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Abstract

Purpose — Using the resource dependence and legitimacy theories, this research aims to examine the
relationship between board attributes and human rights reporting, as well as the interaction effect of
board chairperson experience on the relationship among listed firms at the Nairobi Securities Exchange
(NSE).

Design/methodology/approach — This study collected data from annual reports of firms listed on the
NSE from 2009 to 2019 using content analysis to examine how boards influence human rights reporting. A
total of 547 firm-year observations were used to test the hypotheses. This study used a hierarchical
regression model to examine the relationship.

Findings — This study found that board attributes are important predictors of human rights reporting. This
study shows that both board diversity and board independence have a positive impact on human rights
reporting. Furthermore, the interaction results revealed that having a highly experienced chairperson
strengthens the effect of board independence on human rights reporting; however, this study found that
experienced chairperson reduces the influence of board diversity on human rights reporting.

Research limitations/implications — The findings suggest that board diversity and independence are
essential attributes to which listed companies should pay attention when appointing board members.
Moreover, the chairperson’s leadership on the board is critical in ensuring that publicly trading
companies adopt policies that disclose human rights information.

Originality/value — This paper provides insights into Kenya's human rights disclosure practices. It also
analyzes how boards influence human rights disclosures, an empirical test that has received little
attention in the previous literature. This study emphasizes the importance of board members and the
chairperson in advocating for human rights reporting to improve corporate sustainability.
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1. Introduction

Developing countries are exposed to human rights violations because of weak enforcement
of Labor laws and precarious working conditions such as health and work related injuries
(Haész, 2013; Mwanza, 2020) which is compounded with a general absence of active
pressure groups (Ramdhony et al., 2021). Human rights are inalienable rights to which a
person is entitled because of being human (Probohudono et al., 2015) and these rights
exist to preserve human dignity and ensure fulfillment of basic needs (van der Ploeg and
Vanclay, 2017). Indeed, adverse effects on human rights occur when a corporate activity
denies an individual an opportunity to enjoy hihe/sher rights (UN, 2011). In essence, a
business activity may bestow, obstruct or take away a right bestowed on an individual as it
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pursues its objectives. Indeed, the basic understanding of human rights became
established in the Universal Declaration of Human Rights (UDHR), which was adopted in
1948 after the atrocities of the Second World War. Thereafter, several conventions have
been signed globally to protect human rights, for instance the OECD Guidelines for
Multinational Enterprises, 1976 (revised 2000); the International Labor Organization’s (ILO)
Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy,
1977 (revised, 2001); the ILO’s Declaration on Fundamental Principles and Rights at Work,
1998; the UN Norms on the Responsibilities of Transnational Corporations and other
Business Enterprises with regard to Human Rights, 2003; and the GRI Guidelines, among
others.

Researchers have emphasized the importance of firms investing in human rights initiatives
into their core strategies to meet stakeholder demands (George et al., 2016; Gold et al.,
2018; Cormier et al., 2011; Kilic et al., 2015). Specifically, firms are confronted with the need
to incorporate human rights agenda into social responsibility policies and report on key
aspects that influence employee rights (Certanec, 2021; Liang et al., 2022). A responsible
business enterprise is expected to avoid adverse human rights impacts and in some
situations leave the rights improved. Generally, employees are key stakeholders in a firm
(Wolf, 2013) and their welfare is critical because firms that uphold employee rights are
perceived to be socially responsible and are more likely to remain reputable and
competitive (Paine, 2000). Although corporate social responsibility reporting has recently
gained traction in management literature (Dawkins and Ngunjiri, 2008; Garcia-Torea et al.,
2020; Hossain et al., 2017; Michelon et al., 2015), research on human rights reporting is
scarce, especially in developing countries where human rights violations are common
(Searcy et al., 2016). As a result, the study has potential to add to the body of knowledge
the predictors of human rights reporting from the perspective of a developing country.

Globally, firms are confronted with human rights issues; however, there is higher prevalence
of human rights transgression in developing countries because of weak legal environment
and the inherent value system (Parsa et al., 2018). Some of the human rights issues
prevalent in these countries include child labor, forced labor, discrimination, workplace
health and safety, collective bargaining, pollution, prohibition to right to strike, precarious
wages, verbal, physical and sexual violence, among others (Aibar-Guzman et al., 2022;
Hess, 2019). Previous research indicates that firms in the Middle East, Latin America, Asia
and Africa contribute highest percentage of human rights violation, particularly labor related
violations (Deva, 2003; Wright, 2008). In Africa, human rights violations abound, for
instance, local communities in South Sudan have demanded compensation from oil
companies for violations of human rights related to natural resource exploration (lves and
Buchner, 2011), there is rampant environmental destruction and human rights abuse in oil
extraction industry in Nigeria, while in South African there is high incidence of child labor
exploitation (Wettstein et al., 2019) and child miners duped “Half Shovels” in rural villages of
Sierra Leone (Maconachie and Hilson, 2016), unfortunately some of these human rights
issues are not reported in the firm’s financial reports (Morhardt, 2009). Given the level of
human rights violations in developing countries and the absence of active pressure groups
to blow the whistle (Ramdhony et al., 2021), it is surprising that there are few studies
focusing on human rights reporting at the corporate level (Islam et al., 2017) and yet it forms
part of the Sustainable Development Goals (SDGs) — calling for business enterprises to
incorporate frameworks and initiatives to promote decent work and safeguard human rights
(Jagers, 2020). The SDGs provides a platform for firms to incorporate sustainable initiatives
and practices into their reports to increase corporate disclosure and respond to stakeholder
expectations (Hak et al., 2016). Hence, the prominence of human rights in the SDGs reflects
the recognition of the importance of human rights in corporate reporting. According to
United Nations Guiding Principles (UNGPs), firms report human rights information to
stakeholders to gain legitimacy, promote transparency, credibility and accountability
(Gallhofer et al., 2011).
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Drawing from legitimacy theory, a firm’s existence is legitimized if its value system is
aligned with that of the larger social system of which it is a part of, but it is threatened when
actual discrepancies between the two systems develop (Emeseh and Songi, 2014). And so,
there is need to incorporate human rights agenda into social responsibility policies. In this
sense, the board as the highest governing organ is critical in ensuring that it integrates
sustainability and human rights initiatives into its programmes and policies (Khan and
Sulaiman, 2021; Rupley et al, 2012). Resource dependence theorists also places a
responsibility on corporate boards in the sense that they provide important links with the
external environment as well as expertise (Pfeffer and Salancik, 1978) in corporate reporting
and in particular ensuring that human rights are upheld. Whereas there is increased human
rights awareness in Africa, it has not been matched with scholarly efforts (Cheruiyot and
Maru, 2014). This paper proposes to fill this gap by examining the effect of board attributes
on human rights reporting from the Kenyan perspective and how chairperson experience
moderates this relationship.

