proposed that
board members consider their relations with the share-
holders to be much more of a priority for the company
than relations with other stakeholders, perhaps because
of the societal context being more conducive to creating
shareholder value (Rose, 2007).

In contrast, harmony cultures place greater empha-
sis on concern and care for others than on material
achievement (Schwartz, 2014). In such cultures, orga-
nizations prioritize understanding the social and envi-
ronmental implications of their actions and seek sus-
tainable ways to achieve their goals (Schwartz, 1994).
Thus, the social orientation of women directors to con-
sider the welfare of multiple stakeholders aligns with the
focus of harmony cultures, which may allow female di-
rectors to draw greater board attention towards social
and environmental issues. This is consistent with pre-
vious assertions that the stronger stakeholder orienta-
tion reinforces the positive effect of BGD on CSR is-
sues (Prado-Lorenzo and Garcia-Sanchez, 2010). Sup-
porting this notion, Matsa and Miller (2013) found that
companies with greater gender diversity after the intro-
duction of gender quotas in Norway experienced fewer
employee layoffs than companies with less gender diver-
sity.

Based on the above, we hypothesize the following:

HI: Harmony (mastery) orientation will have a posi-
tive (negative) moderation effect on the relationship
between BGD and CSR performance.

The interaction of harmonylmastery orientation and
cultural tightness

The harmony/mastery value orientation of a nation pro-
vides socially acceptable ways of practising CSR, but
the pressure to conform to the desirable standards may
vary based on the cultural tightness—looseness of a so-
ciety. Because the strength and enforcement of cultural
norms vary in tight and loose societies (Gelfand, 2019),
we posit that the influence of harmony/mastery value
orientation on the relationship between BGD and CSR
performance will be contingent on the strength of the
normative quality of these values. Several previous stud-
ies point in this direction, namely that the influence
of cultural values on outcomes tends to be more pro-
nounced when accompanied by cultural tightness. For
example, in their meta-analysis, Taras, Kirkman and
Steel (2010) found that cultural tightness strengthens
the relationship between cultural values and individual
and organizational outcomes, suggesting that tight ad-
herence to value emphasis is stronger in tight cultures.
According to Toh and Leonardelli (2012), when cul-
tures are tight, egalitarian practices are associated with
a greater emergence of women’s leadership. Likewise,
Stoermer, Hildisch and Froese (2016) theorize that the
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positive/negative moderating effect of cultural values in
the effectiveness of diversity and inclusion management
practices in establishing an inclusive climate is amplified
in tight societies.

Organizations in harmony cultures high on tightness
tend to experience more pressure to conform to national
value priorities regarding social and environmental is-
sues. The reason is that cultures with tightness tend to
be highly committed to implementing changes (Toh and
Leonardelli, 2012), so they both prioritize social and en-
vironmental initiatives and are committed to achieving
those goals through implementing CSR practices. Nor-
way, a harmony and tight culture, leads in promoting
gender equality, with over 45% female board represen-
tation. Additionally, Norway’s commitment to environ-
mental sustainability is evident through the unveiling
of the world’s first fully electric autonomous cargo ves-
sel and the high number of Tesla cars in the country,
reflecting a responsible ecological attitude towards na-
ture.! Hence, when a culture espouses high harmony and
tightness, gender diversity in decision-making teams can
be better leveraged, with women directors contributing
more on social/nonfinancial issues, thereby benefitting
companies in their CSR strategies.

Conversely, cultures high on both mastery and tight-
ness tend to prioritize competitiveness and profit maxi-
mization, emphasizing the creation of shareholder value
over socially responsible behaviour. Because in such cul-
tures the primary focus tends to be on satisfying the
needs of financial stakeholders, female directors are of-
ten recruited for symbolic reasons rather than for their
views on strategic decisions related to broader society
and the environment (Torchia, Calabro and Huse, 2011).
Thus, a cultural context characterized by mastery and
tightness may greatly limit the role of women directors
to influence firm CSR performance. Consequently, we
propose the following:

H?2: Cultural tightness amplifies the positive (negative)
moderating effect of harmony (mastery) orientation in
the relationship between BGD and CSR performance.

Figure 1 presents the conceptual framework of the hy-
pothesized relationships.

Data and empirical model

Our dataset encompasses 5135 firms spanning 25 coun-
tries over the period from 2002 to 2021.? These countries

'See, for more details, https://economictimes.indiatimes.com/
news/international/world-news/worlds-first-electric-
autonomous-cargo-ship-yara-launched-in-norway/yara-
launched-in-norway/slideshow/87999154.cms

2We begin from 2002 owing to the availability of BGD and CSR
performance data at the Refinitiv starting from the same period.

G. Mustafa and 1. Khatri

Mastery-harmon:

Tight-looseness

BGD v [CSRperformance|

Figure 1. Conceptual framework of the hypothesized relationship between
BGD, cultural variables and CSR performance

are geographically diverse and represent a mix of devel-
oped and developing nations. Table 2 shows the details
on the distribution of our sample across industries and
countries. The data were compiled through the merging
of three distinct datasets: (1) firm-level data, encom-
passing information on BGD and CSR performance,
(2) cultural data, and (3) country-level data.

Initially, the firm-level data for BGD and CSR per-
formance score were obtained from Thomson Reuters
(Refinitiv). Within the database, BGD is represented as
the percentage of women directors on corporate boards,
as reported by firms in their annual or CSR reports.
The CSR performance score is calculated as the av-
erage of the environmental and social pillars scores.
Both scores fall within a range of 0—100, where higher
scores indicate superior environmental and social per-
formance, and lower scores suggest the opposite. Ad-
ditionally, we obtained firm-level data, including gover-
nance score, firm size, leverage, profitability, and growth,
from the same database. Market data, institutional own-
ership, and macro-economic data (GDP) were derived
from S&P Capital 1Q, while country-level governance
data, such as political stability score and voice and ac-
countability score, were accessed from the World Bank
website. These firm and country characteristics serve as
control variables in our analysis.

