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ABSTRACT
There is an ongoing, albeit uncertain, debate among stakeholders regarding the benefits of environmental, social, and govern-
ance (ESG) reporting, reflected in mixed empirical findings on its impact on firm performance. In addition to this reporting, di-
versity (gender and cultural) on boards, which is strongly promoted at the EU level, has gained increasing importance. However, 
prior research offers inconsistent results and leaves significant shortcomings regarding how the interaction of this diversity 
with the ESG pillars affects firm performance across governance structures. This study employs a fuzzy-set qualitative compar-
ative analysis and Refinitiv Eikon data of 554 European Union companies from 2023 to examine configuration pathways that 
combine gender and cultural diversity with ESG pillars, thus influencing firm performance across different governance forms. 
Drawing on Upper Echelons and Contingency Theories—enhanced by insights from Resource Dependence and Social Identity 
Theory lenses—we show that configurations combining gender and cultural diversity with the social pillar of ESG are linked 
to higher performance within one-tier firms. In two-tier firms, this higher performance is driven by environmental and social 
ESG pillars combined with cultural diversity. Recognizing that there is no single governance structure in the ESG and diversity 
context, we offer practitioners guidance on aligning ESG and diversity strategies with their governance architectures, developing 
governance-sensitive policies, increasing transparency in diversity integration, promoting ESG competency training, and pro-
viding targeted incentives.

1   |   Introduction

1.1   |   Current State of the art and Research Gaps

The European Union's introduction of mandatory environ-
mental, social, and governance (ESG) reporting requirements 
(Directive [EU]  2022), albeit with a phased implementation 

timeline, has sparked widespread debate among scholars and 
practitioners alike (Prokop et  al.  2025; Morea et  al.  2025; Di 
Tullio et  al. 2025). From a regulatory standpoint, ESG disclo-
sure is generally portrayed in a positive light, being linked to 
enhanced reputation, improved risk management, greater fi-
nancial resilience, operational efficiency, innovation potential, 
and stronger competitive advantage (MacNeil and Esser 2022; 
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Alodat and Hao  2025). Although many academics acknowl-
edge these potential benefits, critical discussions persist (Liu 
et al. 2022; Rahman et al. 2023). Standardized disclosures may 
improve transparency and comparability, yet complex require-
ments can impose substantial compliance burdens. Empirical 
evidence mirrors this tension, with studies reporting both pos-
itive (Broadstock et  al. 2021) and negative associations (Auer 
and Schuhmacher 2016), suggesting that the ESG–performance 
link is conditional on organizational context and governance ar-
rangements (Amel-Zadeh and Serafeim 2018; Bruna et al. 2022; 
Alodat and Hao 2025).

Along with EU regulators' pressure on ESG reporting, they 
also call for greater equality between men and women (Aliani 
et  al.  2024) and greater diversity in EU (Fayyaz et  al.  2023; 
Slomka-Golebiowska et  al.  2023). It is therefore not surpris-
ing that the effects of board composition, particularly in terms 
of gender and cultural diversity, have come to the forefront of 
interest among practitioners and scholars (Campopiano et  al. 
2023; Boulhaga et  al. 2023) and are closely linked to ESG is-
sues (Aliani et al. 2024). Diverse boards tend to facilitate ethi-
cal decision making, enhance stakeholder responsiveness, and 
improve ESG reporting quality (Fayyaz et al. 2023; Abdelkader 
et al. 2024). Female directors bring unique perspectives, values, 
and skills that contribute to improved board effectiveness, espe-
cially in social responsibility, transparency, and long-term sus-
tainability (Cambrea et  al.  2023; Mallidis et  al.  2024; Wu and 
Nguyen 2024; Al-Sarraf et al. 2025). Consequently, boards with 
higher female representation tend to exhibit more consistent 
ESG performance and lower degrees of ESG decoupling, indi-
cating a stronger alignment between ESG communication and 
actual practices (Abdelkader et al. 2024).

Moreover, cultural and structural diversity within boards has 
been shown to enhance both the credibility of ESG disclosures 
and overall firm performance (Elamer and Boulhaga  2024). 
Board members with diverse national, ethnic, or cultural back-
grounds introduce different cognitive frameworks, ethical per-
spectives, and problem-solving approaches, which can enrich 
strategic deliberations and improve responsiveness to global 
stakeholder demands (Khaw et  al.  2024). On the one hand, 
these lines of arguments clearly confirm that both gender and 
cultural diversity play a significant role in influencing ESG ef-
fectiveness and corporate outcomes (Cambrea et al. 2023; Aliani 
et al. 2024). On the other hand, more diverse boards may also 
face coordination challenges especially in governance systems 
where informal communication dominates and oversight mech-
anisms are weak (Pham and Tran 2019).

The discussion thus far shows that despite the benefits associ-
ated with ESG and board diversity, some areas lack consistent 
findings, revealing research gaps. Most studies have analyzed 
ESG pillars and board diversity in isolation, overlooking how 
these elements interact in complex organizational configura-
tions (Liu et al. 2022). As ESG should be treated as a multidi-
mensional framework with differentiated strategies and metrics 
(Rahman et  al.  2022; Zhou et  al.  2022; Morea et  al.  2025), it 
is crucial to examine the combined effects of individual ESG 
pillars with various aspects of board diversity at micro-levels 
(Heubeck 2024). Moreover, calls have been made for more so-
phisticated approaches to measuring ESG performance (Bruna 

et al. 2022; Cambrea et al. 2023; Rahman et al. 2023), as prior re-
search often failed to capture the complex, conditional, and non-
linear interactions among ESG dimensions, board diversity, and 
governance structures (De Falco et al. 2024; Khaw et al. 2024). 
Advanced methodologies, such as mixed-method designs or 
fuzzy-set qualitative comparative analysis (fsQCA), are needed 
to unravel these relationships. Continuing with governance 
structures, there is still a significant gap in understanding how 
ESG dimensions and board diversity interact under different 
governance models (Heubeck 2024; Mallidis et al. 2024). Most 
studies overlook how one-tier versus two-tier systems may con-
dition the translation of board diversity and ESG strategies into 
firm performance (Jouber  2021; Khaw et  al.  2024). Therefore, 
a deeper focus on one-tier versus two-tier systems is essential, 
as the separation of executive and supervisory roles in two-tier 
systems may shape both stakeholder representation and the ef-
fectiveness of ESG and diversity policies (Ifada et al. 2024).

