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Absiract

A crescendo of globalization of business
and the criticalityn of the effective corporale
governance o busmess performancd make the
relationships  belween the competent direclor,
effective board of directors, and effective corporate
governance an imperative area for academic research

and governance and managerial practices, By means

of reviewing and integraling various ¢oncepls and 2 .
tindings, this paper provides an understanding of u:ﬂ:_l' A

relationships 10 terms of the nexus hciwoc:n ttm p=g

compelent director on the n-ne Hmd ’md 1h.|:
determinants of the ﬂJTI.!CH".-L ]n:ard ut' lii]‘L‘le’t. and
effective cnrpnrz:u: guh:rnaw.r: on the others.

[:u.::p—nn:.n: f'ramx.'h Cl:rk. is d::\-'LIcrpcd propositions for

adnﬁhma.'l n.,w::an:h are suggested, and direction firy,

: _T'mher explﬂmuoﬂ of the r:]atmnsh:ps is aJm'-._..

:_ |J.|1..‘1‘.Il1 fied,

Introduction i L

Although curpﬁm-lrl: Ium Lmunce and hoard of
:dlrcclurs Eherr:allcr EﬂDs} issues have been
u.'-.u.hgale:d durmg the past thirty years, there has
been virtually no work in the area of the relationships
between the competent director, the effective board
of directors, and the effective corporate governance
(hereafter, ECG). This is surprising because
corporate governance is considered o be the driving
force, impetus, core compelence, SIMICIure, process,
relationship, and constitution for any  business
enterprises to fulfill their vision and mission, attan
goals and accomplish objectives, as well as 10 be the
behind-the-scene  mechanism  for  creating  and

sustaiming compelitive advantages as well as

corporate, business, and funchonal strategies that
move the corporation 1o success.
In addition, up to the present there has
generally been a lack of concephial - frameworks Lo
o \
gude research efforts :;Jld_-:i'&ﬂ-x.t's__'ll]w reality and
practicality of - ’Jiul‘\:m‘u:r opm to increase the

LlnlJmHLaJul'-ri, -rtul Jﬁ.mght nto the :nunc]atlﬂnsh:pq

_ahd- ntterdtpq.l'hlcnu: imvolved in the processes,
".'s'mmms pmbdun:s methods, and systems, The

.L}ch]npmml of explanatory models 3f the

determinants of the ECG in a mdjm _‘FIL!;i-i;.';:iIi,_‘Fil sgenda
and the critical :mpuuﬁ tur | 1'1:1.5- ,Jd]m Avithin
which a main ]'l_'u..u'-.. is mc;it ["i]ng the fragmented
pu.rh'-pg:t.ﬁ'l_lrts. of! _Uu: prlp#}mu research.

NN :.['.'U understand and msight into the

' elfeetive BODs and its relation to the

- competent director and the ECG, and 1w

advance research on the topic, an integrative
framework is required that can illustrate the
interdependencies among variety of relevant
variables and constructs under consideration
and that can provide the broader perspective
as well as hat can complement and integrate
the currently and previously fragmented

VIEWS.

Purpose

This paper has drawn on the key
evidence and findings, concepts and practices of
several fragmentary views to synthesize a broader
perspectives of both praclices and research,
integrative framework and process, that is hoth

encompassed and comprehensive. The purpose of
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this paper s fivetold ; (1) to review and integrate the
various empirical findings and pratical suggestions
and comments of the previous and current evidence
under considerations | (2) to present and suggest the
guideling comcepls, inlegrative framework, and
practical steps that can be utilized and applied to
greatly improve the effectiveness of corporate
governance as well as can profoundly increase the
corporate governance's chance of success, it is
developing and sustaining the competent directors

and the effective BODs, In essence; the me'if“j'
framework 15 not the “only™ way, or E’l,"e;u] ﬂlﬁ "hﬂﬁ[“' s

way, for any particular mdmdual dmmr a.ﬂ;i .ﬂijs.
bait 1t is @ practical pmcd'sx lhuI wm:‘q.'!. wtﬂ in many
sitwations; (3} to /,pw;e-sejlt fcsearr.h propositions
ldcnll['}mg lhd m:mpcm director’s attnbutes, the
dﬂg:mmmts :_'i‘ the-‘effective BODs, and the ECG;

(]

direction,

Ba:ltmund
Dls-lmcthmms l'l:twﬁ:n Governance and
Hanngemeuf

Corporate governance is concerned with
the way corporate cotitics are governed, as distinct
from the way business within those companies are
managed. Corporate povernance addresses the 1ssues
facing BODs, such as the interaction with top
management, and relationships with the owners and
others interested in affairs of the company, including
craditors, debtl financiers, analysts, auditors, and
corporate regulators. Concern aboul corporate

performance through involvement with strategy

[4} 1.‘9 ﬂm.lum the implications of lhe pm}'fﬁcd_
ﬁ'lmawurk, and (5) to pmwd: l.hc fLﬁ.ut‘-: Icmrcl;"'

formulation and policy making, and aboul corporie
conformance through lop management supervision
and accountability 1o the stakeholders fall into the
ficld of povernance (Cochran & Wartick, 1988) (also
see : Buchholz, 1986, p.235 .;mad in Cochran &
Wartick, 1988; Mnnks&}ﬁ{}w‘ 1995}1
Lnrp«omlef Bi'\lv\e?r\h:ance means the

process, stmu.,tums alu:l relanuanm through which
thp BDDs u,mm what s executives perform

- ':— ﬁ)aw JHEH- c1tad in Cochran & Wartick, ]99.3}

_-;-'."I"]ms, governance is the job of !Ihe BG’D;,. I‘.Q\t\.qh &

Maclver (198%) described the I'uncubnm 1]14: I:w:d in
terms of mrcrsccmg ma‘nag_cmenj rmcwmg
pa:rfmma:u.':. und. ﬁnmﬂa Lhat uu: various activities
of a -.’:Cﬁﬂjﬁ.llj’\ am mally responsible and in

]!nhaiw& w1fh the law. Tricker (1984) described

Lh::’ I:mﬂﬂ s function in lerms of establishing strategic

'-—dlre::t:uu and overseeing company strategy, A55C5sing

and monitoring performance, but also, and especially
in the case of executive directors, becoming involved
in action to ensure implementation (also see :
Emmons and Schomd, 2000; Shleifer and Vishny,
1997).

