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Editorial

Eldon Y. Li 1 2*
Bella Y. Lien?

!National Chung Cheng University, Chiayi, Taiwan
2 California Polytechnic State University, San Luis Obispo, CA
* Corresponding author, eli@calpoly.edu

Reference to this paper should be made as follows: Li, E.Y. & Lien, B.Y.
(2024). Editorial. Journal of Business and Management, 29(2), June, i-iv.

Editorial Objective

JBM is a double-blind refereed journal addressing working or potential business
and management theories or practices and emerging issues of interest to academics
and practitioners. The primary editorial objective of the JBM is to provide a forum for
disseminating theory and research in all areas of business, management, and
organizational decisions. We invite research articles, comprehensive reviews, and case
studies that provide insights into daily business phenomena. Authors of JBM are
always encouraged to offer recommendations to readers exemplifying the
applicability of their research findings.

Farewell and Welcome

As the term of Deanship ended on January 31, 2024, Prof. Dr. She-I Chang
stepped down from the role of Executive Editor of the [BM. On behalf of the entire
Editorial Board, we thank him very much for his service in the past three years during
2021-2023. In his place came in the new Dean, Prof. Dr. Bella Y. Lien who assumed the
role of the Executive Editor. We wholeheartedly welcome her to the [BM Editorial
Board and look forward to working with her in the next three years.

The Thirtieth Anniversary of CCU-MIS Department

This year of 2024 marks the thirtieth anniversary of Department of Information
Management at the National Chung Cheng University (CCU-MIS). Itis a great honor
for the JBM to celebrate this journal issue for the department. The CCU-MIS was
established by Prof. Eldon Y. Li thirty years ago in August 1994. It started with a
graduate school with only Master’s degree students. Today it is fully fledged with the
addition of both Ph.D. and baccalaureate degrees. We thank very much the
department for its support in the editorial service of the JBM and wish it continually
peaceful and prosperous in the coming years.

Research Articles



Li & Lien / Journal of Business and Management, 29(2), June 2024, i-iv

In this issue of JBM, we have included four research articles. First, Bryan S.
Schaffer, Joseph S. Leah, and Gerald A. Schoenfeld co-author the article “Individual
Differences in Workplace Spirituality: Implications for Deep-Level Diversity and
Team Outcomes.” They explore the intersection between concepts related to deep-
level diversity and the growing interest in management spirituality and religion. They
operationalize the construct of workplace spiritual diversity (WSD) along three key
dimensions: inner life, meaningful work, and community. Their work should have
important practical implications for team composition and diversity in organizations.
An enhanced understanding of deep-level diversity and WSD can provide additional
insight for leaders in terms of team building and role assignment. Furthermore, the
addition of the diversity mindset, as a key moderator variable in the theoretical model,
can provide a further understanding of the conditions that would be conducive to an
enhanced understanding of the importance of such group composition.

In the second article, “The Role of Emergence in Leveraging the Value of Board
Director International Experience,” Andre Havrylyshyn explores the relationship
between directors with professional international experience and firm performance
and proposes a theoretical model integrating insights from the predominately OB-
focused emergence literature, with strategy/finance research on corporate governance
and boards of directors (including the critical role of board committees). The model
includes emergence-enabling states for human capital resources (HCR), emergence of
unit-level knowledge, and the role of social capital on HCR emergence (HCRE). Andre
tests the model on a sample of 461 firm-year observations of S&P large-cap U.S.
manufacturing firms between 2010-2014, assessing both short-term and long-term
performance. He finds that professional international experience directors positively
impact firm performance, contingent on the board committee network density, which
is a factor that both enables and reflects the affective emergence-enabling state of
cohesion.

Next, Vo Thi Tam, & Vo Tan Phong present a study, “Corporate Sustainability,
Employee Engagement, Local Community Participation, Investor Commitment, and
The Small and Medium Tourism Business Performance: The Case in Southern
Provinces of Vietnam.” The study examines the impact of the three pillars of corporate
sustainability (COS) and the behaviors of the main stakeholders on the business
performance (PER). The three pillars of COS are economic, social, and environmental
sustainability. Furthermore, the study highlights the mediating role of employee
engagement (ENG), local community participation (COM), and investor commitment
(INV) in the relationship of COS and PER. In this case, small and medium-sized
businesses can effectively improve PER by allocating resources to important COS
factors to strengthen ENG, COM, and INV.

In the fourth study, Sulagna Nandy-Dutta, & Niladri Das present a study on
“Identity and Well-Being: Exploring the Missing Link in Personal Finance Domain.”
The authors collect 168 usable samples from 6900 users on social media in India and
explores whether financial moral identity (FMI) leads to financial well-being (FWB).
They use robust regression and simulation to validate the relationships. The results
show that FMI has significant relationships with subjective FWB (short-term and long-
term of specific; generic) and objective FWB. As well-being leads to various direct
health benefits and prevents mental health issues, the FMI may lead us to fulfill the
ultimate desire of living in a prosperous family, society, or state.

ii
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Individual Differences in Workplace
Spirituality: Implications for Deep-Level
Diversity and Team Outcomes
Bryan S. Schaffer 1*

Joseph S. Leah 2
Gerald A. Schoenfeld 2

1 Western Carolina University, Cullowhee, NC
2 Florida Gulf Coast University, Fort Myers, FL
* Corresponding author, bschaffer@wcu.edu

Abstract

Purpose - This paper explores a new concept that is relevant to the mix of individual
differences inherent in organizational teams: workplace spiritual diversity (WSD).
The purpose of the research is to provide leaders with an additional and unique way
to conceptualize group-level diversity while understanding its potential impact on
important team outcomes.

Method - Conceptualization and theoretical model development are conducted at
the intersection of two previously separate fields. Consistent with prior research, the
WSD  construct is operationalized along three key dimensions: inner life,
meaningful work, and community.

Findings - The newly proposed framework suggests numerous possibilities for
team composition along with WSD. We develop propositions suggesting that, under
the right team conditions, this type of diversity can have positive effects on conflict,
team satisfaction, cohesiveness, performance, and creativity.

Limitation - This study’s conceptual framework offers a pathway for future
research in this area, which is currently somewhat limited. Future work should
examine the effect of WSD on organizational outcomes and the moderating effect of
the diversity mindset.

Implications - This work should have important practical implications for team
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composition and diversity in organizations. An enhanced understanding of deep-
level diversity and WSD can provide additional insight for leaders in terms of team
building and role assignment. Furthermore, the addition of the diversity mindset,
as a key moderator variable in the theoretical model, can provide a further
understanding of the conditions that would be conducive to an enhanced
understanding of the importance of such group composition.

Originality - This conceptual research is the first to explore the intersection
between concepts related to deep-level diversity and the growing interest in
management spirituality and religion.

Keywords: workplace spirituality, teams, diversity, relational demography

Reference to this paper should be made as follows: Schaffer, B.S., Leah, J.S.
& Schoenfeld, G.A. (2024). Individual differences in workplace spirituality:
Implications for deep-level diversity and team outcomes. Journal of Business
and Management, 29(2), June, 1-26. DOI: 10.6347 / JBM.202406_29(2).0001.

Introduction

In today’s competitive, global landscape, organizations increasingly recognize the
advantages of flexible, team-based structures where individuals contribute to collective
performance through diverse attributes. Scholars and practitioners alike have advanced
their understanding of team dynamics about group composition, process, conflict, and
performance (Ayub & Jehn, 2014; Mohammed & Angell, 2004; Zhu et al., 2021). An area
of study that has received much attention in recent years is diversity and its potential
impact on various aspects of team functioning. The information and decision-making
perspective of diversity suggests that “differences within a group’s composition should
be positively related to group performance as a result of a greater variability in skills,
abilities and perspectives” (Khan et al., 2010, p. 290). These differences linked to
functional performance go beyond the more immediate and salient attributes of surface-
level aspects of diversity, such as race, age, gender, and ethnicity, to include deep-level
aspects of diversity, such as values, personality, cognitive styles, and experience. Overall,
research suggests that deep-level versus surface-level aspects of diversity show stronger
correlations with employees’ behaviors, attitudes, and performance (Casper et al., 2013;
Harrison et al., 2002; Kim & Gelfand, 2003).

A growing area of interest in management and organizational behavior is
workplace spirituality (WS) and its relationship to potential team performance (Jena,
2021). Leaders have recognized the need to encourage cultures that promote a sense of
community, intrinsic satisfaction, personal identity, and inclusivity. Such cultures would

2
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embrace WS, and, in terms of diversity, the organization would benefit from an enhanced
understanding of employees’ levels of variation across this construct. Researchers have
recognized the need to continue investigating the role of, and the benefits of, individual
differences in workplace environments that foster adaptability, innovativeness, and
change (e.g., Story & Barbuto, 2011; van Knippenberg & Schippers, 2007). Furthermore,
it seems useful to identify additional personal attributes that can help expand the range
of variables used to conceptualize deeper-level diversity (Bell, 2007, Mohammed &
Angell, 2004). Our paper addresses such needs by providing a framework for better
understanding WS as an important component of deep-level diversity. Past research has
not considered workplace spirituality in this fashion. In this paper, we develop the
workplace spiritual diversity (WSD) construct using the dimensions of inner life,
meaningful work, and community (Ashmos & Duchon, 2000). In proposing our model of
WSD, we hope to add more insight into how employees and team members may differ
across spirituality and facilitate a better understanding of WSD’s importance for team
dynamics and performance. This aspect of deep-level diversity should provide useful
information to organizational leaders who strive to manage diversity through teamwork
effectively and appreciate the important linkages between diversity and potential
competitive advantage (Aguinis et al., 2013).

In the following sections, we define and highlight the importance of workplace
spirituality (WS) and justify its inclusion in a broader understanding of deep-level
diversity. We then explain how this concept is important for an enhanced understanding
of team diversity. A model of WSD is then presented with corresponding propositions
identifying the conditions under which WSD should have favorable impacts on conflict,
team satisfaction, cohesiveness, performance, and creativity. In this framework, we
introduce an important concept, the diversity mindset. This moderator variable is
considered a vital contextual factor that helps identify those conditions where WSD will
have the strongest proposed impacts on the outcome variables. Both practical and
theoretical implications are offered, followed by suggestions for future research.

What is Workplace Spirituality, and Why is it Important?

There is ample evidence for the emerging importance of workplace spirituality in
organizations. In recent years, this construct has received a great deal of attention in the
academic literature and change initiatives focusing on values-based leadership (see
Benefiel et al., 2014; Marques et al., 2006; Oh & Wang, 2020). WS differs from faith-based
institutional membership, whereby people feel obligatory loyalty to a defined group. The
concept seems to be more about the positive personal connections people make to their
identity, the workplace environment, and the nature of the job itself (Hicks, 2003).

Mitroff and Denton (1999) define spirituality in the workplace as "the basic feeling
of being connected with one's complete self, others, and the entire universe. . ." (p.83).
This framing similarly offers a clear distinction between spirituality and religion in a
workplace context. For example, results from interview analyses suggest that while

3
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religion tends to be organized, affiliation-based, and communal, WS is focused more on
the individual and tends to be highly personal. This individual emphasis around WS is
consistent with our premise that this construct should be an important variable to include
in the broad conceptualization of deep-level diversity. Furthermore, WS is related to
one’s vocation, whereby employees feel a sense of calling through work and feel the need
for affiliation and social connectedness through their organizations (Benefiel et al., 2014).

Rhodes (2006) has suggested that specific organizational attributes are central to an
informed understanding of WS. For example, the organization’s culture should contain
elements consistent with values associated with sustainability, giving back to society, and
work centered both within and outside the organization. Additionally, employees at all
levels of the organization are encouraged to develop innovative and creative approaches
as normal practice in their daily routines. The culture should foster the sharing of ideas
and create safe zones that allow people to be rewarded for trying and failing. WS is also
about inclusivity, or recognizing the value of all employees, with foci on ethical principles
and the development of people’s unique skill sets in their vocations (Rhodes, 2006).
Together, such effects create workplace environments where people can express their
identities through both personal and organizational values.

Others have expressed WS as a way of recognizing that organizational members
have strong identities that are tied to the social context of important and significant work
(see Javanmard, 2012; Salem et al., 2022). Therefore, it seems that leaders should take an
interest in setting up workplace conditions that capture the advantages associated with
humanistic environments that allow people to achieve performance through creative
expression and fulfillment. Organizational cultures that embrace WS position
interactional justice and respect as central tenets offer opportunities for team building
and thinking proactively about work design (Brown, 2003; Daniel, 2010). Key outcomes
linked to WS include trust, creativity, and processes tied to team effectiveness
(Krishnakumar & Neck, 2002). When such elements are present in team environments,
there is a higher likelihood of more effective team processes through more functional
conflict, healthier progression through stages of development, and better performance
(Rezvani et al., 2019).

Because of the potential importance of WS in organizations, it is useful to define
the construct across its key dimensions. Consistent with prior research that categorized
and operationalized WS, we developed a framework based on three important aspects:
inner life, meaningful work, and community. Ashmos and Duchon (2000) used these
dimensions to develop measures for WS with the hope that researchers would begin to
develop a better understanding of this important organizational phenomenon. Clarifying
the definition of WS using these key components has proved useful for researchers who
have continued work in this area (Benefiel et al., 2014; Duchon & Plowman, 2005). Ahmed
et al. (2019) found that meaningful work and community each positively influenced
helping behaviors within the organization. Lemoine et al. (2019) examined inner life,
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meaning, and community in their review of servant leadership, recognizing these
attributes as key bases for WS. Similarly, Williams et al. (2017) identified this framework
(inner life, meaningful work, and community) as a valid foundation for empirically
examining the relationship between servant leadership and creativity. They found
support for this link by positioning WS as a mediator. Other research in the healthcare
industry has found support for this dimensionalization of WS. For example, Iyer and
Deshmukh (2018) found that WS moderates the relationship between role ambiguity and
job satisfaction among a sample of nurses from India. While a full review of the WS
literature is beyond the scope of this paper, these examples provide evidence for the
appropriate framing of the construct around inner life, meaningful work, and community.

Dimensions of Workplace Spirituality

Inner Life

This dimension of WS is related to employees’ spiritual needs, which are separate
from cognitive, physical, and emotional motivators (Albuquerque et al., 2014; Rupa &
Pallavi, 2020). Ashmos and Duchon approach WS regarding an individual’s hopefulness,
awareness of values, and concern for spirituality. They describe it as the “opportunity at
work to express many aspects of one’s being” (Ashmos & Duchon, 2000: 2). Related to
this perspective is the idea of bringing one’s whole self to work within an environment
of flourishing interconnectedness (Laszlo et al., 2014). Adler and Delbecq even explored
this idea through the lens of creative expression and reflection on beauty as part of inner
life in an organizational context (Adler & Delbecq, 2018). Laszlo et al. (2020) suggest that
the more individuals bring their “flourishing selves” to work, the more an organization
will benefit.

As we explore WS as part of WSD, the component of inner life refers to
organizational members” ability to express themselves and value their contributions via
the teams they are a part of. For example, in conceptualizing and framing one’s job role,
emphases may be applied to team member relationships and the team's positioning in
the organizational context. Importantly, self-concept operates as a spiritual dimension of
identity, allowing people to express this identity within the organizational context
(Williams et al., 2017). There is also evidence that such identity processes may be stronger
for the affiliations to the unit or team where everyday interaction is experienced, as
opposed to the larger organization (Fry, 2003; Javanmard, 2012).

In terms of team-related processes, needs related to inner life are linked to
members’ affiliations with their social units within the organization. In this space, we
transition our focus from WS to WSD and shift from the dimension of inner life to that of
community. This is consistent with social identity theory, whereby individuals seek to
establish and develop salient cues in their environment to form common attraction and
an understanding of their placement and standing in the social context. Those who

5
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identify with their work groups develop a self-concept that aligns with a principle of
spiritual leadership through team membership (see Duchon & Plowman, 2005; Fry, 2003).

Meaningful Work

The dimension of meaningful work refers to the extent to which organizational
members fulfill essential life needs through the work they do on a daily basis. This
component of WS is related to motivational theories that focus on job content and
employee needs (Duchon & Plowman, 2005). Work structures that emphasize empathy,
respect, and caring will naturally lead to feelings of positivity and experienced
effectiveness, enhancing spirituality in the workplace (Javanmard, 2012). In designing
employee jobs, organizational leaders should recognize the mechanisms through which
specific task components inspire top performers. Meaningful work, in this sense, is often
characterized by clear feedback, task significance, variety, empowerment, and
responsibility (Hackman & Oldham, 1980). In identifying these inspirational job
components, leaders provide clearer direction for employees and more enjoyment and
commitment (Wrzesniewski, 2003).

Job design components are thus essentially tied to employee’s needs. Work
characterized by enrichment and satisfaction (as described above) provides key need-
fulfillment mechanisms. Such drivers may be related to achievement, autonomy, a sense
of social fit, esteem, and even self-actualization (see Maslow, 1954; McClelland, 1985). As
needs become realized through meaningful work, employees can merge work with life,
establish consistency between the two, and enhance a healthier level of WS. Importantly,
this dimension addresses a sense of meaning that extends beyond the basic principles of
job design. “Workplace spirituality is about employees who understand themselves as
spiritual beings whose souls need nourishment at work. It is about experiencing a sense
of purpose and meaning in their work beyond the kind of meaning found, for example,
in the job design literature, which emphasizes finding meaning in the performance of
tasks” (Ashmos & Duchon, 2000, p. 135). One’s work and occupation are seen as a calling
that reflects a sense of meaning and overall purpose, propelled by individual and
prosocial sources of motivation (Duffy et al., 2018).

In summary, this dimension of spirituality brings a higher-level quest for meaning
to the workplace, which ties into an employee’s total immersion in the organization.
Without meaning comes detachment and disengagement, which can be dysfunctional for
team and organizational outcomes.

Community
The dimension of community in WS is based on the fundamental idea that our
humanity rests in our interconnectedness with other human beings throughout our lives.

Gergen (2011) suggests that we are relational beings in all aspects of our lives. In an
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organizational context, this emerges as a form of co-creation that expresses itself through
community and connection at various levels. While inner life brings our complete selves
to work, the community is about affiliation through reciprocal interdependence, common
purpose, and synergy (Ashmos & Duchon, 2000). It is more likely to address the question,
‘How does my organizational community offer interconnection and relationships that
help everyone to flourish’?

The focus on this aspect of WS involves an appreciation for the power of teamwork
and co-creation in helping to successfully live the values of an organization and engage
in meaningful relationships with all stakeholders. Through cohesiveness, respect, and
reliable team processes, the workplace culture reflects a social environment where vision
and mission are shared, members rely on one another, and mutual accountability is as
important as individual performance. In essence, “The unity for a common purpose (in
one’s team) brings a spirit of solidarity” (Javenmard, 2012, p. 1963). Boyatzis et al. (2020)
explore this concept as the relational energy in an organization and describe it as a force
that generates vitality, hope, and a positive willingness to act that derives from high-
quality relationships.

Williams et al. (2017) discuss community as synonymous with a process whereby
members’ connections to others in the workplace provide spiritual sustainment. This type
of spirituality, rooted in everyday work relationships, has become an important aspect of
fulfillment (Conger, 1994). With the emergence of teams in present-day organizations, it
makes sense for organizations to take stock of this dimension and provide avenues for
employees to participate in socially designed, interdependent work. Furthermore, to the
extent that the modern organization has become somewhat depersonalized, Vaill (1998)
suggests that the community can bring back the fellowship aspect of work. Teamwork and
shared vision connect members and give members a stronger sense of belongingness
through community (Albuquerque et al., 2014; Ashmos & Duchon, 2000).

Workplace Spirituality as a Part of Deep-Level Diversity

The preceding section highlights the importance of WS and its three core
dimensions. Prior research has examined the impact of these dimensions on important
work outcomes. For example, Chawla and Guda (2010) found that sales professionals’
workplace spirituality was positively related to job satisfaction and commitment and
negatively related to turnover intentions. In another study of banking employees, there
was considerable support for these dimensions of WS and their relationship to different
components of organizational citizenship behaviors (Belwalkar et al., 2018). Albuquerque
et al. (2014) found support for positioning the three dimensions of WS as antecedent
variables to both objective and perceived organizational performance in a healthcare
setting.

In light of such evidence linking WS to various aspects of organizational behavior
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and performance, examining this construct as an important component of deep-level
diversity in teams and other social units seems fruitful. Spickermann et al. (2014) have
suggested that various attributes or variables must be considered to appreciate and
understand the complexity of organizational and group composition. Research on
individual differences has focused on surface- and deep-level aspects of diversity. Surface-
level characteristics are primarily operationalized through demographic variables (age,
race/ethnicity, gender, etc.), while deep-level characteristics are commonly defined
through variables such as values, beliefs, and personality. Past work on deep-level
diversity has produced mixed results. Studies using theoretical frameworks consistent
with social categorization theory and the similarity-attraction paradigm often find
detrimental outcomes linked to deep-level diversity. For example, this research has
shown how differences in values and personality can lead to lower levels of team
satisfaction and performance and higher levels of turnover and conflict (see Chou et al.,
2008; Cunningham & Sagas, 2004; Jansen & Searle, 2021). However, results from this
research are not always consistent. Liang et al. (2015) found mixed results when testing
the general hypothesis that positioned both surface-level and deep-level diversity as
antecedents to lower levels of helping behavior in teams. They note, “It appears that not
all types of team diversity influence team outcomes in the same way. The widely accepted
similarity-attraction perspective may thus be too broad and too general to explain the
effects of team diversity on team processes and outcomes” (p. 48).

Under the right conditions, many have argued that team diversity yields mostly
positive (or functional) outcomes, unlike dysfunctional outcomes (see Schaffer, 2019).
Such thinking aligns with the value-in-diversity hypothesis, which purports the
numerous benefits of heterogeneity in teams and other social units (Bazarova et al., 2012;
Schaffer, 2019). This hypothesis focuses on the advantages of diversity gained through
improved decision-making and communication, whereby members of diverse teams
would be better situated to bring in a more complex and complete range of information
and experience (Williams & O’Reilly, 1998; Zenger & Lawrence, 1989).

Especially for deep-level characteristics, this heterogeneity has the strong
potential to offer teams a facilitative process that enhances group development, promotes
the creation of positive norms, and supports improved performance (Ely & Thomas, 2001;
van Knippenberg et al., 2007). For example, Kristof-Brown et al. (2005) found that
members felt higher levels of affiliation with their team when they perceived dissimilarity
in personality, namely extraversion. This finding is counter to the common notion of
similarity-attraction. It suggests diversity itself offers opportunities for ‘complementary
fit'’, where an individual’s attributes complete the social environment by offsetting
observed gaps or shortcomings (Kristof-Brown et al., 2005; Muchinsky & Monahan, 1987).
As team members understand the basis of their differences, they begin to appreciate the
idea of complementary fit and recognize how key differences can provide important
puzzle pieces for the complete solution.
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Essential to this understanding is the recognition that deep-level diversity consists
of many possible variables. Triana et al. (2021) suggested that not all forms of deep-level
diversity are the same and that future research should examine other attributes and
characteristics that are potentially related to important team outcomes. In fact, scholars
have recognized that some studies operationaliZing deep-level diversity appear to select
these variables arbitrarily. As Harrison et al. (1998) note, “One of the problems inherent
in the selection of which deep-level differences to study is that there are literally dozens
of conceivably important work-related values, cultural values, and work-related
attributes to pick from” (p. 104). They go on to note, however, that the appropriateness
of such variables in each study is linked to particular situations, contexts, or cultures. For
example, in an organization focusing on innovation and change, one’s level of tolerance
for ambiguity might be an important aspect of diversity. Values consistent with patience
and empathy might be most important in a culture focused on personal relationships.
Organizations focusing on employee retention may be especially concerned about
differences in commitment or procedural justice attitudes. Whatever the case, “the crucial
point is that the relevant deep-level variables in any situation are those that bear directly
on the fundamental purposes of the organization” (Harrison et al., 1998: p. 105). This
recognition of relevancy in selecting deep-level individual differences is consistent with
the notion of person-organization fit and how such fit yields positive outcomes for both
the organization and the employee (Kilroy et al., 2017; Kristof-Brown et al., 2005).

As others have noted, “spirituality should be considered a resource to be placed
alongside other aspects of human diversity” (Miller & Ewest, 2015, p. 322). Including
WSD in conceptualizing and operationalizing diversity frameworks seems fruitful and
should help further such objectives. It should be noted that our efforts to expand the
scope of deep-level diversity by introducing a new construct are consistent with other
research efforts. For example, Organ and O’Flaherty (2016) examined individual
differences in “intuitive decision style” as a component of deep-level diversity. Similarly,
Gebert et al. (2014) discuss religious identity diversity and recognize different forms of
this construct in an attempt to distinguish it from other types of deep-level characteristics.
The challenge for management lies in understanding the potential benefits of employee
diversity and which aspects of deep-level diversity seem most applicable to the current
context. As organizational leaders continue to learn more about the benefits of WS, it
seems appropriate to examine WSD as a relevant construct to be included in our
understating of deep-level diversity.

A Model of Workplace Spiritual Diversity

As team members differ in their levels of WS, the aforementioned dimensions
allow us to examine such differences with more sophistication and understanding. To
understand the nature of WSD, we can consider situations where someone may contain
high to low levels across inner life, meaningful work, and community. In this respect, an
individual claiming to have high WS may or may not experience fulfillment across all
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three dimensions. Alternatively, people may consider themselves sufficient in all three
areas yet may emphasize one area for identity purposes and their own personal guidance
in the workplace. A breakdown of the dimensions and a description of the resulting
possibilities for team composition provide more bases for these considerations. We
suggest that lower and higher levels of each of the dimensions (inner life, meaningful
work, and community) would yield a rich panoply of different possible WSD
combinations. Some of these potential combinations are described below.

Some team members may find spirituality primarily through the dimension of
inner life, focusing on self-concept around team membership and affiliation. They place
value on the idea of bringing their whole selves to work, making connections between
their work and life domains, and blending the personal identities from both areas.
Spirituality at work is often framed concerning the team, and these values are readily
shared with members. When team members find WS through meaningful work,
occupations, and jobs, it becomes their purpose in life. They feel inspired by what they
do and can be exceptional teammates when that enthusiasm bleeds over to the rest of the
team. Organizational leaders should be aware of the types of intrinsic rewards that
motivate and encourage this type of spirituality to ensure sustained commitment and
performance. Alternatively, some team members may attain spirituality through the
community dimension and appreciate the connections and relationships that lead to both
team and organizational success. They derive spirituality from the relational energy in
an organization, which yields a sense of unity and common purpose. Focusing on the
‘fellowship” aspect of teamwork, functional processes associated with working together
become paramount to the team’s success. Communication with other team members
often focuses on relationships, mutual accountability, and collective goals.

For members who find spirituality through both inner life and meaningful work,
self-concept and identity are linked to this spirituality through their own work
experiences. Job involvement, which refers to the level of psychological and emotional
participation someone puts into their work, is a major source of this identity and drives
feelings of spirituality (see Lodahl & Kejnar, 1965). Regarding team membership, pride
in one’s affiliation is rooted in the meaningful work one does that adds to the team’s
success and viability. For team members focusing on inner life and community,
spirituality comes from self-concept and identity based on connections to others.
Cohesiveness is based on both interpersonal attraction and shared commitment to team
goals and objectives (Zacarro, 1991). The value associated with team affiliation is more
focused on relationship dynamics within the group versus meaningful work (although
both may be important).

In certain cases, team members might find WS through shared work experiences.
These individuals place a strong value on the meaningful work they do in their teams
and how that work brings people together in a unified (communal) way. While members
glean spirituality from their day-to-day tasks, they are equally inspired by the comradery

10



Schaffer, Leah, & Schoenfeld / Journal of Business and Management, 29(2), June 2024, 1-26

resulting from the shared work. Members appreciate and value observed and recognized
associations between functional team processes and their effect on performance. It is also
possible that team members may derive spirituality, in relatively equal amounts, from
each of the dimensions of inner life, meaningful work, and community. These members
find inspiration from their connection to their teams, the sense of fellowship at work, and
through the job itself. Such individuals are likely to have a broad understanding of others’
needs and can relate to individuals in various ways. They are flexible in their outlook and
can derive value in the workplace from many sources.

