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he market for initial public offerings is a well-researched area amongst the researcher community across Tthe globe. Many research studies have been conducted in the past, which collectively investigated the area 
of IPO underpricing, determinants of IPO short-run and long-run performance, post-issue financial and 

operating performance of IPO firms, survival analysis, and so on. Overall, the research studies on the IPO market 
worldwide have evolved as an interdisciplinary area of research. In this context, a rich body of literature is already 
available which links corporate governance with the market for new issues. Since corporate governance is a 
broader concept, these studies have been primarily limited to the role of board-related governance indicators of a 
firm. Several studies have documented that a carefully selected effective board can serve as a great assistance to 
the management and ensure a successful listing and superior future performance of a firm (Baker & Gompers, 
2003; Certo et al., 2001; Hartzell et al., 2008; Venkatraman & Selvam, 2014).
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on listing day.  
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In the literature, the commonly used indicators of an effective board are : (a) proportion of non-executive directors 
on board, (b) board size, (c) women directors on board, (d) CEO duality, (e) proportion of independent directors on 
board, and other easily accessible factors. The findings on the effect of these indicators of board effectiveness have 
been contradictory as there is a lack of consensus in reported empirical pieces of evidence. As a result, several 
researchers began to expand the domain of board diversity by incorporating the effect of board experience, 
knowledge, and expertise as well. For instance, Thorsell and Isaksson (2014) studied the role of directors' 
experience in IPO performance by dividing the directors' experience into three sub-parts: external ties (based on 
resource dependency theory), intra-corporate experience, and specific experience. Hafsi and Turgut (2013) 
further divided the board diversity into two broad heads of (a) structural diversity comprising of board size, 
directors' independence, directors' stock ownership, and leadership duality; (b) demographic diversity comprising 
of gender diversity, directors' ethnicity, age, and experience. In Hillman et al.'s (2000) typology, three different 
types of director resources exist: support specialists, business experts, and community influentials. 

In the context of the Indian security market, and particularly the primary issue market, no prior research sought 
to study the role of board resource diversity. This is where the present study promises to make a unique 
contribution to non-existent literature in the context of the Indian security market. The present study heavily draws 
upon Hillman et al.'s (2000) typology to study the diversity of experience, skill, knowledge, and expertise of the 
board of directors.

Literature Review

Although only a few pieces of research in the Indian context have studied the role of board resource diversity, 
plenty of research studies are available in the context of gender diversity of Indian boards. These studies focused 
on the impact of board gender diversity on listing day performance of firms and post-issue performance in the long 
run and short run. Kaur and Singh (2017) reported the presence of women directors as a positive signal for 
corporate reputation. However, the actual number of women directors has no significant influence. Therefore, the 
influence of women directors may not be statistically significant unless the women directors form a substantial 
portion of board size.

Contrary to this, Brammer et al. (2009) found that women directors significantly influenced corporate 
reputation only in sectors dealing closely with final consumers. Examining the effect of percentage of women 
directors on 'top management team,' Welbourne et al. (2007) reported a significant positive effect on company's 
performance in the short-run and marginally significant effect on stock price growth and EPS growth in the long 
run. Kaur and Singh (2016) found that the presence of WD on board of IPO issuing firms failed to act as a quality 
signal, for it did not reduce under-pricing. Contrary to this, Badru et al. (2019) reported a significant influence of 
women directors in reducing the under-pricing, however, the authors observed that the proportion of women 
directors mattered a lot. The significance varied with the business cycles, and it weakened during stock market 
crises and slowdowns.

Similarly, Singh and Gupta (2018) and Maurya et al. (2019) found that the presence of women directors 
significantly reduced the IPO underpricing. Although the pieces of evidence on the effect of gender diversity 
remain inconclusive, a majority of the researchers reported a positive effect of women directors; however, they 
should form a critical mass of board size for the effect to be significant. Therefore, we propose the following 
hypotheses :

Ä H01 : The proportion of women directors is not related to listing day gains (underpricing).

Ä Ha1 : The proportion of women directors is negatively related to listing day gains. 
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Support Specialists 

Support specialists are thought of as people who primarily assist the management in the areas of finance, legal and 
compliance, corporate social responsibility, insurance, capital market, or investment. They are identified as 
people specialized in professions such as chartered accountants, charter financial analysts, company secretaries, 
lawyers; people with prior experience in commercial and investment banks, accounting and auditing firms, public 
relations and advertising firms, consultancy firms, and private investors. Their primary role is to support the 
management in their decision-making and serve a critical role as independent directors. Their role of management 
is assumed to be as decision controllers (Jones et al., 2008). It is common to find such support specialists on board 
(Gray & Nowland, 2014). While they specialize in a broad spectrum of professions, some studies particularly 
focused on examining the effect of specific professional expertise, such as banking and financial expertise, and 
found them significant in enhancing accounting conservatism (Krishnan & Visvanathan, 2008) and quality 
(Badolato et al., 2014). Francis et al. (2015) reported a positive impact of the presence of directors from academia 
on post-acquisition performance and informativeness of stock prices and reducing accounting accruals. Similarly, 
practicing lawyers as directors were reported to reduce corporate risk-taking at the cost of shareholders' wealth 
(Litov et al., 2014). Based on the extant literature, we propose the following hypotheses:

Ä H02 : Proportion of support specialists as a part of overall board diversity has no impact on underpricing.

Ä Ha2 : Proportion of support specialists as a part of overall board diversity reduces the initial underpricing. 