The term “corporate governance”,
therefore, reflects the primary role of the board which
i5 1o govern. That is, governance 15 concerned with
the intrinsic nature, purpose, integrity, and idt;nti.f}' of
the institution with a primary focus on the entity's
relevance, continuity, and fiduciary aspects.
Governance wvolves momitoring and overseeing
strategic direction, socic-economic and cultural
context, externalities, and constituencies of the
institution (Mueller, 1981). Governance wnvolves the
elements as posiled by Charkham (1986), Coulson-
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Thomas (1991), Lorsch & Maclver (1989), Tricker
{1984). In sum, governance 15 about performance as
well as conformance.

Corporale  governance 15 an  wmbrella
term that includes specific issues ansing from the
mieraction andfor the relationship among various
participants in  determining  the (ocus, direction,

productivity and competitiveness, viability and

legtimacy, and performance of corporations. The1
primary participants are: (1) the sharcholders, (2) ﬂ}'-" -

and achieve the ohjectives of the company (Dayton,

1984, 1988).

cited in Cochran & Wartick,

Management, in sum, is the job of executives,

The two distinctions — the positional
respomsibilities view and the a@mu:\-tmenm view-
serve to define ﬂy:. Etft\ husu. L'ﬂi'l.'l.]:ﬂmt.'-l‘llh- of

corporate gmfe.tﬁun.q W&tn Ehns:dered alone, each
AR 5
has ils-togie, nd fricrit,. When considered together,

/_ﬁm& om';r‘“ }hﬁ\hmdﬂ] of corporate govemance

A

\ mw:m-ﬂs (Cochran & Watick, 1988). Also, see:

senior management Med by the chief (e/xwiuva, \—-'“” Buchholz (1986), cited in L{mh.sun-—& "i'\'z‘lrlll:k

officer), and (3) the BODs, each of; Ehlt‘h J-s the I'l,'-ﬂ
of the corporate “r.np-cui_ Fﬁt’ah’ Mnjs.muntb or
stakehdlders W\lﬁc "'dﬁplea‘_\;m, customers,
supphm‘ ﬁ;udﬂh;'s, a@)he community (Monks &

h-jlm:r'.k' '.‘r?‘i"ﬂ ﬂ\\"csscnﬂc the 1w guesitons IJ;M__ ﬂ

(1988); Cassidy (2000); Goodyjk, ‘Qmm\ | ee
corporate govmmaf ’}Jése;;@):"um; am‘l Bu:nd
(2000); Degkyrf @d Hyghes (1997); and Roulier

'II\. */-'

s ey
S AN

tﬂnmmeo&ecfwte governance issues are: {\lk} X | An Integrative Framework of The Effective
|M., 3 '- b A% A

o

1

= wﬁo benefits from cm*pnratﬁ demqmggigmmr —
L

Y
management actions, and (2) {hl‘u.x"almhi b-em:m
from corporate dﬂc:s,tms{ﬂcniqr. rm.r@‘::rmnl actions?
When an 1@&3@1%!}* {M hq,waen “what is™ and

e-"uha; ﬂu'ghl "Iac: bt ll'.l:::n a corporale govemnance

-x__mq'l:ig miﬁ{tmhmn and Warlick, 1988),

A Management, on the other hand,
is more of a hands on activity. In its

traditional  sense, management  can be

characterized as Conducting or supervising
action with the judicious use of means o

accomplish certain ends. Management

primarily focuses on specific goal attainment
over a definite time frame and in prescribed

organization (Mueller, 1981). Corporate

managernent means what the executives do to define

Corporate Governance

This paper ststes the work * effective”
corporate  governance, nof “good” corporate
governance since the word “good™ 15 a gencral term
and has many meanings. Also, it is too vague, as well
as it leads to misunderstanding in the sense of
sirategic management. It is imperative that the roles
and responsibilities of senior management,
shareholders, and BODs should be fulfilled (for the
strategy formulation, implementation, evaluation and
control) for the pursuit or pursue or moving toward to
fully fulfill vision and mission, attain and accomplish
poals and objectives, thalt is 1o accomplish the
hierarchy of purpose (vision, mussion, goal, and
objective) by strategy formulation, implementation,

evaluation and control, that 1s, the “effectiveness,”
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The Effsctive Corporate (Govermance
—=  Balancing the Corporate Govemance lssues
{ Balancing the inconsislency arises between “What is™ and "What ought 1o be™)
Falance in Roles and Responsibilities, Fower Distribution and Influence, Interests,

Interrelationships. Codetemination, and Interlocking Directonte, ele.

—3  {ptimal Reformation, Reirvention, and Empowerment K:z‘_\-."'-.‘
—2 [ntegrated Culture and Valee |\:-.\\b x,‘..}}
=3  Fulfilling Vision, Mission, Attawming (ioals, and ,f"’} J::‘ al"': 3\\;
Accomplishing Objectives \,\ \ ;;T;:\"‘.I }L"'I'

e " 1
(N
+ O =% b

The Effective wum{mm /jfh

— /:’ N 'E‘ r_| 1 ""l \
{Composition: [nside v.:|:¢us !uumdn I'_i(&acm Board Size, Age of the Board Mr.mb:m,f, {_ }\\
Dimﬂ.arsmﬁm:p:réhl and Compensation, The Pantheanic Board) P 3 k J>

| - _!II.H_ S ™ 1".
= —"5:'\ ||M'q Fﬂf:honn Activities, and Responsibilities W I'., {?_ jl J

]
-

-
II

|
|
_.-I'
S

{(/ \Q{I ceoputy [ ,»ﬂ
= ‘{,r” ™ “\ k‘“l —>  Board Style :"H’\\j{ I|I N
N f‘“\l:.'\l} D —>  Boand Qaﬁm%k\ x -
&N AR "-.i] —»  [Doard &cﬂourhph]h b
TN —>  Releofthe Okt Disestor
= (Cmﬂmwpﬁrﬁﬁr@b@: Relationships with Fellow Directors,

Puﬁrpr.élpe WQu.Eﬂqxn lh: Boardreom Consensus Decision Making,
: P;h.rsplﬂlach Marginality, and Board Empowerment )
1@1@3 erd Ferformance and Effectivensss
{B‘-uud Review Procesa Strategy for Board Development, and

N I Opportunitics to Improve Board Effectivoness)
Compeient Direciors 10 AttributesCualities:
1. Personal Qualities: Wisdom, Courage Judgment, Tact, andd Diplomacy

2. Awareness and Contributions
3. Accountability
4. Vision and Strategic Perspective
5. Pusiness Acumen and Sound Commerainl Judgment
6. Enowledge
7. Structune, Culture, and Chperations of the Board, and Effective Boardroom Practives and Matiers
8 Shills in Decision Making and Teamwork in o Boardmom Context, ete.
9. Expenence

10.  Ethical Awnareness and Sensitivity

Figure I: An Integrative Framework For The Effective Corporate Governance
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not the “goodness.” Therefore, the effectiveness of
the BODs is closely related to the ECG and is the
heart and soul of comporation’s competiliveness, and
success. An inlegrative framework is presented
Figure 1 and research propositions for the interrelated
variables that affect the ECG are also developed.