Finally, we recognize that some team members may be characterized by minimal
spirituality because they are not strongly inspired by any of the dimensions of inner life,
meaningful work, or community. Individuals in this category are not necessarily poor
performers or bad teammates; they perhaps develop commitment and motivation from
other sources. These sources might include monetary incentives, individual recognition,
or career advancement opportunities. Spirituality itself is simply not part of the equation.
Team leaders should recognize that these individuals may not be as responsive to
initiatives specifically focused on outcomes that are typically linked to the benefits of WS.
Given the array of differences possible with WSD, this aspect of deep-level diversity has
the potential to impact important team outcomes. Our proposed WSD model is presented
in Figure 1.

Diversity
Mindset
Fia Task Conflict
L Relationship Conflict
Workplace -
Spiritual . -
Diversity . Cohesiveness
WS5sD - -
[ ) - Team Satisfaction
i Team Creativity

Figure 1: A Conceptual Model of Workplace Spiritual Diversity (WSD) and Team
Outcomes

Conceptually, the constructs within this model should be examined at the individual
level. For example, employee perceptions of their own levels of inner life, meaning, and
community would be interesting. This would also apply to their related perceptions of
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similarity or dissimilarity across such dimensions. Similarly, when talking about team
climate, which we will explore as the ‘diversity mindset’, it is employees” perceptions of
these concepts that are of interest. This is consistent with how other diversity and
relational demography studies have operationalized key variables of interest (see
Golderg et al., 2010; Sammarra et al., 2021).

Nevertheless, the focal points of analysis are around team and inter-team dynamics. As
such, future research employing this model may involve some inherent multi-level
complexities and variability.

Our model highlights WS as an important part of deep-level diversity and
positions WSD as an important component of team composition. Specifically, we propose
that WSD, under the right conditions, can lead to positive team outcomes. These
outcomes include functional conflict, cohesiveness, team satisfaction, and creativity.
Given some mixed results with prior research focusing on the outcomes of deep-level
diversity, it is useful to examine potential moderators or contextual variables that would
help clarify those conditions where WSD might yield beneficial outcomes for teams. Our
primary contextual variable in the model is the diversity mindset. The sections below
discuss this concept and explain how its inclusion in the model helps to develop
propositions consistent with the idea that WSD has the strong potential to impact the
dependent variables favorably.

The Importance of the Diversity Mindset

The diversity mindset suggests that employees in today’s dynamic and global
business environments begin to realize and appreciate the value of working in
heterogeneous teams (van Knippenberg & Schippers, 2007). Especially when
organizational leaders support such perspectives, the guiding principle within teams is
consistent with the idea that diversity itself is essential for accomplishing team goals (see
Adesokan et al., 2011). In essence, “diversity mindsets favoring diversity are expected to
prevent intergroup bias and stimulate the integration of diverse information, viewpoints,
and perspectives. As the (this) mindset continues to proliferate, initial perceived
dissimilarity in teams will increasingly come to be viewed as an opportunity, not a threat”
(Schaffer, 2019, p.61; van Knippenberg & Schippers, 2007, p.531; see also Ely & Thomas,
2001). Organizational leaders can promote cultures that embody the diversity mindset by
focusing on themes consistent with empathy, open-mindedness, and inclusive
communication (Bong-Peer, 2021). The goal of such efforts would be to foster work
environments where team members can flourish together in conjunction with greater
diversity.

The diversity mindset is a relatively newer term, so there is not a wealth of
empirical evidence for its role as a moderator variable in team diversity settings.
However, the existing literature is encouraging. For example, van Knippenberg et al.
(2013) positioned this variable as a moderator of the diversity-performance relationship.
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They found support for the positive role of the diversity mindset. Schaffer (2019) suggests
that, in work teams, diversity and perceptions of dissimilarity can lead to attraction and
favorable group processes when the diversity mindset is predominant among members.
Mayo et al. (2017) examined team information processing. They concluded that when
teams fail, the presence of the diversity mindset can help reduce intergroup bias, allowing
for more information elaboration and learning from the failure. Van Knippenberg and
Van Ginkel (2022) showed a connection between team leadership and both inclusion and
synergy when that leadership approach contained elements related to the diversity
mindset. In sum, there appears to be sufficient evidence for research on teams and
diversity to include frameworks that position the diversity mindset as an important
contextual variable.

In our current framework, the main components of the diversity mindset provide
explanatory processes for how the dependent variables are impacted. These components
include accuracy and sharedness (van Knippenberg et al., 2013). Accuracy refers to the
degree to which team activities (including goal pursuit) incorporate a general
understanding of diversity as a valuable informational resource. Sharedness simply
refers to overall similarity in team members’ perspectives as they relate to diversity.
When accuracy and sharedness are present, the diversity mindset has a strong potential
to impact team performance favorably. Such performance can include a broad array of
outcomes, including withdrawal behavior, team satisfaction, conflict management, and
cohesiveness (Lee et al., 2011).

Other research has examined similar moderator variables in teams that can foster
favorable perceptions of team heterogeneity. For example, a team-inclusive climate can
boost the positive aspects of deep-level diversity and create conditions where members
appreciate the opportunity to share ideas and promote creativity (see Ali et al., 2018;
Guillaume et al., 2017).

Conflict can be an important component of team dynamics. As teams work toward
goals, they may face both relationship-based and task-based conflicts. Task-based conflict
is related to potential disagreements about the team's goals and how the work should be
accomplished. Many studies have supported the idea that such forms of conflict are
important for a team’s potential to examine and recognize each member’s ideas and
perspectives (e.g., Downes et al., 2021). The presence of a diversity mindset should help
create conditions within a team whereby members feel encouraged to engage in this
productive type of conflict. For example, this mindset should encourage team members
to see diversity as an informational resource, whereby key differences and perspectives
garner value through task-based conflict. This is consistent with regulatory focus theory,
where teams emphasize promotion goals (versus prevention goals) as an important part
of the diversity mindset (van Knippenberg et al., 2013). Here, the team promotes engaged,
collaborative discussion with participation from all members.
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Recognized diversity across WS, for example, might indicate key opportunities for
team members to express differences in how the team should accomplish its objectives.
Some members may identify opportunities to achieve performance in terms of fulfillment
experienced through working together (community). In contrast, others may be driven
by their work's meaning and sense of purpose. Our model suggests that these differences
in WS, collectively, add to productive conflict.

Proposition 1a: The degree of WSD in a team will positively affect task-based conflict when the
climate is characterized by a diversity mindset.

Relationship-based conflict is often rooted in differences associated with values
and personalities. It may also be directly related to the types of differences associated
with WSD. In general, this type of conflict has the potential to hinder a team’s level of
performance (Lau & Cobb, 2010). This is because deeply rooted differences among people
that are not based on the goals or tasks of the team will have the potential to detract from
(not contribute to) reciprocal knowledge sharing and productive working relationships.
In our model, we suggest that team climates promoting the diversity mindset will
mitigate levels of potential relationship conflict as members recognize the value of
diversity and the importance of working together.

In fact, regulatory focus theory (mentioned above) can also foster promotion goals
that reduce the negative relational types of conflict that could exist with dissimilarity.
The team begins to promote and favor the recognition of diversity across both surface-
level and deep-level attributes. In this sense, relationship conflict is somewhat normative,
representing an expectation that goes along with diversity and thus should not detract
from the team’s potential.

Proposition 1b: The degree of WSD in a team will not affect perceptions of relationship-based
conflict when the climate is characterized by the diversity mindset.

Team cohesiveness can be defined as the social connectedness of members of a team
and the degree to which they are committed to maintaining team membership (Harrison
et al., 1998; Mullen & Copper, 1994; Trinh, 2016). A potential source of uncertainty within
a team is diversity due to perceptions of reduced commonality and identification (Hogg,
2010). Ironically, the diversity mindset offers conditions where team homogeneity, as
opposed to diversity, can result in more skepticism about potential team viability and
sustainability (Schaffer, 2019; van Knippenberg & Schippers, 2007). This mindset offers
strong uncertainty reduction mechanisms when diversity is present, whereby the
differences among team members enhance felt affiliations among members, increasing
perceived cohesiveness.

This is akin to Gaertner and Dovidio’s (2000) Common Ingroup Identity Model,
which suggests cohesiveness based on team affiliation and membership, as opposed to
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similarities or differences across diversity-based characteristics. Under the diversity
mindset, perceptions of WSD might represent cues for commonality in the sense that
there is a shared appreciation of people’s unique differences, resulting in higher
cohesiveness. In addition, having a sharedness of this mindset within a team should be
conducive to better coordination, team process, and bonding.

Proposition 2: The degree of WSD in a team will positively affect perceptions of cohesiveness when
the climate is characterized by a diversity mindset.

Team satisfaction is a global term that represents the overall extent to which team
members are satisfied with the team and the team’s outcomes (Standifer et al., 2015).
Similar to job satisfaction, there may be multiple facets of team satisfaction, including the
relationships with other members, the assigned team roles, task interdependencies, team
goals, and team leadership. Effective leadership and diversity management can create
team climates that support more favorable perceptions and attitudes. As team members
recognize that others on the team expect and appreciate diversity mindset-based actions
(awareness of ‘sharedness’), they realize that they can safely voice their perspectives
while welcoming others” views. This psychological safety has favorably impacted many
team outcomes, including satisfaction (Edmondson, 1999; Gerlach & Gochel, 2022). With
WSD present in a team, there may be opportunities to create conditions for team members
to experience higher perceptions of fit among the team, even though members are
dissimilar across a key deep-level characteristic (McKay et al., 2007). Again, this fit may
be based on values consistent with cosmopolitan beliefs and the diversity mindset,
creating a context where team members better understand the necessity of group
heterogeneity (Westjohn et al., 2009). Along with this understanding, team members
develop more positive attitudes about various aspects of the team.

Proposition 3: The degree of WSD in a team will positively affect perceptions of team satisfaction
when the climate is characterized by a diversity mindset.

Finally, team creativity may be enhanced in the presence of workplace spiritual
diversity. Even with the absence of a diversity mindset, there is evidence from prior
research that deep-level differences can lead to processes associated with creativity and
idea generation (Harrison et al., 1998). In a sense, team members recognize that to
recognize key challenges in their environment and develop creative solutions, it is
necessary to interact with people who can bring in original perspectives based on
differences. These ideas align with the information and decision-making perspective of
diversity (Pichler, 2012; Williams & O’Reilly, 1998). Members who differ across key
dimensions of WS may have the added capacity to appreciate individuals’ various
sources of inspiration and motivation. This could also be related to how they develop
ideas and potential solutions. Other research has shown that deep-level diversity in teams
can have positive effects due to its informational benefits, thus promoting higher levels
of creativity and innovation (see Wang et al., 2019). The diversity mindset can help team
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members integrate diverse information and viewpoints (van Knippenberg & Schippers,
2007), strengthening this potential relationship between WSD and team creativity.
Specifically, this mindset should promote exploration goals, focusing on innovation and
learning, and over-exploitation goals that typically stress productive capacities (March
1991; van Knippenberg et al., 2013). As members differ in WS, they begin to learn about
people’s various sources of workplace inspiration, and this learning can encourage the
exploration of novel and unique approaches.

Proposition 4: The degree of WSD in a team will positively affect perceptions of creativity
(identifying problems and generating solutions), and this relationship will be
amplified when the climate is characterized by a diverse mindset.

Discussion

This paper contributes to the body of research on workplace teams by expanding
our understanding of individual differences and including a new WSD framework in the
discussion. This is in line with other research that has recognized the need for such work.
For example, Schaeffer and Mattis (2012) note that “attending in critical ways to matters
of diversity would compel us to think about religiosity and spirituality as landscapes of
diversity” (p. 320). Others have positioned deep-level diversity as an important
antecedent variable to organizational outcomes. Such outcomes include team
commitment, workgroup identification, and cohesiveness (Goldberg et al., 2010; Kristof-
Brown et al., 2005). In studying group creativity, Harvey (2013) recognized that a
limitation in the analyses was using task perspectives as a somewhat narrow
operationalization of diversity. Other dimensions, such as functional and educational
background, can more effectively delineate this construct (Harvey, 2013; Mannix & Neale,
2005). Casper et al. (2013) looked at diversity and its importance in the recruitment
function of HR, recognizing the need to continue identifying important individual
difference variables (particularly deep-level attributes). In looking at relationship
conflicts and team members’ affective reactions, Tekleab and Quigley (2014) also called
for future research to examine other types of deep-level diversity more fully. Our paper
adheres to these recommendations, and we hope that our development of WSD can
provide organizational leaders and team members with useful information related to
team-level motivation, performance, and process dynamics.

What does this mean in terms of potential implications for team composition?
Future research could investigate important issues related to the different types. For
example, in some teams, it may be more desirable to have member heterogeneity across
each dimension of WS. In doing so, the collective team may appreciate the separately
unique contributions of favorably perceived identities, opportunities aligned with
meaningful work, and felt affiliations with workplace peers. Alternatively, some teams
may have goals that are consistent with very strong norms or values that align with
perhaps one of the dimensions of WSD. For example, suppose a team’s mission was
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strongly aligned with providing its members with excellent person-job fit. Employees
who find WS primarily through meaningful work may thrive in such environments. A
team may also have values that focus on its common purpose and the unique ways that
members rely on each other to achieve common goals. In this case, the community
dimension might serve as the salient source of WS.

Such considerations can serve as an anchor for additional research and are directly
related to competing notions of diffusion and intensity as they relate to the WSD
dimensions. Variability in this type of diversity may be related to certain team member
character competencies. Peterson and Seligman (2004) applied a similar approach to
identifying distinct character strengths for each Big Five personality dimension. For
instance, in our model, team members who strongly focus on the community may excel
in relationship-building and gatekeeping functions for the team. Alternatively, those who
emphasize identity may excel at managing competing stressors around work and family
domains. In each of these instances, the member’s orientation toward WSD carries
intensity around one primary dimension of WS. Further, some team members may have
dual emphases around the aforementioned foci, with a more diffuse (less intense)
approach in each area. These statements are speculative but could be further examined
by operationalizing separate cases of diffusion and intensity in future studies.

WSD can be viewed as a construct that is in the initial concept/elaboration stage
of development. At this stage, it is important that future research examine the proposed
WSD model by exploring four components that provide the necessary conditions for
development. They must specify (1) the units or variables of interest, (2) establish
congruence as defined by the relationships among units of the model that specify how
they are associated, (3) look at the boundaries within which the relationships are to
operate, and (4) explore contingency effects (Dubin, 1978; Fry & Smith, 1978).
Furthermore, future research should continue to identify issues related to the type of
diversity that might be present in a team. Following the advice of Triana et al. (2021), for
example, it would be important to recognize that what might appear to be similar cases
of diversity might, instead, represent very different team-process dynamics. A team
might have three members whose WS is derived primarily from the community and two
members whose WS is derived from inner life. Another team might have three members
whose WS comes from inner life and two members whose inspiration comes from the
community. While the 3-2 composition in both teams might suggest similar levels of
diversity, important differences between the two teams are lost if the examination does
not allow for a more sophisticated coding scheme across all three dimensions. Future
research should examine the best ways to operationalize such intricacies in WSD
potentially.

Using teams has become a basic organization design for work and organizational
work behavior (Erden & Ozen, 2003). However, certain conditions must be present for
teams to succeed and achieve their potential. Over the last few years, companies have
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considered incorporating WS into their organizations (Aboramaden & Dahleez, 2021;
Daniel, 2010). The objective of this paper is to offer an introduction to the WSD construct
in order to create better team environments where their potential can be realized. As
organizational leaders adopt frameworks that employ this WSD construct, they should
be prepared to talk to employees about key issues related to spirituality. A common
assumption may be that WSD is akin to religious differences; however, there are
important distinctions that can be clarified among team members. King (2011) suggests
that “while religion often looks outward depending on rites and rituals, spirituality looks
inward - the wealth of knowledge, senses, aspirations, and feelings we harbor within
ourselves” (p.62). This distinction between spiritual and religious workplace diversity
seems important for both practical and theoretical reasons. Furthermore, it may be useful
to recognize that, for some employers, the initial idea of WSD should be separate from
work and that it would be inappropriate to frame one’s work ethic or behavior in the
context of spirituality. “For years, employers compartmentalized workers, carefully
separating business concerns from personal identities.” (Laabs, 1995: 1). Organizations
that rely on teams can gain a greater understanding of the implications and effects of
WSD as a new component of deep-level diversity. Organizations should be prepared to
help team leaders and their team members understand the potential advantages of WSD
to team effectiveness. Open conversations about people’s reservations should allow them
to express concerns and apprehensions. Such interaction can build trust and develop the
foundation for each WSD dimension to carry positive influences. Beyond enhancing the
dynamics within current teams, exploring WSD considerations in hiring new team
members may play a crucial role in collaborative practices that facilitate a team’s
accomplishment of performance goals.

Finally, our introduction of the diversity mindset in this paper offers a promising
avenue for future research. However, there may be many unanswered questions that
need addressing. First, van Knippenberg et al. (2013) address the key question of how
diversity mindsets arise. Such a perspective may come from key team experiences and
interactions when diversity is present. However, such group processes need to be
facilitated through exceptional leadership. Furthermore, this paper positions the
diversity mindset as a contextual variable that influences the relationship between WSD
and important team outcomes. One could certainly question whether or not this mindset
could work alone and be sufficient to yield such outcomes without WSD. Future research
should consider such possibilities. In addition, we provided some evidence as to how the
diversity mindset works as a moderator for other variables. Nonetheless, the research in
this area is somewhat limited, and future work should examine its effect on other types
of diversity. Finally, our framework does not include more complex interactions between
the diversity mindset and WSD. For example, are individuals with diverse mindsets
drawn to organizations with high levels of WSD? Does this mindset actually create more
WSD under certain conditions? All of these considerations are worth further
investigation.
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Conclusion

In conclusion, the impact of deep-level diversity on team performance and
organizational culture has been widely studied and has been found to contribute to
positive organizational outcomes. Our proposed model contributes to this work by
offering a framework for further exploring the influence of individual differences based
on employees” varying degrees of workplace spirituality across organizational units.
WSD can complement, in important ways, other aspects of diversity that have been
shown to contribute to innovative problem-solving and decision-making. We hope that
scholars and management practitioners can use our model to gain a unique and valuable
perspective on team diversity that has not yet been fully explored.
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Abstract

Purpose - This study explores the relationship between directors with professional
international experience and firm performance. To theorize when the insights of
these directors are likely most impactful for firm performance, we draw on distinct
streams of research on emergence: including emergence-enabling states for human
capital resources (HCR), emergence of unit-level knowledge, and the role of social
capital on HCR emergence (HCRE).

Method - The study tests the model on a sample of 461 firm-year observations of
S&P large-cap U.S. manufacturing firms between 2010-2014, assessing both short-
term and long-term performance.

Findings - We find that professional international experience directors positively
impact firm performance, contingent on the board committee network density,
which is a factor that both enables and reflects the affective emergence-enabling state
of cohesion.

Limitation - This study’s generalizability may be somewhat limited because the
sample consists only of boards of firms headquartered in the United States.

Implications - The findings build the work in international business on the
conditions under which having more board directors who have worked
internationally can benefit the overall performance of the firm. The findings also
meaningfully build the broader (up to this point, largely OB focused) literature on
human capital resource emergence, by testing how such theories apply to an upper
echelons context. Specifically, this work suggests that the emergence enabling state
of cohesion, may be especially critical for groups of high-level executives to thrive as
a unit, in line with the HCRE theory.
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Originality - The theoretical model in this study integrates insights from the
predominately OB-focused emergence literature, with strategy/finance research on
corporate governance and boards of directors (including the critical role of board
committees). The supplemental tests support that these effects are likely due to the
mechanisms put forward by the HCRE theory. In this way, the study validates
broadly and illustrates specifically how strategy and international business
scholarship can benefit from leveraging OB literature on emergence in work groups.

Keywords: boards of directors, international work experience, firm
performance, emergence

Reference to this paper should be made as follows: Havrylyshyn, A. (2024).
The role of emergence in leveraging the value of board director international
experience. Journal of Business and Management, 29(2), June, 27-60. DOI:
10.6347/JBM.202406_29(2).0002.

Introduction

Amid an increasingly globalized labor market (Collings et al., 2019; Harrison et al.,
2019), several researchers have examined the intersection of the prior work experience of
executives and international business considerations (e.g., Giannetti et al., 2015; Hahn &
Lasfer, 2016; Masulis et al., 2012; Miletkov et al., 2017; Tao et al., 2022). This aligns with
upper echelons theory, which establishes that executives, such as board directors, act
based on personal life experiences, personalities, and values in strategic situations
(Hambrick & Mason, 1984). Building on the theory that individuals can learn from
professional experience in foreign markets (Ghoshal, 1987), scholars have demonstrated
that having a CEO who has worked abroad (i.e., possesses professional international
experience) can be beneficial for bottom-line firm performance (Carpenter et al., 2001;
Daily et al., 2000; Le & Kroll, 2017). Moreover, having board directors with international
work experience can impact firm strategy, such as internationalization choices (see Chen
et al., 2016). It is important to note that extant research has found inconsistent results
regarding the relationship between foreign directors and firm performance (Hahn &
Lasfer, 2016; Masulis et al., 2012; Miletkov et al., 2017). This work herein helps to delve
into this issue, particularly by considering how the nature of a board of directors warrants
leveraging theory on group/team processes to better understand where/why the
professional international experience of directors impacts the firm’s bottom line.
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Although both CEOs and board directors are executives, there are critical
differences between CEOs and board director roles. Boards are inherently tasked with
handling interdependent tasks and responsibilities (Hillman & Dalziel, 2003; Tasheva &
Hillman, 2019) and are, in this way, a unit of working individuals who may or may not
be able to effectively collaborate as a group. In this regard, I propose there is value to
unique research that explores not only the value of having some number of board
members who personally possess international work experience but also when/why
certain processes will enable the board, as a unit, to leverage such expertise brought by
individual members such that the unit is actually better able to perform its duties to serve
the interests of shareholders (e.g., Forbes & Milliken, 1999; Hambrick et al,
2015). Accordingly, the theory emphasizing that reality boards are a multilevel entity (i.e.,
individual and unit-level considerations are inherent) is highly useful.

Herein, Ilabor to build such a new theory. I specifically leverage the organizational
behavior (OB) literature work on emergence, particularly distinct facets of human capital
resource (hereafter 'HCR") emergence research (Grand et al., 2016; Kozlowski & Klein,
2000; Ployhart & Moliterno, 2011; Ray et al., 2023) to empirically test how such underlying
theoretical mechanisms can explain the relationship between the international work
experience of board directors and firm-level outcomes (performance). In this way, this
work demonstrates the potential insights gained from bridging ‘micro” and ‘macro’
camps by seeing how theory on how people work together generally may/may not help
us understand how an array of executives can leverage the potential value of having
members with international experience, to ultimate work together as a more effective unit.

I draw upon theory on emergence-enabling states (Ployhart & Moliterno, 2011),
how sharing impacts unit-level knowledge (Grand et al., 2016), and the role of social
capital in HCR emergence (Ray et al,, 2023), and integrate these considerations with
findings from broader strategy /corporate governance research, to explore three potential
moderators of the professional international experience-firm performance relationship. I
empirically test the according model on a sample of US-based S&P large-cap
manufacturing firms from 2010-2014. I assess the effects of both accounting and market-
based performance measures, as well as short- and long-term performance, and examine
the robustness of the findings. By doing so, I make an important and simultaneous
theory-building contribution to multiple academic literatures.

First, I explore how and why social interactions pertaining to board committee
assignments of directors who are colleagues, as well as past board experience of directors,
impact the professional international experience directors-firm performance relationship.
By doing so, I help extend the theory on HCR emergence to the practically consequential
context of firms' upper echelons. Theory on emergence is not specific to particular
hierarchical levels of the organization; while this means such propositions can be
leveraged in many contexts, it also means distinct work is needed to understand if (and
which of) the particular mechanisms of emergence hold in the context of groups of
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executives who work together. This work also contributes to the international business
literature, more broadly. Despite ample research on the human capital of individual
directors and the efficacy of boards, including how the professional international work
experience of directors can be beneficial (e.g., Giannetti et al., 2015; Tao et al., 2022), there
are still many scholars who don’t know about what kinds of processes/ social interactions
between colleagues, will actually result in a board made up of members who are
internationally-traveled, to be more effective as a unit (cf. Johnson, Schnatterly, & Hill,
2013; Klarner et al.,, 2021). This work offers insights on how theory on emergence
(particularly HCR emergence) may be crucial to unlocking the potential value of having
several board members who have worked abroad in their personal career histories.

Theoretical Background and Hypotheses
Professional International Experience of Executives

While there are many advantages to doing business internationally, one particular
benefit is that international business experience can create learning opportunities. Actors
can learn from societal differences in organizational and managerial processes and
systems in ways that improve personal decision-making abilities in general (Ghoshal,
1987). This theoretical argument has empirical support, as the professional international
experience of CEOs and TMT members is positively associated with internationalization
(Herrmann & Datta, 2006; Reuber & Fischer, 1997; Rivas, 2012), and a similar relationship
has been found regarding the professional international experience of directors (Chen et
al., 2016). Professional international experience can include full-time past professional
positions held by an individual outside of the firm’s host country (e.g., Chen et al., 2016;
Rivas, 2012) or can also include similar post-secondary education and board positions
(Oxelheim et al., 2013).

Because working in a different national context can allow opportunities for
individuals to learn different and effective management practices and strategies (Ghoshal,
1987; Tsang, 2002; Zahra et al., 2000), I broadly assert a board director who has previously
worked internationally likely has certain valuable insights that other directors who have
only worked in the host country’s business environment, may not. With these unique and
valuable insights, these directors can aid with both monitoring and/or provision of
useful counsel to management. Regarding monitoring, exposure to different national
contexts may mean a director with international work experience has learned alternative
and perhaps uniquely effective approaches for monitoring tasks, such as effectively
structuring the pay package of the CEOs to ensure they serve stakeholder interests. These
kinds of insights could be shared with the rest of the board, leading to better decisions.
Regarding a board’s counsel provision role, a director with professional international
experience could share insights learned abroad with management, such as the current
CEO. This might help CEOs make wiser choices regarding supply chains, mergers and
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acquisitions, etc. Additionally, because directors with professional international
experience may have developed relationships with a more international array of
influential individuals, according to resource dependence theory, these directors can also
access a wider pool of resources that the firm can leverage to its benefit (Pfeffer & Salancik,
1978). These mechanisms may work in conjunction; for example, a professional
international experience director may explicitly share with their board colleagues a
valuable insight they learned from a personal acquaintance who is a prominent business
or political figure from another nation.

For these reasons, the presence of directors with professional international
experience may positively impact firm performance. This is consistent with evidence that
having a CEO with prior professional international experience will likely pay dividends
for the firm (Carpenter et al., 2001; Daily et al., 2000; Le & Kroll, 2017). I submit, therefore,
that the professional international experience of a director could therefore be considered
(at the very least) what Ployhart, Nyberg, Reilly, and Maltarich (2014) would classify as
both a) a knowledge, skill, ability, and/or other characteristics (hereafter ‘/KSAO’) and b)
a form of human capital. It is critical to stress that Ployhart et al. (2014) classify ‘human
capital’ as those characteristics of individuals, which are KSAOs but which are also
actually relevant for achieving economic outcomes. For these reasons, I submit that the
professional international experience of a member of a focal board could potentially
improve the management of the firm in question and is thus a form of human capital’.

However, since board responsibilities necessarily involve interdependent tasks
and responsibilities (Hillman & Dalziel, 2003; Tasheva & Hillman, 2019), it is important
to understand when and how having several individual professional international
experience directors can ensure better corporate governance practices by the board
overall. To do so, scholars must consider what enables (or hinders) the insights of these
directors from affecting the actions and decisions of the board as a unit. Thus, I revisit the
theory of emergence, which speaks to how valuable knowledge and skills held by
individual members of a unit may lead to the unit being more effective in a way that is
more than the sum of the constituent parts. This is consistent with a distinction Ployhart
et al. (2014) emphasize. While human capital is a KSAO that helps economic outcomes,
HCR (human capital resources) are those forms of human capital accessible for unit-
relevant purposes. In my context of interest, this would mean that the board is more
effective at performing its governance duties, and/or the bottom-line financial
performance of the firm is improved. In either case, the key issue is when/why certain
other considerations mean having more professional international experience directors
does not just mean more human capital but also more HCR. To understand this, I leverage
three related, yet importantly distinct, facets of the OB literature on emergence.

