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The impact of board gender diversity and national culture on corporate innovation: a multi-
country analysis of multinational corporations operating in emerging economies

Abstract

This paper contributes to burgeoning research concerning the relationship between boardroom gender
diversity and corporate innovation. The paper deploys a multi-theoretical framework comprising insights
from the upper echelons, resource-dependency, and institutional theories, and the Hofstede’s cultural
dimensions framework. We test a panel dataset for 472 multinationals in 21 emerging economies,
covering nine years (2009-2018). Our findings reveal that gender diversity is positively associated with
corporate innovation. We also find that local factors such as national norms, cultural values, and country-
level institutional quality influence boardroom gender diversity, level of investment in research and
development (R&D), and corporate innovation. The paper concludes by providing policy and managerial

recommendations on how to promote firm R&D within emerging markets contexts.
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1. Introduction

Multinational corporations (MNCs) operating in emerging markets are often reluctant to invest in
corporate innovation because such subsidiaries are initially born out of their existing assets, a unique set
of core competencies and resource orchestrations (Back et al. 2014; Nuruzzaman et al. 2019, Pitelis and
Teece, 2018; Yip and McKern 2014). However, due to the resource and institutional constraints in
emerging markets (Amankwah-Amoah et al., 2019), value-conscious middle-class consumers with
relatively lower purchasing power (Zeschky et al., 2011) present top management teams with both
opportunities and challenges. Developing and maintaining systems for co-production and consumption

(pro-consumption) of goods and services that offer the greatest value to customers and businesses, thus



presents a great challenge to corporate boards (see Prahalad and Ramaswamy, 2004; Biraghi et al., 2018).
Given that corporate profitability is a function of costs and revenues (Pettersson and Segerstedt, 2013),
scores of studies seem to pay huge attention to the market efficiency hypothesis of the production process
(Teece, 1980; Dunning and Lundan, 2008; Gaur et al., 2019), leaving behind several years of critical but
under-researched ideas of how top management teams in the upper echelons shape firm investment
decisions in emerging markets. Instructively, extant research highlights the importance of the human
capital aspect of the production function (Kesti and Syvajarvi, 2015; Debrah et al., 2018) and how it
determines investment in green and sustainable technology (Stucki, 2019) and commitment to research
and development (Meyer, 2004; Wu et al., 2019; Liu et al., 2019) in enhancing firm innovation.
Moreover, studies have established a relationship between gender diversity and corporate boards with
improved commitments to R&D and CSR investments (Brammer et al. 2009; Diaz-Garcia et al., 2013;

Brieger et al., 2019).

However, the literature on innovation has yielded inconclusive evidence concerning factors that influence
corporate innovation capabilities. On one hand, studies suggest that corporate innovation is influenced
by the prevailing culture within a country, which is also argued to constrain the desire, motivation, and
ability of firm executives to execute innovative ideas (Lin, 2009; Turro, and Peris-Ortiz, 2014). Another
strand of literature contends that firm innovation is influenced by firms’ ability to access resources,
including finance and human capital (i.e. competent personnel and directors with resources connections)
(Torchia et al., 2011; Dai et al., 2019). Moreover, emerging evidence suggests that gender diversity in
corporate boardrooms could have a significant impact on firm innovation capabilities (see, Griffin et al.,
2019; Na and Shin, 2019). For example, Na and Shin (2019) investigate the effect of gender diversity on
firm innovation in manufacturing firms across Eastern Europe and Central Asia, although research on

the relationship between board gender diversity and firm innovation is still very nascent in the literature



and also reports mixed evidence (Quintana-Garcia and Benavides-Velasco, 2016; Horbach and Jacob,

2018).

Whilst businesses and governments in developed countries have introduced corporate governance codes
that compel listed MNCs to increase the presence of women on boards, this wind of change is yet to
reach the shores of several countries classified as emerging or frontier markets. The OECD (2018) also
describes institutions in these markets as weak in enforcing the rule of law, to protect the rights of
investors and/or promote a thriving climate for R&D investments. More importantly, though Hofstede’s
(1980) cultural dimensions have been utilised in various studies to distinguish a country’s dominant
national character, fewer studies have critically examined how this correlates with boardroom gender

diversity, level of investment in R&D, and corporate innovation in emerging markets as a whole.

Consequently, the present study sets out to contribute to the understanding of how the three factors above
(i.e. board gender diversity, moderated by national culture and institutional environment) impact firm
innovation using multi-country evidence. Our study develops a comprehensive understanding of how
gender diversity impacts firm innovation in emerging economies, including how varying national
cultures and country institutional settings moderate this effect. Specifically, our paper extends previous
work (e.g., Na and Shin, 2019) by analysing a more representative dataset comprising all industrial
sectors, besides manufacturing, and incorporating MNCs from across the world (i.e. Africa, Asia,
Europe, and the Americas). Another study, by Griffin et al. (2019), examines the impact of gender
diversity on corporate innovation focusing on the number of patents registered with the United States
Patent and Trademark Office (USPTO) by global firms. We complement and expand on their work by
seeking to unravel how boardroom gender diversity affects firm innovation activities in other countries,

beyond the US context.



This paper, therefore, critically analyses the connection between boardroom gender diversity and national
cultures on corporate innovation by integrating a multi-theoretical framework comprising the upper
echelons, resource-dependency, and institutional theories, and Hofstede’s cultural dimensions. In doing
so, we seek to answer the following research questions: Does boardroom gender diversity influence
organisational commitment to corporate innovation in emerging markets? And, to what extent do
individual countries’ institutional factors — i.e. national norms, cultural values, and country-level
institutional quality — affect boardroom gender diversity and corporate innovation? Using a rich dataset
of' 472 MNCs operating in 21 emerging economies, we measure corporate innovation using the level of
investment in research and development as well as how expenditures in cutting-edge technologies have
been used to revolutionise the co-creation, co-production, and delivery of goods and services in emerging

market settings (see Zhao et al. 2014; Adomako et al., 2019; Wu and Park, 2019).

The rest of this paper is organised as follows: section two reviews the existing literature. Section three
describes the data and research design adopted in our study. Section four explains the results and findings,

while section five concludes the paper.

2. Literature and hypotheses

2.1 Upper Echelons Theory (UET)
The Upper Echelons Theory (UET) suggests that the behavioural characteristics of the top management

team (TMT) provide a unique explanation for corporate decision making and financial outcomes. This,
in effect, means that executives in the upper echelons of firms act based on their personalised
interpretation of the situations they face. These personalised constructions are a function of their
experiences, values, and personalities. Consequently, how the boards are led to work together to execute

their fiduciary responsibilities is reflected in the character of those at the helm of firms (Seijts et al.,



2019). Using the bounded rationality lens, the behavioural assumption within the context of MNC
management decision making emphasises the importance of understanding the mental constructions of
top management in explaining the choices they make when confronted with complex situations that

demand their attention (Rost and Osterloh, 2010).

Additionally, the UET emphasises the importance of considering demographic characteristics (attitudes,
beliefs, and lifestyle) of the top executives in understanding the strategic choices they make and
accounting outcomes they deliver (Hambrick, 2007). Eagly (1987), for instance, proposes that men and
women behave according to the stereotypes and beliefs associated with the social roles they occupy.
Boulouta (2013) indicates that these beliefs act as social norms and personal dispositions which are
embedded in individual gender identities, professional experiences, present circumstances, and future
expectations. Such beliefs shape their mindsets and worldview which consequently become important
determinants of how managers in the upper echelons run their firms (Galaskiewicz, 1991; Post and
Byron, 2015). Slote (2007) asserts that empathy is found at the core of the feminist character. This line
of'reasoning has also been expanded to include the mechanism of empathic caring, as having compassion
and benevolence towards investments in green technology and sustainable means of production. Also,
Gaard and Gruen (1993) assert that female executives tend to consider the protracted view in addition to
the net effect of their decisions on all stakeholders; whereas, male managers implement policies based
on rules and appeal. For instance, the literature suggests that women have and continue to be at the heart
of the green revolutions, biotechnological innovations and crop diversity across Africa, Asia and Latin
America (Sachs et al., 1997), an observation that is attributed to their stronger emphatic and caring traits

compared with men (Eagly, 2009; Eagly and Wood, 2011).