In essence, the proposed framework is
developed by using multiple theoretical and practical

perspectives.  The framework is an  istegration,

extension, adaptation of three imporiant interrelated /|

corporate povernance studies which form the mvéf-.
process of the framework : First, the I_Lbf“.rhmﬁ I-b x o)

the ultimate effecis. The mm.q:pts 't,r.ued hre fﬁL
draw'n from monk _a.nd Mlmqr. IEI#'ESL ané] Tricker
(1984, 1990) ﬂ:r '-'Ecs w'.t the effective
BODs wh.tdyis thc mlctctmd]ur.e effects and the main

caqz,&MJMdSLDlheECG l'bccmceptsusedm_.:' :
P "m hnm Aram and Cowen (1999), _Ci.mw.
:",_.t_.F'n-esold, and Lawler T (1998); _r;nmsu;.qhm =

(1991, 1993), Donaldson {lwﬂi}:, Flrbtqibel‘g and
Malkiel (1994), Lmsch HB%‘; m;cr '.Inl:kr:r (1984,
1990); mdﬂnr&!, 1hr. dompu:&nmamcw which is also
-;_:'ﬂxwam Lmr.ew creates the effective BODs and
.-ﬂ.:e Etﬁ The concepts utilized are brought from
Coulmn-"fhnmu (1991, 1993) and Tricker (1984,

1990),

Construels

The integrative framework of the ECG
mcorporates three interrelated comstructs: (1) the
ECG: (2) the effective BODs; and (3) the competent
director. Each of the variables in one construct has
interrelationships with other vamables within the
construct and has interrelationships with other
variables in the other construct, in between and

across constructs. Thus, the competent directors and
effective BODs are postulated o be two mamn
constructs that influence and lead to the ECG. The
underlying interrelationships of the constructs of the
framework are illustrated in Figure 1.

To illustrate, the FL’U}Q the effect. The
immediate cause 15 mex:llm.m: HGD*., which results
from board sl:m{um. ai‘ln‘hutes function, activities,

aml .;.,mbf hmhﬂ the lead director, board

..al:c:cnunla‘l:lﬂﬁ&x working relationships  between
..Ehﬁ'.lrl'ﬁﬂ.l'l of the BODs and the CEO, mlc 0[' the
2l outside director, empowering Jht-bi:'ﬂhi mcgsﬂng

board development, and nlmhlmﬁm o 111 /prow
board ciY:n;.twcrlLsa {"?"ﬁquu;h Gritical cause of
1he gffecufélm1 gs 1]:|.-|: competent director.

‘I]:.era.tm‘;c\‘tw’mpe'tml director is the fundamental

b alm, uf d'i:: ECG.

It is imperative to emphasize that the
framework and guidelines are not eiched m stone.
They will undoubtedly change in the firure. Nor are
they intended to be a complete code of corporate
governance. They work in concert with the bylaws,
the cerlificate of incorporation, and the policies
adopted by individual direciors, the board, and its
commiltees (Smale, 1995).

In practice, the competence of directors
and the effectiveness of the BODs are closely
interrelated, and an integrated development program
should recognize this and address them both
(Coulson-Thomas, 1989; 1993} (1) The competence
requirement of individual directors can derive from
what is needed to improve the effectiveness of the
board; (2) The effectivencss of the BODs can reflect
the individual competences of its members, and (he
extent to which these are complementary when they
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are brought together in the context of the boardroom,

In addition, it is important to note that the qualities of

the competent director and the effective board denve
from the role and fimction of the board.

The Competent Director

The board ought to be, but may not
always be, the best judge of its own compelence
requirements. The job of defining directorial
competences is nomally best performed by the board
(Coulson-Thomas, 1991). In essence, many studies
suggested that the competence of a director should
not be assumed (Lorsch & Maclver, 1989,
McDougal, 1968, Mueller, 1981; Norbumn & Schurz,
1928; Sadler, 1991).

Attributes thalt constitutes a competent
director include: (1) as a minimum, all directors
should uwnderstand their legal duties and
responsibilities; (2) the qualitics of the competent
director and the effective board derive from the role
and function of the board; (3) competence needs to
be related to such factors as the situation,
circumstances, context, hicrarchy of purpose (vision,
mission, goals, and objectives), composition,
dynamics, culture, etc. Of the individual board; and
(4) directors themselves identify perspective,
strategic awareness, and personal qualities as key
attributes of the competent director (Coulson-
Thomas, 1991). In addition, competent directors arise
oul of the experience in the boardroom and they learn
from it and build on it. The dynamics of a boeard
thrives on the creative interplay of diverse but
complementary gualities and personalities of the

competent directors (Boone & Johnson, 1980;
Heidnick & Struggles, 1987; Kom & Ferry, 1992).

Competences that have been identified
can be grouped, categonzed and prioritized. The
critical atiributes or qualities of the competent
director could be grouped according to Anderson &
Antheny (1986), Coulson-Thomas (1991, 1993),
Mace (1975), Sadler (199.4] which presented in the
framework. Such a list of categonies of competence
could be the basis of a checkhst for use in the
assessment or re-assessment of the competences of
individual directors (see: Mueller, 1993 for director’s
boardworthiness check-up). In essence, assessing and *
priontizing the current competences of the individual
directors of the BODs against a prionity list can lead
to the identification of the key competence
deficiencies of each director (see: Aram & Cowen,
1983; Carr, 1970; Coulson-Thomas, 1991, 1992,
1993; Sadler, 1991). In addition, development of the
competent director (see: Bavly, 1998, Coulson-
Thomas, 1990, 1991, 1992a, b, Coulson- Thomas &
Wakelam, 1991) as well as age and directorial and
contribution (see; Heidrick& Struggles, 1987; Boone
& Johnson, 1980, Coulson-Thomas, 1989, 1993,
Kom & Ferry, 1989, 1992) are the key factors for
effective BODs and ECG.