Business Experts 

Directors are categorized as business experts based on their prior experience and knowledge about the industry in 
which the firms operate. They are typically skilled at decision-making and problem-solving and are engaged in the 
day-to-day affairs of a firm. Their presence on boards is crucial, and they possess a strong signal due to their strong 
industry connections and contacts. A strong voice of such directors on board is found to have a favorable impact on 
firms' performance (Dass et al., 2014; Drobetz et al., 2014;), innovation and mergers (Faleye et al., 2018), and 
acquisition decisions (Kroll et al., 2007). Fich (2005) reported a significantly positive announcement effect of the 
election of a director with CEO experience.

Similarly, Gray and Nowland (2014) also reported a positive announcement effect for the election of a director 
with business expertise. Further, the positive effect was reported to be growing with the number of years of 
experience and proportion of such directors on board. Based on the empirical evidence, we propose the following 
hypotheses: 

Ä H03 : Proportion of business experts as a part of overall board diversity has no impact on underpricing. 

Ä Ha3 : Proportion of business experts as a part of overall board diversity reduces the initial underpricing. 

Community Influentials 

Community influentials are directors from academia, government officials, retired army officials, people with 
political ties, former IAS officers, leaders of foundations and not-for-profit organizations. Hence, these are 
defined as people commanding reputation, respect, and power. According to Goldman et al. (2009), political 
directors under the category of community influentials serve as great assistance in dealing with bureaucratic and 
legislative proceedings. Like support specialists, community influentials are also viewed as critical to board 
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composition as they justify the role of independent directors and bring the non-business perspectives, which might 
be valued by the stakeholders (Faccio & Parsley, 2009). Hence, the present study hypothesizes that: 

Ä H04 : Proportion of community influentials as a part of overall board diversity has no impact on underpricing.

Ä Ha4 : Proportion of community influentials as a part of overall board diversity reduces the initial underpricing.

Based on Hillman et al. (2000), previous studies used Blau's index (Jost, 2006) to measure the board resource 
diversity. According to Van Der Walt and Ingley (2003), board diversity should be considered a mix of skills, 
competencies, and capabilities instead of the traditional 'representation' role of directors. García-Meca and 
Palacio (2018) reported that professional diversity differed from other types of traditional diversity, such as 
gender and demographics, which were commonly studied in past research studies. The literature on the effect of 
board resource diversity is scarce and mainly limited to Western countries. Therefore, the present study attempts to 
uniquely contribute to available literature by examining the statistical significance of board resource diversity in 
predicting the likelihood of listing day returns on initial public offerings. Hence, we hypothesize that :

Ä H05 : Board resource diversity is not related to listing day gain (underpricing).

Ä Ha5 : Board resource diversity is negatively related to listing day gain (underpricing). 

The present study performs a detailed analysis of diversity on the corporate board of newly listed companies. 
Therefore, board diversity is defined as resource diversity and demographic diversity, particularly the gender 
diversity on boards. The study adopts the Hillman et al. (2000) typology in conjunction with the Blau's Index to 
measure the value of resource diversity index for each company comprising the sample. Thereafter, with the 
application of OLS with a quadratic term for resource diversity, the statistical significance of the board resource 
diversity index is examined along with other variables of our interest. The following section discusses the 
methodology adopted for the present study.  

Methodology 

Sample and Data Collection 

The present study examines the mainline Indian IPOs issued from January 2010 to November 2020 and were listed 
on NSE/BSE. Table 1 presents the description of the issues. A total of 270 initial public offerings were made during 
the period under study, out of which 14 issues failed because they were withdrawn and did not list on the stock 
market. Hence, the sample comprises of 256 successful issues. Consistent with Mnif (2009), the sample excludes 
the IPOs of financial services firms, banks, and insurance companies as they are different from other businesses in 
two aspects, firstly, the level of opaqueness in their functioning and secondly, the relatively greater role of 
government and other regulatory bodies. Further, as the study focuses on investigating the resource diversity of 
boards, we exclude the public sector undertakings (PSUs) and companies engaged in the manufacturing of 
defense equipment and machines. Therefore, to eliminate any biases, such companies are excluded from the 
sample because their board composition is found to be predominantly influenced by directors nominated by 
government ministries. Therefore, the final sample comprises of 197 IPOs.

The data on the composition of the board were collated through content analysis of the final prospectuses of 
firms filed with ROC, which was downloaded from the official website of the Securities and Exchange Board of 
India (SEBI). 
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Empirical Method 

The present study uses a multiple linear regression model with quadratic terms to study the influence of board 
diversity and related governance variables on initial day return on public offerings. The description of variables 
and their measurement is presented in Table 2. 
     To measure the board diversity, the present study adopts the typology of Hillman et al. (2000) and categorizes 
the board into support specialists, business experts, and community influentials. The proportion of directors in 
each of the categories is converted into a unique diversity index using Jost's (2006) Blau's Index. It is the most 
common measure of board diversity (Bear et al., 2010; García-Meca & Palacio, 2018; Harrison & Klein, 2007) 
and is measured by the formula:

2   
      Diversity  = 1 - Σ(pk)

where, pk is the proportion of board members (p) in each of the kth categories that compose the group. A higher 
value of diversity index indicates the greater diversity among support specialists, business experts, and 
community influentials. 