1.2   |   The Aim and Contributions

Considering preceding lines of arguments, this study aims to 
examine how gender and cultural board diversity interact with 
ESG pillars to influence firm performance in both one-tier and 
two-tier governance systems (for more details, please see re-
search questions in Section 3). For these purposes, we employ 
the fsQCA approach and the Refinitiv Eikon database from 
2023 to analyze data on 554 companies from 21 EU countries. 
Unlike traditional regression, fsQCA reveals multiple configu-
rations paths and captures configurational equifinality (Giglio 
et al. 2023; Kariv et al. 2025), aligning more closely with the gov-
ernance logic that one size does not fit all in real-world contexts.

This study makes three main contributions. First, it devel-
ops a comprehensive framework to examine how ESG pillars 
and board diversity interact, offering a more contextualized, 
configuration-based view of their impact on firm performance. 
Second, it identifies multiple configuration paths linking gen-
der and cultural diversity with ESG pillars to improved per-
formance across governance structures, highlighting context 
dependency and multiple effective pathways. Third, it provides 
practical guidance for aligning ESG and diversity strategies with 
governance structures and informs more context-sensitive regu-
latory and governance policies.

The remaining sections are organized as follows. Supporting 
theories and their intersections are presented in Section 2, fol-
lowed by a review of the current knowledge and the defined re-
search questions in Section 3. Section 4 presents the data and 
methods. The results are presented in Section 5 and discussed in 
Section 6, and the paper is concluded, together with our contri-
butions and implications, in Section 7.

2   |   Theoretical Background

Board diversity is widely recognized as a multidimensional 
construct within corporate governance, management, and sus-
tainability research (Cambrea et  al.  2023; Heubeck  2024; Wu 
and Nguyen 2024). Capturing its full complexity requires mov-
ing beyond single-theory explanations toward an integrative 
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3Business Strategy and the Environment, 2025

approach that draws on complementary theoretical lenses. Such 
an approach enables a more comprehensive understanding 
of the structural, cognitive, behavioral, and contextual path-
ways through which board diversity affects organizations and 
their outcomes (Liu et al. 2022; Cambrea et al. 2023; Rahman 
et al. 2023; Zhou et al. 2022). This study therefore builds an in-
tegrated framework that combines insights from several com-
plementary theories to provide a nuanced understanding of 
how these factors interact within different governance struc-
tures. Our framework is primarily anchored in Upper Echelons 
Theory and a Contingency Perspective, enhanced by insights 
from Resource Dependence and Social Identity Theories. 
Table 1 below summarizes the key theories applied in this study 
and highlights their specific relevance for examining board di-
versity within different governance contexts.

2.1   |   Board Diversity as a Multidimensional 
Concept

From the Upper Echelons Theory (Hambrick and Mason 1984) 
perspective, strategic choices and organizational outcomes are 
shaped by the cognitive bases, values, and experiences of top 
decision makers. Diversity enhances decision making through 
cognitive variety, encouraging critical debate, alternative explo-
ration, and strategic innovation (Boulouta 2013; Wasiuzzaman 
and Subramaniam  2023). However, these benefits materialize 
only when diversity is actively integrated into board processes 
rather than remaining symbolic. The Contingency Perspective 
(Cumming et al. 2015) complements this view by stressing that 
the effectiveness of cognitive variety depends on contextual fac-
tors such as governance structure, industry conditions, organi-
zational culture, national institutions, and regulation. Empirical 
evidence shows that these factors can explain why diversity has 
stronger effects in some contexts (e.g., developed markets) than 
in others (e.g., developing markets) (Yarram and Adapa  2021; 
Wasiuzzaman and Subramaniam  2023), and why organiza-
tional culture and environmental conditions can strengthen or 
weaken the diversity–performance link (Slomka-Golebiowska 
et al. 2023; Nuber and Velte 2021). Together, these theories sug-
gest that while diverse cognitive resources can enhance strategic 
decision making, their value is contingent upon aligning gover-
nance and contextual conditions to support inclusion and effec-
tive deliberation.

In addition, the Social Identity Theory (Tajfel and Turner 1979) 
offers a behavioral and psychological lens on how demographic 
diversity shapes trust, cohesion, and group dynamics. While di-
versity may broaden perspectives, it can also heighten risks of 
conflict, subgroup formation, and miscommunication (Adams 
and Ferreira 2009), especially under crisis conditions or exter-
nal pressure (Veltrop et al. 2015). These dynamics can be fur-
ther complicated by stereotypes and biases in certain cultural or 
market contexts (Hoyt and Murphy 2016; Markóczy et al. 2021). 
Resource Dependence Theory (Pfeffer and Salancik 2015) com-
plements this behavioral insight by highlighting the board's role 
in connecting the firm to critical external actors, resources, and 
legitimacy. Diverse boards—particularly in terms of gender and 
culture—can broaden stakeholder engagement, improve access 
to heterogeneous networks, and enhance adaptability to exter-
nal change (McDonald et al. 2008; Carter et al. 2010; Ben-Amar 

et al. 2017). These theoretical lenses also offer valuable insights 
into how diversity interacts with different governance struc-
tures, as explored in the next section.

2.2   |   Linking Board Diversity With One- Versus 
Two-Tier Firm Systems

The institutional structure of corporate boards fundamentally 
shapes how diversity translates into governance outcomes 

TABLE 1    |    Theories and their relevance to this study.

Theory
The core argument and 
relevance to this study

Upper Echelons 
Theory (primary)

Firm outcomes are shaped 
by the characteristics, 

experiences, and cognitive 
frames of top managers, which 

influence strategic choices 
and priorities (Hambrick and 
Mason 1984; Carpenter et al. 
2004). This theory explains 

the direct link between 
board diversity (gender, 

cultural) and ESG-related 
strategies and performance.

Contingency 
Perspective (primary)

The effectiveness of 
organizational strategies 
depends on its alignment 

with contextual factors such 
as governance systems, 

institutional frameworks, and 
industry conditions (Donaldson 

2001; Lawrence and Lorsch 
1967). The theory explains how 

and why the impact of board 
diversity and ESG initiatives 
may differ between one-tier 

and two-tier structures.

Resource Dependence 
Theory (supporting)

Boards provide critical links to 
external resources, stakeholder 

networks, and legitimacy 
(Pfeffer and Salancik 2015; 

Hillman et al. 2000). The theory 
highlights how diversity can 
enhance access to knowledge 

and relationships that facilitate 
ESG implementation.

