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INTRODUCTION 
 

This dissertation, in the field of knowledge of finance, is about boards of directors in Latin America. 

Two great features of boards are analyzed, diversity and independence. This work is an empirical 

contribution to the corporate governance literature. Moreover, this is a contribution on the research 

on emerging markets, where there are scare studies on board of directors. 

These essays consider agency theory as a base of the discussion on corporate governance, though 

the conception of board and directors are not exclusively taken as a monitoring mechanism. 

Both studies share the same database of firms, boards, and directors. This hand-collected database 

consists of 450 firms from 2001 to 2012 in 6 countries (Argentina, Brazil, Chile, Colombia, Mexico 

and Peru). We constructed it with information of each board member, financial information of the 

firm and control variables in firm-level and country–level. 

The first paper studies diversity in the board room. The paper presents an extended conception of 

board diversity to other characteristics, besides gender. The essay analyzes the relation of diversity 

and the performance of firms in Latin America. The structure of the board, the education, the 

background and the experience of board members were considered sources of diversity. We 

considered as a theoretical contribution, the relation of these sources and diversity itself as non-

monotonic, while the argument presented is that diversity has a positive relation with firm 

performance. This relation declines and becomes negative when the sources of diversity exceed 

certain value, thus cancelling out diversity (e.g. one female director adds diversity, all female 

directors is a non-diverse board).   

We calculated dummy variables for each diversity driver that capture the non-linear effect on 

diversity. Then, we constructed a Board Diversity Index (BDI) that captured the diversity 

contributions of these dummy variables. We find a very strong, significant and robust relation 

between BDI and firm performance. 

In the second paper we studied the motivations of the appointment of independent directors and the 

role that they play in Latin America, a context different from the traditional corporate world with 

diffuse ownership that shares characteristic with other emerging markets.  

For this paper, we were interested in the possible factors that contribute in the appointment of 

independent directors. We studied the effect of reforms on corporate governance that were 

implemented in Latin American countries that include the presence of independent directors. We find 

that those reforms were effective, thus, an increment on the proportion of independent directors was 

observed. Furthermore, we find that the appointment of independent directors had a direct positive 

impact on value of the firm. Moreover, the ownership structure has an influence on the proportion of 

independent directors. Where a second largest shareholder is present, there is less presence of 

independency. The people who are appointed as independent directors are chosen by their educational 
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background and experience, not by their gender. The special case of Latin America and other 

countries with high ownership concentration is that independent directors have another role of control 

besides monitoring the CEO: to control shareholder groups on behalf of minority shareholders. We 

corroborate this idea using contestability variables finding evidence that independent directors in 

Latin-America are more present when there is a strong controlling shareholder and are moderated 

with a second large shareholder that can monitor the controller. Our analysis includes a diff-in-diff 

model that could allow us to claim causality and corroborated that the reform was an actual cause of 

the increment of independent directors and value of firms. 

Our results move forward the knowledge of the dynamic of the board of directors. The concept of 

diversity should be understood not by the addition or the proportion of a type or directors (e.g. female 

directors) but as an emerging property of the board itself. Also the concept of independency in 

concentrated markets should be principally defined on the independency from the controlling 

shareholder. With our findings, firms and board members can have a more guided inclusion and 

renovation of directors; investors can have more insight to ponder firms; and policy-makers can have 

better considerations to develop regulations and recommendations. 

 

Keywords: Corporate Governance, Board Diversity, Directors, Independent directors, Director 

Experience, Director education, Board structure, Firm Performance, Firm Value, Emerging Markets 
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CHAPTER 1. How does board diversity 

matter? Analysis of board diversity sources 

and firm performance in Latin-America 

 
Jairo Villamil-Diaz 

 
ABSTRACT 

Manuscript Type: Empirical 

Research Question/Issue: This paper analyzes the relation of diversity in the board of directors and 

the performance of the firm in Latin America using an exclusive hand-collected database of 450 firms 

from 2001 to 2012 in 6 countries (Argentina, Brazil, Chile, Colombia, Mexico and Peru). We extend 

the definition of diversity of directors including, besides gender, background, experience, and 

education. We also explore the idea of board size and board turnover as sources of diversity. 

Research Findings/Insights: We find evidence of a positive relation between firm performance and 

diversity of the Board of Directors. This relation declines and becomes negative when the sources of 

diversity exceed certain value, thus cancelling out diversity (e.g. one female director adds diversity, 

all female directors is a non-diverse board).  We construct a Board Diversity Index (BDI) that captures 

the diversity contributions and we find a very strong, significant and robust relation between BDI and 

firm performance. 

Theoretical/Academic Implications:  The concept of diversity is understood not by the addition or 

the proportion of a type or directors (e.g. female directors) but as an emerging property of the board 

itself. Moreover, we consider multiple sources of diversity; diversity drivers create diversity in a non-

monotonic way.  

Practitioner/Policy Implications: Firms and Boards can have a more guided inclusion of certain 

types of directors. Also firms can ponder diversity considering the current structure, education, and 

experience of their board members 

Keywords: Corporate Governance, Board Diversity, Directors, Firm Performance, Emerging 

Markets 
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INTRODUCTION 

Besides the CEO as head of the Top Management Team (TMT), the Board of Directors (BD) has a 

leading role in Corporate Governance (CG). This role has traditionally been addressed from agency 

theory perspective (Berle & Means 1933, Jensen & Meckling, 1976, Fama & Jensen 1983, Hermalin 

& Weisbach 1991, 2003, Agrawal & Knoeber 1996, Bhagat & Black 1999, 2001, Klapper & Love 

2004, Brick & Chidambaran 2008, Coles, Daniel & Naveen 2014), specifically pointing out monitoring 

and control duties. Nevertheless, resource dependency (Pfeffer & Salancik, 1978, Hillman et al. 2000, 

Hillman & Dalziel 2003) is an alternative point of view where diversity helps other important tasks 

that the BD must fulfill (e.g. advisory and strategic decisions). In a constantly changing world with 

globalization and continual innovation, we consider that a BD with diverse perspectives could come 

up with better decisions and more benefits for the firm (Hillman 2015). Following the ideas of Adams 

et al. (2015), our aim is to shed light on task-related and non-task related diversity in relation with firm 

performance in Latin-America, an understudied region of emerging markets. 

We find that characteristics related to diversity of board members have a significant impact on 

performance of the firm, measured by Tobin´s Q as proxy for firm performance. The literature shows 

a positive relation between diversity and performance, however, what we find is that this relation is not 

monotonic; it does not follow a saturating point, on contrary it becomes negative, and it can be 

measured indirectly by characteristics that we call diversity drivers.  

The contribution of this empirical research to the literature on CG is that this study will be the first that 

will formally model the board of directors’ diversity in a broader way considering several diversity 

sources or drivers that present a non-linear and non-monotonic generation of diversity. Thus, the 
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relation with these diversity drivers and firm performance is non-monotonic as well in an inverted U-

shape. Also, we construct a Board Diversity Index (DBI) formed by nonlinear interactions of diversity 

drivers as different of the DBI for demographic diversity used by Ararat Aksu & Tansel (2015). 

Furthermore, because our sample is focused on Latin America, we are making a contribution in the 

emerging market context studying a region where Boards are important as external monitoring is 

weaker (Dahya, Dimitrov, & McConell, 2008, Ararat Aksu & Tansel 2015), with just few published 

studies on BD and none about the influence of diversity from a CG view. 

The analysis is econometrically based on structural variables of the board, and characteristics of board 

members such as education and experience. We find a strongly positive and significant relation of 

female participation, the turnover of directors, board members with business related education, 

lawyers’ participation, directors with master studies, and directors with CEO experience with firm 

performance. In contrast we find that CEO-COB duality, directors with Ph.D. studies, and directors 

with foreign studies, have a negative relation with firm performance. We also studied the relation 

between firm performance with public sector experience, founder experience, foreign directors, and 

busy directors but we could not  find significant evidence of a relation. 

Our argument follows the idea that the studied characteristics are sources of diversity for the board of 

directors. Nevertheless the process is not monotonic. When a diversity driver that adds diversity to the 

boardroom reaches certain level, the process turns into a decrease of diversity. We find statistical 

evidence that the ratio of turnover of board members, and the ratio of directors with CEO experience 

have a second order negative relation with firm performance. We could think this as an inverted U-

shaped relation. Other diversity drivers might have this same relation form; however we cannot show 

significant evidence for other variables. As an alternative we generated dummy variables that activate 
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when each driver kicks in, and deactivates when the driver crosses certain threshold and the relation 

with firm performance start to become negative.  

We find statistically positive and significant relations between ten diversity dummy variables and firm 

performance. Having these diversity dummy variables, the construction of the Board diversity index 

was straight forward as the sum of these ten variables. We find a very strong and significant positive 

relation between the Board diversity index and firm performance. This relation holds with controls of 

firm and country fixed effects, and also for an alternative performance measure as ROA.   

It is commonly accepted that topics in CG such as CEO turnover or shareholder participation are 

endogenous because of simultaneous causality (Hermalin & Weisbach 1998, Bennedsen et al. 2007). 

It is clear that for publicly traded firms, the stake of a shareholder can be easily reduced just by selling 

the stocks if the firm is underperforming, thus quality investors will try to invest in quality firms. 

Similarly, firms with good performance would seek for good CEOs who will enhance, as well, the 

performance of the firm. Apropos appointments of Board members, there is a clear direct relation with 

shareholders, and indirect relation with the appointment and tenure of the CEO (i.e. shareholders 

directly appoint directors and indirectly appoint the CEO). This does not mean that with a direct OLS 

regression estimation we can claim causality, nonetheless it is important to note that the caveat of 

simultaneous causality, and therefore endogeneity is less plausible than in other CG problem. The 

simultaneous causality of board diversity and firm performance is less present, not only because of the 

relation of second degree with shareholders and CEO, but because the diversity of the board is an 

emerging property that is driven by characteristics of the structure of the board and by characteristics 

of the board members. An argument such as “the more, the better” cannot apply directly for board 

diversity sources. Such as, women cannot ex-ante search to be appointed as directors by a well 

performed firms arguing that they will add diversity to the board because board diversity is not an 
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intrinsic property of women as individuals, but is an emergent property of the board. In other words, a 

woman will not add diversity in a board composed only by women.   

Considering for endogeneity we use a 2SLS methodology using lagged values of the diversity drivers 

and diversity dummies as IVs. We find the same positive results. We also explore several scenarios 

using ROA as proxy for performance, and IV regressors for each country as robustness checks. We 

still find a positive and significant, but less strong relation between Board Diversity Index and firm 

performance.    

 

THEORETICAL REVIEW AND DEVELOPMENT OF 

HYPOTHESES 

Traditionally corporate governance research has oriented the discussion about board of directors from 

an agency theory perspective. In general, shareholders appoint directors that serve them as a principal 

to control and monitor the CEO (agent) and the management. Nevertheless, the relation between 

shareholders, the BD, and the CEO is far from obvious. Multiple shareholders can elect multiple 

directors with multiple interests in contrast with a large shareholder that can elect the majority of the 

board and consequently the CEO. Hermalin & Weissbach (2003) argue that the TMT, headed by the 

CEO, has a strong influence in the election of directors converting the BD as an instrument to support 

objectives and activities of interest of specific stakeholders.  Coles et al. (2014) shows evidence that 

board members appointed after the CEO can be co-opted and are less effective monitors. Thus, different 

dynamics among CG actors would lead to different firm outcomes. Furthermore, empirical findings 

(Gompers, Ishii, Metrick, 2003, Garay, Gonzalez, 2008, Ammann et al. 2011) support the idea that 

better corporate governance traduces into better firm performance. That is why pursuing the idea of a 

better board is relevant.  
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 The board´s role in governance is generally considered more important in Europe than in the United 

States; one plausible reason is the better shareholding rights in the US and the more concentrated 

ownership in Europe (Huse 2007, La Porta et al 1999, 2002). Nevertheless, the board concern has 

grown in importance in the US as it is also emphasized in the US Sarbanes-Oxley Act, introduced in 

2003 as a consequence of governance scandals in large corporations. Such scandals (Arthur Andersen, 

Global Crossing, Enron, WorldCom, Tyco, Royal Aholt, Parmalat, Madoff Investment Securities, 

Lehman Brothers) have generated an evident concern and have created consciousness on how 

corporations and executives should be held accountable for creating sustainable value for shareowners, 

employees, customers, and society. As a result, the interest on boards of directors has increased, as 

well as their role, responsibilities, duties, benefits, liabilities, and accountabilities. 