Table 2. Research Variables and Their Measurement

Variable  Description  Measurement 

Dependent Variable 

LDR Listing day gain/loss  Adopted from Certo et al. (2001) and Arthurs et al. (2008), IPO 

  underpricing is the dependent variable used in the present study,

    which is the raw return on listing day calculated as follows: 

  Underpricing = (P  – P )/P  1 0 0

  where, 

  P  : Closing price on listing day on BSE,1

  P : Initial offer price or issue price.0 

Independent Variables 

DiversityCen Indicates the linear term  Measured by centering the diversity index by 

 for diversity index deducting the mean of diversity index from

  the individual diversity score.

DiversityCenSq Indicates the quadratic term Measured by taking a square of the centered diversity score. 

 for diversity index

SSCen Indicates the linear term for the Measured by taking a square of the centered support specialist.  

  proportion of support specialists 

SSCenSq Indicates the quadratic term for the Measured by centering the proportion of support specialists 

  proportion of support specialists by deducting the mean proportion of support specialists 

    from the individual value.

BECen Indicates the linear term for the Measured by taking a square of centered business experts.

 proportion of business experts 

BECenSq Indicates the quadratic term for the Measured by centering the proportion of business experts by 

 proportion of business experts deducting the mean proportion of business experts 

  from the individual value. 
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As the proportions of support specialists, business specialists, and community influentials together reflect the 
diversity index, including these three types of resource categories along with the diversity index in a single model 
would lead to a collinearity problem. To avoid this while still being able to study the individual significance of 
each category, they are added separately from the diversity index, one at a time, and the results of such models are 
presented in Table 5. Further, since directors with political connections are an important constituent of community 
influentials, a separate dummy variable is included in the model to measure their unique influence. Initial 
investigation of curve estimation reveals a quadratic relationship of diversity index with underpricing. To avoid 
the issue of collinearity between the linear and quadratic terms, the diversity index has been centered from its 
mean, and then a square of such centered diversity index was included as a quadratic term.

Similarly, the proportion of support specialists, business experts, and community influentials has also been 
centered from their respective means. Taking the centered score reduces the collinearity. To further detect the 
collinearity and autocorrelation, VIF and Durbin – Watson statistics have been examined. The relationship 
between resource diversity and other independent variables is examined using OLS with a quadratic term for 
resource diversity using SPSS 20.0. The following baseline model is predicted: 

LDR = β  + β  DiversityCen + β  DiversityCenSq + β D_Pol + β  ProportionWD + β D_IDLead  + β  Duality   0 1 2 3 4 5 6 

+ β  D_IDLead  + β  Leverage + β  ROA + β  LnTA + β  D_IssueMkt + e               ......(1)7 8 9 10 11 i 

Thereafter, to examine the role of individual categories of director resources, the diversity linear term and the 

CICen Indicates the linear term for the proportion Measured by taking a square of centered community influentials. 

 of community influentials

CICenSq Indicates the quadratic term for the proportion Measured by centering the proportion of community influentials 

 of community influentials  by deducting the mean proportion of community 

  influentials from the individual value.

D_Pol Indicates the presence of directors  Measured as dummy variables which are given a value of 1

 with political connections  if such political directors are present on the board, and 0 otherwise.

ProportionWD Measures the gender diversity on a board The number of women directors on board, divided by the board size. 

D_IDLead Dummy variable to capture the role of board Measured as a binary dichotomous variable. 

 independence via the nature of board leadership Value 1 is assigned to the variable if the chairperson of the 

   board is an independent director, and the value is 0 otherwise.

Duality Indicates the presence of CEO duality Measured as dummy variable which takes the  

  value 1 when CEO is chairman, and 0 otherwise.

LEV Indicates the level of financial leverage Measured as total asset divided by total equity. 

  The higher the value, the greater is the portion

    of debt in capital structure and the greater the leverage.

ROA Percentage return on the total assets  Measured as profit before tax divided by the total assets.

 at the time of public offering 

LnTA Indicates the size of a firm Natural log of the total assets at the time of public offering.

D_IssueMkt Indicates whether an issue has been made in Measured as a dummy variable that takes the value

 a hot market or not 1 if a public issue was made during the hot issue 

  market and 0 otherwise. A hot issue market is defined

     as a year in which the average size of a public offering

   is greater than the mean issue size of the entire sample period.
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quadratic term are replaced by those of support specialists, business experts, and community influentials. The 
results of each of these models are presented in Table 5. 

Analysis and Results 

Descriptive Statistics

Table 3 presents the descriptive statistics of the sample. The average size of the board is eight directors. Consistent 
with Singh (2020), the proportion of women directors in the overall board is found to be minuscule. The average 
proportion of support specialists, business experts, and community influentials is 0.17, 0.33, and 0.02, 
respectively. The majority of the directors in the boardroom belonged to business experts. The proportion of 
community influentials is minuscule in overall board diversity. The average underpricing for the sample period is 
14.45%; on the higher end, the public issues experienced as much as 153.5% underpricing on listing day. The 
average size of firms coming out with public issues from 2010 – 2020 is ₹11,758.522 million, measured in terms of 
their total assets. Finally, the average issue size was ₹ 4,651.983 million from 197 firms. Together, total fund 
mobilization during the sample period was ₹ 916,440.6 million. 

