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) ABSTRACT

Purpose: The purpose of this paper is to review and systematize previous
studies on boards of directors in Brazil and propose an agenda to guide
future studies.

Originality/value: A conceptual model is developed to provide an inte-
grated view for research on the board of directors, incorporating variables
from different levels that connect governance mechanisms, best prac-
tices, board dynamics and company performance; we identified gaps for
the research agenda.

Design/methodology/approach: This review analyzed 95 articles on boards
of directors in Brazil between 2000 and 2019. The review was conducted
in three major steps: 1. planning; 2. conducting; and 3. organizing the
data and reporting the findings.

Findings: There is a growing interest in studying boards of directors in
Brazil, with a wide range of topics. The most studied are board compo-
sition, best practices, diversity and gender. Despite the diversity, the
previous studies are homogeneous in theoretical and methodological
terms. Based on the agency theory, most articles sought to relate board
demography to financial performance, and the findings are not conver-
gent. This scenario opens up some research avenues to address topics
that have not yet been explored, such as board processes, board tasks, and
differentiation between board performance and company performance.

KEYWORDS

Board of directors. Corporate governance. Board member. Literature
review. Research agenda.
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) 1. INTRODUCTION

The discussion about corporate governance (CG) in Brazil is still recent.
The most heightened interest in the topic arose with the country’s economic
liberalization in the early 1990s. The entry of new investors, the privatization
of state-owned enterprises, and the insertion of companies in the interna-
tional market, among other factors, led Brazilian companies to organize
their governance structures to respond to the new demands of the competi-
tive environment.

This scenario aroused the interest of scholars in finance, management
and accounting, and a new field of study has emerged in Brazil. While no
article on CG had been published in Brazilian journals in the 1990s, in the
following decade, 141 papers were published (Ribeiro, Muritiba, Muritiba,
& Domingues, 2012). As boards are the main structure of the corporate
governance system, and, ultimately, are responsible for organizational effec-
tiveness (Daily, Dalton, & Cannella, 2003; Johnson, Daily, & Ellstrand,
1996) and sustainable value creation (Huse, 2005), they drew the attention
of Brazilian researchers.

Amid the novelty of boards for academics as well as for executives,
investors, and regulators, several topics were studied, such as board contri-
butions to financial performance (Almeida, Klotzle, & Pinto, 2013; Condrige,
Clemente, & Espejo, 2012; Silveira, Barros, & Fama, 2003), the importance
of independent directors (Moura, Almeida, Vecchia & Mazzioni, 2017; Santos,
Orso, Lizote, & Marcon, 2018), and CEO duality (Costa & Martins, 2019;
Dani, Kaveski, Santos, Leite, & Cunha, 2017). These and other topics have
been explored in studies in Brazil, and it is important to know what evi-
dence has been accumulated. However, even though some previous works
have revised the literature on CG in Brazil (e. g., Catapan & Cherobim,
2010; Cunha, Moura, & Santana, 2013; Kreuzberg & Vicente, 2018; Ribeiro
et al., 2012), we have not identified any that have focused exclusively on
boards of directors.

Away from the Brazilian context, some literature reviews on boards have
been published (e. g., Gabrielsson & Huse, 2004; Johnson et al., 1996; Kagzi
& Guha, 2018; Krause, Semadeni, & Cannella Jr., 2014; Petrovic, 2008;
Zahra & Pearce, 1989). These reviews demonstrate that most studies sought
to relate the board’s demographics, such as the presence of independent
directors and women, with financial performance variables. Evidence sug-
gests that the results are inconclusive and cannot demonstrate that there is
a relationship between demographic variables and financial performance
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(Gabrielsson & Huse, 2004; Van Ees, Gabrielsson, & Huse, 2009; Zahra &
Pearce, 1989); therefore, this relationship is not as simple and direct as was
thought, but instead complex and indirect (Boivie, Bednar, Aguilera, &
Andrus, 2016; Forbes & Milliken, 1999). It is also possible to observe that
studies are moving away from a macro view to addressing specific issues,
such as gender (Kirsch, 2018), board involvement in strategic decision-making
(Judge & Talaulicar, 2017), board tasks (Aberg, Bankewitz, & Knockaert,
2019), and family business boards (Bammens, Voordeckers, & Van Gils, 2011).

These insights provide a reference for analyzing Brazilian studies since
research on boards emerged in Brazil in 2000 and part of the knowledge
produced was based on studies from other institutional environments.
However, it should be noted that, over the years, the first Brazilian cases
emerged, and it was possible to notice some particular characteristics, such
as 1. high ownership concentration (Pinto & Leal, 2013); 2. high participa-
tion of the state as a shareholder (Lazzarini, 2011); and 3. majority presence
of family businesses (Aguilera, Kabbach de Castro, Lee, & You, 2012). These
and other characteristics may require specific designs for research on boards
of directors in Brazil.

It is in this scenario that our study offers some contributions. To review
and systematize previous studies on the board of directors in Brazil, we
identified recurring theoretical and methodological patterns to propose a
research agenda. Therefore, we developed a conceptual model that provides
an integrated view, with variables that have still been little explored by
Brazilian studies, such as psychosocial processes, board tasks, and differen-
tiation between board-level outcomes and firm-level outcomes. Thus, this
study contributes by addressing research gaps that can offer relevant contri-
butions to the field of corporate governance.