2.2 Board gender diversity and firm innovation
Boards of directors are viewed as ‘boundary-spanning’ mechanisms that link organisations with vital

resources and opportunities necessary for achieving organisational objectives (Pfeffer and Salancik,
1978). Corporate board appointments are thus argued to involve strategic considerations of the value that
individual directors bring to the appointing organisation (Pfeffer, 1972; Salancik and Pfeffer, 1977;
Hillman et al., 2000). For instance, firms experiencing solvency challenges are reported in the literature
to appoint directors associated with financial institutions to unlock access to capital (Mizruchi and
Stearns, 1988), while firms faced with uncertainty or resource scarceness prefer to appoint highly
interlocked directors who can provide links to crucial resources (Boyd, 1990; Dalton et al., 1999; Johnson
et al., 1996). In addition, the resource dependency theory (RDT) literature suggests that firms also seek
to appoint directors who can bring other benefits such as ‘advice and counsel’, as is the case with non-
executive directors (Drees and Heugens, 2013; Areneke and Kimani, 2019; Ullah et al., 2019). Firms can
also appoint eminent members of society (Drees and Heugens, 2013), or even individuals from
marginalised groups such as women and/or ethnic minorities, to enhance firm legitimacy (see, Peng et

al., 2001).

Hardly any research investigates the impact of gender diversity on firm innovation within an emerging
markets context. Instead, existing studies focus on the impact of the boardroom diversity on firm financial
outcomes, such as performance and/or market value. Thus, the evidence discussed below concerns
studies conducted in developed countries contexts. In the first instance, Torchia et al. (2011) report a
significant positive relationship between the appointment of women into the upper echelons and the level
of firm innovation. Whilst their work used a sample of 317 Norwegian firms to underscore the growing
importance of gender diversity in firm innovation, the contribution of women hinges on their number
and positions in the boardroom. Whilst the work of Torchia et al. (2011) is important from an

institutionally stable economy context, they called for cross-country analysis to investigate how the



promotion of women into the upper echelons enhances corporate innovation in different political and
institutional contexts. In a related study, Dai et al. (2019) confirm that the greater presence of women on
corporate boards improves the integration of knowledge and firm innovation performance in new venture
teams. Diaz-Garcia et al. (2014) also used data from Spanish firms to examine gender diversity within
R&D teams and revealed that promoting women to the upper echelons produces radical innovation.
Given these arguments, we hypothesise that promoting women to the upper echelons of MNCs in
emerging economies would result in empathy-based responses towards corporate R&D expenditure and
investment in green technology in emerging markets (see Abdullah et al., 2015; Terjesen et al., 2009;

Torchia et al., 2010; Diaz-Garcia et al., 2013).

Accordingly, Abdullah et al. (2016) report contradictory evidence concerning the impact of gender
diversity on firm value in the Malaysian context. These authors report that many boards are dominated
by men, with over half of surveyed firms lacking female directors, and that the market fails to recognise
the contribution of female directors (Abdullah et al., 2016). The authors conclude by calling for further
research to explore the institutional and cultural factors which inform this phenomenon, using cross-
country evidence. This is especially important considering that prior evidence has shown that diversity
“increases creativity and innovation” (Campbell and Minguez-Vera, 2008, p. 440). Similarly, Singh and
Delios (2017), surveying a sample of listed Indian firms, argue that firms in emerging markets place
more significance on resource linkages and expertise/counsel role when making board nominations,
instead of the monitoring role to be played by the appointed directors. This, they observe, assists firms
in “pursuing growth strategies through new domestic ventures or new foreign investments” (Singh and

Delios, 2017, p. 624).

In addition, Quintana-Garcia and Benavides-Velasco (2016) investigated the impact of gender diversity

on firm innovation, using data related to top-level executives for US biotechnology firms that underwent



initial public offerings (IPOs) between 1983-2009. Surprisingly, the authors report that “investors do not
perceive that women managers of biotechnology firms can enhance the firm’s innovation capabilities”
(Quintana-Garcia and Benavides-Velasco, 2016, p. 515). This finding contradicts literature on diversity
which views socio-cognitive heterogeneity, such as that which arises from gender diversity, as a valuable
resource for firms (QDstergaard et al., 2011; Zona et al., 2013; Quintana-Garcia and Benavides-Velasco,
2016). Furthermore, a recent survey of German firms reveals that mixed-gender management boards —
with a large proportion of women — were positively associated with environmental innovation (Horbach
and Jacob, 2018). The authors explain this finding by arguing that innovation is a complex activity that
requires “collaborative behaviour more than competitive behaviour” (Horbach and Jacob, 2018, p. 8).
These authors, however, fail to explain whether gender diversity (or lack thereof) within supervisory
boards also impacts firms’ eco-innovation. Considering this background, the present study sets out to test

the following hypothesis:

Hypothesis 1: The presence of female directors on boards is positively associated with firm innovation.

2.3 Institutional quality
The institutional theory argues that the actions of individuals and organisations within a given social

context are constrained by the demands of their institutional environment (Scott, 1987; Zucker, 1987).
Such institutional demands (or simply institutions) comprise “informal constraints (i.e. sanctions, taboos,
customs, traditions, and codes of conduct), and formal rules (i.e. constitutions, laws, property rights)”
(North, 1991, p. 97). North (1991) also argues that institutions are created to maintain stability in
societies. In this regard, social actors (i.e. individuals or organisations) that deviate from the socially
expected behaviour may receive admonition or punishment depending on the seriousness of their actions
(Oliver, 1991; Adams et al., 2019). Accordingly, the form and substance of institutions vary across socio-

cultural settings, and thus institutions that are acceptable in one social context could be frowned upon in



another (Dacin, 1997; Miska et al., 2018). Considering this, MNCs with operations in various emerging
markets must adapt their structures and practices to individual countries' institutional demands to secure
legitimacy (Areneke and Kimani, 2019). Moreover, Dacin (1997) argues that institutions are not static
and change over time, even within individual country contexts. This suggests that even firms operating
in a single country must gradually reproduce their structures in order to keep up with evolving

institutional demands (Greenwood and Hinings, 1996).

Notwithstanding, emerging market contexts are argued in the literature to exhibit considerable diversity
both within and across countries (Areneke et al., 2019). Such diversity is manifested in various forms,
including cultural diversity (Grzegorczyk, 2019), ethnic diversity (Abdullah et al., 2016), education, and
skill levels (Amankwah-Amoah, 2016), and level of economic development (Krammer, 2015). Literature
suggests that institutional backgrounds of emerging markets are further complicated by the existence of
institutional voids; that is, (formal) institutions to “support markets are absent, weak, or fail to accomplish
the role expected of them™ (Mair and Marti, 2009, p. 422). Factors that contribute to institutional voids
include low formal education attainments (Khanna and Palepu, 1997), non-existent or weak property
rights laws (Brouthers, 2002), and inadequate regulatory oversight (Alon and Hageman, 2017). For
instance, in a study covering 5000 firms within 20 emerging markets, Alon and Hageman (2017) observe
that firms operating in countries with weak legal environments paid bribes more frequently, compared
with countries where legal climates are relatively stronger. Explaining this phenomenon, the authors
argue that weak formal institutions, in this case, weak laws, have been supplanted by vigorous informal
institutions, i.e. the practice of paying bribes to acquire legitimacy (Alon and Hageman, 2017). Also,
Nakpodia and Adegbite (2018) reveal that board positions in Nigerian firms are dominated by locally
prominent individuals who are appointed based on their influence, rather than the experience or skills

that they bring into the board. The behaviour of these individuals often goes unchecked as they are more



powerful than regulators, thus intensifying the institutional voids — i.e. weak corporate governance
framework (Nakpodia and Adegbite, 2018; Areneke et al., 2019). As suggested by Areneke and Kimani
(2019), however, MNCs operating in emerging markets can minimise this problem by recruiting foreign
directors into their boards. The foregoing discussion can thus be inferred to mean that institutional voids
are not uncommon in emerging markets, and that absence of formal institutions can trigger emergence
of unfavourable informal institutions. We further argue that many less developed countries, which
primarily constitute the emerging markets, are likely to exhibit weak affirmative action policies and
practices which might lead to exclusion of women in the corporate sector. Considering this background,

the present study sets out to test the following hypothesis:

Hypothesis 2: Country institutional context has a significant impact on firm innovation within emerging

markets.