Table 4 presents the correlation matrix. The listing day return is observed to be strongly and positively 
correlated with a quadratic term of overall diversity (p<0.05) and the presence of political influence on the 
boardroom (p<0.01). This indicates an inverted U shape non-linear relationship between underpricing and 
diversity. The presence of political directors reduces the underpricing on listing day. The listing day is 
significantly positively correlated with the issue market, indicating that underpricing is higher during the hot issue 
market (p<0.05). Several research studies have documented that among the factors affecting underpricing of 
issues, macroeconomic factors are more significant, such as market condition at the time of issue                 
(Pandey & Pattanayak, 2018). Gupta (2011) reported that the underpricing is generally higher during the period of 
the market boom. On the other hand, in unfavorable market conditions, issues take random walks due to increased 
uncertainty. Based on a multilayer perceptron model, Singh et al. (2021) found that technical factors had the 
highest relative relevance in the prediction of the post-issue performance of the initial public offerings. However, 
fundamental factors become more relevant in the determination of long-term returns. 
      An examination of VIF (variance inflation factor) and tolerance statistics indicate that multicollinearity is not a 
problem as each of the models tested has VIF below 5 for each independent variable (Miles, 2005).                      
The Durbin – Watson statistics for each model are reported in Table 3, which is close to 2 for all models, indicating 
an absence of autocorrelation.

Regression Results 

Table 5 reports the regression coefficients and their respective p - values. In Column 1  (Model 1), we test if the 
overall board diversity affects underpricing. The coefficient of the quadratic board diversity variable is negatively 
and statistically significant (p = 0.012), which is in line with our expectations that greater diversity reduces 
mispricing and underpricing. It is important to note that the linear term of the diversity index is insignificant        
(p = 0.53), which strongly advocates the presence of a quadratic relationship between overall diversity in a 
boardroom and underpricing. The negative sign of both linear and quadratic terms indicates an inverse U-shaped 
curve. Therefore, it indicates that the underpricing initially increases with an increase in diversity index, and then 
after a point of inflection, it decreases with an increase in diversity. These results are found to be consistent with 
the results reported by García-Meca and Palacio (2018) for the relationship of board diversity with corporate 
reputation. Overall, the results confirm our hypothesis Ha5, that is, board diversity is negatively related to listing 
day gains.



16    Indian Journal of Finance • November 2021

Ta
b

le
 3

. D
es

cr
ip

ti
ve

 S
ta

ti
st

ic
s

 
Is

su
e 

Si
ze

  
To

ta
l A

ss
et

s 
U

n
d

er
p

ri
ci

n
g

 
W

o
m

en
 

B
o

a
rd

  
Su

p
p

o
rt

 
B

u
si

n
es

s 
C

o
m

m
u

n
it

y 
P

o
lit

ic
a

l  
D

iv
er

si
ty

 L
ev

er
a

g
e 

R
O

A
 

 
(M

ill
io

n
) 

(M
ill

io
n

) 
(%

) 
D

ir
ec

to
r 

Si
ze

 
Sp

ec
ia

lis
ts

 
Ex

p
er

ts
 

 In
fl

u
en

ti
a

ls
 

 In
fl

u
en

ce
 

 
 

  (
%

)

N
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

1
9

7
 

  1
9

7

M
e

an
 

`4
6

5
1

.9
8

3
 

`1
1

7
5

8
.5

2
2

 
  1

4
.4

5
8

5
 

0
.8

5
 

7
.8

1
 

0
.1

7
 

0
.3

3
 

0
.0

2
 

0
.0

1
 

0
.4

8
 

3
.3

2
 

  1
0

.3
3

M
e

d
ia

n
 

`2
9

7
0

 
`4

6
0

1
.9

3
 

  7
.3

4
3

8
 

1
.0

0
 

8
.0

0
 

0
.1

3
 

0
.2

5
 

0
.0

0
 

0
.0

0
 

0
.4

9
 

2
.5

5
 

  9
.4

5
a

a
M

o
d

e
 

`6
0

0
0

 
`2

9
0

6
8

.7
1

 
–5

.0
0

 
1

.0
0

 
8

.0
0

 
0

.1
1

 
0

.2
5

 
0

.0
0

 
0

.0
0

 
0

.4
4

 
1

.5
1

   
  4

.1
5

St
d

. D
ev

. 
`5

7
0

9
.0

0
3

1
 

`2
5

8
0

0
.2

6
5

4
 

  3
6

.2
7

1
6

5
 

0
.7

6
 

2
.2

1
 

0
.1

4
 

0
.1

9
 

0
.0

4
 

0
.0

2
 

0
.1

2
 

3
.3

3
 

  1
1

.1
2

M
in

im
u

m
 

`2
3

0
 

`1
8

3
.4

9
 

–6
9

.8
3

 
0

.0
0

 
4

.0
0

 
0

.0
0

 
0

.0
1

 
0

.0
0

 
0

.0
0

 
–0

.0
3

 
–1

.7
6

 
–3

4
.1

1

M
ax

im
u

m
 

`4
1

5
5

8
 

`2
3

4
7

4
0

.9
 

  1
5

3
.5

 
5

 
2

0
 

0
.8

4
 

1
 

0
.3

6
 

0
.1

8
 

0
.7

5
 

3
4

.7
 

7
0

.9
6

Su
m

 
`9

1
6

4
4

0
.6

 
`2

3
1

6
4

2
8

.8
2

 
  2

8
4

8
.3

2
 

1
6

7
 

1
5

3
9

 
3

2
.7

6
 

6
5

.6
3

 
3

.7
2

 
1

.4
9

 
9

4
.8

9
 

6
5

4
.6

4
  

 2
0

3
5

.5
4

. � 
M

u
lt

ip
le

 m
o

d
es

 e
xi

st
. T

h
e 

sm
al

le
st

 v
al

u
e 

is
 s

h
o

w
n

.

D
es

cr
ip

ti
o

n
 o

f 
V

a
ri

a
b

le
s.