Therefore, the paper has two main objectives. First, it specifically examines whether board
attributes — diversity and independence affect human rights reporting. Previous studies
have found that diverse and independent boards are equipped with essential resources
such as industry expertise, experience, external linkages and varied perspectives through
which the firm may leverage to embed sustainable practices into strategic decision making
(Hillman et al., 2002; Hillman et al., 2009), including human rights reporting. Such boards
are more likely to incorporate sustainable initiatives that will help identify and disclose social
activities that legitimize firm’s existence and respond to stakeholder needs because of their
ability to obtain, analyze and assess relevant corporate information. Thus, with vast
knowledge and insights, such boards may encourage executives to prioritize and report on
social activities, including human rights, to sustain the firm. More importantly, by doing so,
firms tend to improve the welfare of their employees and other stakeholders (Cheruiyot and
Tarus, 2017; Ramasastry, 2015). Second, the paper also delves into whether chairperson
experience moderates the relationship between board attributes and human rights
reporting. Most experts concur that with greater need for governance and transparency, the
quality and capabilities of a chairperson is critical to the general performance of the board
(Kakabadse et al., 2001). An experienced chairperson provides strategic guidance, which
may be useful in making informed decisions about critical corporate policies and practices
in the board (Banerjee et al., 2020). It is worth noting that the chairperson is the ‘boss of the
board” whose main role is to induct and guide the board members. As a leader of the
board, he/she can facilitate or hinder the use of board members’ skills and competencies
during board discussions. As such, the chairperson leverages and taps the broad
knowledge base of the board members to ensure effective monitoring of corporate
reporting processes, including human rights disclosures. Studies have indicated that when
dealing with strategic issues such as corporate disclosures, an experienced chairperson
may allow the diverse knowledge base inherent in the board to be translated into corporate
actions and also facilitate transparency in corporate reporting (Krause and Semadeni,
2013). Furthermore, a chairperson with extensive experience derived from personal
knowledge of other companies may provide a variety of perspectives that may encourage
or limit the disclosure of human rights information in annual reports. Thus, we propose that
board members’ ability to influence human rights reporting is dependent on the
chairperson’s experience.

We contribute to the body of knowledge on corporate boards and human rights reporting by
using resource dependency and legitimacy theories to show the crucial role board member
attributes play, contingent on the chairperson’s experience (Branco et al., 2021; Aladwey
et al., 2021; Kaspereit et al., 2016) in developing countries. The study also contributes to the
emerging stream of research in strategic management focusing on the role of boards in
corporate reporting and sustainability (Kanadli et al., 2020).
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The remainder of this paper is structured as follows. Section 2 presents the Kenyan context,
Section 2.1 outlines development of hypotheses and theoretical framework, Section 3
describes the research methodology, Section 4 provides statistical analysis of the data and
Section 5 examines the findings and conclusions and implications of the study.

2. Kenyan context

Kenya is East Africa’s largest economic hub, with a distinct culture, political, social and
regulatory structure that generally influences corporate practices (Muthuri and Gilbert,
2011). Kenya has a population of 53.77 million people and its GDP is estimated at
$106.04bn in 2021, with an annual growth rate of 5%. It has a thriving private sector and
firms are listed at the Nairobi Securities Exchange (NSE) for purposes of regulations,
mobilizing savings and attracting local and foreign capital flows. Kenya has made
significant steps in incorporating environmental, social and governance framework in its
long-term goals. Vision 2030 provides a roadmap for Kenya firms to realize sustainable
social and environmental goals through the efforts of NSE and the Capital Markets Authority
(CMA). There is plethora of legal frameworks and institutions to encourage firms to operate
within a purview of positive social impact, for example, the bills of rights in Kenya’s
Constitution, 2010, Employment Act (2007), Labor Relations Act (2007), Occupational
Safety and Health Act (2007), Work Injury Benefits Act (2007), as well as institutions
established to protect human rights, for example, Employment and Labor Relations Court
(2011), National and Environmental Management Authority (NEMA), among others are
meant to ensure respect and protection of human rights among corporate entities.

According to the Companies Act of 2015, companies are required to disclose their social
activities to communities and stakeholders and incorporate social, environmental and
ethical initiatives into their processes. Furthermore, according to a report published by the
center for Corporate Governance in 2005, companies may voluntarily adopt financial
reporting and disclosure guidelines (Barako and Brown, 2008), but as a commitment to
social fulfillment, they are expected to disclose the nature of their social activities, corporate
citizenship activities, environmental, occupational health and safety and workforce
management policies and practices in annual reports. Kenya, being the first African
Government to engage with the UN through the National Human Rights Commission, has
adopted guiding principles and action plans for enterprises to recognize and disclose
human rights issues (Faracik, 2017). Although these strategic efforts have taken shape in
Kenya, there are cases of human rights violations in the agribusiness, extractive and wind
power sectors, including unfair dismissal, long hours of work, sexual harassment,
discriminatory remuneration mechanisms and child labor (Kimotho and Ogol, 2021). A
notable case of human rights violations was witnessed at Owino Uhuru, an informal
settlement in Mombasa County in which dwellers and employees were affected by
poisonous emissions from lead-acid smelting plant operated by the now defunct Metal
Refineries (EPZ) limited from 2007 until its closure in 2014 (Mwanza, 2020). The emissions
left victims with irreversible health conditions and deaths. With these human rights
violations, there is a growing interest to understand the extent to which Kenyan enterprises
have embraced human rights and whether corporate boards provides strategic direction for
its disclosure in the annual reports.

