Companies Behaving
Responsibly:

Gender Diversity on Boards

Savvy corporate leaders recognize that profits are not necessarily sufficient
to sustain corporate growth over time.' Increasingly, how a company
behaves plays a central role for brand and risk management and could
mean the difference between supportive stakeholders and hostile ones in
the age of the activist investor and consumer.?2 So how can organizations
demonstrate their corporate citizenship? One link, in particular, is relevant
for stakeholders: a gender-balanced board of directors is associated with
better corporate social performance (CSP).

This link between gender-diverse leadership and business outcomes
is not new. Prior research indicates that diversity helps organizations
leverage talent, increase innovation, and better reflect the marketplace.?
Catalyst research also demonstrates a positive link between companies’
board diversity and corporate philanthropic giving.* Building on this work,
researchers at Catalyst and HEC Montréal Business School have found that
across Australia, Canada, and the United States, companies and stakeholders
win when boards of directors are gender-diverse.®

Better Corporate Social Performance Is
Associated with Gender-Diverse Boards

The overall CSP score represents performance against normative
expectations for responsible behavior related to environmental, social, and
governance factors. Having a higher percentage of women board directors
was positively associated with companies’ scores across four of six measured
CSP dimensions: community, customers, environment, and supply chain.
Gender-diverse boards had neither a positive nor negative association® with
two dimensions: business ethics’ and employees.®

While helpful on their own, individual CSP dimension (see Figure 1) scores
are also aggregated into an overall weighted CSP score for each company,
taking into account the relative importance of the dimension to a company’s
industry. Catalyst and HEC Montreal also examined how a board’s gender
composition might impact the overall weighted CSP score. We found that
gender-diverse boards have a significant and positive effect on CSP: a higher
percentage of women directors is correlated with higher CSP ratings.’

WHAT IS
CORPORATE
SOCIAL
PERFORMANCE?

Corporate Social
Performance (CSP) is an
evaluation of the impact of a
company’s corporate social
responsibility (CSR) activities
compared to prescribed
norms and expectations.

CSR encompasses the actions
companies take to function

as good corporate citizens'’
across the community, the
environment, the marketplace,
and the workplace.' As
opposed to a singular focus

on profit maximization, CSR
activities make good business
sense by improving business
outcomes in areas such as risk
management,'? corporate and
brand reputation,” and the
recruitment and retention

of employees.'* CSP ratings
summarize a company’s

CSR record. Based on key
environmental, social, and
governance metrics, CSP scores
provide stakeholders with a
common understanding of
how to judge a company’s CSR
efforts.
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FIGURE 1
Gender-Diverse Boards Are Associated With Higher Scores Across
Four Dimensions of Corporate Social Performance

COMMUNITY™

A measure of how a company treats
stakeholders in society, in the
communities in which it operates
and beyond (e.g., human rights,
community development, and
philanthropic donations).

reduction of negative impact, and
investments in sustainability).

ENVIRONMENT"

A measure of how a company impacts 'A
the ecosystem (e.g., disclosure,

CUSTOMERS™

A measure of how a company acts
towards consumers of its products
and/or services (e.g., responsible
marketing and advertising, data
privacy, and quality management).

A measure of how a company'’s
network to produce and distribute
its products and/or services
operates (e.g., supply chain
standards, monitoring systems, and
fair trade products).

SUPPLY CHAIN™

Gender-Diverse Boards Can Help Companies and Stakeholders Alike

This report suggests that gender-diverse boards are
good for business and society. Companies with both
women and men in the boardroom are better equipped
to oversee corporate actions and ensure corporate
citizenship standards are not only met, but exceeded—
building sustainable

stronger, more companies.

A company that holds its supply chain accountable, values
customer loyalty, and improves both the community and
environment creates a positive cycle of influence. This
approach not only makes the world a better place, but
also increases the likelihood of sustainable big wins for
the company and its stakeholders.
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We controlled for key factors that might influence a company’s
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and industry. Companies with a higher percentage of women
directors (p<.01) had significantly higher CSP scores. We ran
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overall composite CSP score on the percent of women directors.
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assets), country location, and industry sector. Going beyond
correlation—providing evidence that women board directors
cause better CSP—is challenging given the complex relationships
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Companies with a higher percentage of women directors (p<.01)
had significantly higher corporate social performance scores for
community items. We ran a panel linear regression with random-
effects to regress the overall community score on the percent
of women directors. The regression controlled for financial
performance (return on assets), corporate governance score,
country location, and industry sector.

Companies with a higher percentage of women directors (p<.06)
had moderately significantly higher CSP scores for customer
items. We ran a panel linear regression with random-effects to
regress the overall customer score on the percent of women
directors. The regression controlled for financial performance
(return on assets), corporate governance score, country location,
and industry sector.

Companies with a higher percentage of women directors (p<.01)
had significantly higher CSP scores for environmental items. We
ran a panel linear regression with random-effects to regress the
overall environment score on the percent of women directors.
The regression controlled for financial performance (return
on assets), corporate governance score, country location, and
industry sector.

Companies with a higher percentage of women directors (p<.01)
had significantly higher CSP scores for supply chain items. We
ran a panel linear regression with random-effects to regress the
overall supply chain score on the percent of women directors.
The regression controlled for financial performance (return
on assets), corporate governance score, country location, and
industry sector.
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