2.4 Culture and innovation
The Hofstede’s cultural framework (Hofstede, 1980, 1983, 2001, 2005) has been widely applied in

research to capture and explain how variations in national cultures contribute to varied individual
behaviour and organisational practices across countries. Hofstede (1980, p. 43) equates national culture
to the dominant national character of a country, which he defines further as being “the collective mental
programming of people in an environment”. Accordingly, the Hofstede’s cultural framework proposes
five features that can help to understand a nation’s culture: (i) Power Distance Index (PDI), (ii)
Uncertainty Avoidance Index (UAI), (iii) Individualism Index (IDV), (iv) Masculinity Index (MAS), and
(v) Long-Term Orientation Index (LTO) (see Hofstede, 2001). The Power Distance Index (PDI),
according to Hofstede, considers how social and organisational hierarchies constrain individual choices
and decision-making processes within organisations (Hofstede, 1980, 1991, 2005). The Uncertainty

Avoidance Index (UAI) assesses how cultural attitudes towards uncertainty influence the likelihood of
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embracing change, where cultures with high UAI are found to be less open to new ideas/change, and vice
versa (Hofstede, 1991). The Individualism Index (IDV) measures whether societies favour an
individualistic versus collectivist approach in decision making (Hofstede, 1991), where societies with
high IDV measures are noted to experience more innovations than those with low IDV (Everdingen and
Waarts, 2003). The Masculinity Index (MAS) measures whether a society assumes a masculine or
feminine outlook (Hofstede, 1980, 1991, 2005), where a high MAS shows a strong focus on outcomes
and is also characterised by aggressiveness, assertiveness, and decisiveness in individual habits
(Everdingen and Waarts, 2003). Cultures depicting a Long-Term Orientation Index (LTO) are associated
with a stronger attachment to traditional values (Hofstede, 2001, 2005), and are less likely to adopt new
ideas, and vice versa (Erumban and de Jong, 2006). Lastly, the sixth and most recent of Hofstede’s
cultural dimensions is the Indulgence Versus Restraint Index (IVR). A high IVR index suggests that a
country’s culture approves the pursuit of individual ambitions/new imaginations, while the same is

restrained in a society with a low [VR index (Hofstede, Hofstede, and Minkov, 2010).

Besides institutions and institutional voids, the national culture of a country is also argued to have a
considerable impact on various organisational practices (Hofstede, 1983, 1980); more so, where formal
institutions are weak or absent (see, for instance, Chakrabarty, 2009; Nakpodia and Adegbite, 2018;
Areneke et al., 2019). Prior studies demonstrate that national culture has a moderating effect on the
propensity of firms to embrace innovative practices (Everdingen and Waarts, 2003), corporate
entrepreneurship (Turré et al., 2014), and firm financial and governance outcomes (Hooghiemstra et al.,
2015). According to Na and Shin (2019, p. 6), “culture [is] a dominant factor in innovativeness”, and
thus research seeking to understand variations in firm innovation across countries needs to consider this
factor. For this reason, emerging market MNCs should also pay due regard to the complexities of

individual countries' cultural conditions and respond appropriately to their demands (Dimitratos et al.,
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2011; Wang et al., 2012). Considering the complexity of different national culture dimensions that can
affect firm innovation or moderate the effect of gender diversity on firm innovation, we set out to test
hypothesis 3 below. Notwithstanding, the study will also test each of the six Hofstede’s cultural
dimensions in the discussion section. This is important as it will allow us to deepen our understanding

concerning the linkage between firm innovation and the different cultural dimensions.

Hypothesis 3: The national culture of a country has a significant impact on corporate innovation.

3. Methodology

We collected corporate governance, gender diversity, and financial data from Thomson Eikon. Thomson
Eikon has recently introduced ESG (environmental, social, and governance) data for many companies
from around the world. The internal corporate governance and firm-specific variables used in this study
are also available in the Bloomberg database. Our research and development expenditures data are also
collected from Thomson Eikon. Country-level data on institutional quality (such as rule of law, regulation
quality, government effectiveness, and control for corruption) are extracted from The World Bank
database. Data on cultural dimensions of each country, on the other hand, are collected from Hofstede’s
website using various aspects of cultural dimensions such as power distance, individualism vs
collectivism, masculinity vs femininity, long- vs short-term orientation, and indulgence vs restraint. Our
final sample comprises 472 companies from 21 countries for a sample period 2009-2018. Table 1 below
presents definitions for a list of firm-level measures of corporate governance, country-level governance

structures, and Hofstede’s indices capturing different dimensions of national culture.

Insert table 1 here

12



We looked for a suitable estimation approach that can handle endogeneity issues effectively. Fixed
effects estimation can partially control for several sources of endogeneity, including unobserved
heterogeneity (Ullah et al., 2018; Ullah et al., 2020). Other superior estimations, such as system GMM,
can better control simultaneity bias, while the use of lagged values can overcome the dynamic nature of
endogeneity. However, owing to the nature of our longitudinal dataset, our diagnostic tests suggested
that fixed effects was an appropriate estimation approach. Endogeneity in the estimation process is a
cause of concern for studies of this nature, and inappropriate estimation can potentially lead to a spurious
correlation between the chosen variables. Strict exogeneity is a fundamental assumption of fixed
estimation. According to this assumption, the current governance arrangement, institutional factors, and
cultural dimensions are not affected by any changes in the firm’s R&D investment activities in the current
and previous years. To test the impact of gender diversity on corporate innovation, we employ the

following generic panel data fixed effects model:

Corporate innovation;; = Gender; + Corporate Governancef;+ National culture;; +

Institutional Quality; + &; ()

We further expanded the category of variables into the following model, which we tested in our main

results.

Corporate innovation;;, = Gender; + BSIZES;+ NED;, + SBO; + LEV;; + ROA; + ROE; +
MTBV; + PDI;; + IDV, + MAS; + UAI; + LTO;; + IVR; + REGQUA;; + SIPI;, + RULEOFLAW, +

+GOVEFFECT, + CTRFORCORR,&;, ©)

The dependent variable is corporate innovation and explanatory variables include gender diversity,
corporate governance, national culture, and institutional quality. Our study uses two different proxies for

firm innovation, i.e. number of patents registered by the company or the intensity of R&D expenditure.
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Patents data are conveniently available for firms listed in the United States and other developed markets.
Obtaining patents registration data for emerging economies is, on the other hand, a challenging task. To
overcome this, we used investment in R&D expenditure as an alternative proxy for corporate innovation,
and this data can conveniently be extracted from corporate annual reports and major financial databases.
We define investment in R&D expenditure as firm-level research and development expenditure divided
by sales. We use other measures of governance quality such as board size, non-executive directors,
leverage, and single largest shareholder. The firm-level financial characteristics comprise return on
assets, return on equity, and market-to-book value. Moreover, world bank governance indicators cover
the rule of law, regulation quality, government effectiveness, control for corruption, and, more

importantly, the Hofstede’s cultural dimensions.

4. Results and findings

The results of our study contribute to the literature on boardroom gender diversity and firm innovation
from three main perspectives. First, we used a novel panel dataset that combines firm-level and cross-
country data in examining the effects of boardroom gender diversity from weak institutional settings.
Second, our paper is the first study, to the best of our knowledge, to combine country-level institutional
quality variables with meso-level Hofstede’s national culture variables and firm-level variables all in one
study to explore the association between boardroom gender diversity and firm innovation. Third, we
extend the empirical findings of Torchia et. al (2011) and Dai et. al (2019), whose findings on the effects
of'gender diversity and board innovation only concentrated on a single developed and developing country
(Norway and China, respectively). Our empirical findings are based on a new and original panel dataset

that combines firm-level and cross-country data from 21 emerging economies.
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To provide clarity, rigour, and coherence to the unique contributions of our study as enumerated above,
we structure our results section into four parts: first, we examine the narrative from the descriptive
statistics. Second, we set out to establish the link between boardroom gender diversity and corporate
innovation. Third, we explicate how firm-level and country-level factors influence corporate innovation.
We also uncover how values, national norms, and different cultural dimensions influence boardroom
gender diversity, the level of investment in research and development (R&D) activities, and corporate

innovation.

4.1 Descriptive statistics

In Table 2, we provide the sample decomposition of our novel cross-country data by juxtaposing the
number of companies from each country in our dataset together with the associated industries. To avoid
sample biases, the number of companies included in our data mostly reflects the size and population of
the respective countries. For example, we included more firms from large emerging market economies

such as Brazil, China, India, Mexico, and Indonesia (see Table 2 Panel A).