Historically the board of directors was considered to be a cohesive group of homogeneous people. The 

usual director profile is to be men, with economics or business studies, with experience in top 

management positions, with a background in the sector and often in the later stages of their careers. In 

the past decades the concept of the board has evolved reconsidering the idea of a compact unit and 

embracing the concepts of board composition and board structure (Huse 2007). There are four board 

features that have stood out in CG research. These features have been called “the usual suspects” 

(Finkelstein & Mooney, 2003). These are: the number of board members (Board Size), the 

insider/outsider ratio, CEO duality, and shareholder representation by the board members.  

Besides these four features, researchers have considered gender diversity as factor that could benefit 

the BD and the firm (Simkins, Simpson 2003, Erhardt, Werbel & Shrader 2003, Francoeur et al. 2008, 

Adams & Ferreira 2009, Campbell & Minguez 2010, Carter, Carter et al. 2010). We wanted to follow 

the idea of diversity and extend it beyond the idea of gender or ethnics. With diversity in mind, we 

explore if education, experience diversity helps the board undertake duties besides control and 
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monitoring, and how can these other tasks be enhanced. Today, we expect from the BD far more than 

just control and monitoring. People demand ethical behavior, promoters of enrichment, visionaries and 

so forth. Our assumption for this research is that diversity in BD benefits the outcomes of their task 

and therefore a positive impact with firm performance can be perceived. 

The classical perspective of gender diversity 

Gender diversity is the most studied topic related with diversity in the CG literature (Hillman 2015). 

Gender equality and “glass ceiling” are common arguments in the discussions. The reason of gender 

popularity is clear; the female participation as board directors is less than 15% worldwide, is increasing 

now days and is at the top of policy agenda (Dalton & Dalton 2010, Ferreira 2015). Furthermore, 

Bianco et al. (2015) show that female participation is common on firms with concentrated ownership 

when women are family-affiliated with the controlling shareholder. 

Despite the scarce participation, women provide different type of perspective in the boardroom as in 

any other social group. Huse (2007) gathered responses from Norwegian firms with between 50 and 

5000 employees. In this study, some differences between the responses from men and women were 

contributions to charity, CEO remuneration; top management team incentive systems and human 

resource policy were rated higher by women than men. Moreover, several studies indicate a positive 

effect of female participation on the BD. Smith et al. (2005) found evidence of positive relation for a 

panel of 2500 Danish Firms, Cambell et al. (2010) for Spanish firms, Luckerath (2013) in the 

Netherlands. Adams & Ferreira (2009) find a correlation between gender diversity and stock returns. 

They show that firms with more variability in their stock return are the ones with fewer female 

directors. They find that more diverse boards have their members paid with more pay-performance 

incentives. They also present two interesting findings, first that more diverse boards have more board 

meetings, and female directors have less attendance problems to those meetings. Furthermore, gender 
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quotas are a hot topic; several countries have adopted regulation indicating female quotas on boards of 

directors for 33–50 percent of women (Terjesen, Aguilera, & Lorenz, 2014, Bianco et.al. 2015). 

Other studies indicate that participation of women on the boards increases firms’ performance (Adler 

2001, Balasubramanian 2013, Carter et al. 2003, Smith et al 2005, Francoeur et al 2008) or that firms 

may obtain advantages having women on the board (Stephenson 2004). Nevertheless, Gonzalez et al. 

(2012) found that in Colombia, for family firms, the presence of women on the board of directors has 

a negative relation with performance. This can be explained because in family firms most of board 

appointments are made within the family. Therefore, female members are usually the wife, daughters, 

sisters or other family members of the founder of the company. Within these situations, diversity 

decreases and so does performance. Similarly Ahren & Ditmar (2012) found a large decline in Tobin’s 

Q over the following years of 2003, when a new law in Norway required that 40% of corporate directors 

must be women—at the time only 9% of director were women.  The imposed quota “led to younger 

and less experienced boards, increased in leverage and acquisitions, and to the deterioration of 

operating performance”. In other words, it was not about women being bad directors but the imposition 

brought underqualified members to the Norwegian board rooms show that the average effect of female 

participation on firm performance is negative, explained by companies with poor takeover defenses. 

Other studies also find negative results of gender diversity on firm performance, Adams & Ferreira 

(2009), Haslam et al. (2010).  Thus, we expect a positive relation of gender diversity despite an 

alternative explanation that can be given by the difficulties that carry out diversity. As Erhardt et al. 

stated, “Diversity both enhances performance by increasing decision-making capacity, but detracts 

from group performance by increasing conflict” (Erhardt et al. 2003:104) 

Structural Board Diversity 

From the traditional control and monitoring perspective, two board aspects have been studied, CEO 

and COB duality and independent directors. Having the same person has the head of both the TMT and 
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the BD (CEO-COB duality) may cause agency problems and management entrenchment (Jensen & 

Meckling, 1976; Shleifer & Vishny, 1997). Haniffa, & Hudaib (2006) found a negative relation 

between performance and CEO duality. In contrast, some studies found non-significant results or 

positive relations regarding CEO duality and firm performance supporting stewardship theory. 

(Elsayed,  2007, Peng et al. 2007, Lam & Lee 2008).  For further references, Ramdani & Witteloostuijn 

(2010) shows an extended list of studies and results about proportion of outside directors and CEO 

duality. Because we are dealing with board diversity, we must include in our analysis the CEO duality 

and from a diversity perspective, we expect that having two different people running the TMT and the 

BD would bring a positive effect to the firm performance.  

Correspondingly, independent directors are the ones that are not part of the TMT nor the organization 

(outsiders); and they are neither suppliers, nor customer, nor have any other commercial activity or any 

kind of relationship with the TMT ; they are considered a truly third party. Individuals with family ties, 

friendship ties of business ties with the firm or the CEO are not considered to be independent. (Kosnik 

1987). Pombo & Gutierrez (2011) cast a strong definition, that we follow, of outside director as a 

person “who (1) has never had employment with the firm other than being on the board of directors, 

(2) was never employed with any related firm as far as the scope of the sample allows us to tell, (3) 

does not sit on any of the boards of related firms as far as the scope of the sample allows us to tell, (4) 

does not have family ties with controlling shareholders or the CEO, and (5) is not a shareholder with 

ownership rights greater than 10 percent, which is the threshold for a blockholder as usually defined in 

studies of corporate control”. Outsiders and independent directors are supposed to execute better 

monitoring duties.  Fama (1980) and Fama and Jensen (1983) emphasize the fact that directors have 

incentives to build reputations as expert monitors. However, a reputation of being friendly with the 

CEOs is potentially valuable to the director as well. Holmstrom (1999) observes that wanting to be 

seen as doing the right thing and doing the right thing are not always the same thing. Other studies for 
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outside directors’ ratio are not conclusive.  MacAvoy et al. (1983), Hermalin and Weisbach (1991), 

Mehran (1995), Klein (1998), and Bhagat and Black (2002) all report insignificant relationships 

between accounting performance measures and outside directors ratio. Nevertheless, as we control for 

the ratio of independent directors and CEO-COB duality we expect positive relation between firm 

performance and independent directors and a negative relation with CEO-COB duality. 

Board Size 

Size of the board size is a broadly studied topic in CG literature, although, we have an alternative 

conception. When we think of board size, we could consider it as a source of diversity; this means, we 

can think that each additional director adds different perspectives, interests, experiences, among other 

particularities that affect what happens in the board room. In other words, it is reasonable to think that 

a board with 2 members has less diversity than a board with 10 members. In order to achieve successful 

strategic planning and to give worthy advice, diversity on the board through different members should 

happen. In small boards, diversity increases with number of people.  A better performance could be 

expected with a larger so diverse board of directors. Nevertheless, too many members could convert 

the board meetings into inefficient meetings with short times for interventions, and shallowly explained 

arguments. A large group that discusses controversial matters and tries to reach for agreements or 

consensus would suffer great disadvantages and the true value of diversity would not emerge. This can 

be interpreted as a cost of diversity. Consequently, a large or excessive number of board members can 

be associated with a poor firm performance. This argument is a different explanation from the 

traditional agency theory, where a large board size would lead to a free-rider problem among board 

members. From this agency perspective, studies present theoretical models, (Raheja (2005) Harris & 

Raviv (2008)) and empirical analysis (Lehn et al. (2005), Boonea et al. (2007)) of the determinants of 

board Size. Furthermore other studies such as Jensen (1993), Lipton and Lorsch (1992), Yermack 

(1996) and Eisenberg et al. (1998),  suggest that large boards can be less effective than small boards. 
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The evidence points out in the direction that board size and firm value are negatively correlated, Wu 

(2000) contemplates the evolution of board size over a period between 1991 and 1995. She finds that, 

on average, board size decreases over this period. The argument for small boards is related to board 

working process: it is claimed that smaller boards will have greater focus and participation, and genuine 

boardroom interaction and debate (Firsenberg and Makiel 1994:34, also Dalton et al 1999). More 

recently, Coles et al. (2008) found a U-shape relation between Tobin´s Q and board size that are 

affected by complexity of the firms, such as R&D-intensive firms where the increment of inside 

director proportion enhances the firm value. 

Board Turnover 

Similar to board size, other characteristics of the board, such as the renewal of board members, 

influence the generation of diversity. A lifetime term could mean that a member of the board makes 

every mistake without fear of removal. On the other hand, a very short term could discourage the 

director, it could make him/her lose interest in the organization, and it could limit his time to know the 

firm, take actions or make good decisions. Also short term periods for directors could eradicate the 

possibility to exercise a good control over the management (agency perspective). Instead of the term 

of appointment, we use turnover of board members as the characteristic that reflects the renovation of 

directors in the board. This renovation could be seen as an increment of the diversity or complexity in 

the board for following timing of the turnover. New members on the board might bring new ideas, new 

perspectives but also would add more complexity and they would require learning time to understand 

and to engage their director role. Again, the logic of a dark side of an excess of this driver applies. We 

can see this as a trade-off between the additional resources that diversity brings to the board and the 

complexity and consequent problems that “excess”1 of renovation might bring to the board room.  In a 

prior study, Easterwood et al. (2012) found that underperforming firms exhibit greater board turnover, 

but no changes in board size and independence ratio compared to non-underperformed companies. 
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Nevertheless, they also find that underperformed firms which experience no turnover on their boards 

or didn´t change the level of independent directors, had a more strong subsequent recovery, compared 

to firms that do not change their board.  

Educational Diversity 

Continuing with diversity, properly educated members and heterogeneously educated members would 

give assorted point of views. More important, members with academic formations are expected to give 

worthy advice and well-thought decisions. Education infuses confidence to the members, and the 

opinions of an educated person can be received with more respect. Thus, the higher educational level, 

the more valuable and more effective advice can be expected. This is consistent with human capital 

and resource based perspectives. Furthermore, we try to argue that besides the higher educational level, 

more diversely educated persons in the board could also be associated with a better performance in the 

organization. 

Board members may take time to define what the value-added role for the board itself is. As a high 

authority in the corporate structure, the board is responsible for its own job specification, including the 

consequent boardroom culture. The formation of the culture and interactions in the board room would 

have a great influence depending on the academic field of directors. Board members with diverse 

formation would have a broader scope to make strategic decisions and the interactions will create a 

greater familiarity with the firm´s goals. Nevertheless, boards in which members have all different 

academic fields, a shared understanding may be not achieved. The board should consist of members 

who trust and challenge one another, and engage directly with senior managers on critical issues facing 

the board (Sonnenfeld 2002). 