Professional international experience directors and emergence-enabling states
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Emergence describes how the qualities of individuals in a unit can converge
through social interactions to emerge as group constructs that are more than the sum of
their parts (Kozlowski & Klein, 2000). Building from this concept of emergence, Ployhart
and Moliterno (2011) describe how three enabling states are important for the emergence
of an HCR to occur. Cognitive, affective, and behavioral states work together to facilitate
knowledge transfer via interactions among unit members. The three enabling states have
been referred to as the “glue” that unites employees together (Hackman, 1976). The
affective enabling state reflects how individuals feel in a group and may include processes
such as cohesion, trust, and affect (Ployhart & Moliterno, 2011). I propose that variance
in terms of board committee assignments can offer scholars insight on the specific
affective emerging-enabling consideration of cohesion and is thus relevant to assessing if
the presence of more directors with professional international experience could actually
mean more HCR, i.e., a more effective board as a unit.

Where there is more collaboration among all director colleagues (generally) on
board committees, this should be captured by a construct I label ‘board committee
network density’. Network density refers to the number of actual ties in the network, then
normalized by the number of possible ties (Merluzzi, 2017), which reflects the level of
collaboration among members and represents the affective state of group cohesion (Wise,
2014). If one conceives of ties on boards as having two individual directors serve on at
least one committee together, the construct of board committee network density will refer
to the actual committee assignment ties divided by the number of possible ties. The
possible ties would be calculated based on the total number of directors on the board
since boards have the autonomy to choose their own committee memberships
(Finkelstein et al., 2009; Kolev et al., 2019); thus, boards could ensure all director
colleagues collaborate with one another on (at least some) committee work. This is also
why board committee network density may not only encourage more cohesion between
board colleagues but may also reflect the level of cohesion that is already present. Both
explain why I propose that board committee network density does speak to Ployhart and
Moliterno’s (2011) affective emergence-enabling state of cohesion.

Network density, as an affective emergence-enabling state (cohesion, specifically),
can assist with creating an environment where members may be more likely to contribute
information to the group and share their insights (Ployhart & Moliterno, 2011). Past
research has demonstrated that knowledge is more easily shared in dense networks,
characterized by a high degree of interconnectivity among members since dense network
structures enhance the willingness of team members to share knowledge with one
another (Reagans & McEvily, 2003). Ray et al. (2023) also explain that ‘accessibility’
speaks to how widespread and easily the human capital of individual group members
may be reached and used. Ray et al. (2023) specify that accessibility should be increased
in dense units because this permits valuable information held by individual group
members to be shared more speedily and with less difficulty. This is consistent with
evidence information is spread quickly and through multiple paths for dense units (Adler
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& Kwon, 2002; Anderson & Jack, 2002; Borgatti et al., 1998; Kang et al., 2008). Together,
these points demonstrate board committee network density facilitates and can reflect an
environment akin to the affective emergence-enabling state of cohesion. This should
mean the presence of more directors with the human capital of professional international
experience is enabled to emerge as a (unit-level) HCR, informing the first hypothesis:

H1: Board committee network density moderates the professional international
experience directors—firm performance relationship, such that when the board
committee network is denser, the relationship between professional international
experience directors and firm performance will be more positive.

The Importance of ‘Sharing’ for Unit-Level Knowledge to Emerge

Within the broader literature on emergence, Grand et al. (2016) specifically discuss
how a unit can become more knowledgeable in making better decisions (i.e., having more
‘“unit knowledge’). Grand et al. (2016) establish that the emergence of unit-level
knowledge (e.g., shared mental models) is a function of two processes: learning and
sharing. Learning refers to extracting information while sharing refers to the
dissemination of this information among members (Fiore et al., 2010; Grand et al., 2016;
Hinsz et al., 1997; Stasser & Titus, 1985). Information members learn is considered
internalized knowledge, while sharing information allows externalized knowledge to
form, which is the knowledge collectively shared/understood by all members (i.e.,
shared mental models) (Cannon-Bowers et al., 1993). Shared mental models represent the
externalized unit knowledge that can be leveraged for decision-making.

I propose that individual directors who have international experience bring the
necessary ‘learning” discussed by Grand et al. (2016) to the boardroom. Individuals with
international experience are exposed to new or contradictory information from other
cultures, which can enhance the learning process to solidify new knowledge (Bandura,
1977). This can take the form of domain-specific knowledge or general competencies.
Examples of domain-specific knowledge obtained from international experience are
intercultural knowledge, such as knowledge of global networks/international markets
(Hermann & Datta, 2006; Ricks et al., 1990). General competencies examples include
strategic thinking (Dragoni et al.,, 2014), creativity (Leung et al., 2008), and global
leadership effectiveness (Caligiuri & Tarique, 2009; Daily & Schwenk, 1996). Thus,
professional international experience directors have increased stocks of internalized
knowledge, providing potential foundations for creative strategies.

Yet, for unit-level knowledge to emerge such that the board can make better
decisions on how to properly and vigilantly monitor management, Grand et al. (2016)
emphasize that sharing activities must also occur according to Grand et al. (2016), sharing
mechanisms can transform the internalized knowledge (that stems from directors with
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international experience) to the collective, externalized unit-level knowledge (i.e., shared
mental model) that is beneficial for all members. To this end, I propose the board
committees are again relevant for understanding the sharing processes necessary for the
emergence of unit-level knowledge. However, I propose it is particularly important that
colleagues who differ from one another in terms of professional international experience
have sharing opportunities. A key mechanism facilitating sharing among unit members
is “communicating information” (Grand et al., 2016). Sharing in this manner involves an
overt act of transmitting information from one person to another. In the case of board
members, some members contain internalized knowledge (i.e., the professional
international experience directors) that needs to be passed to those who will learn this
knowledge (i.e., receive, encode, interpret, and integrate this knowledge), which would
be the directors who do not have professional international experience (Grand et al., 2016).
This process should create externalized knowledge (collective knowledge HCR-shared
mental model) that all members can access. For this sharing to occur, directors without
international experience would need to have more opportunities to interact with their
colleagues who do personally have professional international experience.

At the unit level, I propose communication of information could reasonably be
operationalized as the average number of committee assignments that non-professional
international experience directors have to committees, which include (as members)
directors with professional international experience. For example, for Company X,
imagine that Directors A and B are the only two board members of Company X with
professional international experience. Director C, a member of the same board, has no
professional international experience. If Director C works on the audit committee with
Director A and on the nominating committee with Director B, Director C has at least two
opportunities to gain shared and learned insights from colleagues who have experience
learned from their time working abroad. Director C could then even pass the knowledge
gained to Director D, who also does not have international experience, facilitating the
creation of a shared mental model. However, the reaction process of the chain mentioned
above is impossible if Director C does not work on the same committees as Director A or
B. Moreover, this process is impeded if Director C works only with Director A on a single
committee or only with Director B on a single committee, etc. In this way, the degree to
which those directors who lack professional international experience have opportunities
to collaborate on committees with directors who have such experience speaks to the type
of sharing Grand et al. (2016) propose is critical for unit-level knowledge to emerge.

I also submit this theorizing from Grand et al. (2016) as consistent with Ployhart
and Moliterno’s (2011) conceptualization of behavioral enabling processes. Behavioral
processes refer to how individuals act in order to meet the demands of the environment
and may include processes such as coordination and communication (Kozlowski & Ilgen,
2006). Thus, the work of both Grand et al. (2016) and Ployhart and Moliterno (2011)
converge to suggest a shared mental model, which could lead to a more effective board
(i.e., a human capital resource) is more likely to form where there a) are more directors
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with professional international experience and b) more communication occurs
specifically between those directors who lack professional international experience
directors, and their colleagues who have such experience.

H2: Sharing [professional international] experience with non-experienced director
colleagues moderates the professional international experience directors—firm
performance relationship, such that when those directors who lack professional
international experience have more exposure to the perspectives of their director
colleagues who are professional internationally experienced directors, firm
performance will be more positive.

The Relevance of Professional International Experience Directors’ Social Capital

Additional insights into the professional international experience - firm
performance relationship for board directors relate to social capital. Directors with
professional international experience may have developed relationships with a more
international array of influential individuals. Thus, according to RDT, these directors
can also access a wider pool of valuable resources the firm can leverage (Pfeffer &
Salancik, 1978). This is consistent with evidence that individuals with international
experience often have a greater international network to draw (Roth, 1995). These
networks may be informal social ties, but they often take the form of partnerships with
foreign entities, as the international experience of CEOs has been associated with
increased internationalization (Carpenter & Fredrickson, 2001; Reuber & Fischer, 1997;
Sambharya, 1996) and foreign direct investment modes (Hermann & Datta, 2006). RDT
suggests at least four distinct mechanisms by which a director can serve a resource
provision role that benefits the firm (Hillman et al., 2009; Pfeffer & Salancik, 1978).
However, I propose it is most relevant to HCR considerations (i.e., is the presence of
professional international experience directors leading to a more effective board as a
unit) to consider the resource role directors can fulfill as they use personal information
channels to the broader business world to identify valuable strategic opportunities,
including by anticipating the actions of competitor firms (cf. Burt, 1983; Hillman &
Dalziel, 2003).

A director’s social capital speaks to the degree they have such valuable
information channels that are high quality (Kor & Sundaramurthy, 2009; Nahapiet &
Ghoshal, 1998; Sundaramurthy et al., 2014). Social capital is a set of resources rooted in
personal relationships, and the central proposition of social capital theory is that
networks of relationships for individuals within the firm can constitute a valuable
resource for firms (Nahapiet & Ghoshal, 1998). This is so since social capital comprises
the network and the assets utilized via that network (Nahapiet & Ghoshal,
1998). Adopting Podolny’s (2001) “pipes” metaphor, the connections professional
international experiences directors have due to their international experience could
function as channels that transmit information. As pipe networks contain more structural
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holes or nonredundant ties, this configuration allows for rich/novel information to be
passed through the networks; thus, social capital creates additional learning
opportunities for professional international experience directors.

In this regard, I propose that the social capital of the professional international
experience directors serve speaks to Ployhart and Moliterno’s (2011) specific
consideration of cognitive emergence-enabling states. This is because the authors
mentioned above emphasize how cognitive emergence-enabling states refer to the unit's
learning, specifically the ability of those within the unit to acquire and absorb information
and knowledge (Ployhart & Moliterno, 2011). If a professional international experience
director has the more social capital, they have, in essence, ‘friends” who can share with
them updates on broader trends in the business world, such that there is up-to-date
learning of best practices for the board of the focal firm. This is supported by studies
within the broader strategy literature, which indicate that when an individual director of
a firm has previously served on multiple outside boards, this helps build that director’s
external social capital in the form of connectivity to other executives (Beckman &
Haunschild, 2002; Hillman & Dalziel, 2003; Kor & Sundaramurthy, 2009; Nahapiet &
Ghoshal, 1998) and assists with transmitting additional knowledge and information.
Directors who are broadly connected to outside actors in the business world have greater
social capital, meaning they have expedient access (i.e., channels) to timely information
(Chen et al., 2016; Kor & Sundaramurthy, 2009). Such findings are also consistent with
Ray et al.’s (2023) propositions that the relational social capital of an individual, i.e., the
range of affective and attitudinal characteristics embedded in one’s social relationships,
can potentially facilitate HCR emergence.

Accordingly, and as my final hypothesis, I propose the ability of the firm to realize
the potential benefits of having many professional international experience directors
serving may be contingent on whether there is at least one director who has a high level
of social capital and professional international experience. Professional international
experience directors who also have high social capital will a) personally know the
comparative challenges of doing business in the home vs. a foreign market, and b) their
high social capital means they have quality information channels to identify the most
promising strategic opportunities in the industry, and are thus uniquely qualified to
determine how insights and/or personal relationships professional international
experience directors possess, can optimally be leveraged to help the firm.

H3: Social capital of professional international experience directors moderates the
professional international experience directors—firm performance relationship, such
that when one or more of the professional international experience directors serving
have high amounts of social capital, the relationship between professional
international experience directors and firm performance will be more positive.
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Research Method
Sample and Data Collection

The sample is made up of US-based S&P large-cap manufacturing firms from
2010-2014, with data available in Compustat and GMI Ratings. Testing the hypotheses
on a sample of firms likely to have professional international experience directors was
important. Thus, I selected manufacturing firms since directors from these firms bring
valuable learned insights (Zhao & Anand, 2009). Additionally, leveraging cutting-edge
knowledge is particularly important in the manufacturing industry (Mayer et al., 2015;
Zhou & Wu, 2010). Accordingly, 97% (446 of 461) of observations in the sample had at
least one professional international experience director serving. Thus, manufacturing
firms were an appropriate sample for testing the model in that there were professional
international directors present who could potentially impact firm performance. While I
used a sample of manufacturing firms in the primary analyses and according to
robustness tests, I collected additional data to analyze a multi-industry sample in
supplemental analyses. I ended the sample before 2015, so it was possible to test if
constructs of interest affect long-term (as well as more immediate) firm financial
performance (see supplemental analyses available upon request). From the initial sample
of 541 firm-year observations, I excluded 80 observations: 18 because of incomplete
details regarding committee assignments, while 62 were excluded due to incomplete data
regarding the covariates. The final sample of 461 firm-year observations represents 105
firms.

Dependent Measures

Performance was measured based on the information for the year following the
firm-year observation (time t+1) to enhance potential causal inference. As an example, if
an observation was included based on who served on firm X’s board of directors in the year
2010 (and their individual career histories in terms of professional international
experience), then the regression was run with an outcome variable that was firm X's
financial performance in the year 2011. In the primary analyses, I use the accounting-
measure of performance of return on assets (ROA). In the supplemental analyses, I also
test the model using the market-measure of performance, Tobin’s Q. Results using Tobin’s
Q were consistent with the primary analyses herein (see Table S.1! And Figure S.1). Both
measures were calculated based on data obtained from Compustat.

Predictor Measures

The primary predictor variable was professional international experience directors.
Following past studies, I considered a director to have such experience if they had

1 Full supplemental tables file has been omitted, for the sake of brevity of the manuscript file; this full file is available upon
request.
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worked for a non-US firm, had worked in a non-US market (for any organization), had
post-secondary education from a non-US institution, or had been on the board of a non-
US firm (Oxelheim et al., 2013). I also considered any director who had served overseas
in the military, worked for an agency (government/think-tank/consulting) focused on
international relations/transnational issues, and/or had been a delegate to an
international agency (such as the UN), to be a professional international experience
director. While I take a broad definition of “professional’ experience in creating the
predictor variable of primary theoretical interest, below I describe the inclusion of a
covariate which helps to address important qualitative differences if a director has
international experience due to past work in the public/non-profit sector vs. past
business-related experience in other countries. I coded the professional international
experience of individual directors based on firm proxy statement biographies. The final
measure is a tally of individual directors with [at least some] professional international
experience.

Following past practice (e.g., Merluzzi, 2017), I calculated board committee network
density as the number of actual ties between directors over the number of possible ties.
Two directors were considered to have a tie if they served on at least one committee
together. Based on firm proxy statements details of committee assignments for all board
committees, I obtained a score for ‘actual ties. In keeping with past literature, “possible
ties” was calculated using the formula ‘(n*n-1) /2’ formula, where ‘n” was the total number
of directors serving.

I operationalized the construct of sharing experience with non-experienced by again
leveraging firm proxy statement details on committee assignments. Here, I focused on
whether those individuals who lacked ‘professional international experience’ served on
committees with colleague directors who were professional international experience
directors and to what degree. Each director who lacked professional international
experience received an individual score for how many committees upon which they
served, where the committee had at least one ‘professional international experience
director’ member. I then averaged the individual scores for all directors who were not
professional international experience directors. The raw measure was highly correlated
with (the overall tally of) professional international experience directors (r = .62). To
address potential multicollinearity issues, I used an orthogonalized measure in our
analyses. This meant regressing the raw score variable of sharing experience to non-
experienced on the predictor variable of professional international experience directors,
then using residuals as the moderating variable (sharing experience to non-experienced)
in primary analyses.

For the measure of social capital, I leveraged the GMI rating database for the years
2005-2013. From this, I could calculate the number of total directorship appointments
each individual director in our sample held in the five-year period prior to the
observation. I first added each individual’s (professional international experience
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director or not) scores for the number of directorships in each of the five years prior. From
this, I obtained a mean for our sample for the number of prior directorships (13.64) and
standard deviation (6.33). Thus, any individual who was a professional international
experience director but also had a score of 20 or more for directorship appointments in
the prior five years (i.e., one standard deviation above the mean) was considered a
director with a high amount of social capital. I then tallied how many professionals with
international experience directors had high amounts of social capital. The final measure
was dichotomous: if the board had at least one professional international director with a
high amount of social capital serving, it received a score of 1 (otherwise, it received a
score of 0). Due to range restriction, I used a dichotomous measure: a board with only
one professional international experience director serving could not have more than one
professional international experience director with high social capital. This approach of
operationalizing social capital based on directorship appointments to boards of for-profit
firms is consistent with extant literature (e.g., Kor & Sundaramurthy, 2009;
Sundaramurthy et al., 2014).

Covariate Measures

To control for corporate governance concerns, I included the number of directors
(total) and director independence (proportion of independent directors). Both measures
were created using firm proxy statements. I included four firm-level covariates. First, I
included the debt-to-equity ratio (obtained from Compustat). Second, I included block
ownership, i.e., the percentage of ownership by those holding more than 5% of the firm
stock (obtained from the GMI rating database). Third and fourth: I included capital
expenditures and firm internationalization (both obtained from Compustat). The latter was
specifically a measure of taxes firms owed to foreign governments. I acknowledge it is
common for studies that have an outcome variable of firm performance to include a
covariate for ‘firm size’. While I did not include as much in the primary analyses, I ran
supplemental analyses with such a covariate, which included leverage from the
Compustat database and specifically operationalized as the log of total firm assets.
Results were consistent (see Tables S.2 - S.3).

I propose any international work experience, whether in the public or private
sector (etc.), can similarly allow individuals to learn from societal differences in
organizational and managerial processes, such that this could lead them to bring
uniquely valuable insights to improve board decision-making abilities in general
(Ghoshal, 1987). Nevertheless, I deemed it appropriate to include a covariate to address
how there may be a meaningful qualitative difference between having similar numbers
of professional international experience directors who worked in other countries in a
conventional ‘business’ context vs. having such directors who worked abroad in other
professional contexts (e.g., working in an embassy; being a journalist in another country;
serving overseas in the military, etc.). I created a covariate for non-business international
experience. Using firm proxy statement biographies, I identified which of those
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individuals, originally deemed professional international experience directors, worked
in another country but never for a for-profit, private sector organization (and/or never
worked for a for-profit, private sector organization that itself is headquartered in another
country). This covariate is the number of professional international experience directors
who worked abroad, but never in such a ‘business’ context, over the total number of
professional international experience directors.

I also used a dummy-coded variable for CEO duality (obtained from the GMI
rating database). I dummy-coded for the observation year to account for unobserved
heterogeneity related to time and dummy-coded for the firm (i.e., fixed effects model
approach: described below). Although the included covariates are conceptually relevant,
I acknowledge concerns that including excessive numbers of covariates may be
problematic (Becker, 2005; Carlson & Wu, 2012). Accordingly, I conducted supplemental
analyses using ‘streamlined” models. Results were consistent with the primary analyses
(see Tables S.4 - S.5), suggesting the results of our primary analyses are not likely driven
by the covariates themselves.

Results
Fixed Effects Modeling

I employed OLS regression modeling with the ‘fixed effects” approach to address
non-independence. Yearly observations represent Level 1 or lower-level variables nested
in firms that are Level 2 or higher-level entities. The sample consists of 105 firms, and all
of these were observed over multiple years. There is thus a non-independence issue, as
scores for lower-level variables are influenced by (or clustered by) the higher-level entity
(firm). Not accounting for this may bias results (Bliese et al., 2020). Either the fixed effects
model (where a dummy code is included for ‘firm’, along with one for “year’) or the mixed
effects approach (random effect component allows intercepts to vary across firms, and a
dummy code for ‘year’ is included) addresses the non-independence issue (Bliese et al.,
2020).

Descriptive Statistics

Descriptive statistics for primary analyses, including means and standard
deviations for all variables used and correlations, can be found in Table 1. To examine the
possibility of multicollinearity, I calculated the variance inflation factor (VIF) for all
predictor variables using the threshold of 5, an indicator of problematic levels of
collinearity (James et al., 2013). All variables had a VIF below this threshold. Capital
expenditures and firm internationalization (two of our covariates) were quite highly
correlated (v = .88) and also had respective VIFs greater than 4. I thus ran supplemental
analyses testing our model with capital expenditures omitted. Results were consistent
(see Tables S.6 - S.7).
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Table 1: Means, Standard Deviations, and Correlations Among Study Variables

Variable Mean SD | 2 3 4 5 6 7 8 9 10 11 12
1 ROA 349 6.77
2 Tobin'sQ 2.29 112 .67
3 Directors (total) 9.82 216 -09 -13
4 Director independence® 0.88 005 -10 -08 39
5 Debt-to-equity ratio® 7.79 324 05 10 01 -04
6 Block ownership 0.20 013 .01 08 -21 -17 05
7 Capital expenditures® 1,196.01 361823 00 -13 11 -03 -02 -20
8  Firm intemationalization® 42307 146405 07 -03 12 -02 00 -20 .88
9 Non-business international
) 0.21 025 08 01 04 07 05 -0I 1.0l
experience
10 Professional international
3.75 206 0O O8 48 27 07 -07 A3 20 00
expenience directors
11 Board committee network
0.64 021 03 09 -4 01 09 18 -2 -09 14 12
density
12 Shanng expenience to non-
1.57 081 OF 12 -18 -09 06 29 -20 -15 16 .00 .65
experienced
13 Social capital 0.51 050 <02 -10 15 .12 -05 08 14 12 09 33 14 08

Notes: n= 461 m 105 firms, Correlations at or greater than .10 have p-value of less than .05, a = measured as a ratio; b = measured in millions of
dollars, Mean and S.D. for shaning experience to non-experienced is for non-orthogonalized measure; correlations reported are for orthogonalized
version of that measure. Mean and S.D. for orthogonalized version of sharing expenience to non-experienced are (.00, and 0.64, respectively

Effects on Firm Performance: Accounting & Market-Measures (ROA /Tobin’s Q)

Table 2 contains the results of the analyses when operationalizing firm
performance as ROA, with standardized coefficients for variables to ease interpretation.
Table 2, Model 1 contains our covariates-only model. Table 2, Model 2 shows the
inclusion of our variable for professional international experience directors; however, the
results indicate professional international experience directors do not directly affect ROA
(B =-0.54; p = .478). Table 1I, Model 3 explores the direct effects of proposed moderating
variables (i.e., board committee network density, sharing experience to non-experienced,
social capital) upon ROA. The results indicate no direct effect of any of these proposed
moderating variables (f = -0.18; p = .765; f = 0.17; p = .753; p = -0.87; p = .287).

Hypothesis 1 posited that the effect of professional international experience
directors on firm performance is contingent on the density of the board committee
network. In Table 2, Model 4, I find an interaction between professional international
experience directors and board committee network density impacting ROA (f = 0.85; p
= .055), consistent with Hypothesis 1. Hypotheses 2 and 3 posited that the effect of
professional international experience directors on firm performance is contingent on a)
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sharing experience with non-experienced and b) social capital, respectively. However,
the results in Table 2, Model 4, do not indicate interaction effects to support either
Hypothesis 2 (8 = 0.39; p = .332) or Hypothesis 3 (f =-0.22; p = .742).

Table 2: Impact of Professional International Experience Directors on ROA (Fixed Effects Model)

Model | Model 2 Model 3 Model 4
Variable p SE P B SE P B SE P g SE P
Directors (total) 024 (52) 649 045 (.60) 454 043 (64) 504 052 (.64) 417
Director independence -0.22 (45) 629 -0.22 (46) .636 022 (46) .627 .23 (A46) 623
Debt-to-equity ratio -0.02 (200 956 -0.02 (200 930 002 (200 905 004 (200 857
Block ownership 0.73 (43) .00 0.74 (43) 086 0.73 (43) 091 0.67 (43) 123
Capital expenditures -2.28 (.86) .008 -2.34 (87) .007 -229 (.88) .010 -2.53 (.90) .005
Firm internationalization 1.39  (.81) 087 146 (.82) .075 1.50 (.82) .069 1.61 (.82) .050
Non-business international 028 (48) 557 031 (48) .517 034 (49) 489 047 (.50) 349
experience
Professional intemational 054 (77) 478 045 (.78) 564 018 (.86) 839
experience directors
Board committee network density .18 (.60) 765 .31 (63) 621
Sharing experience to non- 017 (.52) 753 007 (57) 906
experienced
Social capital -0.87 (.81) .287 096 (.84) 256
Professional intemational 085 (44) 055

experience directors X Board

committee network density

Professional intemational 039 (40) 332
experience X Sharing experience

to non-experienced

Professional intemational -0.22 (.65) .742
expenience X Social capital

Intercept 892 (1.89) .000 8.82 (1.89) .000 928 (197) .000 969 (1.98) .000
Multiple R* .76 76 6 76
Adjusted R? 67 67 67 67

Notes: N =461 in 103 finms; year, duality, and firm controls included in all models. Two-tailed tests, Orthogonalized measure used
for sharing experience to non-experienced.

I graphed the interaction of professional international experience directors and
board committee network density in Figure 1. Professional international experience
directors can only be on the board at whole values and were thus set at values of two and
six: roughly 0.85 SD below and 1.09 SD above the mean, respectively. The committee
network density of the board was set at values of 0.43 and 0.85 (-1 and +1 SD from the
mean, respectively). The predicted ROA for firms whose boards have high numbers of
professional international experience directors is 16% greater (8.92-7.69)/7.69 when
board committee network density is high (0.85) than when it is low (0.43). Practically
speaking, these results indicate when the board is largely made up of professional
international experience directors, boards that also have high committee network density
(consistent with the affective enabling state of ‘cohesion” discussed in the HCR emergence
literature) (Ployhart & Moliterno, 2011) have better performance than boards with low
committee network density. I also calculated the marginal effects, which can be
particularly useful when predicting multiple interactions (Busenbark et al., 2022a).
Marginal effects indicate firm years with 1 SD more professional international experience
directors are associated with lower subsequent ROA (ff = — 1.03) when board committee
network density is low (0.43) but higher subsequent ROA (f = 0.67) when board
committee network density is high (0.85). These results support Hypothesis 1.
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Figure 1: The Influence of Board Committee Network Density on the Relationship Between Professional International
Experience Directors and ROA

10 4

9.5 4

ROA

6.5
Two Professional International Experience Directors  Six Professional International Experience Directors

—+— Low Board Committee Network Density --#--- High Board Committee Network Density

Notes: Figure | is based on standardized variables from Table 2, Model 4.

Supplemental Analyses

To assess the robustness of my results, I employed several tests to address
endogeneity concerns (broadly). I conducted tests that spoke to the core conceptual issue
when conducting strategy research where it is not feasible to randomly assign subjects;
namely, without random assignment, it is particularly important to address omitted
variable bias and attempt to rule out alternative explanations (cf. Bliese et al., 2020; Hill et al.,
2021). I leveraged Impact Threshold of a Confounding Variable (ITCV) tests to explore if
omitted variable bias may exist. These tests yield a threshold an omitted variable would
need to be correlated with the outcome variable (i.e., firm performance) but also with a
predictor variable of interest (e.g., professional international experience directors) for its
omission to call into question the results. If no originally included covariates have such
high average correlations, a strong argument can be made that omitted variable bias is
not likely a concern (Busenbark et al., 2022b). The ITCV test addresses endogeneity
concerns but also avoids drawbacks of the instrumental variables approach, such as how
including instrumental variable residuals may mask effects if the instruments are not
especially strong (cf. Busenbark et al., 2022b; Semadeni et al., 2014). ITCV test results are
reported in Table 5.8. These results suggest that the direct effects found in the primary
analyses are not likely meaningfully compromised by concerns of omitted variable bias.
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The ITCV test cannot be utilized to assess the interaction effects found (Busenbark
et al., 2022b), such as those found in this manuscript supporting Hypothesis 1. To address
this, scholars can instead employ the RIR (robustness of inference to replacement) test.
This test indicates how much of a given effect size needs to be biased for the otherwise
statistically significant effect to be overturned (Busenbark et al., 2022b). Following best
practices, I found a new covariate (board meetings), replicated the primary analysis by
adding this new covariate, and then examined if the coefficient of the originally found
effects changed by more than the percentage indicated by the RIR. The RIR test indicated
that for the effect found in support of Hypothesis 1 in Table 2, Model 4, 1.70% of the
estimate would have to be due to bias to invalidate an inference. Adding the covariate
mentioned above did not change the coefficient for professional international experience
directors X board committee network density, where both Betas are rounded to two
decimal places (see Table S.9). Even if betas are rounded to three decimal places, the
inclusion of the board meetings covariate does not change the coefficient for professional
international experience directors X board committee network density by more than1.7%
(i.e., relevant  in Table 2, Model 4 was .846; relevant p in Table S.9, Model 4 was .845,
indicating a change of only 0.12%).