This article is structured in five other sections. In the following section,
we present the streams of research most adopted in studies on boards and
our conceptual model. Next, methodological procedures are presented.
Then, the results are described. In the following section, we analyze the
results contrasting with the proposed conceptual model, and a research
agenda is suggested. In the last section, we present the concluding remarks.

) 2. THEORETICAL BACKGROUND

The board of directors has been studied from different perspectives. To
evaluate Brazilian studies, we observed the existing streams of research and
developed a conceptual model that helps to reveal potential gaps for future
research.
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2.1 Streams of research

When reviewing the studies on boards, Gabrielsson and Huse (2004)

developed a taxonomy in which one axis of analysis is focused on the behavio-
ral perspective and the other on the contingency perspective, as shown in
Figure 2.1.1.

A

CFigure 2.1.1)
TAXONOMY TO ANALYZE RESEARCH ON BOARDS

Contingency focus

Contingency studies: context, open Evolutionary studies: history, time,
system, stakeholders, interaction with the change, learning.
environment,

Input-output studies: black box, Behavioral studies: actors, power, process,
relationship between dependent and decision-making.
independent variables and secondary data.

\/

Behavioral focus

Source: Adapted from Gabrielsson & Huse (2004).

Input-output studies: These studies form the mainstream of research in
CG. Its emergence is linked to the consolidation of agency theory as the
main theoretical lens of CG studies (Dalton, Daily, Ellstrand, & Johnson,
1998). Studies in this stream focus on corporations, and the governance
problems investigated, in short, involve the misalignment of interests
between executives and shareholders. The purpose of most articles is to
investigate how boards can be responsible for a better financial perfor-
mance. The justification is that boards, as the main internal CG mecha-
nism, are responsible for monitoring executives and making them act in
accordance with the interests of shareholders, which reduces agency
costs and contributes to the financial performance.

Despite its widespread use, studies of this current have failed to reach
conclusive results, and, in many cases, the findings have been contro-
versial (Van Ees et al., 2009). The assumption that boards with an ideal
composition would be able to raise the company’s performance has not
been proved by empirical studies. Because of this belief, much focus was
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given to board’s control role, which proved to be superficial as a single
factor to explain the financial performance (Daily et al., 2003; Zahra &
Pearce, 1989).

This scenario led boards to be considered a “black box,” distant from
society and difficult for researchers to access (Forbes & Milliken, 1999;
Huse, 2005; Leblanc & Schwartz, 2007). Given the need to open the
“black box,” researchers made an appeal for future studies to explore
the process singularities that involve board dynamics (Forbes & Mil-
liken, 1999; Rindova, 1999). Based on this, Gabrielsson and Huse
(2004) proposed three other streams of research.

Behavioral studies: The authors of this stream are interested in observing
the actors, as well as the relationships and interactions among them,
inside and outside the boardroom; processes that guide decision-making
are explored. This stream emphasizes that charters and formal policies
in organizations are not sufficient to fully understand CG (Gabrielsson
& Huse, 2004). The logic of the argument is that boards can play several
roles and establish different processes to act, and these may differ from
stakeholder expectations (Forbes & Milliken, 1999). Therefore, different
theoretical lenses are needed to understand the board dynamics. Like-
wise, different data collection and analysis techniques are employed,
although the survey is the most common (Gabrielsson & Huse, 2004).

Contingency studies: This stream considers the influence of contingencies
and perspectives of multiple stakeholders on the boards, examining how
the board’s performance depends on the context in which the company
is involved. The contingency studies look not only at the internal CG
mechanisms, but also at the external ones (Aguilera, Desender, Bednar,
& Lee, 2015). CG is analyzed in a broad institutional and social envi-
ronment in which the board’s power is relative and depends on several
factors, such as industry, legal regulations, and the development of
relations between the various internal and external coalitions with an
interest in the company, among others (Aguilera, Filatotchev, Gospel,
& Jackson, 2008). Governance systems are exploited mainly through
contrasting theories and contexts. Data are collected in different ways,
including archival data, surveys, and interviews (Gabrielsson & Huse,
2004).

Evolutionary studies: Studies of this stream explore context and behavior
together. Scholars consider the governance system, as well as power and
the attributes of internal and external actors, that can influence a board’s
decisions. Time and learning become relevant, which means that
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studies are designed with longitudinal data to understand the changes
(Gabrielsson & Huse, 2004). The evolutionary perspective can be treated
as state of the art because it recognizes the need to consider the boards
as open systems that may change and develop over time. This type of
research, while being able to offer valuable contributions, is a great chal-
lenge for researchers, given the difficulty of operationalization.

2.2 Integrated conceptual model

There are different ways of conceptualizing boards within a CG system.
In line with the input-output studies, the main one is that the board is a CG
mechanism capable of mitigating agency conflict (Jensen & Meckling, 1976).
The board of directors, along with ownership, capital structure, and manage-
ment incentives, make up the main internal CG mechanisms (Aguilera et al.,
2015; Silveira, 2015). The interaction of these mechanisms with the board
helps to understand how a board is composed and how it will act.