The Effective Board

Any board of directors can only be
considered effective if the company achieves long
term success. But what constitutes success and the

ways of achieving il are many and varned as follows:
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are brought together in the contexst of the boardroom,
In addition, it is important to nole that the qualities of
the competent director and the effective board denve

from the role and function of the board.

The Competent Director

The board ought to be, but may not
always be, the best judge of 115 own competence
requirements, The job of defining directorial
competences is normally best performed by the board
(Coulson-Thomas, 1991). In essence, many studies
suggested that the competence of a director should
not be assumed (Lorsch & Maclver, 1989;
MeDougal, 1968; Mueller, 1981; Norbum & Schurz,
1988, Sadler, 1991).

Aftributes that constitules a competent
director include: (1) as a minimum all directors
should understand their legal duties and
responsibilities; (2) the gualitics of the competent
director and the effective board derive from the role
and function of the board; (3) competence needs lo
be related to such factors as the situation,
circumstances, context, hicrarchy of purpose (vision,
mission, goals, and objectives), composition,
dynamics, culture, ete. Of the individual board; and
{4) directors themselves identify perspective,
strategic awareness, and personal qualities as key
attributes of the competent director (Coulson-
Thomas, 1991). In addition, competent directors anse
oul of the experience in the boardroom and they learn
from it and build on it. The dynamics of a board
thrives on the creative interplay of diverse but
complementary gualities and personalities of the

competent directors (Hoone & Johnson, 1980,
Heidrick & Struggles, 1987, Kom & Ferry, 1992).

Competences that have been identified
can be grouped, categorized and prioritized. The
¢ritical  attributes or qualitics of the competent
director could be grouped according to Anderson &
Anthony (1986), Coulson-Thomas (1991, 1993),
Mace (1975), Sadler (1991) which presented in the
framework. Such a list ull' categonies of competence
coitld be the basis of a checklist for use in the
assessment or re-assessment of the competences of
individual directors (see: Mugller, 1993 for director’s
boardworthiness check-up). In essence, assessing and ©
prioritizing the current competences of the individual
directors of the BODs against a priority list can lead
to the identification of the key compelence
deficiencies of each director (see: Aram & Cowen,
1983: Carr, 1970; Coulson-Thomas, 1991, 1992,
1993; Sadler, 1991}, In addition, development of the
competent director (see: Bavly, 1998, Coulson-
Thomas, 1990, 1991, 1992a, b, Coulson-Thomas &
Wakelam, 1991) as well as age and directorial and
contribution (see; Heidrick& Struggles, 1987, Boone
% Johnson, 1980; Coulson-Thomas, 1989; 1993,
Kom & Ferry, 1989, 1992) are the key factors for
effective BODs and ECG.

The Effective Board

Any hoard of directors can only be
considered effective if the company achieves long
term success. Bul what constitutes success amd the

ways of achieving il are many and varied as follows:
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Buoard Structure

Three key issues involved in board
structures: titles of director (see: Tricker, 1984), the
independence issue (see: Tricker, 1978), and
alternative board structures - basically, there are four
alternative board structures: (1) the all-executive
board i which every director is also a managenal
employee of the business. Many small private, family
firms, and those subsidiary companies in which the
board 1s, effectively, the top manapement team
withoul representation from elsewhere in the group;
(2) the magonty executive board on which the outside
directors are in the minority; (3) the majonty outside
board with a majority of outside directors, and (4) the
two-tier board in which there are mo common
members between the board and the executive
management team (Tricker, 1990). Also see: Barnard
(1991), Bacon (1990), Bemhbardt (20000, Coulson-
Thomas (1991), Melis (2000, Richman (1993), Stem
(1993)

Board Attributes

Central to the effectiveness of any
BODs is the composition of its membership, There
are many clements of board composition such as size,
the number of inside and outside and outside
directors, the ape and retirement of members,
individual qualifications, compensation and other
incentives which present difficult problems in
practice (Bacon, 1990, Koontz, 1967 cited in
Cochran & Wartick, 1988).

Compaosition of Boards
The key issues reviewed with respect 1o

board compositions which also contribute to the

effective BODs are: (1) imside versus outside
directors (see; Baysiner & Zardkoohi, 1986; Brme &
Melcher, 1996; Drieghe, 1986, Firstenberg &
Malkiel; Smale, 1993; Gautschn & Jones, Kesner,
Victor & Lamont, 1986; Molz, 1987; Tncker, 1984;
1990; and Vance, 1983 for the arguments amd
details); (2) board size (Changanti, Mahaja& Sharma,
1985, Firstenberg & Malkiel, 199%4; Gautschi &
Jones;, 1987, Koontz, 1967, Jensen 1993; Johnson,
1990; Jones, 1986; Juran & Louden, 1966, Pfeffer,
1972, Tricker, 1984; and Vance, 19831 for the
arguments and details); (3) the age of board memvers
{see: Bryne & Melcher, 1996; Cochran, Wartick &
Wood, 1984; Koontz, 1967 ; Juran & Londen, 1966;
and Vance, 1983 for the arguments and details); (4)
director stock ownership and compensation (see:
Bryne & Melcher, 1996; Daily & Dalton, 1992;
Drieghe, 1986; Firstenberg & Malkiel, 199%4; Juran &
Londen, 1966; Oswald & Jahera, 1991; and Vafeas,
2000); and (5) the pantheonic board (see; Mitnick,
1986; Tricker, 1984).

Board Funetions, Activities and Responsibilities

A legally constituted board has vanous
accountabilities and responsibilities. It should operate
as & board, and conduct its affairs as a board. Just as
mdividual directors may need o distinguish between
direcional and managenal responsibilities, s0  a
board needs to ensure that it functions asa
board, rather than as a management committes
composed of (1) a CEOQ or “boss”, and (2} executive
directors, all of whom are emplovees of the company
and “subordinates” (Bacon, 1990; Coulson-Thomas,
1991, Richman, 1993; Tricker, 1984, 1990). That is,
a board sets parameters and ensures that the
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corporation is being well run on behall of the
shareholders. Boards momtor that all of these matters
are well and properly carried oul within an overall
framework of direction and policy (Stem, 1993,
Tricker, 1990, Useem, 1993).