I found consistent results when adding this new covariate of board meetings but
operationalizing firm performance as Tobin’s Q (see Table S.10). I also re-ran this entire
process, using both ROA and Tobin’s Q as dependent variables in regression analyses,
but instead including a different, new covariate (in this case, average director tenure).
Again, the results did not indicate a change in the Beta for professional international
experience directors X board committee network density greater than the RIR test
indicated would be required to suggest the results were not robust (see Table S.11- S.12).
Based on these results, I propose it is not likely a relevant omitted variable would
undermine the results of our analyses herein.

To account for endogeneity concerns, it is also important to attempt to rule out
possible alternative explanations for the effects found. To do as much concerning the
professional international experience directors X board committee network density
interactions found, I ran several analyses, all employing a similar logic. I considered
constructs that would likely be highly correlated with having more professional
international experience directors do committee work and/or with committee network
density in general but which spoke to distinct theoretical mechanisms from the HCR
emergence considerations (i.e., network density as a reflection of the effective enabling
state of ‘cohesion’) related to Hypothesis 1. I obtained a new variable that spoke to this
relevant new construct and re-ran our analyses, replacing board committee network
density with this new variable. If I did not find interaction effects when doing as much,
this supports the position that effects found in our primary analysis are likely due to
affective-enabling emergence considerations (particularly related to cohesion) proposed.

44



Havrylyshyn / Journal of Business and Management, 29(2), June 2024, 27-60.

Professional international experience directors may hold disproportionate
sway/power on the board. I repeated the primary analyses thrice, replacing the
committee network density of the board with a variable that spoke to this consideration.
I replaced board committee network density with a) a measure of the number of major
committees chaired by professional international experience directors (see Tables S5.13 - S.14), b)
number of committees chaired by professional international experience directors (see Tables 5.15
-5.16), and c) proportion of major committee seats held by professional international experience
directors (see Tables S.17 - S.18). In all instances, I find no interaction effects. Ray et al.
(2023) argue that cognitive social capital can also increase human capital availability. A
high level of cognitive and social capital implies there is a shared history or language in
a group, which should increase the likelihood that an individual is understood by
colleagues (Maynes & Podsakoff, 2014; Ray et al., 2023). I thus acknowledge an alternative
explanation for the findings regarding Hypothesis 1, which may involve the ‘cognitive’
social capital of professional international experience directors in terms of how well these
individuals know the focal firm. To address this alternative explanation, I replicated the
primary analyses, replacing board committee network density with professional
international experience directors’ [average] tenure (see Tables S.19 - S.20). I found no
significant interaction effects.

The primary analyses did not indicate support for Hypothesis 2 or Hypothesis 3.
I considered post-hoc if perhaps the way I operationalized our constructs might explain
the lack of effects found. I orthogonalized the measure for sharing experience with non-
experienced since it was highly correlated with professional international experience
directors. However, I also re-ran the primary analyses using the raw score (i.e., not
orthogonalized) for sharing experience with non-experienced (see Tables S.21 - S.22).
Results were consistent in that no support for Hypothesis 2 was found. In testing the
impact of social capital upon the professional international experience directors-firm
performance relationship (i.e., Hypothesis 3), I only assessed the social capital of
professional international experience directors. I ran supplemental analyses using a new
measure for social capital for all directors (see Tables S.23 - S.24). In this case, I tallied all
individual directors who had ‘high’ levels of social capital, independent of their
international work experience. The measure used here was a tally of such directors and
not dichotomous since there were no range restriction issues. However, again, I find no
professional international experience directors X social capital [all directors] interaction
effects. In totality, this indicates the lack of support for Hypotheses 2-3 in the primary
analyses is not likely a function of how the variables were originally measured.

Ending the sample in 2014 allowed me to explore if the interaction between
professional international experience directors and the board committee network density
also affected long-term measures of firm performance. To test this, I replicated the
primary analyses utilizing dependent variables of average ROA in the two, three, four,
and five-year periods after the observation year. I did the same using the average Tobin’s
Q in the two-, three--, four--, and five-year periods after the observation year. In all cases,

45



Havrylyshyn / Journal of Business and Management, 29(2), June 2024, 27-60.

the results were consistent with the primary analyses in that they demonstrated support
for Hypothesis 1 (see Tables 5.25 - 5.32). This further supports the robustness of the
primary findings and suggests professional international experience directors serving on
boards that have high committee network density, may be of value to the firm for both
short and longer-term considerations.

While I maintain the focus on manufacturing firms is appropriate, I gathered
additional data to test our model using a sample of observations where firms operated in
a wider array of industries. I obtained all needed information (using the same data
sources) for a total of 201 new observations, all of which were non-manufacturing S&P
large-cap firms from the year 2014. I combined this with the details on the 101
manufacturing firm observations from 2014 used in the original sample. Means, standard
deviations, and correlations between study variables for this secondary sample are in
Table S5.33, while results of the analyses using this multi-industry secondary sample are
in Tables S.34 - 37, respectively. I highlight that in these analyses, I did not a) control for
the year (as all observations were from the same year) or b) control for the firm (as each
firm was only featured once). I did, however, control for industry, based on SIC
classification, using the same dummy coding process used by Schepker, Nyberg, Ulrich,
and Wright (2018). In both instances, I do not find support for Hypothesis 1. Because of
this, I also took the time to collect data on long-term measures of performance (i.e.,
average ROA in the 2- and 3-year periods following the observation; Tobin’s Q in the 2-
and 3-year periods following the observation). I find no support for Hypothesis 1 when
using a long-term measure of ROA. However, I find some support for Hypothesis 1 when
using long-term measures of Tobin’s Q (see Tables 5.36 - S.37). I discuss the implications
of these results compared to the results using the primary sample (made up solely of
manufacturing firms) below.

Another issue meriting exploration is the fact different kinds of board directors
bring different forms of value to the board. For example, while some are current/former
CEOs who help with broader business-level strategies, others may help more by assisting
with specialized considerations like accounting, law, etc. Boards may have larger
numbers of the former vs. latter type of director. I explored the possibility that perhaps
such professional background considerations interact with professional international
experience to impact the overall financial performance of the firm. To test this, I leveraged
information from ISS, which groups directors by occupational background. I
dichotomized these designations into those with traditional “business” backgrounds and
those with more “specialized” backgrounds, consistent with Hillman, Cannella, and
Paetzold (2000) work. I ran regressions interacting the number of directors with
traditional business expertise X the number of professional international experience
directors and regressions interacting the number of directors with ‘specialized” expertise
X the number of professional international experience directors. I ran such regressions
using both ROA and Tobin’s Q measures but did not find significant interaction effects.
Although such non-findings do not preclude the possibility that having directors with
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specific types of professional expertise in terms of the type of career (e.g., HR, accounting,
law, etc.) may impact a variety of important firm-level outcomes, these considerations do
not appear to interact with having a large number of professional international
experience directors to impact the firm’s bottom line.

A director may qualify as a ‘“professional international experience director” due to
one international assignment or could qualify as a “professional international experience
director’ owing to multiple international assignments. Moreover, for firms with more
than a single professional international experience director serving, it may be that all
individuals worked in the same foreign country or they worked in vastly different
nations. A full assessment of all possible permutations in this respect is beyond the scope
of our study. However, I did conduct two exploratory sets of analyses (see Tables S5.38 -
S.41), which provide important insight into how such issues might impact the
professional international experience directors-firm performance relationship.

I created two new variables for these tests. First, I tallied the number of unique
countries in which all professional international experience directors for a given firm-year
observation had collectively worked in the past. I also considered that working in several
countries may not mean new knowledge is brought if those countries are very similar in
terms of cultural distance. For this reason, we also created a measure of how world cultural
regions worked. To do this, I evaluated the names of every country in which each of the
professional international experience directors had worked and cross-referenced this
with a classification scheme for grouping countries into one of nine possible regions
(based on cultural similarities) (first developed by Ronen and Shenkar (1985) and
updated by Filippaios and Rama (2011). I included these new considerations as new
covariates and replicated our primary analyses. Doing so allowed me to further assess
the robustness of the primary results supporting Hypothesis 1. Results were consistent.

Discussion

Although there are demonstrated benefits to having a CEO with professional
international experience (Carpenter et al., 2001; Daily et al., 2000; Le & Kroll, 2017), past
research has found mixed results regarding the relationship between foreign directors
and firm performance (Hahn & Lasfer, 2016; Masulis et al., 2012; Miletkov et al., 2017).
This reality, combined with the broader reality of board directors, represents a type of
executive role that differs from the role of CEO (cf. Hambrick et al., 2015; Hillman &
Dalziel, 2003; Johnson et al., 2013; Klarner et al., 2021), warranted leveraging multilevel
theory to further assess when and why firm performance is positively impacted by
having more professional international experience directors serve on the board. I
specifically assessed how three tested moderators, drawn from related and yet distinct
papers within the broader OB literature on the emergence of valuable unit-level resources,
might be pertinent to addressing this practically important consideration.
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While the results do not demonstrate a direct effect of (the number of) professional
international experience directors (serving) upon firm performance, the presence of more
of these types of directors does positively impact firm performance, contingent upon the
degree there is also high board committee network density. In my theorizing, I discussed
how board committee network density speaks to the affective emergence-enabling state of
cohesion proposed by Ployhart and Moliterno (2011). The supplemental analyses support
the fact that the professional international experience directors X board committee
network density interaction is robust and impacts both short- and long-term measures of
firm performance. Thus, the most direct theory-building contribution of this work is to
demonstrate which specific components of Ployhart and Moliterno’s (2011) work seem to
enable firms to benefit financially from having more directors serve who have worked
outside the host country. This contributes to the broader literature on HCR emergence,
as it demonstrates how the affective emerging-enabling state of cohesion may be
disproportionately important to HCR emergence issues when considering boards of
directors. Such findings also help firms’ understanding of how to ensure the skills/
knowledge-yielding experiences held by individual directors of a board (i.e., the human
capital) actually lead the board as a unit to be more effective (i.e., there is an actual HCR),
and thus contributes to broader theory on corporate governance and the international
business literature concerned with questions of what types of boards of directors are most
ideal in an increasingly globalized world.

I also propose that the null findings regarding Hypotheses 2-3 make a modest but
noteworthy contribution to the literature on HCR emergence. The construct of ‘sharing
experience to non-[professional international] experienced [directors] was drawn
primarily from Grand et al.’s (2016) work on the importance of sharing processes in order
to ensure the emergence of unit-level knowledge, but also spoke to Ployhart and
Moliterno’s (2011) behavioral emergence-enabling states. The potential relevance of
social capital considerations was largely drawn from the integration of Ray et al.’s (2023)
work on relational social capital with broader corporate governance research on the social
capital of executives (e.g., Kor & Sundaramurthy, 2009; Nahapiet & Ghoshal, 1998;
Sundaramurthy et al., 2014), and spoke to Ployhart and Moliterno’s (2011) cognitive
emergence-enabling states.

The ‘human capital resource’ necessarily speaks to human capital (rooted in
individual KSAOs), which helps achieve desirable unit-level economic outcomes
(Ployhart et al., 2014). The null findings, utilizing a sample made up exclusively of upper-
echelon level executives within firms (board of directors), therefore offer potential
boundary conditions on research on unit-level knowledge emergence (Grand et al., 2016)
and the role of social capital in HCR emergence. It is important to note neither sharing
experience with non-experienced nor social capital directly moderates the professional
international experience directors-firm performance relationship. This possibly indicates
that such considerations may not prove relevant to bottom-line considerations for firms
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that have hired directors with a specific form of human capital, which is the knowledge
gleaned from professional experience working abroad.

It is beyond the scope of this paper to determine if such findings are unique to the
human capital of “professional international experience’ of directors or point to a broader
reality that leveraging the value of directors” human capital (any/all) does not generally
involve unit-level knowledge emergence processes and/or social capital. What I see as
most important about my paper is that all three of our proposed moderators are informed
by distinct facets of the emergence-related literature, which has at least some
demonstrated support when studying work units. I find some, but not all, of the proposed
moderators actually impact the professional international experience directors-firm
performance relationship, validates the importance of research that specifically seeks to
understand why it might be that processes/considerations that are crucial for creating an
effective work unit of front-line employees, might be less critical for creating an effective
unit of executives (e.g., a board of directors), and vice-versa.

Limitations and Future Research

While I submit that the chosen sample was appropriate, I acknowledge that the
specifics of this sample imply I must be cautious in claiming the results will generalize to
all other contexts. That said, I propose the choice of sample and the totality of findings
illustrate valuable future research agendas that merit explicit recognition. First, the
primary analyses utilized a sample of manufacturing firms; in the supplemental analyses,
I gathered additional data to test the same model on a sample, including hundreds of
non-manufacturing firms' observations. I did not, however, find entirely consistent
results. In this way, I acknowledge it is possible that the (robust) results I find in support
of the professional international experience directors X board committee network density
interaction, impacting firm performance, may only generalize to firms that operate in
specific industries. I would highlight that manufacturing, specifically, accounted for
roughly 30% of the US economy in 2019 (Nia, 2020); thus, the empirical findings are still
practically important, even if they only apply to the manufacturing industry. When using
the multi-industry sample, I find some support for Hypothesis 1 when considering
longer-term measures of market performance. However, I propose explorations of
where/why the findings do/do not hold for firms in specific industries, representing a

fruitful potential integration of theory on HCR emergence with the resource-based view’s
(RBV) VRIO model.

In post hoc analysis, I noticed the reality that while the mean of [number of]
professional international experience directors serving on the board was 3.75 for the
sample of manufacturing firms, the mean of the same consideration was only 3.07 for the
201 non-manufacturing firms included in the secondary sample I tested. The VRIO
framework suggests that one of the four key considerations for achieving a sustained
competitive advantage is having a comparatively rare resource (Barney & Wright, 1998).
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Yet, in this case, it was in the sample of manufacturing firms, where professional
international experience directors appear to be less rare, that I find more robust support
for Hypothesis 1. This could indicate affective emergence-enabling states can substitute
for parts of the VRIO framework or point to an intriguing boundary condition of the
VRIO framework. In either case, assessing for which industries the results I find herein
do and do not replicate could help to bring together HCR emergence and the VRIO model
to build new and needed theory on the relationship between the KSAOs of executives
and the degree the firm will see sustained competitive advantage.

I submit that board committee network density does indeed speak to the (affective
emergence-enabling state of) cohesion on a board of directors and thus stands by the
validity of our measure. However, I acknowledge that using this specific measure, and
not a direct survey-derived measure of ‘cohesion’, was partially due to a practical trade-
off. Both the samples were made up of S&P large-cap firms. The benefit of this is that the
findings represent tests of a sample of firms that are practically important for entire
national economies. However, the drawback is the reality that directors at such
large/influential firms are less likely to have the time/willingness to fill out surveys for
research projects. I chose to capture cohesion through board committee network density
because the latter could be computed based on public records of board committees (i.e.,
no surveying required). Directly surveying directors on the cohesion of their board has
merits. I encourage future scholars to build on this work, perhaps by reaching out to
directors of smaller firms who may be more willing to complete surveys for an academic
research project. Such a paper would also offer insight by exploring if/how tests of our
proposed model may/may not yield similar effects for startups and/or family firms. The
‘cohesion’ items used by Mathieu, Kukenberger, D'innocenzo, and Reilly (2015) could
help towards this end.

While I defend my choice of the sample of board directors of S&P large-cap firms,
I do submit an important research agenda for other scholars to consider how replicating
my theoretical model may/ may not yield comparable results if exploring the
performance of a team made up of front-line employees (and/or non-executives/
executives of smaller firms). I would particularly highlight the discussion of the affective
emergence-enabling state of cohesion (as captured by board committee network density),
and the behavioral enabling processes I propose are captured by sharing the experience
with non-experienced. In the results, only the former of these considerations impacts
performance. While such findings are relevant as large firms consider how to structure
their boards to leverage the value of directors having worked abroad, it is important to
consider why things may play out differently when considering (for example) a group of
non-executives.

Directors of large firms are often very busy with other responsibilities (cf. Field,

Lowry, & Mkrtchyan, 2013; Khanna et al., 2014), and boards only meet a handful to a
dozen times in a year, so cohesion may be especially critical to ensure time-efficiency.
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Second, there is a non-random sample reality tied to the nature of the job. In order to be
nominated to serve as a board director of a prestigious firm, a person realistically must
be highly accomplished in their field. This may at least partially explain why, in our
results, cohesion seems to be more important than knowledge-sharing processes to lead
to a more effective unit. It is possible that for a team of front-line employees to leverage
the value of its members who have learned from time spent working in different countries,
different processes are more/less important. Exploring this consideration would build
on this work and contribute to a holistic theoretical understanding of HCR emergence in
work groups by explaining how precisely the hierarchical level of the work group within
the firm matters.

I focused on firms located in the U.S. and thus cannot be sure the results would
generalize to firms in all other countries. However, I submit this point to an important
potential future line of research in international business literature. The average time
American directors have worked abroad may not be the same as that of directors in other
countries (Hamori & Koyuncu, 2011). The value of professional international experience
directors is perhaps different for firms headquartered in countries that are member states
of trade unions (e.g., The EU) precisely because directors there have more typically
worked in multiple countries. Perhaps for firms in the EU, world cultural regions worked
is a more critical consideration. Exploring these considerations in such a context would
generate deeper insights into the theoretical reasons it may, in certain cases, not only
matter if a director has worked abroad but also where they worked.

Conclusion

The results of my study indicate that having a high number of individuals who
have professional international work experience serving on a board, in and of itself, did
not impact firm performance. However, I leveraged literature on HCR emergence and
proposed that having professional international experience directors on the board, when
accompanied by specific emergence-related processes/ considerations, could positively
impact firm performance. The results supported this latter position in that high board
committee network density (which both reflects and supports the effective emergence-
enabling state of cohesion) ensures firms with more directors with professional
experience working abroad actually see firm performance benefits accordingly. These
findings particularly help international business scholars and practitioners working in
multinational firms better understand how to ensure the international work experience
hired executives have accrued, indeed translating to desirable bottom-line results
benefitting stakeholders of the firm. The results also more broadly support the value of
potential theoretical integrations between the broader OB literature on HCR emergence
and the study of units/teams of executives.
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Abstract

Purpose - The concept of corporate sustainability (COS) has recently been used to refer
to a business approach to creating long-term value for its stakeholders. COS is a strategic
model that harmoniously integrates economic, social, and environmental issues into
business operations. The objective of the research is to determine and measure the
influence of COS on the performance of small and medium-sized (SMS) tourism
businesses and the mediating role of employee engagement (ENG), local community
participation (COM), and investor commitment (INV) in this relationship.

Method - This study uses a survey to collect data. The sample with 405 observations is
collected by the non-probability method. The respondents are tourism business managers.
Partial least squares path modeling (PLS-SEM) assesses the model and research
hypotheses.

Findings - Research results show a direct and indirect effect of ENG, COM, and INV on
the performance of SMS tourism businesses in Southern provinces of Vietnam.

Limitations - Local government policy is a crucial factor influencing SMS tourism

businesses' performance but has yet to be considered. The scope of this study needs to be
broadened to generalize the findings and turn them into theory.
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Contributions to Literature - This research makes a valuable contribution to the
existing literature by empirically investigating the impact of COS, ENG, COM, and
INV on business performance (PER).

Practical Implications - SMS tourism businesses can effectively allocate resources to
important COS factors to strengthen ENG, COM, and INV to improve PER.

Social implications - Research results can positively impact the stakeholders” awareness,
attitudes, and behaviors toward sustainable tourism (SUT) development in areas,
countries, and regions.

Originality - This study examines the impact of the three pillars of COS and the
behaviors of the main stakeholders on the PER. Furthermore, the study highlights the
mediating role of ENG, COM, and INV in the relationship of COS and PER.

Keywords: Tourism Business Performance, Corporate Sustainability,
Community Participation, Employee Engagement, Investor Commitment.

Reference to this paper should be made as follows: Tam, V.T. & Phong, V.T.
(2024). Corporate sustainability, employee engagement, local community
participation, investor commitment, and the small and medium tourism business
performance: The case in southern provinces of Vietnam. Journal of Business and
Management, 29(2), June, 61-100. DOI: 10.6347 /JBM.202406_29(2).0003.

Introduction

Sustainable development (SUD) is a development model of the integrated
world, and COS is considered a component of SUD. The concept of COS is broadly
used to refer to a business approach to create long-term value for its stakeholders via
the implementation of development strategies focusing on economic, social, and
environmental issues (Triple bottom line - TBL) (Dyllick & Hockerts, 2002; Hahn et
al., 2017; Ashrafi et al., 2019). COS is an inevitable trend, an alternative to the
traditional growth and profit maximization model. However, this issue has not been
paid satisfactorily attention to in Vietnam.

The stakeholder theory (STT) is a fundamental approach to explain why COS
is implemented and why ENG will increase. According to this theory, a business can
only exist if it can meet the needs of the stakeholders (Freeman, 2015). STT implies
the influence of the stakeholder in the relationship between COS and PER. ENG,
INV, and COM mediate in the COS’s relationship with the PER.

There have been many studies on COS (Sy, 2016; El et al., 2018; Boiral et al.,
2019). The relationships between the quality environment, equity society, and
prosperity economics have always been a central research topic on COS (Menguc et
al., 2010). Many studies have shown COS'’s positive impact on PER (Eccles et al., 2014;
Tomsic et al., 2015; Sy, 2016; El-Khalil & El-Kassar, 2018). However, most of these
studies are conducted in developed countries and the cases of large industrial
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corporations. Studies on the direct effect of COS on the performance of SMS
businesses in the tourism industry (TIN) and indirectly through the mediating role
of ENG, COM, and INV are still very scarce.

Tourism is an industry that offers many opportunities for socio-economic
development but can also recognize potentially negative impacts such as global
warming and climate change (Kallio, 2018). COS is an approach towards sustainable
tourism (SUT) development. Therefore, the topic of COS in tourism needs to be
researched to explore it more deeply, especially in the conditions of developing
countries.

In Vietnam, most businesses are not interested in something other than COS
but focus only on short-term economic benefits. After explosive growth, Vietnam's
tourism faces a sustainability problem (Vietham Tourism Department, 2020).
Environmental and social issues arising from tourism development (TOD), including
the Southern provinces of Vietnam (SPV), are being raised. Therefore, studying SMS
tourism PER in the SPV is an important research direction for SUD.

Literature Review

Related Theories

The literature identifies various individual positive theories in sustainability
studies, including the legitimacy theory, the stakeholder theory, the institutional
theory, and the signaling theory.

Theory of Legitimacy

According to the legitimacy theory, businesses will participate in activities for
the SUD goals and transparently report these activities. The theory is widely used in
research on COS to explain why businesses are involved in the implementation of
SUD goals.

Institutional Theory

In line with institutional theory, external social, political, and economic
pressures impact business strategies and decisions. The theory explains how changes
in social values and regulations influence business decisions on COS activities.
Businesses are increasingly interested in carrying out activities to implement the
SUD goals and receive widespread consensus.

Stakeholder Theory

According to stakeholder theory, businesses always try to balance the interests of
different stakeholders and manage the cohesive influences in the relationship

63



Tam & Phong / Journal of Business Management, 29(2), June 2024, 61-100.

between the stakeholders and the business. Accordingly, corporate strategies for
SUD will positively affect the commitment and participation of stakeholders.

Signaling theory

Signaling theory related to information asymmetry. Signaling theory helps
explain two parties’ behavior when they access different information. The
relationship between signal theory and the business’s performance is that broader
disclosure will give a positive signal to the stakeholders. Thus, information
disclosure and transparency about CSR will build trust for relevant stakeholders,
namely employees, investors, and the community.

Research concepts
Business Performance

The concept of PER differs from the broader concept of organizational
effectiveness (ORE). According to Venkatraman & Ramanujam (1968), a more
general structure consisting of three overlapping concentric circles is financial
performance, organizational performance, and the largest circle representing ORE.
PER includes all aspects of the business function (Cameron, 1986). PER is a subset of
ORE, including both operating and financial results. Generally, PER refers to the fact
that a business can meet its goals. The identification and measurement of the PER is
a multi-dimensional approach. Besides the multi-dimensional concept, PER is also a
multi-disciplinary issue because performance in distinct areas is divergent
depending on different evaluation criteria businesses define. With a certain degree of
generalization, PER can be understood as the result of achieving business strategic
objectives. For this study, PER is evaluated from the stakeholders’ point of view and
is a multi-dimensional concept, considered according to the approach based on
resources, internal processes, and objectives.

Corporate sustainability

The concept of sustainability, which stems from SUD, is considered broad or
has a macro view (Baumgartner & Ebner, 2010). Thus, its understanding and
applicability from a business perspective must be clarified (Bansal, 2005). According
to Baumgartner and Ebner (2010), when a firm incorporates SUD, it is called COS.
Therefore, it can be said that COS is a strategic initiative to develop abilities to create
long-term value by meeting stakeholders” current and future economic, social, and
environmental needs. COS aims to create long-term stakeholder value by
implementing a business strategy focusing on the business's ethical, social,
environmental, cultural, and economic dimensions.

There are three pillars of COS, namely the environmental, the socially
responsible, and the economic aspects. The economic pillar is about ensuring
businesses can survive and thrive to make a long-term positive impact. The social
pillar relates to practices that promote the health, safety, and well-being of
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employees, customers, and communities. The environmental pillar includes
strategies to eliminate and offset greenhouse gas emissions, use green energy,
eliminate toxic hazards, use green and circular production, reuse or recycle materials,
and manage waste, reducing the carbon footprint throughout the value chain.

A review of the literature suggests that the concept of COS borrows elements
from four more established concepts: (i) SUD, (ii) corporate social responsibility
(CSR), (i) STT, and (iv) corporate accountability (CAC) theory. SUD is a
development that meets the needs of the present without compromising the ability
of future generations to meet their own needs (United Nations General Assembly,
1987). COS is the corporate dimension of SUD. COS is the transfer of society’s
concept of SUD to the business context in a fundamental way that enables a firm to
achieve the twin goals of SUD and organizational objectives (Baumgartner and
Ebner, 2010). On the other hand, COS is closely related to CSR, though it is a distinct
business practice. CSR is a broader term generally used to describe practices or
actions a business has taken to advance social and environmental causes. COS,
however, is a business strategy that positively impacts the environment and our
communities. Where CSR is about what a business has achieved, COS is all about
how a business will achieve environmental, societal, and economic goals and remain
viable for years. The COS concept is more inclusive than the CSR concept because it
suggests a balance between leading and managing for short- and long-term results
and responsibility inside and outside the business.

Employee Engagement

ENG is a concept in human resources that refers to the degree to which
employees are invested in, motivated by, and passionate about the work and the
company for which they work. ENG has been evaluated as a predictor of employee
retention in several studies (Meyer and Allen, 1991, 1997, Mowday et al., 1979;
Mowday et al., 1982; Balfour & Wechsler, 1996; Tuna et al., 2016). ENG has also been
studied as a predictor of employee effectiveness in carrying out the mission and
vision of organizational leadership (Singh & Gupta, 2015).

Investor Commitment

A commitment is a giving of self even when one’s reputation, integrity, heart,
and life are on the line. Commitment entails sacrifice. Therefore, committing
involves seriousness of disposition, sincerity of decision, and steadfastness towards
completion. Commitment is one of the values that underpin strong and mutually
beneficial relationships. Investors play a key role in funding and supporting
businesses in the business world. They may also provide valuable connections,
expertise, and mentorship. A commitment is an investor's legally binding obligation
to make contributions of capital to a fund. INV means an offer by an investor
concerning an investment to fund such investment in such amount as the investor
may indicate in its proposal.
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Community Participation

Cenea (1991) defines COM as giving people more opportunities to participate
effectively in development activities and empowering people to mobilize their
capacities, be social actors rather than passive subjects, manage their resources, make
decisions, and control the actions that affect their lives. COM is meaningful,
consistent involvement in activities that support and improve social well-being.
COM is central to many tourism development strategies, both in developed and
developing countries, and contributes one of the key objectives for a sustainable
management approach to resources (Plamer & Lester, 2005). For SUT, COM comes in
many different forms, such as volunteering, participating in an event, hosting an
event, providing a homestay, etc.