Social Identity Theory 
(supporting)

Group dynamics are influenced 
by social categorization, 

potentially leading to in-group/
out-group effects, conflict, 
or enhanced cohesion (van 

Knippenberg et al. 2004). The 
theory offers insights into 

how demographic diversity 
can generate both synergies 
and tensions within boards.
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(Jouber 2021; De Falco et al. 2024; Khaw et al. 2024). Governance 
systems typically follow either a one-tier model, predominant 
in Anglo-American contexts, or a two-tier model, common in 
continental Europe and civil law jurisdictions (Jouber  2021; 
Ifada et al. 2024). Within one-tier systems, executive and non-
executive directors serve on the same board, facilitating faster 
communication, shared strategic orientation, and informal in-
teraction (Temiz and Acar 2023). In contrast, two-tier systems 
separate supervisory and management boards, reinforcing in-
dependence and formal oversight (Grau and Bel 2022). These 
structural distinctions directly affect how diversity functions in 
practice. From the perspective of Resource Dependence Theory, 
the integration of roles in one-tier systems can enhance access 
to external knowledge and stakeholder networks through more 
efficient knowledge diffusion, whereas the separation of boards 
in two-tier systems may slow information flow but provide a 
clearer institutional framework for structured collaboration 
and the protection of minority voices (Heubeck 2024; Mallidis 
et al. 2024).

Social Identity Theory complements this view by focusing on 
the internal functioning of diverse boards. It highlights poten-
tial tensions arising from subgroup dynamics, particularly when 
demographic diversity triggers identity-based divisions. Such 
challenges can be more pronounced in institutional environ-
ments where bias and stereotypes persist, such as in developing 
economies or under crisis conditions (Hoyt and Murphy 2016; 
Markóczy et al. 2021). The ability to mitigate these effects de-
pends not only on the internal cohesion of the board but also on 
whether the governance structure fosters or constrains inclusive 
interaction.

Extending above reasoning, the contingency perspective sug-
gests that the outcomes of board diversity are conditioned by 
the broader external environment, including national insti-
tutional frameworks, regulatory systems, industry charac-
teristics, and organizational culture (Nuber and Velte  2021; 
Yarram and Adapa  2021; Slomka-Golebiowska et  al.  2023; 
Wasiuzzaman and Subramaniam  2023). This conceptual in-
tegration underscores that the effects of board diversity can-
not be fully understood without considering how institutional 
structures shape both the opportunities and constraints for di-
verse governance. The interaction between board composition 
and governance system design ultimately determines whether 
diversity leads to substantive ESG engagement or remains 
largely symbolic. Despite these insights, existing research has 
yet to offer a comprehensive comparison of how diversity op-
erates across one-tier and two-tier systems. Building on this 
gap, the present study develops an integrative framework link-
ing board diversity, institutional architecture, and ESG per-
formance to advance theoretical understanding and inform 
governance practice.

3   |   Review of the Status Quo and Research 
Questions

The theoretical discussion in Section 2 showed that the relation-
ship among board diversity, ESG pillars, and firm performance is 
complex and shaped by contextual and structural factors, includ-
ing governance design and institutional frameworks. Building 

on these insights, Section 3 reviews current empirical findings, 
clarifies remaining gaps, and formulates research questions that 
reflect the configurational logic described thus far.

3.1   |   ESG and Firms' Performance

Despite increased research on the link between ESG perfor-
mance and firm outcomes (Zhou et al. 2022; Fayyaz et al. 2023; 
Rahman et  al.  2023; Wu and Nguyen  2024), existing empiri-
cal results do not provide a clear answer and are rather mixed. 
Therefore, we can find studies confirming both a positive cor-
relation among ESG performance and firm outcomes (Godfrey 
et al. 2009) and a rather neutral or even negative effects (Orlitzky 
et  al.  2003; Nuber and Velte  2021). Some scholars argue that 
ESG initiatives may increase operational costs without imme-
diate financial benefits (Barnea and Rubin  2010); others sug-
gest that time lags, methodological variations, and contextual 
differences explain the inconsistent results (Amel-Zadeh and 
Serafeim 2018; Bruna et al. 2022). In response to this variability, 
researchers have emphasized the need to disaggregate ESG into 
its three components and assess their individual contributions 
to firm performance.

From the perspective of the environmental pillar that evaluates 
how companies manage their interaction with the natural en-
vironment, recent research has underscored that strong envi-
ronmental performance may contribute to reduced equity costs 
(Sharfman and Fernando 2008), enhanced resource efficiency, 
and improved market valuation (Alareeni and Hamdan 2020). 
Nevertheless, the findings are not uniform. Some studies have 
found no significant relationship or even negative effects of en-
vironmental investments on financial performance, particularly 
when such efforts are poorly aligned with corporate strategy or 
are overly expensive (Garcia et al. 2017).

The social pillar perspective refers to how firms manage relation-
ships with employees, customers, suppliers, and communities 
and covers aspects such as labor rights, human capital devel-
opment, diversity, customer responsibility, and community en-
gagement. Prior research suggests that social initiatives enhance 
stakeholder trust, brand reputation, and access to capital (Friede 
et al. 2015; Yu et al. 2018), all of which can contribute to better 
financial outcomes. Social investments have also been linked to 
improved employee retention and productivity (Carnini Pulino 
et al. 2022). However, some scholars argue that social responsi-
bility programs may entail considerable costs without generat-
ing direct returns, especially if they are perceived as symbolic 
or disconnected from the core business. These mixed findings 
suggest that the financial effectiveness of social ESG activities 
may strongly depend on the authenticity of their implementation 
and their alignment with the firm's strategic objectives.

The governance pillar includes board structure, internal con-
trols, shareholder rights, audit quality, and overall account-
ability mechanisms. Effective governance has been widely 
associated with reduced agency costs, improved strategic 
oversight, and enhanced long-term value creation (Cambera 
et  al.  2023). Studies show that effective governance can 
support ESG implementation by enhancing transparency, 
aligning incentives, and mitigating opportunistic behavior 
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(Buallay  2019). Nonetheless, the financial impact of gover-
nance remains inconsistent across studies. Although some re-
search has found strong links between good governance and 
market-based performance indicators, other studies have 
reported weak or inconclusive relationships, particularly in 
firms operating in environments with underdeveloped regula-
tory frameworks or in sectors with limited external monitor-
ing (Carnini Pulino et al. 2022). This variability suggests that 
the effectiveness of governance in driving firm performance 
depends on how deeply governance practices are integrated 
into the organization's actual operations and culture, rather 
than being merely formal structures.

3.2   |   Gender and Cultural Diversity in 
Corporate Boards

The effects of board gender diversity on firm performance were 
captured both theoretically and empirically. Analyzing the first 
mentioned approach, such effects are supported by Gender 
Socialization Theory, which argues that women are more likely 
to adopt stakeholder-oriented values, and by Upper Echelons 
Theory, which links board composition to firm-level strategic 
outcomes (Hillman and Dalziel 2003). These perspectives sug-
gest that gender-diverse boards can promote ethical governance 
and long-term value creation, especially when women are ac-
tively engaged in strategic decision making. Recent empirical 
research also shows that the effect of gender diversity is not 
uniform across all institutional contexts. In developing coun-
tries, female directors often face structural barriers such as to-
kenism, limited participation in core decisions, and pressure to 
conform to traditional norms (Husted and de Sousa-Filho 2019; 
Wasiuzzaman and Subramaniam 2023). In such environments, 
women may deliberately distance themselves from ESG topics 
to maintain legitimacy in male-dominated settings—an effect 
described in the literature on stereotype threat and behavioral 
adaptation (Markóczy et al. 2021; Hoyt and Murphy 2016).

