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Abstract
There is an increasing demand for diversity of boards in an effort to enhance their performance in an ever-changing global environment. 
This article examines the diversity of boards in terms of experience in two important Asian economies—India and Singapore. Boards 
in these countries have members with different functional, industry and domain expertise. The findings suggest that a board having 
members with varied experience has a positive impact on financial performance of the company.
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Introduction
As business becomes more complex and competitive, it is 
important for board members to have a variety of skills and 
expertise. This could be functional, industry specific or 
specialised expertise.

Functional

This relates to the major functions in an organisation—
finance, accounting, marketing, operations, human 
resources, etc.

Industry Specific

If a board member has been involved for a long time with 
a specific sector—steel, pharmaceuticals, airlines or any 
industry—he/she is likely to have developed expertise in 
that sector. Directors with specific training would also be 
able to significantly contribute to a particular industry. For 
instance, doctors in health sector, actuaries in insurance 
companies and marine engineers in the shipping industry.

Specialised

Expertise in a dedicated domain such as capital markets, 
intellectual property, mergers and acquisitions are exam-
ples of specialised knowledge. An expert in brand manage-
ment in a fast moving consumer goods (FMCG) company 
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or an authority on research in a bio-tech company can 
prove to be a very useful board member.

Company Profile

Directors from small companies vis-à-vis big multination-
als, a new company versus a well-established company 
from many years, and a private company versus a public 
listed company, government company versus non-govern-
ment company would have different board experiences. A 
start up company may benefit by having boards with entre-
preneurial skills. If a company is planning to go public, it 
may be useful to have few board members who have expe-
rience in public limited company.

Boards could improve the quality of their deliberations 
and decision-making with the right combination of direc-
tors’ expertise profile. Research suggests that cross func-
tional teams solve problems faster and more effectively 
than teams of like-minded people. Members with varied 
experience—functional, industry specific, specialised 
skills—look at problems differently and focus on different 
aspects of issue under consideration. This leads to creative 
problem solving and innovation decision-making.

Fostering Innovation and Creativity
Great ideas come from differences. Differences can be 
created by diversity of directors—demographic (gender, 
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race), multi-disciplinary and cross-functional. Scholars 
and regulators have been advocating board diversity as a 
function of enhanced board effectiveness, thereby improv-
ing corporate success. People from different backgrounds 
and with different life experiences are likely to approach 
similar problems in different ways. Evidence indicates that 
more diverse produces a greater range of perspectives and 
solutions to problems. That is, diverse groups are less 
likely to suffer from ‘groupthink’. Heterogeneous boards 
with dissimilar opinions and approaches foster critical 
thinking and creative problem solving to effect better  
decision-making, allow active monitoring and boost strate-
gic direction, all components essential for corporate 
success.

Cross Functional Boards—Pros and Cons
With increased global competition, companies put in place 
cross functional teams with different backgrounds to solve 
complex problems, innovate new products and services, 
reduce costs and improve quality. Research on decision-
making of teams suggests that teams with functional (occu-
pational) diversity address problems more effectively and 
quicker than homogeneous teams (Bantel & Jackson, 1989; 
Barsade, Ward, Turner & Sonnenfeld, 2000; Jehn & 
Bezrukova, 2004; Pitcher & Smith, 2000). Members from 
diverse educational and experiential backgrounds led to 
better strategic decision-making (Bantel, 1993), and tend 
to outperform groups with members from homogenous 
backgrounds (Milliken & Martins, 1996). A team of engi-
neers will arrive at inferior solutions, and arrive at them 
more slowly, than if the team has a mix of engineers, 
finance professionals, lawyers and industrialist. Siciliano’s 
(1996) study of YMCA organisations revealed higher 
levels of social performance and fund-raising when board 
members exhibited greater occupational diversity. 
Hambrick, Cho and Chen (1996) stated that diversity of top 
management teams in terms of education, functional back-
ground and tenure has a positive effect on firms in terms of 
market share and profits.

Teams with wide range of experiences are being used at 
all levels of the organisation, even boards, as they are 
expected to achieve better results than teams consisting of 
members with similar expertise. Simons and Pelled (1999) 
argued that experience diversity had a negative impact on 
return on investment and overall organisational perform-
ance. This is predominately due to poor communication 
among team members. Communicating effectively with 
teammates who do not share a common technical language 
or perspective is a challenge (Jackson, 1996, pp. 53–75). 
Often the question of status or superiority creates conflict. 
Effective management of diversity in boards is necessary  

to achieve expected performance. Coordination efforts are 
required to increase group cohesiveness and improve flow 
of communication. Higher expenditure is required for these 
initiatives (Treichler, 1995).

Research Objective
The objective of this study is to examine the degree of 
experience diversity in two countries, India and Singapore, 
and determine whether increased experience diversity due 
to enhanced innovation and creativity improves financial 
performance.

Research Method
Six hundred and seventy-seven directors of the top 30 
companies each in India and Singapore were examined. 
These companies are the constituents of their benchmark 
stock market index—the BSE Sensitive Index (Sensex) in 
India and the Strait Times Index (STI) in Singapore. 
Experience diversity of boards was estimated by the 
number of different experiences its members brought to the 
table. Based on the profile of directors as given in the com-
pany’s annual reports and/or websites, the major experi-
ence of each director was considered. Financial performance 
was measured by return on assets (ROA). ROA for India 
was obtained from Prowess and for Singapore it was taken 
from a financial portal (http://www.shareinvestors.com). 
Mean and t-tests were used to examine and compare the 
diversity of India and Singapore. A regression analysis was 
run to establish the relationship between experience diver-
sity and ROA. Mean ROA of companies with different 
degrees of diversity were compared to assess whether 
increasing the range of experiences of boards would be 
useful.