The Related Research
The Studies concerning Corporate Sustainability

Shamil et al. (2012) assessed the direct relationship between COS and financial
performance. The limitation of this study is that it is only qualitative research.
Meanwhile, Eccles et al. (2014) studied COS for organizational processes and
performance. The research results show that firms with high COS practices have
better results than those with low COS practices regarding both stock market and
accounting performance. Tomsi¢ et al. (2015) analyzed the relationship between COS
and operational performance. The research results show that the EU's small and
medium enterprises (SMEs) must constantly balance economic effectiveness with
CSR and environmental protection to maintain successful sustainable operations in a
fiercely competitive market. At the same time, Font et al. (2016) analyzed the COS of
SMS businesses. The research has discovered that SMS tourism organizations are
engaged in more sustainable practices than expected. The study also shows a need
for more specific studies on COS in SMS businesses.

The Studies concerning Employee Engagement

Collier & Esteban (2007) reviewed research on ENG and organization
implementation CSR. In the studies, CSR is the central plan in cooperation to seek
expected benefits and a sustainable future. In addition, the research by Messner
(2013) shows that corporate culture (COC) is the key to influencing employee
retention (ERE). COS can also be considered as the foundation for the formation of
COC. The research by Choi & Yu (2014) also shows that employee awareness of
sustainable practices improves employee loyalty and organizational performance,
and organizational citizenship behavior plays a mediator role between sustainable
activities and organizational performance. In addition, the research by Liu et al. (2022)
confirms that ENG improves the performance of tourism businesses. Ali et al. (2010)
also found a positive relationship between ERE and PER.

The Studies concerning Local Community Participation
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Byrd (2007) argues that for SUT development to be successful, government
agencies must participate in this process. The research by Tosun (1999) also shows
that COM in TOD is inconsistent in different tourist destinations in developing
countries. Choi & Sirakaya (2005) assessed residents’ attitudes, feelings, and
perceptions towards SUT. The research indicates that communities have a dominant
role in achieving the overall goals of TUD. Tosun (2006) examined the nature of the
COM that different interest groups expect. According to Tosum (1999), other
stakeholders participate in TUD in various ways that are related to their power in a
given community. Research by Wei et al. (2012) shows that COM is a vital solution
for promoting SUT in tourist destinations. Thammajinda (2013) has also explored
how SUT in Thailand. The research results show that social capital, power relations,
and cultural factors strongly affect local COM.

Generally, most of the studies mainly focus on assessing the role of PER in
developing SUT. The impact of COS on COM as an essential element of stakeholders
who influence the attitudes and behaviors of other stakeholders, such as employees,
investors, and other stakeholders, has yet to be thoroughly considered.

The Studies concerning Investor Commitment

Research by Lo & Sheu (2007) shows that investors positively evaluate the
efforts of sustainable businesses to implement COS strategies. Rodgers et al. (2013)
argue that once enterprises conduct activities for SUD, they will help improve
market value and enhance the financial viability of businesses. This helps to enhance
the INV to businesses because investors positively perceive the company’s efforts for
social and environmental goals. Research by Carter and Huby (2005) also shows that
ethical investors engage in activities embodying all ecological citizenship
characteristics. Lo & Sheu (2007) examined the effect of COS on the market value of
businesses and showed a significantly positive relationship between COS and the
market value of businesses. The research results by Pasewark & Riley (2010) show
that investors consider personal value besides financial factors when choosing
investment. Silver et al. (2010) indicate that the willingness to invest in SMEs
increases, which in turn leads to a closer working relationship between businesses
and financiers and a greater level of commitment of investors, which leads to greater
market access for SMEs.

In conclusion, most studies on investor commitment only consider the

influence of investor attitude and behavior on PER, especially in financial terms. The
effect of COS on attitude and investor behavior is still a research gap.

The Research Model
Corporate Sustainability and Business Performance

Literature on the relationship between COS and PER needs to be more
conclusive. There are many views on the relationship between COS and PER, mainly
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social and environmental. Scholars also support the idea that COS shall directly and
indirectly impact PER. Therefore, to remain competitive, firms must incorporate
sustainability into their corporate strategy, which requires them to reform, redesign,
and restructure (Shrivastava, 1995).

To achieve COS, businesses must integrate the three principles of SUD into
their daily routines. It means that businesses conduct activities related to economic,
social, and environmental aspects associated with the strategies of business in the
short as well as long term (Steurer et al., 2005; Baumgartner & Ebner, 2010; Lozano,
2015; Hahn et al., 2017). To be seen as sustainable, a business needs COS strategies
regarding stakeholders and contribute to the continuous improvement of social
sustainability (SOS), economic sustainability (ECS), and environmental sustainability
(ENS) status quo (Dyllick&Mulff, 2016; Székely & Brocke, 2017). The concerning
studies show that COS positively affects PER (Eccles et al., 2014; Tomsic¢ et al., 2015;
El-Khalil & El-Kassar, 2018). From there, the research hypothesis is formulated as
follows:

H1: COS has a positive effect on SMS tourism PER.

H1a: ECS has a positive effect on SMS tourism PER.

H1b: SOS has a positive impact on SMS tourism PER.

H1lc: ENS has a positive impact on SMS tourism PER.
Corporate Sustainability and Employee Engagement

To date, there are few studies demonstrating that there is an assured
relationship between CSR and ENG. Glavas & Piderit (2009) found that the impact
on the safety of employees comes from employees' positive perception of CSR,
which is reinforced by the importance of CSR for employees. The research by
Caligiuri et al. (2013) also shows a confident relationship between CSR and ENG.

COS is similar to CSR, and certain aspects of these concepts overlap
theoretically. However, COS is conceptually different from CSR. The objective of this
study is to determine the effect of COS on ENG. Therefore, the research hypotheses
put forward are:

H2: COS has a positive effect on ENG.

H2a: ECS has a positive effect on ENG.

H2b: SOS has a positive effect on ENG.

H2c: ENS has a positive effect on ENG.

Corporate Sustainability and Local Community Participation
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When there is COM in tourism, potential conflicts between stakeholders and
obstacles to TUD can be eliminated (Inskeep, 1991; Tosun, 2006). By participating in
TUD and reaping some benefits, local communities will actively protect tourism
resources and support TUD to accelerate the socio-cultural transformation of locals.
From there, the COS will promote the local COM into TUD. Therefore, the research
hypothesis is posed as follows:

H3: COS has a positive effect on COM.

H3a: ECS has a positive effect on COM.

H3b: SOS has a positive effect on COM.

H3c: ENS has a positive effect on COM.
Corporate Sustainability and Investor Commitment

Silver et al. (2010) argue that investing in businesses provides more support
for businesses in the investment process. Investors spend more time with businesses
in their portfolios and advise businesses (Silver et al., 2010). In recent years, investors,
creditors, and financial evaluators have begun to emphasize the importance of COS
for other stakeholders rather than focusing solely on shareholders (Rodgers et al.,
2013). In addition, investors are becoming more aware of the COS in today’s
capitalist society (Lo & Sheu, 2008). If businesses operate to balance economic, social,
and environmental aspects harmoniously, they will receive the support and
commitment of investors. At the same time, many studies show that CSR and
investor benefits have a positive relationship (Bowman, 1973; Nilson, 2009). In
contrast, research by Milne & Chan (1999) shows that most investors do not consider
CSR when making investment decisions. Therefore, this study examines the impact
of a concept similar to CSR, namely COS, on investors’ commitment. The research
hypothesis put forward is:

H4: COS has a positive effect on INV.

H4a: ECS has a positive effect on INV.

H4b: SOS has a positive effect on INV.

H4c: ENS has a positive effect on IN'V.
Employee Engagement and Business Performance

According to Kahn (1990), ENG is the self-exploitation of business members
into their roles and work. In participation, people use and express themselves

emotionally, cognitively, and physically during role performance. O'Reilly (1989)
argues that ENG is the psychological state of employees with a business, such as
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employee involvement in their work, their loyalty to the vision and mission of the
business, and their willingness to act on behalf of the business.

When the employees believe that their values are fully reflected in the
organization, they are more likely to be loyal to the organization in the long run
(O'Reilly & Chatman, 1986; Muathe & Maina (2017); Muller et al., 2018). From there,

the research hypothesis is developed as follows:
Hb5: ENG has a positive effect on SMS tourism PER.
Local Community Participation and Business Performance

The concept of COM in tourism originates from the concept of COM in TUD
studies (Tosun, 1999). Murphy (1983) proposed the concept of COM in TUD. To date,
scholars and scientists have the common judgment that the participation of the local
community will facilitate the implementation of SUT development principles
(Simmons, 1994; Tosun, 1999, 2000, 2006). Put differently, COM is designed in a way
that motivates stakeholders to be involved in development by mobilizing their
resources, determining their needs, and making decisions (Stone, 1989). This implies
that COM is a development strategy based on community resources, conditions, and
decisions. Therefore, the community is a critical player in this development process.

H6: COM has a positive effect on SMS tourism PER.
Investors' Commitment and Business Performance

Some studies show that the stability of investment institutions positively
impacts the PER (Wei & Varela, 2003; Jiang & Liu, 2021). However, research by Lixin
and Tian (2004) shows that institutional investors negatively affect PER. Therefore,
this paper aims to assess the effect of INV on SMS tourism PER. The research
hypothesis built is:

H7:INV has a positive impact on SMS tourism PER.
Employee Engagement and Local Community Participation

In addition, according to the concept of stakeholders, the local community is a
dominant stakeholder in SUT development that will have a considerable influence
on the attitudes and behaviors of other stakeholders, including employees. Therefore,
the hypothesis is stated as follows:

H8: COM has a positive effect on ENG.

Local Community Participation and Investor Commitment

In line with the stakeholder theory, the local community, as an important
stakeholder in SUT development, will significantly impact the attitudes and
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behavior of other stakeholders, including investors. From there, the research
hypothesis is stated as follows:

H9: COM has a positive effect on INV.

The Mediation Effects

The research also attempts to evaluate the mediation effects of the variables. The
hypotheses are stated as follows:

H10: ENG is a mediator of COS and PER.
H11: COM is a mediator of COS and PER.
H12:INV is a mediator of COS and PER.
H13: INV is a mediator of COM and PER.
H14: COM is a mediator of ENG and PER.
H15: COM is a mediator of COS and IN'V.

H16: COM is a mediator of ENG and INV.

Furthermore, this study will assess the moderation of businesses” size, type,
and operation field on the relationship of constructs in the structural model.

H17a: Business size moderates the relationship between COS, COM, ENG, INV, and
SMS tourism PER.

H17b: The business field moderates the relationship between COS, COM, ENG, INV,
and SMS tourism PER.

H17c: Business type moderates the relationship between COS, COM, ENG, INV, and
SMS tourism PER.

Proposed Research Model
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Figure 1: Proposed Conceptual Research Model
Source: This study

Research Method

Research Methodology

PLS-SEM is a critical multivariate analysis method for researchers and
scholars. In tourism research, PLS-SEM analysis is becoming more popular (Ali et al.,
2018). PLS-SEM offers advantages over Covariance-Based Structural Equation
Modelling (CB-SEM) because it does not require distributional assumptions (Ringle
et al., 2012). SmartPLS gives easy access to the method. SmartPLS is designed
explicitly for structural equation modeling (SEM) analysis that allows researchers to
analyze complex relationships between variables and test hypotheses in their data.
SmartPLS is widely used in different research fields, including business
management (Hair et al., 2016). Since SmartPLS is programmed in Java, it can be
executed and run on different computer operating systems, such as Windows and
Mac. Therefore, the PLS-SEM method and SmartPLS are utilized for this study.

Measurement Scales

The wide range of frameworks for measuring COS performance is mainly due
to the delivery of COS definitions (e.g., environmental sustainability, corporate
citizenship, eco-efficiency, and triple-bottom-line) as they transferred from the
general concept of sustainability, for this study uses the Triple Bottom Line to
measure COS performance with economic, social, and environmental frameworks.
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Measuring ENG can be done by determining the results of an engagement or
determining the drivers of ENG, such as teamwork, trust in leadership and
coworkers, career development, communication, change management, confidence in
the future, and individual needs like pay, value, and recognition. In this study, ENG
is measured by engagement outcomes. In this study, INV is measured by the extent
to which investors participate in financing start-up and entrepreneurship activities
or SUT development projects of businesses. The level of influence of the local
community on local sustainable tourism development measures COM. Specifically,
local communities are taking leadership roles as innovative entrepreneurs and
workers, sharing ideas, having a voice in the decision-making process for local
tourism development, being consulted on tourism policies, being reviewed
accordingly, and participating in tourism events.

From the above point of view, the measurement scales of variables are
developed. The draft scale inherits the original scale of 30 observed variables (see
Table 1). The draft scale was supplemented and completed by a focus group
discussion of 7 experts who are leaders of tourism businesses, local government
officials, and university lecturers.

Table 1: Measurement Scales.

Constructs Encoded | Quantity of References

scales observables
Social sustainability SOS 5 Chow & Chen (2012)
Environmental ENS 4 Chow & Chen (2012)
sustainability
Economical sustainability ECS 4 Chow & Chen (2012)
Employee engagement ENG 5 Shuck et al. (2017)
Investor commitment INV 3 Wagemans et al. (2013)
Community participation COM 3 Tosun (2006)
Business performance PER 6 Hernaus et al. (2012)

Source: Result of qualitative research
Qualitative Research

To re-evaluate the research model and the validity of the measurement scale
in the context of this study, interview experts applying a structured questionnaire

are exploited. The following requirements when designing the focus group:

(i) the homogeneity among group members: The members could share their
knowledge as well as experience about COS and tourism;

(ii) the definite heterogeneity: the conflict among group members is a critical
issue for an effective group discussion;

(iii) Group size affects the quantity and quality of the needed information.
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To obtain the most adequate information, the authors designed the
composition of an expert group of 7 people who have gained knowledge and
experience in tourism, including people who have several years working in tourism
businesses, researchers and lecturers from universities, and officials of local
government agencies.

Based on the results of the focus group discussion, the authors performed a
pilot test on the reliability of the questionnaires. The respondents are 30
representatives of tourism businesses in SPV. The sampling method is purposive.
The results of the pilot test show that the questionnaire meets the reliability.

Preliminary Study in Quantitative Research

A quantitative preliminary study was conducted to assess the reliability of the
scale-built-in qualitative research. The sample size is 100. A group of subjects is
selected using the purposive method. The respondents were the representatives of
businesses in SPV. Statistical software SmartPLS is utilized to process collected data.
The assessment of the value of the indicators, the reliability and validity, and the
convergent and discriminant values are conducted. The outer loadings are estimated
and evaluated. Outer loadings are the estimated relationships in reflective
measurement models. They determine an item's absolute contribution to its assigned
construct. The results show that all Outer loadings of the indicators are greater than
0,7, all CR of the constructs are greater than 0.7, and all Extracted variances (AVE) of
the scales are greater than 0.5 (see Table 2). This proves that all scales are convergent.

Table 2: Outer Loadings of Indicators.

Indicators COM ECS ENG ENS INV PRE SOS

COM1 0.924

COM2 0.912

COM3 0.911

ECS1 0.841

ECS2 0.761

ECS3 0.905

EC54 0.855

ENGI1 0.706

ENG2 0.914

ENG3 0.871

ENG4 0.886

ENG5 0.902

ENS1 0.889

ENS2 0.765

ENS3 0.851

ENS4 0.727

INV1 0.868

INV2 0.879
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Indicators COM ECS ENG ENS INV PRE SOS
INV3 0.857

PER1 0.826

PER2 0.854

PER3 0.861

PER4 0.798

PER5 0.857

PER6 0.836

SOS1 0.832
SOS2 0.831
SOS3 0.790
SOs4 0.785
SOS5 0.914

Source: The result of collected data processing with SmartPLS 4

Table 3: Composite Reliability and Average Variance Extracted.

Composite
Cronbach's | Composite Reliability Average Variance
Alpha Reliability (rho_a) | (rho_c) Extracted (AVE)
COM | 0.904 0.907 0.940 0.838
ECS 0.862 0.872 0.907 0.709
ENG |0.909 0.927 0.933 0.738
ENS 0.825 0.848 0.884 0.657
INV 0.837 0.838 0.902 0.754
PRE 0.916 0.918 0.935 0.704
SOS 0.887 0.891 0.918 0.691

Source: The result of collected data processing with SmartPLS 4

Discriminant validity is demonstrated by evidence that measures of
constructs that theoretically should not be highly related to each other. Discriminant
validity was examined using the Heterotrait-Monotrait ratio of correlation (HTMT).
The HTMT index of the indicators is less than 0.85 (see Table 4).

Table 4: HTMT Ceriteria

Construct | COM ECS ENG ENS INV PRE SOS
COM
COSs 0.592
ECS 0.429
ENG 0.484 0.515
ENS 0.434 0.473 0.648
INV 0.777 0.336 0.625 0.363
PRE 0.606 0.498 0.851 0.709 0.694
SOS 0.572 0.503 0.715 0.647 0.633 0.736
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Source: The result of collected data processing with SmartPLS 4
Quantitative Research

The authors conducted the direct interview using a questionnaire with a 5-
level Likert scale sent to representatives of tourism businesses, including SMS
businesses operating in travel, hotels, restaurants, and transportation fields in the
SPV. Statistic software SmartPLS 4 is used to process the collected data.

Research Sample

The sample size of an unknown population is determined by a formula
proposed by Cochran (1977):

n=Z%p*(l-p)/e 1)
Where:
“Z” - With the selected 95% confidence interval reliability, Z is 1.96.
“p” - The success rate in sample size estimation (choose p = 0.5).
“e” - The permissible error (choose e = £0.05).
Thus:

n = 1.962*0.5*(1-0.5)/0.05%2 = 384 observations.

Therefore, the authors project that the sample size of this study is 400
observations.

Data Collection Method

Purposive and snowball sampling methods distributed 450 questionnaires.
The results obtained were 420 questionnaires, of which 15 were invalid and 405 were
used. Data is processed by SmartPLS 4 software. Types, sizes, and business fields of
tourism businesses classify the research sample. The classification of Vietnam
government selected the size of SMS businesses.

To avoid the possibility of dishonesty in the survey, the authors attempt not
to make use of trigger questions related to the beliefs and behaviors of respondents,

to include superfluous questions, to restrict emphasis on the significance of this
study, to make immediate responses, and to avoid offering any material incentives.

Results and Discussion
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Sample Statistics

The research sample with 405 observations was processed. Sole
proprietorships account for 122 observations, equivalent to 30.1%; limited liability
companies account for 183 observations, equivalent to 45.2%; joint stock companies
account for 46 observations, equivalent to 11.4%; and others account for 46
observations, equivalent to 13.3%. Business sizes under 20 people account for 82
observations, equivalent to 20.2%; from 20 to 49 accounts for 135, equivalent to 0.33%;
from 50 to 99 accounts for 108, equivalent to 26.7%; and from 100 accounts for 80
accounts, equivalent to 19.8%. In terms of business fields, the hotels account for 102
observations, equivalent to 23.5%; the restaurants account for 194 observations,
equivalent to 30.9%; the travel companies account for 42 observations, equivalent to
10.4%; and the transportation companies account for 67 observations, equivalent to

16.5%.
Assessment of the Measurement Model for the Lower Order Constructs (LOC)
Outer Loadings

The assessment of the reflective model at the lower order of the economic,
social, and environmental sustainability scales shows that the Outer Loadings of all
variables are greater than 0.7 (see Figure 2). The result also shows that all Outer

loadings of contracts for the complete data set are greater than 0.7 (see Table 5).

Table 5: The Outer Loadings of Constructs

Complete Sample
COM ENG INV PER

Constructs

COM1 0.897

COM2 0.876

COM3 0.857

ENGI1 0.730

ENG2 0.856

ENG3 0.855

ENG4 0.818

ENG5 0.846

INV1 0.840

INV2 0.858

INV3 0.818

PER1 0.768

PER2 0.803

PER3 0.805

PER4 0.782

PERS5 0.801

PERG6 0.811
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Source: The result of collected data processing with SmartPLS 4
Construct Reliability and Validity

Validity and reliability are two critical concepts in quantitative analysis that
ensure the accuracy and consistency of the research results. Validity and reliability
are evaluated by composite reliability (CR) and average variance extracted (AVE).
The measurement criteria are that CR is not less than 0.7 and AVE is not less than 0.5
(Hair et al., 2016). The results of collected data processing show that composite
reliability is more significant than 0.7, and the AVE of all scales is greater than 0.5.
Thus, the scales have an internally consistent level of confidence, all convergent (see
Table 6).

Table 6: Construct Reliability and Validity

C . . Average
Cronbach's omposite Composite Variance
Constructs Aloh Reliability Reliability Extracted
pha (rho_a) (rho_c) xracte
(AVE)
COM 0.849 0.855 0.909 0.768
ECS 0.844 0.845 0.895 0.681
ENG 0.880 0.889 0.912 0.676
ENS 0.752 0.765 0.842 0.572
INV 0.789 0.791 0.877 0.704
PER 0.884 0.887 0.912 0.632
SOS 0.860 0.862 0.899 0.640

Source: The result of collected data processing with SmartPLS 4
Path Coefficients and p Value

Path coefficients measure the effect of a causing factor (independent variable)
on a dependent variable indicated by the path coefficient. The quality assessment of
the lower-order constructs in the reflective model shows that all observed variables
possess Outer Loadings greater than 0.7. Thus, the observed variables in the model
are all significant (Hair et al., 2016). The bootstrapping results show that the Outer
Weights of the relationship between the lower-order constructs have p<0.05 (see
Table 7). Thus, the lower-order variables in the model are significant. The path
diagram is shown in Figure 2.
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Figure 2: Path Coefficients and p Value
Source: The result of collected data processing with SmartPLS 4
Table 7: Path Coefficients and p Value
Original Sample gt;;ril:lgf)i T statistics P values
sample (O) | mean (M) (STDEV) (]O/STDEV )
COM -> ENG | 0.144 0.141 0.044 3.278 0.001
COM ->INV | 0.290 0.288 0.048 6.018 0.000
COM -> PRE 0.157 0.155 0.039 3.976 0.000
COS > COM | 0.580 0.584 0.032 17.877 0.000
COS -> ENG 0.500 0.504 0.044 11.263 0.000
COS -> INV 0.357 0.360 0.046 7.770 0.000
COS -> PRE 0.401 0.404 0.050 8.004 0.000
ECS -> COS 0.360 0.359 0.024 14.917 0.000
ENG -> PRE 0.204 0.203 0.046 4412 0.000
ENS -> COS 0.410 0.410 0.026 15.823 0.000
INV -> PRE 0.165 0.164 0.040 4.092 0.000
SOS -> COS 0.477 0.476 0.027 17.843 0.000

Source: The result of collected data processing with SmartPLS 4

Discrimination Validity

The discrimination validity is demonstrated by evidence that measures of
constructs that theoretically should not be highly related to each other. The HTMT
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ratio of correlations is used to assess the discriminant validity. HTMT must be less
than 0.85 (Henseler et al., 2015). The results of evaluating the accuracy of the scale's
discrimination show that the HTMT of all variables is less than 0.85 (see Table 8). In
addition, the cross-loadings of all observed variables in the parent factor are also
greater than the entire cross-loading of that observed variable. This shows that all
the scales have discriminant values. The Bootstrap test to evaluate the HTMT shows
that all coefficients are less than 0.85. Thus, the scale has discriminant validity. That
means that indicators that measure one variable do not measure another variable.

Table 8: HTMT Ceriteria

Construct COM ECS ENG ENS INV PER SOS
COM

COS 0.509

ECS 0.497 0.464

ENG 0.610 0.507 0.519

ENS 0.607 0.410 0.545 0.453

INV 0.639 0.530 0.650 0.711 0.649

PER 0.516 0.407 0.567 0.652 0.585 0.668

SOS 0.516 0.407 0.567 0.633 0.585 0.668

Source: The result of collected data processing with SmartPLS 4
Assessment of the Measurement Models for Higher-Order Constructs (HOC)
Convergence Validity

Convergent validity refers to how closely the new scale relates to other
variables and measures of the same construct. The formative model of construct COS
was assessed using a repeated indicator method. A technique Chin (1998) introduced
is called redundancy analysis to measure casual scale convergence. The
measurement criterion for Convergent validity is that the standardized beta of the
complete coefficient is 0.708 (Hair et al., 2016). The results of the convergence
assessment by the technique of principal components analysis of instrumental
variables (redundant analysis) show that the Standardized Beta of the complete
coefficient is 0.741, the R? is 0.549, and the adjusted R?is 0.548 (see Figure 3). Thus,
the COS scale achieves convergence.

ECS
0.325 {0.000)

ENS  0.399 (0.000) 0.741 {u.mm—-h-emun (0.000) COSref2
0.531 (0.000)

SOS

COSref

COS

Figure 3: Formative Measurement of COS
Source: The result of collected data processing with SmartPLS 4
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Variance Inflation Factor (VIF)

The results of the multicollinearity evaluation of the reflective and formative
models show that all VIF values are less than 3 (see Table 9). The result of
bootstrapping with a sample size of 5000 shows that the structural model's path
coefficients were all significant p < 0.05.

Table 9: Results of Evaluation of the Higher Order Constructs

HOC | LOC | Outer P t Outer p t VIF
Weights | Value | Statistics | Loadings | Value | Statistics
COS | ECS 0.355 0.000 | 19.538 0.694 0.000 |7.871 1.237
SOS 0.523 0.000 |30.717 0.852 0.000 |7.259 1.446
ENS | 0.381 0.000 | 25.512 0.808 0.000 | 10.062 1.529
COM | COM1 | 0413 0.000 |29.492 0.897 0.000 | 66.660 2.198
COM2 | 0.371 0.000 |28.122 0.876 0.000 | 60.096 2.096
COMB3 | 0.356 0.000 |26.517 0.857 0.000 | 42.624 1.943
INV | INV1 |0.407 0.000 | 21.926 0.840 0.000 | 35.859 1.652
INV2 | 0.400 0.000 | 26.015 0.858 0.000 | 41.556 1.798
INV3 |0.385 0.000 |21.107 0.818 0.000 | 34.304 1.579
ENG | ENG1 | 0.197 0.000 | 12.996 0.730 0.000 |18.887 1.635
ENG2 | 0.275 0.000 | 23.140 0.856 0.000 |42.681 2.274
ENG3 | 0.251 0.000 | 22.678 0.855 0.000 |41.487 2.367
ENG4 | 0.233 0.000 |22.722 0.818 0.000 |30.977 2.094
ENG5 | 0.255 0.000 | 21.000 0.846 0.000 | 34.675 2.251
PER | PER1 |0.173 0.000 | 15.659 0.768 0.000 | 20.180 1.913
PER2 | 0.208 0.000 | 20.435 0.803 0.000 | 31.496 2.078
PER3 | 0.227 0.000 |22.672 0.805 0.000 |3.294 1.993
PER4 | 0.201 0.000 |18.708 0.782 0.000 | 25.488 1.926
PER5 |0.228 0.000 | 24.849 0.801 0.000 |31.488 1.964
PER6 | 0.219 0.000 | 20.919 0.811 0.000 | 30.455 2.110

Source: The result of collected data processing with SmartPLS 4
The Model Robustness Check

The model robustness check of this study is performed according to the PLS-
SEM framework in terms of nonlinear effect, endogeneity, and unobservable
heterogeneity.

Standard Model Assessment
The evaluation of the measurement models in terms of reliability and validity,

as well as discriminant validity, was conducted. The result shows that all constructs
satisfy the reliability and validity discriminant validity.
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Assessment of Nonlinear Effects

The evaluation of the Quadratic Effects between (i) COS -> INV, COS -> PER,
and COS -> ENG; (ii) COS -> SOS, COS -> ECS, COS -> ENS is conducted. The
outputs of bootstrapping with the samples of 5000 and using no sign changes
indicate no evidence of nonlinear effects. We, therefore, conclude that the linear
effects model is robust.

Assessment of Endogeneity

The evaluation of endogeneity was performed using Gaussian Copula. The
effects between SOS -> COS, COS -> INV, and COM -> INV are implemented. The
outputs of bootstrap with 5,000 samples and using no sign changes designate that
only the path between GC(SOS) -> COS has the effect of endogeneity with p-value =
0,033, GC(COS) -> INV has the effect of endogeneity with p-value = 0,032, and
GC(COM) -> INV has the effect of endogeneity with p-value = 0,030. Those PCI does
not contain value one. However, the effect size of GC(COS) -> INV and GC(COM) ->
INV is less than 0.02, and the effect size of GC(SOS) -> COS is low with 2 <0.35. We,
therefore, could assume that the endogeneity of the model is not so significant.