Most publicly trading companies in Kenya have adopted corporate governance principles
such as appointing board members and chairpersons with specific expertise to assist in
running the company and carrying out board functions (Waweru et al., 2019). Existing body
of literature indicates that boards undertake several tasks, such as ensuring that
stakeholder interests are taken into account, managing and evaluating financial statements
(Waweru, 2019) and strategically positioning the organization to improve its reputation and
image (Chintrakarn et al., 2013). Boards are also responsible for embedding social
agendas, providing resources and strategic guidance for sustainable business (Jizi, 2017).
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In this regard, boards have a responsibility to incorporate human rights concerns into
strategic decisions (Ruggie et al, 2021). Hence, if the purpose of engaging in social
activities is to recognize societal needs and establish constructive relationships with
stakeholders (Matten, 2006), then firms with more effective board members are expected to
provide human rights information in the financial statements. We believe that having an
experienced board chairperson will either strengthen or limit the ability of a diverse or an
independent board to engage in human rights reporting.

2.1 Theory and hypothesis development

A review of the literature suggests that most firms around the globe are working toward
achievement of SDGs by integrating sustainable solutions into strategic decision-making
(Halati and He, 2018; Rashed and Shah, 2020; Buhmann et al., 2019). One of the key
sustainable initiatives that firms have incorporated in their strategic decisions is human
rights reporting, which involves reporting actions and activities that impact on the rights of
employees (UN, 2011). Existing scholars argue that disclosing human rights information is
considered a means of increasing transparency, meeting the needs of the stakeholders
(Islam et al., 2017; Park, 2014) and enhancing corporate image and reputation (Garcia-
Torea et al., 2016; Murray, 2017). Despite these crucial roles, developing economies
continue to struggle with unstable and lack of institutional identity of corporate governance
regulations (Areneke et al., 2019), which raises the possibility that some key company
practices, such as reporting on human rights, may not be disclosed, harming the credibility,
accountability and legitimacy of the company in the eyes of various stakeholders. (Kimani
et al., 2021). Although the discourse on human rights has received attention in the
intellectual space, the role of the board remains unexplored particularly in emerging
contexts. A few studies have made an attempt to investigate human rights reporting, for
example, Branco et al. (2021) examined the relationship between board demographic
diversity and found that a diverse board enhance reporting of human rights aspects in
annual reports. To the best of our knowledge, this is the first study to examine factors
affecting human rights reporting in the Kenyan setting. As such, the aim of this line of inquiry
is to examine the how board diversity and independence affect human rights reporting and
how chairperson’s experience moderates the relationship through the lenses of legitimacy
and resource dependence theories.

Legitimacy theory proposes existence of a social contract between firms and society which
provides that firm’s survival largely depends on the extent to which its objectives conform to
the values and expectations of the society (Baik and Park, 2019). Prior literature has
documented that disclosure of responsible activities acts as a legitimization strategy
(Deegan et al., 2002) — implying that firms facing legitimacy questions because of social
incidences tend to disclose social programnmes as a reactionary measure to modify or alter
public perception and thus improve their image and reputation (Aibar-Guzman et al., 2022).
Therefore, firms must be seen to act in a way that meets the expectations and norms of the
society by publicly disclosing their social initiatives (Searcy and Buslovich, 2914; Jessop
et al., 2019). Existing literature indicate that boards are responsible for setting social
agendas and providing critical resources for the implementation of social initiatives (Jizi,
2017) and, therefore, boards are more likely to undertake social activities that improve
human rights (Branco and Rodrigues, 2008). Extant studies have shown that boards with
diverse and independent members pursue value-creating social activities and,
consequently, ensure reporting of such activities in their annual reports (Cucari et al., 2018;
Hoang et al., 2018; Jizi, 2017). This will eventually legitimize company operations in the eyes
of the many stakeholders. The resource dependence theory, on the other hand, holds the
view that boards supply or secure important resources for the firm through links to the
external environment (Pfeffer and Salancik, 1978, 2003). Extensive firm-industry expertise,
diverse insights, contacts with stakeholders, unbiased judgment and networks are some of
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the important resources that boards contribute to the firm (Hillman, 2005; Hillman and
Dalziel, 2003). It is argued that firms with a well-equipped and diverse board have a wider
exposure to reporting on social initiatives in annual reports (Jizi et al., 2014), however,
reporting of such social actions may be enhanced or limited by an experienced chairperson
who understands the dynamics of the external environment and stakeholders’ needs. Thus,
we contend that a board’s capacity to engage in sustainable practices, such as human
rights reporting, is contingent on the chairperson’s experience.

2.2 Board diversity and human rights reporting

Board diversity is defined as variation among the board members that may be derived from
multiple sources such as age, gender, nationality, education and ethnicity (Galia and
Zenou, 2012). Prior studies have found that diverse boards improve the quality of strategic
decisions and promotes corporate competitiveness (Dobbin and Jung, 2011), identify and
satisfy stakeholder's demands (de Jong and van der Meer, 2017) and are more likely to
stimulate debates reflective of societal needs (Hillman, 2015). Drawing from resource
dependence theory, diverse boards bring variety of skills, information, resources, a broader
range of strategic views and insights (Pfeffer and Salancik, 1978) that are likely to aid
decision-making on CSR reporting (Katmon et al.,, 2019; Liao et al., 2015). Despite prior
studies pointing at a positive link between board diversity and CSR reporting (Barako and
Brown, 2008; Branco et al., 2021; Garcia-Sanchez et al., 2019; Khan et al., 2019; Manita
et al., 2018), majority of these studies have focused on the impact of individual diversity
characteristics rather than the overall effect of board diversity (Rao and Tilt, 2016). As such,
there aren’t many studies that have examined the combined impact of diversity on CSR
related issues (Darmadi, 2011), more particularly in developing countries. Thus, to infer on
an overall effect that might not be realized on individualized factors, we replicate this by
combining diversity as one indicator because outcomes of boards are collective in nature.
Moreover, empirical evidence have shown mixed results with regard to the effect of
fragmented board diversity characteristics on corporate social reporting (Azam et al., 2019;
Tapver et al., 2020). For instance, in terms of gender diversity, female directors have been
linked to higher ethical standards (Kyaw et al., 2017) and so they are more likely to support
disclosure of human rights aspects. It is also shown that long-tenured members disclose
less social corporate information including human rights reporting (Rao and Tilt, 2016).
Recent study shows that diversity on boards does not contribute much to the disclosure
levels of human rights information in overall, but nationality diversity was found to positively
influence human rights reporting (Branco et al., 2021). In essence, diverse boards are more
likely to bring relevant resources such as specialized knowledge and experience, which
may facilitate decisions favoring human rights reporting. Equally, diverse boards tend to
legitimize external activities by engaging and voicing out stakeholders concerns in the
boardroom, thus facilitating disclosure of CSR initiatives, such as human rights reporting.
Hence:

H1. Diverse boards positively influence human rights reporting.