A general assumption is that with higher educational levels the boards would have more professional 

outcomes and therefore the firm would obtain benefits which translate into better performances 
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(Ruigrok, et al. 2007). Nguyen & Nielsen (2010) include in their analysis for the value of independent 

directors, variables of M.B.A. degree having in mind that it provides relevant understanding of business 

model, and Ph.D. degree as a signal of high ability and therefore higher skills. Nevertheless they didn´t 

find statistical significance for those variables. Chen’s (2014) results indicate that directors’ 

educational level, directors’ industry-specific experience and interlocking directorate ties has a positive 

effect on R&D investment and that CEO power moderates this effect. Rose (2007), studied the link of 

female participation and educational background and Tobin`s Q in Danish firms but found no relation 

and Wincent et al (2010) find that educational level of directors improves innovative performance. We 

expect to obtain a positive relation between higher educational level and Tobin`s Q, but, furthermore, 

also with directors with diverse educational formation we expect to find this positive relation. 

Experience and Background Diversity 

One of the aspects of director that would bring diversity to the boardroom is through experience. 

Considering other perspectives besides agency theory, experience could have a profound impact in the 

advisory role of the board, in strategic planning, networking and in M&A decisions. Kroll et al. (2008) 

suggest that directors with the appropriate experience would benefit the performance of a firm after an 

acquisition. Such experience includes same industry experience, CEO appointments, board 

appointments, prior TMT experience. A factor that improves innovative performance is the diversity 

of expertise of the board network capital (Wincent et al. 2010) 

 Founder experience, CEO experience, and Public Sector experience 

Another factor that can contribute to board diversity is the experience of a board member as an 

entrepreneur or founder of a firm. Founder experience has been studied in the literature about founders 

in family firms or closely held corporations. Bennedsen & Wolfenzon (2000) propose a model where 

the founder can hold control even after the dilution of ownership by forming coalitions.  García-Ramos 
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& García-Olalla (2011) studying publicly traded European firms noting that the presence of a founder 

influences company performance by the CEO duality with a positive effect; however, when next 

generations takeover, independent directors had a negative effect on performance. As far as we know, 

this would be the first study that involves both entrepreneurial experience and board diversity, and the 

first that faces the relation of the experience of directors as founders and firm performance in emerging 

markets.  

From the human capital perspective, one of the functions of the BD is networking. Heavily regulated 

firms might use directors with a public or high political profile to provide the board with the right 

connections with the government and the state. Also, a person with a notable public experience might 

advise the TMT to figure out the best way to deal with regulatory barriers, would help them lobbying, 

or explain them how to gain a competitive advantage.   

Somehow politics and corporations are related. Agrawal & Knoeber (2001) found evidence of the use 

of politically experienced directors in utilities firms, firms with exports, sales to government and 

lobbying. Lawyers as directors were found in firms that are larger and have environmental regulations. 

Faccio et al. (2006) in their study for 35 countries found that firms that were politically connected were 

more likely to be bailed out than firms with no political connections. One of the channels that firms 

can use to connect is through their board members. Goldman et al. (2009) found that politically 

connected boards would lead to an increment in firm value after the win in of the connected party. Kim 

et al. (2012) found that firms with headquarters located in states with high political alignment, have a 

higher risk reflected in stock returns. Carreta et al. (2012) show that politicians that are on the board of 

directors have a negative impact on banking activity in Italy. Amore & Bennedsen (2013) found that 

when firms increase connections with political power, the performance is boosted for industries with 

heavy public demand; this was encountered in Denmark, a low corruption environment. In a region 
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with regulation problems and a considerable level of corruption, the question about political 

connections, and specifically, board members political experience becomes relevant. To the best of our 

knowledge, there are no studies that consider political experience as a source of board diversity, and 

this would be among the first that study political experience of board members and firm performance. 

Foreign directors 

An understudied topic in the corporate governance literature is the participation on the board of foreign 

directors. Large companies are usually multinational companies that have executives traveling all over 

the world. Foreign directors might add richness and diversity to the board through their culture, and 

personal experiences. The presence of foreign directors can be strategic in the development of a new 

product, or process to expand to foreign markets, to attract foreign investment, or to construct 

international partnerships.  Furthermore, foreign directors might influence decisions about 

transnational mergers and acquisitions in a stronger way than local directors. Thus, foreign 

participation could be related to a better corporate performance. Carter et al. (2003) study, besides 

female participation, board diversification as the percentage of African Americans, Asians and 

Hispanics on the board of directors for Fortune 1000 firms in 1997. Despite this method being more 

ethnic related, they found a significant and positive relation between diversity and firm value. They 

also found that the proportion of minorities on the board increases with firm size and board size, but 

decreases as the number of insiders increase. Ruigrok et al. (2007) show that foreign directors, as well 

as female directors, differ in terms of their independence from the TMT, and in their educational 

background, educational level, age and board tenure in Swiss firms. Rose (2007), for Danish boards, 

found no evidence of relation between Tobin´s Q and the proportion of foreigners directors. Miller & 

Triana (2009) with a sample of Fortune 500 firms, they studied how racial boards are positively related 

with both firm reputation and firm innovation. They argued that reputation and innovation partially 

mediate between board racial diversity and firm performance. Additionally, they found a positive 
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relationship between board gender diversity and innovation. Ararat et al. (2015) and Hillam (2015) in 

the special issue: Board Diversity of CGIR, they both include nationality as a source of diversity that 

might benefit the firm.  We believe that foreigners would bring diversity to the BD. Nevertheless a 

boardroom full of foreign people will not take the right actions because for two reasons: the lack of 

knowledge of the country and local business relations, and the difficulty to relate with the local TMT 

and staff. Thus, this study would be among the first to consider participation of foreigners on the board 

and the fist in Latin America and emerging market where there is an important presence of 

multinational companies.  

Multiple directorships 

One aspect broadly studied concerning experience is board experience itself, the multiple directorships 

held by board members, Interlocks, and the so-called busy directors. With experience in multiple 

boards, directors bring new ideas, new perspectives and in general more diversity to the boardroom. 

Ferris & Jagannathan (2001) show evidence indicating that firm size, board size, firm performance and 

corporate growth opportunities positively influence the number of directorships held by individual 

directors. Similar findings are shown by Ferris et al. (2003), while Loderer & Peyer (2002) found that 

seat accumulation is negatively related to firm value for listed firms in Switzerland.  Knyazeva et al. 

(2009) presented a negative relation between standard deviation of the number of directorships held by 

the firm’s directors and firm value and also negative for busy directors. Ahn et al (2010) show that 

acquiring firms where directors hold more outside board seats experience would have more negative 

abnormal returns; this result is significant only when the number of outside board seats surpasses a 

certain threshold. A busy director can add knowledge, skills, more informed arguments, and valuable 

experiences. Nevertheless, a busy director with too many appointments cannot develop good control 

of the management, and would not be able to have in depth analysis in order to make good decisions. 

Furthermore the interlocks can be seen as drivers for positive firm valuation (Ferris & Jagannathan 
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(2001), Perry & Peyer (2005)) or provokers of the firm’s underperformance (Fich & White (2005), 

Fich & Shivdasani (2006) Devos, Prevost, & Puthenpurackal (2009)).  

Beyond multiple directorship, several studies have focused on links and interlocks among boards and 

intensity of director´s activity. This concern in CG literature about board Interlocks and busy directors 

is focused on corporate affiliations and interlocks between directors, and CEOs as members of boards 

of other firms (Ahn et al. (2010), Choi, Park, & Yoo, S. (2007), Devos, Prevost, & Puthenpurackal 

(2009), Gutiérrez & Pombo (2009), Ferris et al. (2003), Fich & White (2005), Loderer & Peyer (2002), 

Pombo & Gutiérrez (2011),  Roy, Fox, & Hamilton (1994), Yeo, Pochet, Alcoufee (2003), Zajac 

(1988)). An interlocking directorship exists when a person serves as a member of the board of more 

than one firm. Therefore a link or interlock is generated between the companies. Wincent et al. (2010) 

show that board diversity and interlocking influence incremental innovation, whereas education of 

board members level influences radical innovation.  

Busy directors and interlocks have the same effect on diversity as other drivers. On one hand, a board 

that includes a director that causes an interlock might add diversity and benefit for the firm. On the 

other hand, a Board full of busy directors causing copious interlocks would drown the board with 

enormous quantity of perspectives and advisory tokens that would deterrence the emerging of diversity.   

Other sources of board diversity such as ethnicity, age, religion, affiliations, social networking are out 

of the scope of this study, but it does not mean that they are not important factors for de board dynamics. 

With the former consideration we can state our first hypothesis. 

Hypothesis 1: Structural, educational and experience diversity of members of the board have a 

positive relation with firm performance 
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Diversity Drivers: A new approach on the understanding diversity generation. 

We want to address the discussion about board diversity thinking about diversity drivers, these are the 

characteristics of the board and the board members that would add diversity to the boardroom with 

common sense logic. From this perspective, it is very important to understand that one person is not 

diverse itself and including him or her does not necessarily increase the diversity of the board. Thus, a 

measurement of diversity and diversity change has to be done considering the current situation of the 

board and changes in diversity drivers.  We believe that these drivers would increase diversity in a non-

monotonic way. A given example is female participation. Another suitable example is undergraduate 

studies. Adding a lawyer to a BD would increase diversity, but having a board solely composed by 

lawyers would be a sub-optimal configuration from a diversity perspective. Furthermore, we are not 

considering a saturating point, were at certain point adding another character (i.e. a women) would not 

add more diversity. What we are trying to argue is that beyond certain point the increment of one 

diversity driver would have as a consequence a decrement on diversity. Moreover, our general point 

of view is that diversity is built by multiple factors or drivers. Hence, a complete model of diversity 

must be elaborated with a multivariate approach.  

The reason why we want to think about diversity drivers is because we believe that a small value of 

these drivers would reduce Board Diversity, would be a sub-optimal configuration of the board and 

therefore would lead to a low firm performance. Also a large value of those drivers, especially in 

relative measure, would also lead to a decrease of diversity, likewise a sub-optimal configuration of 

the board and low firm performance. 

 

[INSERT FIGURE 1 HERE] 
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Hypothesis 2: Diversity Drivers would have a non-monotonic relation with diversity and firm 

performance  

In our study, board size and turnover of board members are taken as diversity drivers, along with 

education and experience/background characteristics. Also, there are other factors, such as age, 

multiple appointment, ethnicity, religion, etc. that we have not include because we could not construct 

a reliable dataset based on these variables. 

Board Diversity Index 

Because diversity is not an observable quantity, we propose a proxy dummy variable as a measure of 

the diversity generated by each driver. The activation of the dummy variable will reflect the non-

monotonic relation between the board driver and diversity (i.e will exclude lower and higher values). 

We construct a Board Diversity Index (BDI) by adding the variables for each driver. Ararat et al. 2015 

constructed a BDI as a Blau index that includes age, gender, education level, and nationality, and they 

show evidence of a positive but quadratic association between board diversity and firm performance. 

Besides that, the construction of our Index includes more diversity drivers; we believe that the Board 

Diversity Index (BDI) that we construct reflects the intrinsic nature of the diversity and the nonlinear 

relation with diversity drivers. We expect that the way that we construct this BDI would consider the 

positive effect of firm drivers but would control for the negative relation with drivers that exceed 

certain values. More important, arguing that diversity is a desired property for the boardroom, and that 

divers can enhance or deterred diversity,  we consider that a proper BDI should have a positive and 

significant relation with firm performance.  

Hypothesis 3: There is a positive relation between a Board Diversity Index (diversity measure of the 

board of directors) and firm performance 

[INSERT FIGURE 2 HERE] 
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RESEARCH SAMPLE AND METHODOLOGY 

Sample description 

We have selected 450 firms in Latin America. The selection of these firms was a discarding process 

that is presented in Table A1 – Panel C. We gathered comprehensive information of firms’ board of 

directors, gender information, educational information, background information, experience and 

financial data.  Our time frame extends in a 12 years period from 2001 to 2012. These companies 

belong to the six largest equity markets in the region:  Argentina, Brazil, Chile, Colombia, Mexico and 

Peru.  

The main sources –but not the only ones- of information to undertake this research are: 

1. Thomson One investment banking. Thomson one – a product of Thomson-Reuters- is one is a 

specialized platform for research in mergers deals, private equity funds, venture capital, and 

ownership data (Need subscription to one license). 