Assessment of Unobservable Heterogeneity

The unobservable heterogeneity of the model is determined with a Finite
Mixture of Partial Least Squares (FIMIX-PLS). The steps in this method are:

(i) Executing the FIMIX-PLS procedure.

(ii) Finding out the number of segments.

(iii) Interpretation of latent segment structure.
(iv) Evaluating the segment-specific models.

Theoretically, the minimum number of segments is designated by the largest
integer, which divides the sample size “n” by the minimum sample size (Hair et al.,
2006). In line with the G*Power formula, the minimum sample size equals 89. So, the
minimum number of segments is 405/74 = 4.6. Thus, the authors decide that the

minimum number of segments to judge unobserved heterogeneity is five.

The analyses point to a specific segmentation solution because the AIC, AIC3,
and AIC have equal segments (number 5). Thus, unobservable heterogeneity has a
crucial level that does not support the overall data set analysis results.

When segmenting in FIMIX of SmartPLS, the minimum sample size for any

group must be equal to or greater than 5%. Although, according to FIMIX, the
optimal number of segments is 5, the sample size of group 5 reaches only 2.6%. As it
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does not meet the requirements, analysis for segment 5 is not appropriate. In the
following sections, the authors use a partition number of 4.

From evaluating nonlinear effects, endogeneity, unobserved heterogeneity,
and partition analysis, there is no remarkable inconsistency between the complete
samples, partitions, and demographically classified groups. Thus, the structural
model is considered robust, and we could utilize the complete sample for further
assessments.

Assessment of Structural Model
Assessment of Quality of Variance of Higher-Order Model

Research results show that the p-value outer weights of COS and outer
loadings of ENG, PER, COM, and IVN are less than 0.05. Thus, these higher-order
latent constructs of the formative and reflective measurement model are reliable.
Moreover, the results of the multicollinearity evaluation of the formative models
show that all VIF values are less than 3 (see Table 9 and Table 10).
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Figure 4: Graphical Output of Structural Model
Source: The result of collected data processing with SmartPLS 4
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Table 10: Path Coefficients of the Higher-Order Model

Paths Outer t Outer t p
Loadings | Statistics | t Values | Weights | Statistics | Values

COM1 -> COM | 0.896 74.515 0.000 0.413 29.492 0.000
COM2 -> COM | 0.876 59896 0.000 0.373 28.122 0.000
COM3 -> COM | 0.857 43.962 0.000 0.356 26.517 0.000
ENG1 -> ENG | 0.730 20.354 0.000 0.197 12.996 0.000
ENG2 -> ENG | 0.857 418.476 | 0.000 0.275 23.140 0.000
ENG3 -> ENG | 0.855 43.686 0.000 0.252 22.678 0.000
ENG4 -> ENG | 0.818 34.310 0.000 0.233 22.722 0.000
ENGS5 <- ENG | 0.845 38.828 0.000 0.255 21.000 0.000
INV1 -> INV 0.841 44.376 0.000 0.407 21.926 0.000
INV2 -> INV 0.858 53.704 0.000 0.400 26.015 0.000
INV3 -> INV 0.816 39.019 0.000 0.385 21.017 0.000
PER1 -> PER 0.768 23.127 0.000 0.173 15.659 0.000
PER2 -> PER 0.804 35.095 0.000 0.208 20.435 0.000
PER3 -> PER 0.805 36.304 0.000 0.227 22,672 0.000
PER4 -> PER 0.781 29.077 0.000 0.201 18.708 0.000
PER5 -> PER 0.801 35.263 0.000 0.228 24.849 0.000
PER6 -> PER 0.811 33.615 0.000 0.219 20.919 0.000
ECS -> COS 0.694 19.544 0.000 0.355 7.875 0.000
ENS -> COS 0.808 25.525 0.000 0.381 7.265 0.000
SOS -> COS 0.852 30.729 0.000 0.523 10.068 0.000

Source: The result of collected data processing with SmartPLS 4

The test path coefficient results show that all constructs” Outer Loadings are
greater than 0.7 and Outer Weights are greater than zero with p-value <0.05. Thus,

the structural model is acceptable.

Construct Reliability and Validity

Table 11: Reliability and AVE of Constructs for Complete Sample.

Complete Sample

Construct Croan;ach's : Composite Average Variance
alpha Reliability (rho_a) Extracted (AVE)

COM 0.849 0.855 0.768

ENG 0.880 0.889 0.676

INV 0.789 0.791 0.704

PER 0.884 0.887 0.632

Source: The result of collected data processing with SmartPLS 4

The results of testing construct reliability and validity show that the CR of all
constructs is greater than 0.7, and AVE is greater than 0.5 with a p-value <0.05. Thus,
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all constructs are satisfied with the requirement of reliability and validity (see Table
11).

Assessment of Multicollinearity Statistics (VIF)

Table 12: Variance Inflation Factor (VIF).
Construct | VIF Construct | VIF Construct VIF
ECS 1.237 ENS 1.529 SOS 1.446
Source: The result of collected data processing with SmartPLS 4

The result of an assessment of VIF between the variables of lower order and
among the variables in the structural model indicates that all values of VIF are less
than 3 (see Table 12).

Path Coefficients of Structural Model

The bootstrap technique was employed with a sample size of 5000. The result
shows that COS has direct impacts on PER, COM, INV, ENG with path coefficients
of 0.409, 0.524, 0.332, and 0.475, respectively; ENG has a direct impact on PER with
path coefficient of 0.205; INV has a direct impact on PER with path coefficient of
0.170; COM has direct impacts on PER, INV, and ENG with path coefficients of 0.151,
0.306, and 0.161, respectively. The assessment of the effects shows that all path
coefficients are statistically significant, with p < 0.05 (see Figure 4 and Table 13).

Table 13: Path Coefficients of the Structural Model

Standard

Original Sample deviation | T statistics

sample (O) | mean (M) | (STDEV) | (]O/STDEV ) | P values
COM -> ENG 0.144 0.141 0.044 3.278 0.001
COM -> INV 0.290 0.288 0.048 6.018 0.000
COM -> PRE 0.157 0.155 0.039 3.976 0.000
COS -> COM 0.580 0.584 0.032 17.877 0.000
COS -> ENG 0.500 0.504 0.044 11.263 0.000
COS -> INV 0.357 0.360 0.046 7.770 0.000
COS -> PRE 0.401 0.404 0.050 8.004 0.000
ECS -> COS 0.360 0.359 0.024 14.917 0.000
ENG -> PRE 0.204 0.203 0.046 4412 0.000
ENS -> COS 0.410 0.410 0.026 15.823 0.000
INV -> PRE 0.165 0.164 0.040 4.092 0.000
SOS -> COS 0.477 0.476 0.027 17.843 0.000

Source: The result of collected data processing with SmartPLS 4
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Assessment of Coefficient of Determination (R?)

The coefficient of determination (R?) is a statistical measure that shows the
proportion of variation in a dependent variable explained by an independent
variable. R? is commonly used to assess whether a model is a good fit for the given
data set. Adjusted R? is a modified version of R? that considers the number of
predictor variables in the model. According to Hair et al. (2016), the values of R? are
0.25, 0.50, and 0.75 for the variables considered weak, moderate, and substantial,
respectively. Checking the level of explanation of the independent variables on the
dependent variable shows that the R? and adjusted R? values are as follows (see
Table 14):

Table 14: R2and Adjusted R? Coefficients.

Evaluation by Hair et
Model R2 Adjusted R2 al. (2016)
COM 0.330 0.328 Weak
ENG 0.340 0.336 Weak
INV 0.322 0.318 Weak
PER 0.582 0.578 Moderate

Source: The result of collected data processing with SmartPLS 4
Assessment of the Effect Size (f?)

The effect size f2 points out how meaningful the relationship between
variables or the difference between groups is. A large effect size means a research
finding has practical significance and vice versa. According to Cohen (1988), if f2 <
0.02, the impact level is considered extremely small or has no impact; if 0.02 < {2 <
0.15, the impact level is small; if 0.15 < {2 < 0.35, the impact level is medium, and if {2
> (.35, impact level is large.

Assessing the importance of the independent variables, f>2 shows that the
impact of COM on INV, COS on INV, ENG on COM, ENG on PER, and INV on PER
is considered low (f2< 0.15). The impact of COS on COM and PER is moderate (f2<
0.35), and the impact of COS on ENG is high (2> 0.35) (see Table 15).

Table 15: The Values of the Effect Size f2

Paths f-square Effect size by Cohen (1988)
COM-> ENG 0.026 Low
COM -> INV 0.093 Low
COM -> PER 0.033 Low
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Paths f-square Effect size by Cohen (1988)
COS -> COM 0.492 High

COS-> ENG 0.229 Moderate

ENG -> PER 0.064 Low

INV -> PER 0.045 Low

Source: The result of collected data processing with SmartPLS 4

Assessment of the Predictive Relevance Q?

Q? coefficient provides an internal measure of consistency between the
original and cross-validation predicted data. Q2 is an estimate of the predictive
ability of the model. According to Chin (2010), Q? > 0 implies the model has

predictive relevance, whereas Q2 < 0 represents a lack of predictive.

The index evaluating the predictive relevance Q? of each component model in
a structural model shows no predictive relevance for COS, with Q2= 0. Q2 values for
COM, ENG, and INV are greater than zero. That indicates that the model has

predictive relevance but is moderate (see Table 16).

Table 16: Value of the predictive relevance Q2.

SSO SSE Q2 (=1-SSE/SSO)
COM 170,233 130.187 0.235
COS 177.194 177.194 0.000
ENG 325.909 256.948 0.212
INV 155.284 116.229 0.252
PER 359.183 212.079 0.410

Source: The result of collected data processing with SmartPLS 4

Discriminant Validity of the Constructs

Table 17: Heterotrait-Monotrait Ratio of Correlations (HTMT)

Constructs COM ENG INV
COM

ENG 0.769

INV 0.646 0.744

PER 0.611 0.836 0.671

Source: The result of collected data processing with SmartPLS 4

Table 18: Heterotrait-Monotrait Ratio of Correlations (HTMT).

Constructs COM ENG INV
COM

ENG 0.497

INV 0.607 0.545

PER 0.639 0.650 0.649

Source: The result of collected data processing with SmartPLS 4
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Measuring constructs that, in theory, should not be tightly connected is how
discriminant validity is established. Both the Fornell-Larcker criterion and the
Heterotrait-Monotrait ratio of correlations (HTMT) are used to assess the
discriminant validity of the scales. Tables 17 and 18 show that the Average Variance
Extracted (AVE) square roots are more than the correlations in the same column. The
HTMT index of latent variables is verified to be less than 0.85 (Henseler, 2017). High
discriminant validity is confirmed by bootstrapping tests and cross-loading tests,
which show that the scales effectively represent the target constructs without
appreciable interference from other latent variables.

Examining the Mediating Role of Variables in the Model

Examining the mediating role of variables in the structural model shows that
the total indirect effects for all indirect relationships are statistically significant, with
a p-value <0.05. This shows an indirect relationship of the variables in the model.

The total effect test shows that each effect of the independent variables on the
dependent variable in the structural model is statistically significant, with a p-value
< 0.05. The results of the concepts” direct, indirect, and total effects are presented in
Table 19.

Table 19: Direct, Indirect, and Total Effect

Dependent
variable Effect Employees | Investors Community | Business

Indepen- Engagement | Commitment | Participation | Performance
dent variable
Corporate Direct | 0.475 0.332 0.574 0.409
Sustainability | Indirect | 0.093 0.177 0.290
(COS) Total 0.568 0.509 0.574 0.699
Employees Direct 0.205
Engagement | Indirect
(ENG) Total 0.205
Investors Direct 0.170
Commitment | Indirect
(INV) Total 0.170
Community | Direct 0.306 0.151
Participation | Indirect 0.085
(COM) Total 0.306 0.236

Source: The result of collected data processing with SmartPLS 4

Examining the Effect of Qualitative Variables

Many researchers have begun to consider the notion of heterogeneity of pool
data. Chin and Dibbern (2010) stressed that ignoring heterogeneity often leads to

questionable

conclusions.

Therefore,

multigroup
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recommended approach to address this concern. MGA on business demographic
variation aims to clarify differences between business groups by the important
demographic variables. From the results of MGA, businesses could develop
appropriate policies to influence the performance of certain groups of businesses in
different business environments.

The result of MGA accomplished with measurement invariance of composite
models (MICOM) assessment shows that business sizes, types, and business fields
moderate the relationships of the constructs in the structural model. There needs to
be more consistency in the path coefficients in the structural model. The result of
assessing the effect of business types on the relationship of the variables in the model
shows that the path coefficient of COM -> INV of the Joint Stock companies is
greater than that of the Limited Liability Companies with a difference of -0.399; the
path coefficient of COM -> PER of limited liability companies is smaller than that of
sole proprietorships with a difference of -0.265; the path coefficient of COS -> COM
of the Joint Stock companies is greater than that of the Limited Liability Companies
with a difference of 0.209; and the path coefficient of COS-> COM of the Limited
Liability Companies is smaller than that of the others with a difference of -0.205 (see
Table 20).

Table 20: Path Coefficients of the Model under Effect of Business Types

Path Coefficients of the Model under Effect of Business

Types
Paths Joint Stock Limited Sole s;lue

. | Liability Proprietor- | Others | Difference
Companies . .
Companies | ships

COM >INV | 0.345 0.744 -0.399 0.040
COM -> PER 0.071 0.336 -0.265 0.032
COS-> COM | 0.752 0.543 0.209 0.025
COS-> COM 0.543 0.748 |-0.205 0.027

Source: The result of collected data processing with SmartPLS 4

The results of MGA analysis for the business fields show that the path
coefficient of COM->INV of the hotels is greater than that of the restaurants with a
difference of 0.274 and p-value of 0.020; COM->INV of the hotels is greater than that
of the travel companies with a difference of 0.626 and p-value of 0.003; the path
coefficient of COM->INV of the hotels is greater than that of the transportation
companies with a difference of 0.478 and p-value of 0.019; the path coefficient of
COS->ENG of the hotels is smaller than that of the travel companies with a
difference of -0.507 and p-value of 0.012; the path coefficient of COS->ENG of the
restaurants is smaller than that of the travel companies with a difference of -0.381
and p-value of 0.026; the path coefficient of COS->ENG of the hotels is smaller than
that of the travel companies with a difference of -0.507 and p-value of 0.012; and the
path coefficient of COS->INV of the hotels is smaller than that of the travel
companies with a difference of -0.452 and p-value of 0.027 (see Table 21).
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Table 20: Path Coefficients of the Model under Effect of Business Fields

Path Coefficients of the Model under Effect of Business
Fields p-
Paths Restau- | Travel Tr?nspor- . value
Hotels . tation Difference
rants Companies .
Companies

COM ->INV | 0.527 |0.250 0.274 0.020

COM >INV | 0.689 0.063 0.626 0.003

COM ->INV | 0.689 0.211 0.478 0.019

COS -> ENG 0.334 0.536 -0.,202 0.026

COS -> ENG 0.460 0.841 -0.381 0.026

COS -> ENG 0.334 0.841 -0.507 0.012

COS -> INV 0.126 0.578 -0.452 0.027
Source: The result of collected data processing with SmartPLS 4

Table 22: Path Coefficients of the Model under Effect of Business Size
Path Coefficients of the Model under Effect of p-
Paths Business Size value
Under 20 |20-49 50-99 From 100 | Difference

COS->COM |0.754 0.483 0.270 0.006
COS -> COM 0.483 0.686 -0.202 0.046
COM->INV 0.635 0.104 0.531 0.034
COM->INV 0.416 0.104 0.312 0.043
COM->INV 0.104 0.671 -0.567 0.002
COS->INV 0.041 0.574 -0.533 0.016
COS->INV 0.574 0.116 0.458 0.011

Source: The result of collected data processing with SmartPLS 4

The results of MGA analysis for the business size show that the path
coefficient of COS->COM of business with under 20 people is greater than that of the
business with 20-49 people with a difference of 0.270 and p-value of 0.006; COS-
>COM of the business with 20-49 people is smaller than that of the business with
from 100 people with a difference of -0.202 and p-value of 0.046; the path coefficient
of COM->INV of business with under 20 people is greater than that of the business
with 50-99 people with a difference of 0.531 and p-value of 0.034; the path coefficient
of COM->INV of business with 20-49 people is greater than that of the business with
50-99 people with a difference of 0.312 and p-value of 0.043; the path coefficient of
COM->INV of the business with 50-99 people is smaller than that of the business
with from 100 people and over with a difference of -0.567 and p-value of 0.002; the
path coefficient of COS->INV of the business with under 20 people is smaller than
that of the business with 50-99 people with a difference of -0.533 and p-value of 0.016;
and the path coefficient of COS->INV of the business with 50-99 people is greater
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of 0.011 (see Table 22).

The Result of Testing the Research Hypotheses

The objective of the study is to test 31 research hypotheses. Based on the
structural model estimation, results show that 31 hypotheses have no evidence to

reject, and one hypothesis is rejected (see Table 23).

Table 21: The Result of Hypotheses Testing

No | Hypothesis | Paths P-Values | Conclusion
1 |H1 COS -> PER 0.000 No evidence to reject
2 |Hla ECS -> PER 0.000 No evidence to reject
3 |Hlb SOS -> PER 0.000 No evidence to reject
4 | Hlc ENS -> PER 0.000 No evidence to reject
5 |H2 COS -> ENG 0.000 No evidence to reject
6 | H2a ECS -> ENG 0.000 No evidence to reject
7 | H2b SOS -> ENG 0.000 No evidence to reject
8 | H2c ENS -> ENG 0.000 No evidence to reject
9 |H3 COS -> COM 0.000 No evidence to reject
10 | H3a ECS -> COM 0.000 No evidence to reject
11 | H3b SOs -> COM 0.000 No evidence to reject
12 | H3c ENS -> COM 0.000 No evidence to reject
13 | H4 COS -> INV 0.000 No evidence to reject
14 | H4a ECS -> INV 0.000 No evidence to reject
15 | H4b SOS -> INV 0.000 No evidence to reject
16 | H4c ENS -> INV 0.000 No evidence to reject
17 | H5 ENG -> PER 0.000 No evidence to reject
18 | H6 COM -> PER 0.000 No evidence to reject
19 | H7 INV -> PER 0.000 No evidence to reject
20 | H8 COM -> ENG 0.000 No evidence to reject
21 |H9 COM -> INV 0.000 No evidence to reject
22 | H10 ]ég(sz_li 511)]131;5 diation of 0.000 No evidence to reject
23 | H11 ggg/[-;s;Enﬁedlatlon of 0.001 No evidence to reject
24 | H12 g\g‘g 1_s>aPrEIe{d1at1on of 0.000 No evidence to reject
25 | H13 EI\CT)\II\/}SE i?Ee:Icilmtlon of 0.000 No evidence to reject
26 | H14 ]él;(sg_li ;]I;;f diation of 0.000 No evidence to reject
27 | H15 ggg/l_;sl?\rn\}edlatlon of 0.000 No evidence to reject
28 | H16 COM is a mediation of | 0.001 No evidence to reject
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No | Hypothesis | Paths P-Values | Conclusion

COS -> INV

Business sizes moderate
the relationship between
29 | H17a COS, local COM, ENG, <0.05 No evidence to reject
INV and SMS tourism
PER

Business fields moderate
the relationship between
COS, COM, ENG, INV,
and SMS tourism PER

30 | H17b <0.05 No evidence to reject

Business types moderate
the relationship between
COS, COM, ENG, INV,
and SMS tourism PER

31 | H17c <0.05 No evidence to reject

Source: The result of collected data processing with SmartPLS 4

Discussions

The results show that COS comprises economic, social, and environmental aspects.
This is consistent with the study by Tomsi¢ et al. (2015) and El-Khalil & El-Kassar
(2018). The study's results also show that COS directly and indirectly affects the
performance of SMS tourism businesses in SPV through local COM, INV, and ENG.
Specifically:

Firstly, COS has a direct and positive impact on PER. This shows that the
business management approach to reducing inequality and social class stratification,
strengthening relationships with stakeholders, improving quality of life, and
protecting the living environment will positively impact the PER.

Secondly, COS has a direct and positive impact on COM. This result is
consistent with stakeholder theory (Freeman, 2015). This indicates that business
management aims to reduce the burden of environmental costs, actively cooperate
with stakeholders, improve operational processes so businesses can achieve
sustainable competition, and contribute to the SUT development, which will attract
COM.

Thirdly, COS has a direct and positive impact on ENG. The results of this
study are consistent with those of Glavas & Piderit (2009) and Caligiuri et al. (2013).
This shows that the efforts of businesses to train and develop careers for employees,
build a healthy working environment, build social relationships for mutual benefits,
constantly improve the quality of employee’s work life, protect the ecological
environment, etc., will positively affect the employees’ job engagement and their
organizational commitment.
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Fourthly, COS has a direct and positive impact on INV. This result is
consistent with the study of Nilson (2009), Glavas & Piderit (2009), and Caligiuri et al.
(2013). This means that if businesses operate to balance economic, social, and
environmental aspects, they will receive INV to develop SMS tourism businesses for
SUD.

Fifthly, the research results show that the three groups of business
stakeholders, namely the local community, employees, and investors, directly and
positively affect the PER of SMS tourism businesses in the SPV. In addition, COM,
ENG, and INV mediate the relationship between COS and PER.

Moreover, the active participation of the local community will positively
impact attracting investors to tourism businesses and other supporting fields, as well
as a positive impact on ENG and PER.

In addition, the results of examining the moderating effect of demographic
variables show that sizes, fields, and types of business play a moderating role in the
relationships between the constructs in the structural model. The results of MGA
show that the path coefficients between the variables in the structural model change
according to the business sizes, the business fields, and the business types. Model
testing results confirm that COS helps enhance PER and the competitive advantages
of SMS tourism businesses. In addition, the results add to the conclusion that COS
not only helps businesses achieve higher performance but also contributes to
environmental protection and helps to enhance ENG, INV, and COM, which helps
improve the PER of SMS tourism businesses in SPV.

Conclusion and Implications
Conclusion

The research results explored the direct impact of COS through 3 components in the
form of the formative model, namely economic, social, and environmental
sustainability, and the mediating role of COM, ENG, and INV in the relationship
between COS and PER of SMS tourism businesses in SPV. Thus, the results do not
change compared to the theory, previous related studies, experts' opinions, and the
authors' recommendations. Thus, we could assume that all research hypotheses
cannot be rejected and that the objectives of this study are reached.

Until now, the approaches of studies on COS impact on PER with the
mediating role of stakeholders have not been integrated (Tomsic¢ et al., 2015; Font et
al., 2016; Sy, 2016; El-Khalil & El-Kassar, 2018). Therefore, this study fills the research
gap by examining the mediating role of ENG, INV, and COM in the impact of COS
on the PER of SMS tourism businesses in SPV. Building a formative model to
examine the relationship between the concept of COS and its components is a new
point of this study.
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The MGA examines the difference in the path coefficients of the constructs in
the structural model, which provides information for any business management to
develop appropriate human resource management practices for different groups of
employees depending on their demographic characteristics.

Implications

Tourism businesses are supposed to pay more attention to the
implementation of the strategic objectives of COS in order to develop capabilities to
create long-term value for the businesses as well as for current and future
stakeholders. To improve performance, tourism businesses in the SPV need to
increase ENG, INV, and local COM through the COS strategy towards SUT
development. In addition, to increase ENG and INV, tourism businesses need
solutions to attract the local COM to support the activities of tourism businesses.

The study shows that the local community plays a key role in TUD, and the
impact of COS is important for local COM. Therefore, tourism planners, as well as
tourism businesses, should concentrate on enhancing the local COM in TUD.

The sizes, types, and business fields of SMS tourism businesses moderate the
relationships between COS, ENG, INV, and local COM. State agencies should focus
on facilitating the development of joint-stock companies of medium-sized businesses
(with employees from 50 to less than 100 people). The travel and transportation
business has a higher impact on path coefficients than other types of businesses.

Research Limitations

This study only assesses and measures the impact of the elements of COS on
the PER of tourism SMS businesses with the orientation of SUD. The factors affecting
the PER, such as destination management organizations, infrastructure, cooperation
networks, etc., have not been considered. Furthermore, the demographic variables
used still do not highlight the specific attributes of SMS tourism businesses, such as
capital structure, revenue, location, or scale of businesses.

Therefore, further studies should expand other concepts in the research model,
such as expanding to other stakeholders, namely customers and suppliers (partners
in the tourism service supply chain) to have a more comprehensive perspective on
COS; expanding concepts to increase the diversity of research models; and selecting
other demographic variables such as capital structure, ownership, corporate
governance mechanism.
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Abstract

Purposes - The study explores whether morally driven identity in the personal finance
domain (i.e., financial moral identity, FMI) leads to financial well-being (FWB). This
paper navigates toward the linear relationship between FMI and various FWB
categories to measure this phenomenon.

Methods - The study has Indian samples. This quantitative exploration has used
multiple linear regression to test hypothesized relationships among key variables.
Henceforth, robust regression and simulation are used to validate the relationships.

Findings - FMI has reemerged as a valid and reliable construct to measure morally
driven identity in the personal finance domain. It has significant relationships with
subjective FWB (short-term and long-term of specific; generic) and objective FWWB.

Limitations - The study is limited to a single country. The sample size is restricted to
online volunteers for participation. A few well-being scales are taken into consideration.
Inputs from various doctrines like philosophical and behavioral are left unexplored in
the measurement tools.

Contributions to literature - The comprehensive outlook is the foundation for this
study. It has revalidated FMI by extending the nomological net with FWWB. Both
perspectives are adopted from the moral identity (trait and social-cognitive), and self-
interest is revisited with a broader outlook while formulating FMI in a previous
working paper. It echoes here while adopting an integrated approach for measuring the
FWB (Generic & Specific; Subjective & Objective).

Practical implications - The FMI intended to quantify self-perception with the
morality framework of an individual while managing one's monetary resources in the
near and distant future. It is linked to FWB. This nomological extension signifies the
direct implications related to FWB. The FMI may be instrumental in designing better
policies.
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Social implications - Well-being leads to various direct health benefits and prevents
mental health issues. Humans love to live in a prosperous family/society/state. The
FMI may lead us to fulfill the ultimate desire in a small way.

Originality - This is the most probably (as per present researchers' knowledge) initial
attempt to measure the morally driven identity in the personal finance domain with an
integrative framework of domain-specific well-being.

Keywords: financial well-being, moral identity, financial moral identity, self-
interest

Reference to this paper should be made as follows: Nandy-Dutta, S. &
Das, N. (2024). Identity and well-being: Exploring the missing link in
personal finance domain. Journal of Business and Management, 29(2), June,
101-137. DOI: 10.6347 / JBM.202406_29(2).0004.

Introduction

Personal finance is about monetary resource management at the
individual/family /household level while meeting present and future needs (Hira,
2009). It is an engaging activity for everyone in day-to-day life and an emerging topic
in research. This field is enriched with inputs from various doctrines (Schuchardt et
al., 2007). In the Behavioral Life-Cycle Hypothesis, self-control is the prime ingredient
(Thaler & Shefrin, 1981; Shefrin & Thaler, 1988), which recommends personality traits
while explaining money utilization with a purpose. Not merely savings behavior,
even generic financial behavior is explained by self-control beyond the Life-Cycle
Hypothesis and concludes one's secure feeling regarding the financial situation
(Strombaéck et al., 2017). The love of material possession or materialism is associated
with mental health affairs like anxiety and depression (Kasser & Ryan, 1993),
addiction (Kasser & Ryan, 2001; Williams et al., 2000), and low level of life satisfaction
(Sheldon & Kasser, 2001). These mental health issues are rising nowadays, and no
nation has adequate infrastructure to address this goliath crisis at the global level
(Patel et al., 2018). Furthermore, materialistic values negatively contribute to well-
being (Kasser, 2003; Diener & Seligman, 2004), and morality (moral identity) is
positively linked to well-being (Giacalone et al., 2016). People in the working setting
(employees) try to keep their ethical caliber even at the cost of other goals and
contribute to well-being (Promislo et al., 2012). Moreover, the self-image influences
the investing decision (Redhead, 2008).