Insert table 2

Table 2 Panel B shows a further breakdown of the industrial composition of our sample with companies
from basic materials and consumer goods as well as the services industry representing approximately
45% of the total industry-set in our dataset. In this regard, our curiosity was heightened to note that firms
from technology industries are not very significant in comparison to industries that concentrate on
consumables. First of all, this demonstrates the type, nature, and structure of industries that are emerging

and growing up in emerging markets. To some extent, it also shows the type of goods and services
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purchased by the ‘emerging’ middle-class consumers in these growing markets. Consequently, we further
explore this antecedent by focusing on the cross-country-level data and Hofstede’s meso-level cultural
variables from the 21 countries, to understand why some technology firms might be reluctant to invest

in emerging economies. Table 3, therefore, presents the descriptive statistics for firm-level data.

Insert table 3 here

Looking at Table 3, the average board size is 10 for the sample companies. Board size generally tends to
be larger in emerging economies as a result of family ownership and concentrated ownership structure.
Board independence, which is measured by the percentage of non-executive directors on corporate
boards, is 52% and this higher board independence is quite encouraging for companies located in
emerging markets contexts. Gender diversity in the boardroom is around 4%, which is relatively low for
large listed companies in emerging economies. Large companies in emerging economies are gradually
introducing self-enforcing measures to enhance diversity targets in their boardrooms. Ownership by the
largest shareholders is 31%, which is consistent with the notion that companies in emerging economies

have a highly concentrated ownership structure (Areneke and Kimani, 2019; Areneke et al., 2019).

4.2 Link between board gender diversity and board innovation

We used regression results in Table 4 to test our first hypothesis, which posits that the appointment of
female directors into the upper echelons of firms is positively associated with firm innovation in
emerging markets. We noted from the regression results in Table 4 that the proportion of female board
members (gender diversity) in all our seven models (i.e. models 1-7) is positively and significantly

associated with corporate innovation. This result implies strong empirical support for our first hypothesis.
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As such, our results are consistent with previous studies that argue that the appointment of more female
board members has a significant positive association with corporate innovation (see Abdullah et al.,

2015; Terjesen et al., 2009; Torchia et al., 2010; Diaz-Garcia et al., 2013; Chen et al., 2018).

Similarly, our results are consistent with previous studies such as Dai et al. (2019) which argue that
promoting more women into the upper echelons will enhance firm innovation. The upper echelon
theoretical prediction posits that appointing more women to the board enhances board effectiveness.
Thus, bringing more women into the upper echelons implies that strategic decisions will be evaluated
from different pragmatic perspectives which influence higher R&D expenditure (Post and Byron, 2015;
Galaskiewicz, 1991). Our findings extend the literature by validating the empirical findings of Torchia
et al. (2011) and Diaz-Garcia et al. (2014), who find a significant association between board gender
diversity and corporate innovation from a stable and strong institutional setting. For example, whilst the
empirical findings of Terjesen et al. (2015) are based on 317 Norwegian firms and those of Diaz-Garcia
et al. (2014) on data from 4277 Spanish companies, our study extends their findings by using cross-
country data from 21 emerging countries to test the association between board gender diversity and firm
innovation. Further, our findings provide empirical validation for the upper echelons theory which argues
that promoting more women to the upper echelons of firms will influence board strategic cognition and

innovativeness (Garcia-Granero et al., 2019).

Having more women on corporate boards provides a more feminine flavour (such as empathy,
compassion, and benevolence towards investment in green technology and sustainable means of
production) that influences the dominant strategic logic of the board (Eagly, 2009; Eagly and Wood,
2011). More women on corporate boards can influence the corporate boards’ dominant logic (Certo et

al., 2006) by promoting the dominance of feminine empathy-oriented R&D investment ideologies. The
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next section explores how corporate innovation at the firm level is shaped by individual countries’

contextual realities.

Insert table 4 here

4.3 Firm and country-level determinants of board innovation

To the best of our knowledge, our study is the first of its kind to use combinations of cross-country level
institutional data with Hofstede’s meso-level cultural framework data to examine firm-level and country-
level determinants of corporate innovation. The results in Table 4 show firm-level factors that support
board innovativeness. First, we noted a consistent positive association between the number of non-
executive directors (NEDs) on the board and the level of board innovativeness. This result provides
empirical support for the predictions of the resource dependency theory and the upper echelons theory
which suggest that appointing more non-executive directors to the board will enable firms to rent
idiosyncratic knowledge sets (Hambrick, 2007), and relevant experience and expertise that can sharpen
the strategic lens of the board (Balsmeier et al., 2017). Thus, the unique knowledge-sets and experiences
that can be shared by the NEDs can influence board innovation (Rost and Osterloh, 2010). Our results
extend the empirical findings of Balsmeier et al. (2017), whose empirical results are based solely on US

firm-level data.

Second, our results from Table 4 from models 1-7 consistently show a significant association between
the strength of investor protection index and board innovation. These results confirm previous studies
such as Kayalvizhi and Thenmozhi (2018) which postulate that countries with a strong institutional
environment, including robust investor protection laws, experience more innovation at the firm level.
Despite the insightful empirical work of Kayalvizhi and Thenmozhi (2018), their evidence was based on

data that excluded key firm-level variables, such as boardroom diversity, and the role and contribution
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of' non-executive directors in enhancing corporate innovation. As such, our study extends their empirical
findings by broadening the narrative to include firm-level data on innovative determinants, and variables

such as boardroom gender diversity, and the role of non-executive directors in the analysis.

Third, we noted a significant positive association between the single largest shareholders and board
innovation from our regression results in Table 4. These results complement previous empirical studies
that argue that the large ownership has a significant positive influence on firm innovation (Chen et al.,
2014; Choi et al., 2011). Using institutional theory as a backdrop, Chen et al. (2014) argue that large
owners are powerful and highly influential in many emerging economies (Chen et al., 2014; Choi et al.,
2011). In comparison, our results imply that large owners (blockholders) can use their influence to
champion increased research and development budgets in corporations. It is also worthwhile to mention
that the findings of Chen et al. (2014) and Choi et al. (2011) were based on a dataset of only Chinese

companies. We extend their empirical findings by using a dataset from 21 emerging economies.

Fourth, we test our second hypothesis by incorporating country-level institutional variables into our
regression analysis in Table 4. The findings reported by models 2-9 in Table 5 show that there is a positive
(albeit insignificant) association between country-level institutional quality and board R&D activities
and corporate innovation. This result is supported by a previous empirical study conducted by Honoré et
al. (2015). In addition, corporate governance quality of MNCs in emerging markets is conditioned by the
level of institutional quality prevailing in a country, as confirmed by Scott (1987) and Zucker (1987).
For example, the empirical findings from Honoré et al. (2015) show that poor regulatory institutional
environments can stifle board R&D intensity. Whilst their empirical findings were based on data from
177 European countries, we extend the work of Honoré et al. (2015) by examining board R&D intensity

using cross-country data from emerging economies contexts.
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4.4 Hofstede s country-level variables and board innovation (hypothesis 3)

To further enhance our understanding of the relationship between boardroom gender diversity and
corporate innovation, particularly from the perspective of country-level institutional and cultural
differences, we included and tested hypothesis 3 using Hofstede’s six cultural dimensions framework in
our model. Hofstede’s country-level meso-variables consist of six dimensions consisting of power
distance index (PDI), individualism versus collectivism index (IDV), masculinity versus femininity
index (MAS), uncertainty avoidance index (UAI), long- versus short-term orientation index (LTO), and
indulgence versus restraint index (IVR). In testing these hypotheses, our result is consistent with the work
of Everdingen and Waarts (2003), who examined the effect of national culture on mid-size companies
within stable institutional contexts in Europe. As far as we know, except for Png et al. (2001), who
focused on only two out of the six dimensions, and Everdingen and Waarts (2003), who focused on only
four out of the six dimensions, our study is the first to combine firm-level and country-level data with
Hofstede’s six cultural dimensions to examine board gender diversity and firm innovation within

emerging market settings.