2. Datastream & Wordscope. Thomson-Reuters products. 

3. Bloomberg platform (active subscription). 

4. Global Financial Data (active subscription) 

5. Economatica. This database specializes in corporate information in Latin America. On the 

qualitative information, Economatica provides ownership information, ordinary shares and non-

voting shares. 

6. Companies annual reports (Internet based) and web-pages and regulatory bodies (i.e. CNV 

(Argentina), CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and  

CVS (Brazil)). Companies websites, news websites, University websites, LinkedIn. 

7. Compustat - Global 
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The filters and selections of firms can be observed in Table A1 – Panel C. The list of directors of each 

firm was collected from Tomson One. From this source we had the name of the director, the initial date 

and final date of the appointment. All the detailed director information (biography) was hand-collected 

creating a director-firm unbalanced panel with 7341 observations. Table A1-Panel A shows summary 

statistics for this panel of directors. All the bio information was analyzed case by case creating a 

variable for each director in order to represent each characteristic. Table A2 –Panel A shows the 

description of the directors´ characteristics. It was not possible to collect the complete data of all 

directors2 causing the panel to be unbalanced. Because the information was retrieved at 2012, all the 

variables and most of the information are the characteristics (as a stock) that each director had at that 

moment, not necessarily at the moment when they were appointed. This is not important for time 

invariant characteristics such as gender or being a foreigner, nonetheless, it adds uncertainty for the 

time variant features such as education and background3. 

 In order to disentangle the time board variation, we construct an initial setting of board-year panel 

including the directorship of each member for each year they were appointed. We decided to keep a 

director in a certain year, if s/he was appointed for at least half of that year. It is important to keep 

consistency with the size of the board, especially when there is a turnover of a board member and it 

would appear that more directors were participating in that year. We corroborated this board 

conformation with annual reports of the firms. The result was an unbalanced panel of 54112 director-

firm-year observations. Summary statistics can be seen in Table A1-Panel A. 

This panel of director-firm-year observations was transformed into a firm-year panel by adding the 

variables corresponding to each characteristic of board members per year for each firm. The 

transformation considers all the directors and carries a downward biased because of the missing 

information of the unbalanced director-firm panel.   
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For the financial information, our main source was Datastream, however we also collected information 

from other data providers to fill out missing or non-coherent information. We construct some relevant 

financial variables at a year level. Table A2 –Panel A shows the description of the financial variables. 

Finally, we matched the directorship (Board) information and the financial information at a firm-year 

level, and we filtered and discarded observations with extremely low assets (>0.01 Million USD) and 

firms that had incoherent information such as debt larger than total assets. The result is an unbalanced 

panel of 5271 firm-year observations 

 

[INSERT TABLE 1 HERE] 

 

Table 1 presents the summary statistics for the complete panel. Panel A shows the structural variables 

of the board. Boards have in average 10 board members, 19% of the observations presents CEO-COB 

duality. There is a clear distinction between outside directors (76%) and independent directors (13%). 

Female participation is around 7% for the full sample. Panel B presents the statistics for education. The 

proportion of Directors that have undergraduated studies related with business4 is 21%, 10% law and 

19% other studies. The mean ratio of directors with master on a board is 24%, and with PhD is 5% and 

only 1% of the boards are formed with directors that have studies abroad. Panel C shows the 

background and experience variables. On average 24% of board members are foreigners, 14% of the 

board members leave the board per year (turnover), 31% have CEO experience, 5% have experience 

as founder of a firm or organization, and 5% had a high profile in the public sector. In the appendix, 

Figure A1 shows the evolution of the structural, educational and background variables across time. 

There is a clear trend for our left-hand variable, Tobin´s Q. This is our performance variable. In figure 

A1E we can see a pattern that is common for all countries with an average trend to increase. We can 
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clearly find a drop in Tobins Q after the financial crisis of 2008.  Nevertheless all board variables 

(right-hand variables) seem to have a very constant indication over time excluding board size which 

has a decreasing tendency and the ratio of independent directors that have a positive trend. Figure A1D, 

shows the time plot for the control variables were it is visible a negative trend for assets tangibility and 

a positive trend for size of the firm. 

A more detailed presentation is shown in Table A1 and Figure A2, A3, and A4 where the variables are 

presented by country. There is variation between countries but in general the patterns are the same as 

the ones presented for the complete panel. We can see a decreasing pattern for board size among 

countries but distinct sizes between countries. Mexico has larger boards while Peru has smaller boards 

on average. We see a clear decreasing trend in Brazil and Chile. Consistently, the ratio of female 

participation is under 10%. The CEO- COB duality has a mean of 19%; Colombia and Chile have a 

low proportion of firms with CEO- COB duality, 6% and 5% respectively, while Brazil has a 32%. 

The ratio of independent directors is 19% in average in the complete sample, with Mexico outstanding 

with 32%. The mean ratio of turnover of board members is 14%, this means that in average 14% of 

directors leave the board each year. This number is very similar for all countries. We could not assure 

a clear trend for the ratio of female directors that in average is around 7%. We see a distinguishable 

larger participation of women directors in Brazil (10%) and Colombia (8.5%), and a lower participation 

for Mexico and Argentina (around 3.5%). The average age of directors of the selected firm is 52 years. 

Unfortunately, our data has several missing values for age, reason why we decided to exclude age as a 

diversity source.  

Regarding education (Figure A3), 28% of directors have business related undergrad studies, 10% have 

undergrad law studies, 24% have a master degree and only 5% have Ph.D. studies. 16% have business 

related master studies and just 1% has studied abroad. Figure A3C illustrates the trend of the proportion 
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of directors that have a master degree. Colombia has an outstanding proportion of directors with master 

studies while the firms of the rest of the countries have increasing trend in the proportion of this type 

of directors. 

Figure A4 shows the time plots for the background and experience variables. The proportion of foreign 

directors is 24% across all firms and Peru has the highest proportion with 46% opposed to Colombia 

that has the fewest.  The percentage of directors that had experience as CEO is 31%. Brazil ranks the 

highest for CEO-experienced directors with 47%, and Chile has only 9% directors with CEO 

experience. 28% of the directors have multiple directorships with a 2012 measure, while 42% of the 

directors had held more than two directorships in their careers. 5% of the directors have experience as 

a founder of a company and only 5% had a high profile position in the public sector. Figures 4E and 

4F show trend for both variables, that ratio of busy directors as the stock information in 2012 and prior 

2012.   

Board diversity and firm performance 

Research design 

The methodology of this research is based on econometric analysis. We have selected variables that 

we have called diversity drivers that have potential influence on firm performance. We argue that these 

drivers add diversity until some point where board diversity starts to decrease with a greater value of 

those drivers. 

We set three groups of variables related with boards of directors and a group of control variables.  

Firm performance relies on two measures (1) firm value measured by Tobin’s Q, defined as market 

value of the equity (including minority interest, and preferred stocks) plus book value of debt, all 

divided by book value of assets, and (2) the return on assets ratio (ROA) defined as net income after 

taxes over book value of assets. A detail definition is presented in table A2.  
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The econometric specification follows a panel data analysis. Regression equations are controlled by 

size of the firm measured by logarithm of total assets, tangibility, measured by property plant and 

equipment divided by total assets, leverage, defined as total long term liabilities over total assets, we 

include these controls following previous studies that are summarized in Table A3. The econometric 

model is define by following estimating equation: 

 

𝑌𝑖𝑡 = 𝛼0 + 𝛼𝑘𝐁𝐒𝑖𝑡 + 𝛽𝑘𝐁𝐄𝑖𝑡 + +𝛾𝑘𝐁𝐁𝑖𝑡 + 𝛿𝑘𝐎𝐂𝑖𝑡 + 𝜑𝑘𝐗𝑖𝑡 + 𝐶𝑜𝑢𝑛𝑡𝑟𝑦𝑗𝑡 + 휀𝑖𝑡 

 

The performance variable Y is Tobin´s Q. BS is the vector of board structure variables. The vector BE 

denotes the directorate’s education related variables. The vector BB includes the background and 

experience variables of the directors. The OC vector includes the control variables.  

Because all countries have adopted information disclosure regulations and the obligation to include 

independent directors in the board and in committees, likewise we control for the CEO-COB duality. 

We also need to control for time specific factors as well for country specific factors, thus a set of time-

variant variables are included. There is no specific regulations related to board diversity except one in 

Colombia, adopted in 2000 that indicates that positions with decision power in the public sector should 

be held by at least 30% of women, including top positions such as minister or general director of public 

entities. 

 

RESULTS 

Table 2 presents the results for the regressions of Tobin´s Q by some of the board structural variables, 

board member characteristics and control variables. The ratio of independent directors is positive and 

strongly significant as we expected. CEO-COB duality show a negative relation with Tobin´s Q 
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supporting the good governance practice in the separation of this two positions. The coefficient of 

board size is negative and significant, consistent with previous results such as Yermak (1996), Coles 

et al. (2008). Turnover of board members exhibit a strong, positive and significant coefficient. More 

importantly, Turnover squared shows a negative relation with firm performances. This indicates that 

relation between board turnover and firm performance is no linear but (inverted) U-shaped.   

 

[INSERT TABLE 2 HERE] 

 

For the first model, female participation is not significant. When we include educational and 

background variables it turns significant with a positive coefficient.  A business and law participant 

shows a positive coefficient at a 10% significance level. The ratio of directors with master studies 

presents a strong positive and very significant coefficient. Nevertheless, PhD ratio has negative 

coefficient, in contrast as found by Ujunwaj (2011), here, the case where the more the better does not 

apply to Ph.D. ratio. There is a strong and negative coefficient related with the proportion of directors 

with Ph.D. studies. This is no necessarily an evidence of an excess of the driver, however it points out 

an important non evident relation regarding directors’ education. Another unexpected relation is the 

proportion of directors that have studied abroad. This coefficient is large, negative and significant. 

Considering background variables, the ratio of directors with experience as CEO is positive but not 

linear, evidence that this driver exhibit a U-shaped relation. We could not found evidence of statistical 

significance for other variables such as foreign directors, public experience, founder experience nor 

busy director variables. 

Most of the former results are evidence to support hypothesis 1 and 2.  Studies abroad presents evidence 

against Hypothesis 1 while PhD studies could mean that the specificity of a PhD is so deep that this 
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driver affects diversity very quickly. Important is to say that other specifications that are not reported 

showed that PhD studies related with business, in fact tend to have a positive relation with performance. 

To rule out some unconsidered correlation we calculated a correlation matrix with the significant 

variables including Tobin’s Q that is presented in table A5. There are no important correlations between 

the regressors and Tobin´s Q, in general there are very low correlations between all variables. There is 

a large correlation (38%) between size of the firm and multiple directorships, and most of the large 

correlations are among the educational variables. Business related undergrad studies and business 

master are largely correlated. Also business master with master studies or master studies with PhD 

studies. Regression that included these variables by one presented the same sign coefficients and 

similar level of significance.  

Because of the possible time effects and specific firm characteristics we construct a model that included 

fixed-effects for firms and years. Table 3 Panel A show the result for the model with firm fixed-effects 

and year-fixed effects. All variables’ coefficients continue to have the same sign, significant levels and 

important magnitudes. We excluded the non-significant variables from this model. 

In order to capture the non-linear relation of the diversity drivers and firm performance we construct a 

dummy variable for each driver that presented a significant relation. The determination of each dummy 

is particular in each case for some reasons, e.g. all variables present different levels, we cannot 

determine the actual non-linear relation, the point where the driver start to rest diversity might not be 

the same for all drivers, etc. Therefore the construction was done by a heuristic starting with a zero 

value, then at a low value the dummy becomes activated and a large value it become zero again. The 

explicit definitions are the following: 
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D board size  is equal to 1  if   3 < Board size < 14; is equal to 0 otherwise 

D board turnover is equal to 1  if   0.1 < R-Board Turnover < 1 ; is equal to 0 otherwise 

D R female  is equal to 1  if   0.3 < R.female < 1 ; is equal to 0 otherwise 

D underg bus   is equal to 1  if   4 < Busunderg & R- Busunderg  < 1 ; is equal to 0 otherwise 

D underg law   is equal to 1  if   4 < UndergLaw & R- UndergLaw  < 6; is equal to 0 otherwise 

D underg other is equal to 1  if   0 < Underg other < 3 ; is equal to 0 otherwise 

D R master   is equal to 1  if   0.33 < R w/master; is equal to 0 otherwise 

D R PhD   is equal to 1  if   0 = w/ PhD or Bus PhD >0;  is equal to 0 otherwise 

D R forgn studies is equal to 1 if w/foreign studies=0; is equal to 0 otherwise 

D R Exper Ceo  is equal to 1 if  0.1 < R Exper Ceo < 0.9 ; is equal to 0 otherwise 

 

 

The results for the regression with the dummy diversity variables are shown in Table 3. 

