Do Board Diversity Affect Anticorruption Disclosure? A Study of Latin America Firms?

1 Introduction

Corruption is “the abuse of entrusted power for private gain” (Transparency
International, 2020b) or “the use of power for private gain” (Duho et al., 2020). Corruption can
affect the functioning of companies with the increase of their costs (Sari et al., 2020). The notion
that corruption has harmful effects on business and society is widely accepted, so companies
are expected to be part of the fight against corruption (Blanc, Branco, et al., 2019). Therefore,
anti-corruption rules can be seen as an effective solution in the fight against corruption,
promoting investments and restoring investor confidence (Battaglia et al., 2020).

Prior studies have examined the impact of media exposure (Blanc et al., 2017), foreign
ownership (Sari et al., 2020), membership in the United Nations Global Compact (Duho et al.,
2020) and board directors expertise (Masud et al., 2019) in anticorruption disclosure.
Anticorruption disclosure is part of social disclosure and sends signals to investors of firms'
commitment to fight corruption (Duho et al., 2020). Firms are pressured to improve their
transparency due to international developments on the incidence of corruption (Nobanee et al.,
2020). To this extent, anticorruption disclosure is a way of organizational legitimation after a
corruption practice (Lombardi et al., 2020). Further, anticorruption disclosure provides more
appropriate risk assessments, strengthening the fight against corruption (Blanc, Cho, et al.,
2019)

Corporate governance has a central role in preventing corruption in firms (Lombardi et
al., 2020). Board of directors has the role of advising and monitoring the firm in which it
operates (El Gammal et al., 2020; Karim et al., 2020) and decisions made in the board of
directors help contain and prevent corporate corruption by applying national regulations
(Lombardi et al., 2020). The diversity of the board allows managers to provide the resources
necessary for effective management of the various stakeholders (Harjoto et al., 2015; Oh et al.,
2019) and board diversity acts to reduce conflict between principal and agent by encouraging
managers to disseminate information, generating better social performance (Hoang et al., 2018;
Zaid et al., 2020). Therefore, board diversity is one of the main requirements for better corporate
social performance (Azam et al., 2019).

Previous studies demonstrate the influence the board independence diversity (Endrikat
et al., 2020; Gallego-Alvarez & Pucheta-Martinez, 2020; Jaggi et al., 2020; Ullah et al., 2019),
gender diversity (Amorelli & Garcia-Sanchez, 2020; Jaggi et al., 2020; Pucheta-Martinez &
Gallego—Alvarez, 2019; Qureshi et al., 2020; Ullah et al., 2019; Wang et al., 2020), board
specific skills (Al-Qahtani & Elgharbawy, 2020; Arayssi & Jizi, 2019; Harjoto et al., 2015;
Helfaya & Moussa, 2017) and board size (Beji et al., 2020; Endrikat et al., 2020; Gallego-
Alvarez & Pucheta-Martinez, 2020; Zaid et al., 2020) on the corporate social disclosure.
However, the evidence for the board diversity in anticorruption disclosure is still scarce.

The objective of the paper is to analyze the influence of board diversity (gender
diversity, board independence diversity, board skill diversity and board size) on the
anticorruption disclosure. This study examines the association between board diversity and
anticorruption disclosure using the lenses of stakeholder, resource dependence, agency and
upper echelons theories. Stakeholder theory (Freeman, 1984) states that a firm that engages in
activities beyond profit maximization is rewarded with value creation for the firm and its
stakeholders (Qureshi et al., 2020) and that firms disclose social and environmental information
to decrease pressure from their stakeholders (Al-Qahtani & Elgharbawy, 2020). According to
resource dependency theory (Pfeffer & Salancik, 1978), a more diverse board has a diverse set
of knowledge, skills, culture and experience that will improve the board's performance (Azam
etal., 2019). Agency theory (Jensen & Meckling, 1976) is based on the contractual relationship
between principals and agents, agents act on the principals behalf to serve the interests of the
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principals (Kumala & Siregar, 2020). According to upper echelons theory, some personal
characteristics affect decision making process, including social and environmental decisions
(Attah-Boakye et al., 2020; Malik et al., 2020).