We noted from our results in Table 4 that strong variations exist in the values of these dimensions across
the 21 countries. To test the effects of these six cultural values on board gender diversity and innovation,
we performed regression analysis (see Table 4). Our results show a significant negative association
between power distance index (PDI) and board innovation (R&D intensity). Further, we noted a
significant negative association between the uncertainty avoidance index (UAI) and corporate
innovation. These results are consistent with previous empirical studies such as Everdingen and Waarts
(2003). Apart from this, our results add to this narrative by suggesting that board innovation may be
limited and dysfunctional in environments characterised by non-appointment of women into the upper

echelons of firms. The sense of hopelessness and suppression of the voices of the few who are in higher
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positions have a long-term impact on corporate innovation. These antecedents usually result in
centralised decision structures, use of formal rules, autocracy, and poor information sharing at the
subsidiary level, irrespective of the human resource systems and practices of an MNC’s country of origin

(see Adams et al., 2017).

Thus, a power-centred environment can stifle freedom of expression, knowledge sharing, and board
innovativeness. Further, companies that reside in countries with a high uncertainty avoidance culture are
likely to resist innovations due to their proclivity to high-risk avoidance. Regarding the other remaining
cultural dimensions, our results from Table 4 show the following: first, we noted a significant positive
association between long-term orientation (LTO) and corporate innovation. Second, we recorded a
significant positive association between indulgence versus restraint index (IVR) and boardroom
expenditure on R&D and firm innovation. Third, we noted a positive association between individualism
(IDV) versus collectivism index and corporate innovation. Apart from the latter, the other two indices
above are supported by a previous empirical study that posits that cultures with long-term orientation are
more adaptive, persistent, proactive, and innovative. Further, our findings show a positive but
insignificant association between masculinity index and board innovation, implying that countries with
a high masculine score are more likely to be innovative because of dominant cultural values such as high
competition, equality, and emphasis on achievements and reward, among others (see Everdingen and

Waarts, 2003).

To strengthen our narrative regarding the significant linkages between gender diversity and firm
innovation, we included additional analysis in Table 5 to model the effect of gender diversity on

innovation and moderate that relationship with each of the six national culture dimensions

Insert table 5 here
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Our findings from Table 5 are consistent with hypothesis 3 and institutional theory that implies that the
extent to which boardroom gender diversity influences firm innovation is moderated by national culture.
This finding is consistent with resource dependency and institutional theory. The institutional theory
posits that the prevailing social structures (national cultures) in a given country can influence
organisational norms, policies, procedures, and long-term vision (Hofstede 1980). Also, Hofstede (1980)
suggests that national culture has a significant influence on competition, risk avoidance, long-term goals,
and achievements of people in a country. Lastly, our findings from Table 5 imply that the eftect of gender
diversity on innovation is moderated by national culture. This finding is supported by the recent
regulatory and governance reforms around the world which call for greater female representation in the

boardrooms of listed companies (see, Areneke and Kimani, 2019).

5. Summary and conclusion

This cross-country research explores the role of boardroom gender representation, corporate governance,
national culture, and country-level institutional factors and their impact on corporate innovation. Using
a unique sample of 472 multinational companies operating in 21 emerging economies, we find a strong
impact of boardroom gender diversity on corporate innovation as measured by the R&D intensity. Gender
representation in corporate boardrooms is considerably low for companies operating in emerging
economies as compared to their counterparts in the advanced countries. The positive impact of gender
on corporate innovation supports the notion of higher gender representation in the upper echelons of
firms (whether for local or multinational companies). We also find that other firm-level governance
mechanisms such as non-executive directors (NEDs) and large shareholders (blockholders) play an
important role in enhancing firm-level innovation. Interestingly, and contrary to our expectations, the

results for the country-level institutional factors (i.e. rule of law, regulatory quality, control for

22



corruption, government effectiveness) and corporate innovations are largely insignificant. Additionally,
we could not uncover the impact of such institutional complexities on corporate innovations in emerging
economies. We found a significantly negative relationship between the power distance measure of
national culture and the degree of R&D investment in emerging economies. However, we did find a

positive association between long-term orientation and corporate innovation.

Previous empirical studies concerning boardroom gender diversity and R&D commitments have focused
mainly on firm proprietary capabilities from a developed countries perspective. As far as we know, our
study is the first empirical study that combines firm-level variables, institutional factors, and national
culture dimensions in one study. This, in turn, has helped us to reach robust findings concerning the
effect of gender diversity on corporate innovation, and moderate that relationship with Hofstede’s six
national culture dimensions. The results from our empirical study extend the literature by providing
further evidence that strengthens previous research and corporate governance initiatives that argue for
the need to increase female representation in the boardroom, especially in emerging economies where
gender issues are usually overlooked. We increase the robustness of our findings by simultaneously using
a multi-theoretical framework that combines firm-level data, institutional level data, and Hofstede’s
cultural dimensions to examine how boardroom gender diversity influences corporate innovativeness in

emerging economies.

Our results contribute to the extant corporate governance literature in several ways. First, we use a larger
sample size of 472 multinational corporations drawn from 21 emerging economies. Second, contrary to
previous studies that show significant linkages between institutional factors and firm innovation, our
results show that country-level institutional factors play an insignificant role in promoting firm
innovativeness in emerging economies. Rather, a change in culture, attitude, and mindset of stakeholders

(such as employees, managers, competitors, etc.) is necessary to drive corporate innovation. For example,
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our results show significant linkages between firm innovation in emerging economies that are more
future-oriented with a highly competitive culture, rigid codes of belief, and strong risk mitigation culture.
These findings strengthen the previous empirical studies that either use a smaller sample size or focus on

advanced countries rather than emerging economies.

Our study has important policy implications. First, policymakers in emerging economies need to initiate
legislation that enhances competition among firms. Second, the corporate board needs to shift their
attention from accounting-based reward systems that are based on historical performance. Rather, more
forward-looking and long-term based reward systems such as employee bonus issues, stock options,
reward systems based on innovation, etc., are required Third, our results imply that uncertainty avoidance
culture has a significant influence on corporate innovation. Directors, entrepreneurs, leaders of
institutions, etc., need to clarify their firms’ long-term and short-terms goals to employees at all levels to
ensure a better understanding of their short-term targets and long-term goals. Providing clear long-term
goals and short-term objectives will re-focus employees' attention and avoid uncertain behaviours that
ultimately stifle individuals and group initiatives. Fourth, the results from our study imply that adopting
a high-risk management awareness and risk mitigation culture has the potential to enhance business
continuity and innovation across various sectors of an economy. Our findings from Table 6 imply that
the effect of gender diversity on innovation is moderated by national culture. This finding is supported
by the recent regulatory and governance reforms around the world which call for greater female

representation in the boardrooms of listed companies.

Finally, our study has limitations. Owing to the unavailability of patents registration data for several
companies in emerging economies, we could not use this proxy for innovation. Instead, we used R&D

investment as an alternative — which is also widely used as a proxy for innovation in the literature. To
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conclude, we wish to invite further research to investigate how the appointment of women into the upper

echelons of emerging market MNCs shapes investor perceptions of the appointing organisation.

References

Abdullah, S. N., Ismail, K. N. I. K., & Nachum, L., 2016. Does having women on boards create value? The impact
of societal perceptions and corporate governance in emerging markets. Strategic Management
Journal, 37(3), 466-476.

Adams, K., Nyuur, R. B., Ellis, F. Y., & Debrah, Y. A., 2017. South African MNCs' HRM systems and practices
at the subsidiary level: Insights from subsidiaries in Ghana. Journal of International Management, 23(2),
180-193.

Adams, D., Ullah, S., Akhtar, P., Adams, K. and Saidi, S., 2019. The role of country-level institutional factors in
escaping the natural resource curse: Insights from Ghana. Resources Policy, (61), 433-440.

Adomako, S., Amankwah-Amoah, J., Dankwah, G. O., Danso, A., & Donbesuur, F., 2019. Institutional voids,
international learning effort and internationalization of emerging market new ventures. Journal of
International Management, 100666.

Alon, A., Hageman, A.M., 2017. An institutional perspective on corruption in transition economies. Corporate
Governance: An International Review, 25(3) 155-166.

Amankwah-Amoah, J., 2016. The evolution of science, technology and innovation policies: A review of the
Ghanaian experience. Technological Forecasting & Social Change, 110, 134—142.

Amankwah-Amoah, J., Chen, X., Wang, X., Khan, Z., & Chen, J., 2019. Overcoming institutional voids as a
pathway to becoming ambidextrous: The case of China's Sichuan Telecom. Long Range Planning, 52(4),
101871.

Areneke, G. and Kimani, D., 2019. Value relevance of multinational directorship and cross-listing on MNEs
national governance disclosure practices in Sub-Saharan Africa: Evidence from Nigeria. Journal of World
Business, 54(4), 285-306.