2.3 Independent boards and human rights reporting

Independent boards refers to those that are free of influence by management, businesses
or other relationships which could interfere with the exercise of independent judgment or
ability to act in the best interest of the stakeholders. It is a key corporate governance
attribute (Effah et al., 2022; Khan, 2010) that provides a mechanism that improves board
effectiveness and enhances accountability to the stakeholders (Haniffa and Cooke, 2005).
Owing to their unique position, independent boards are better positioned to ensure that the
social concerns of the stakeholders are met. According to resource dependence theorists,
independent boards offer distinctive resources (Pfeffer and Salancik, 1978) that facilitate
objective advice on strategic decisions such as disclosure of the firm’s social programs and
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initiatives. According to the legitimacy theory, the presence of independent directors
encourages firms to disclose human rights-related activities in their annual reports given the
growing awareness of social and environmental issues (Nurhayati et al., 2016). Drawing
from the literature, independent boards potentially influence CSR disclosure because of
greater monitoring skills (Barako and Brown, 2008), which may help facilitate reporting of
social and environmental concerns of the firms they lead (Jizi et al., 2014; Kaymak and
Bektas, 2017) as well as motivating firms to disclose sustainability information such as
human rights (Frias-Aceituno et al., 2013). Studies examining the impact of board
independence on CSR reporting have yielded conflicting results, notwithstanding the dearth
of research examining the relationship between board independence and human rights
reporting. For instance, some studies (Htay et al., 2012; Post et al., 2011; Al Fadli et al.,
2020) shows that the presence of independent boards is positively related to CSR reporting,
while others suggests no relationship (Rashid, 2021). Because CSR reporting incorporates
disclosure of social actions, it means that independent boards are crucial monitoring agents
of corporate reporting process. Thus, owing to the key resources - objective judgment,
extensive experience and knowledge, they bring to the firm, independent boards are likely
to encourage firms to report information on human rights to maintain legitimacy with
stakeholders. Similarly, in emerging environments where there have been more instances of
human rights abuse, independent boards are more likely to scrutinize firm human rights
reporting to ensure legitimacy in the face of stakeholders. Hence:

H2. Independent boards positively influence human rights reporting.

2.4 Moderating role of chairperson’s experience

The chairperson is the leader of the board who assumes greater responsibilities for the firms
they lead (Kakabadse and Kakabadse, 2007; Krause, 2017). As a result of this increased
responsibility, the role of the board chairperson is receiving increased academic attention
(Kanadli et al., 2020). Previous researchers, suggests that the chairperson maintains order
and proper conduct of board meetings by setting key agendas, ensuring all members’
participation and making technical decisions (Bezemer et al., 2018). This approach may
make it easier for sustainable practices to be adopted as part of the board’s key agendas.
Most recently, stakeholders have put pressure on board chairperson to increase corporate
transparency (Amis et al., 2020; Harrison et al., 2020) by ensuring that the firms adopt
disclosure practices geared toward sustainability. Moreover, an experienced chairman is
responsible for facilitating effective board discussions on corporate practices and bringing
out the best in each board member (Peterson, 2021). Resource dependence theorists
postulate that a chairperson with extensive experience provides resources that are valuable
in embedding the best practices in the firm (Pfeffer and Salancik, 1978). These resources
include the provision of legitimacy, networks, outside insights, complementary talents,
experience and advice. Thus, a board chairman with a broader experience is more likely to
be aware of how social and environmental initiatives may damage corporate credibility and
legitimacy (Al-Mamun and Seamer, 2021). This means that a chairperson who has
previously been in a position as director, CEO, COO or a special expert in another
organization has accumulated more experience in managing environmental uncertainty and
may encourage disclosure of human rights information in the annual reports as a way of
increasing its legitimacy. Moreover, based on the legitimacy perspective, an experienced
chairperson has power to influence boardroom deliberations and hence corporate
disclosure practices. In this regard, as an experienced chairperson, he/she may be able to
exert influence over independent board members to ensure that firms report certain social
actions, such as human rights — related information in the annual reports. An experienced
chairperson may also use a diverse board’s firm-industry-specific knowledge to encourage
human rights reporting, because a diversified board has a broader view and insights that
can inspire stakeholder-oriented board discussions. However, in some cases, an
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experienced chairman may be unable to coordinate a diverse board because of the varied
personalities who may be unwilling to share information or dissent to certain board
decisions (Peterson, 2021), thus limiting disclosure of human rights activities. Therefore, we
propose the following hypotheses:

H3a. Chairperson’s experience positively moderates the relationship between board
diversity and human rights reporting.

H3b. Chairperson’s experience positively moderates the relationship between board
independence and human rights reporting.

3. Methods and data

We used a longitudinal approach with datasets from 53 firms listed in Kenya’s Nairobi
Securities Exchange (NSE) over 11years (2009-2019). For inclusion in the data set, the
company must have produced an annual report. However, because some firms did not
produce annual reports throughout the research period, the data set was unbalanced. As a
result, this yielded 547 firm-year observations which were used for hypotheses testing. We
used panel data for this study because it provides more accurate inferences of model
parameters, greater capacity to capture the complexity of firm behavior, more simplified
statistical inference and also accounts for individual heterogeneity (Hsiao, 2007).
Secondary sources, notably annual reports and company websites, were used to obtain
data. Most firms published human rights disclosures on their websites, the information of
which is usually reported in the annual report (Rashid, 2015). Moreover, annual reports are
deemed appropriate because they are believed to be a means by which the company
communicates to the public (Othman and Ameer, 2010). We used content analysis to
generate the data because it is a common and exhaustive means of obtaining data from
annual reports and company websites (Prado-Lorenzo et al., 2012).