Despite the great interest in literature for internal mechanisms, they
are not the only drivers of CG practices (Bueno, Nascimento, Lana, Gama,
& Marcon, 2018). There is a set of external mechanisms that influence
governance, for example, legal systems, markets for corporate control, rating
organizations, external audits, media, and stakeholder activism (Aguilera
et al., 2015). These mechanisms also contribute to the establishment of
best practices that guide the actions of governance agents.

Regarding the best practices recommended for the good functioning of
boards, there is the board composition, which must include independent
directors and a diversity of background among board members. In addition,
the presence of executive-directors should be avoided, especially if the CEO
is also the chair of the board. The argument is that a balanced composition
helps board members to develop a synergic dynamic as a group and explore
different viewpoints on relevant issues to the business.

As noted earlier, several studies have sought to investigate the relation-
ship between board demographics and financial performance; however, they
have failed to obtain consistent evidence (Boivie et al., 2016; Johnson et al.,
1996; Zona & Zattoni, 2007). A plausible explanation is that boards are
characterized as groups that make complex, but sporadic decisions. As
boards are not directly involved in implementing their decisions, the product
they generate is fully cognitive (Forbes & Milliken, 1999). For this reason,
board effectiveness depends, to a large extent, on psychosocial processes
and tasks that board members perform (Forbes & Milliken, 1999; Zona
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& Zattoni, 2007). Thus, the board’s contribution to the firm’s performance
does not occur directly, but indirectly, through its decisions that affect
the firm’s activities and then can affect the firms’ outcomes, as shown in

Figure 2.2.1.

CFigure 2.2.1)
CONCEPTUAL MODEL TO ANALYZE RESEARCH ON BOARDS OF DIRECTORS

\/

Best CG practices
directed to the board

T

CG Mechanisms

Internal

- Ownership

- Management
incentives

- Capital structure

External
- Legal system

- Market for corporate
control

- Rating organizations
- External audit

- Media

- Stakeholder activism

Board demography
- Independent directors
- CEO duality
- Board size
- Gender
- Education
- Skills and background

v

Board psychosocial
processes
- Cognitive conflict
- Effort norm
- Use of knowledge and

Firm-level outcomes

- Financial performance

skills
v

Board tasks
- Control
- Service
- Institutional
- Mediation

v

Firm's activities

- Disclosure

- Sustainability

-CSR

- Internationalization

- Earnings management

Board-level
outcomes - Decisions
- CEO replacement
- Compensation
- Audit choice
- Risk management

Source: Elaborated by the authors.

In Figure 2.2.1, it is possible to see that the board of directors” dynamics
are influenced by other governance mechanisms (internal and external),
which, in turn, influence the adoption of the best CG practices directed to
the board. Thus, the board composition (demographics) is influenced
by this interaction between mechanisms and CG practices. However, it is
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necessary to consider that both governance mechanisms and board demogra-
phy are not directly related to the firm’s outcomes; studies are needed to
investigate the boards’ dynamics to understand what makes them effective.
Thus, boards came to be analyzed as a group that processes information to
make decisions (Forbes & Milliken, 1999; Leblanc & Schwartz, 2007; van
Ees et al., 2009).

The effectiveness of a group is the result of its psychosocial processes
(Cohen & Bailey, 1997). Processes are interactions, such as communication
and conflicts, that occur between group members and other external par-
ticipants, while psychosocial traits are shared understandings and group
beliefs (Cohen & Bailey, 1997). Among the psychosocial processes explored
by the group effectiveness literature, three have been used to study the
boards of directors: cognitive conflict, effort norms, and use of knowledge
and skills.

Cognitive conflict refers to “disagreements among group members
about the content of the tasks being performed, including differences in
viewpoints, ideas, and opinions” (Jehn, 1995, p. 258). Cognitive conflict is
highly likely to occur on boards. Due to the uncertainties inherent in the
decision-making process, boards are always faced with ambiguous infor-
mation that leads board members to have different points of view on the
appropriate directions for each decision (Dutton & Jackson, 1987). In addi-
tion, the board members have different experiences and knowledge (Zona
& Zattoni, 2007). Each board may experience different levels of cognitive
conflict (Lorsch & Maclver, 1989). The behavior of directors varies from
“rubber stamping”, which only endorses management decisions, to a more
proactive style, developing structures and processes to promote construc-
tive discussions (Zona & Zattoni, 2007).

Effort norms refer to the beliefs shared by the group regarding the level
of effort that is expected of each individual in carrying out a task (Wageman,
1995). As the directors are not recognized or rewarded for individual effort,
it is expected that boards establish formal and informal norms to regulate
the behavior of its members (Wageman, 1995). One of the main problems
with this is that the time spent by the directors can vary widely (Lorsch &
Maclver, 1989). However, although the time spent is an important variable,
Forbes and Milliken (1999) argue that it is not enough. Even boards that
spend a similar amount of time in meetings exhibit different levels of effec-
tiveness. The use of time and the proactive behavior of the board members
depend, to a large extent, on the effort norms established by the group.

Use of knowledge and skills deals with the “board’s ability to tap the
knowledge and skills available to it and then apply them to its tasks” (Forbes
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& Milliken, 1999, p. 495). Although there is an assumption that when
knowledge and skills are present in a group, they will be used, research in
psychology indicates that the availability of expertise in a group does not
guarantee its use (Jackson, 1992). Therefore, a board should seek to inte-
grate the knowledge and skills of the board members. In practical terms,
these processes can occur through a flow of information among board mem-
bers, a clear division of labor that assigns specific activities and tasks to the
directors, and a delegation of tasks that considers the skills of each director
(Forbes & Milliken, 1999).