Areneke, G., Yusuf, F. and Kimani, D., 2019. Anglo-American governance adoption in non-Anglo-American
settings. Managerial Auditing Journal, 34 (4), 486-514.

Back, Y., Parboteeah, K. P., & Nam, D. 1., 2014. Innovation in emerging markets: The role of management
consulting firms. Journal of international management, 20(4), 390-405.

Balsmeier, B., Fleming, L. and Manso, G., 2017. Independent boards and innovation. Journal of Financial
Economics, 123(3), 536-557.

25



Biraghi, S., Gambetti, R. C., & Pace, S., 2018. Emerging Market Dynamics Within and Beyond Consumer Tribes.
In Consumer Culture Theory (57-69). Emerald Publishing Limited.

Boulouta, 1., 2013. Hidden connections: The link between board gender diversity and corporate social
performance. Journal of business ethics, 113(2), 185-197.

Boyd, B., 1990. Corporate linkages and organizational environment: A test of the resource dependence
model. Strategic management journal, 11(6), 419-430.

Brammer, S., Millington, A. & Pavelin, S., 2009. Corporate Reputation and Women on the Board. British Journal
of Management, 20(1), 17-29.

Brouthers, K. D., 2002. Institutional, cultural and transaction cost influences on entry mode choice and
performance. Journal of international business studies, 33(2), 203-221.

Campbell, K., and Minguez-Vera, A., 2008. Gender diversity in the boardroom and firm financial performance.
Journal of Business, 83(3), 435-451.

Certo, S. T., Lester, R. H., Dalton, C. M., & Dalton, D. R., 2006. Top management teams, strategy and financial
performance: A meta- analytic examination. Journal of Management studies, 43(4), 813-839.

Chakrabarty, S., 2009. The influence of national culture and institutional voids on family ownership of large firms:
A country level empirical study. Journal of International Management, 15(1), 32—45.

Chen, J., Leung, W.S. and Evans, K.P., 2018. Female board representation, corporate innovation and firm
performance. Journal of Empirical Finance, 48, 236-254

Chen, V.Z., Li, J., Shapiro, D.M. and Zhang, X., 2014. Ownership structure and innovation: An emerging market
perspective. Asia Pacific Journal of Management, 31(1), 1-24

Choi, S.B., Lee, S.H. and Williams, C., 2011. Ownership and firm innovation in a transition economy: Evidence
from China. Research Policy, 40(3), 441-452.

Dacin, M.T., 1997. Isomorphism in context: The power and prescription of institutional norms. Academy of
Management Journal, 40(1), 46-81.

Dai, Y., Byun, G., and Ding, F., 2019. The Direct and Indirect Impact of Gender Diversity in New Venture Teams
on Innovation Performance. Entrepreneurship Theory and Practice, 43(3), 505-528.

Daily, C.M. and Dalton, D.R., 1994. Bankruptcy and Corporate Governance: The Impact of Board Composition
and Structure. Academy of Management Journal, 37(6), 1603—1617.

Dalton, D.R., Daily, C.M., Johnson, J.L., and Ellstrand, A.E., 1999. Number of Directors and Financial
Performance: A Meta-Analysis. Academy of Management Journal, 42(6), 674—686.

Debrah, Y. A., Oseghale, R. O., & Adams, K., 2018. Human capital, innovation and international competitiveness
in Sub-Saharan Africa. In Africa’s competitiveness in the global economy, 219-248. Palgrave Macmillan,
Cham.

Diaz-Garcia, C., Gonzalez-Moreno, A., & Jose Sdez-Martinez, F., 2013. Gender diversity within R&D teams: Its
impact on radicalness of innovation. Innovation, 15(2), 149-160.

26



Dimitratos, P., Petrou, A., Plakoyiannaki, E., and Johnson, J.E., 2011. Strategic decision-making processes in
internationalization: Does national culture of the focal firm matter? Journal of World Business, 46(2),
194-204.

Drees, J.M. and Heugens, P.P.M.A.R., 2013. Synthesizing and Extending Resource Dependence Theory: A Meta-
Analysis. Journal of Management, 39(6), 1666—1698.

Dunning, J. H., & Lundan, S. M., 2008. Multinational enterprises and the global economy. Edward Elgar
Publishing.

Eagly, A. H., 2009. The his and hers of prosocial behavior: An examination of the social psychology of
gender. American Psychologist, 64(8), 644.

Eagly, A. H., & Wood, W., 2011. Social role theory. Handbook of theories in social psychology, 2, 458-476.

Erumban, A.A. & de Jong, S.B., 2006. Cross-country differences in ICT adoption: A consequence of
Culture? Journal of World Business, 41(4), 302-314.

Gaard, G., Gruen, L., 1993. Ecofeminism: Toward global justice and planetary health. Society and Nature, 2(1),
1-35.

Galaskiewicz, J., 1991, ‘Making Corporate Actors Accountable: Institution-Building in Minneapolis—St. Paul’, in
W. W. Powell and P. J. DiMaggio (eds.), The New Institutionalism in Organizational Analysis (University
of Chicago Press, Chicago, IL).

Gales, L.M., Kesner, 1.F., 1994. An analysis of board of director size and composition in bankrupt organizations.
Journal of Business Research, 30(3), 271-282.

Garcia-Granero, A., Fernandez-Mesa, A., Jansen, J. J., & Vega-Jurado, J., 2018. Top management team diversity
and ambidexterity: The contingent role of shared responsibility and CEO cognitive trust. Long Range
Planning, 51(6), 881-893.

Gaur, A. S., Pattnaik, C., Singh, D., & Lee, J. Y., 2019. Internalization advantage and subsidiary performance:
The role of business group affiliation and host country characteristics. Journal of International Business
Studies, 50(8), 1253-1282

Greenwood, R., Hinings, C.R., 1996. Understanding radical organizational change: Bringing together the old and
the new institutionalism. Academy of Management Review, 21(4), 1022—1054.

Griffin, D., Li, K. & Xu, T., 2019. Board Gender Diversity and Corporate Innovation: International Evidence.
Journal of Financial and Quantitative Analysis, 1-32.

Grzegorczyk, M., 2019. The role of culture-moderated social capital in technology transfer — insights from Asia
and America. Technological Forecasting & Social Change, 143, 132—141.

Hambrick, D. C., 2007. Upper echelons theory: an update. Academy of Management Review 32(2): 334343

Hambrick, D. C., & Mason, P. A., 1984. Upper echelons: The organization as a reflection of its top
managers. Academy of management review, 9(2), 193-206.

27



Hillman, A.J., Cannella, A.A., & Paetzold, R.L., 2000. The Resource Dependence Role of Corporate Directors:
Strategic Adaptation of Board Composition in Response to Environmental Change. Journal of
Management Studies, 37(2), 235-256.

Hillman, A.J., Withers, M.C., & Collins, B.J., 2009. Resource dependence theory: A review. Journal of
Management, 35(6), 1404—-1427.

Hofstede, G., 1980. Culture’s consequences: international differences in work-related values. SAGE, Beverly
Hills CA.

Hofstede, G., 1980. Motivation, leadership, and organization: Do American theories apply abroad? Organizational
Dynamics, 9(1), 42—63.

Hofstede, G., 1983. National Cultures in Four Dimensions: A Research-Based Theory of Cultural Differences
among Nations. International Studies of Management and Organization, 13 (1-2), 46—74.

Hofstede, G., 1991. Cultures and organizations: software of the mind. McGraw-Hill UK, London.

Hofstede, G., 2001. Culture’s Consequences: Comparing Values, Behaviours, Institutions, and Organizations
Across Nations. Thousand Oaks, CA.

Hofstede, G., 2005. Culture and organizations, sofiware of the mind. 2nd ed. McGraw-Hill, New York.

Hofstede, G., Hofstede, G.J. & Minkov, M., 2010. Cultures and Organizations: Sofiware of the Mind. 3rd ed.
McGraw-Hill, London.

Honoré, F., Munari, F. and de La Potterie, B.V.P., 2015. Corporate governance practices and companies’ R&D
intensity: Evidence from European countries. Research policy, 44(2), 533-543.

Hooghiemstra, R., Hermes, N., & Emanuels, J., 2015. National Culture and Internal Control Disclosures: A Cross-
country Analysis. Corporate Governance: An International Review, 23 (4), 357-377.