Moreover, the board's institutional design may shape how gen-
der diversity translates into actual outcomes. In one-tier systems 
common in Anglo-American countries, executive and nonexec-
utive directors operate within a single board. This structure sup-
ports faster decision making and direct communication but may 
also limit the independence of monitoring functions, particu-
larly in ESG governance (Heubeck 2024; Mallidis et al. 2024). 
In such settings, female board members in executive roles may 
directly influence ESG strategies (Beji et al. 2021), yet the lack 
of structural oversight can also reduce the accountability of 
ESG-related decisions. In contrast, two-tier boards widespread 
in civil law systems clearly separate executive and supervisory 
roles. This separation enhances transparency and stakeholder 
alignment and may provide more institutional support for 
gender-diverse members to participate in monitoring and sus-
tainability initiatives (Pucheta-Martínez et  al.  2019). Overall, 
the effectiveness of gender diversity appears to be shaped not 
only by institutional context but also by board structure, high-
lighting the need to consider governance design in future analy-
ses of diversity outcomes.

Regarding cultural diversity, existing studies suggest that 
boards composed of members with diverse national or 

ethnic backgrounds can significantly enhance both ESG dis-
closure quality and firm-level outcomes (Wasiuzzaman and 
Subramaniam 2023; Aliani et al. 2024). This form of diversity 
contributes to broader stakeholder responsiveness, supports 
creativity in decision making, and reduces the risk of group-
think (Fayyaz et  al.  2023). However, its effectiveness is not 
automatic but rather largely depends on the presence of strong 
governance frameworks that enable coordination and construc-
tive interaction (Zhou et al. 2022; Elamer and Boulhaga 2024). 
Taken together, these findings emphasize that the impact of 
cultural diversity is shaped by the institutional design of the 
board. In one-tier systems, the integration of perspectives may 
be facilitated through frequent interaction; in two-tier systems, 
formalized oversight structures appear more effective in trans-
lating diversity into tangible ESG and performance gains (Zhou 
et al. 2022; Wasiuzzaman and Subramaniam 2023; Elamer and 
Boulhaga 2024).

Based on this literature analysis, this study proposes two research 
questions to advance current theoretical understanding and ad-
dress the inconsistencies observed in existing empirical findings:

RQ1: What combinations (configuration paths) of individ-
ual ESG pillars, gender, and cultural diversity lead to in-
creased firm performance?

RQ2: Are different combinations (configuration paths) 
of individual ESG pillars, gender, and cultural diversity 
needed for increased firm performance in the case of one-
tier versus two-tier systems?

To empirically address our RQs, following Sections 4 and 5 out-
line the research methodology, data and results. The answers 
to these questions are subsequently presented and discussed in 
the Section 6. Subsequently, Figure 1 illustrates the conceptual 
framework of this study.

4   |   Materials and Methods

4.1   |   Data and Variables

Our study focuses on EU firms primarily because of the region's 
distinctive governance and disclosure environment. On the one 
hand, the EU's sustainability disclosure and governance frame-
work (e.g., Directive [EU] 2022) has increased the consistency of 
disclosure quality and metric definitions and scoring methods 
among EU companies, which substantially enhances the validity 
of cross-sectional comparisons within the EU. On the other hand, 
EU firms differ in their corporate governance structures, with 
both one-tier and two-tier boards, and also vary in board charac-
teristics. This provides a suitable research context for examining 
which combinations of ESG pillars and board diversity are associ-
ated with higher levels of firm performance.

We obtain data on ESG disclosure scores, financial perfor-
mance, and key board characteristics for EU-based firms from 
the Thomson Reuters Eikon Datastream database, which is 
widely recognized in corporate governance and ESG research 
for its extensive cross-country coverage, standardized metrics, 
and well-documented fields (Candio  2024; Treepongkaruna 
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6 Business Strategy and the Environment, 2025

et al. 2024). We select 2023 as the analysis year because, at the 
time of the study, it was the most recent year with complete data 
available in the database, thereby ensuring timeliness.

For data processing, we implemented a rigorous screening pro-
cedure and, following Hughes et  al.  (2019), adopted a complete 
case analysis to handle missing data and ensure dataset complete-
ness. The initial sample comprised 1701 firms from 24 EU mem-
ber states. Under the complete-case criterion, firms with missing 
values on any core variables (specifically, ESG disclosure scores 
or board diversity indicators) were removed. This resulted in the 
exclusion of 1147 firms and a final sample of 554 firms from 21 
countries. Table 2 details the distribution of the final sample by 
country, while Table 3 provides the distribution by industry sector.

The main outcome variable is firm performance, an accounting 
measure operationalized as return on assets (ROA), a widely ac-
cepted measure in prior research for assessing resource alloca-
tion efficiency and firm profitability (e.g., Makridou et al. 2024; 
Paridhi and Ritika 2025). ROA is calculated as net income di-
vided by total assets (Alareeni and Hamdan  2020; Aydoğmuş 
et al. 2022).

The antecedent conditions include the environmental (E), 
social (S), and governance (G) pillar scores as well as board 
gender and cultural diversity. The data on E, S, and G scores 
and board diversity were sourced from the Refinitiv Eikon da-
tabase, which is consistent with some previous studies (e.g., la 
Fuente et al. 2022; Saleh et al. 2025; Van et al. 2025), ensur-
ing methodological consistency and comparability with the 
existing body of research. A summary of all conditions, their 
classification as outcome or antecedent, description, and data 
sources is provided in Table 4.

4.2   |   Method

To examine how ESG strategies and board diversity interact to 
influence firm performance across different board structures, 
we employed the fsQCA method proposed by Ragin (2009). This 

approach allowed us to separately analyze the combined effects 
of ESG performance and board diversity on firm performance 
for one-tier and two-tier firms. Although traditional regression 

FIGURE 1    |    Research framework.

TABLE 2    |    Distribution of companies by country.