For the cultural variables, we employed archival
data from Schwartz (1994, 2006) and Gelfand er al
(2011), which provide harmony, mastery, and cultural
tightness—looseness scores across countries. Schwartz
conducted a survey [the Schwartz Value Survey (SVS)]
between 1998 and 2007, with 56 value items. The survey
compiled cultural value scores from 80 countries col-
lected from teacher and student samples. In the SVS,
respondents rated the importance of each value, in-
cluding harmony and mastery, as a guiding principle
in their lives on a response scale ranging from —1 (op-
posed to my values) to 7 (of supreme importance). Be-
cause, conceptually, these two cultural value types (har-
mony and mastery) form the opposite ends of a dimen-
sion (Schwartz, 2006), we transformed them into one
dimension by subtracting the score for mastery (nega-
tive pole) from that for harmony (positive pole), which is
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Figure 2. Harmony index and tightness—looseness across countries [ Colour figure can be viewed at wileyonlinelibrary.com ]
consistent with the previous research (Smith, 2017; Vau- Our empirical models are as follows:
clair et al., 2015; Vauclair and Fischer, 2011).
Gelfand et al. (2011) developed a cultural tightness— CSR performance; = By + B1 x BGD; + 2
looseness score for 33 countries in a survey with 6823 % Z controls; + ¥ + &i., (1)

respondents during 2000—2003. According to Gelfand
et al. (2011), tight cultures have many strong norms
and a low tolerance of deviant behaviour, whereas loose
cultures have weak social norms and a high tolerance
for deviant behaviour. The researchers define tightness—
looseness as a continuum rather than a dichotomy. The
reference point for the tightness score is a mean score of
6.5, which allows researchers to cluster relatively tight
or loose group of nations.

Our final sample included 25 countries. The rea-
son is that, although the scores for harmony/mastery
are available for 86 countries, and those for cultural
tightness—looseness are available for 33 countries, be-
cause of the availability of firm-level data in databases
for countries with both harmony/mastery and cultural
tightness—looseness scores, our final sample included 25
countries and 5135 firms over 20 years, giving 48,005
firm-year observations. Figure 2 illustrates these coun-
tries in a grid that incorporates the harmony index
and tightness—looseness values. Notably, Norway is ob-
served as a country characterized by high harmony
and cultural tightness, while India and Malaysia exhibit
characteristics of mastery-oriented tight cultures. More-
over, Hungary is depicted as having a culture focused
on harmony with an element of looseness, whereas Is-
rael and the United States display a mastery culture that
also encompasses elements of looseness.

CSR performance; = By + B1 x BGDj + B2

x Harmony index; + 83 x BGD; x Harmony index;

+ B4 X Z controls; ¢ + y + &y, 2

CSR performance;; = fy + 1 x BGD;i + >
x Harmony index; + 83 x cultural_tightness;
+ B4 x BGD; x Harmony index; + 85 x BGD;

x Harmony index; x cultural_tightness; + fg

X Zcontrolsi,t + v+ 3)

In each of the three models, CSR performance is mea-
sured through an aggregated score derived from the en-
vironmental and social pillars, while BGD is measured
as the percentage of women directors on boards. Model
2 incorporates the interaction term between BGD and
the harmony index. Model 3 expands on Model 2 by
introducing the second-order moderating effect of cul-
tural tightness or looseness, measured by the cultural
tightness score. Both diversity and cultural variables un-
dergo standardization in these models. Moreover, all
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models include firm- and country-level control vari-
ables to mitigate the potential omitted variables bias.
This incorporation is intended to bolster the credibil-
ity of our analyses by accommodating additional fac-
tors that could impact firms’ CSR initiatives. We incor-
porate controls for firm characteristics because compa-
nies with greater resources and a robust financial posi-
tion are often better positioned to invest in environmen-
tal and social initiatives. Therefore, we include variables
such as firm size, leverage, profitability, and the presence
of loss to account for these factors in our analysis. We
also control for institutional ownership, because insti-
tutional investors, owing to their substantial stakes in
firms, possess the capacity to influence management de-
cisions. Furthermore, in recent times, regulatory pres-
sures have compelled institutional investors to incorpo-
rate sustainability considerations into their investment
decisions. This, in turn, has implications for firm-level
CSR activities.

Moreover, we consider country-level variables that
could impact firm-level CSR, including aspects of the
prevailing culture. Specifically, we incorporate variables
reflecting the politics and government of the country
where the firm is situated. This is performed by includ-
ing World Bank-computed scores on political stability
and perceptions of voice and accountability in the coun-
try. In situations characterized by unstable politics and
a lack of voice and accountability in the public sphere,
firms may exhibit reduced interest in participating or in-
vesting in CSR activities. Further, a state of instability
in a country may not align with values associated with
harmony, such as world at peace, protecting the envi-
ronment, and unity with nature. Lastly, we incorporate
GDP as a measure to control for the country’s economic
status. This is essential because the connection between
economic growth and sustainability is a pertinent policy
issue. By including GDP as a control variable, we aim to
account for the economic context in which firms oper-
ate, recognizing the potential influence of overall eco-
nomic conditions on the implementation and success of
sustainability initiatives.> Therefore, the inclusion of a
comprehensive set of control variables is aimed at pre-
senting a more nuanced and robust comprehension of
the relationships under investigation.

The symbol y in the models refers to the time- and
industry-fixed effects, and & is the error term. Three
models are estimated using the panel regression method,
where standard errors are clustered at the firm level.

30ne of the main objectives of the OECD environmental strat-
egy for the first decade of the 21st century is to decouple the
environmental pressures from economic growth. According to
the OECD, ‘decoupling occurs when the growth rate of an envi-
ronmental pressure is less than that of its economic driving force
(e.g. GDP) over a given period’. See https://www.oecd.org/env/
indicators-modelling-outlooks/1933638.pdf

G. Mustafa and 1. Khatri

Table 1. Summary statistics

Variable Obs.  Mean Std dev. Min. Max.
CSRperformance 48,005 39.947 24.127 0.082  97.328
BGD 48,005 15.615 13.092 0 100
Harmonyindex 48,005  0.137 0.411 —0.63 0.81
Cultural_tightness 48,005  6.612 2.674 2.9 12.3
Governancescore 48,005 49.856 22.409 0.187 99.535
Firmsize 48,005 23.128 2.661 10.855  33.516
Leverage 48,005  0.971 2.072 —11.741 33.579
Profitability 48,005  3.639 10.386  —65.39 39455
Loss 48,005  0.252 0.434 0 1
Market-to-book 48,005  4.136 8.038  —14.27 97.326
Institutionalholdings 48,005 51.423  32.267 0 106.02
Political_instability 48,005 63.267 17.64 0 99.524
Voice&accountability 48,005 80.448  14.406 0 100
GDP 48,005 17.111 2.506 0 19.167

Table 1 presents the descriptive statistics of variables for the study.
Please refer to Appendix for variable definitions.