The study collects data from 287 firms in Latin America over a 5-year period (2015-
2019). The study contributes to the literature in several aspects. First, the study investigates
quantitatively the impact of board diversity on the anticorruption disclosure in Latin America
firms. Second, the study uses a multi-theoretical perspective, including stakeholders, agency,
resource dependency, and upper echelons theories. Finally, data was obtained from Thomson
Reuters database. Thomson Reuters database provides environmental, social and governance
(ESG) information of firms from stock market filings and annual company reports (Burkhardt
et al., 2020).

The reminder of the paper is organized as follows: Section 2 proposes relevant literature
on the topic. Section 3 presents the methodology. Section 4 shows the findings and discussion.
Lastly, Section 5 includes conclusions and limitations.

2 Literature Review and Hypothesis Development

2.1 Corruption and board diversity

In last years, corruption has become a concern of all firms and governments around the
world (Nobanee & Ellili, 2020) and anti-corruption issue is a widely researched topic in the
international context, requiring rigorous attention and solutions from governments, regulators
and organizations (Lombardi et al., 2020). In this context, international development agencies
have made considerable investments in combating corruption, but no significant changes have
been achieved in the levels of corruption (David-Barrett & Fazekas, 2020). In addition,
corruption has numerous channels and demonstrations endangering a country's political,
economic, social and judicial systems (Ahmed, 2020).

In 2019, citizens of Latin American countries held protests against corruption in Latin
American countries (Transparency International, 2020a). In Latin America, there is a drop in
investments due to corruption (Battaglia et al., 2020). More than half (53%) of Latin American
and Caribbean citizens believe corruption increased in 2018 (Transparency International,
2019). Moreover, Covid-19 is presenting challenges never seen before for Latin American
countries, including combating corruption (Simon & Aalbers, 2020).

2.2 Board independence diversity and anticorruption disclosure

According resource dependence theory, the greater number of independent directors
allows the firm to have and provide alternative sources of knowledge linked to social and
environmental aspects (Endrikat et al.,, 2020). From the perspective of agency theory
independent directors reduce agency conflicts ensuring effective monitoring and better
management (Beji et al., 2020; Naciti, 2019) and independent directors improve corporate
governance and decision making (Colakoglu et al., 2020). According to stakeholder theory, a
more independent board is less subject to shareholder pressure, thus improving sustainability
performance (Naciti, 2019).

Previous studies revealed a positive and significant relationship between board
independence diversity and corporate social disclosure (Endrikat et al., 2020; Gallego-Alvarez
& Pucheta-Martinez, 2020; Jaggi et al., 2020; Ullah et al., 2019). In line with theoretical
discussions and prior empirical findings, the following hypothesis is proposed:

Hypothesis 1: There is positive relationship between board independence diversity and
anticorruption disclosure
2.3 Board gender diversity and anticorruption disclosure

According to stakeholder theory, women establish good relationships and respond to the
need of others by using social reasoning more than men (Naciti, 2019). Agency theory states
that a female leadership encourages social and environmental disclosure, thus, women directors

2



are drivers of social and environmental disclosure (Gallego-Alvarez & Pucheta-Martinez, 2020;
Pucheta-Martinez & Gallego-Alvarez, 2019) and gender diversity acts as a mechanism for
corporate governance, encouraging sustainable development (Jarboui et al., 2020; N Orazalin
& Baydauletov, 2020). According to resource dependence theory women directors “offer many
benefits for organizations” (Yarram & Adapa, 2021) and gender diversity provides a broader
range of orientation, so greater gender diversity is expected to have a positive impact on social
and environmental performance (Wang et al.,, 2020). From the upper echelon theory
perspective, gender board diversity can affect firm strategy because men and women can have
different characteristics (Cincalova & Hedija, 2020) and a greater presence of women on the
board can be associated to a better social and environmental behavior of the company because
women are more aligned with the social and environmental corporate performance (Byron &
Post, 2016). Therefore, anti-corruption disclosure can be encouraged by gender diversity (Jaggi
et al., 2020).