Country No. firms Percentage (%)

Germany 103 18.59

France 98 17.69

Sweden 75 13.54

Netherlands 45 8.12

Denmark 34 6.14

Finland 34 6.14

Italy 32 5.78

Ireland 25 4.51

Spain 23 4.15

Austria 20 3.61

Belgium 20 3.61

Luxembourg 20 3.61

Portugal 8 1.44

Greece 6 1.08

Cyprus 3 0.54

Malta 2 0.36

Poland 2 0.36

Hungary 1 0.18

Lithuania 1 0.18

Romania 1 0.18

Slovenia 1 0.18

Total 554 100
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7Business Strategy and the Environment, 2025

analysis methods can consider moderators to reflect interactions 
between variables, this approach typically can only handle in-
teractions between two or three variables (Furnari et al. 2021). 
The fsQCA method enables researchers to transcend second- or 
third-order interactions and investigate complex issues of mul-
ticondition interactions (Giglio et  al.  2023; Kariv et  al.  2025). 
Furthermore, the fsQCA method views the complex relation-
ships between conditions and outcomes as asymmetric and 
can explain each configuration with specific cases, indicating 
that multiple different configurations may lead to the same out-
come, revealing the multiple conjunctural causation and equi-
finality of antecedent conditions on outcomes (Schneider and 
Rohlfing 2016). The specific steps of analysis using fsQCA are 
outlined as follows (Liu et al. 2024).

	Step 1:	Case selection.

We selected 554 companies from 21 economies across EU from 
the Eikon database as cases.

TABLE 3    |    Distribution of companies by sector.

TRBC economic sector 
name No. firms Percentage (%)

Industrials 125 22.56

Consumer cyclicals 101 18.23

Technology 99 17.87

Basic materials 61 11.01

Healthcare 54 9.75

Consumer noncyclicals 48 8.66

Real estate 24 4.33

Energy 22 3.97

Utilities 20 3.61

Total 554 100

TABLE 4    |    Description and significance of outcome and antecedent conditions.

Conditions
Outcome/antecedent 

Condition Description and significance

Firm performance (ROA) Outcome ROA (return on assets) is a key measure of operational 
efficiency that reflects a firm's ability to generate profit 

relative to its total assets. A higher ROA indicates a more 
efficient use of resources and is commonly used as a primary 

performance metric in empirical ESG and corporate governance 
research (Veeravel et al. 2024; Agarwala et al. 2024).

Environmental pillar score Antecedent condition The environmental pillar evaluates a firm's impact on 
nature (e.g., water, land, air), including the management 
of environmental risks and opportunities. It helps assess 
environmental strategy effectiveness and is associated 

with firm reputation, risk reduction, and long-term 
shareholder value (Khaw et al. 2024; Veeravel et al. 2024).

Social pillar score Antecedent condition The social pillar captures a firm's ability to build trust, 
loyalty, and relationships with employees, customers, and 

communities. It contributes to both reputation and business 
stability key elements for long-term performance and license 

to operate (Khaw et al. 2024; Veeravel et al. 2024).

Governance pillar score Antecedent condition The governance pillar assesses firm-level controls and processes 
(e.g., board composition, transparency, independence). Strong 
governance protects investor interests, reduces agency costs, 
and is associated with higher performance and responsible 

business practices (Ifada et al. 2024; Khaw et al. 2024).

Board gender diversity Antecedent condition Female representation on boards is crucial due to its 
proven positive effects on decision making, innovation, 

and CSR/ESG outcomes. Gender-diverse boards 
enhance governance quality and corporate reputation 
(Jouber 2021; Cambrea et al. 2023; Khaw et al. 2024).

Board cultural diversity Antecedent condition Cultural diversity (i.e., members with different national 
or ethnic backgrounds) broadens perspectives in decision 

making, fosters innovation, and supports global adaptability. 
It is positively linked with better risk governance and ESG 

performance (Khaw et al. 2024; De Falco et al. 2024).

Note: All conditions used in the analysis were obtained from the Refinitiv Eikon data source.
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8 Business Strategy and the Environment, 2025

	Step 2:	Data calibration.

After selecting the cases, we assigned membership degree rang-
ing from 0 to 1 for ESG pillars, board diversity, and firm perfor-
mance by setting anchor points.

	Step 3:	Analysis of necessary conditions.

The purpose of necessary conditions analysis is to examine 
whether individual ESG pillars and board diversity, encompass-
ing gender diversity and cultural diversity, are necessary con-
ditions for generating high levels of firm performance. From a 
set-theoretic perspective, necessary condition analysis is con-
ducted to test whether the set of outcomes is a subset of a set of 
conditions. In this step, if the consistency of a condition exceeds 
0.9, it can be considered a necessary condition for generating 
high levels of firm performance.

	Step 4:	Construction of the truth table.

By combining k antecedent conditions, a truth table with a total 
of 2k rows can be obtained. In this step, it is necessary to set the 
minimum case frequency, consistency threshold, and propor-
tional reduction of inconsistency (PRI) to simplify the truth table. 
The minimum case frequency was defined based on the sample 
size, and a frequency threshold of 1 was sufficient for small- and 
medium-sized samples (Douglas et al. 2020). The acceptable cri-
teria and calculation method for the consistency threshold were 
different from those used in the analysis of the necessary condi-
tions. Generally, a consistency threshold of not less than 0.8 is con-
sidered acceptable. Furthermore, we set the PRI to 0.65 to avoid 
contradictory configurations (i.e., when the same combination of 
conditions is a subset of both the outcome and its negation).

	Step 5:	Sufficiency analysis.

After setting up the parameters and conducting a sufficiency 
analysis, we can obtain the following three types of solutions: 

complex, parsimonious, and intermediate solutions. Based on 
the study by Fiss  (2011), we denoted the presence of core and 
peripheral conditions as (●) and (•), respectively, and the absence 
of core and peripheral conditions as (⊗) and (⊗), respectively. A 
blank in the relevant cell of the table indicates that having a high 
or nonhigh condition is not important.

	Step 6:	Robustness test.

We conducted robustness testing in two ways: by increasing the 
frequency threshold from 1 to 2 and by reducing the PRI from 
0.65 to 0.6.

The application of fsQCA follows a specific step-by-step pro-
cedure, including data calibration, analysis of necessary con-
ditions, sufficiency analysis of conditional configuration, and 
robustness test, as shown in Figure 2.

5   |   Results

5.1   |   Data Calibration

Calibration refers to the process of assigning membership de-
grees from 0 to 1 to cases, divided into direct calibration and 
indirect calibration (Rihoux and Ragin 2009; Liu et  al.  2022). 
Direct calibration involves setting the following three anchor 
points: full membership point, crossover point, and full non-
membership point. The indirect calibration relates to a rescaled 
measurement based on qualitative assessments. In this study, 
we employed the direct calibration method to perform data cali-
bration, setting 75%, 50%, and 25% as the full membership point, 
crossover point, and full nonmembership point, respectively. In 
addition, to retain cases with a membership degree of 0.5, we 
subtracted 0.001 from the antecedents with a membership de-
gree of 0.5 (Crilly et al. 2012). Table 5 presents the results of the 
data calibration.