Board activities can usually be thought
of as having four componenis-participating in
siratepy formulation, participating in  setting
corporate  policies, monitoring and supervision of
executive managerment, and providing accountability
to the stakeholder groups. In sum, the former two
gomponents are classified as performance
component, the latter two are conformance
component (Conger, et al., 1998, Coulson-Thomas,
1993; Tricker, 1984, 1990; Usem, 1993). Also see:
Monks & Minow (1991,1995), Tricker (1984, 1990),
Seely (1991),

Furthermore, one of the most critical
board tasks that culs across all four dimensions s the
selection, appointment, and rewarding of the CEO,
and the planning for his or her succession (Monks &
Minow, 1991, 1995; Tricker, 1984, 1990; Uscem,
1993).

In essence, a board is responsible for:
(1) business strategy development, not for selling
strategy-that job falls to the CEO and senior
management team-but for ensuring that a stralegic
planning process is in place, is used, and produces
sound choices. Further, the board must monitor the
implementation of current strategic imitiatives to
assess whether they are on schedule, on budget, and
producing effective results; (2) seeing that the
company has the highest caliber CEO and execulive
feam possible and that certain senior managers are
being groomed to assume the CEQ's responsibilities

in the future; (3) ensuring thal, as the ultimate
oversight body, the company has adequale
information, control, and audit systems i place 10
tell it and senior management whether the company
is meeting its business objective; (4) ensuring that the
company complies with the legal and ethical
standards imposed by law and by the company’s own
statement of values; and (5) preventing and managing

crises-that is, managing risk (Conger, 1998)

CED Duality

Proponents of agency theory argue for a
clear separation between dutics of the chairman and
the CEOQ (see: Eisenhardt, 198%; Oswald & Jahera,
1991: Walsh& Seward, 1990), The scparation of
function provides essential checks and balances over
the exercise of the executive function. Without such
independent oversight the CEO would tend to be
motivated by self-interest and tend to perform
managerial opportunism. In essence, a threat to the
exercise of independent judgment by the BODs 15 the
dual role of CEO as board chairmman, that is, top
managerial officer of the corporation simultaneously
serves as chairman of the BODs which has the
charter of monitoring and evaluating top
management. The dual designation of chairman and
CEO suggests the potential for a conflict of interest.
How can the board properly oversee lop management
il the chairman is top management? (Dalton &
Kesner, 1987; Wheelen & Hunger, 1998},

That is, an effective board needs
authority-the authority to act as a governing body and
to make key decisions-but also the power 1o see that

top management is accepting and implementing its
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decisions, Ome clear way to grani the board the
independence it needs to exervise effective over sighl
of the CEQ is for the board's chair to be someone
other than the CEQ, to be someone who represents
the sharcholders and other stakebolders and other
stakeholders of the company, This is the single most
important factor in creating the right balance of
power needed for ECG (see: Conger, et al, 1998;

Ferry, 1993h).

Board Style

According to Wheelen and Hunger
(1994), board stvles can be penerally classified,
according to the degree of involvernent by senior
managemant and board of directors, nto four types:
chaos, manonette, entrepreneurship, and partnership
management. In addition, board styles can be
grouped into six types according to the degree of
involvement in strategic management along the
continuum of whether high degree of involvernent
{active) or low involvement (passive) as follows: (1)
catalyst; (2) active participation; (3) nominal
participation; (4) minimal review; (3) rubber stamp,
and (6) phantom (see: Tricker, 1984, 1990; Wheelen
and Hunger, 1994} (Also see: Case-The
Daimler/Chrysler Merger by Neubauer, Steger, and
Radler, 2000 and see: Tricker, 1984, 1950).

Board Committees

The most cffective boards accomplish
much of their work through commitiees. Although
the committees do not have legal duties, unless
detailed in the bylaws, most commitiees are granted
full power to act with the authority of the board
between board meetings. That is, the reliance on

independent oulside directors to provide a separation
of function and provide a check on management, 13
reflected in the growing use of audil commitiees,
nomination committees, and remuneration or
compensation committees of the man board. Board
comumuattees, consisting mainly or wholly of non-
executive directors and s an essential element in a
corporale  governance structure, can make an
important  contribution o etfective sui:-cw:is:crn.
monitoring, nexus, and effective BODs (Kesner,
1988). See details of the importance of the practice,
roles, responsibilities, duties and Mnctions of @ (1)
audit committees (Barr, 1976; Byrd, 1977; Chazen &
Landis, 1976; Colegrove, 1976; Gorey, 19735, Farrell,
1973; Firstenberg & Malkiel, 1994; Foster, 1976;
Klock & Bellas, 1976 Louden, 1982 Mautz &
MWeumann, 1977, Solomom, 1972, Trcker, 1978;
Wilde & Vancil, 1972); (2) nominating commitlees
{Bowen, 1947; Firstenberg & Malkiel, 1994; Kom &
Ferry, 1992; Louden, 1982); and (3) remuneration
committees (Kesner, 1988; Louden, 1982; Tricker,
1984},

Establish the Position of Lead Director

Many proponents of board reform
advocate separating the position of chairman from
that of CED (Bowen, 1994). Tt is argued that having
an mdependent director serve as chairman of the
board will enhance the board's effectiveness as an
overseer and monitor of managerent, Mareover, the
board would be strengthened by having its own
leadership, would be better organized, and would be

strong position in dealing with top management.
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The full potential of the independent
directors can be restored by several concepts and
practices as more effective monitors of management,
such as a chair of the independent directors (CID),
chair of a board governance (and nominating)
committee (CGC), or, as recently adopted by a major
financial institulion, chair of a commitlee on
commiitees (CCC), in which the comauttee 1§ made
up of the chairpersons of the various board
committees. Such concepts could create the position
of a lead director (Who represents the outside
directors when setting agendas for meetings and who
can take charge in a crisis), while preserving the
collective character of board governance. This chair
{designated of lead director) could perform a number
of special functions (see: Firstenberg and Malkiel,
19%4),

Board Accountability

All companies should be held publicly
sccountable for their acitvities where their actions
gould affect the stakeholder groups (Charkham,
1986; Coulson-Thomas & Wakelam, 1991; Tricker,
1984, 1990). The concept of accountability involves
a requirement o give an account of actions taken and
results achieved. It represents a feedback mechanism
by those held responsible for those activities. Two
parties are involved-the one with the right to demand
accountability: the other with the duty lo provide
accountability. Accountability involves more than a
reporting of what has been done: it includes a
requirement to say why and to face the consequences.

Accountability implics some degree of participation:

it recognizes the existence of power 1o demand
compliance (Charkham, 1986; Tricker,1984).