Empirically, Amorelli and Garcia-Sanchez (2020), Jaggi et al., (2020), Pucheta-
Martinez and Gallego-Alvarez (2019), Qureshi et al., (2020), Ullah et al., (2019) and Wang et
al., 2020) found a significant positive relationship between gender diversity and corporate social
disclosure. In line with theoretical discussions and prior empirical findings, the following
hypothesis is proposed:

Hypothesis 2: There is positive relationship between gender diversity and anticorruption
disclosure

2.4 Board specific skills diversity and anticorruption disclosure

Board members with specific skills are more effective because they have specific
knowledge and skills (Gallego-Alvarez & Pucheta-Martinez, 2020). According to upper
echelons theory, characteristics such as career experience and education of directors are
determinants of the firm's strategy and business performance (Shahab et al., 2020). In line with
resource dependence theory, boards more diverse in their composition perform better their
functions because they have different skills, points of view and professional experience
(Amorelli & Garcia-Sanchez, 2020) and board skills diversity allows for greater board
resources and better board decisions on social and environmental issues (Al-Qahtani &
Elgharbawy, 2020).

Previous studies revealed a positive and significant relationship between board specific
skills diversity and corporate social disclosure (Al-Qahtani & Elgharbawy, 2020; Arayssi &
Jizi, 2019; Harjoto et al., 2015; Helfaya & Moussa, 2017). In line with theoretical discussions
and prior empirical findings, the following hypothesis is proposed:

Hypothesis 3: There is positive relationship between board specific skills diversity and
anticorruption disclosure

2.5 Board size and anticorruption disclosure

In line with stakeholder theory, larger boards allow for greater participation of
stakeholders in the decision-making process, encouraging firms to contribute to sustainability
(Zubeltzu-Jaka et al., 2020). According to resource dependency theory, larger boards have
greater diversity in knowledge, skills and academic backgrounds that will be useful in
formulating strategic policies (Buertey et al., 2020) and allows greater access to resources and
more connections (Endrikat et al., 2020). Additionally, according to the agency theory, in small
boards, members have their control abilities limited because they have to bear a high workload
(Zhou, 2019).

Empirically, Beji et al., (2020), Endrikat et al., (2020), Gallego-Alvarez and Pucheta-
Martinez (2020) and Zaid et al. (2020) found a significant positive relationship between board
size and corporate social disclosure. In line with theoretical discussions and prior empirical
findings, the following hypothesis is proposed:



Hypothesis 4: There is positive relationship between board size and anticorruption disclosure
3 Research Design

3.1 Sample selection and data sources
To test the hypotheses, we use a sample composed of 1047 firm-year observation from

287 firms from Argentina, Brazil, Chile, Colombia, Mexico, and Peru between 2015 and 2019.
This countries were selected because they belong to the Morgan Stanley Capital International
(MSCI) Emerging Markets Latin America Index, created in 1990, which quarterly captures
information from companies in six Latin American countries: Argentina, Brazil, Chile,
Colombia, Mexico and Peru (MSCI, 2020). The sample is unbalanced, because full data is not
available for all companies and for all years, and it consists of a total of 1047 firm-year
observations. Our data set is made up of information from the Thomson Reuters Eikon database.
Table 1 illustrates the sector classification used in this analysis, based on the Global Industry
Classification Standard (GICS).

Table 1

Sample distribution by sector of activity and countries

Sector _ _ _ Countries_ _

Argentina  Brazil Chile Colombia Meéxico Peru Total
Automobiles & Components 0 4 0 0 4 0 8
Banks 18 25 20 18 20 9 110
Capital Goods 7 15 18 5 9 8 62
Com_mermal & Professional 0 4 0 0 0 0 4
Services
Consumer Durables & Apparel 8 34 4 0 8 0 54
Diversified Financials 4 9 9 14 9 4 49
Energy 14 18 4 4 4 0 44
Food & Staples Retailing 4 9 4 5 9 4 35
Food, Beverage & Tobacco 14 28 15 4 34 18 113
Health Care Equipment & Services 0 14 0 0 0 0 14
Household & Personal Products 0 4 0 0 5 0 9
Insurance 0 15 0 0 4 0 19
Materials 15 44 14 8 38 36 155
Media & Entertainment 7 4 0 0 8 0 19
Pharma_ceutlcals, Biotechnology & 3 4 0 0 4 0 11
Life Sciences
Real Estate 8 14 4 0 7 4 37
Retailing 4 23 7 4 5 0 43
Software & Services 4 10 4 0 0 0 18
Telecommunication Services 4 14 4 4 4 0 30
Transportation 7 24 11 0 24 4 70
Utilities 27 60 34 14 4 12 151
Total 148 372 152 80 196 99 1047