FIGURE 2    |    Analytical technique roadmap.
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9Business Strategy and the Environment, 2025

5.2   |   Analysis of Necessary Conditions

We conducted a necessary conditions analysis to examine 
whether gender diversity and cultural diversity covered by a 
single ESG pillar and board diversity are necessary conditions 
for generating high levels of firm performance. A necessary 
conditions analysis can answer whether a condition must be 
present when high levels of firm performance occur. When the 
consistency level exceeds 0.9, it can be preliminarily judged 
that the condition is a necessary condition for the outcome 
to occur. Furthermore, some literature suggests that the cov-
erage rate of necessary conditions should ideally not be less 
than 0.5 (Liu et al. 2024). The results in Table 6 indicate that 
the consistency of all conditions is below the threshold of 0.9, 
meaning that necessary antecedent conditions for generating 
high levels of firm performance do not exist for both one-tier 
and two-tier firms.

5.3   |   Sufficiency Analysis of Conditional 
Configuration

A configurational analysis answers which combinations of con-
ditions are sufficient to produce a specific outcome by consid-
ering the combination of antecedent conditions that lead to the 
outcome. We conducted a configurational analysis using the 
fsQCA 3.0 software separately for one-tier and two-tier com-
panies to generate high levels of firm performance, with each 
configuration representing different pathways to achieving the 
same outcome. The parameter settings are as follows. First, con-
sidering that lower frequency thresholds can be set for small- 
and medium-sized samples, we set the frequency threshold to 
1. Second, consistency measures the extent to which each con-
figuration is a subset of the outcome set; if the consistency score 

is below 0.75, imprecise subset relationships may be obtained 
(Ragin 2006). Therefore, we further increased the consistency 
threshold to 0.8. Finally, to avoid contradictory configurations, 
we set the PRI to 0.65. Tables 7 and 8 present the configurations 
associated with the high levels of firm performance. For one-tier 
firms, three configurations (S1, S2, and S3) lead to high perfor-
mance. Similarly, for two-tier firms, three configurations (S4, 
S5, and S6) are identified as contributing to high performance 
outcome.

Specifically, configuration S1 indicates that, for firms with 
a one-tier board structure, even if their performance on the 
environmental and governance pillars is poor, they can still 
achieve high levels of firm performance when they exhibit 
both gender and cultural diversity. Configuration S2 shows 
that, for one-tier firms with poor performance on the gov-
ernance pillar but relatively good performance on the social 
pillar, high levels of gender and cultural diversity can lead to 
high firm performance. Configuration S3 provides another 
pathway for one-tier firms to achieve high firm performance: 
Even when board diversity is low and the firm performs 
poorly on both the environmental and governance pillars, 
strong performance on the social pillar alone can still result 
in high performance.

In contrast to one-tier firms, achieving high firm performance 
in two-tier board structure firms relies more heavily on strong 
ESG performance. Configuration S4 shows that, for two-tier 
firms with low gender and cultural diversity, firms that per-
form poorly on the environmental pillar can still achieve high 
firm performance if they perform well on the governance pil-
lar. Configuration S5 shows that, for two-tier firms with low 
gender diversity but high cultural diversity, high performance 
on both the environmental and social pillars can lead to high 

TABLE 5    |    Data calibration of outcomes and conditions.

Outcomes and 
conditions

75%–Full 
membership 50%–Crossover point

25%–Full 
nonmembership

One-tier firms Firm performance 0.095 0.061 0.035

Environmental 77.984 66.335 45.643

Social 85.042 71.670 55.316

Governance 75.990 60.591 42.230

Gender diversity 44.444 38.462 33.333

Cultural diversity 46.154 25.000 12.500

Two-tier firms Firm performance 0.101 0.067 0.035

Environmental 75.880 61.976 47.432

Social 80.611 71.020 58.450

Governance 76.019 63.634 47.793

Gender diversity 42.857 33.333 31.250

Cultural diversity 44.444 22.222 14.286
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10 Business Strategy and the Environment, 2025

firm performance. Configuration S6 reveals that, for two-
tier firms with high cultural diversity, even if performance 
on the governance pillar is poor, strong performance on the 
environmental and social pillars can still result in high firm 
performance.

5.4   |   Robustness Test

To verify the robustness of the empirical results, this study fol-
lows the approach adopted in prior literature for testing configu-
rational robustness by adjusting the frequency threshold and the 
PRI threshold (Pappas and Woodside 2021).

Specifically, we first increased the frequency threshold from 
1 to 2 and obtained the configurations associated with high 
levels of performance for one-tier and two-tier firms. Second, 
following the recommendation of Patala et al. (2021), we kept 
the frequency threshold at 1 but adjusted the PRI threshold 
to 0.6, and again derived the configurations for both types 
of firms achieving high levels of performance. The results 
show that adjusting either the frequency threshold or the PRI 
threshold did not lead to substantial changes in the number, 
composition, consistency, or coverage of the resulting configu-
rations in the robustness tests. Therefore, the empirical results 
meet the requirements of robustness testing (Schneider and 
Wagemann 2012).

TABLE 6    |    Analysis of necessary conditions for generating high levels firm performance.

For one-tier firms For two-tier firms

Conditions Consistency Coverage Consistency Coverage

Environmental 0.591 0.603 0.572 0.567

~Environmental 0.491 0.524 0.523 0.518

Social 0.598 0.628 0.587 0.585

~Social 0.488 0.506 0.504 0.497

Governance 0.564 0.589 0.585 0.567

~Governance 0.519 0.541 0.500 0.507

Gender diversity 0.557 0.591 0.656 0.567

~Gender diversity 0.513 0.526 0.454 0.528

Cultural diversity 0.536 0.583 0.575 0.580

~Cultural diversity 0.550 0.551 0.519 0.505

Note: The notation ~ indicates the absence/negation of a condition.

TABLE 7    |    Configurations for generating high levels of firm 
performance for one-tier firms.

For one-tier firms

Configuration S1 S2 S3

ESG performance

Environmental ⊗ ⊗

Social ● ●

Governance ⊗ ⊗ ⊗

Board diversity

Gender diversity ● ● ⊗

Cultural diversity ● ● ⊗

Consistency 0.836 0.821 0.839

Raw coverage 0.098 0.105 0.058

Unique coverage 0.039 0.046 0.036

Overall solution coverage 0.180

Overall solution consistency 0.808

TABLE 8    |    Configurations for generating high levels of firm 
performance for two-tier firms.