Results and analysis
Descriptive results

Table 1 provides a summary of the statistical data for
the variables employed in our primary models. The CSR
performance score has a mean of 39.95, with a range
spanning from 0.08 to 97.33. On average, our sample
demonstrates a 15.62% BGD. The harmony index, at
0.14, indicates that most represented countries lean to-
wards the harmony cultural orientation. The cultural
tightness index has an average value of 6.61 and ranges
from 2.9 to 12.3.

Table 2 shows our sample distribution across coun-
tries and industries. The first column lists the names of
the 25 countries included in our study. There seems to
be a good representation of countries from different re-
gions across the world (e.g. Asia, America, Continental
Europe, Scandinavia etc.). As noted earlier, most of the
observations are from the United States. Similarly, we
cover 11 sectors based on the Global Industrial Classi-
fication Standards (GICS) two-digit code. The highest
numbers of firms are from the industrial and financial
sectors.

Table 3 displays the pairwise correlation coefficients
among the variables employed in our models. Notably,
the correlations between BGD and CSR performance
(0.27), harmony index and CSR performance (0.25),
and cultural tightness index and CSR performance
(0.09) are significant and positive. The remaining vari-
ables exhibit relatively moderate correlations. Impor-
tantly, none of the variables surpass a correlation coeffi-
cient of 0.60, indicating the absence of multicollinearity.

Regression results

Table 4 presents our results from our three main models.
Model 1 shows that BGD is positively and significantly
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Table 3. Pairwise correlations

G. Mustafa and 1. Khatri

Variable O] (@) (3) “ (5 (6) (7 ®) (€] 10 an o 3daz 13 14
(1) CSRperformance 1.000
(2) BGD 0.272* 1.000

0.248* —0.021* 1.000
0.093* —0.184* 0.334* 1.000

(3) Harmonyindex
(4) Cultural_tightness

(5) Governancescore 0.433* 0.257* 0.032* 0.003 1.000
(6) Firmsize 0.358* —0.180* 0.256* 0.453* 0.188*
(7) Leverage 0.078* 0.018* 0.028* 0.004  0.024*
(8) Profitability 0.069* 0.003  0.022* 0.075* 0.074*
(9) Loss

(10) Market-to-book

1.000

0.149* 1.000

0.067* —0.076* 1.000

—0.039* 0.016* 0.009 —0.061* —0.056* —0.003  0.117* —0.590* 1.000
—0.035% 0.037* —0.118* 0.062* —0.018* —0.169* 0.300* 0.102* —0.064* 1.000

(11) Institutionalholdings —0.024* 0.105* —0.489* —0.265* 0.115*% —0.115* —0.029* 0.082* —0.083* —0.034* 1.000

(12) Political_instability =~ —0.067* —0.142* 0.259* 0.152* —0.013*

0.132* —0.056* —0.004 —0.021* —0.054* —0.124* 1.000

(13) Voice&accountability —0.046* 0.072* 0.128* —0.292* —0.001 —0.136¥ —0.011 —0.007  0.014* —0.179* 0.208* 0.401* 1.000

(14) GDP

—0.029* 0.039* —0.275* —0.115* —0.010 —0.007 —0.008 —0.038* 0.004 —0.063* 0.312* —0.050* 0.128* 1.000

Table 3 presents correlations between variables used in the study. “p < 0.01.

(B = 5.4315, p = 0.01) associated with CSR perfor-
mance. Our interaction Model 2 shows that the positive
and significant association between BGD and CSR
performance is positively (8 = 1.2555, p = 0.01) moder-
ated by harmony cultural orientation (harmony index).
Furthermore, Model 3 shows that cultural tightness
further strengthens the moderating effect of harmony
orientation on the relationship between BGD and CSR
performance. Specifically, our second-order moderation
test with cultural tightness as the moderator showed
that the positive moderating effect of harmony orienta-
tion increases (from 8 = 1.4342, p = 0.01 to B = 1.6241,
o = 0.01) if the culture (i.e. harmony-oriented culture)
is tight. As a result, our assertion is that nations like
Norway, particularly when contrasted with Germany
and Spain, exhibiting high scores in both harmony and
tightness, are likely to experience a synergistic impact
of BGD on CSR performance. This implies that the
presence of women on boards could play a significant
role in CSR performance in cultures that prioritize
harmony. Conversely, in countries such as the United
States, Japan and India, where there is a strong em-
phasis on mastery values, the contribution of women
on boards might tend to have a negative or indifferent
effect on CSR performance.

IV-2SLS model

We performed two-stage least squares regression to
account for potential endogeneity related to the en-
dogenous BGD variable. In the first stage, we regress
the BGD with baseline covariates and the instrument
female-to-male labour-force participation ratio. This
instrument accounts for the historical percentage of
women who are older than 15 years who engage in the
labour market in each country. The rationale is that for
a higher women’s labour-force participation, a larger
pool of women candidates is available to join corpo-

rate boards. Thus, we assume a positive relationship
of the female-to-male labour-force participation ratio
with BGD, in line with earlier studies (Atif ef al., 2021;
Gull, Atif and Hussain, 2023). Our first-stage result in
Table 5, as shown by Model 1, confirms our hypothesis
that the higher the female-to-male labour-market par-
ticipation ratio, the higher the proportion of women on
boards. We ran post-estimation tests for the relevance
of TV-2SLS model and strength of the instrument. The
Stock-Yogo Wald F statistic is 2081.03, clearly exceed-
ing the threshold of 10, which shows that the instrument
is not weak. Furthermore, both the underindentification
test (Kleibergen—Paap rk LM statistic) and the test of
significance of endogeneity (Stock—Wright LM S statis-
tic) are significant.