 

[INSERT TABLE 3 HERE] 

 

The regression includes both firm fixed-effects and year fixed-effects. All the dummy coefficients are 

significant at 5% or 1% level. Because of the construction method all signs are positive and the 

magnitude of the coefficient is considerable. We included an undergraduate studies variable that 

represents directors with majors in other fields besides business or law. Another important aspect is 

that PhD has a negative impact only when the field is not business related. 

The purpose of these dummies is the construction of a single variable that captures the aggregate effect 

of the drivers. This single variable, that we call Board Diversity Index (BDI), is constructed by the 
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simple sum of the dummy variables. Therefore, the BDI can have a range from zero to ten, where ten 

represents the highest measure of board diversity.  

 

Table 4 reports our main result. We find that the Board Diversity Index is positive, and significantly 

related with firm performance. This result is robust for different specifications. Model 1 includes all 

our control variables and has firm fixed-effects and year fixed-effects; the BDI is positive and 

significant at 0.1% level. Model 2 varies the firm-fixed-effects for country fixed-effects and the errors 

are clustered at country level. Model 3 is a random effect specification and includes dummies for firms, 

years and countries. Model 4 includes firm fixed-effects, year dummies and the errors are clustered at 

country level. Finally Model 5 uses Generalized Least Squares in order to control for possible 

correlations between errors. With fixed effects for country and year, the positive and strongly 

significant coefficient remains. This is clear evidence to support hypothesis 3. 

 

[INSERT TABLE 4 HERE] 

 

Robustness checks 

Instrumental variables 

Prior literature indicates that some of the diversity drivers can include factors of endogeneity such as 

simultaneous causality. In order to control for the possible endogeneity, we use IV technique. Table 5 

reports the results for the a general 2SLS using instruments such as the lagged values of the ratio of 

turnover, lagged values of the ratio of directors with undergraduate business studies, the lagged values 

of the ratio of directors with master and the lagged value of directors with foreign studies. We find a 

strong and significant values in the first stage (not reported). The variables of interest present similar 

results. The ratio of directors with master becomes insignificant, together with the ratio of directors 
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with foreign studies. We include the usual controls, nevertheless leverage lost significance in this 

specification. The variable of CEO-COB duality is negative and significant and the ratio of independent 

directors is positive and significant. This result corroborates our hypothesis. Furthermore the Wald test 

indicates no presence of endogenous regressors, Sargan test supports the orthogonality condition, and 

the C supports the exogeneity of suspect instruments. We include a second specification with ROA as 

the alternative measure of firm performance. With this dependent variable, board size loses 

significance together with the ratio of directors’ turnover, the ratio of business undergrads, the number 

of law undergrads, and the ratio of directors with foreign studies. The rest of the variables 

corresponding to diversity drivers has the expected sign and are statistically significant. The dummy 

variable for CEO experience exhibits a negative coefficient because of the lack of control for CEO-

experience squared. Even with the less consistent variable for firm performance (ROA) there is 

significant evidence in favor of our hypothesis and a robustness check for our previous results. With 

this alternative specification all test indicates that the instruments conform a set of exogenous and 

orthogonal variables. 

 

[INSERT TABLE 5 HERE] 

 

 

Estimations that specifically account for endogeneity 

Finally our main result is claim to be robust when we include the IV specification for ROA, the least 

consistent proxy for firm performance, and we include fixed-effects. In this setting the coefficient of 

the Board Diversity Index is positive and significant at a 0.1% level. The variable of CEO-COB duality 

has a negative coefficient but with low significance, while the ratio of independent directors, except 
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for Peru, remains significant. As a final test we regress 5 subsamples (countries) with the IV 

specifications, and fixed effects. All the specifications, the BDI is positive, and largely significant. 

 

[INSERT TABLE 6 HERE] 

 

 

DISCUSSION AND CONCLUSION 

We have presented significant evidence indicating that board diversity has a strong relation, but not 

evident relation, with firm performance. Most of the previous studies addressed diversity from a gender 

perspective. (Adams et al. 2015, Hillman 2015). We, besides gender, have include multiple diversity 

sources that we have called diversity drivers. We do find evidence of a positive relation between female 

participation in the board and firm performance; nevertheless, we have also found clear relations with 

other characteristics that add diversity to de BD. We have explained how size or turnover of board 

members could also be considered diversity drivers. One major contribution is to state that diversity is 

an emerging property and show evidence that the increment of a diversity driver does not result in 

linear process of the increments of diversity. This is a profound difference with Ararat et al. (2015).  

They state a quadratic relation between diversity and firm performance while we state that is the 

process of diversity generation that is nonlinear while the relation between diversity and firm 

performance is strong, significant and always positive. Our statements has both theoretical and 

empirical implications. From a theoretical perspective, diversity cannot be understand by the simply 

inclusion, or the proportion, of a type or directors (e.g. female directors). Moreover when we consider 

multiple sources of diversity, a theorization of diversity must account for the change in the diversity 

driven by each factor that a new individual or director has in correspondence with the level of each 
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current member and structure of the current board. Furthermore, this conceptualization of diversity 

might help to explain the positive and negative effects of diversity on board performance indicated by 

Adams et al. (2015). Also, diversity have to be considered in the theory of the decision-making process 

of the board; this would lead to fundamental questions about the board, what does the board is intended 

to do? What does the board actually do? And how does the board come up with any decision or action? 

Hence, theory about the board, not just as a black box, must consider the composition of the board, the 

appointment of new directors, the voting process among stockholders and relation with the CEO. Also 

theorist of corporate governance could ponder the reason of quotas or participation of certain group of 

people in the boardroom.  

Gender quotas has been introduced in sake of equalizing women with men considering both to have 

the same capabilities and assuming that both can do the same job. We are arguing basically the 

opposite; it´s because women are different from men and they can do a different job as directors, they 

are important. Thus, there are more diversity and a better board when a woman is present that a board 

composed exclusively by men.  Therefore several studies on gender diversity on board of directors and 

focusing not on the improvement of the firm but in the particular benefit to certain demographic group. 

We consider that our results cannot be explained solely by agency theory. Furthermore we claim that 

some of our findings support managerial theories, such as resource dependency and outstand for other 

roles of the board of director besides monitoring and control. 

Regarding empirical implications, our approximation to capture the non-linear relation of diversity 

drivers and diversity was to construct a Board Diversity Index composed by the sum of ten dummy 

variables that have the characteristics of a top hat function that tries to capture the nonlinear nature of 

the diversity generation. This simple approximation shows a robust, strong, positive, statistically 

significant relation with firm performance. Nevertheless we believe that future research can use more 

sophisticated techniques that might have a better representation of the nonlinear diversity generation 
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process. Our database was constructed with information of Latin-American firms. This is a contribution 

to the corporate governance literature of emerging market, but we believe that our results could be 

understood and found worldwide. We had serious limitation to find information of directors; a further 

research using information of countries with better disclosure and better reporting practices could be 

useful. Besides, we believe that other sources of diversity such as age, race, religion, political affinity, 

multiple directorship, participation in board committees, and others, are also diversity drivers that are 

worth to study. 

Our findings have implications for policy makers and practitioners in several senses. First of all, 

considering diversity as an emerging property that is affected by multiple sources in a nonlinear 

fashion, any attempt to have a general rule by imposing quotas would have serious problems. Second, 

it is important to understand the true purpose of the inclusion of certain demographic group. If the 

purpose is to create social inclusion or equality, this does not necessary mean a positive effect on the 

firm. If we want better firms, practitioners could use our result to analyze how to increase diversity in 

firms by looking out the lack or excess of diversity drivers. Thus, in practice we could think that 

diversity not only is created by adding people with certain characteristics, but also by replacing 

directors that have similar of redundant characteristics with other peers. Third, we suggest that an 

analysis of the election process should consider diversity aspects. This implies that each firm should 

ponder their own situation of diversity no only including the board, but also the ownership structure 

and the CEO. Finally, it is important to clarify that even if the points that we have tried to show are 

found in any type of firm, this does not mean that a diverse and successful board of one firm would 

have same performance in other firm. In other words, the diversity, in quantity and sources, needed by 

one firm is different for other firm.  
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FIGURES 

Figure 1-1 Nonlinear relation with driver of diversity and Board Diversity 
 

 

 

A diversity driver increases diversity until certain point 

where growing in that driver it actually reduces diversity 
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Figure 1-2 Theoretical Framework 

Model 1. Classical Relationship 

 

 

 

 

 

 

Model 2. Diversity drivers with non-monotonic relation 

 

 

 

 

 

 

Model 3. Board Diversity Index 
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TABLES 

Table 1-1 Summary statistics 

This table presents the summary statistics for the complete firm-year (and Board-year) panel observations for six countries 

(Argentina, Brazil, Chile, Colombia, Mexico and Peru) during 12 year period (2001 – 2012). Sources: Thomson One 

investment banking. Datastream & Wordscope, Bloomberg, Global Financial Data (active subscription), Economatica.  

Companies annual reports, web-pages of regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), SFIN 

(Colombia), BVM (Mexico), BOVESPA and  CVS (Brazil)). Companies websites, news websites, University websites, 

LinkedIn. Compustat - Global 
    

 TABLE 1.Summary statistics      

PANEL  A -  Characteristics of Tobin´s Q and the structure the board     

  Tobin´s Q Board Size ceo cob R-independ R- outsider R- female mean age 

N 4978 5260 5260 5260 5260 5260 2807 
Min 0.08 2 0 0 0 0 25 

Max 8.64 35 3 1.00 1.00 1.00 83.5 

Mean 1.26 9.89 0.18 0.12 0.77 0.07 52.49 

Median 1.07 9.00 0.00 0.00 0.86 0.00 52.50 

Std. Dev 0.74 4.95 0.42 0.18 0.26 0.12 8.33 

        

PANEL B   -  Education of  board members      

  R- business 

undergrad 

R- law  

undergrad 

R- other 

undergrad 

R- master R- Ph.D. R- business 

master 

R- study 

abroad 

Min 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Max 1.00 0.75 1.00 1.00 0.90 1.00 0.33 

Mean 0.28 0.09 0.19 0.24 0.05 0.16 0.01 

Median 0.27 0.00 0.14 0.14 0.00 0.10 0.00 

Std. Dev 0.22 0.13 0.19 0.28 0.11 0.19 0.03 

        

PANEL  C -  Background / Experience of  board members    

  R-foreign 

directors 

R-board  

turnover 

R- ceo 

experience 

R-current  

dir/ships 

R-total  

dir/ships 

R- founder 

experience 

R-public  

sector exp 

Min 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Max 1.00 1.00 1.00 1.00 1.00 0.58 0.75 

Mean 0.24 0.07 0.31 0.28 0.42 0.04 0.04 

Median 0.17 0.00 0.29 0.20 0.40 0.00 0.00 

Std. Dev 0.25 0.13 0.26 0.27 0.32 0.09 0.09 

   



56  
 

 

 

Table 1-2 Performance Regression 

This table reports the results of the regressions of firm performance on board structure and director characteristics and other 

firm characteristics. Firm performance is proxied by Tobin’s q. R means the ratio normalized by the size of the board. See 

Table A2 for details on variables construction. ***,  **, and *denote statistical  significance at the 1%, 5% and 10% levels 

using robust standard errors that allow year and firm fixed effects. Errors are clustered at firm levels.  