For two-tier firms

Configuration S4 S5 S6

ESG performance

Environmental ⊗ ● ●

Social ● ●

Governance ● ⊗

Board diversity

Gender diversity ⊗ ⊗

Cultural diversity ⊗ ● ●

Consistency 0.830 0.782 0.801

Raw coverage 0.115 0.130 0.114

Unique coverage 0.081 0.045 0.040

Overall solution coverage 0.251

Overall solution consistency 0.781
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6   |   Discussion

6.1   |   Overview of Research Questions and Key 
Findings

This study focused on two unanswered research questions 
(RQs), helping us examine how different configurations of ESG 
pillars and board diversity (gender and cultural) contribute to 
increased firm performance, depending on the type of board 
structure. For these purposes, we newly employed the fsQCA 
approach, showing specific pathways (configurations) of such 
practices toward increased firm performance. Starting with 
RQ1 (i.e., What combinations [configuration paths] of individ-
ual ESG pillars, gender, and cultural diversity lead to increased 
firm performance?), our findings indicate that there is no uni-
versal model; rather, outcomes depend on governance structure. 
Rather, our findings reinforce the importance of distinguishing 
between one-tier and two-tier governance systems, as recently 
emphasized by Jouber (2021) and Ifada et al. (2024), who argue 
that board structure fundamentally moderates how diversity 
and ESG strategies translate into firm outcomes. Such results 
highlight the relevance of RQ2 (i.e., Are there different combi-
nations [configuration paths] of individual ESG pillars, gender, 
and cultural diversity needed for increased firm performance in 
the case of one-tier versus two-tier systems?) as we show that 
the conditions leading to high performance vary significantly 
between one-tier and two-tier firms, which align with configu-
rational logic and Contingency Theory (Zhou et al. 2022; Bruna 
et al. 2022).

6.2   |   One-Tier Systems: Diversity as an 
Independent Pathway

In more detail, gender and cultural diversity repeatedly emerged 
as core conditions for high performance among firms with a one-
tier board structure. Configurations S1 and S2 suggest that di-
versity can compensate for weak environmental and governance 
performance, while S3 confirms that its effect is reinforced 
when combined with a strong social pillar. Thus, diversity does 
not act as merely a complement to ESG but as an independent 
pathway to enhanced performance, particularly in governance 
structures that allow board members to directly influence de-
cision making. This pattern supports the assumptions of the 
Upper Echelon's Theory (Hambrick and Mason  1984), which 
highlights the impact of top executives' demographic and cog-
nitive characteristics on firm strategy and performance. It also 
reflects the logic of Social Identity Theory (Tajfel and Turner 
1979), which argues that the representation of diverse social 
groups in decision making enhances cohesion and legitimacy, 
especially in one-tier systems, where executive and supervisory 
functions are merged. Consistent with Resource Dependence 
Theory, the integrated one-tier board also enables faster dif-
fusion of stakeholder knowledge and access to heterogeneous 
external networks brought in by gender- and culturally diverse 
directors, turning those external links into concrete strategic 
options.

Empirical evidence further substantiates these theoretical 
assumptions. Abdelkader et  al.  (2024) show that the pres-
ence of women on boards strengthens the alignment between 

ESG strategies and their execution. Similarly, Elamer and 
Boulhaga (2024) highlight that cultural diversity improves ESG 
disclosure quality and stakeholder responsiveness. Other studies 
have linked diversity to greater adaptability, ethical leadership, 
and stronger stakeholder engagement, particularly in more inte-
grated or informal governance settings (Wu and Nguyen 2024; 
Mallidis et al. 2024; Temiz and Acar 2023). Cambrea et al. (2023) 
further find that diversity supports ESG consistency, even in 
firms with evolving or weaker governance systems. These find-
ings suggest that, in one-tier systems, diversity is not merely 
supportive of ESG but represents an effective and independent 
pathway to high performance, thereby enabling more flexible 
and inclusive governance even in the absence of strong ESG 
structures.

6.3   |   Two-Tier Systems: ESG as the Main Driver

In contrast, in firms with a two-tier board structure, strong 
ESG performance appears to be a more consistent driver of high 
firm performance. This is evident in configuration S4, which 
relies solely on governance, and in H5 and H6, where cultural 
diversity is present but always in combination with strong per-
formance in other ESG dimensions. These findings reflect the 
institutional separation of executive and supervisory functions 
typical of two-tier systems, where firms rely more heavily on 
formal control and oversight mechanisms. In this context, ro-
bust ESG strategies serve as the main pathway to improved 
performance, while diversity—particularly cultural diver-
sity—plays a more supporting role. This finding is consistent 
with Contingency Theory, which posits that the effectiveness of 
governance mechanisms depends on the institutional context. 
Consistent with these lines of arguments, Wasiuzzaman and 
Subramaniam (2023) and Aliani et al. (2024) show that ESG has 
a stronger impact in formalized systems with well-defined mon-
itoring processes. Heubeck  (2024) and Slomka-Golebiowska 
et  al.  (2023) add that diversity tends to enhance performance 
only when it is embedded within a robust ESG framework and 
supported by functional coordination mechanisms. These re-
sults suggest that, in two-tier systems, diversity can reinforce 
ESG effectiveness but does not represent a standalone and stable 
pathway to high firm performance.

6.4   |   Cross-System Insights and Equifinality

Across both governance systems, we found that different com-
binations of ESG dimensions and board characteristics can lead 
to comparably high levels of firm performance. This diversity 
of pathways confirms the principle of equifinality-namely, the 
existence of multiple alternative configurations that can yield 
the same outcome (Furnari et al. 2021). For instance, some one-
tier firms achieve strong performance primarily through board 
diversity whereas two-tier firms rely on robust ESG execution 
even in the absence of meaningful diversity representation. 
These findings demonstrate that the effective implementation of 
ESG and diversity strategies requires differentiated approaches 
based on a clear understanding of organizational and insti-
tutional contexts and needs, rather than applying a universal 
one-size-fits-all model (Zhou et al. 2022; Cambrea et al. 2023; 
Wasiuzzaman and Subramaniam 2023; Heubeck 2024).
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7   |   Conclusions

As this study has demonstrated, one size still does not fit 
all when considering ESG implementation and board di-
versities within one-tier and two-tier board structures 
(Cambrea et al. 2023; De Falco et al. 2024; Wasiuzzaman and 
Subramaniam 2023). More specifically, rather than suggesting 
a universal model, our findings highlight the need for con-
textualized strategies that reflect institutional architectures, 
board composition, and the interplay between formal over-
sight and executive decision making. This conclusion opens 
space for a more nuanced reflection on how firms can strate-
gically navigate among governance design, diversity integra-
tion, and ESG priorities to achieve superior performance, as 
shown in this section.