 T
ab

le
 3

 p
re

se
n

ts
 t

h
e 

d
es

cr
ip

ti
ve

 c
h

ar
ac

te
ri

st
ic

s 
o

f 
th

e 
sa

m
p

le
. T

h
e 

Is
su

e 
Si

ze
 is

 t
h

e 
n

u
m

b
er

 o
f 

p
ro

ce
ed

s 
ra

is
ed

 f
ro

m
 t

h
e 

p
u

b
lic

 o
ff

er
in

gs
. T

o
ta

l 

A
ss

et
s 

ar
e 

m
ea

su
re

d
 a

s 
th

e 
to

ta
l a

ss
et

s 
o

f 
th

e 
fi

n
an

ci
al

 y
ea

r 
im

m
ed

ia
te

ly
 p

re
ce

d
in

g 
th

e 
p

u
b

lic
 o

ff
er

in
g.

 U
n

d
er

p
ri

ci
n

g
 m

ea
su

re
s 

th
e 

lis
ti

n
g 

ga
in

/l
o

ss
 b

as
ed

 o
n

 t
h

e 
cl

o
si

n
g 

p
ri

ce
s 

o
f t

h
e 

lis
ti

n
g 

d
ay

. W
o

m
en

 D
ir

ec
to

rs
 in

d
ic

at
es

 th
e 

n
u

m
b

er
 o

f w
o

m
en

 d
ir

ec
to

rs
 o

n
 b

o
ar

d
. B

o
a

rd
 S

iz
e 

is
 th

e 
to

ta
l n

u
m

b
er

 o
f d

ir
ec

to
rs

 c
o

m
p

ri
si

n
g 

o
f t

h
e 

b
o

ar
d

 a
t t

h
e 

ti
m

e 

o
f 

p
u

b
lic

 o
ff

er
in

g.
 S

u
p

p
o

rt
 S

p
ec

ia
lis

ts
 a

re
 t

h
e 

p
ro

p
o

rt
io

n
 o

f 
d

ir
ec

to
rs

 w
it

h
 s

ki
lls

 a
n

d
 e

xp
er

ie
n

ce
 in

 t
h

e 
ar

ea
s 

o
f 

C
A

, i
n

ve
st

m
en

t 
b

an
ki

n
g,

 c
o

n
su

lt
in

g,
 le

ga
l m

at
te

rs
, p

ri
va

te
 

in
ve

st
o

rs
, e

tc
.,

 a
s 

d
ef

in
ed

 in
 th

e 
te

xt
. B

u
si

n
es

s 
Ex

p
er

ts
 a

re
 th

e 
p

ro
p

o
rt

io
n

 o
f d

ir
ec

to
rs

 w
h

o
 h

av
e 

ex
p

er
ti

se
 in

 th
e 

ar
ea

s 
o

f b
u

si
n

es
s 

an
d

 a
re

 ty
p

ic
al

ly
 s

ki
lle

d
 a

t d
ec

is
io

n
-m

ak
in

g 

an
d

 p
ro

b
le

m
-s

o
lv

in
g 

an
d

 e
n

ga
ge

d
 in

 th
e 

fi
rm

's
 d

ay
-t

o
-d

ay
 a

ff
ai

rs
. C

o
m

m
u

n
it

y 
In

fl
u

en
ti

a
ls

 a
re

 th
e 

p
ro

p
o

rt
io

n
 o

f d
ir

ec
to

rs
 w

h
o

 c
o

m
m

an
d

 a
n

 e
xc

el
le

n
t r

ep
u

ta
ti

o
n

 a
n

d
 in

cl
u

d
e 

p
eo

p
le

 f
ro

m
 a

ca
d

em
ia

, g
o

ve
rn

m
en

t 
o

ff
ic

ia
ls

, r
et

ir
ed

 a
rm

y 
o

ff
ic

ia
ls

, p
eo

p
le

 w
it

h
 p

o
lit

ic
al

 t
ie

s,
 fo

rm
er

 IA
S 

o
ff

ic
er

s,
 le

ad
er

s 
o

f 
fo

u
n

d
at

io
n

s,
 a

n
d

 n
o

t-
fo

r-
p

ro
fi

t 
o

rg
an

iz
at

io
n

s.
 

Po
lit

ic
a

l I
n

fl
u

en
ce

 m
ea

su
re

s 
th

e 
p

ro
p

o
rt

io
n

 o
f 

d
ir

ec
to

rs
 w

it
h

 p
o

lit
ic

al
 c

o
n

n
ec

ti
o

n
s 

an
d

 c
o

n
ta

ct
s.

 F
in

al
ly

, D
iv

er
si

ty
 m

ea
su

re
s 

th
e 

o
ve

ra
ll 

re
so

u
rc

e 
d

iv
er

si
ty

 in
 a

 b
o

ar
d

ro
o

m
 

u
si

n
g 

B
la

u
's

 In
d

ex
. L

ev
er

a
g

e 
m

ea
su

re
s 

th
e 

ra
ti

o
 o

f t
h

e 
to

ta
l a

ss
et

s 
to

 to
ta

l e
q

u
it

y.
 R

O
A

 is
 th

e 
re

tu
rn

 o
n

 a
ss

et
s.

 B
o

th
 th

e 
Le

ve
ra

g
e 

an
d

 R
O

A
 a

re
 m

ea
su

re
d

 fo
r t

h
e 

fi
n

an
ci

al
 y

ea
r 

im
m

ed
ia

te
ly

 p
re

ce
d

in
g 

th
e 

p
u

b
lic

 o
ff

er
in

g.
  