 

Table 2.  Performance Regression - (Fixed Effects)     

Dependent Variable:  Tobin´s Q 

Variables   BD_Structure BD_Education BD_Background BD_Diversity 
      

R independent  0.708*** 0.536*** 0.556*** 0.545***   

Ceo Cob  -0.088* -0.087* -0.093* -0.100**    

Board size  -0.011** -0.019*** -0.026*** -0.034**    

R turnover  0.318** 0.310** 0.357*** 0.374***   

R turnover2  -0.550** -0.500** -0.548*** -0.573***   

R female  0.202 0.478 0.641* 0.677**    

Business underg   0.027* 0.029* 0.028*     

Underg law   0.035 0.037* 0.034 

R w/master   0.464*** 0.349** 0.337*     

R w/ PhD   -0.570** -0.491** -0.519**    

R w/foreign studies   -1.405** -1.630** -1.595**    

R experience Ceo    1.354*** 1.364***   

R experience Ceo2    -1.124** -1.180**    

Public sector exper    -0.017                     

Founder exper    0.010                     

Foreigner    0.019                     

Size  0.065** 0.047 0.033 0.030      

Tangibility  -0.313*** -0.307*** -0.290*** -0.302***   

Leverage  0.186* 0.196** 0.192** 0.199**    

Investment freedom  -0.007*** -0.006*** -0.006*** -0.006***   

FDI  0.000*** 0.000*** 0.000*** 0.000***   

_cons  1.267*** 1.223*** 1.062*** 1.159***   

Regression statistics     

Adjusted R²  0.055 0.066 0.078 0.069 

Log - Likelihood  -3109.39 -3078.415 -2755.817 -2952.311 

Hausmann Test p-value  0.000 0.000 0.000 0.000 

Firm fixed - effects  Yes Yes Yes Yes 

Year  fixed - effects   Yes Yes Yes Yes 
      

   legend: p<.1*  p<.05**  p<.01*** 
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Table 2B.  Performance Regression - (Fixed Effects)       

Dependent Variable:  Tobin´s Q 

Variables   
Business 
Under 

Law 
Underg Master  BD_Diversity BD_Diversity 

       

R independent  0.618*** 0.658*** 0.609*** 0.599*** 0.691***   

Ceo Cob  -0.098* -0.105** -0.100* -0.097* -0.104**    

Board size  -0.020*** -0.014*** -0.017*** -0.021*** -0.012**    

R turnover  0.357*** 0.357*** 0.353*** 0.356*** 0.358***   

R turnover2  -0.569*** -0.582*** -0.546*** -0.569*** -0.583***   

R female  0.605* 0.574* 0.661** 0.598* 0.568*     

R w/foreign studies  -1.389** -1.266** -1.629** -1.328** -1.253**    

R experience Ceo  1.520*** 1.605*** 1.439*** 1.498*** 1.638***   

R experience Ceo2  -1.318*** -1.350*** -1.269*** -1.280** -1.393***   

Tangibility  -0.306*** -0.306*** -0.305*** -0.307*** -0.311***   

Size  0.038 0.043 0.035 0.036 0.044      

Leverage  0.191* 0.189* 0.192** 0.194** 0.187*     

Investment freedom  -0.006*** -0.006*** -0.006*** -0.006*** -0.006***   

FDI  0.000*** 0.000*** 0.000*** 0.000*** 0.000***   

Business underg  0.031**  0.023 0.033**                  

Underg law   0.029                    

R w/master    0.303*                   

R w/ PhD     -0.405*                  

R w/ Business PhD      0.042 

_cons -0.007*** 1.097*** 1.064*** 1.035*** 1.127*** 1.057***   

Regression statistics      

N  4646 4646 4646 4646 4646      
Adjusted R²  0.082 0.081 0.083 0.083 0.080      
Firm fixed - effects  Yes Yes Yes Yes Yes 
Year  fixed - effects   Yes Yes Yes Yes Yes 

       

   legend:  p<.1*  p<.05**  p<.01*** 
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HAUSMAN TEST for Table 2 

 (b) (B) (b-B) sqrt(diag(V_b-V_B)) 

 fixed random Difference S.E. 

     

tangibility -0.2493295 -0.1706243 -0.0787052 0.0349151 

size 0.0504865 0.0329649 0.0175215 0.0115583 

leverage 0.2673644 0.2511465 0.0162179 0.0201715 

ROA 1.110374 0.9829454 0.1274287 0.044029 

rindependent 0.6385332 0.5940207 0.0445125 0.0630687 

ceocob -0.0858617 -0.0733683 -0.0124935 0.015146 

diverindex 0.0524217 0.0567364 -0.0043147 0.0032638 

Investment freedom -0.0056434 -0.0049798 -0.0006636 0.000407 

fdi_usd 4.50E-12 4.94E-12 -4.41E-13 2.88E-13 

propertyrights 0.003265 0.0051514 -0.0018864 0.0012446 

Government spending 0.0006947 0.0007652 -0.0000704 0.0003851 

 

b = consistent under Ho and Ha; obtained from xtreg 

B = inconsistent under Ha, efficient under Ho; obtained from xtreg 

Test:  Ho:  difference in coefficients not systematic 

chi2(17) = (b-B)'[(V_b-V_B)^(-1)](b-B)  =       63.30 

Prob>chi2 =      0.0000 

(V_b-V_B is not positive definite) 

Because P-value is significant, we should use fixed effects 

 

 

VARIANCE INFLATION FACTOR for Table 2 
 

Variable VIF 1/VIF 

    

Government Spending 3.27 0.306255 

Investment Freedom 2.66 0.376007 

fdi_usd 2.52 0.396439 

propertyrights 1.91 0.522355 

size 1.27 0.788332 

rindependent 1.25 0.796998 

diverindex 1.11 0.902218 

leverage 1.11 0.904451 

tangibility 1.09 0.919505 

ROA 1.08 0.922058 

ceocob 1.06 0.946096 

    

Mean VIF 1.67  
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Table 1-3 Regression with dummy variables 

This table reports the results of the regressions of firm performance. Panel A uses direct measures of diversity drivers based 

on board structure and director characteristics and other firm characteristics. Panel B uses Board dummies that capture de 

non-linear relation between board characteristics and board diversity. Firm performance is proxied by Tobin’s q. R means 

the ratio normalized by the size of the board. See Table A2 for details on variables construction. ***,  **, and *denote 

statistical  significance at the 1%, 5% and 10% levels using robust standard errors that allow year and firm fixed effects. 

Errors are clustered at firm levels.  

 

Table 3.  Dummy Regression - (Fixed Effects)     

Dependent Variable:  Tobin´s Q 

Panel A  Panel B 

Variable  BD_Diversity  Variable  Diversity Dummies 

R independent  0.678***    R independent  0.778***   

Ceo Cob  -0.115**     Ceo Cob  -0.101**    

Board size  -0.027***    D board size  0.204***   

R turnover  0.487***    D board  turnover     0.052*** 

R turnover2  -0.663***    D R female  0.213***   

R female  0.673**     D underg bus  0.104**    

Business underg            0.030*      D underg law  0.300***   

Underg law  0.041**     D underg other  0.130***   

R w/master  0.433**     D R master  0.131***   

R w/ PhD  -0.574**     D R PhD  0.179***   

R w/foreign studies -1.529**     D R forgn studies 0.158**    

R experience Ceo  1.343***    D R Exper Ceo  0.376***   

R experience Ceo2  -1.059**        

Tangibility  -0.370***    Tangibility  -0.394***   

Leverage  0.243**     Leverage  0.227**    

Investment freedom -0.005**     Investment freedom -0.006***   

_cons  1.307***    _cons  0.312** 

Regression statistics     

N  4646  N  4902 

Adjusted R²  0.072  Adjusted R²  0.085 

Log - Likelihood -2958.039  Log - Likelihood -3085.674 

Hausmann Test p-value 0.000   0.000 

Firm fixed - effects Yes   Yes 

Year  fixed - effects Yes     Yes 

  legend: p<.1*  p<.05**  p<.01*** 
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Table 1-4  Board Diversity Index regressions 

This table reports the results of the regressions of firm performance on board structure and the Board Diversity Index (BDI) 

and other firm characteristics as controls. Firm performance is proxied by Tobin’s q.  See Table A2 for details on variables 

construction. ****, ***, **, and *denote statistical  significance at the 0.1%, 1%, 5% and 10% levels using robust standard 

errors. Model (1) includes firm fixed effects and year fixed effects.  The standard errors are clustered at firm level. Model 

(2) and (3) includes country fixed effects and year fixed effects.  The standard errors are clustered at country level.  Model 

(4) includes firm fixed effects and year fixed effects.  The standard errors are clustered at country level.  Model (5) uses a 

GLS specification with year dummieS.  

 

       

Table 4. Board Diversity Index regressions       

Dependent Variable:  Tobin´s Q 

       

Estimation  method    FE   FE   RE   FE  GLS 

Variable  b/se b/se b/se b/se b/se 

Tangibility  -0.273** -0.053 0.047 -0.016 -0.003 

  (0.15) (0.13) (0.13) (0.13) (0.06) 

Size  0.072*** 0.04 0.03 0.033 -0.01 

  (0.03) (0.03) (0.03) (0.03) (0.01) 

Leverage  0.253** 0.218** 0.253*** 0.203** 0.167****   

  (0.14) (0.05) (0.04) (0.04) (0.05) 

ROA  1.107**** 0.772** 0.701*** 0.741** 0.462****   

  (0.38) (0.74) (0.74) (0.74) (0.08) 

R-independent  0.550*** 0.455 0.335 0.369 0.335****   

  (0.18) (0.35) (0.35) (0.35) (0.1) 

Ceo Cob  -0.093** -0.048 -0.036 -0.05 -0.065**    

  (0.05) (0.04) (0.04) (0.04) (0.03) 

Board diversity index  0.108**** 0.089*** 0.085**** 0.077** 0.040****   

  (0.02) (0.01) (0.02) (0.02) (0.01) 

Property Rights  0.003 0.006 0.005*** 0.004* 0.004***   

  (0.001) (0.004) (0.001) (0.001) (0.001) 

Government Spending  -0.004** -0.007** -0.002 -0.003 -0.001 

  (0.001) (0.002) (0.002) (0.001) (0.001) 

Regression statistics       

N- Observations  4898 4898 4898 4898 4895 

Adjusted R²  0.116 0.106 0.138                   

Hausmann Test p-value  0.000 0.000 ― 0.000 ― 

Firm fixed - effects  Yes ― ― Yes ― 

Year  fixed - effects  Yes Yes ― ― ― 

Country fixed-effects  ― Yes ― Yes ― 

Year dummies  ― ― Yes Yes Yes 

SD-clustered by  Firm Country ― Country ― 

bic  5960.206 9634.383 ― 9431.597 ― 

Log - Likelihood   -3002.139 -5127.083 -5031.643 ― ― 

   legend: p<.1*  p<.05**  p<.01***  p<.001**** 
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HAUSMAN TEST for Table 4 

(b) (B) (b-B) sqrt(diag(V_b-V_B))

fixed random Difference S.E.

tangibility -0.2493295 -0.1706243 -0.0787052 0.0349151

size 0.0504865 0.0329649 0.0175215 0.0115583

leverage 0.2673644 0.2511465 0.0162179 0.0201715

roajv 1.110374 0.9829454 0.1274287 0.044029

rindependent 0.6385332 0.5940207 0.0445125 0.0630687

ceocob -0.0858617 -0.0733683 -0.0124935 0.015146

diverindex 0.0524217 0.0567364 -0.0043147 0.0032638

investment~m -0.0056434 -0.0049798 -0.0006636 0.000407

fdi_usd 4.50E-12 4.94E-12 -4.41E-13 2.88E-13

propertyri~s 0.003265 0.0051514 -0.0018864 0.0012446

government~g 0.0006947 0.0007652 -0.0000704 0.0003851  

 

 

 

 

 

 

 

  

 b = consistent under Ho and Ha; obtained from xtreg 
            B = inconsistent under Ha, efficient under Ho; obtained from xtreg 
    Test:  Ho:  difference in coefficients not systematic 
                 chi2(10) = (b-B)'[(V_b-V_B)^(-1)](b-B) 
                          =       29.42 
                Prob>chi2 =      0.0011 

Because P-value is significant, we should use fixed effects 
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Table 1-5  Firm performance – instrumental variables regressions. 