Accountability is nol discretionary. It
mnvolves rights and duties; not interests and options.
It needs to be distinguished from voluntary disclosure
of information, which involves as ex gratia act, by
those with the knowledge, to convey information to
others. Similarly the progess of socially responsible
hehavior, however desirable these may be, involve
choices based on ethical and moral principles: again
these are not acts of accountability per se. To be able
1o demand accountability presupposes the potential to
exercise power based on legitimate authority. There
are a number of bases for right to demand the duty 1o
provide accountability (Coulson-Thomas, 1990,
1991; Tricker, 1984).

In terms of corporate accountability, it is
needed lo be precise in answering the questions-
accountable to whom, for what, how, and when?
Formal accountability can exist only where there is a
legitimate constitutional, proprietarial or contractual
relationship between two parties-the one with the
right to require and the other a duty to provide
accountability, Calls for greater disclosure of
information to wider public stakeholder groups have
usually been based on calls for greater corporale
social responsibility (Clarke, 1998; Tricker, 1934;
Wheeler & Sillanpaa, 1998},

For the board to be better board
accountability, the annual general meeting of the
shareholders can offer opportunities to boards who
accept the need for more demonstrable
accountability. In addition, the amnual report and
accounts is also now widely recognized as an

important  vehicle for providing shareholder
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accountability. In additon, i1 is also important to
focus the board’s accountability and role in business
development (Bacon, 1990, Coulson-Thomas. 1991;
stern, 1993}

In essence, another key issue that
contributes to the effective BODs and BECG s the
optimal working relationships between the chaiman
of the BODs and the CEO (see: Brown, 1976
Chitayat, 1985, Copeland & Towel, Lewis, 1974,
Mueller, 1378; Puckey, 196%; Roe, 1977, Zald,

1969).

Rale of the Outside Director

There are many key areas of the role of
the outside director that contribute to the
effectiveness of the board (Spencer, 1983): (1) the
mature of the role; (2) the issue of competent role
performance; (3) the relationships the outside
directors form with fellow directors-relationships
with fellow directors can be: (1) relationships
between non-executive directiors; (i) relationships
between non-executive directors and executives; and
(it} relation between the non-executive director and
the chairman and/or CEQ; (4) the ways in which
power andlor influence is exercised, either by
themselves or be fellow directors, the power blocks,
the structure and power distribution within boards, as
well as consensus decision-making of the board, (5)
marginality-the perception of th outside director by
himself and by others as an essentially marginal
figure occupying what is frequently viewed as a
rather ambiguous role. Marginality can lead to
experience of role dissonance and role ambiguty.
The perceived fact of the marginality can be viewed
as (i) source of power within the organization (i) a

structural item:; and (i) a mater of the interplay
hetween the relatonship between culture and
structure in boardroom practices, and the ability ol
the outside director to brng personal skills and
attinbutes thal assist him to transcend structural
marginality.

In essence, a compelent outside director
that can contribuie 1o the effective board must
possess: (1) core identity issues as pu'cn:iveci by the
role occupant; (2) areas of personal and siluational
awareness which the ouwtside director must identify,
interpret, and determine his response to  many
different contingencies (see: Spencer, 1983 for
details).

Board Empowerment

Empowerment means that outside
directors have the capability and independence to
monitor the performance of top management and the
company, to influence management to change the
strategic direction of the company if its performance
does not meet the board's expectations; and, in the
most exireme cases, to change corporate leadership
(Laorsch, 1995),

CEOs who resist empowered boards
must change their attitude. If they do not, they and
their compames will be the losers because the
empowered board is here to stay. If CEOs resist the
trend, pressures lo empower directors are hkely o
grow outside the boardroom, which will make the
change adversarial and may lead to boardroom
practices that will interfere unduly with management.
But if CEOs recognize that empowered directors
can help them and their companies, and if they
encouwrage this trend, board empowerment can be
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achieved with minimum fuss and maximum benefit
{0 CEQs, shareholders, and other stakeholders, as

well as can greate ECG.

Appraising Board Performance and Efectiveness

There are many reasons why companics
should annually review the effectiveness of their
boards (see: Conger, et al_, 1998). An effective board
is self-critical, that is, no one can perform the
periodic board evaluations but the board itself. In
essence, self-evaluation need mot be self-serving
evaluation. While the chairman should continuously

monitor the effectiveness of the board, the board

itsell should be periodically involved in a review of

its own activities, prionties, and effectiveness. The
board should hegin with the activities that were
identified in the role and function of the board. In
essence, board review process can be generally
mmmarized as moving along the following steps: (1)
determining what needs to be performed; (2) creating
the Eapability to do what needs to be performed; (3)
deciding how to do what needs to be performed, (4)
ensuring that what needs to be performed actually is
performed; (5) ensuring what is performed satisfies
legal and ethical requircments; and (6) reporting to
stakeholders on what has been achieved. The sixth
step provides the feedback to first step, as the cycle
restarts (Coulson-Thomas & Wakelam, 1991). Also
s Conger, et al. (1998).

In addition, other critical areas of
concerns that should be considered when assessing
the effectiveness of a board (Tricker, 1978} (1)
structure/constitution and composition (membership
of the board, etc; (2) core functions and conduct of

business {issues concerning the board meetings, ete.);
{3} attitudes and approach (appropriateness of board
priorities, involvement of empowering the
management team, realily confrontation or
avoidance, etc); (4) directonnal gqualities and
attributes; (5) team dymamics (harmony and umty,
ele.), and (6) continuous improvement (the full
potential, chaiman's expectations, board learning,
and self-critical, etc.). For an effective bhoard, in
addition, individual directors would feel free to raise
any concerns they might have about the board
conduct its business, while the chairman would
periodically invite comments and feedback

concerning the board"s operations.

Board Review Process

The main functions of the board could
be linked together in the form of a board review
process. BODs and CEOs need a formal and visible
review process to demonstrate to shareholders their
shared commitment to orderly and ECG. Other
purposes are to explore board processes, structure,
and style in the light of company needs, to highlight
potential problems for the future, and to provide the
hasis for increasing efTectiveness. (see: Coulson-
Thomas & Wakelam, 1991; Hilmer & Tricker, 19%0;
Tricher, 1984 for quality of board review process).