Experience profile of the Boards
The majority of directors in India and Singapore have 
expertise in a specific sector or in the banking and finance 
field. A comparatively small portion of directors have other 
functional experience. Four per cent board members in 
Singapore and 8 per cent in India are civil servants. A tiny 
portion of board members are even from a political back-
ground (Figure 1).

The experiences of directors are classified into four cat-
egories. First, those directly related to business, say marine 
experience of a board member in companies doing marine 
business. Second, experience that is closely associated to 
the company’s business, for instance, investment experi-
ence of a director in a banking company or a board member 
in a company in the resort business who is an architect, is 
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Figure 1. Experience of Boards
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Figure 2. Experience of Different Directors

Source: Developed by the author.
Notes: S = Singapore, I = India.

considered related experience. Third are directors with 
functional experience like accounting, marketing and law. 
The final category consisted of those directors whose expe-
riences were unrelated, having no obvious link to the nature 
of the company’s business.

Overall there appears to be a blend of directors with 
different experiences. On closer examination, it is found 
that 91 per cent of executive directors have experience 
directly aligned with the company business (Figure 2). 
This is predominately because most of them have been 

working in the same industry, in many cases in the same 
company for many years. This is even truer when they are 
the promoters/owners. In Singapore, only about 4 per cent 
of the executive directors have non-related experience, 
whereas in India no executive director has non-related 
experience. Of the total non-executive directors, about  
75 per cent to 80 per cent of them have proficiency allied 
to the company business or functional skills. Only 10–13 
per cent independent directors have expertise directly 
linked with the company business, but another 10 per cent 
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did have related experience. Of the independent directors, 
33 per cent in Singapore and 46 per cent in India have non-
related experience. It is evident that in appointment of 
executive directors, understanding and knowledge of the 
company business is very important. On the other hand 
independent directors with diverse and non-related back-
grounds are selected.

When it comes to selection of foreign directors, their 
experience plays a major role. In India, 71 per cent and  
37 per cent of the international directors in Singapore have 
experience directly related to the business of the company. 
In addition, 40 per cent of the foreign directors in Singapore 
have functional expertise. Local board members with 
experiences not related to the company activities are almost 
double those of international directors (Figure 3). Interest- 
ingly, all foreign CEOs had significant expertise in the 
company’s business.

Degree of Experience Diversity
The descriptive statistics (Table 1) shows that on an  
average boards have directors with 5–7 different types of 
experience with the minimum being 3 and 4, and the 
maximum being 9 and 12 in Singapore and India, respec-
tively. There is not much variation between different boards 
in each country. The mean and median both indicate that 
Indian Boards have more diversity of experience than 
Singapore boards.

A t-test to test the difference of means between the two 
countries gives a two-tailed p-value of 0.0064 (t = 2.8262, 
df = 57, standard error of difference = 0.442, 95 per cent 
confidence interval of this difference: from 0.36 to 2.13) 
reaffirming that the degree of diversity is different in the 
two countries.

Experience Diversity and Performance
A regression analysis finds experience diversity having a 
positive impact on ROA, though not a very significant 
impact (Table 2). This is possibly because there are multi-
ple factors impacting ROA.

The mean ROA of India (10.45) was more than the 
mean ROA of Singapore (7.61), implying that more experi-
ence diversity has a positive effect on ROA.

The companies on top quartile (both countries together) 
in terms of experience diversity gave on average 8.4 per 
cent higher return on assets than those in the bottom 
quartile.

There appears to be a definite and positive impact of 
boards with diverse experience on return on assets.
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Source: Developed by the author.

Table 1. Descriptive Statistics

Number of Experiences India Singapore

Min 4 3

Max 12 9

Mean 6.86 5.552

Median 7 5

Mode 7 5

Variance 3.34 2.399

Standard deviation 1.83 1.549

Kurtosis 0.87 –0.377

Skewness 0.75 0.206

Range 8 6

Number of companies 29 29

Source: Developed by the author.
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Table 2A. Model Summary

Model R R-square
Adjusted  
R-square

Standard Error 
of the Estimate

1 0.842a 0.708 0.698 3.801063

Source: Developed by the author. 
Note: aPredictors: (Constant), PREROA, EXPERIENCE.

Table 2B. ANOVAa

Model
Sum of 
Squares df

Mean 
Square F Sig.

1 Regression 1963.343  2 981.672 67.945 0.000b

Residual  809.093 56  14.448

Total 2772.436 58

Source: Developed by the author.
Note: aDependent variable: CURROA.
 bPredictors: (Constant), PREROA, EXPERIENCE.

Table 2C. Coefficientsa

Model

Unstandardised 
Coefficients

Standardised 
Coefficients

t Sig.B
Standard 

Error Beta

1 (Constant) 1.472 1.835  0.802 0.426

EXPERIENCE 0.192 0.279 0.050  0.689 0.494

PREROA 0.772 0.067 0.836 11.536 0.000

Source: Developed by the author. 
Note: aDependent variable: CURROA.

Conclusion
The boards of India and Singapore have boards with 
members having diverse skills and experiences, though 
India is more diverse than Singapore. Boards are appointing 
executive directors who have an in-depth understanding of 
the company’s business, but diversity of experiences is 
sought after in selection of independent directors. When 
recruiting international directors, companies opt for experts 
in their business. Board members with different functional, 
industrial and domain expertise have a positive effect on 
financial performance of companies. The findings suggest 
that more the degree of experience diversity, the better is the  

performance of organisations. It would thus be advisable  
for company boards to have members with a wide range of 
experiences.
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