As is evident from the data in Table 1, the sample comprised twenty-one activity sectors.
Firms belonging to the materials sector represent 155 observations (14,8%), followed by the
utilities and food, beverage and tobacco sectors at 151 (14,4%) and 113 (10,7%) observations,
respectively. The sector with the lowest representation was commercial and professional
services with 4 observations (3%). In relation to countries, Brazil is the country with the most
observations with 372 (35,5%), followed by Mexico and Argentina with 196 (18,7%) and 148
(14,1%) observations, respectively.
3.2 Dependent variable

Anticorruption disclosure is presented in this study as the dependent variable. This
variable is calculated as the ratio between the aggregate of 7 items focused on anticorruption
issues and the total number of items analyzed. If the company discloses information on an item,



this will take the value 1; if not, the value is 0. The 7 items analyzed of anticorruption aspects
are shown in Table 2.

Table 2

Anticorruption disclosure items

Policy Bribery and Corruption Policy Fair Competition Policy Business Ethics
Improvement Tools Business Bribery, Corruption and Fraud Anti-competition
Ethics Controversies Controversies

Business Ethics Controversies

3.3 Independent variables

In this study we adopted dimensions of board diversity. Board independence diversity,
gender diversity and board specific skills diversity were introduced in our regression model to
examine their influence on the anticorruption disclosure in the Latin America firms. To compute
the Blau index we employed the following equation:

Blau index formula: 1 — X* , P

where:

Pi = the proportion of boardroom members in each category in the ith group.
n = the number of different categories.

> = the sum of the calculations from category 1 to category n.

We used the Blau index to measure dimensions of board diversity. Blau index ranges
from O, if there is no diversity to 0.5, if the proportion of category members is exactly the same
(Zaid et al., 2020) and provides greater robustness to the board diversity, because it presents
maximum value when diversity, in fact, is maximum (Campbell & Minguez-Vera, 2008).
Further, board size was measured as the total number of directors on boards (Beji et al., 2020;
Endrikat et al., 2020; Gallego-Alvarez & Pucheta-Martinez, 2020).

3.4 Control variables

A review of past empirical research allowed considering several control variables in this
analysis. The company performance in line with Aggarwal et al., (2019), M C Pucheta-Martinez
et al., (2019) and Maria Consuelo Pucheta-Martinez et al., (2020) was calculated as the total
number of directors on boards. Leverage, was also controlled, measured as debt over total assets
(Olthuis & van den Oever, 2020; Nurlan Orazalin, 2020; Nurlan Orazalin & Baydauletov, 2020;
M C Pucheta-Martinez et al., 2019; Maria Consuelo Pucheta-Martinez et al., 2020). Finally, the
company size was calculated as natural logarithm of total assets (Nurlan Orazalin, 2020; Nurlan
Orazalin & Baydauletov, 2020; Maria Consuelo Pucheta-Martinez et al., 2020). See the
variables description in Table 3.