Though conceptually, one may have multiple identities, one holds a single
identity in prominence (Ashforth et al., 2001; Turner et al., 1979; Stryker, 1968).
Alternative identity cues get activated. (Rothbart & John, 1985; Macrae et al., 1995), or
salience hierarchy is arranged internally (Stryker, 2008; Roccas & Brewer, 2002).
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However, identity is a dynamic concept (Drake et al., 2001; Brown et al., 2005) and has
overlapping perspectives and information (Gee, 2000). Centrality and identity
consistency have directed toward static nature of self-concept. The identity
development (process) could be stressful and confusing due to complexities in today's
world and possessing multiple identities (Azmitia et al., 2013).

The identity in the moral domain indicates that direction (the static nature of
self). This perspective is initiated with the self-model (Blasi, 1983; Blasi, 1984; Blasi,
2005) and explains identity centrality for long-term morality. Another distinct yet
dominant perspective is context-sensitive identity saliency, which explains short-term
morality based on Social-Cognitive theory (Bandura, 2001). Both the perspectives of
identity in the moral domain, i.e.,, moral identity (MI), explain moral behavior by
overcoming the previous predominance of moral reasoning for explaining human
behavior. MI theories emerge in response to elucidating the "moral judgment-action
gap" that academically existed for explaining people's actual behavior that is distant
from their knowledge of what is the right thing to do (Lapsley, 2004). The earlier Self
Model (Blasi, 1983; Blasi, 1984) theorized that three components (moral self, personal
responsibility, and self-consistency) combine into the self's identity to cross over the
"moral judgment-action gap." The component, "moral self" (‘moral centrality'),
signifies the moral values related to one's self-identity.

After determining a moral judgment, personal responsibility is instrumental in
engaging one's act upon the judgment. Self-consistency directs one to engage in
persistent action through synchronization with judgment and action. This model
demarcates the identity structure into objective (moral ideals) and subjective
(experience) dimensions. In the maturity process, the identity goes through a
conversion from externalization to internalization of self-perception. These
conceptions help one organized to balance oneself more organized and feel a
sophisticated-discerned agency (Blasi, 1993). The extension of the self-model has
advanced the moral character based on virtues and vices, which have trinity
components of "willpower" (highest virtue), "moral desires," and "integrity" (lowest
virtue) (Blasi, 2005). This theory presupposes moral values (Blasi, 1983; Blasi, 1984;
Blasi, 2005; Colby & Damon, 1993; Colby et al., 1992), which define one's moral
personality and personal goals. This character-based self-model claims that a person's
persistent acts reflect her synchronized core belief, moral values, goals, and actions.
In brief, the central tenet of this model, M1, is the moral motivation for moral action.

In the alternate perspective, the self-view is the prime component of MI, as
proposed by Aquino and Reed (2002), based on self-schema. Schema is the mental
presentation of the self-view or working self-concept (Markus & Wurf, 1987) one may
have while processing the information. This model is based on Social-Cognitive theory
(Bandura, 2001), which considers the influence of an interactionist environment on
people's behavior. According to this school of thought, virtuous traits are the
backbone of one's self-view. There are two dimensions of this trait-based schema
model. They are internalization (private view) and symbolization (public view), based
on Erikson's identity dimension (1994). This approach of MI posits the dynamism of
moral action and short-term morality (Shao et al., 2008). This social-cognitive
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perspective of identity has flourished towards a new dimension and has reached new
heights among contemporary identity scholars (Hardy & Carlo, 2011)-(Lapsley &
Lasky, 2001; Lapsley & Narvaez, 2004). The impact of moral identity on behavior
(Black & Reynolds, 2016; Kihlstrom et al., 2003; Hannah et al., 2009; Aquino et al., 2009)
is well researched. The balance between virtuous and vicious behavior can be
observed by developing moral capacity, and MI is instrumental in the process
(Hannah et al., 2011).

The direct empirical linkages between moral domain identity and personal
finance are lacking. However, personal finance management facets like savings
behavior (Dulebohn & Murray, 2007), money (Belk, 1988; Prince, 1993), over-
indebtedness (Gathergood, 2012), and the balance between spending and savings
(Baumeister, 2002; Romal & Kaplan, 1995), materialism (Richins & Dawson, 1992),
poor management (Dew & Xiao, 2011) are well linked to self-concept and identity.
Though, the integration of self and material is ancient (19th century) and proposed by
James (1891), who had classified the self into “material, social, spiritual, and pure ego.”
The financial (process) identity in personal finance (Shim et al., 2013) has been
explored recently and focuses on identity development among emerging adults.
Nevertheless, no moral preference is explored in explaining the identity concept or its
significance concerning financial well-being (FWB). Morality in terms of MI is not yet
explored in the personal finance domain concerning happiness. These openings in
literature encourage the present researchers to explore identity (content-oriented) in
the personal finance domain and its relation with key determinants (domain-specific
well-being) of the personal-finance ecosystem.

Is there any connecting thread between Wellbeing, Finance, and Identity?

According to well-being theorists (from ancient to contemporary), well-being
is the ultimate desire of any human being. Its root is in philosophy. The three
prominent schools of thought (hedonic, desire, objective list) existed in well-being
research in this doctrine. Psychology sees it as happiness (hedonic and eudaimonic or
both-PREMA), and Economics defines it as a capability approach (influenced by the
objective list). Discussion on various well-being is beyond the scope of this paper. The
previous research has validated the identity (development) and well-being linkages
(Marcia, 1989; LaVoie, 1976, Pomerantz, 1979; Kahn et al., 2014; Meeus et al., 1999).

On the other hand, the existing literature on money and happiness is mixed. It
is observed that more financial resources catalyzed well-being in a positive direction
in the category of samples, e.g., in low-income countries and basic needs of life
satisfaction (Galinha et al., 2016). On the contrary, income and happiness do not share
a linear relationship. It is evident in a study related to life satisfaction and income is
contrary to "the Easterlin paradox" (it describes that there is an increase in happiness/life
satisfaction concerning income increases) (Dluhosch et al., 2014).

Financial Well Being (henceforth FWB) is all about being happy at present with
available material resources and feeling secure in the future about financial hardship.
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It has been explained by various researchers (Joshanloo, 2022; Netemeyer et al., 2018;
Prawitz et al., 2006; Briiggen et al., 2017; Xiao & Porto, 2017; Bureau, 2015; Shim et al.,
2009; Joo & Grable, 2004; Porter, 1990), yet to develop a standardized general
definition for its components and antecedents.

FWB is predominantly considered the sub-sphere of comprehensive well-
being, incredibly “subjective well-being” (SWB) (Dolan et al., 2008; Diener & Oishi,
2000; Diener et al., 1999). SWB indicates the person's conception of their own life about
how happy they feel by assessing dimensions of life- cognitive and affective (Diener
et al., 2002). Moreover, this universal phenomenon is influenced positively by FWB
(Iannello et al., 2021). The wealth and financial health of a household is a foremost
determinant of inclusive wellness (Brown & Gray, 2016).

The very recent trend in FWB research is exploring psychological factors
(Mahendru, 2021) apart from objective indicators, for instance, the factors like
motivation (Duflo & Saez, 2003; Michie et al., 2011; Bauer et al., 2014; Vlaev et al., 2015),
goal orientation, optimism, and locus of control (Prihartono & Asandimitra, 2018;
Vlaev & Elliott, 2014; Meza & Southey, 1996). Personal factors (for example, mental
health, values, characteristics, motivations, etc.) are recommended to be explored
(Briiggen et al., 2017) in the FWB framework. But the prominent association between
identity (moral) and FWB is lacking though ethnicity is being studied in relation to
FWB (Blau & Graham, 1990; Gittleman & Wolff, 2004). The financial management
aspects, for instance, income and financial behaviors (Dew & Xiao, 2011; Joo & Grable,
2004; Prawitz et al., 2006), proper management (Dew & Xiao, 2011; Donnelly et al.,
2012), money management by people (married) while taking major life decisions
(Burgoyne et al., 2007), savings intentions (Kim et al., 2003) impact money
management directly and well-being indirectly (Donnelly et al., 2012). Even the health
of savings, as well as generic financial behavior, is influenced positively by self-control
(Stromback et al., 2017). This relationship can go both ways. Saving literature
postulates that saving intentions or behaviors influence well-being most of the time.
Though objective parameters predominantly measure financial construct like
financial health, financial wellness, financial behavior, and financial capabilities, the
subjective aspect of its measurement is also advocated by various international
organizations while measuring the construct (Human Development Index, Wellness
index) at a global level.

Direction of the Present Study:

The above discussion has enriched the researchers’ comprehension of identity,
and well-being in general and their significance in the personal finance domain in
particular. They assume that self-view as central to morality has a significant influence
on decision making while dealing with the element of self-interest, the personal
money, for one's own needs fulfillment. As the above debate is significant in
explaining self-concept concerning moral preference towards each action, they
advance their comprehension that utility function from any outcome could benefit
totality. It could be both self-benefiting as motivating to help others. It creates a
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synergy between the inner ethical framework and the real action, while morality is
central to the self-view.

From the MI perspective, they understand that morality is central to self, and
inner synchronization directs to a unified self-view and unified action, so there are
fewer lapses of judgment-action gap (Frimer & Walker, 2008). The character-oriented
self-model helps explain future morality through consistent content, whereas the trait-
based and schema-induced self-view helps predict daily moral action dynamics. MI
has a well-established link with morality, and ethical and unethical behavior
(Reynolds & Ceranic, 2007).

The present researchers presuppose that there is financial MI (FMI) in the
personal finance domain. This FMI is not purely selfish-driven and not selflessly-
driven but exists between creating the balance in real-life trade-offs. The FMI connects
with self-view based on one's own moral framework (personal norm, being moral and
good, prosocial intention, altruistic motivation) while dealing with personal resources
(saving, spending, budgeting, planning) in the proximal (MI-trait based) and distal
(MI-character based) perspectives in the context of the existing environment.

Predominantly, self-interest is viewed in two different thoughts- one in a
narrower frame as selfishness which is a limited view misinterpreted (maybe) from
the scholarly contribution of Adam Smith (1776), and the opposite thoughts are
beyond narrower self-interest. The narrower self-interest represents the traditional
Economist's observation of an innocent act of a rational agent and explaining the
agent's behavior through salient or hidden self-oriented intention (vicious or non-
moral) only and no space for other-oriented (virtuous) concern (Maitland, 2002).

There is an alternate view to self-interest, which has various directions. Rocha
and Ghoshal (2006) have proposed the integrated model of self-interest with
unselfishness. The model advocates an integrated approach toward self-interest by
taking Aristetolian views on self-love, which imparts towards excellence. The
argument about self-interest is not a bipolar construct-selfish and altruism. The model
demarcates two aspects-"motivational object" (meant for own perception of good for
self, e.g., pleasure, duty, etc.) and "motivational subject" (signifies whose interest and
combination of whose interest becomes eight in numbers). The model incorporates
interconnected  eight = motives  (matrix = based  on self-interest/other’s
interest/both), simplifying the trinity identities (preferences, behavior, and outcomes)
and their relationships. In the same explanation on self and beyond selfishness, but a
different explanation is given by Folger and Salvador (2008), morality is explained
beyond Economists’” perspective of self-interest motives by self-impression
management. The argument is based on psychological egoism through self-
impression management that morality is not limited to benefiting others and is not
restricted to the alternate means of self-interest as sympathy and empathy. Therefore,
they have adopted the alternative view while formulating the FMI in the previous
working paper (Nandy-Dutta & Das, 2023).
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The Identity in Personal Finance Domain (Financial Moral Identity/FMI)

Personal finance management can be considered a self-interested act and the
area everyone engages in for the survival needs of this materialistic world. At the
global level, we are going through a lot in recent times physically, psychologically,
and materially as the consequences of the financial crisis, pandemic, and ongoing war.
A general notion is that self-interested act reflects self-regarding and morality depicts
other-regarding. This is not always true as the rational being engages in prosocial
action, which traditional economic theory fails to explain. The traditional economic
model does not explain well-being in totality through the objective determinants
alone; instead, it is achieved by something in between or the means of life perspective
in aligning with goals of life and objective parameters (Easterlin, 2006). People’s
perception and self-belief in financial decision-making are more pretentious by the
perception of fraud victimization than a complete loss of wealth (Brenner et al., 2020).
On the other hand, the people in working settings hold the steadfast (not pliable) belief
about morality and whose identity (moral) is a predictor of their sense of moral control
(Feng et al., 2022). Ethical decision making has impacted human lives since ages.

Based on moral identity theories, self-interest perspectives, and financial
morality areas (generosity, ethical earning, financial commitment, money management, and
morally driven earning utilization), a construct, financial moral identity (henceforth
FMI), is formulated and validated (all psychometric properties of the scale are within the
standardized values) in a previous study (Nandy-Dutta & Das, 2023) to measure one’s
moral self-view while managing own resources (personal finance aspects) in “short-
term and long-term” basis.

The researchers comprehend that the FMI is all about how one relates to one's
ethical framework based on personal norms, preferences for moral aspects in decision
making, connectedness with the act or agent. There is a fundamental assumption
before formulating the FMI; two bottom-level needs from Maslow's need of hierarchy
would be fulfilled. The scale has two dimensions, one is meant for inner evaluation
(Internalization of Financial MI/IFMI), and another is meant for inner perception
about how others perceive the action (Symbolization of Financial MI/SFMI). This
study is to establish the significance of FMI in the broader framework of the personal-
finance ecosystem.

Relevant literature
Hypotheses Formulation:

Firstly, the existing literature has adopted three methods-objective, subjective
and mixed, for assessing FWB. The metric-centric parameters signify financial health,
for the instance-personal fund, earning amounts, debt-income ratios, etc., i.e.,
objective (Aggarwal, 2014), (Tenney & Kalenkoski, 2019). The objective measures have
indicated that even the income-centric measurement, e.g., "relative income" and not
"absolute income," is influential in defining contentment (McBride, 2001), (Clark et al.,
2008). Nevertheless, it is also interesting that objective parameters such as "financial
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literacy and financial knowledge" are not explaining FWB significantly (Mindra et al.,
2017). Existing literature (Riitsalu & Murakas, 2019) found that subjective knowledge
is a good prognosticator of FWB. Then what does it matter? Maybe people's
perception. The perception-oriented, either self-assessed or other-observed
parameters, which signify the satisfaction related to the overall financial matter is
present or forthcoming times, is subjective (Netemeyer et al., 2018). The secure feeling
about own finance is the ultimate indicator of FWB (Vlaev & Elliott, 2014). In contrast,
people reported subjective well-being though objectively poor (Biswas-Diener &
Diener, 2001). Though measurement indicators are based on both aspects (Briiggen et
al., 2017; Xiao & Porto, 2017), the subjective dimension is well-adopted in the literature
in defining FWB. FWB (subjective) is crucial because perception becomes instrumental
in all decision-making spheres, including the financial one (Netemeyer et al., 2018).
Even in the metric-oriented domain, subjectivity is crucial to assessing people's well-
being. FWB has bi-dimensionality in terms of time perspective- "present" and "future"
(Netemeyer et al., 2018; Briiggen et al., 2017). The present dimension is about being in
control of one's resources, for instance, meeting needs, maintaining the standard of
living, leading the desired life, and managing the money well with all the complexities
faced in the present situation. The future-related dimension is about facing
uncertainties with confidence and accomplishing the desired goals in the long run
(Netemeyer et al., 2018). The motivation to manage personal resources well may be
the goal of FWB. Personal resources are associated positively with controlled
motivation and negatively with autonomous motivation (Kolachev, 2021). The
connection between behavioral economics constructs and motivation is established
(Fasczewski et al., 2021). Therefore, FWB is not merely influenced by objectivity, but
it is defined by subjectivity too.

Secondly, the debate on moral psychology is about the "moral judgment action
gap" that existed during the ages, times of Socrates, Plato, and Aristotle by the term
"akrasia" ("the phenomenon in which a person knows what is right but fails to act on
that knowledge") (DeTienne et al., 2021). This supposition claims individuals are not
always in sync with their rational comprehension (Kraut, 2018). Furthermore, MI has
the best explaining power to fill this gap (Lapsley, 2004). In contrast, this gap has not
existed and can be comprehended by exploring reasoning areas (for instance, "self-
interest," "social interest," etc.) in evaluating a situation through moral implications
(Nucci, 1987; Turiel, 2003). So, the future research area is suggested by DeTienne et al.
(2021) to explore this domain. For exploring this domain, happiness may be the
connecting thread of FMI and FWB. According to the self-interest framework, people
help others out of sympathy or empathy, whatever may be the reason but experience
the happiness of giving. Furthermore, FWB is a significant and integral component of
one's overall well-being, which is the ultimate desire of human beings. Research has
shown that FWB leaded to happiness significantly (Oquaye et al., 2020), (Zemtsov &
Osipova, 2016). The literature argues (Wood et al., 2011) for not only having strength
(personal and psychological) but using that to elevate sustainable well-being
(Peterson & Seligman, 2004). In addition to this, it is advocated that researchers
consider economic indicators in defining personal level happiness due to their
prominent significance (Diener & Seligman, 2004).
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Thirdly, the review paper (Briiggen et al., 2017) has formulated the future
research agenda of FWB by focusing on personal factors (for example, mental health,
values, characteristics, motivations, etc.) and others recommended psychological
factors as determinants of FWB. In terms of value, materialism is considered negative.
The extensive literature has found the relationship between a person's materialistic
perception of FWB and SWB (Kasser & Ryan, 1993; Sirgy, 1998; Gardarsdéttir &
Dittmar, 2012; Dittmar et al., 2014).

Hia: There is a linear, significant, and positive relationship between FMI and Subjective FWB
(Generic).

Hip: There is a linear, significant, and positive relationship between FMI and Subjective FWB
(Short-term & Long-term).

Hic: There are inter-relationships among dimensions of FMI (IFMI and SFMI) and Subjective
FWB (Short-term and Long-term).

Hia: There is a significant relationship between FMI and Objective FVWB.

Comprehending these openings in existing literature, the researchers focus on
people's perception of self-view while dealing with their resources. FMI, due to its
moral root, may have predictive power towards FWB assessment for sharing the
expected outcome of happiness. They assume that FMI, which is trait-based and
value-oriented, would have predictive power to assess FWB in a positive direction.
After exploring the nomological net, they believe that FMI has the predictive ability
to measure FWB (Generic and Specific; “short-term and long-term”).

Methods
Procedure and Data Collection:

This study is executed through online sampling. The essential eligibility criteria
are being an adult (aged 18 years or above) and an Indian national. Social media are
used to publicize the study and email respondents with a voluntary participation
request. Almost 6900 people were approached for their opinion, and 178 individuals
responded, and the data is valid for 168 respondents. The demographic profiles are
reflected in Table 1.
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Table 1. Demographic Profile of the Respondents
Gender
Female | Male Prefer not to say
Education Graduation 16 28 2
Post
59 44 1
Graduation
Other 5 13 0
Occupation | Student 71 64 0
Self-
2 5 1
Employed
Service 7 16 2
Marital Unmarried 74 77 3
Status Married 4 8 0
Other 2 0 0
Age (in 18-24 65 56 2
years) 25-34 12 22 3
35-44 0 2 0
above 45 1 5 0

Measures:
Financial Moral Identity (FMI)

Empirically, generosity, ethical earning, financial commitment, money
management, and morally driven earning utilization- these areas are explored while
generating the items for FMI according to the literature on financial morality in the
personal finance context and various sub-areas related to self-interest and morality.
Then items are edited and regenerated on various sub-concepts through inductive and
deductive processes. Afterward, generated items were segregated (based on
interpretability) into two dimensions-internalization and symbolization. The
brainstorming sessions and pre-testing have created the initial pool of fifty-five (55)
items along with the open-ended response, and then it was reduced to twenty-five (25)
items (according to experts' initial opinion and factor analysis); later, it became fifteen
(15) items (through experts' final opinion and exploratory factor analysis).
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The FMI is designed through the above process and is validated in an earlier
study (Nandy-Dutta & Das, 2023). In the questionnaire, the initial guideline gives a
cue to the respondents to visualize the ideal key financial decision-makers before
recording their responses. Possible scores are 1 to 5 on a "Likert-type scale." A sum
score provided an overall score of FMI - the score of the scale positively signifies the
level of FML. It has two dimensions-internalization (IFMI) and symbolization (SFMI).
IFMI consists of ten (10) items, whereas SFMI has five (5) items. Items such as "I want
to see myself as a moral human being (practicing what is right) no matter what is my
financial situation in future" (IFMI item) and "My family and friends find me
responsible the way I manage my money." (SFMI item) -are being measured.

Financial Well-Being (FWB)
Subjective FWB (Specific-Short-term & Long-term; Generic)

The existing literature has directed to even a single construct measurement for
financial satisfaction (Joo & Grable, 2004). The researchers have adopted a well-
validated (a=0.74) FWB scale (Norvilitis et al.,, 2003) for its simplistic and bi-
dimensional ("current financial concern" and "future expectations") framework for the
subjective measurement of FWB (SFWB [short-term & long-term]. Apart from this
FWB measurement tool, they have also adopted the tool meant for the generic aspect
of a prosperous nation and popularly used by western countries to mitigate the
cultural issue as the study is being conducted in developing countries like India. The
other FWB tool (SFWB [Generic]) is suggested by OECD (2014a) (OECD, 2014) in its
toolkit.

Objective FWB

The objective indicators of FWB (OFWB) are well researched in previous
studies (Iannello et al., 2021; Sorgente et al., 2022; Sorgente & Lanz, 2017; Zaimah et
al., 2013). These are measured in this study through the amount of the monthly
fund/income, amount of monthly expenses, and ratio between fund and expense.

Pre-Analysis:

After cleaning and checking the data for missing values (Lynch, 2003),
identifying for outliner for the individual variable and that for the model, and
assessing normality, linearity, homoscedasticity, multicollinearity, independent error,
and sufficiency, the refined data is ready for further analysis. All are within the
benchmark. The inter-reliability of FMI is assessed through Cronbach alpha (a)
[FMI=0.810; IFMI=0.775; SFMI=0.785]. The composite scale has a better score than its
components.

Model Prediction for Predictive Validity

The mathematical representation of the predictive models is as follows.
Predictive Model I [Subjective Model]
FMI~Intercept + bgsrwpX6srwBogcy + PssrwBX sskwse T DsspwsX ssrw; 1)
where,
Regressand=Financial Moral Identity (FMI)
Regressorl=Generic Subjective Financial Well Being (GSFWB-OECD)
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Regressor2=Specific Subjective Financial Well Being- Current (SSFWB-C)
Regressor3=Specific Subjective Financial Well Being- Future (SSFWB-F)
Intercept=Initial value of Financial Moral Identity

Slope coefficient=The change in the dependent variable for every unit change in the
ith independent variable

The above model is conceptualized for multiple regression analysis to examine if the
predictors collectively and significantly explain the variance in Financial Moral
Identity.

Predictive Model II [Objective Model]

FMI~Intercept + borwgp, . Xorwsp,

+borwBpzXoFWBpg bOFWBRATmF&ExOFWBRaﬁ,,F&E ()
where,
Regressand=Financial Moral Identity (FMI)
Regressor1=Objective Financial Well Being_Personal Fund (OFWB-PF)
Regressor2=0bjective Financial Well Being_Personal Expenses (OFWB-PE)
Regressor3=Objective Financial Well Being_Ratio between Personal Fund & Personal
Expenses (OFWB-Ratio F & E)
Intercept=Initial value of Financial Moral Identity
Slope coefficient=The change in the dependent variable for every unit change in the
ith independent variable

Predictive Model III [Mixed Model]
FMI~Intercept + borwgp,. Xorwsp; + PorwBpX0FwBpy + bOFWBRATmF&ExOFWBRat,-OF&E
+ besrwBXGsFwBopep + PssrwBX sskws, + DssrwsX ssrws, A3)

Analysis:

All the constructs are verified before entering the regression for intercorrelation
among its components (Table 2) for convergent and discriminant validity. This is the
most popular, traditional, and validated method. The linear relationship among key
variables is assessed through regression. The linear regression analysis represents the
strength and significance of independent variables with dependent variables to
observe the power game among critical variables. The predicted models are tested
through multiple linear regression (MLR) and validated through simulation and
robust regression. Furthermore, bootstrapping is used to analyze the data as it is
gaining popularity for its violation of the normality assumption and effectiveness for
smaller sample sizes (N < 25) (Hayes, 2009).

Result and Discussion

Correlation:

The correlation matrix (Table 2) shows the significant correlation among FMI
with SSFWB (Specific- short-term and long-term), but the correlation's strength is
moderate. The components of FMI (internalized FMI & symbolized FMI) have a
significant, positive, high correlation with SSFWB (short-term and long-term),
respectively. The OFWB indicators (amount of monthly fund, amount of monthly
expense, pro social spending-charity & gifting others) share the significant correlation
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with dimensions of FMI, except personal spending indicators. This result has
supported the hypotheses [Hia, Hib, Hic, & Hid].

Table 2. Correlations Matrix

IFMI | SEMI FMI GSFWB SSFWB_ | SSFWB_ | SSFWB OFWB Std
Variables Short Long _Fund Mean Devi B N
eviation
Term Term
IFMI 431 0.4655 168
SFMI .360™ 3.89 0.6539 168
FMI 754 .884™ 4.10 0.4646 168
GSFWB (Generic) 128 132 157* 2.88 0.6818 168
SSFWB_Short Term 291" .250™ 322" 177" 3.45 0.4854 168
SSFWB_Long Term 539 .308™ 486™ 160" 251" 3.80 0.7970 168
SSFWB 553" .355™ 527" 207" .664™ .890™ 3.62 0.5160 168
OFWB_Fund 361 673" .655™ .051 217 .260™ .303™ 115.45 46.8228 168
OFWB_Expense 290 617" 579" .062 164" 154" 196" .860™ 92.05 44.8443 168

IFMlI=Internalized Financial Moral Identity (FMI); SEMI=Symbolized FMI; GSFWB=Generic Subjective Financial Well Being (FWB); SSFWB=Specific
Subjective FWB (Short Term & Long Term); OFWB=0Objective FWB

** p<0.01 (2-tailed); *. p< 0.05 (2-tailed).

Predictive Models (PM/s) testing through Multiple Linear Regression (MLR)

The MLR is run to test the explanatory power of predictors (FWB) to predict the
variance on FMI. The researchers have three different predictive models to test the
hypothesized relationships. The first model is based on subjective aspects of FWB (Subjective
Model/SM), the second one is based on objective parameters (Objective Model/OM), and the
third one is based on both subjective as well as objective indicators (Mixed Model/MM). MLR
has opted for analysis as it is the most traditional yet convenient method to validate the
hypothesized relations with more than one predictor. The result of MLR for SM is presented
in the tables 3 & 4. The predicted model I (subjective model /SM1) is corrected for generic
FWB as it has an insignificant contribution to regression. The corrected SM2 has predictors-
short-term and long-term dimensions of specific subjective FWB. The long-term dimension
has better predictability of FMI over the short-term dimension of SSFWB. The predicted model
II (objective model/ OM1) has objective indicators (fund, expenses, and the ratio between fund
and expense) of FWB. The OM1 is also corrected (OM2) and left with a fund predictor. The
predicted model III (mixed model/MM]1) is also tested by combining predictors from SM and
OM and corrected (MM2) by having three significant predictors (fund form objective; SSFWB-
short term & long-term from subjective indicators).

The statistics of the MLR established the linear relationship of FMI with
predictors with low to moderate intensity. All predicted models become statistically
significant once eliminating the insignificant predictor. In all these regressions, the
MM?2 emerged as the best model (Table 4) while fitting the data due to its lowest
standard error and the highest R2.

Validation of Predictive Models (PM/s) through Robust Regression (RR) and
Simulation
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The robust regression (RR) is conducted on three corrected models to check the
robustness of the result from test statistics. On the other hand, the existing dataset is
simulated to 100000 cases to validate the same. The result of RR echoes the same with
test statistics (Table 3) and indicates that the predicted models are statistically robust.