Horbach, J. & Jacob, J., 2018. The relevance of personal characteristics and gender diversity for (eco)innovation
activities at the firm-level: Results from a linked employer—employee database in Germany. Business
Strategy and Environment, 27(7), 924-934.

Johnson, J.L., Daily, C.M., & Ellstrand, A.E., 1996. Boards of directors: A review and research agenda. Journal
of Management, 22(3), 409—438.

Kayalvizhi, P.N. and Thenmozhi, M., 2018. Does quality of innovation, culture and governance drive FDI?:
Evidence from emerging markets. Emerging Markets Review, 34, 175-191.

Kesti, M., & Syvéjarvi, A., 2015. Human capital production function in strategic management. Technology and
Investment, 6(01), 12.

Khanna, T., & Palepu, K.G., 1997. Why Focused Strategies May Be Wrong for Emerging Markets. Harvard
Business Review.

Krammer, S.M.S., 2015. Do good institutions enhance the effect of technological spillovers on productivity?
Comparative evidence from developed and transition economies. Technological Forecasting & Social
Change, 94, 133—154.

28



Lin, L.H., 2009. Effects of national culture on process management and technological innovation. Total Quality
Management, 20(12), 1287-1301.

Liu, Y., Deng, P., Wei, J., Ying, Y., & Tian, M., 2019. International R&D alliances and innovation for emerging
market multinationals: Roles of environmental turbulence and knowledge transfer. Journal of Business &
Industrial Marketing, 34(6), 1374—1387.

Mair, J. & Marti, L., 2009. Entrepreneurship in and around institutional voids: A case study from Bangladesh.
Journal of Business Venturing, 24, 419-435.

Meyer, K. E., 2004. Perspectives on multinational enterprises in emerging economies. Journal of international
business studies, 35(4), 259-276.

Miller, S. R., Thomas, D. E., Eden, L., & Hitt, M., 2008. Knee deep in the big muddy: The survival of emerging
market firms in developed markets. Management International Review, 48(6), 645-666.

Miska, C., Szbcs, L., & Schiffinger, M., 2018. Culture’s effects on corporate sustainability practices: A multi-
domain and multi-level view. Journal of World Business, 53(2), 263-279.

Mizruchi, M.S. & Stearns, L.B., 1988. A longitudinal study of the formation of interlocking directorates.
Administrative Science Quarterly, 33, 194-210.

Na, K. and Shin, K., 2019. The Gender Effect on a Firm’s Innovative Activities in the Emerging Economies.
Sustainability, 11(7), 1992.

Nakpodia, F. & Adegbite, E., 2018. Corporate governance and elites. Accounting Forum, 42(1), 17-31.
North, D.C., 1991. Institutions. Journal of Economic Perspectives, 5(1), 97-112.

Nuruzzaman, N., Singh, D., & Pattnaik, C., 2019. Competing to be innovative: Foreign competition and imitative
innovation of emerging economy firms. International Business Review, 28(5), 101490.

OECD., 2018. “Business Insights on Emerging Markets”, OECD Emerging Markets Network, OECD
Development Centre, Paris, retrieved from
https://www.oecd.org/dev/EMnet Business Insights 2018.pdf accessed on 24/05/2020

Oliver, C., 1991. Strategic responses to processes institutional. Academy of Management Review, 16(1), 145—179.

Ostergaard, C.R., Timmermans, B., Kristinsson, K., 2011. Does a different view create something new? The effect
of employee diversity on innovation. Research Policy, 40(3), 500—509.

Peng, M.W., Au, K.Y., Wang, & D.Y.L., 2001. Interlocking Directorates as Corporate Governance in Third World
Multinationals : Theory and Evidence from Thailand. 4sia Pacific Journal of Management, 18(2), 161—
181.

Pettersson, A. I., & Segerstedt, A., 2013. Measuring supply chain cost. International Journal of Production
Economics, 143(2), 357-363.

Pfeffer, J. & Salancik, G.R., 1978. The external control of organizations: A resource dependence perspective.
Harper & Row, New York.

29



Pfeffer, J., 1972. Size and Composition of Corporate Boards of Directors: The Organization and its Environment.
Administrative Science Quarterly, 17, 218-228.

Pitelis, C. N., & Teece, D. J., 2018. The new MNE: ‘Orchestration’ theory as envelope of ‘Internalisation’
theory. Management International Review, 58(4), 523-539.

Png, I. P, Tan, B. C., & Wee, K. L., 2001. Dimensions of national culture and corporate adoption of IT
infrastructure. IEEE Transactions on Engineering Management, 48(1), 36-45.

Post, C., & Byron, K., 2015. Women on boards and firm financial performance: A meta-analysis. Academy of
Management Journal, 58(5), 1546-1571.

Prahalad, C. K., & Ramaswamy, V., 2004. Co-creating unique value with customers. Strategy & leadership, 32(3),
4-9.

Quintana-Garcia, C., & Benavides-Velasco, C.A., 2016. Gender Diversity in Top Management Teams and
Innovation Capabilities: The Initial Public Offerings of Biotechnology Firms. Long Range Planning,
49(4), 507-518.

Rost, K., & Osterloh, M., 2010. Opening the black box of upper echelons: Drivers of poor information processing
during the financial crisis. Corporate Governance: An International Review, 18(3), 212-233.

Rottig, D., & de Oliveira, R. T., 2019. International expansion of Chinese emerging market multinational
corporations to developed markets: a qualitative analysis of post-acquisition and integration strategies.
In Chinese Acquisitions in Developed Countries, 37-53. Springer, Cham.

Sachs, C. E., Gajurel, K., & Bianco, M., 1997. Gender, seeds and biodiversity. Women working in the environment,
178-92.

Salancik, G.R., Pfeffer, J., 1977. A Strategic-Contingency Model of Power. Organizational Dynamics, 5(3), 3-21.
Scott, W. R., 1987. The adolescence of institutional theory. Administrative science quarterly, 493-511.

Seijts, G., Byrne, A., Crossan, M. M., & Gandz, J., 2019. Leader character in board governance. Journal of
Management and Governance, 23(1), 227-258.

Singh, D., Delios, A., 2017. Corporate governance, board networks and growth in domestic and international
markets: Evidence from India. Journal of World Business, 52(5), 615-627.

Slote, M., 2007. The ethics of care and empathy. Routledge.

Stucki, T., 2019. Which firms benefit from investments in green energy technologies?— The effect of energy
costs. Research Policy, 48(3), 546-555.

Teece, D. J., 1980. Economies of scope and the scope of the enterprise. Journal of economic behavior &
organization, 1(3), 223-247.

Terjesen, S., Sealy, R., & Singh, V., 2009. Women directors on corporate boards: A review and research
agenda. Corporate governance: an international review, 17(3), 320-337.

Terjesen, S., Aguilera, R., & Lorenz, R., 2015. Legislating a woman’s seat on the board: Institutional factors
driving gender quotas for boards of directors. Journal of Business Ethics, 128(2), 233-251.

30



Torchia, M., Calabro, A., & Huse, M., 2011. Women directors on corporate boards: From tokenism to critical
mass. Journal of business ethics, 102(2), 299-317.

Torchia, M., Calabro, A., Huse, M., & Brogi, M., 2010. Critical Mass Theory and Women Directors' Contribution
to Board Strategic Tasks. Corporate Board: Role, Duties & Composition, 6(3).

Turrd, A., Urbano, D., and Peris-Ortiz, M., 2014. Culture and innovation: The moderating effect of cultural values
on corporate entrepreneurship. Technological Forecasting & Social Change, 88, 360-369.

Ullah, S., Akhtar, P. and Zaefarian, G.,, 2018. Dealing with endogeneity bias: The generalized method of moments
(GMM) for panel data. Industrial Marketing Management, 71, 69-78.

Ullah, S., Ahmad, S., Akbar, S. and Kodwani, D., 2019. International evidence on the determinants of
organizational ethical vulnerability. British Journal of Management, 30(3), 668-691.

Ullah, S., Zaefarian, G. and Ullah, F., 2020. How to use instrumental variables in addressing endogeneity? A step-
by-step procedure for non-specialists, Industrial Marketing Management.
https://doi.org/10.1016/j.indmarman.2020.03.006

Van Everdingen, Y.M. and Waarts, E., 2003. The effect of national culture on the adoption of innovations.
Marketing Letters, 14(3), 217-232.

Wang, H., Waldman, D.A., and Zhang, H., 2012. Strategic leadership across cultures: Current findings and future
research directions. Journal of World Business, 47(4), 571-580.