Table 3

Variables description

Variable Variable name Model Proxy

name name

Dependent Anticorruption CORR Anticorruption disclosure items/ total number of items

disclosure




Independent  Board independence BID —Y" , P? where P;i is the proportion of boardroom

diversity members in each category and n is the number of different
categories
Independent  Gender diversity GED —Y" ,P? where P;i is the proportion of boardroom
members in each category and n is the number of different
categories.
Independent  Board specific skills BSSD — Y P?, where P; is the proportion of boardroom
diversity members in each category and n is the number of different
categories.
Independent  Board size BSIZE Total number of board members
Control Company QTOBIN  Market capitalization of common stock plus book value
performance liabilities/book value of total assets.
Control Leverage LEV Total debt/Total assets
Control Firm size FSIZE Natural logarithm of total assets

3.5 Empirical model
The hypothesis proposed will be estimated with the following model:

CORR it=Po+ B1BID it + P2 GED it+ BsBSSD it + P4 BSIZE it + Bs QTOBIN it + s LEV it +
Bz TAMit+ ¢ (1)

where, CORR is the anticorruption disclosure, measured using anticorruption disclosure
items divided by total number of items. BID is the board independence diversity, calculated
using Blau index. GED is the gender diversity, calculated using Blau index. BSSD is the board
specific skills diversity, measured using Blau index. BSIZE is the board size, measured using
total number of directors. QTOBIN is the company performance, calculated using market
capitalization of common stock plus book value liabilities divided by book value of total assets.
LEV is the leverage, calculated using total debt divided by total assets. FSIZE is the firm size,
measured using natural logarithm of total assets. Bo the constant, i represents firm, t represents
time dimension (years), 1 to B7 are the regression coefficients, ¢ is a vector of the stochastic
error term.

4 Results
4.1 Descriptive statics
Table 4 reports a summary of the descriptive statistics for all variables considered in the

study model. The average anticorruption disclosure is 0,067 with an SD of 0,197, and it ranges
from O to 3,857.

Table 4

Descriptive statics

Variables N Mean SD Minimum Maximum
CORR 1047 0,067 0,197 0 3,857
BID 1047 0,353 0,157 0 0,5
GED 1047 0,125 0,137 0 0,5
BSSD 1047 0,328 0,157 0 0,5
BSIZE 1047 10,095 3,727 2 25
QTOBIN 1047 0,755 0,821 0 7,901
LEV 1047 0,612 0,429 0 5,985
FSIZE 1047 20,070 0,236 7,567 26,795

Notes: CORR is the anticorruption disclosure, measured using anticorruption disclosure items divided by total number of items.
BID is the board independence diversity, calculated using Blau index. GED is the gender diversity, calculated using Blau index.
BSSD is the board specific skills diversity, measured using Blau index. BSIZE is the board size, measured using total number
of directors. QTOBIN is the company performance, calculated using market capitalization of common stock plus book value
liabilities divided by book value of total assets. LEV is the leverage, calculated using total debt divided by total assets. FSIZE
is the firm size, measured using natural logarithm of total assets.

Blau independence has a mean value of 0,353 and it varies between 0 and 0,5. The
average level of board gender diversity is 12,5%. The average level of Blau gender is 12,5%
which is similar to 13% reported by Zaid et al., (2020) using the Blau index, higher than 9%
and 4% reported by Khan et al., (2019) and Lu and Herremans (2019) , respectively, and less
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than 18,03% reported by Burkhardt et al., (2020), and it ranges from 0 to 0,5. The mean value
of board specific skills diversity is 0,328 and it ranges from 0 to 0,5.

4.2 Multivariate analysis

We test our hypotheses using Hierarchical Linear Modeling (HLM). HLM can address
several problems of traditional regression models because it deals with poorly estimated
accuracy and analysis unit problems (Bryk & Raudenbush, 1992) and enables random
variations in intercepts and slopes (Guo et al., 2019). Further, HLM is often considered better
than other forms of analysis for data with a hierarchy structure, such as VCA (Variance
Component Analysis) because it allows complex structures of errors, being able to model
dependencies of levels of analysis (Soares et al., 2018).

HLM allows testing hypotheses between different levels of analysis and dividing the
explained variations of each level (Song et al., 2018) and considers the variation in more than
one level of analysis (Husted & Sousa-Filho, 2017). Multilevel models make it possible to
analyze the differences individually and between groups (Favero & Belfiore, 2017). According
to Ortas et al., (2019), three levels of analysis are introduced: annual observations of anti-
corruption disclosure (Level 1), firms (Level 2) and countries (Level 3). Multilevel model
enables the division of the dependent variable into three variations: variations in observations
within firms (Level 1), variations between firms within countries (Level 2) and variations
between countries (Level 3). Table 5 presents the findings of all the models.