These and other processes influence how tasks are performed on boards.
The literature has addressed four tasks more prominently: control, service,
institutional, and mediation. The control task refers to the legal duty to
monitor management on behalf of the company’s shareholders and to fulfill
this duty with sufficient loyalty and care (Monks & Minow, 1995). The service
task refers to its potential to provide advice to the CEO and other executives
and to actively participate in strategic formulation (Forbes & Milliken,
1999). In the institutional task, the board is the link between the company
and its environment, facilitating access to critical resources for the busi-
ness’s success (Zona & Zattoni, 2007). Finally, in the mediation task, the
board coordinates interests, which may or may not be conflicting, between
coalitions to reduce the complexity of the decision-making (Van Ees et al,
2009). In addition to psychosocial processes, the tasks performed by boards
are influenced by the combination of governance mechanisms and CG prac-
tices. Board tasks can have internal and external focuses (Huse, 2005).
Internally, the board must be able to monitor and provide management
advice, while externally, it must control the company’s conduct and use its
networking to access resources. Focusing on one or more roles may depend
on how internal and external governance mechanisms affect board tasks.

The combination of tasks with psychosocial processes is related to board
effectiveness. However, as boards’ decisions are the main product of their
work (Forbes & Miliken, 1999), one must consider that their effectiveness
is linked to decision effectiveness. Nevertheless, board members are not
responsible for implementing their decisions, which are carried out by
managers. Thus, the effectiveness of their decisions depends on the activi-
ties that managers will conduct. A board decision on internationalization
can only be effective if managers are able to execute it. For this, managers
need guidance from the board. In this sense, there is no single recipe that
companies can follow to make their boards effective and, as a result, perform
better. The effectiveness of a board is the combination of certain factors that
create a solution capable of making it effective in a given context.
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) 3. METHODOLOGICAL PROCEDURES

In this review, we followed the procedures suggested by Tranfield, Denyer,
and Smart (2003) for conducting systematic reviews: 1. plan the review;
2. conduct the review; and 3. report and disseminate the review. In the plan-
ning phase, we defined the justification for carrying out this study and the
questions that guide it. In the second step, we defined the criteria for iden-
tifying, selecting, and evaluating the studies, as well as synthesizing the
extracted data. Finally, we organized the data to report it and propose a
framework to guide future research.

The searches were carried out in three databases: Spell (contains articles
from Brazilian journals), Scopus, and Web of Science. We found that the
first paper about boards in Brazil was published in 2000 by the former chair
of the board of the Brazilian Institute of Corporate Governance (IBGC),
Bengt Hallgvist. Therefore, the analysis period comprises 20 years (2000-
2019). The search and selection of studies were guided by four stages. First,
to identify the papers, we used the words conselho de administragdo (board of
directors) and board of directors. This procedure resulted in 438 studies
(Spell — 315; Scopus — 88; Web of Science — 74). Second, after dealing with
duplicates, we adopted two criteria to select those articles: 1. studies from
management, finance, and accounting; and 2. studies from journals rated B2
or higher in Capes Qualis*. The number of articles was reduced to 179. It is
important to note that only scientific papers were considered, disregarding
book chapters and other materials returned by the search engines. Next, we
analyzed the title and read the abstract of each study. At this stage, 73 articles
were discarded, as the board of directors was not one of the central aspects
of the study. Finally, we read the 106 articles and excluded 11 more because
we believed that they also did not have the board of directors as a relevant
aspect of the study, resulting in a total of 95 papers considered for this study.

The data were organized in an Excel spreadsheet, with information such
as year, journal, authors, study topic, theoretical perspective, stream of
research, methodological procedures, and variables. Given these pieces
of information, we were able to report how research on boards of directors
in Brazil has been developed and suggest some gaps for future studies.

This is a tool used to rate scientific journals in Brazil, which are framed in strata, indicating quality - A1,
the highest; A2; B1; B2; B3; B4; B5 and C - no classification.
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) 4. DESCRIPTIVE FINDINGS

Descriptive information was organized into six categories: 1. evolution
of studies over the years; 2. journals; 3. scholars; 4. study topics; 5. theo-
retical approaches; and 6. methodological aspects.

The interest in boards of directors in Brazil is growing. From 2000 to
2006, only one or two articles were published per year; in 2019, there was a
peak with 14 studies, as shown in Figure 4.1. Some factors contributed to
this growth, including the creation of IBGC in 1999 and the creation of dif-
ferent listing segments of BOVESPA in 2000. Nevertheless, some studies
have investigated how companies have been incorporating the recommen-
dations of the IBGC code, while others have looked at whether the fact that
companies are listed in segments could be related to any topic connected to
the board.

CFigure 4.1)
EVOLUTION OF STUDIES PER YEAR

Number of studies

O & @ ® B @O O BNl ok O O W WO
A7 A AP AT AR AP AT AP A TS DTS A A A 1T S

Source: Elaborated by the authors.