3.1 Measurement of variables

3.1.1 Dependent variable. We used a comprehensive Human Rights Index (HRI) based on
several standards and guidelines to measure human rights reporting (Epstein and Buhovac,
2014). Following the earlier works of researchers (Aggarwal and Singh, 2018), we
developed a weighted index comprising of 14 items, namely; non-discrimination, equal
opportunity for employment, work conditions, sanitation, employee health and occupational
safety, freedom of association and right to information, social security, fair remuneration,
housing, welfare, labor grievances and unionization, child labor and forced or compulsory
labor, human dignity, product quality and diversity. The index is a ratio of the number of HRI
items disclosed divided by the total numbers of HRI items. To assess the total of items
disclosed, we checked the presence of each item in the annual reports and company
website. A score of 0 indicating (absence) or 1 indicating (presence) was assigned. The
scores so obtained were then expressed in percentage, where higher scores reflected
better ability of the company to disclose human rights practices.

3.1.2 Independent variables. Board diversity was constructed using four diversity indices:
age, tenure, gender and nationality (Harjoto et al., 2015; Rao and Tilt, 2016). Each one of
the diversity indices was created based on Blau’s index (Blau, 1977; Hirschman, 1964) for
heterogeneity and takes on values between zero and one. The overall index of board
diversity is generated by adding the four standardized Blau indices representing the four
diversity dimensions mentioned above. The index is computed as follows:

n
Bl=1-Y F?
t=1
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Where:

W

Bl =isBlau’s Index, “i” is category;

“P” = is the fraction of board members in each category; and

n” = is the total number of board members in each category.

Blau’s index represents the degree of diversity of the board members with an index value
close to one suggesting a more heterogeneous group while a value of zero would imply that
there is only one category within that particular dimension (e.g. only male directors on the
board), making it a perfectly homogenous group. Tenure diversity represents the number of
years each board member has served in the firm and has five categories i.e. 1-4 years, 4-8,
8-12, 12-16 and more than 16 years, Age diversity indicated the current age of each board
member and has two categories — below and above 40 years. Gender diversity is measured
using two categories: male and female (Abad et al., 2017). Finally, nationality diversity is a
based on whether the board member is of Kenyan nationality or of foreign nationality.

Board independence was measured using as the ratio of the total number of independent
board members to the total number of board members (Ahmad et al., 2017).

3.1.3 Moderating variable. We measured chairperson experience by developing a
composite index of the current external directorships, previous senior-level leadership,
previous directorships and special expertise in the industry. Current directorship is
computed as the number of directorships in the current position. Researchers have viewed
ties to other boards as a valuable quality of a director (Kor and Sundaramurthy, 2009).
Special expertise in the industry or a particular strategic issue in the industry is measured
by a dummy variable on whether the chairman has had previous working experience either
in the firm or in a similar firm, often referred to as slightly more generic experience (Johnson
et al., 2013), while previous leadership either as a CEO/COO/CFO and previous
directorships measured as the number of directorships previously held in other firms,
including those that bear no resemblance to the firm whose board the individual chairs
frequently referred to as more generic experience (Kor and Misangyi, 2008).

3.1.4 Control variables. Following previous studies, we controlled some board attributes
and firm characteristics known to affect human rights reporting. These variables include firm
age, size, profitability, board size and year and company dummies. Firm age is the number
of years because incorporation and was computed as the natural log of the age of company
i in year t (Galbreath, 2010). Firm size is calculated as a natural log of total assets of
company i/ year t (D’Amato and Falivena, 2020); profitability was measured using (ROA),
calculated as net income divided by total assets of a company /in year t (Chen et al., 2018).
Studies have shown that profitability does influence human rights reporting (Baker et al.,
1985; Hamid, 2004), specifically, profitable firms have comparatively more resources to
undertake social programmes and hence more disclosures (Ramdhony et al., 2021). We
measured board size as the total number of directors on the board (Galbreath, 2018). It has
been found that large boards have greater monitoring abilities and possibly broader
stakeholder representation, which increases social responsibility disclosures (Ho and
Williams, 2003). Year and company dummies were used to measure specific effects for
each year and each company. Table 1 below indicates the variable definition and unit of
measurement.

3.2 Model specification

We used a panel dataset to examine the effect of board characteristics on human rights
reporting and the moderating role of chairperson’s experience in the relationship. Panel
fixed-effects and panel random-effects are the most common methods of estimating
panel data. Using Hausman test, we found support for random-effects model. The panel
regression model is provided in three models, with Model 1 testing for H7 and H2, whereas
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Table 1 Definition and measurement of variables

Variable Definition Measurement

HRR Human rights reporting Derived from dichotomous weighted index from
14 items where the value of “1” represents
disclosure and ‘0’ otherwise

BD Board diversity Measured as a composite index of age, tenure,
gender and nationality

Bl Board independence Proportion of independent directors to total
number of directors

CE Chairperson experience A composite index of the current external
directorships, previous senior-level leadership,
previous directorships and special expertise in
the industry

FA Firm age Log of total number of years since inception

FP Firm profitability Return on assets

FS Company size Log of total assets

BS Board size Total number of members in the board

Models 2 and 3 testing for H3a and H3b interactions, respectively. As a result, the
equations have the following forms:

HRRi = ai + B1FAi + BoFPi + BsFSit + B4BSit + BsBDjt + BeBlit + B7 YDyt + BgFDit + it

Model 1

HRRy = ajt + B1FAi + BoFPit + B3 FSi + B4BSit 4 Bs BDjt + B Blit + B7BDjr + BCEj + B YDyt
+ BoFDj + &it

Model 2

HRR: = ai + B1FAr + BoFPit + BsFSit 4 B4BSit 4 BsBDit + BeBlit + B7Blit x BCEjt 4 B3 YDyt
+ BoFDj + &it

Where:
HRR;
BDj
Bl
BCE;

Bi.. ... ..

FA;
FPy
FSi
BSj;
Qjt

YD
FD;

Eit
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Model 3

= represents human rights reporting of firm jin year t,

= is the board diversity of firm /in year t;

= is the board independence of firm iin year t;

is the Board Chairperson Experience of firm iin year t;

Bg = are the coefficients of the model variables of firm iin year t;

is the firm age of firm i in year t;

= represents the firm profitability of firm iin year t;

= represents the firm size of firm iin year t;

= represents the board size of firm iin year t;

= is the constant (y-intercept) of firm /in year t;

= represents the year dummy of firm /in year ¢;

= represents the firm dummy of firm /in year t, and

=is the error term of firm jin year t.