Table 5
Multilevel regression results

Model 1 Model 2 Model 3 Model 4 Model 5
Fixed part
Control variables
INTERCEPT 41,058*** 39,364*** 33,589*** 38,080 31,325***
YEAR -0,021*** -0,020*** -0,017*** -0,019*** -0,016***
QTOBIN -0,004 -0,002 -0,002 -0,003 -0,001
LEV 0,007 0,007 0,008 0,006 0,010
FSIZE 0,077*** 0,078*** 0,077*>** 0,076*** 0,075***
Independent variable
BID 0,052 0,041
GED -0,034 -0,050
BSSD 0,012*** 0,125**
BSIZE 0,002 0,003
Random part
Country 0,039 0,031 0,039 0,033 0,041
Firm 0,892 0,893 0,891 0,860 0,878

Notes: CORR is the anticorruption disclosure, measured using anticorruption disclosure items divided by total number of items.
BID is the board independence diversity, calculated using Blau index. GED is the gender diversity, calculated using Blau index.
BSSD is the board specific skills diversity, measured using Blau index. BSIZE is the board size, measured using total number
of directors. QTOBIN is the company performance, calculated using market capitalization of common stock plus book value
liabilities divided by book value of total assets. LEV is the leverage, calculated using total debt divided by total assets. FSIZE
is the firm size, measured using natural logarithm of total assets.

In Model 1, we explore how board independence diversity affects anticorruption
disclosure. Model 2 analyzes the impact of gender diversity on anticorruption disclosure. In
Model 3 we examine the association between the board specific skills in anticorruption
disclosure. Model 4 analyzes the impact of board size on anticorruption disclosure.

In Model 1, we explore the influence of board independence diversity on the
anticorruption disclosure. Our results indicate a positive and insignificant coefficient. This
result not supports Hypothesis 1. Our result does not provide support for the resource
dependency theory, which states that a greater presence of independent directors provides
alternative sources of knowledge, agency theory that says that independent directors improve



corporate governance and reduce agency conflicts and stakeholder theory which cites that more
independent directors decrease stakeholder pressure

Moving to model 2, we examine the association between gender diversity and
anticorruption disclosure. The findings reveal a negative and insignificant coefficient of gender
diversity on anticorruption disclosure, implying that Hypothesis 2 is not supported. Our result
does not provide support for the stakeholder, agency, resource dependency and upper echelons
theories that claim that a presence of women on the board improves the relationship between
stakeholders, reduces agency conflict, brings more knowledge and makes the firm more aligned
with social performance.

Model 3 analyses the effect of board specific skills diversity on the anticorruption
disclosure. The variable the board specific skills diversity provides a positive sign and
statistically significant, thus that Hypothesis 3 is supported. Our results show that board specific
skills diversity is a determinant factor on anticorruption disclosure, i.e. it does support the idea
that specific skills are crucial to the firm performance (upper echelons theory) and that board
specific skills diversity enables it to better perform its functions (resource dependence theory).
This result is consistent with the empirical findings of Al-Qahtani and Elgharbawy (2020),
Arayssi and Jizi, (2019), Harjoto et al., (2015) and Helfaya and Moussa, (2017).

Moving to model 4, we examine the association between board size and anticorruption
disclosure. The findings reveal a positive and insignificant coefficient of board size on
anticorruption disclosure, implying that Hypothesis 4 is not supported. Our result does not
provide support for stakeholder, agency, and resource dependency theories that claim that larger
boards encourage the firm to perform better socially, provide greater access to resources and
connections, and support a high workload.

4.3 Additional analysis

In this section, several tests were employed to examine the robustness of our findings.
We applied the Shannon index as alternative measure of board gender diversity, board specific
diversity and board independence diversity. Shannon index has properties similar to the Blau
index, however, it is more sensitive to difference in board composition because it is a
logarithmic measure of diversity (Baumgartner, 2006; Unite et al., 2019). To compute the
Shannon index, we employed the following equation:

Shannon index formula: =Y, P;.InP;

where:

Pi = the proportion of boardroom members in each category in the ith group.
n = the number of different categories.