7.1   |   Contributions and Implications

We offer several contributions for researchers, practitioners, 
and policymakers. From a theoretical perspective, this study 
contributes to the understanding of the interaction among 
board structure, ESG, and board diversity, emphasizing that 
these elements operate in conjunction rather than in isola-
tion. We show that board structure moderates how diversity 
and ESG strategies influence firm outcomes, with firm per-
formance being shaped by complex, nonlinear combinations 
of governance and accountability mechanisms. Building on 
Upper Echelons Theory and the Contingency perspective as 
primary lenses, we highlight how board structure shapes the 
translation of diversity into outcomes. Resource Dependence 
Theory and Social Identity Theory further explain how diver-
sity adds resources, legitimacy, and identity dynamics that in-
teract with these structural conditions. This multidimensional 
perspective strengthens the practical relevance of our study, 
offering guidance tailored to institutional design and gover-
nance form. Figure 3 summarizes the configuration pathways 
identified in our analysis, providing the basis for the implica-
tions outlined herein.

From a practical standpoint, the results offer several implications 
providing a contextualized and differentiated strategic founda-
tion for firms to formulate ESG and diversity strategies, enabling 
them to select approaches that best align with their specific board 
structure characteristics. We suggest that firms should design 
ESG and diversity strategies in alignment with their governance 
architecture. For one-tier structures, firms can leverage the direct 
influence of diverse boards by actively involving gender- and cul-
turally diverse directors in ESG decision making. The integration 
of supervisory and executive roles enables proximity that supports 
real-time responsiveness and tighter strategic alignment of ESG 
priorities, consistent with evidence on embedding ESG into corpo-
rate processes (Ifada et al. 2024). In this setting, diversity serves not 
only as stakeholder representation but also as a catalyst for richer 
strategic deliberation, particularly as culturally diverse teams con-
tribute a broader range of perspectives (Mallidis et al. 2024) and 
for more robust ethical reasoning, strengthened by heterogeneous 
value frames (Jouber 2021).

Focusing on two-tier firms, these may maximize performance 
through robust ESG policies and by fostering cultural diversity as 
a source of legitimacy and international connectivity. In line with 
the arguments of Wasiuzzaman and Subramaniam (2023), we rec-
ommend that supervisory boards should be strategically composed 
of members with diverse cultural backgrounds and ESG expertise 
to ensure both credibility and robust monitoring strength. This 
configuration supports long-term value creation and enhances le-
gitimacy in the eyes of external stakeholders, especially in highly 
regulated or international environments. These differentiated im-
plications highlight the necessity for governance-aware ESG strat-
egy. One-tier firms benefit from proximity, agility, and inclusive 
deliberation whereas two-tier firms require formalized oversight 
and structured diversity integration. Tailoring strategies accord-
ingly enables firms to translate diversity and ESG into tangible 
performance outcomes (Fayyaz et al. 2023; Grau and Bel 2022).

Our findings also offer implications for policymakers, who 
can reinforce these differentiated strategies through insti-
tutional support. First, governance codes and regulatory 

FIGURE 3    |    Summary of configuration pathways to high firm's performance.
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frameworks should move beyond generic diversity targets and 
incorporate structural sensitivity. This could manifest as pol-
icies encouraging the formation of formal ESG committees 
in two-tier boards and fostering inclusive debate practices in 
one-tier systems, a direction supported by Wasiuzzaman and 
Subramaniam  (2023) and Aliani et  al.  (2024). Second, trans-
parency requirements should reflect board structure differ-
ences, prompting firms to disclose not only diversity metrics 
but also the processes showing how these diverse perspectives 
are embedded in board functioning, as advocated by Elamer 
and Boulhaga  (2024). Third, training programs for board 
members could emphasize ESG competencies and intercul-
tural collaboration, particularly in supervisory roles. Such 
programs would directly address the competency gaps high-
lighted by Heubeck (2024), thereby strengthening governance 
effectiveness. Finally, incentives such as tax reliefs, public 
procurement advantages, and ESG scoring enhancements 
could create a powerful motivation for firms to strategically 
align governance structure, diversity, and ESG execution in an 
evidence-based way.

7.2   |   Limitations and Future Research Avenues

Like other studies, this study also faces limitations that, in con-
trast, may lay the groundwork for future research. First, we 
primarily relied on secondary data obtained from the Refinitiv 
Eikon database. Although this database is widely recognized 
and frequently used in empirical research, data availability con-
straints limited the measurement of board diversity to only two 
dimensions: gender and cultural diversity. Other board char-
acteristics, such as age composition, educational background, 
and (international) experience, were not included but are highly 
recommended. However, gender diversity and cultural diversity 
are currently among the most prominent and comparable indi-
cators in academic discourse (Aversano et al. 2023). Therefore, 
this limitation does not pose a substantive threat to the validity 
of our findings. Future research could manually collect more 
data on board characteristics from publicly accessible sources 
such as annual reports, official websites of stock exchanges, and 
the BoardEx database (Cambrea et al. 2023), thereby enabling 
the inclusion of more board characteristics in configurational 
analysis. Furthermore, researchers could gather primary data 
through in-depth interviews or questionnaires with board 
members to capture deep-seated characteristics that cannot be 
quantified using publicly available secondary data, such as risk 
preferences and values. This would enrich our understanding 
of the mixed effects of board diversity and ESG performance on 
corporate performance.

Second, this study adopted a cross-sectional design based on 
data from a single year, making it difficult to capture dynamic 
changes in configurations over time. Future research could 
apply longitudinal fsQCA in combination with panel data to 
further investigate whether the configurations leading firms 
to achieve high performance remain stable or evolve over time 
(Beynon et al. 2024). Such an approach would provide compa-
nies with more dynamic and forward-looking strategic guid-
ance. Third, although this study included 554 firms across 21 
EU countries, the regional concentration of the sample lim-
its the generalizability of the findings to a global context. EU 

represents a relatively mature institutional environment with 
well-established ESG frameworks, regulatory mechanisms, and 
standardized board governance practices. In contrast, emerg-
ing economies often differ significantly in terms of institu-
tional environments, cultural norms, and ESG implementation. 
Therefore, future research could expand the geographical scope 
to regions such as Asia or Latin America to further test the ro-
bustness and contextual applicability of the configurations of 
ESG and board diversity in both developed and emerging econ-
omies (Wasiuzzaman and Subramaniam  2023). Cross-context 
research would help systematically assess whether the config-
urations identified in this study remain applicable and explore 
the existence of new configuration pathways shaped by locally 
specific factors, thereby deepening and extending our theoreti-
cal understanding of the alignment between governance models 
and institutional environments.
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