Indian Journal of Finance • November 2021    17

Ta
b

le
 4

. C
o

rr
el

a
ti

o
n

V
ar

ia
b

le
s 

 
   

(1
) 

   
(2

) 
  (

3
) 

  (
4

) 
  (

5
) 

  (
6

) 
  (

7
) 

  (
8

) 
  (

9
) 

  (
1

0
) 

  (
1

1
) 

  (
1

2
) 

  (
1

3
) 

  (
1

4
) 

  (
1

5
) 

  (
1

6
)

(1
) 

LD
R

 
   

1
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

(2
) 

D
iv

er
si

ty
C

en
 

  .
0

2
2

 
   

1
 

 
 

 
 

 
 

 
 

 
 

 
 

 

(3
) 

D
iv

er
si

ty
C

en
Sq

 
–.

1
5

6
* 

–.
5

1
5

**
 

   
1

 
 

 
 

 
 

 
 

 
 

 
 

 

(4
) 

SS
C

en
 

  .
0

4
8

 
–.

0
0

9
 

–.
1

3
3

 
   

1
 

 
 

 
 

 
 

 
 

 
 

 

(5
) 

SS
C

en
Sq

 
–.

0
2

1
 

–.
3

5
7

**
 

  .
2

0
9

**
 

  .
6

6
4

**
 

   
1

 
 

 
 

 
 

 
 

 
 

 

(6
) 

B
EC

en
 

–.
0

2
7

 
–.

7
0

4
**

 
  .

4
2

0
**

 
–.

6
7

6
**

 
–.

2
5

0
**

 
   

1
 

 
 

 
 

 
 

 
 

 

(7
) 

B
EC

en
Sq

 
–.

1
0

3
 

–.
6

9
3

**
 

  .
8

8
9

**
 

–.
1

0
8

 
  .

2
1

3
**

 
  .

5
2

2
**

 
   

1
 

 
 

 
 

 
 

 
 

(8
) 

C
IC

en
 

–.
1

0
5

 
  .

3
7

2
**

 
  .

0
1

3
 

–.
2

5
4

**
 

–.
0

6
8

 
–.

2
6

5
**

 
–.

0
2

8
 

   
1

 
 

 
 

 
 

 
 

(9
) 

C
IC

en
Sq

 
–.

0
5

0
 

  .
1

4
0

* 
–.

0
0

5
 

–.
1

3
2

 
–.

0
1

6
 

–.
1

7
6

* 
  .

0
4

8
 

  .
8

5
2

**
  

  1
 

 
 

 
 

 
 

(1
0

) 
P

ro
p

o
rt

io
n

W
D

 
–.

0
5

5
 

  .
0

8
7

 
–.

1
1

7
 

  .
1

7
2

* 
–.

0
1

1
 

–.
1

8
1

* 
–.

0
9

0
 

–.
0

0
1

 
  .

0
4

6
 

   
1

 
 

 
 

 
 

(1
1

) 
D

_I
D

Le
a

d
 

–.
0

2
7

 
–.

0
3

1
 

–.
0

7
0

 
  .

1
6

0
* 

  .
1

3
3

 
–.

0
9

9
 

–.
1

0
2

 
  .

0
0

2
 

  .
0

9
4

 
  .

0
0

5
 

   
1

 
 

 
 

 

(1
2

) 
D

_P
o

l 
–.

1
6

6
* 

  .
1

8
4

**
 

–.
0

2
7

 
–.

1
4

7
* 

–.
0

5
9

 
–.

0
4

4
 

–.
0

4
6

 
  .

1
6

9
* 

   
   .

0
0

9
 

–.
1

3
0

 
–.

0
2

7
 

   
1

 
 

 
 

(1
3

) 
Ln

TA
 

–.
0

8
6

 
  .

1
8

8
**

 
–.

1
2

5
 

  .
1

4
2

* 
  .

0
7

3
 

–.
2

2
3

**
 

–.
1

6
9

* 
–.

0
0

1
 

–.
0

1
9

 
  .

0
6

2
 

  .
1

4
4

* 
  .

2
4

1
**

   
  1

 
 

 

(1
4

) 
R

O
A

 
  .

0
6

9
 

–.
0

6
6

 
  .

0
7

3
 

–.
0

0
9

 
  .

0
3

9
 

  .
0

6
2

 
  .

1
0

7
 

–.
0

6
2

 
–.

0
6

7
 

  .
0

2
5

 
–.

0
2

0
 

–.
1

0
4

 
–.

1
6

2
* 

   
   

   
1

 
 

(1
5

) 
LE

V
 

–.
0

5
3

 
–.

0
3

1
 

–.
0

5
6

 
–.

0
2

8
 

–.
0

1
6

 
  .

0
4

7
 

–.
0

6
2

 
–.

0
3

4
 

–.
0

2
6

 
  .

0
4

3
 

  .
0

3
9

 
–.

0
2

8
 

  .
2

1
7

**
   

  –
.1

7
2

* 
   

1
 

(1
6

) 
D

_I
ss

u
eM

kt
 

  .
1

4
6

* 
  .

1
7

9
* 

–.
1

1
3

 
  .

1
4

5
* 

  .
0

3
7

 
–.

2
2

7
**

 
–.

1
1

9
 

  .
0

3
4

 
  .

0
4

0
   

  .
3

1
3

**
  

 .0
9

3
 

  .
0

0
1

 
  .