The studies are published in 45 different journals, 33 of which are
published in Brazil and 12 are non-Brazilian. The journals that have published
the most were the Revista de Administragdo Contempordnea (RAC) - eight;
RAUSP Management Journal — six; Revista de Administragdo de Empresas (RAE) —
five; Revista Brasileira de Finangas — five; and Revista Contabilidade e Finangas — five.
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Regarding the authors, the studies had the collaboration of 208 differ-
ent researchers, of which 167 contributed with one work, 28 had two arti-
cles, and 13 had three or more studies. These 13 researchers published 45
different studies, which represent 47.4% of the sample. Figure 4.2 presents
the most productive scholars.

(Figure 4.2)

THE MOST PRODUCTIVE SCHOLARS

Scholars N° studies
Wesley Mendes-da-Silva 7
Luciano Rossoni 6
Rosilene Marcon 6
Alexandre Di Miceli da Silveira 5
Paulo Roberto da Cunha 5
Joséte Florencio dos Santos 4
Lucas Ayres Barreira de Campos Barros 4
Orleans Silva Martins 4
Andréia Carpes Dani 3
(Cldudio Anténio Pinheiro Machado Filho 3
Fernanda Maciel Peixoto 3
Ricardo Pereira Camara Leal
Richard Saito 3

Source: Elaborated by the authors.

Among the themes, there was great variation, with 26 different topics
investigated. The most studied were board composition (25.3%), CG quality
(13.7%), and gender and diversity (11.66%), as shown in Figure 4.3.
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CFigure 4.3)
THE MAIN TOPICS STUDIED
Topics %
Board composition 253%
(G quality 137%
Gender and diversity 11.6%
Board interlocking 9.5%
Compensation 74%
Disclosure 6.3%
Firm value 53%
(SR and sustainability 53%
Independent directors 4.2%
Foreign investment, foreign director, and internationalization 4.2%
Social capital 3.2%
Ownership structure 3.2%
Executive replacement 3.2%
Skills, roles, and strategic engagement of directors 3.2%

Source: Elaborated by the authors.

It is important to note that the frequency of themes has varied over the
years. In all the periods analyzed, board composition was always the first or
the second in the rankings. The same occurred with CG quality; however,
this theme was not widely studied between 2016 and 2019. During this
period, the themes of board interlocking and gender and diversity were
highlighted. It is worth mentioning that most studies on diversity observe
the phenomenon by gender variables. In addition, the first study about
gender and diversity was published in 2011 by Madalozzo. In addition to
these themes, new topics were studied between 2016 and 2019, such as
sustainability and social responsibility, foreign investment, foreign director
and internationalization, and disclosure. More information is available in

Figure 4.4.
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CFigure 4.4)
THE MAIN TOPICS STUDIED BY PERIOD

Period Topics N° studies*

Board composition 3

CG quality

Firm value

2000-2005

(7 studies) Independent directors

Ownership structure

Executive replacement

Skills, roles, and strategic engagement of directors

(G quality

Board composition

Board interlocking

2006-2010

C ti
(15 studies) ompensation

Firm value

Independent directors

Ownership structure

Board composition

CG quality

Gender and diversity

2011-2015

(25 studies) Firm value

Compensation

Disclosure

[AN I DR N ) G RN GO Rt o L On B B0 B B e B e B B B S B2 B U B e B e B e B e B el B AV

Business efficiency

=
=

Board composition

Gender and diversity

Board interlocking

2016-2019

(48 studies) Compensation

Disclosure

N N N e N RN

Foreign investment, foreign director, and internationalization

(SR and sustainability 4

* The sum of the number of studies is not necessarily equal to the total number of articles published in the period
because we considered only the most recurrent themes in each period and some studies dealt with more than
one theme.

Source: Elaborated by the authors.

ISSN 1678-6971 (electronic version) ¢ RAM, S&o Paulo, 21(6), eRAMD200066, 2020
doi:10.1590/1678-6971/eRAMD200066



16

N

Tobias C. Parente, Cldudio A. P. Machado Filho

In the theoretical approaches, as well as in the Gabrielsson and Huse’s
(2004) review, it is possible to identify a predominant approach in the ana-
lyzed studies: 72.6% have the agency theory as a theoretical reference, 55.8%
consider control as one of the board’s roles, and 90.5% are from the input-
output stream. The information is summarized in Figure 4.5.

CFigure 4.5)

THEORIES, BOARD ROLES, AND STREAMS OF RESEARCH ADOPTED
IN THE STUDIES

Streams of research % Theories adopted %*
Input-output 90.5% Agency 726%
Behavioral 53% Resource dependence 13.7%
Contingency 4.2% Stakeholder 116%
Evolutionary 0% Social network 10.5%

Board roles % * Resource-based view 21%
Control 55.8% Legalistic 2.1%
Service 15.8% Stewardship 21%
Strategic 15.8% Others 9.5%
Institutional 3.2% Theory not identified 17.9%
Mediation 21%
Others 3.2%
Role not identified 41.1%

* Total percentage is greater than 100%, as some studies adopted more than one theory and addressed more
than one board role.

Source: Elaborated by the authors.