This table reports the results two-stage least squares regressions of firm valuation on board and directors’ characteristics 

and other firm characteristics. Firm valuation is proxied by Tobin’s q and ROA. Board variables are instrumented with 

dummy variables.  See Table A2 for details on variables construction. ****, ***,  **, and *denote statistical  significance 

at the 0.1%, 1%, 5% and 10% levels using robust standard errors. Model (1) utilizes Tobin´s Q as the dependent variables 

while Model (2) utilizes Return on Assets. Both models include firm fixed effects and year fixed effects.  The standard 

errors are clustered at firm level. The associated standard errors are in parentheses below the coefficients 

 

Table 5. Firm performance – instrumental variables regressions. 

Dependent Variable:  Tobin´s Q  ROA 

boardsize  -0.008  0.000 

R turnover   3.432*  -0.562**    

R female  0.341**  0.036*     

R busunderg  0.099  -0.01 

Underg law     0.024**  -0.003 

R w_master  0.142  0.016 

R w_phd  -0.238  -0.132***   

R wforeignstudies  -0.414  -0.134**    

R experienceo  0.258***  0.009 

D experien ceo  0.01  -0.015**    

tangibility  -0.097  -0.038***   

leverage  0.032  -0.097***   

size   0.038***  0.017***   

ceo cob   -0.075**  -0.012*     

R independent  0.341***  -0.052***   

Investment freedom  -0.004  0.001**    

FDI  0.000*  -0.000***   

Property Rights    0.008***  -0.001***   

Government Spending    0.004**  0.000 

Constant  0.134  0.149***   

Regression statistics     

N- Observations  3931  4014 

Adjusted R²  -  - 

Wald χ²  104.44   63.04  

  (p-value)  (0.000)  (0.000) 

Sargan χ² test  21.453  16.216 

  (p-value)  (0.000)  (0.001) 

C statistic   21.453  0.854 

  (p-value)   (0.266)   (0.355) 

 legend: 
p<.1*  
p<.05**  

  p<.01***  
p<.001**** 
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Summary results for first-stage regressions 

 

      Shea 

Variable     Partial R2        Partial R2    F(  1,  4519)    P-value 

diverindex     0.6896            0.6896       10040.92         0.0000 

 

Underidentification tests: 

Chi-sq(1)      P-value 

Anderson canon. corr. likelihood ratio stat.     5297.68         0.0000 

Cragg-Donald N*minEval stat.                    10060.91         0.0000 

Ho: matrix of reduced form coefficients has rank=K-1 (underidentified) 

Ha: matrix has rank>=K (identified) 

 

Weak identification statistics: 

Cragg-Donald (N-L)*minEval/L2  F-stat   10040.92 

Anderson-Rubin test of joint significance of 

endogenous regressors B1 in main equation, Ho:B1=0 

F(1,4519)=     48.14     P-val=0.0000 

Chi-sq(1)=     48.24     P-val=0.0000 

 

Anderson canon. corr. LR statistic (identification/IV relevance test): 5306.098

Chi-sq(2) P-val =    0.0000

Hansen J statistic (overidentification test of all instruments):         2.217

Chi-sq(1) P-val =    0.1365

-orthog- option:

Instruments tested:   L.diverindex

Instrumented:         diverindex

Included instruments: ceocob rindependent tangibility leverage investmentfreedom

fdi_usd governmentspending

Excluded instruments: L.diverindex
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Table 1-6  Board Diversity Index – instrumental variables regressions. 

This table reports the results two-stage least squares regressions of firm valuation on board and directors’ characteristics 

and other firm characteristics. Firm valuation is proxied by Tobin’s q and ROA. Board variables are instrumented with 

dummy variables.  See Table A2 for details on variables construction. ****, ***,  **, and *denote statistical  significance 

at the 0.1%, 1%, 5% and 10% levels using robust standard errors. Model (1) utilizes Return on Assets as dependent variable. 

The rest of the models are uniquely for each country. The second model groups the observation for Argentina and Colombia. 

All models include firm fixed effects.   The standard errors are clustered at firm level. The associated standard errors are in 

parentheses below the coefficients 

 

                  

Table 6. Board Diversity Index – instrumental variables regressions.     

Countries 
 

ALL  
   Argentina  
+ Colombia 

Brazil Chile Mexico Peru 

Dependent Variable:  ROA  Tobin´s Q 

Board Diversity Index   0.093****   0.039*     0.040** 0.133**** 0.150*** 0.208**** 

Ceo Cob  -0.085****  -0.121 0.042 -0.073 -0.233*** -0.142** 

R independent  0.328****  0.686****   1.548*** 0.582**** -0.518*** 0.156 

Tangibility   -0.030  -0.383****   0.032 0.521*** -0.11 -0.438**** 

Leverage  0.137**  0.355****   0.215* 0.165 -0.235* 0.047 

Investment freedom  0.004***  -0.018****   0.018 -0.023*** 0.011*** -0.016**** 

FDI     0.000***       0.000**         0.000**     0.000***     0.000***      0.000*** 

Government Spending  0.003*  0.007**    -0.005* 0.017* -0.079*** -0.002 

Constant      0.184  1.249***       0.188      0.463 6.182*** 1.324** 

Regression statistics         

N  4528  1317 1098 666 784 663 

Adjusted R²  0.048  0.096 0.069 0.173 0.094 0.114 

Firm fixed - effects  -8516.438  1161.267 2796.741 2465.794 1234.641 2004.331 

Chi-2   135.620   72.586 94.293 141.622 76.972 84.679 

     legend: p<.1*  p<.05**  p<.01***  p<.001**** 
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APPENDIX 

Figure A 1 Trends of main variables and Tobin’s Q 
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Trends of the principal variables and Tobin´s Q. Figure 1A (FA 1A) 

shows the plot of the structural variables. FA 1B shows the plot of 

educational variables. FA 1C, experience and background variables 

FA 1D, the time plot of financial control variables. Figure A 1E shows 

the time plot for Tobin´s Q for each country. 

Sources: Author´s calculation. Primary data from Thomson One 

investment banking. Datastream & Wordscope, Bloomberg, Global 

Financial Data, Economatica.  Companies annual reports, web-pages 

of regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS 

(Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and  CVS (Brazil)). 

Companies websites, news websites, University websites, LinkedIn. 

Compustat - Global 
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Figure A 2 Trends of Board Structure Variables 
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Figure 2E

This figure shows the time plots of Board structural variables by 

country. Al ratios are calculated by size of the board. Figure 2A plots 

the ratio of independent directos, F2B, shows the trend of CEO COB 

duality, Figure 2C Board size, Figure 2D the ratio of directors turnover 

measured as the proportion of directors that leave the board. Figure 2E 

plots female participation. 

Sources: Author´s calculation. Primary data from Thomson One. 

Datastream & Wordscope, Companies annual reports, web-pages of 

regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), 

SFIN (Colombia), BVM (Mexico), BOVESPA and  CVS (Brazil)). 

Companies websites, news websites, University websites, LinkedIn.  
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Figure A 3 Trends of Educational Variables of Board Members 
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Figure 3E

This figure shows the time plots of variables of education of 

board members by country. Al ratios are calculated by size of 

the board. Figure 3A shows the number of directors with 

business related undergraduated studies. F3B, shows the 

ratio of directors with law as undergraduated studies. F3C 

Ratio of directors with master studies. F3D the ratio of 

directors with PhD studies, F3E ratio of directors with at least 

one study abroad the local country.  

Sources: Author´s calculation. Primary data from Thomson 

One., Companies annual reports, web-pages of regulatory 

bodies Companies websites, news websites, University 

websites, LinkedIn.  
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Figure A 4 Trends of Experience and Background of Board Members 
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Figure 4F

This figure shows the time plots of variables related with the background and experience of board members by country. Al 

ratios are calculated by size of the board. Figure 4A shows the ratio of directors with CEO experience. F4B, shows the ratio of 

directors that have or had a high profile in the public sector. F4C Ratio of directors that had experience as a founder of a 

company or organization. F4D the ratio of foreign directors, F4E and F4F, ratio of directors that hold two or more other 

directorship at 2012 and prior 2012. Sources: Author´s calculation. Primary data from Thomson One., Companies annual 

reports, web-pages of regulatory bodies Companies websites, news websites, University websites, LinkedIn.  
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Figure A 5 Trends of Control Variables. 

This figure shows the trends of the mean of some control variables by country. Figure 5A (FA 5A) shows the time plot of size of the firm 

measured by Log of total assets. FA 5B shows the plot of return of assets (ROA). FA 5C,  presents the plot for tangibility FA 5D, presents 

the time plot for leverage firms measured by total liabilities / total assets 

Sources: Author´s calculation. Primary data from Thomson One investment banking. Datastream & Wordscope, Bloomberg, Global 

Financial Data, Economatica.  Companies annual reports, web-pages of regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS 

(Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and  CVS (Brazil)). Companies websites, news websites, University websites, 

LinkedIn. Compustat – Global 

 

 

       

 

       

  

4
5

6
7

(m
e
a

n
) 

s
iz

e

2002 2004 2006 2008 2010 2012
year

Argentina Brazil

Chile Colombia

Mexico Peru

Size of the firms LN(Tot Assets)

Figure 5A

-.
0

5

0

.0
5

.1

(m
e
a

n
) 

ro
a

jv

2002 2004 2006 2008 2010 2012
year

Argentina Brazil

Chile Colombia

Mexico Peru

Return on Assets (ROA)

Figure 5B

.2
.3

.4
.5

.6

(m
e
a

n
) 

ta
n
g

ib
ili

ty

2002 2004 2006 2008 2010 2012
year

Argentina Brazil

Chile Colombia

Mexico Peru

Tangibility = (PPE / Tot Assets)

Figure 5C

.3
.4

.5
.6

(m
e
a

n
) 

le
v
e
ra

g
e

2002 2004 2006 2008 2010 2012
year

Argentina Brazil

Chile Colombia

Mexico Peru

Leverage =(Tot Liabilities / Tot Assets)

Figure 5D



70  
 

Table A 1 Descriptive statistics and database selection 

 

Source: Thomson one, companies annual reports (Internet based) and web-pages and regulatory bodies, 

other internet sources. Author’s own calculations. This table presents summary statistics of the panel 

at director-firm level for the complete period from 2001 to 2012. Director with limited information are 

directors that we couldn´t find the complete set of characteristic. The information was gathered in 2012 

and 2013. 

                

Table A1.  

Panel A. Descriptive statistics of Director-Firm  Panel  for the period 2001 - 2012. 

  

Number of 
Directors 

Female 
Directors 

%  
Directors with 

limited 
information 

% 

Argentina  559 21 3.76%  204 36.49% 
Brazil  2191 213 9.72%  346 15.79% 
Chile  1496 55 3.68%  440 29.41% 
Colombia  543 56 10.31%  40 7.37% 
Mexico  1375 62 4.51%  312 22.69% 
Peru  1132 64 5.65%  202 17.84% 
        
Complete Panel 7296 471 6.46%   1544 21.16% 
 
 
Panel B. Descriptive statistics of the Director-Firm-Year Panel  (Directorship level)  
Period 2001 - 2012. 

  

Number of 
Directorships 

Female 
Directors 

%  
Directorships 
with limited 
information 

% 

Argentina  4579 126 3.33%  1112 29.43% 
Brazil  16199 1745 10.77%  2512 15.51% 
Chile  11260 350 3.11%  3308 29.38% 
Colombia  3464 307 8.86%  245 7.07% 
Mexico  11393 455 3.99%  2416 21.21% 
Peru  7012 342 4.88%  1041 14.85% 
        
Complete Panel 54114 3325 6.26%   10634 20.02% 
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Panel C. Firms Filters and Corrections Period 2001 - 2012.   
 