Wu, J., Ma, Z., & Liu, Z., 2019. The moderated mediating effect of international diversification, technological
capability, and market orientation on emerging market firms' new product performance. Journal of
Business Research, 99, 524-533.

Wu, J. & Park, S.H., 2019. The role of international institutional complexity on emerging market multinational
companies’ innovation. Global Strategy Journal, 9(2), 333-353.

Yip, G., & McKern, B., 2014. Innovation in emerging markets—the case of China. International Journal of
Emerging Markets, 9(1), 2-10.

Zahra, S.A. & Pearce 11, J.A., 1989. Boards of Directors and Corporate Financial Performance: A Review and
Integrative Model. Journal of Management, 15(2), 291-334.

Zahra, S.A. and Pearce II, J.A., 1990. Determinants of board directors' strategic involvement. European
Management Journal, 8(2), 164-173.

Zeschky, M., Widenmayer, B., & Gassmann, O., 2011. Frugal innovation in emerging markets. Research-
Technology Management, 54(4), 38-45.

Zona, F., Zattoni, A. & Minichilli, A., 2013. A Contingency Model of Boards of Directors and Firm Innovation:
The Moderating Role of Firm Size. British Journal of Management, 24(3), 299-315

Zucker, L.G., 1987. Institutional theories of organization. Annual review of sociology, 13(1), 443-464.

31



[43

S103ed1pUI SJueq PlIOA\

S103edIpUI Sjueq PlIOA\

S10Yed1pUI Jueq PlIOA\

SJI0JeOIpUI YUeq PlIOA\

S103ed1pUI Sueq PlIOA\

sy31suy apaIsjoH
SySIsu] opasjoH
sySIsu| oplsjoH
sySIsu| opasjoH

SIYSIsu apAIsjoH

SIYSIsu apAIsjoH

uoyIg Uoswoy ],
uoyIg Uoswoy ],
uoyIg uoswoyJ,
uoyIg uoswoyJ,
uoyIg uoswoy ],
uoyIg uoswoy ],
uoyIg uoswoyJ,
uoyIg UoswoyJ,

uoyIg Uoswoy ],

(Oques 001 (3s9y31Y) 03 0J3Z (ISOMO[) WOJ SATURI UIIUM “SALIIUNOD [[& Suowe yuel 9]uaosdd)

ureS 9jealld 10} pas1olaxa si Jamod o1jqnd yoiym 03 Jua)Xa SAINSLAW YoIym J0JedIpul Jueq PO\
sanssaid [eonijod wouy asayy jJo aouspuadapur Jo 22159p Ay

pue ‘sa01AI3s o11qnd ‘991AI9S [IAID 2y} JO AJfenb ay) saanseaw pue (] 03 () WOIJ SILIBA XpUl Y[,
OOUDS[OIA pUB SWILIO

Jo pooyI[ayI] ay) Sk [[om sk ‘s3nod oy pue ao1jod a3 ‘sjySLr Auredoad Juatoiojus JoeIU0D

Jo Kirenb oy sainseaws 31 pue (JULJ[99X3) 00 03 (JUAISIXS-UOU) () WOJJ AIBA SIN[BA XdpUI oY ],
(uonoa0ad J03s9AUI J2YSIY) ] 03 (U01393304d JOISOAUL OU JO JWOS

SurAey]) () Wwouy sasuel Xapul Y, "XIpUI JINS JOP[OYIeYS JO 3SBd dY) pue Xopul AJ[Iqel] JOJoIIp
JO JU9IX3 ) Xopul 2INSO[ISIP JO JUAIXD AU} :SAJIPUI JAYIO 31} JO 9FRIOAL UE ST XOpUl SIY ],
juswdoraaap 10309s-a1eALId 9j0woad

pue mojJe jey) suonen3al juswa[dwi pue dO[oAIpP SJUSWUIIAOT MO SAINSLIW Xapul Y |,

unj Suiaey pue 9)1] Surkofua

0 Paje[al SOALIP UBWINY [BINJBU PUR OISBQ JO UONEBOIIIRIS 001) A[9ANE[a1 SMO][. Jey) AJ2100S
Ke[dsip £12100s ® ur 9jdoad jey) uoZLIOY W AY |,

Kyarxue yam 2doo ueo ojdoad [jom moy sainseajy

USWOM PUB USW U9M]OQ SI[0J JO UONQLISIP Y} SAINSBIA

ATunuIwod J19Y3 uryim siaylo 03 dAey sjdoad jey) san ayl Jo yISuans Ay L
Jamod noym pue yim ojdoad usomiaq — paydoooe si pue — s)sixa jeyy Ajenbaur Jo 92139p Ay ],

Aymbo
UOWIOD 3} JO dN[BA J3aYS ddUE[eq Y} Aq PIPIAIP AJINDa UOWUIOD JO dN[EA JOYIBIA

19SSk [8)0) AQ papIAlp awodul Sunesad

Kynba Japjoyo0ls Aq papialp awooul Sunetado

$19SSE [810) AQ PIPIAIP 1Q9p [€I0

Japjoyateys 3sa3ae| o[3uls & Jo diysioumo aieys jo agejuadiad oy,

(eouspuadapur p1eoq Jo 9INSBAW & ST SIY}) SI0JOAIIP SANNIIXI-UOU JO dFejusotad ay T,
sJoquIaW pJeoq JO Joquinu [810) 9 [,

pieoq Auedwod B UO USWOM JO 9FBIUII]

sofes £q papIAlp sainjipuadxa juowdoaAsp pue Yoseasal [9AS]-ULIL]

(MIODYOAYLD) uondniiod 1o [ou0)

(LOAAAAOD) SSOUIAIIOLID JUSUIIAOD)

(MVTIOTT1NY) Me[ Jo 3y

(IdIS) XopuI uo1o3104d 103S9AUI JO YISUANS

(VNODAY) Anpenb uonengay
S401o0f [IPuOMYSU] 1243]-A13UN0)

(YA urensay snsioA douadnpuy

(OL1) uoneUaLIO W -1OYS SNSIdA -SU0]
(IV) Xapu] 20UBPIOAY AJUIe)IouN

(SVIN) Anutura ] snsio A ANUINOSeiy

(AQI) WSIAO3[[0D) SNSISA WISI[ENPIAIpU]

(1ad) Xepur aouejsIp 1oM0g
spoadsy aanyn) [puonvp] S, apaIsfoH

(AGLIN) anJeA }00q-01-131BA]
(VOY) s1esse uo uInjay

(20Y) Aunbs uo uoy

(AdT) 93er0na]

(0gSs) 1opjoyaseys 1sadie] o[SuIg
(@AN) SI0IOIP SAINOIXI-UON
(az1s9) az1s pieog

(ao) KisieAlq 1opusn

(SATVSA) Sutpuads axy
$a1q1ina drfidads-uril.y

?2anos

uonIuya(q

Jwieu JA[qBLIBA

SUORIUYIP A1) PUE SAGELIEA 1] IqEL



Table 2 Panel A: Sample characteristics

Panel B: Industrial composition of the sample

Country No. Of. . No. Of

companies industries
Argentina 4 4 Basic Materials 102
Brazil 62 5 Consumer goods 52
Chile 17 7 Consumer services 24
China 54 9 Financial 51
Colombia 11 7 Healthcare 12
Eg;f};lic I I Industrials 91
Hungary 2 2 Oil and Gas 37
India 57 10 Technology 38
Indonesia 72 9 Telecommunications 21
Malaysia 7 4 Utilities 44
Mexico 32 7 Total 472
Peru 6 3
Philippines 29 6
Poland 12 4
Russia 43 9
South
Africa 17 >
South
Korea 6 3
Sri Lanka 1 1
Taiwan 15 5
Thailand 10 5
Turkey 14 6
Total 472 112
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Table 3 Descriptive statistics

Variable Obs. Mean Std. Dev. Min. Max.
BSIZE 4295 10.209 3.778 1 37
NED 4725 52.349 34.41 0 96.43
GD 4723 4.355 7.528 0 50
SBO 3681 31.186 26.984 0 99.99
LEV 4725 .029 .06 0 .864
ROE 4725 156 554 -7.893 23.187
ROA 4725 01 .027 -.054 572
MTBV 4685 2.39 4.283 0 51.97
LEVERAGE 4725 272 192 0 3.651
RDSALES 4724 .03 .079 0 813
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