4. Inferential analysis
4.1 Descriptive results

Table 2 presents the descriptive statistics. The results indicate that sixty percent (60%) of the
firms listed at the Nairobi Securities Exchange disclose human rights activities and, therefore,
complied with set standards and guidelines. The findings further indicate that between 2009
and 2019, the average board diversity was 20% indicating low levels of diversity in tenure, age,
gender and nationality. Board independence was 0.49 indicating that on average, there are
49% independent directors on the board of listed firms in Kenya. The mean average of
the chairperson’s experience in Kenyan-listed firms was 27%. We find that the mean age of the
firms was 29.04 indicating that the average age firms in the sample were 29 years old since and
the average board size of the listed firms in Kenya was approximately nine members.

4.2 Correlation results

Correlation results are presented in Table 3. The findings indicate that both board diversity
index and board independence had a significant and positive correlation with human rights
reporting. Further results revealed that chairperson’s experience had an insignificant
correlation with human rights reporting but a significant relationship with board
independence and board diversity. This indicates a possible causal effect of board
diversity and board independence on human rights reporting and a possible moderating
effect of chairperson experience on the relationship between board independence, board
diversity and human rights reporting.

4.3 Diagnostic results

We conducted various diagnostic tests to determine the appropriateness of data for
analysis. Moreover, diagnostic analyses helped in determining if the data satisfied the

Table 2 Descriptive results

Stats (n = 547) Mean SD Skewness Kurtosis
Human rights reporting 0.60 0.24 —0.68 2.63
Board diversity 0.20 0.18 0.85 3.82
Board independence 0.49 0.42 1.21 4.48
Board chairman experience 0.27 0.27 11.69 212.63
Firm age 29.04 17.36 0.10 1.96
Firm profitability 0.07 0.57 —15.82 316.49
Firm size 7.19 0.89 —0.21 2.73
Board size 8.81 2.55 0.26 2.67

Table 3 Correlation results

Variable 1 2 g 4 5 6 7 8
Human rights reporting 1.000

Board diversity 0.569**  1.000

Board independence 0.473**  0.434** 1.000

Chairperson experience  0.037 0.164* 0.070*  1.000

Firm age -0.119* -0.086 —-0.135* —0.111* 1.000

Firm size 0.330**  0.341** 0.153* 0.047 -—0.200** 1.000

Firm profitability 0.003 —-0.019 0.014 -0.089 -0.031 0.048 1.000
Board size 0.307**  0.463** 0.196* 0.033 -0.053 0.297** 0.035 1.000

Notes: “*Correlation is significant at the 0.01 level (two-tailed), *r (0.05) level (two-tailed). n = 547
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cardinal conditions for panel analysis using fixed or random models. Table 4 presents a
summary of all diagnostic tests performed during the analysis. For example, data normality
was tested using the Jarque-Bera test, which yielded a chi value of 3.327 and a p-value of
0.1895, indicating that the null hypothesis was supported. This implied that the data had a
normal distribution, which is suitable for further data analysis. Heteroscedasticity was
assessed using the Breusch and Pagan Lagrangian Multiplier test, which yielded a chi
value of 2.00 and a p-value of 0.1578, suggesting that the null hypothesis was not rejected.
This indicates that there was no violation of homoscedasticity. Autocorrelation was tested
using the Wooldridge test which from Table 3 had a chi value of 7.536 with a p-value of
0.0952 hence failing to reject the null hypothesis an indication that there was no first-order
autocorrelation. Equally, variance inflation factors (VIF) was used to test the presence of
multicollinearity. The VIF was less than 10 hence no problems of multicollinearity. In this
study, the unit root was tested using Fisher-type unit-root test Based on augmented
Dickey—Fuller tests. As shown in Table 4, the significance level is less than 5% for stationary
testing of all variables; therefore, the variables are stationary at a confidence level of 95%.
Finally, we used Durbin-Wu-Hausman to detect for endogeneity of individual regressors. As
shown in Table 4, the significance level is more than 5% for endogeneity testing of
residuals, therefore, it is concluded that the explanatory variables are uncorrelated with the
error term.

4.4 Regression results

We analyzed our data analyzed using the random-effects model. The Hausman test yielded
a chi-square of 10.18 and a p-value of 0.1174. Because the p-value was greater than the
0.05 threshold, the random-effects model is appropriate for estimation. Table 5 presents
results from our hypotheses tests. Model 1 analyzes H1 and H2. To test H3a and H3b, we
include the moderating influence of chairperson experience in Models 2 and 3. H1
proposed that board diversity impacts human rights reporting positively. As demonstrated
in Table 5, the results are significant and support H7 that board diversity improves human
rights reporting (B = 0.42, p< 0.01). In terms of economic relevance, having a diverse
board membership is related with a 0.42% increase in human rights reporting. As a result,
the findings support our argument that diverse boards are more likely to improve human
rights reporting by using their diverse skills and insights to legitimize corporate activities.
This finding is in line with earlier claims that the more diverse the board is, the more effective
their decisions on corporate disclosure practices and, thus enhancing human rights
reporting (Rao and Tilt, 2016). In H2, we proposed that an independent board has a
positive impact on human rights reporting (8 = 0.14, p< 0.01). The results from Table 5
support this assumption that independent directors have strict monitoring abilities that allow
them to scrutinize disclosure practices meant to improve human rights reporting. In
economic terms, the appointment of independent board members improves human rights

Table 4 Diagnostic results

Test Null hypothesis Test statistic Prob. Remark

Jarque-Bera normality test HO: normality 3.327 0.1895 Fail to reject HO

Breusch-Pagan/Cook-Weisberg test HO: Constant variance 2.00 0.1578 Fail to reject HO
Variables

Wooldridge test for autocorrelation ~ HO: no first-order autocorrelation 7.536 0.952 Fail to reject HO

Ramsey’s RESET HO: The model is correctly specified 0.420 0.657 Fail to reject HO

Durbin-Wu-Hausman HO: no endogeneity 0.02 0.8924 Fail to reject HO

VIF for multicollinearity 1.22 VIF were < 10, hence no multicollinearity

Fisher-type unit-root test Based on ~ HO = panels contain a unit root All p-values less than 0.00 Reject HO

augmented Dickey-Fuller tests
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Table 5 | Regression results