2
8

3
**

   
   

 .1
1

0
 

–.
0

9
3

 
1

N
o

te
. *

C
o

rr
el

at
io

n
 is

 s
ig

n
if

ic
an

t 
at

 t
h

e 
0

.0
5

 le
ve

l (
2

-t
ai

le
d

).

**
C

o
rr

el
at

io
n

 is
 s

ig
n

if
ic

an
t 

at
 t

h
e 

0
.0

1
 le

ve
l (

2
-t

ai
le

d
).

V
a

ri
a

b
le

s.
  

D
iv

er
si

ty
C

en
 a

n
d

 D
iv

er
si

ty
C

en
Sq

 a
re

 l
in

ea
r 

an
d

 q
u

ad
ra

ti
c 

te
rm

s 
fo

r 
o

ve
ra

ll 
d

iv
er

si
ty

. 
SS

C
en

 a
n

d
 S

SC
en

Sq
 m

ea
su

re
 t

h
e 

q
u

ad
ra

ti
c 

re
la

ti
o

n
sh

ip
 f

o
r 

th
e 

p
ro

p
o

rt
io

n
 o

f 
su

p
p

o
rt

 s
p

ec
ia

lis
ts

. 
B

EC
en

 a
n

d
 B

EC
en

Sq
 c

ap
tu

re
 t

h
e 

q
u

ad
ra

ti
c 

re
la

ti
o

n
sh

ip
 f

o
r 

b
u

si
n

es
s 

ex
p

er
ts

. 
C

IC
en

 a
n

d
 C

IC
en

Sq
 i

n
co

rp
o

ra
te

 t
h

e 
q

u
ad

ra
ti

c 

re
la

ti
o

n
sh

ip
 o

f c
o

m
m

u
n

it
y 

in
fl

u
en

ti
al

s.
 T

h
e 

o
th

er
 b

o
ar

d
-r

el
at

ed
 g

o
ve

rn
an

ce
 v

ar
ia

b
le

s 
ar

e 
th

e 
p

ro
p

o
rt

io
n

 o
f w

o
m

an
 d

ir
ec

to
rs

 (P
ro

p
o

rt
io

n
W

D
),

 a
 d

u
m

m
y 

va
ri

ab
le

 fo
r 

th
e 

p
re

se
n

ce
 o

f p
o

lit
ic

al
 in

fl
u

en
ce

 (D
_P

o
l)

, C
EO

 d
u

al
it

y 
(D

u
a

lit
y)

, a
n

d
 in

d
ep

en
d

en
t 

d
ir

ec
to

r 
as

 c
h

ai
rp

er
so

n
 (D

_I
D

Le
a

d
).

 T
h

e 
co

n
tr

o
l v

ar
ia

b
le

s 
in

cl
u

d
e 

Le
ve

ra
ge

 (L
EV

),
 

R
et

u
rn

 o
n

 A
ss

et
 (R

O
A

),
 T

o
ta

l a
ss

et
 (L

n
TA

),
 a

n
d

 a
 d

u
m

m
y 

va
ri

ab
le

 fo
r h

o
t i

ss
u

e 
m

ar
ke

t (
D

_I
ss

u
eM

kt
).

 



Interestingly, the presence of political influence on the board also significantly reduces the listing day returns      
(p = 0.029). This model also reports the statistically significant negative effect of the proportion of women 
directors on underpricing (p = 0.079). Overall, the model is statistically significant at 1%. This is consistent with 
our hypothesis Ha1 and hence provides statistically significant evidence in favor of the hypothesis. 

Models 2, 3, and 4 measure the effect of the different directors: business experts, support specialists, and 
community influentials on underpricing. Model 2 tests the effect of the proportion of support specialists on 
underpricing. Neither the linear nor the quadratic term is statistically significant. However, the negative sign of the 
quadratic term indicates that as the proportion of support specialists increases, the underpricing increases at a 
decreasing rate. Therefore, there is no statistically significant evidence to support hypothesis Ha2. 

Model 3 reports the effect of the proportion of business experts on underpricing. The insignificant linear term 
(p = 0.705) and significant quadratic term (p = 0.022) implies a strong quadratic relationship between 
underpricing and the proportion of business experts. Further, signs of linear and quadratic terms indicate that 
underpricing increases with an increase in the proportion of business experts at a decreasing rate. This does not 
conform with hypothesis Ha3. However, the observed relationship is consistent with the findings reported by 
García-Meca and Palacio (2018) for corporate reputation and board diversity. 

Finally, Model 4 exhibits the effect of the proportion of community influentials on underpricing. Although the 
reported coefficients are statistically insignificant, they indicate that as the proportion of community influentials 
increase, the underpricing decreases. However, hypothesis Ha4 cannot be supported in the absence of statistically 
significant evidence. Together, these explain the inverted U-shaped curve of underpricing w.r.t overall diversity 
index. An increase in the proportion of support specialists and business experts causes the underpricing to be more 
significant, and the increasing proportion of community influentials pulls down this effect mainly due to the 
presence of political directors. 

For all models, issue market and presence of political influence are found to be statistically significant. Public 
issues made during hot issue markets are heavily underpriced, and the presence of political directors causes the 
underpricing to be lower. The proportion of women directors is statistically significant for Model 1 and Model 2; 
however, it reduces for the other two models, causing it to be significant at a higher significance level. The 
presence of CEO duality and independent director as chairman are insignificant, and these results are consistent 
with the findings of Singh and Maurya (2018). However, both are negatively related to underpricing. 
     Overall, all models are statistically significant, and the Durbin – Watson statistics is approximately equal to 2 
for all four models, which indicates no apparent autocorrelation. It is important to note the importance of business 
experts as the R - square of Model 3 alone is 10%, which is highly significant (p = 0.03) compared to Model 2       
(p = 0.064) and Model 4 (p = 0.052). However, the R - square value of Model 1 is the highest and significant at 1%. 
This means that the combined effect of all resources is higher than their individual effect.