See the key issues of a review of boand
effectiveness in . Conger, et al. (1998), Coulson-
Thomas & Wakelam (1991), Hilmer & Tricker
(1990).
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Strategy for Board Development

Steps in a practical board review leading
to the formulation of a strategy for the developing the
board are as follows: {1} a strategy for the
development of the board must be set in the context
of the overall business strategy. Therefore, the first
step towards crealing a strategy for board
development is to consider the implications at board
level of the corporate business strategy; (2) the
overall governance situation needs to be taken inlo
account; (3) external situation, as it might affect
governance matlers and issues, needs 1o be
considered; (4) the relevant board structure can be
reviewed in the context of the company's present and
future nﬂe:ds Consideration can also be given to the
time expected from each director for board level
work; (5) appropriate board style can next be
considered; (6) succession planning is an essential
component in creating a board development strategy,
(7 effective directors can be trained and developed,
in an organized, systematic fashion. The board
review will highlight areas in which certain directors
might benefit from specific traimng and
development. Opportunities can also be created for
development through membership, of chairmanship,
of board committees or task forces, by giving
members responsibility for a specific project, or
assigning them to represent the company on
appropriate occasions. The development of existing
and potential directors can make a signilicant
contribution to the improvement of board
elfectiveness; (B) consideralion can be given to
opporiunities for achieving greater board efficiency
and: (9) greater effectiveness which completes the

steps necessary for step 10: the development of an

agreed strategy for board development (Hilmer &
Tricker, 1590),

Opportunities to Improve Board Effectiveness

There are many opporiunities for
improving board effectiveness. These include the
better use of board (ime, delepation to board
commitiees, acquiring better board imformygtion, and
effective and eMcient conduct of board meetings,
agenda, and minutes (see: Hilmer & Tricher, 1990).
Summary:the Effective Board

For the board to be efMective, the key is
to ensure that: (1) the board 1s untied, commutted, and
focused; (2) every element of the corporale
transformation, reformation, and reinvention 15 in
place; and (3) the impetus and wvital actions are
initiated, developed, pursued, and dimension. An
effective board, with its own sense of cohesiveness
and deternmination to be informed about its
company's business (if necessary, through access o
information not provided by management) can: (1)
ke meaningful action (0 minimize managerial
cpportunism o benefit when sharcholders do not
and, in particular, to curb excessive perguisiles and
compensation; and (2) determine when the company
i5 in severe difficulty, especially when its own
culture paralyzes it from adapting to a changing
environment (Firstenberg and Malkiel, 1994).

The Effective Corporate Governance

Since the ECG is the ultimate effect as
previously discussed, the ECG can be assessed along
several dimensions: (1) the competent directors; (2)
the effective BODs; (3) improving decision making

i.e, decision making-fostering debate, bringing m
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better information, offering new perspectives,
reducing false consensus and insulanty, and with
shareholders and boards involved in decision making
(see: Pound 1995); (4) nght and’or optimal balance
in role and responsibilities, power distribution and
influence, interests, and interrelationships among
shareholders, competent directors (both inside and
outside directors) and effective BODs, senior
management, and other stakeholder, such as nght
balance of the codetermination (see: Hammer &
Stern, 1983; Prenting, 1992) and optimal inteclocking
directorate (see: Bazerman & Schoorman, 1983,
Pennings, 1980); (4) vision agd mission fulfillment,
goals attainment, and objectives accomplishment; (5}
optimal and appropriate reformation, reinvention, and
empowerment of the stakeholders invelved; and (6)
integrated culture and value such as consensus
decision-making, accountability, awareness and
discipline, self-critique and evaluation. The
assessment of ECG should be performed along
multidimensions, not just a single dimension, that is,
the integrative and coordinative approach along the
multidimensions, should be conducted.

Research Propositions

The proposed framework hypothesizes
variations in the BECG as a function of the effective
BODs. The effective BODs is, in tum, affected by
the competent -director. The framework presented
hypothesizes vanations in attnbutes of the competent
director effect on the effective BODs and corporate
governance, as well as variations in variables of the
effective BODs effect on the effective corporate

governance.  Therefore, specific research

propositions analyzing the interrelationships between
and among variables in three constructs can be
developed, some of which are stated as follows,

Pl : The degree of the effectiveness of
the corporate povernance {(well check and balance the
corporate governance issues and/or reform measures
andfor optimal level of power distribution) is
positively correlated to the appointment and
performance of the interdependent lead director.

P2 : The degree of the effectiveness of
the corporate governance (well check and balance the
corporale governance issues andfor reform measures
and/or optimal level of power distribution) is
negatively correlated to the power blocks of the
board andior the marginality of the outside director
(s,

PZza : Well-balanced in power
distribution of the BODs is negatively correlated to
power blocks of the board and/or the marginality of
the outside director(s).

P2b : Well-balanced in power
distribution of the BODs i3 positively correlated 1o
the independence andfor accountability of the
individual director(s) and‘or the board.

P3a : Establishing the position of lead
director and appointing chairman of the independent
directors  (CID) is positively correlated to the
effectiveness of the corporate governance.

P3b : Establishing the position of lead
director and appointing chairman of a committee on
committess (CCC)  is positively correlated to the

elfectiveness of the corporate governance.
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PFic : Establishing the position of lead
director and appointing chaiman of a board
povernance (and nominating) committee (CGC) is
positively correlated to the effectiveness of the
COTpOTale FOVEeTTIANGES

P4 : Formal, periodic, and systematic
board appraisals (and / or board works as a team) and
the effectiveness of the corporate governance (as
measured by corporate performance, and fulfilling
vision, clc.) are positively correlated.

P5 : The greater the interdependence
and/or optimal relationships between and among
director, the greater the effectiveness of the BODs
and/or ECG (as indicated and measured by corporate
performance and morale of the other stakeholders),

P6 : The higher the level of the
disclosure of the board self-review, the higher the
level of the ECG (as measured by corporate
performance, and ful filling vision, ete.).

P7 : The higher the number of inside
directors loaded in the BODs, the lower the level of
the effectiveness of the corporale govemance.,

Pfa : The effectiveness of corporate
governance 15 caused by the positive correlation
between empowening the BODs and the board
attributes.

F&b : The effectiveness of corporale
povernance 15 caused by the positive commelation
between issue priornitization of the BODs and the
interdependence of the directors.

Based on the linkages posited in Figure
1, other specific research propositions can be
developed. Therefore, the list of specific propositions
is by no means exhaustive. Since all the vanables

mcluded m  the mtegrative framework can be

operatipnalized, and many of them have been used in
previouws research, it is possible to empirically test the
specific research propositions and hypotheses. The
gignificance of the various sets of variables as they
affect the ECG can thus be delermined and
investigated.