Model 1 Model 2 Model 3
Firm age 0.14* (0.05) 0.15** (0.05) 0.16** (0.05)
Firm size 0.15** (0.03) 0.14** (0.03) 0.14** (0.03)
Firm profitability —0.01(0.02) —0.01(0.02) —0.00(0.02)
Board size 0.08 (0.04) 0.05 (0.04) 0.03 (0.04)
Board diversity 0.42** (0.03) 0.39** (0.03) 0.41** (0.03)
Board independence 0.14** (0.03) 0.13** (0.03) 0.12** (0.03)
Chairperson experience —0.02(0.02) 0.01(0.02)
Chairperson experience*board diversity —0.14** (0.04)
Chairperson experience*board independence 0.14** (0.04)
_cons 0.04 (0.09) 0.04 (0.09) 0.04 (0.09)
Year dummy Yes Yes Yes
Firm dummy Yes Yes Yes
Observations 547 547 547
R-sq:
within 0.398 0.419 0.414
between 0.358 0.368 0.370
overall 0.363 0.376 0.375
R-sq:A 0.240 0.021 0.016
Waldchi2(6) 351.32 379.88 373.42
Prob > chi2 0.000 0.000 0.000
Hausman
chi2(4) 10.180 11.010 14.620
Prob > chi2 0.117 0.088 0.102

Notes: Standard errors in parentheses; ** and * Significant at the 0.01 and 0.05 levels, respectively

reporting of Kenya’'s listed firms by approximately 0.14%. This finding is supported by
Waweru (2020), who argued that owing to their industry knowledge, independent boards
are more likely to require firms to disclose human rights information in their reports to gain
legitimacy.

The hierarchical regression model was used to test the moderating role of chairperson’s
experience on the relationship between board attributes and human rights reporting. All
variables were standardized before performing interactions to avoid problems of
multicollinearity (Jose, 2008). The variables were entered stepwise into the regression
model to form hierarchical regression in Table 5. To test the interaction effects, we added
chairperson’s experience in Models 3 and 4 respectively. As indicated in Table 5, we
hypothesized (H3a) that chairperson experience positively moderates the relationship
between board diversity and human rights reporting. The results presented in Model 3 show
a negative moderation effect (8 = —0.14, p < 0.01), hence does not support the assertion
that an experienced chairperson enhances the impact of board diversity on human rights
reporting. It economically means that in the presence of chairperson’s experience, the
impact of board diversity on human rights reporting reduces by 0.14%. This outcome
supports the claim made by Forbes and Milliken (1999) that when boards are diverse, there
is a high possibility of problems arising from conflicting views, which may divert
the attention of an experienced chairperson from enhancing diverse boards decisions to
ensure firms report human rights information. Furthermore, in the third hypothesis (H3b), we
suggest that chairperson experience positively moderate the impact of board
independence on human rights reporting. Consistent with our prediction of H3b, the
coefficient of the interaction between chairperson experience and board independence is
significant and positive (8 = 0.14, p< 0.01). In terms of economic significance, the
presence of an experienced chairperson in a highly independent boardroom enhances the
impact of board independence on human rights reporting by an approximate 0.14%. This
result is consistent with research on the chairperson’s role (Kakabadse et al., 2006; Van
den Berghe and Baelden, 2005), which suggests that having an experienced chairperson
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on the board fosters a culture where board members can exercise their independence and
draw on their expertise to support corporate policies like disclosing information about
human rights.

We also presented our results using mod graphs as shown in Figures 1 and 2 to further
probe the interactions (Aiken et al., 1991; Jose, 2018). The interaction presented in the
Figure 1 indicates that when the chairperson is highly experienced, diverse board does
report less of human rights information. In other words, when a chairman is highly
experienced, low diversity improves human rights reporting. The results in Figure 2 indicate
that when a chairman is experienced, independent boards tend to report on human rights
information in the annual reports.

4.5 Robustness test

To provide evidence of robustness of our findings to endogeneity from unobserved
individual effects and simultaneity (Areneke and Tunyi, 2020), we used a dynamic
estimating technique, the first-difference GMM proposed by Arellano and Bond (1991)
which takes the first differences to remove unobserved individual effects and also test for
auto-correlation of the first and second order. The technique identifies reliable instruments

Figure 1 Interactions of chairman experience and board diversity to human right reporting
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to use in the estimation equations (Wintoki et al., 2012; Flannery and Hankins, 2013). We
restricted the number of instruments as suggested by Roodman (2009b) by collapsing the
instrument sets to improve efficiency of the model. We also tested for over-restriction using
the Sargan-Hansen method (Windmeijer, 2018). The results on Table 6 shows that all the
coefficients of the difference GMM estimates lies within the bounds of those given in the
random effects regression models, the sign of the coefficient for lagged ROA however
becomes positive and mildly significant. The results for the Hansen J test which reports the
p-values for the HO of the validity of the over-identifying restrictions shows that we do not
reject the HO (p > 0.05). Thus, the model is properly identified. In addition, the p-values for
the first and second order auto correlated disturbances in the first-differenced equation
shown in the Table 6 as AR(1) and AR(2) values are significant for first order auto-correlation
as expected, but shows no evidence for significant second order auto-correlation. This
suggests that our test statistics are properly specified. Overally, the robustness test results
are comparable to the baseline results, demonstrating the consistency and robustness of
the main findings across alternative measurements.

5. Discussion and conclusion

We examined the moderating role of the chairperson’s experience on the relationship
between board attributes and human rights reporting in Kenya. Our study provides insight
into a developing country characterized by weak institutional and legal environment
(Waweru et al., 2019). Using a dataset of 53 firms from 2009 to 2019, the findings suggest
that firms report human rights disclosures to legitimize their firms’ position in society.
Furthermore, in order for firms to implement this in their annual reports, corporate boards
are at the forefront of disclosing human rights-related information. The findings support our
proposition indicating that board diversity and independence improve human rights
reporting in listed firms in Kenya. Furthermore, the empirical results sheds light on the role
of the chairperson in mobilizing board competencies and ensuring human rights reporting
form an integral part of corporate reporting in Kenya. This underscores the importance of
the chairperson and board members in human rights reporting from a developing country
perspective.