We use the fitted BGD variable in the second-stage
regressions. Models 2-4 in Table 5 present the second-
stage regression results. The first- and second-order in-
teractions in Models 3 and 4, respectively, show the con-
sistent positive moderating effect of the harmony in-
dex on the relationship between BGD and CSR per-
formance, which is stronger when the cultural context
is tight. Therefore, IV-2SLS regression, even after ac-
counting for the endogenous nature of our independent
variable, shows consistent results, providing further con-
firmation of the study hypotheses.

Robustness tests

We performed several robustness tests. First, we calcu-
late predictive margins of the categorical variable that
assigns a value of one if the sample is from a coun-
try emphasizing harmony with high cultural tightness,
and zero if it is a harmony-oriented country with low
cultural tightness. Subsequently, we utilize a linear pre-
diction model for computing the predictive margins
that shows how P(Y) changes in response to X, and
as the categorical variable (Z) changes from 0 to 1,
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Table 4. Main models
1 2 3)
Model 1 Model 2 Model 3
Variables CSRperformance CSRperformance CSRperformance
BGD 5.43]5%%* 4.6619%%* 3.9339%**
(0.2449) (0.2393) (0.2389)
Harmonyindex 4.8949% 5.5839%**
(0.3326) (0.3328)
BGD*Harmonyindex 1.2555%** 1.4342%**
(0.1824) (0.1868)
Cultural_tightness —2.8361%**
(0.3352)
BGD*Harmonyindex*Cultural_tightness 1.6241%**
(0.3565)
Governancescore 0.3176%** 0.3165%** 0.3109%**
(0.0106) (0.0103) (0.0102)
Firmsize 3.6691*** 3.2992%** 3.7521 %%
(0.1098) (0.1123) (0.1211)
Leverage 0.0887 0.0501 —0.0549
(0.1061) (0.0990) (0.0971)
Profitability 0.0394%* 0.0168 0.0188
(0.0186) (0.0183) (0.0182)
Loss —0.4940 —0.5698 —0.7647*
(0.4782) (0.4546) (0.4467)
Market-to-book 0.0756%** 0.1252%** 0.1606%**
(0.0276) (0.0272) (0.0270)
Institutionalholdings —0.0440%** 0.0321%** 0.0309%**
(0.0085) (0.0088) (0.0088)
Political_instability —0.2030%** —0.2197*** —0.1904%**
(0.0187) (0.0180) (0.0180)
Voice&accountability 0.1764%*** 0.0846%** 0.0202
(0.0236) (0.0214) (0.0222)
GDP —0.3820%** —0.0134 0.0425
(0.1294) (0.1066) (0.1059)
Constant —71.2496%** —64.9421%** —73.2258%**
(4.0250) (3.7627) (3.8748)
Industry effects Yes Yes Yes
Year effects Yes Yes Yes
Observations 48,005 48,005 48,005
R-squared 0.380 0.411 0.420

Table 4 reports results for three main models using ordinary least squares (OLS) panel regression. Model 1 shows the relationship between BGD and
CSR performance. Model 2 shows the moderating effect of the harmony index, while Model 3 extends Model 2 by including cultural tightness as
the second-order moderating variable. All models include firm- and country-level control variables. Further industry and year effects are included.
Robust-cluster standard errors are in parentheses. ~"p < 0.01, **p < 0.05, *p < 0.1.

after controlling for other covariates in the model. In
Figure 3, the dashed line signifies a positive influence
of culture emphasizing harmony on the relationship be-
tween BGD and the predicted margins of CSR perfor-
mance. Meanwhile, the solid line representing harmony-
tightness reveals a more pronounced predictive margins
impact. Notably, the predictive margins of harmony-
tightness surpass those of sole harmony when BGD
reaches approximately 40%. This suggests that having
a critical mass of female directors on boards is advan-
tageous for incorporating cultural values related to har-
mony into CSR performance.

Second, we employ the environmental and social pil-
lars, along with their respective categories, as distinct

dependent variables in our analysis. Table 6 illustrates
this with Models 1-4, where the dependent variables
represent scores for overall environmental performance
and performance across various categories within the
environmental domain. Likewise, Models 5-9 showcase
scores for overall social performance and performance
within different categories of the social domain. The
findings generally indicate that the moderating effects
of cultural measures on the relationship between BGD
and CSR are both significant and positive.

Third, we assess the robustness of our results by con-
ducting tests that exclude the United States from our
sample, given that this country constitutes nearly 40%
of the overall sample. This step is taken to examine the
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Table 5. Instrumental variable two-stage least squares (1V-2SLS) models