As in the theoretical approach, the methodological strategies adopted
also have a recurring pattern. In short, 98.9% of the studies are empirical,
most of which are exclusively quantitative with the use of secondary data.
Less than 10% of the empirical studies were conducted with data collected
directly from board members and other governance agents. Despite the
quantitative predominance, only 46.6% of these studies presented hypothe-
ses. Observing the contributions, 64.2% of all studies did not explicitly
present the contribution of the study throughout the text, whether theoreti-
cal, practical, or methodological. The results are summarized in Figure 4.6.
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CFigure 4.6)
THE MAIN METHODOLOGICAL ASPECTS

Research type n=95 % Contributions n=95 %
Empirical 94 989% No 61 64.2%
Other 1 11%  Yes 34 35.8%

Research nature n =95 % Data* n = 94* %
Quantitative 87 915%  Secondary 85 90.4%
Qualitative 6 63%  Primary 9 9.6%

Qualitative-quantitative 1 11% Hypotheses** n = 88** %
Essay 1 11% No 47 53.4%
Yes 41 46.6%

* (onsidered only empirical studies.
** (onsidered only qualitative studies.

Source: Elaborated by the authors.

Considering the variables adopted, 50 different independent and 40
dependent variables were identified. The researchers have a preference for
dependent variables that are associated with the firm’s performance or
financial indicators; the three most used were Tobin’s q (18.9%), ROA
(14.7%), and ROE (11.6%). Regarding the independent variables, there is
the presence/percentage of independent and external directors (57.9%),
board size (51.6%), and CEO duality (45.3%). The main variables are shown

in Figure 4.7.

CFigure 4.7)
THE MAIN VARIABLES USED IN STUDIES
Variables
Independent %* Dependent %
Independent and external directors 57.9% Tobin's g 189%
Board size 51.6% ROA 14.7%
CEO duality 453% ROE 11.6%
Gender 221% Compensation 84%
Shares of major shareholders 16.8% Disclosure 6.3%
(continue)
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CFigure 4.7 (conclusion))
THE MAIN VARIABLES USED IN STUDIES

Variables
Independent %* Dependent %
Board committees 14.7% Market-to-book 6.3%
Directors’ age 12.6% Corporate debt 5.3%
Board interlocking 12.6% Board interlocking 3.2%
Directors' tenure 11.6% CG quality 3.2%
Directors' education 11.6%

* Total percentage is greater than 100%, as some studies adopted more than one independent variable.

Source: Elaborated by the authors.

) 5. INTEGRATED ANALYSIS AND RESEARCH AGENDA

In this section, we analyze how Brazilian studies covered the relation-
ships proposed in the model presented in the literature review, as shown in
Figure 5.1. Based on this, we identify the research gaps and propose an
agenda for future studies.

Analyzing the studies, it is possible to identify that research in Brazil is
quite homogeneous. With some exceptions, most studies sought to relate
board demography to firm performance. Depending on the study proposal,
some other perspectives were considered, such as board decisions, company
activities, internal CG mechanisms, and best CG practices. As reported in
other reviews (e. g., Gabrielsson & Huse, 2004; Johnson et al., 1996; Zahra
& Pearce, 1989), the relationship between demography and financial perfor-
mance failed to produce convergent results in Brazil.

Regarding the presence of women on boards, Almeida et al. (2013) and
Costa, Sampaio, and Flores (2019) found a negative relationship between
the percentage of seats occupied by women and ROE, while Carvalhal da
Silva and Margem (2015) showed that this relationship is not significant.
Conversely, Magro, Carpes, Vergini, and Silva (2018) found a positive rela-
tionship. Regarding board size, Silveira et al. (2003) showed that there is an
optimal size (between five and six members), which is related to Tobin’s q,
while Condrige et al. (2012) found a positive correlation between board size
and firm performance. Condrige et al. (2012) also observed a correlation
absence between board independence and Tobin’s q, while Silveira et al.
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(2003) found a positive relationship. In turn, the study by Black, Carvalho,
and Gorga (2012) shows that greater board independence predicts a low
Tobin’s q. Finally, Almeida et al. (2013), Dani et al. (2017), and Santos et al.
(2018) found positive, but not significant, relationships.

Considering companies’ activities and boards’ decision-making, it is not
possible to identify a pattern. However, there are interesting results from
studies that have been dealing with themes that need to be further explored.
Regarding compensation, for example, the results of Brandao, Vasconcelos,
Luca, and Criséstomo (2019) indicate that the proportion of executives and
independent members on boards reduces the pay-performance sensitivity
(PPS), a measure of executive compensation effectiveness made operational
by the relationship between increasing manager remuneration and increasing
the company’s market value. In terms of remuneration, Alves and Leal
(2016) also found that more homogeneous and passive boards could grant
higher remuneration. Another topic that received attention was disclosure.
Bueno, Marcon, Pruner-da-Silva, and Ribeirete (2018) observed that the
presence of women on the board has a positive relationship with voluntary
disclosure, while the CEO duality has a negative effect. For the environmental
disclosure, independent directors have a positive relationship, according to
Fernandes, Bornia, and Nakamura (2019).

These results indicate that the relationship between board demography
and firm performance is not simple and direct, but complex and indirect
(Boivie et al., 2016; Forbes & Milliken, 1999; Johnson et al., 1996; Zahra &
Pearce, 1989). They also demonstrate that demographic variables have little
power to explain business activities and decisions. One justification is that,
although they explore relevant issues, the Brazilian studies have the same
research design of input-output studies. One of the features of these studies
is that they explore research questions that help identify “what” occurs,
but few explored “how” and “why” the phenomena take place within the
board rooms.