Conclusion and Implications

This paper aims to analyze the influence of resource, structural, and gender diversity on the boardroom of newly 
listed companies on IPO underpricing. The resource diversity is measured by categorizing the directors into 
support specialists, business experts, and community influentials based on their skills, expertise, experience, 
knowledge, and connections. This study provides evidence that directors with different skill sets, experiences, and 
connections affect the IPO underpricing differently. Not all directors are equally influential; some of them, 
especially business experts and directors with political ties, are more influential than the others. The findings note 
an inverted U-shaped non-linear relationship of overall board diversity with underpricing. This means that 
initially, the diversity affects the underpricing positively to a point of inflection beyond which the relationship 
becomes negative. This might be due to a strong presence of business experts being viewed as a positive signal by 
investors, causing the demand for public offerings to be higher on listing, resulting in initial day listing gain. 
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Table 5. Regression Results of Relationship with Underpricing

Variable    Model 1   Model 2   Model 3   Model 4

Constant   0.488    0.449    0.487    0.414  

   (0.004)   (0.009)    (0.005)    (0.014)  

DiversityCen –0.156  – – –

   (0.530)     

DiversityCenSq –2.509  – – –       

         (0.012)***

SSCen –   0.271  – –

    (0.281)     

SSCenSq – –0.778  – –

    (0.308)     

BECen – –   0.060 – 

         (0.705) 

BECenSq – – –0.915 –

       (0.068)*       

CICen – – – –1.507 

      (0.217) 

CICenSq – – –   3.949 

      (0.461) 

ProportionWD –0.500  –0.515  –0.456 –0.463   

     (0.079)*     (0.080)*    (0.114)   (0.108) 

D_Pol –0.142  –0.136  –0.148  –0.119 

       (0.029)**        (0.040)**        (0.022)**      (0.080)*  

Duality –0.071  –0.060  –0.075  –0.058 

   (0.226)    (0.313)    (0.207)    (0.328)  

D_IDLead –0.084  –0.068  –0.083 –0.073  

   (0.245)    (0.358)     (0.260)    (0.327)  

LEV –0.003  –0.001  –0.003 –0.002 

   (0.716)    (0.881)     (0.738)    (0.824) 

ROA   0.001    0.001   0.001   0.001 

   (0.682)    (0.732)    (0.667)    (0.829) 

LnTA –0.027 –0.026  –0.027  –0.026 

   (0.175)   (0.191)     (0.172)    (0.197) 

D_IssueMkt   0.152    0.156   0.152    0.163 

       (0.014)**       (0.012)**        (0.015)**         (0.009)*** 

R   0.339    0.297    0.316    0.302 

R Sqaure   0.115    0.088    0.100    0.091 

F   2.419    1.797    2.059    1.868 

Sig.          0.010***     0.064*         0.030**        0.052**

Durbin-Watson   1.907    1.895    1.904    1.900 

Note. p-values in parentheses.

*p < 0.10 ; **p < 0.05 ; ***p < 0.01
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Similarly, a greater proportion of support specialist directors also increases the underpricing, however, at a 
decreasing rate. The coefficient of the quadratic term for support specialists is insignificant. Contrary to all, the 
proportion of community influentials is negatively related to underpricing and is insignificant. It is interesting to 
note that although the influence of community influentials alone is insignificant, the dummy variable for the 
presence of political directors is statistically significant. This indicates that among the directors constituting 
community influentials, directors with political ties and connections are more influential and are more significant 
as a signaling mechanism.

Further, the results also indicate that the proportion of women directors has a statistically significant negative 
effect on underpricing. The study does not find any significant influence of structural diversity. Neither CEO 
duality nor the nature of board leadership has any significant relationship with underpricing, partially due to the 
box-ticking practices of companies to comply with the governance-related listing requirements. Therefore, for a 
board to be effective, firms must adopt good governance practices in their true spirit and not merely on paper. 
Therefore, the study of board resource diversity is a step ahead of simply examining the structural diversity of the 
board because no regulations govern the composition of the board based on the unique resources they contribute to 
companies. 

Overall, the present study confirms the relevance of board resource diversity on demand for public offerings on 
the listing day. Most importantly, the evidence suggests that the combined effect of all resources is higher than 
their individual effect. Therefore, overall diversity is more relevant than concentrated resources on a board. Based 
on the findings of the present study, corporates can signal their reputation and value by including the right 
combination of skills and expertise on boards. 

Limitations of the Study and Scope for Further Research

The present study limits its scope to listing day return on initial public offerings of mainline IPOs. The role of 
board resource diversity, structural diversity, and demographic diversity can further be studied in the long-term 
performance of public firms. Further, several other measures of demographic diversity can be incorporated, such 
as ethnicity and age. For a comprehensive study on resource diversity of the board, specific skill sets can be 

identified for their individual consideration, such as expertise in investment banking, private equity, CA and CS, 
legal and compliance, political ties, academic background, etc. Lastly, more controlled variables can be 
introduced, and interdisciplinary studies can be conducted to see the influence of board diversity on a variety 
of other areas of business such as human resource management practices, risk management, financing 
decisions, etc. 
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