G. Mustafa and 1. Khatri

(€] ()] (3 @
Model 1 Model 2 Model 3 Model 4
Variables BGD CSRperformance CSRperformance CSRperformance
BGD 3.7189%** 3.2124%** 3.0604%**
(0.2023) (0.1960) (0.2032)
Harmonyindex 5.0963%** 5.7699%%%*
(0.3364) (0.3372)
BGD*Harmonyindex 0.3476* 0.4043**
(0.1850) (0.1847)
Cultural_tightness —3.2302%**
(0.3430)
BGD*Harmonyindex*Cultural_tightness 0.8940%**
(0.3133)
Female-to-male participation ratio 0.3369%**
(0.0191)
Governancescore 0.0014%** 0.3800%** 0.3720%** 0.3631%***
(0.0000) (0.0104) (0.0102) (0.0100)
Firmsize —0.0010 3.3686%** 2.9752%%* 3.4587%*%*
(0.0006) (0.1128) (0.1152) (0.1226)
Leverage 0.0002 0.1474 0.1016 —0.0158
(0.0005) (0.1072) (0.1014) (0.0988)
Profitability 0.0006%** 0.0646%** 0.0411%* 0.0434%**
(0.0001) (0.0188) (0.0187) (0.0185)
Loss 0.0006%*** 0.0867%** 0.1362%** 0.1793%**
(0.0002) (0.0281) (0.0279) (0.0275)
Market-to-book —0.0004 —0.4542 —0.5615 —0.7854*
(0.0024) (0.4881) (0.4672) (0.4568)
Institutionalholdings —0.0001** —0.0400%** 0.0333%** 0.0307***
(0.0000) (0.0086) (0.0090) (0.0089)
Political_instability —0.0016%** —0.2450%** —0.2634%** —0.2370%**
(0.0001) (0.0191) (0.0183) (0.0182)
Voice&accountability 0.0014%** 0.2552%** 0.1667*** 0.0971%***
(0.0001) (0.0244) (0.0227) (0.0231)
GDP —0.0008 —0.4284%** —0.0817 —0.0572
(0.0007) (0.1278) (0.1063) (0.1062)
Constant —0.2002%** —72.7836%** —65.2019%** —72.8381%**
(0.0261) (4.1145) (3.8756) (3.9437)
Industry effects Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Cragg—Donald Wald F statistic 2081.035
Kleibergen—Paap Wald rk F statistic 239.12%**
Stock—Wright LM S statistic 257.7716%**
Observations 48,005 48,005 48,005 48,005
R-squared 0.328 0.368 0.396 0.406

Table 5 reports the first and second-stage results for three main models using instrumental variable-2SLS regression. Model 1 shows the first-stage
results, where we use an instrument (Female-to-male participation ratio) to predict the BGD (proportion of female directors). Models 2-4 show
the relationship between BGD and CSR performance. Model 3 shows the moderating effect of the harmony index, while Model 4 extends Model 3
including cultural tightness as the second-order moderating variable. All models include firm- and country-level control variables. Further industry
and year effects are included. Robust-cluster standard errors are in parentheses. ***p < 0.01, **p < 0.05, *p < 0.1.

consistency of our findings when the influence of the
United States is excluded. Moreover, we omit financial
firms from our sample because of the specific regula-
tions governing this sector. In both instances of exclu-
sion, our findings seem to remain consistent and unaf-
fected, as reported in Table 7.

Fourth, we test our main models using alternative
proxies of BGD, such as the number of women direc-
tors on boards and the Blau index. The unreported re-
sults are consistent with our main results. Fifth, we used

one-period-forward dependent variable to account for
reverse causality and found similar results, which are un-
reported for brevity.

Finally, to address the influence of additional cul-
tural values, we include controls for embeddedness and
hierarchy, as defined by Schwartz (1994). Embedded-
ness pertains to a focus on the status quo and avoid-
ing actions that could disrupt social relationships and
internalized commitments. Hierarchy involves the obli-
gations and expectations associated with ascribed roles,
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Figure 3. Predictive margins plot

whereby individuals are socialized to accept the hierar-
chical distribution of roles. We further incorporate Hof-
stede’s (1980) cultural dimensions of collectivism, PD
and UA as controls. The relevance of these cultural vari-
ables to the effectiveness of BGD on CSR has been sug-
gested in previous research (Peng et al., 2022). Collec-
tivist cultures, for example, are argued to facilitate the
communication of women directors’ views on CSR be-
cause of the enhanced communication and collabora-
tion among organizational members in such cultures.
Likewise, it is suggested that in low-UA cultures, corpo-
rate boards may be more receptive to female directors’
viewpoints because such cultures are more open regard-
ing novel and diverse perspectives. In high-PD cultures,
men and women tend to have an unequal distribution of
power, which is argued to manifest in the board room
and which may weaken women directors’ influence on
CSR-related decision making (Peng et al., 2022). Our
unreported results are consistent even after accounting
for several omitted cultural contexts.

CSR policy initiatives

Establishing CSR policies at the firm level is essential
for formulating strategies, defining objectives, and plan-
ning future actions related to CSR. CSR policies offer
guidelines to safeguard both the environment and so-
cietal well-being. Within this context, we recognize the
importance of incorporating the impact of BGD and a
culture of harmony into initial firm-level CSR policies,
which have the potential to subsequently influence CSR
performance (Clark, Arora and Gabaldon, 2022). We
scrutinize socio-environmental policies encompassing
carbon emissions, energy efficiency, resource reductions,
sustainable supply chain practices, human rights, work-
force diversity, and community engagement, as well as
measures against bribery and corruption. Table 8 dis-
plays the outcomes of the logistic regression, revealing
that the moderating impact of harmony culture on the
association between BGD and CSR policies is both sig-
nificant and positive. Moreover, this effect is particularly
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pronounced in cultural contexts characterized by tight-
ness. In summary, our findings suggest that CSR policy
initiatives can serve as mechanisms to enhance CSR per-
formance, particularly within a cultural context charac-
terized by both harmony orientation and tightness.

Fiduciary duty of the board

As fiduciaries, directors are obligated to act in the best
interests of their company and its shareholders. Conse-
quently, shareholders exert significant pressures on di-
rectors to prioritize their interests. The question arises
when attempting to comprehend why directors priori-
tize CSR performance. Our assumption is that in a cul-
tural context characterized by harmony, there is a fi-
nancial implication of CSR performance for the eco-
nomic benefit of shareholders. In other words, improved
CSR performance in nations characterized by a har-
mony cultural orientation is thought to yield financial
consequences. The financial advantages stemming from
the alignment of management practices with national
culture are apparent in research conducted by Newman
and Nollen (1996). These considerations serve as mo-
tivations for directors to proactively improve CSR ef-
forts. In our investigation of this issue, we segmented
the sample into subsets representing harmony and mas-
tery cultures and examined how investors and lenders
perceive the CSR performance of firms in each cate-
gory. The results shown in Table 9 suggest that CSR
performance has a more positive financial impact in a
harmony culture than in a mastery culture. This is sup-
ported by the fact that stock prices are positive, bid—
ask spreads are negative, and costs of debt are nega-
tive. Essentially, this suggests that companies operating
within a harmony culture are financially rewarded for
their CSR performance. Additionally, they benefit from
increased liquidity due to reduced information asymme-
try, and they have better access to debt financing be-
cause of lower costs of debt. In summary, these find-
ings highlight the financial benefits associated with CSR
practices in harmony culture settings. Therefore, we ar-
gue that BGD contributes (or fulfils its fiduciary duty)
to enhancing financial value for shareholders through
improved CSR performance specifically in a harmony
culture.