Thus, hypotheses analyzing the
relationships belween the various sels of
vanables/constructs can thus be generated as a whole
of in part as suggested in the framework and also can
be used for domestic, comparative, and even cross-
national studies. Therefore, these enhance
understanding of and imsight into the complexity,
interplay, and various perspectives of the miluences
of the effective BODs and the competent director on
the ECG.

Discussion

In light of increasing in a state of
transition of corporate governance systems, the need
o identify the determainants of the etfective BODs
and ECG is indeed great. The proposed framework
sought to incorporate and integrate the various
perspectives and  approaches (o the study of
the corporate governance, thus allowing for a more
comprehensive investigation of the complex
phencmenon of corporate governance; and hence
providing a better understanding of the variables that
can enhance the chances of the ECG in various
conlexls and situations.

Although the findings from the literature
review must be viewed as tentative and needing lo be
confirmed empirically, it is believed that they offer
some insight into an underresearched topig,

specifically, the relationships between the competent




amrdnyEaas 19 13 810N 1 WQunInu 2543-1M1AN 2544 wii1 93

director, effective BODs, and ECG. The proposed
framework raises the possibility that some vaniables
in the constructs may be more influential than other
variables in the other constructs. Therefore, it may be
wseful to select one key variable that impact on the
kev variables on the other comstructs under
considerations,

The framework and propositions
represent an effort to bwld the foundations of
integrating the competent directors, effective BODs
within the ECG. The main objective 1s in theory
building rather than theory testing. In additm.n. it is
also hoped that the framework and propositions
advanced here will lead to further theory
development and empirical testing in this area, which
gystemnatically links the competent director, eflective
BODs, and ECG.

Specifically, a first step would be to add
to and substantiate the proposed framework. Second,
the implications of the use of the effective BODs to
drive for achicving the ECG must be considered.
Third, in view of the proliferation of using outside
directors in many boards, the long-term performance
implications of such relationships involved in
creating the effective BODs and ECG must be
investigated.

Besides the implications and potential
contributions that a proposed framework have for the
practices of corporate povernance and  stralegic
management, the results of research findings utilizing
guch a framework can contribute to the literature on
corporate governance and boardroom practices by
providing a better understanding of the relationships
that exist among the various sets of variables. The

findings of research utilizing such a framework can

also facilitate the understanding of why and how
stakeholders behave, act, and decide, and under what
circumstances are strategic managers and
stakeholders likely to adopl certain stralegies or
courses of action which influence the ECG.

In addition, an integrative framework of
the ECG such as the one proposed in this paper can
assisl the understanding of corporate governance
phenomenon under varying sets of boardroom and
director contexts, and how these in turn determine the
ECG. Such findings can facilitate the identification
and presciption of board and management practices
that can be effective in BODs comprising of
multinationality of directors and variety of

stakcholders.

Directions for Future Research

Besides the need for empirical
verification of the propositions given, there are
several implications for future research.  First,
appropriate measures must be developed for
capturing the cffectiveness of the BODs and ECG. A
wide range of the BODs and corporate governance
measures is being emploved. For example, the CEO
should not continee to serve as @ board member after
retirement and the employment of the independent
advisers, especially in the cases of an atlempled
hostile takeover of merger discussions. Influences of
lhese variables on the ECG should be investigated.
Second, an understanding is needed about how the
key variables of the effective BOD's construct
transform o the ECG. This will be of inferest in
designing programs for transformation, appraisal, and

determining the competent director assigned to them,
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It is imperative that the validity of existing
instruments for each of the key variables i each of
the constructs must be investigated. Judicious use of
survey measures (developed, perhaps, on the basis of
qualitative research) may be required. Third, it 15
critical to differentiate between the competent
director and the effective BODs effects In some
cases, the effective BODs may be so strong that the
competent director’s atinbutes are owvershadowed,
Ignoring the potential mteractions between the (wo
may lead to emmoneous conclusions, However, il 1s
noteworthy that the interplay between the competent
director and the effective BODs may also provide
one possible  explanation  for the differences in
effectiveness between seemingly similar influences
of the competent derector, the effective BODs, and
ECG. Fourth, it is very imperative to understand the
effects of combining two or more atiributes of the
competent directors that have impact on the effective
board or even the ECG. Although the corporations
need to take advantage of the benefits of the only
shareholders, they also need to fulfill the needs and
objectives of other key stakeholders, otherwise the
potential conflicts may be ogeurred. In this context,
research could be performed to determine under
which circumstances stakeholders perform  and
conform synergistically, that is, where their strengths
complement and reinforce each other, versus
“canmibalistically,” that s, where their weaknesses
complement and reinforce each other. Sixth, 1 is
also essential to investigate, specifically, o compare
and contrast the corporate governance structures and
systems of several countries in which the corporation
15 a primary form of large scale organization. Thal is,
the focus of the future research should be on

international differences in the determinants of the
elfective BODs and ECG (such as those presented in
the research propositions) among the United States,
Limted Kingdom, Japan, Germany, France, Italy, or
among the countries such as South Korea, Taiwan,
Singapore, Hong Kong, Malaysia, Thailand, or the
Eastern Europe and the big emerging countries (such
as India and Brazil) especially, compare and contrast
between the mormal and during 1h.L‘ crises,
transitional, and/or transformational periods.
Seventh, fruitful directions for future research mught
include changes in corporale performance, board
reform/practices, and empowering the board, all of
which may be associaled with changes in
slakeholders mvolved by tracking the changes in
thesse dimensions over time from nation to nalion.

Conclusion

This paper attempls to propose the
inlegrative framwork that identifies interrelationships
between the competent director, the effective BODs,
the ECG. Motivating this atiempl has been an
awareness that the relationships between the
competent director, effective BODs, and the ECG is
becoming mereasingly important for companies in an
age of globalization in peneral and stratepic
management in particular. Although further empirical
research 15 needed before definitive conclusions can
be drawn, the proposed research identify the potential
of 8 new research domain, presenis an inlergrative
framework for its examination along with the
proposed proposiions, and suggests the nature
influence of one important construct (e.g.  the
competent director) on another (eg.the effective

BODs). The hope 15 thal o have delineated a new
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and feriile areas of corporale governance and

sirategic management, benefiting academic

researchers and BODs, directors, other stakeholders,

sirategic managers, and the like. Since in the future,

especially for the next decade, ther are trends toward

the acceplance of the idea that a corporation should
be poverned and managed in the interests of all its
stakeholders. That is, stakeholder ownership will

become the fundamental for the reform of the ECG.
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