In addition, there are two other justifications for why input-output
studies do not present direct and convergent results. First, the studies depart
from the assumption that there are “one size fits all” CG practices that are
applicable to all companies. However, the incorporation of CG practices
depends on the environment in which the company operates and its trajec-
tory. Thus, different companies can adopt different CG practices (Aguilera
& Jackson, 2003). Second, when examining only outcomes at the firm-level,
especially financial performance, studies do not consider that the implemen-
tation of CG practices, especially at the board-level, depend on the group
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and individual-level outcomes (Gabrielsson & Huse, 2004; Nicholson &
Kiel, 2004; Petrovic, 2008).

The studies analyzed in this review do not address the individual and
group levels. One explanation for the absence of such studies is the diffi-
culty of access. This is what makes the boards of directors a “black box”
(Huse, 2005; Leblanc & Schwartz, 2007). To help open this “black box,” we
suggest five research gaps (RG) to be addressed by future studies, as shown

in Figure 5.1.
CFigure 5.1)

CONCEPTUAL MODEL TO ANALYZE RESEARCH ON BOARDS OF
DIRECTORS IN BRAZIL AND RESEARCH GAPS

Board demography
- Independent directors
- CEO duality
- Board size

\
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- Education
- Skills and background

v RGl

Best CG practices

. Board psychosocial
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RG - Research gap.

outcomes - Decisions
- CEQ replacement
- Compensation
- Audit choice
- Risk management

Source: Elaborated by the authors.
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RGI — Demography and psychosocial processes: Despite boards being a spo-
radic group that gathers and processes information (Forbes & Miliken,
1999), none of the studies analyzed sought to investigate questions
regarding psychosocial processes. Among the various possibilities to be
explored, we highlight two: the role of women and independent directors.
Previous research has shown an interest in showing that the presence of
women and independent directors has a positive relationship with the
company’s outcomes. However, we know little about how the presence
of these directors influences the board dynamics. As proposed by Forbes
and Milliken (1999), there are specific board processes that contribute
to its effectiveness as a group and, consequently, to the organization’s
performance. According to the authors, these processes mediate the
relationship between the board demography and the firm’s performance.
In other words, for the board composition to influence the firm’s perfor-
mance, it is necessary for the board to develop psychosocial processes
that make it capable of being effective in the performance of its tasks.
Therefore, before relating the presence of women and independent
directors to performance variables, we need to understand how these
directors influence, at the group-level, cognitive conflict, effort norms,
and the use of knowledge and skills of all board members.

Researchers have the opportunity to identify how this occurs in different
topics relevant to the board, such as remuneration, internationalization,
sustainability, and disclosure. In addition, it is important to identify the
contribution of these directors when the issues are of greater or lesser
interest to the controlling shareholder or relevant stakeholders.

RG2 — Psychosocial processes and board tasks: Although Martins and Rodrigues
(2005) addressed different board tasks in their study and other studies
consider the institutional task when exploring the phenomenon of board
interlocking, no study has observed the relationships between psycho-
social processes and board tasks. In empirical terms, there is evidence of
a positive relationship between the board task performance and psycho-
social processes (Minichilli, Zattoni, Nielson, & Huse, 2012; Zona &
Zattoni, 2007). In addition, Minichilli et al. (2012) revealed that some
processes, such as the use of knowledge and skills, are predictive varia-
bles, regardless of the institutional environment in which the organi-
zation operates.

This observation is important since research on boards has produced
results directed to a specific set of companies, in general, publicly-held
corporations (Bammens et al., 2011). Nevertheless, “most previous
governance studies have been criticized for either adopting under- or
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over-contextualized views” (Minichilli et al., 2012, p. 193). Therefore, it
is necessary to understand how the relationship between the processes
and board tasks occurs in other contexts. Brazil has characteristics arising
from its economic and cultural formation that make the institutional
environment different from that of the developed countries. The eco-
nomic development of Brazil was marked by strong local protectionism
and state intervention in the economy, both as a regulator and a share-
holder (Lazzarini, 2011). Brazilian culture has strong collectivist, pater-
nalistic traits and a peculiar aspect, which is often called “jeitinho
brasileiro” (Brazilian way), suggesting that informal relationships may be
more important than formal ones (Caldas, 2006). These characteristics
can affect board dynamics in Brazil and deserve to be explored.

*  RG3 - CG mechanisms and board tasks: In line with research from other
countries, CG mechanisms are extensively explored by Brazilian studies,
especially with regard to the ownership structure; however, little atten-
tion has been paid to board tasks. In addition, we have not identified
studies that relate to boards and external CG mechanisms. This gap can
be a fertile field for future research, mainly because most Brazilian com-
panies have a family controlling shareholder (Aguilera et al., 2012;
Black, Carvalho, & Gorga, 2010). Family firms seek to achieve not only
the economic goals related to the business, but also to meet the family
goals (Gomez-Mejia, Haynes, Nufez-Nickel, Jacobson, & Moyano-
Fuentes, 2007) and family members, even if they are not shareholders,
can influence business decisions (Mitchell, Agle, Chrisman, & Spence,
2011); therefore, the board’s tasks may not be limited to management
control. The boards of family businesses, especially those that are pri-
vately held, may be responsible for reducing information asymmetry
among the various family units and for maintaining the firm as a family
business over the generations (Bammens et al., 2011). In this sense,
researchers can explore how the board of directors, especially when
there are independent members, deals with pressures from external
governance mechanisms, such as family members who do not partici-
pate in the business.