> = the sum of the calculations from category 1 to category n.

The minimum value for the Shannon index is zero, as there is no logarithm of zero, zero
value is adopted in cases where there is no diversity and the maximum value is 0.69 when the
proportion is the same, according to previous studies (Aggarwal et al., 2019; Unite et al., 2019;
Zaid et al., 2020). Table 6 presents the findings of all the models.

Table 6
Multilevel regression results

Model 1 Model 2 Model 3 Model 4 Model 5
Fixed part
Control variables
INTERCEPT 40,854*** 39,309*** 33,508*** 38,080*** 30,906***
YEAR -0,020*** -0,020*** -0,017%** -0,019*** -0,016***
QTOBIN -0,004 -0,002 -0,001 -0,003 -0,005
LEV 0,007 0,007 0,009 0,006 0,0111
FSIZE 0,077*** 0,078*** 0,077*** 0,076*** 0,075***

Independent variable




BID 0,032 0,025

GED -0,028 -0,042
BSSD 0,088*** 0,088***
BSIZE 0,002 0,003
Random part

Country 0,037 0,032 0,038 0,033 0,043
Firm 0,892 0,893 0,891 0,860 0,878

Notes: CORR is the anticorruption disclosure, measured using anticorruption disclosure items divided by total number of items.
BID is the board independence diversity, calculated using Shannon index. GED is the gender diversity, calculated using
Shannon index. BSSD is the board specific skills diversity, measured using Shannon index. BSIZE is the board size, measured
using total number of directors. QTOBIN is the company performance, calculated using market capitalization of common stock
plus book value liabilities divided by book value of total assets. LEV is the leverage, calculated using total debt divided by
total assets. FSIZE is the firm size, measured using natural logarithm of total assets.

The results in Table 6 are similar to those reported in Table 5 and confirm that board
specific skills diversity positively affect anticorruption disclosure, i.e., firms with greater board
specific skills diversity disclose more social information. Our results also confirm that board
independence diversity, gender diversity and board size do not affect anticorruption disclosure.
The summary of hypotheses is presented in Table 7.

Table 7

Summary of hypotheses

Hypothesis Variable Expected Actual Level of
name sign sign support

Hypothesis 1: There is positive relationship Not

between board independence diversity and BID (+) (+)

. - . Supported
anticorruption disclosure
Hypothesis 2: There is positive relationship Not
between gender diversity and anticorruption GED (+) )

; Supported
disclosure
Hypothesis 3: There is positive relationship
between board specific skills diversity and BSSD (+) (+)* Supported
anticorruption disclosure
Hypothesis 4: There is positive relationship Not
between board size and anticorruption disclosure BSIZE *) () Supported

*p<0,01

In summary, the results confirm that board specific skills diversity helps to promote
social disclosure. The results are consistent with upper echelons and resource dependency
theories, and underline that greater board specific skills diversity in the board of directors brings
important resources in promoting social disclosure.

5 Conclusions

This study analyzes the link between board diversity and anticorruption disclosure.
Using a data of 287 Latin America firms over a 5-year period (2015-2019), we employ
Hierarchical Linear Modeling (HLM) to test study hypotheses. We measure anticorruption
disclosure as the ratio between the aggregate of 7 items focused on anticorruption issues and
the total number of items analyzed. We also use the Blau index to measure board diversity
(gender diversity, board specific skills diversity and board independence diversity).

We find a positive and significant relationship between board specific skills diversity
and anticorruption in Latin America firms. This result is consistent with stakeholder, agency,
upper echelons and resource dependency theories. A negative and insignificant relationship
between gender diversity and anticorruption was also found. In addition, we noted a positive
and insignificant relationship between board independence diversity and board size and
anticorruption disclosure.

This study suffers of some limitations. We studied board diversity in terms of gender,
board specific skills and board independence diversity. Future research could focus on



nationality, age and background. We also noted that few firms disclose their socials aspects this
represents a difficulty in anticorruption disclosure.
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