All the corrected models are validated in the simulated dataset [SD; N=100000]
(Tables 3 & 4). All predictors from predicted models became significant due to the
large dataset. These findings signify that the corrected models are conservative and
got insignificant results due to the smaller sample size. Both the validating tests (RR
& SD) confirm the hypothesized linear relations among key predictors from
subjective, objective, and mixed models with FMI and support the hypotheses [Hia,

Hlb/ HlC, & Hld].
Table 3. Regression Result on Models
Multiple Linear Regression Robust Regression
. Collinearit ..
Model Name Regressors Correlations Statis ticsy Coefficients
B SE B t Sig.
Zero | Par- | p o | TOle | g | Value | SE | tvalue
order tial rance
(Constant) 2375 254 9365  .000 2355 253 9321
Predicted Model | CSEWB 036 046 053 777 439 157 061 051 954 1.048 034 .046 745
1(SM) SSFWB_S 196 066 205 2967  .003 32 26 1% 918  1.090 198 066  3.000
SSFWB_L 249 040 426 6188  .000 486 435 410 923 1.083 259 040 6465
(Constant) 2438 240 10.168  .000 2416 239  10.122
Corre(cstf/?zl;/["dd SSFWB_C 204 065 213 3115 .002 322 236 206 937 1.067 206 065 3161
SSFWB_F 252 040 433 6337 000 486 442 419 937 1.067 261 040 6587
(Constant)
3.865 441 8.773  .000 3942 464 8486
Fund 002 004 195 536 592 655 042 031 026 38171 002 .004 412
Predicted Model | Expenses 005 004 526 1.286  .200 579 100 .076 021 48.607 006 .004 1400
11 (OM) Ratio between
Fund & Expense
-614 519 -247 1182 239 -008 -.092 -.069 079 12.641 -762 547 1393
(Constant) 3349 072 46197 000 3313 076 43331
Corrected Model Fund
(OM2) 006 001 .655 11157 .000 655 655 655  1.000  1.000 007 .001  10.968
(Constant) 2731 441 6.194  .000 2751 456  6.031
Fund 001 003 .065 202 841 655 016 .011 026 38343 000 .003 132
Expenses 006 .004 550 1513 132 579 118 .079 021 48718 006 .004 1519
Ratio between
) Fund & Expense
Predicted Model _527 462 212 1142 255 ~008 -090 -.059 079 12687 | -580 478  -1.215
III (MM)
GSFWB_OECD
039 036 .057 1.073 285 157 084  .056 949  1.053 048 038  1.269
SSFWB_S 109 053 114 2069  .040 322 161 108 891 1123 098 055  1.791
SSFWB_L 184 033 316 5.634  .000 486 406 294 862 1.160 195 034 5770
(Constant) 2369 190 12460  .000 2354 196 11.986
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Fund .005 .001 .546 9.937  .000 655 613 521 .908 1.101 .005  .001 9.574
Corrmﬁgmel SSFWB_S 119 053 124 2268 025 322 474 119 912 109 | 110 054 2036
SSFWB_L 183 032 313 5646 000 486 403 296 893 1120 195 033 5.842
(Constant) 2611 010 258042 000
Validated Model GSFWB_OECD
through 036  .002 .052 18.638  .000 155 059 051 .956 1.046
Simulated
Dataset (SM 3) | SSFWB_S 187 003 195  68.714  .000 315 212 187 913 1.095
SSFWB_L 202 001 409 143320 .00 471 413 389 907 1.103
(Constant) 3.827  .009 434540 000
Fund .003 .000 275 42283  .000 634 133 102 136 7.333
Validated Model Expenses
through p 005 000 439 59425 000 557 185 143 106  9.464
Simulated Ratio between
Dataset (OM 3) | Fund & Expense
-580  .011 -.229 -54.798  .000 -016 -171 -132 331 3.023
(Constant)
2925  .010 281.081 .000
GSFWB_OECD
.037  .002  .054 24727 .000 155 078  .053 .947 1.056
SSFWB_S
Validated Model — 128 002 134 58396  .000 315 182 125 .869 1.151
through SSFWB_L 148 001 301 127548  .000 471 374 272 819 1221
Simulated
Fund
Dataset (MM 3) u .000 .000 .016 2.651 .008 .634  .008  .006 125 8.004
Expenses .006 .000 .605 90.566  .000 557 275 193 102 9.784
Ratio between
Fund & Expense
-.648  .009 -.256 -68.393  .000 -016 -211 -146 .326 3.067
Regressors-Intercept (Constant) ; GSFWB=Generic Subjective Financial Well Being (FWB); SSFWB=Specific
Subjective FWB (Short Term & Long Term); OFWB=0Objective FWB (Fund, Expense, Ratio of Fund & Expense);
Regressand-Financial Moral Identity (FMI);
[SM=Subjective Model ; OM=QObjective Model ; MM=Mixed Model]
Table 4. Model Summary based on Regression
Model Comparison Change Statistics
Adj Durbin-
. R | R , | SE R2 Sig. F
Model Name Predictors: R F Change | dfl | df2 Watson
Change Change
(Constant),
Predicted SSFWB_S
- 531 282 2 3974 .282 21.421 164 . 2.
Model (SM 1) SSFWB_L, 53 8 68 .39 8 3 6 000 060
GSFWB,
Corrected (Constant),
Model (SM 2) SSFWB_S, 528 279 270  .3969 279 31.906 2 165 .000 2.056
SSFWB_L
(Constant), Fund,
Predicted Expenses, Ratio
! .659 434 424 3526 434 41.978 3 164 .000 2.265
Model (OM 1) between Fund &
Expense
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Corrected (Constant), Fund,
Model (OM2) | Expenses, 655 430 423 3530 430 62.118 165 .000
(Constant),
SSFWB_S,
Predicted SSFWB_L,
Model (MM 1) GSFWB, Fund, 750 563 .546 .3129 .563 34.537 161 .000
Expenses, Ratio
between Fund &
Expense
Corrected (Constant),
SSFWB_S, 742 550 542 3145 .550 66.784 164 .000
Model (MM2) | sgpWB_L, Fund
Validated éggr‘;s’]csanst),
Model (SM 3) SSFWB_L’ 512 262 262 4014 262 11850.210 99996 0.000
[N=100000] GSFWB_, ’
. (Constant), Fund,
Validated .
Model (OM 3) EXPenses' Ratio 650 423 423 3550 423 24426.487 99996 0.000
etween Fund &
[N=100000] Expense
(Constant),
SSFWB_S,
Validated SSFWB_L,
Model (MM 3) | GSFWB, Fund, 738 544 544 3156 544  19881.240 99993 0.000
[N=100000] Expenses, Ratio
between Fund &
Expense

2.265

2.407

2.353

2.008

1.999

2.003

Regressors-Intercept (Constant) ; GSFWB=Generic Subjective Financial Well Being (FWB);
SSFWB=Specific Subjective FWB (Short Term & Long Term);
OFWB=O0bjective FWB (Fund, Expense, Ratio of Fund & Expense);Regressand-Financial Moral Identity (FMI);
[SM=Subjective Model ; OM=0Objective Model ; MM=Mixed Model]
[N=168 for real dataset]

Concluding Remarks:

In summary, all these statistical results supported the hypotheses and are in
accordance with previous literature. SFWB (generic; short-term, and long-term)
predict the variance of FMI significantly and positively. This is according to the
theoretical base (Suh, 2002; Westerhof & Barrett, 2005, Morrison et al., 2011). The
OFWB explains the variance of FMI significantly. But interestingly, the objective
predictor has explained the relationship negatively, which is supported by literature
(Kasser & Ryan, 1996) though previous studies establish the modest relationship
(Luttmer, 2005; Ferrer-i-Carbonell, 2005; Clark & Oswald, 1996). This may be due to
richness in wealth accumulation, selfishness, or a materialistic outlook on the nature
of a wealthy person's perspective in this context. SFWB (long-term) becomes the
influential predictor of explaining the variance of FMI, which is in line with the
literature (Diener et al., 1999). The long-term effects of well-being are in sync with

116




Nandy-Dutta & Das / Journal of Business and Management, 29(2), June 2024, 101-137

one's goals (Emmons, 2003) and predicted by the subjective nature of well-being
(Kahneman & Krueger, 2006).

Surprisingly, one finding leads to a contradiction. The present researchers were
interested to know the linear relationship between components of FMI and SFWB
(short-term & long-term). They assumed that IFMI would have a more significant
prediction over SFMI for SFWB (long-term), and SFMI would have better explanatory
power over IFMI on SFWB (short-term). The result is the opposite. The generalization
of these findings may be used with caution.

Moreover, exciting findings of OFWB are inversely related to FMI (Hid). The
IFMI is inversely related to OFWB; one of the reasons may be the absence of a
materialist outlook, and another could be not enjoying the experience of real income
(as the occupation of the respondents is skewed towards studentship), etc. This
supports the existing literature that increases in income after a certain point would not
add to happiness (Easterlin, 1974, 1995). An example of a global representative
database evidenced that objectively poor people were subjectively well-off (Diener,
2009). Another study (Woike et al., 2020), from a philosophical perspective on identity
(continuity, memory, and persistence), has shown that people keep possession at the
bottom as they signaled that money is a minor required requirement in their lives.
Money is required for survival, and a means for leading a good life by moral people
but desired by materialists (Kasser & Ryan, 1993) who want to accumulate the
resources for their happiness (Roberts & Clement, 2007).

The study has explored morality as identity in personal finance management
while deciding on proximal and distal goals conceptually and empirically. The FMI
has reemerged as a determinant in explaining the variance of well-being in the
financial domain. Interestingly, a penniless person can be as happy as a zillionaire if
her net worth can be converted to happiness at her level. Therefore, the debate is on
what makes her happy-morality, money, or something in-between. FMI leads one in
that direction.

Contributions and Implications:

Theoretical Contributions:

Identity and financial well-being are correlated due to several psychological,
social, cultural, and economic aspects. Individual and contextual influences are
highlighted in both theory and practical studies. It takes a multidisciplinary approach
to comprehend these processes and create focused solutions.

Various perspectives influence an individual's financial well-being, for instance,
“psychological perspectives," “cultural identity theory” (Sedikides & Brewer, 2015),
and "social identity theory [SIT]” (Tajfel et al., 1979). According to SIT, people's beliefs
and actions toward money and financial resources are shaped by their social
groupings, which affects their goals and aspirations regarding money. Cultural
identity theory highlights how acculturation processes affect financial decisions and
how important cultural norms and values shape financial attitudes and actions. The
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psychological perspectives of self-concept (Rosenberg, 1979) and identity-based
motivation theory (Oyserman et al., 2007) highlight the dynamic nature of human
identity and its impact on goal-setting, self-regulation, and achievement.

Empirical research in various situations and demographic groupings supports
the relationship between personal identity and financial well-being. Demographic
factors are connected with financial outcomes like income, asset building, debt
management, and satisfaction (Botti et al., 2022; Serido et al., 2010; Sherraden et al.,
2018). Strong financial self-efficacy and identity can lead to proactive financial
behaviors (Lusardi & Mitchell, 2011); nevertheless, identity-related stressors can cause
financial hardship (Branscombe et al., 1999). Cultural differences in financial beliefs
and practices also impact decision-making processes (Kashima & Hardie, 2000).
Financial circumstances can be significantly impacted by changes in identity and stage
of life (Gudmunson & Danes, 2011). Essential variables in financial decision-making
include personality traits (Roberts et al., 2007; Larsen & Ketelaar, 1991), ethical
considerations (DePaulo et al., 1996; Trevifio et al., 1998) and technical advancements
(Burrell, 2016). Decision-making trade-offs and results can be influenced by temporal
views and temporal preferences (Zimbardo & Boyd, 2014). Financial management
methods have changed due to technical advancements like robo-advisors and digital
platforms, which also touch on ethical issues, including people's moral principles and
values. Though it is evident from the above discussion that identity is one of the
significant antecedents in financial decision-making, there is a dearth of studies on the
mechanisms and boundary conditions behind the influence of personality traits on
financial behaviors and outcomes.

To better understand financial behavior in the dynamic financial landscape,
researchers examine various factors related to financial decision-making, such as
personality traits, temporal views, ethical considerations, and technological
improvements. However, of various factors, ethical considerations represent a critical
yet overlooked dimension of financial decision-making (DePaulo et al., 1996). Positive
financial outcomes, such as success (Tangney et al., 2007) and financial well-being, are
correlated with strong moral identities and ethical financial activities, such as ethical
investing and fair company practices. In order to make ethical decisions, comprehend
human behavior, and create interventions that support moral behavior and financial
security, ethical considerations in economic discourse are essential. Making financial
decisions is heavily influenced by one's moral identity (Aquino & Reed II, 2002) or
belief that one is moral. Therefore, this study aims to explore the same outlook in the
personal finance domain. The researchers argue for a balanced true identity that is
morally and ethically (though morality and ethicality are technically different but
used here synonymously) driven and salient while managing personal resources.
However, one's morality is never considered while evaluating money-related well-
being, though morality is part of one's true self (Lefebvre & Krettenauer, 2020). This
study has explored money and morality in identifying with self-view while dealing
with money hypothetically in the personal finance domain. It validated that morality
is in people's minds while thinking about money management. It also established that
FMI explains the variance of FWB (subjective & objective) and can be considered a
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novel determinant for SFWB (generic; short-term & long-term) and OFWB. This study
extends the nomological net by exploring financial identity in the personal finance
domain through a moral perspective (FMI) with critical determinants of personal
finance ecosystems and financial well-being.

The FMI may uproot all immorality from the core and eradicate the agency
problem at the macro and meso levels. It is on people how much onus they want to
take and become moral while dealing with their resources as it leads to the nation's
wealth and prosperity, as Smith had propounded through the invisible hand. As
personal belief is not malleable for morality (Feng et al., 2022) and is the predictor for
identity and instrumental in sensing moral control, it may align with moral conduct
even in self-interested fields like personal finance. Integrity is linked to factors of well-
being, and well-being is influenced by moral identity (Giacalone et al., 2016).
Therefore, the researchers believe the determinants of well-being (financial) will
explain the variance in individual differences (FMI) in financial decision-making.

Though the general assumption existed on compartmentalization among
doctrines, economics/finance is considered value-neutral, and ethics are value-
oriented. There is a need to explore virtue ethics in finance (DeSwaan, 2020). However,
there is an exception to this view; economics is a humanistic science (Rocchi et al., 2021;
Pirson, 2017), value neutrality among scientists in social and organizational domains
is an illusion, and the economic assumption is salient in published journals in these
areas (Orlitzky, 2011). The congregating ethics and economics are obvious as the root
of economics lies in ethics, and one's pure rationality is an illusion, according to a few
ethicists/economists. The preferences can be amalgamated into interests in self, others,
and social perspective. It is the synergy between efficiency and equity, not the trade-
off, that guides the scientific crossroad of values and values-neutral rationality
(Hosmer & Chen, 2001). On the other line of thought, merging with the same
perspective, as risk and uncertainty are inevitable in finance, knowledge, and skill are
essential for flourishing human life in the financial domain, but wisdom is the
preliminary guideline for knowledge and the final closing of things. Rational
doctrines (Economics and Finance) use the mathematical model, which is very
scientific but subverts the social and humanistic nature that existed at the core (Desai,
2017). The prominence of humanistic value, which is missing in the so-called economic
model, is needed in defining today's economic man/woman's wants (Pirson, 2017).
The choice one makes in a combination of self and other interests leads to the
crossroads between ethics and economics (Hosmer & Chen, 2001). This study
envisages that perspective while merging morality into daily and distant future
financial goal-setting.

Well-being may be based on need, want, and mental state (Parfit, 1984). No
doubt, human desire is limitless and on the hedonic treadmill (Brickman, 1971).
Furthermore, the resources are scarce in their own right. Need is required, want is
desired, and mental states are experienced through direct thought. Moreover, feeling
drives the human being to excellence or an optimum state of well-being. Ethical
decision-making in general, has contributed to human well-being since ancient times,
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and this is extended even in self-interest fields like personal finance to maintain the
synchronicity between inner and outer psychological space by this empirical study.

Practical Contribution:

Financial decision-making is heavily influenced by moral identity (Reynolds &
Ceranic, 2007), and companies can build consumer loyalty and trust by implementing
a values-centric approach to money. Those with solid moral convictions place a high
value on moral issues, such as investing in socially conscious businesses (Aquino &
Reed II, 2002; Peloza & Shang, 2011). Financial goods that align with consumer values
and ethical inclinations can foster loyalty, boost trust, and set businesses apart from
competitors. The benefits of incorporating moral identity into corporate operations
are enhancing reputation and improving society.

Ethical financial management is significant at the meso level (organizations) to
foster trust, transparency, and accountability. It involves fair treatment of
stakeholders, integrity, social responsibility (Carson, 2003), responsible risk
management, and law compliance (Harrison & Wicks, 2013). By incorporating ethical
standards, organizations can build trust, enhance reputation, and contribute to a
sustainable financial system (Hartman et al., 2011). This approach also identifies
opportunities for long-term value creation.

Policymakers shape regulatory frameworks for financial markets and
institutions, utilizing research on financial management ethics to prioritize ethical
conduct and improve consumer protection (Klapper et al., 2013). Research indicates
that financial crises and market volatility increase ethical lapses and misconduct,
negatively impacting consumers (Fahlenbrach & Stulz, 2011) and investors (La Porta
et al., 2000). Policymakers can address these risks by developing regulations and
enhancing regulatory transparency. This transparency can lead to a more ethical
financial system, safeguard consumer interests, promote market integrity, stability,
and trust, and foster sustainable economic growth.

Although this study offers insightful information about the ethical implications
of financial behavior, its practical application necessitates careful consideration of
institutional frameworks, regulatory systems, and cultural norms (Hofstede, 2001).
Cultural differences can dramatically alter people's moral beliefs and actions, so
adapting ethical frameworks and interventions to particular cultural contexts is
critical. Institutional and regulatory elements are also essential in determining how
people behave ethically and financially (Vogel, 2005). To improve our understanding
and find novel solutions, stakeholders—researchers, legislators, business
professionals, and civil society organizations —must work together.

Norms and corruption are frequent in today's world (Bicchieri & Fukui, 1999).
Morality is rooted in the social dimension. The social aspect of moral action is well
studied in schema-driven moral identity exploration, though it lacks wide empirical
legs (Shao et al., 2008). The findings of this study will help policymakers, academicians,
and critical stakeholders in the design of the financial sector and implement better
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people-centric policies or products for their clients and beneficiaries while
contributing to everyone's growth toward human excellence. This may lead one to
synchronicity in the inner and outer space of her self-view while making decisions
without dissonance. In different contexts, for instance, it is found that those who
believe in pure good intend to engage in prosocial-driven behavior and reverse in the
case of the believer in pure evil. The core belief comes into play while judging right vs.
wrong behavior during ethical consumption. This behavior leads to a sense of
positivity in self-contentment or pride (Webster et al., 2021).

This study broadly presupposed the favorable assumption for ethicality at the
meso level with previous yet distinct studies done in the business ethics arena. Being
a virtuous organization does not necessarily mean it is always ethical in every sense
(Néron & Norman, 2008). Ethicalization of intangible asset management leads to a
progressive stakeholder-centric approach and a business firm's identity (Melewar et
al., 2014). Responsibility in the moral domain for business houses and their employed
individuals is interlinked (Seabright & Kurke, 1997). The self in progressive
perspectives is explored in Economics. The image (visual) is instrumental in
comprehending the identity (personal and collective) (Fisher & Fowler, 1995).
Compassion and altruism need to be reinterpreted in a cultural frame while
explaining behavior, unlike self-interest-focused. Even business houses relate strongly
to identity, and they help cultivate solidarity and fellow feeling in the global context.
Business ethicists are reform-oriented (Hayward, 2019). Business houses are
personified as citizens by virtue (Moon et al., 2005). Good citizenship is desirable for
business organizations (Néron & Norman, 2008). Ethicality and intangible
management are prime factors in a firm's progressive performance (Gambetti et al.,
2017). Morality and virtues are prerequisites for Hartman's perceived corporations
(Solomon, 1994). The organization is not only a legal entity but also a social entity
(possession and interest of people). The construal level and identity cues influence
one's ethical decision-making preferences in the contextual framework (Pinto et al.,
2020). All these aforesaid studies recommend incorporating a value-centric approach
in dealing with finance broadly for optimum growth.

Specifically, this study tried to be a solution at the micro level to the issues
raised by previous literature. The ethical practices in financial markets are problematic,
and the solution lies in the financial professionals' corporate governance engagement
(Tan, 2021). There are multi-directional yet fragmented studies related to ethics in
previous literature; for instance, moral hazards are evident in financial markets for
any regulation (Cooper et al., 2016), ethical consumption is impacted by in-group
biases (Pinto et al., 2020), schemas for committed conduct and the organizational
identity influence corporate social responsibility (Skilton & Purdy, 2017). Lastly,
ethical consumption is now a priority for a conscious consumer, though the ethical
purchase gap exists in reality. These openings led the present study to advocate for
ethicality at a fundamental level to deal with outside issues efficiently and effectively.

Limitations and Future Research:
The study's findings on the moral aspects of financial behavior are valuable,
but their generalizability is limited by sample size and representativeness (Creswell
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& Creswell, 2017). Moreover, there were limited options to collect the data offline.
Most of the respondents are not into earning. Therefore, the perception of managing
resources at greater intensity is missing from this data, as Blasi has argued that one
gets a refined agency outlook with identity maturity (Blasi, 2005). To improve the
validity and generalizability of future research, researchers should use more
extensive, more diverse samples (Bryman, 2016; Fitzpatrick et al., 2012), including
participants from diverse demographics and cultural contexts. Additionally, a mixed-
methods approach can reflect a more holistic comprehension (Creswell, & Creswell,
2017) of the moral dimensions of financial behavior. Though the study offers valuable
insights into financial behavior, caution should be exercised when interpreting results.

The study offers a foundation for further research into moral identity and
economic behavior (Gneezy & Rustichini, 2000). Future studies should explore
philosophical and behavioral perspectives to understand the mechanisms driving
moral decision-making in financial contexts. Philosophical approaches could examine
ethical theories and their implications for economic behavior (Rawls, 1971), while
behavioral perspectives could explore cognitive biases and heuristics (Tversky &
Kahneman, 1974). Interdisciplinary approaches integrating psychology, sociology,
and economics could illuminate the complex interplay between moral identity and
economic behavior. This interaction could inform the development of more ethical
and sustainable financial practices.

The unified perspective of morality and money can be explored broadly. The
tirst suggestion is to extend this study by using a global sample. Another possibility
is to explore this construct with a categorized sample like high-net-worth individuals,
below-poverty-line people, highly-corrupt people, or persons conflicting with laws.
In a nutshell, any determinant could be explored with this construct, which leads to
inner peace, happiness, and well-being while growing with personal resources (micro-
level), engaging in organizational resource management (meso-level), or contributing
to national wealth (macro-level).

The dynamic character of moral identity and its consequences for long-term
financial well-being are important topics should be covered by longitudinal studies
(Moffitt et al., 2010). Through longitudinal research, scholars can see how individuals'
identities and moral beliefs change in response to social influences, life events, and
shifting economic environments (Lachman & Weaver, 1998). They can also investigate
how moral identity and economic behavior are correlated, finding possible areas of
intervention to advance moral behavior in the financial industry. Longitudinal
research can also on how cultural norms and societal values influence moral principles
and financial conduct (DiMaggio & Powell, 1983).

This study contributes to understanding the moral dimensions of finance, but
further research and collaboration are needed to address societal challenges. A
multidisciplinary approach is needed to understand the complexities of financial
decision-making and ethical dilemmas. Collaboration with policymakers and
practitioners is crucial for translating research findings into actionable policies. As
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finance technologies, markets, and regulations evolve, so must our understanding of
moral dimensions and strategies for promoting ethical behavior.

The present researchers have argued that FMI is one of the predictors of FWB
(subjective and objective), but numerous factors lead to happiness, and it is a broad
concept. It is just a small step to define the variance of FWB (objective and subjective)
through a moral lens.
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APPENDIX

Initial pool of items

SL

1

10

11
12
13
14
15
16

17
18
19
20
21

22

23

24

25

26

27

28

30
31

Initial heads

Managing Money
(MM): Source of fund

Earning/Making
Money

Saving Money
(Impulsivity control)

Borrowing

Cooperation: Kinship

Planning

Managing Money
(MM): General

MM: Spending: Wise
Spending

MM: Spending: Pro
social spending

Impulsivity
Spending Money

Details

My present monetary fund (Pocket money/scholarship/earned
money/borrowed money/saved money) is a symbol of my hardworking
nature.

My present monetary fund (Pocket money/scholarship/earned
money/borrowed money/saved money) is a symbol of my organised
nature.

I'manage to save 20% from my present monetary fund (Pocket
money/scholarship/earned money/borrowed money/saved money)
for emergency needs.

I have no morality (desire to do the right thing) if I do not have adequate
fund for my basic expenses.

I do not believe in hardworking while making/earning money. (R)

I do not think of harming others while earning money.

I have left with enough money in month end.

I find difficulty (feeling uncomfortable) in borrowing money from others
(from personal source/institutional source).

No one rejects my request if I ever ask for borrowing.

I avoid borrowing from someone outside my family even in my
financial hardship days (I run out of cash).

I enjoy the planning of my money

I delay the planning of my money

Managing money is my favourite

I never shy away from my financial responsibility how tiny it may be.
I am said that I manage my money well

My family and friends find me responsible the way I manage my
money.
I know what to spend and when to spend it

I understand the importance of saving
I want to become self-sufficient
the motivation to save even when it was difficult to do so

I do wise spending (Is it something you really need before you spend)
because of my evil experience of fund shortage.

I do wise spending (Is it something you really need before you spend)
because of my habit. [Modified version- I spend wisely because of my
habit]

I do pro social spending (charitable spending on others; either known or
unknown) because I feel for other’s needs.

I do pro social spending (charitable spending on others; either known or
unknown) because I cannot avoid the situation.

I prefer to spend time for volunteering for a good cause rather than pro
social spending for the same good cause.

I spend for others (charitable spending on others; either known or
unknown) because I cannot avoid the situation.

Helping others (volunteering or charity) makes me happy.

I spend for others (charitable spending on others; either known or
unknown) because I feel for other’s needs.

I feel little pain of paying my money
I'hate to stick to my budget

I love wise spending (spending money carefully with full awareness of
consequences).
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32 I'am willingly drowned to pro social spending (charitable

donation/helping needy persons financially) at least once in six months

33 I am into wise spending (spending money carefully with full awareness

of consequences)

34 I'am called a budget person by my friends

35 I am seen to participate in pro social spending (charitable

donation/helping needy persons financially) at least once in six months

36 MM: savings: Value for I value for money because of its magical power (influential nature in
money negative perspective) in this world.

37 I value for money because of its essentiality (extremely important) in this

world.

38 Saving Money: I value for earned money as my family puts lots of effort in it.

Integrity aspect:
Socialisation aspect

39 Practical Wisdom in I definitely know what is right but I do what is the best in conflicting

finance situation without any regret in future especially taking day-to-days
financial decision.
(For example: I know certain food is bad for my stomach but when I am
hungry, I buy and eat whatever is best available to me as per my pocket
by thinking avoiding stomach ache in near future.).

40  Self-control I feel confident in my ability to know what to spend.

42 I can save even when it was difficult to do so.

43 I understand the importance of saving.

44  Future Expectation I want a moral peaceful life with adequate income (presume that this
towards financial goal earned money helps you to save 25% of it after meeting basic expenses) in
based on anticipated future.

45 Income and savings I'would love to enjoy luxury life in future even at cost of my morality

(desire to do the right thing). (R)

46 I want to see myself as a moral human being (practicing which is

righteous) irrespective of my financial situation in future.

47 I want to become financially independent near future (in next 5 years)

48  Threat to identity I hate myself when I acted immorally in the past.

49 It’s acceptable to steal food if someone is starving. (R)*

50 It’s ok to keep valuable items that someone finds, rather than try to

locate the rightful owner. (R)*

51 Cooperation: Deference  Society would be better if people were more honest*.
(Judgemental)

52  Cooperation: Fairness Everyone’s financial rights are equally important. [Modified Everyone’s
(Judgemental) rights are equally important] *.

53  Cooperation: Group I'should try to be a useful member of society*.

(Judgemental)

54  Cooperation: I always return a favour if I promise to do so*.
Reciprocity
(Judgemental)

55  Original Question Being financially moral means to you.

(Open ended)

The items are guided by demarcation mentioned by a qualitative study using western and eastern samples conducted
by Bates and Lucey’s (2008) in interpretation of teacher and pre-service teacher conceptions of financial morality. The
five areas are (1) Helping others; (2) Using/earning money without harming others; (3) Being financially responsible;
(4) How one earns and/or spends money; and (5) Using/earning money according to one’s personal code of ethics or
morals. These areas are interpreted in present study as follows "helping others" as Generosity (GNR1),
“using/earning money without harming others” as Ethical Earning (EER2), “being financially responsible”
as Financial Commitment (FCM3), “how one earns and/or spends money” as Money Management (MMM4), and
“using/earning money according to one's code of ethics or morals” as Morally Driven Earning Utilization
(MDEUD)";

(R) is reverse-coded items;

* represents the adapted items from O.S. Curry et al. (2019) & partially modified.
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