*  RG4 - Tasks and board outcomes: Most of the studies were interested in the
firm’s outcomes; however, almost none explored the board outcomes as
a group. This perspective is fundamental, since board members are not
responsible for executing their decisions. The board outcomes and the
decisions are dependent on the board’s ability to perform its tasks
(Forbes & Miliken, 1999; Zona & Zattoni, 2007). In addition, developing
objective measures of board performance is one of the main challenges
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for advancing research (Aberg et al., 2019). Therefore, understanding
how these roles are required for different types of decisions is an oppor-
tunity for future studies. It is not necessarily the control role, as pre-
dicted by agency theory, that will provide the best decision. Thus,
researchers can seek to understand what dominates the board dynamics
for different decisions (remuneration, CEO replacement, audit choice,
risk management etc.) in different firms, such as State-owned enter-
prises, family businesses, and multinationals.

RG5 — Board-level and firm-level outcomes: As we argued previously, it needs
to be clear that the outcomes at the firm-level are not necessarily synony-
mous with the outcomes at the board-level. Since the product generated
by boards is cognitive, their outcomes need to be assessed based on
their decisions. The board decision effectiveness is the result of the
decision-making process, which is based on the idea that different pro-
cesses lead to different choices, and different choices lead to different
results (Dean & Sharfman, 1996). Even if it is related, decision-making
and choices are different concepts. The decision-making process refers
to what people do to support their decisions, for example, analysis of
available information, while the choice is the explanation of why one
alternative was selected at the expense of others. The decision-making
process is considered effective when it generates appropriate choices to
the objectives established by decision-makers. Therefore, a decision is
considered effective when it reaches or exceeds the objectives estab-
lished during the decision-making process (Dean & Sharfman, 1996).
The decision may or may not cause positive outcomes for the company
because even if board members make appropriate choices, it is neces-
sary to consider the firm’s characteristics and the external environment
(Elbanna & Child, 2007).

Understanding this relationship between decision-making process,
board decisions, and firm outcomes is essential. We still know little
about how to ensure that board decision-making produces effective
decisions and, therefore, beneficial outcomes for the firm. Future stud-
ies can provide important contributions in exploring the board-level
outcomes from the observation of the decision-making process.

6. CONCLUDING REMARKS

The number of studies about boards of directors has grown in Brazil.

However, they are still homogeneous in terms of theory and method.
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Through this review, it is clear that there are opportunities for considerable
progress in studies on boards of directors in Brazil. To contribute to this
work, we sought to organize and analyze existing knowledge, placing previous
studies in an integrative model. Thus, it was possible to propose a research
agenda with potential avenues to be explored.

Future studies should seek to go beyond the input-output stream. New
research designs are needed to consider not only variables at the firm level,
such as financial performance, but also at the board-level and individual-
level. Our conceptual model and the research gaps that we highlighted may
help researchers develop innovative studies that combine multiple levels of
analysis and move the board research in Brazil beyond the “one size fits all”
general recommendations of best CG practices. Thus, we hope that the ele-
ments put forth in this review can contribute to future research seeking to
understand not only “what” occurs on boards of directors, but also “how”
and “why” phenomena occur inside the boardrooms.

CONSELHOS DE ADMINISTRACAO NO BRASIL: REVISAO
DA LITERATURA E AGENDA DE PESQUISA

) RESUMO

Objetivo: Este artigo tem como objetivos revisar e sistematizar os estu-
dos anteriores em conselho de administragdo no Brasil e propor uma
agenda para orientar futuras pesquisas.

Originalidade/valor: Foi desenvolvido um modelo conceitual que fornece
uma visao integrada para a pesquisa em conselho de administracdo. A
partir de uma analise com variaveis de diferentes niveis que conectam os
mecanismos de governanga, boas praticas de governancga, dindmica do
conselho e resultados da empresa, identificaram-se as lacunas para a
agenda de pesquisa.

Design/metodologia/abordagem: Esta revisao analisou 95 artigos sobre
conselhos de administra¢do no Brasil publicados no periodo de 2000
a 2019. A revisao foi desenvolvida em trés etapas: 1. planejamento,
2. condugio e 3. organizacao dos dados e reporte dos resultados.

Resultados: O interesse por estudar conselhos de administra¢ao no Brasil
é crescente, com uma grande diversidade de temas. Os tépicos mais
estudados sao: composigao do conselho; boas praticas de GC; diversidade
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e género. Apesar dos diferentes temas, os trabalhos sio homogéneos em
termos tedricos e metodoldgicos. Baseada na teoria da agéncia, a maio-
ria dos artigos buscou relacionar varidveis demograficas do conselho
com o desempenho empresarial, e os resultados encontrados nio sao
convergentes. Esse cendrio abre oportunidades de pesquisas para endere-
car temas ainda nio explorados, como: processos psicossociais, tarefas
do conselho e diferenciacao entre resultados do conselho e resultados
da empresa.

) PALAVRAS-CHAVE

Conselho de administragdo. Governanga corporativa. Conselheiro de
administracao. Revisdo da literatura. Agenda de pesquisa.
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