Discussion

Previous literature has attempted to address the role
of institutional factors on the relationship between
BGD and firm CSR performance; however, important
gaps remain. Building on Shwartz’s (1994) and Gelfand
et al.’s (2006) theories, we offer an integrated framework
of values- and norms-centric approaches to culture to
show that the interplay between a society’s values

© 2024 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of

Management.

BSUBD1T SUOWWIOD BANEB.D ol jdde auy) Aq pausenoh a1e sapie YO B8N J0 S3IN 104 Akeiq 1 BUIIUQ AB]IA LD (SUORIPUCO-PUE-SWLBI LI A8 | 1M ARId 1 BUIIUO//SANY) SUOIIPUOD PUe SWS L a1 38S *[17202/20/Te] uo Arigiauluo Asjim ‘ABojouyse L %9 90us1ds JO AiseAn ueiBamioN NUIN AQ vE8ZT TSS8-29vT/TTTT OT/I0p/L0Y A8 | M AL 1[Bul|UO//SANY WOy papeoiumod ‘0 ‘TSSBL9VT



14678551, 0, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/1467-8551.12834 by Ntnu Norwegian University Of Science & Technology, Wiley Online Library on [31/07/2024]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

Management.

G. Mustafa and 1. Khatri

10> dy '60°0 > dyx ‘1070 > d_, sosoyyuared
Ul 9I€ SIOLId PIEPUER)S IOISN[O-)SNQOY "PIPN[OUT dIE SJO9JJ0 T8K pue AIISnpur Joy}In,j SI[QBLIBA [01}UO0D [9AJ[-A1JUNOD PUE -WLIL IPN[OUI S[OPOW [[ "90UBULIONAd [BI00S 10J SAINSBAW MOYS GG S[OPOIA
J[IYM “90UBRWLIOJIdd [BIUSWUOIIAUF JOJ SOINSBIW MOY[S ] S[OPOJA “(£) uonenba [opowr suraseq a3 10 ([BIO0S PUB [BIUIWUOIIAUF ) UBWLIONd S JO SOLI0TIBI JUAIQIP 10J S3nsal sy10dar g d[qe],

6CC0 99T°0 61¢€°0 96C°0 LYE0 §9C0 117°0 LLEO 90 parenbs-y
S00°8t S00°8 S00°8Y S00°8t S00°8Y €96°LY S00°8 S00°8 S00°8Y SUONBAISqQQO
SOX SOX SOX SOX SOX SOX SOX SOX SOX $)O3JJ9 TedX
SOA SOA SOA SOA SIA SIA SOA SOA SIA §193}J9 %Hamﬂ.—ﬁvﬁm
SOX SOX SOX SOX SOX SOX SOX SOX SOX s[onuo)
(+00€°S) (YLLE'Y) (LSET'S) (SS06') (8T6°€) (8060°S) (068C°S) (80%€°S) (Y9ct')
s [ [TL°G9— w3k VCSTIT— 52508099 — %€G0T°6— s [CSL9E—  wuex [OVV OTT —  wsexCCCEECT—  5xx[1CO6°TOT—  54xP669°601— jueisuon)
(61€¥°0) (859%°0) (¥$8%°0) (989%°0) (T18¢°0) (S11+°0) (L6¥1'0) (185+°0) (L¥8€°0)
10¥1°0 #5x8LOL'C w3x [088°C w5k E1CST #3x0900°C 969T°0 sk L8TE] #x5£€0L"T #x5:CCVC 1 SSOUIYSH [RININD) 4 XoPUIAUOULIRH . ADH
(€L9¥°0) (882¥°0) (868%°0) (€21¥°0) (61t€°0) (¥$9t°0) (LyLY0) (L8S+°0) (zs8¢'0)
VLS 0— #3x0001°9— #3x00L6°C— wiek0CLL T—  %x%C600°€—  #4x5566'1— sk 1SECT— s [ [1€°E€— #%x0099C— SSOWYSH [RINIM)
(6592°0) (o¥¥T0) (s092°0) (6£€T°0) (ss61°0) (S¥$2°0) (65¥C°0) (6952°0) (1€12°0)
w3k 0LSE] w5xSVOV 1 #5xSECCT #5x8ECY 1 #5x8LV9"1 sk LVOV 1 w5901 T71 w3 [ G901 #5x90CC 1 XOpUIKUOWIRH DT
(999%°0) (z80¥°0) (1LS¥°0) (¥96€°0) (66£€°0) (6£S+°0) (L¥SH'0) (L¥9t°0) (€08¢€°0)
sk VLYY #5x5E0S €~ s € IVEL #5x0789°8 s VEVY #5x0LV9'Y w3 CV09°8 s [LVT'8 w3 VVC0'L xopurfuourre
(0Tse0) (801€°0) (1€€€°0) (860€°0) (6S¥T°0) (TLEE0) (LLTE0) (S1¥€°0) (66LT°0)
w3 COVE T w3V 1C9°€ #3x0566°€ sk ELLY'Y #35x6769°€ #3x056€C #5x00CL'Y #5x8€€0°C w5x8CLTY and
fAqisuodsayonpord  Aunwwo))  SIYSTYUBWNE  90IOPTIOM [[e10A0 UONBAOUUT 7]  SUOISSIWE ~ 9S()30INOSNY IGREING) S[qeLIep
6 [°POINL 8 [PPOIN L [°POIN 9 [PPOIN S [°POIN ¥ [PPOIN ¢ [PPOIN C [°POIN I [°PPOIN
dourwIofrad [B100S doueurLIofIod [BJUSWUOIIAUY

aoupuriofiad YO Jo $a11082102 Jua2ffiq 9 2|qn[

© 2024 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of

14



Board Gender Diversity and CSR Performance

Table 7. Exclusion of firms
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Exclusion - US