We find that board diversity is positively and significantly related to human rights reporting
in Kenyan firms. These findings are consistent with the results of other researchers (Barako
and Brown, 2008; Branco et al., 2021; Garcia-Sanchez et al., 2019; Khan et al., 2019)

Table 6 First- difference GMM results

Variables GMM
Lagged. Human rights reporting 0.333**(2.05)
Board diversity 0.305**%(3.07)
Board independence 0.05(0.91)
Firm age 0.183(0.82)
Firm profitability 0.01" (1.80)
Firm size 0.009 (1.81)
Board size 0.004 (0.07)
Year dummies Yes

No. of observations 547
F-Statistic 9.03***
Groups/Instruments 53/24
AR(1) 0.012
AR(2) 0.549
Hansen statistic 0.384

Notes: ***, ** * are statistical significance at the 1, 5 and 10% levels, respectively; t-statistics (in
parentheses) are based on White Heteroscedasticity-consistent std. errors; p-values reported for AR
(1), AR(2) and Hansen Statistic. Dependent variable: human rights reporting
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indicating that diverse boards are more likely to improve human rights reporting because
their diversities endows them with skills and experiences that facilitate the disclosure of
human rights-related information. Khan and Sulaiman (2021) indicated that firms may
communicate a picture, say of equal opportunity and gender diversity in their reports, but
lacking the details and accuracy of how it has been achieved. Indeed, human rights
reporting is based on high quality decisions of the board that are realized when they are
diverse. Such diverse boards promote better quality discussions and increase the ability of
the board to undertake socially responsible activities and make the requisite disclosures
(Ramdhony et al., 2021). In tandem with resource dependence viewpoints, diversity bring a
variety of information, resources, a broader range of strategic views and insights that are
likely to aid in reporting human rights related information. Besides, a diverse board may
commit to ensuring that stakeholder needs are considered in strategic decisions, ensuring
that firms gain legitimacy. As a result, these findings support the legitimacy theory’s
proposition that firms disclose information in response to various social and environmental
concerns, and that these disclosures help to legitimize the company’s action (Dowling and
Pfeffer, 1975; Kotonen, 2009). The study also revealed the importance of independent
boards in human rights reporting. Although a few studies have examined human rights
reporting, to the best of our knowledge, the role of board independence on human rights
reporting has not been given attention. However, it has been linked to CSR reporting (Al
Fadli et al, 2020; Fahad and Rahman, 2020; Fernandez-Gago et al., 2018). Hence,
independent board members tend to use their industry experience and knowledge to
pressurize firms to disclose human rights issues in their reports to earn legitimacy (Waweru,
2020) by meeting the social needs of stakeholders. From a theoretical stand point, our
findings are consistent with legitimacy propositions which indicate that independent boards
use their expertise and compel executives to make human rights disclosures in the annual
reports to preserve reputation and image.

The interactions revealed that the ability of board members to influence human rights
disclosure in listed firms in Kenya is largely dependent on the chairperson’s experience. For
instance, an experience chairperson may set agendas on corporate disclosures and initiate
board discussions on human rights reporting. The findings support the hypothesis that
when a board chairperson is experienced and skilled, board members are more likely to
report human rights information. We found that when the chairperson is highly experienced,
a diverse board in terms of age, gender, nationality and tenure is more likely to engage in
less human rights disclosure in their annual reports. This is rather surprising because one
would expect an experienced chairperson to use the key resources brought into the firm by
a diverse board to influence human rights reporting. However, research suggests that
diversity in the boardroom can lead to communication and coordination difficulties, which
can impair board functions (Forbes and Milliken, 1999). Thus, an experienced chairman
may prioritize mitigating the challenges of diversity over corporate disclosures such as
human rights reporting. We also observed that independent boards perform better in
human rights disclosures when the chairperson is experienced. According to resource
dependence theory, the chairperson’s experience complements the skills and objectivity of
the independent board members, resulting in improved human rights disclosure.

Therefore, the findings of this study contribute to the existing literature in two ways: First, our
research adds knowledge to the ongoing debate on the determinants of human rights
reporting (Branco et al., 2021; Kaspereit et al., 2016), by examining how board diversity and
board independence influenced human rights reporting. Second, the paper also
contributes to the literature by examining the role of the chairperson experience as an
interaction term in the relationship. We conclude that a chairperson endowed with relevant
resources such as extensive knowledge and experience in managing boardroom activities
and industry dynamics has a voice in providing strategic directions to the board members
and executives on corporate practices such as human rights reporting. This has positive
implications on legitimacy of the company operations because by supporting disclosure of
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human rights information in the annual reports, stakeholder concerns are more likely to be
recognized and fulfilled in the long-run.

5.1 Theoretical and managerial implications

This study has several implications. First, on theoretical front, this study paper lends support
to resource dependence theory by demonstrating that chairperson and board members
supply important resources such as links, knowledge, diverse insights and objectivity that
may facilitate human rights reporting. Our results confirm the proposition that boards are
critical in human rights reporting because listed firms are public in nature it tends to attract
a pool of board members who are diverse, experienced and independent thus able to
provide advisory services on corporate disclosure policies to the companies they lead. So,
this research shows that board members and chairpersons are endowed with unique
attributes that may be helpful in formulating policies regarding human rights disclosures.
Importantly, we found that chairperson’s experience is relevant in ensuring that board
attributes are coordinated and used to enhance human rights reporting. Moreover, we
found that chairperson’s experience moderates the relationship between board attributes
and human rights reporting. This finding provides an understanding of how chairperson
influences board functions of listed firms in Kenya. In particular, the board chairperson is
expected to coordinate and integrate board members’ diversity, objectivity and experience
in the decision-making process by creating an enabling environment where they feel valued
enough to contribute to human rights disclosures. Second, with regard to managerial
practice, listed firms in Kenya should place more attention on a board chairperson who is
experienced and skilled and can motivate and inspire board members to capitalize on their
diversity and independence to be involved in human rights reporting. Equally, it is important
to consider diversity and independence during the selections of boards to ensure firms
achieve SDGs and promote sustainability for listed firms.

5.2 Limitations and suggestions for further studies

Like all other studies, this research suffers from a number of drawbacks. First and foremost,
this is a quantitative study. Future scholars should investigate qualitative analysis to gain a
deeper understanding of human rights concerns because matters touching on human
rights are better when expressed by the respondents. This research examined two board
attributes — board diversity and independence, while controlling other board characteristics.
Whereas the results of this study have expanded our understanding on how boards
influence human rights reporting, future researchers could nest all board attributes in a
single model and test their potential influence on sustainability reporting. There is also
opportunity for future researchers to examine other potential interactions such as CEO
narcissism, humility and other CEO personal values.
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