Exclusion - Financial

Exclusion - US and

firms firms financial firms
Model 1 Model 2 Model 3
Variable CSRperformance CSRperformance CSRperformance
BGD 3.2045%** 3.8924%** 3.0928%**
(0.3927) (0.2617) (0.4329)
Harmonyindex 5.1430%** 5.5594%** 5.7215%**
(0.5252) (0.3743) (0.5797)
BGD*Harmonyindex 1.1683*** 1.3748*** 1.2957***
(0.3039) (0.2091) (0.3394)
Cultural_tightness —2.2807*** —2.5761%** —1.7133%**
(0.3578) (0.3716) (0.3868)
BGD*Harmonyindex* Cultural_tightness 1.4243%%* 1.7742%%* 1.3189%**
(0.3742) (0.4100) (0.4224)
Constant —51.3367%** —76.8051%** —53.2465%**
(4.5399) (4.2032) (4.8386)
Controls Yes Yes Yes
Industry effects Yes Yes Yes
Year effects Yes Yes Yes
Observations 28,137 40,456 23,977
R-squared 0.409 0.424 0.413

Table 7 reports the results for baseline equation (3). Model 1 excludes US firms from the analysis. Model 2 excludes financial firms, and Model 3
excludes both US and financial firms. All models include firm- and country-level control variables. Further industry and year effects are included.
Robust-cluster standard errors are in parentheses. " p < 0.01, **p < 0.05, *p < 0.1.

and the tightness of norms provides a more nuanced
picture of how a society’s culture influences the effec-
tiveness of BGD on CSR. Our findings confirm our
assumptions that gender-diverse boards will be more
effective in harmony- than in mastery-oriented cultures.
Particularly, the relationship between BGD and CSR
performance is more intense when harmony/mastery
orientation is accompanied by cultural tightness. These
findings provide an improved understanding of the
effectiveness of gender-diverse boards in a relatively
large number of countries, including both Western
and non-Western nations. For example, the findings
suggest that firms in countries such as Germany, which
is relatively high on harmony orientation and cultural
tightness, and Norway, which has a tight and high
harmony-oriented culture, will have a high level of CSR
performance as a result of gender diversity in their cor-
porate boards. Conversely, in the United States, a high
mastery and loose culture, BGD will be less effective in
firm CSR performance. The role of women directors
in influencing CSR performance may be further stifled
in cultures such as India and China, which are high on
both mastery and tightness.

Further, our additional analysis shows that firms’
CSR focus in harmony cultures tends to improve fi-
nancial value through improved stock price, higher liq-
uidity, and easy access to debt financing. This suggests
that CSR initiatives tend to increase financial perfor-
mance if there is a fit between institutional environ-
ments and firm initiatives (Newman and Nollen, 1996).
It seems that CSR performers garner legitimacy and

greater stakeholder support in environments that pri-
oritize harmony, which in turn translates into financial
value. Below, we suggest some theoretical and practical
implications from our findings.

Theoretical implications

We contribute to several streams of literature. First, our
study contributes to the literature on CSR by theoriz-
ing and testing a more fine-grained interaction model.
Extending the previous work on BGD and CSR perfor-
mance (e.g. Rose, 2007; Kyaw, Olugbode and Petracci,
2017; Francoeur et al., 2019; Jain and Zaman, 2020), we
postulate and show support for an interaction of BGD,
harmony/mastery orientation and cultural tightness—
looseness in relation to CSR performance. We argue that
firms react differently to BGD in terms of CSR per-
formance depending on the degree of harmony/mastery
orientation and the cultural tightness—looseness of the
surrounding national culture.

Second, we add to the literature on the role of na-
tional institutional environment in shaping CSR (Gar-
cia Martin and Herrero, 2020; Gull, Atif and Hussain,
2023; Peng et al., 2022; Peng, Qi and Wang, 2022; Seier-
stad et al., 2017) by introducing harmony/mastery value
orientation to the BGD-CSR relationship debate. We
argue that harmony/mastery value orientation holds sig-
nificant theoretical relevance in relation to the effective-
ness of BGD on CSR performance. We further assert
that a society’s harmony/mastery orientation and the
associated strength and pervasiveness of norms in the
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Table 9. CSR, culture and financial value
Harmony orientation Mastery orientation

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Variable Ln(price) Ln(spread) Costofdebt Ln(price) Ln(spread) Costofdebt
CSRperformance 0.2875%** —0.2864*** —0.0051** —0.1946%** —0.0206 0.0016

(0.0432) (0.0178) (0.0024) (0.0290) (0.0166) (0.0025)
Constant —1.6353%** —2.1150%** 0.4810%** —8.3820%** 4.3974%** 0.3701%***

(0.5608) (0.3279) (0.0326) (0.5933) (0.3501) (0.0474)
Controls Yes Yes Yes Yes Yes Yes
Industry effects Yes Yes Yes Yes Yes Yes
Year effects Yes Yes Yes Yes Yes Yes
Observations 17,818 16,327 14,816 29,003 28,385 20,195
R-squared 0.229 0.427 0.100 0.391 0.502 0.039

Table 9 reports cross-sectional results examining the relationship between CSR performance and financial performance. Models 1-3 include a
harmony-oriented sub-sample, while Models 4-6 include a mastery-oriented sub-sample. This sample split is based on the Harmony index values
where positive and negative values indicate the harmony-oriented and mastery-oriented subsamples, respectively. The dependent variables Ln(price),
Ln(spread) and Costofdebt are financial measures, where Ln(price) is the natural logarithm of average stock price over a year, Ln(spread) is the
natural logarithm of average (Ask — Bid)/[(Ask + Bid)/2] over a year, and Costofdebt is the interest expenses divided by the average of short- and
long-term debt. All models include firm- and country-level control variables. Further industry and year effects are included. Robust-cluster standard

errors are in parentheses. = p < 0.01, **p < 0.05, *p < 0.1.

society in which a firm operates may explain the extent
to which gender-diverse boards can influence CSR per-
formance. The work on institutional factors as mod-
erators of BGD has not always shown consistent re-
sults (e.g. Peng, Qi and Wang, 2022), which we propose
may be due to these factors themselves being contingent.
Thus, we propose and test a contingency model in which
cultural tightness affects whether harmony/mastery ori-
entation forms a boundary condition for the BGD and
CSR performance relationship. Our findings suggest
that societal harmony/mastery orientation and differ-
ing degrees of tightness may help explain contradictory
findings on the CSR benefits of BGD in different insti-
tutional contexts.

Third, our finding that the link between BGD and
CSR performance is contingent on a combination of
cultural characteristics contributes to the literature on
moderators of the influence of upper echelons (Byron
and Post, 2016), specifically BGD (e.g. Attah-Boakye
etal.,2020; Liet al.,2017; Naghavi, Sharif and Hussain,
2021). We argue that the effect of BGD on CSR perfor-
mance is closely interwoven with national cultural val-
ues and norms. In cultures that value harmony, having
a more balanced mix of genders on corporate boards
demonstrates a dedication to pro-social and ecologi-
cal behaviours. The constraining effect of mastery ori-
entation can be explained by the competitive focus of
mastery-oriented cultures, in which BGD may be seen
as deviating from the performance-oriented focus.

Furthermore, integrating cultural tightness—
looseness into our model, we contend that in tight
cultures, the moderating effect of harmony/mastery is
likely to be more pronounced than in loose cultures (Lee
and Kramer, 2016; Stoermer, Hildisch and Froese, 2016;

Taras, Kirkman and Steel, 2010; Toh and Leonardelli,
2012). This suggests that the presence of strong norms
in a society to enforce socially responsible approaches
versus maximizing profits amplifies the effect of har-
mony/mastery in the link between BGD and firm CSR
performance.

Practical implications

Our findings have several practical implications for or-
ganizations and policymakers.

First, governments should strengthen the regulatory
framework on gender diversity and socially responsi-
ble practices of firms, particularly in mastery cultures.
Although laws and regulations that do not reflect the
underlying informal institutions are unable to achieve
the intended objectives (Clark, Arora and Gabaldon,
2022), reinforcing formal institutions tends to influence
cultural norms when, for example, gender diversity in
leadership and firms’ socially responsible behaviour be-
come more commonplace (Strand, Freeman and Hock-
erts, 2015; Terjesen, Sealy and Singh, 2009).

Second, governments should promote measures to
improve the social recognition of gender diversity and
the long-term consequences of the socially responsible
behaviour of organizations. This suggestion is consis-
tent with the assertion of Clark, Arora and Gabaldon
(2022) that in countries where the regulatory frame-
work and informal institutions do not support gender-
diversity practices, governments should focus on raising
the CSR awareness of organizations. For details on the
distribution of our sample across industries and coun-
tries, please refer to Table 2
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Third, firms in mastery cultures should seek stake-
holder support by promoting the long-term benefits
of sustainable practices for organizational success and
reputation and highlighting the importance of gender-
diverse boards as a source of competitive advantage.

Fourth, multinational companies moving into tight
mastery cultures may choose to counteract societal in-
fluences by implementing gender diversity and inclusive
strategies. Consistent with previous assertions (Lee and
Kramer, 2016), such a strategy, in addition to enabling
firms to cultivate a unique organizational culture, may
also have diffusion effects on other firms.

Limitations and suggestions for further research

This study is not without limitations. First, we tested
our hypotheses based on a relatively small sample size
of 25 countries, because of the original scores avail-

APPENDIX

Variable definitions

G. Mustafa and 1. Khatri

able for cultural tightness—looseness (Gelfand et al.,
2011). Future research could verify our findings using
the tightness—looseness scores for the currently available
expanded sample of 57 nations (Gelfand et al., 2021).

Second, we conducted a general industry control. Fu-
ture studies could replicate our study by incorporating
industry-specific factors related to the likelihood of pol-
lution, in view of the importance of BGD in pollution-
related industries (Li et al., 2017).

Third, previous research suggests that socially re-
sponsible organizations may exist in different coun-
tries irrespective of the supportive formal and infor-
mal institutions (Clark, Arora and Gabaldon, 2022).
In view of this assertion, future research could ex-
plore the effectiveness of BGD on the CSR perfor-
mance of such organizations in mastery cultures and
their diffusion effects on other organizations in the
society.

Variable name

Definition

Dependent variable:
CSR performance

Average of the environmental and social pillars’ scores, which ranges between 0 and 100. The scores are accessed

from Refinitiv, where the environmental pillar score is the combined percentile rank score of firms’ resource
use, emissions and innovation performance, while the social pillar score combines the scores of workforce,
human rights, community and product responsibility, measuring a firm’s social performance.

Independent variable:

BGD
Moderating variables:
Harmony index

Cultural tightness

Control variables:
Governance score

Firm size

Leverage

Profitability
Market-to-book

Loss

Institutional holdings
Political instability

Voice and accountability

GDP

Percentage of female directors on the board.

Difference between the harmony score and mastery score. Both scores are derived from the Schwartz Value
Survey (1994, 2006). The harmony score includes items such as a world of beauty, a world at peace, protecting
the environment, and unity with nature. In contrast, the mastery score includes items such as ambitious,
daring, independent, successful, social recognition, influential, etc.

Tightness—looseness is a continuum developed by Gelfand ez al. (2011), such that cultures that are tight have
many strong norms and a low tolerance of deviant behaviour, while loose cultures have weak social norms and
a high tolerance of deviant behaviour.

Combined percentile rank score of firms’ management, shareholders and CSR strategy performance, accessed
from Refinitiv, which ranges between 0 and 100.

Natural logarithm of total assets.

Ratio of total debt to total equity.

Ratio of operating income to total assets.

Ratio of market value to book value of equity.

Dummy that takes the value of one if a firm reported negative profitability.

Aggregated percentage of institutional investors’ share.

Perceptions of the likelihood of political instability and/or politically motivated violence, including terrorism, for
a country, accessed from WorldBank, ranging between 0 and 100.

Perceptions of the extent to which a country’s citizens are able to participate in selecting their government, as
well as freedom of expression, freedom of association, and a free media, accessed from WorldBank, ranging
between 0 and 100.

Natural logarithm of the gross domestic product of a country.
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