       

 ARGENTINA BRAZIL CHILE  COLOMBIA MEXICO PERU TOTAL 

TOTAL LISTED FIRMS 68 398 208 72 151 113 1010 

MINUS FINANCIAL 
INSTITUTIONS 

-11 -78 -41 -16 -33 -14 -193 

MINUS UTILITIES 
COMPANIES 

-17 -68 -26 -7 -1 -17 -136 

MINUS HEALTH SECTOR -1 -8 -4 -2 -2 0 -17 

MINUS VERY LOW 
BURSATILITY 

-3 -75 -12 -3 -29 -1 -123 

MINUS NON EXISTING 
INFORMATION OF 
COMPANY PEOPLE  

-6 -42 -20 -2 -21 0 -91 

 
       

TOTAL FIRMS 
DATABASE 

30 127 105 42 65 81 450 
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Table A 2 Variables Definition 

Board  Variables 

Independence Independence ratio: Number of independent directors / board size 

Turnover 
- Turnover ratio: Number of directors of year n that are no longer on the board at year 

n+1 / board size of year n. 

CEO COB Dummy variable equal 1 if the CEO is also the Charman of the Board, and is 0 otherwise 

CEO Turnover 
Dummy variable equal to 1 when there is a change in CEO for each firm i and for each 

year t, and 0 otherwise 

Board size Total number of directors 

Female  Number of board seats occupied by women 

Business Underg. 
Number of directors with undergraduate studies in business related fields (Finance, 

Economy, Accounting, Industrial Engineering) 

Underg Law Number of directors with undergraduate law studies  

Underg Law 
Number of directors with undergraduate studies that are not business related nor 

lawyers 

w / master Number of directors with master degree  

w / PhD Number of directors with PhD degree  

w/foreign studies Number of directors with a studies in a university abroad. 

Experien CEO 
Number of Board Members that are or were CEO of any firm (including the 

corresponding firm) 

Founder Exper 
Number of Board Members that were founders of any firm or organization (including 

the corresponding firm) 

Public Exper Number of Directors that have or had public high profile position in the Country 

Foreinger Number of people with foreing origin on the board 

Director-CEO duality / 

board 
Fraction of  board seats occupied by CEOs from other firms 

CEO-board dummy Dummy variable equals to 1 if a firm's CEO seats at the board, and 0 otherwise. 

  

  

Financial Variables. 

Size Natural logarithm of total assets 

Tangitabilty Total property, plants and equipments divided by total assets 

Leverage The ratio of total long term liabilities to total assets 

roa The ratio of net profits after tax to total assets 

  

 Control Variables 

Investment Freedom Investment Freedom reported by the Heritage Foundation 

FDI Foreing Direct Investment reported by the Heritage Foundation 

Property Rights Property Rights reported by the Heritage Foundation 

Government Spending Government Spending reported by the Heritage Foundation 
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Table A 3 Literature comparison of Control variables 

                

TABLE A3         

Control variables - different studies.          

  1 2 3 4 5 6 7 8 9 10 

 Dependent Variable Tobin's Q Tobin's Q Tobin's Q Tobin's Q Tobin's Q 
Ln(Tobin's 

Q) 
Tobin's Q Tobin's Q ROA Tobin's Q 

R
O

A
 ROA (+) ***  (+) *  (+) ***      

ROA (t-1) (+)     (+) ***      

ROA (t-2) (+) ***    (+) ***      

G
ro

w
th

 

Ebit / Sales       (+) ***    

Sales Growth  (+)         

2 year Sales Growth       (+) ***    

Δ book assets (growth)          (+)*** 

# Business Segments (-) ***     (-) ***     

S
IZ

E
 Ln (Tot.  Capital) (+) ***          

Log ( Total Sales)   (-) ***   (+) ***     

Ln # employees (size)    (+) ***       

Log (Tot Assets)  (-) ***     (-) *** (+)  (-) 

L
ev

er
ag

e 

Debt / Equity  (+) ***      (-) ***   

Tot Debt / Tot Assets   (+) *** (+) ***   (+/-)*  (-)*  

T
an

g
ib

il
it

y
 PPE / Sales  (-) ***     (-) ***    

(PPE / Sales)²  (+) ***         

Net Fixed As/ Tot Assets    (+) ***       

1-(PPE/ Tot Assets) = Intang      (+) ***      

PPE / Tot Assets         (-)*  

E
x
p

en
d
it

u
re

s CAPEX / PPE  (+)*         

CAPEX / Sales (+)           

CAPEX / Assets       ( + / - ) **    

R&D / Sales  (+) *** (+) ***    ( + / - ) **    

 

Age x Firm Size         (+)*  

 Log (firm Age)   (-) ***        

 Cash / Assets       (+)*** (-)*    

 Dividend Payout ratio         (+)*  
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Table A 4 – Descriptive statistics of Board Structure, Education of Board Members and Background and Experience 

Summary statistics of main variables by country for the years 2001 to 2012. Sources: Thomson One investment banking. Datastream & 

Wordscope, Bloomberg, Global Financial Data (active subscription), Economatica.  Companies annual reports, web-pages of regulatory 

bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and  CVS (Brazil)). 

Companies websites, news websites, University websites, LinkedIn. Compustat - Global 

 
TABLE 

A2 
               

Descriptive statistics               

PANEL  A -  Tobin´s Q and Characteristics of the Board structure   PANEL B   -  Education of  board members  PANEL  C -  Background / Experience 

Country    Tobin´s Q 

Board 

Size 

R- 

women 

R-board  

turnover  

R- 

business 

undergrad 
R- master R- Ph.D. 

R- study 

abroad  

R-foreign 

directors 

R- ceo 

experience 

R- founder 

experience 

R-public  

sector exp 

Argentina Min 0.27 2 0 0  0 0 0.00 0.00  0 0.047619 0.1 0.05 
 Max 6.17 32 0.33 1  0.86 0.80 0.14 0.20  0.625 0.8 0.40 0.20 

 Mean 1.15 11.14 0.04 0.14  0.18 0.09 0.02 0.00  0.14 0.24 0.19 0.09 

 Median 1.01 10.00 0.00 0.00  0.13 0.00 0.00 0.00  0.13 0.20 0.18 0.08 

 SD 0.61 5.63 0.06 0.28  0.19 0.17 0.04 0.03  0.15 0.18 0.06 0.03 

Brazil Min 0.26 2 0 0  0 0 0 0  0 0 0 0 

 Max 5.91 35 0.75 1  1 0.875 0.5 0.20  1 1 0.50 0.56 

 Mean 1.29 10.44 0.10 0.14  0.27 0.22 0.05 0.01  0.28 0.47 0.06 0.05 

 Median 1.08 9.00 0.08 0.00  0.25 0.20 0.00 0.00  0.20 0.43 0.00 0.00 

 SD 0.73 5.94 0.12 0.28  0.20 0.20 0.08 0.03  0.26 0.22 0.10 0.10 

Chile  Min 0.29 3 0 0  0 0 0 0  0 0 0 0 

 Max 8.64 34 1.00 1.00  1.00 1.00 0.31 0.17  1.00 0.86 0.25 0.29 

 Mean 1.33 9.13 0.05 0.13  0.19 0.13 0.02 0.00  0.21 0.09 0.09 0.14 

 Median 1.14 8.00 0.00 0.00  0.14 0.11 0.00 0.00  0.17 0.00 0.08 0.13 

 SD 0.75 3.12 0.15 0.28  0.17 0.16 0.05 0.02  0.19 0.14 0.08 0.07 

Colombia  Min 0.06 3 0 0  0.00 0.43 0 0  0.00 0 0 0 

 Max 4.02 23 0.38 0.91  0.88 1.00 0.90 0.33  0.50 0.82 0.50 0.73 

 Mean 1.03 8.66 0.09 0.08  0.34 0.92 0.31 0.02  0.05 0.20 0.04 0.08 

 Median 0.85 8.00 0.03 0.00  0.38 1.00 0.29 0.00  0.00 0.14 0.00 0.00 

 SD 0.66 3.12 0.10 0.15  0.21 0.11 0.24 0.05  0.12 0.17 0.08 0.15 

Mexico  Min 0.3 3 0 0.00  0.00 0.00 0.00 0.00  0.00 0.00 0.00 0.00 

 Max 4.30 30 0.46 1.00  0.83 0.79 0.25 0.27  0.80 1.00 0.58 0.33 

 Mean 1.31 13.75 0.04 0.13  0.34 0.09 0.03 0.01  0.17 0.39 0.07 0.03 

 Median 1.12 13.00 0.00 0.00  0.35 0.00 0.00 0.00  0.12 0.38 0.00 0.00 

 SD 0.62 4.97 0.07 0.27  0.22 0.16 0.05 0.04  0.17 0.22 0.11 0.06 

Peru  Min 0.08 1 0 0.00  0.00 0.00 0.00 0.00  0.00 0.00 0.00 0.00 

 Max 6.14 22 0.60 1.00  1.00 1.00 0.29 0.25  1.00 1.00 0.50 0.40 

 Mean 1.21 7.40 0.05 0.16  0.39 0.33 0.03 0.01  0.41 0.36 0.03 0.02 

 Median 0.96 7.00 0.00 0.00  0.38 0.30 0.00 0.00  0.40 0.33 0.00 0.00 

 SD 0.89 3.18 0.11 0.29  0.25 0.27 0.06 0.05  0.30 0.27 0.08 0.06 
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Table A 5 Correlation Matrix – Main Variables 

Correlation matrix of main variables for 432 firms in six countries, for the period 2001 to 2012. Sources: Thomson One investment banking. 

Datastream & Wordscope, Bloomberg, Global Financial Data (active subscription), Economatica.  Companies annual reports, web-pages 

of regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and CVS 

(Brazil)). Companies websites, news websites, University websites, LinkedIn. Compustat - Global 

                  

Table A3.  Correlation matrix - Main variables                           
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R
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Tobin´s Q 1.00                 

 Tangibily -0.06 1.00                

Size (Log (T.Assets)) 0.21 -0.01 1.00               

Board Size 0.07 0.12 0.44 1.00              

CEO COB -0.01 -0.11 -0.03 -0.01 1.00             

R -indepeden 0.11 -0.02 0.24 0.15 -0.04 1.00            

R- women -0.03 -0.04 -0.11 -0.06 0.01 -0.22 1.00           

R-foreign directors 0.12 0.08 -0.19 -0.15 0.00 -0.17 0.10 1.00          

R-board turnover 0.09 0.00 0.12 0.02 -0.03 0.04 0.00 -0.02 1.00         

R- ceo experience 0.16 -0.02 0.21 -0.05 0.18 0.02 -0.09 0.02 0.04 1.00        

R- founder exper. 0.00 -0.15 0.02 -0.04 0.16 0.08 0.05 0.05 0.00 0.14 1.00       

R-public sector exp 0.10 0.05 0.37 0.13 -0.04 0.05 -0.01 -0.14 0.05 0.23 0.05 1.00      

R- business underg 0.09 0.02 0.16 0.01 -0.08 0.20 -0.15 0.12 0.04 0.17 0.06 0.12 1.00     

R- law underg 0.09 0.03 0.05 0.05 0.04 0.17 -0.05 -0.02 0.03 0.03 0.12 0.02 -0.06 1.00    

R- master 0.06 -0.07 0.13 -0.06 -0.19 0.01 -0.04 -0.14 0.03 -0.10 -0.07 0.24 0.25 -0.09 1.00   

R- Ph.D. -0.06 -0.17 0.09 -0.01 -0.10 0.02 -0.04 -0.17 -0.03 -0.16 -0.08 0.17 -0.02 -0.17 0.53 1.00  

R- study abroad -0.03 0.02 0.05 0.04 -0.04 -0.04 0.33 0.01 0.04 -0.03 -0.04 0.07 0.11 -0.03 0.23 0.07 1.00 
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CHAPTER 2. Independent Directors: Are they 

special in emerging markets? Evidence from 

Latin America 

 
Jairo Andres Villamil-Diaz 

ABSTRACT 

This study is focusedon the motivations of the appointment of independent directors and the role that 

they play in a context different from the traditional corporate world with diffuse ownership.  

We are interested in the possible motives of the appointment of independent directors and we analyze 

the effectiveness of the reforms on corporate governance that indicated the presence of independent 

directors. In Latin America, as in other regions and countries, the appointment of independent directors 

is driven mainly by regulation, thus, our findings suggest that the corresponding appointment of 

independent directors has a direct impact on value of the firm. Furthermore, we find that the people 

who are appointed are chosen by their educational background, experience and not by their gender. 

The special case of Latin America, and countries with high ownership concentration, is that 

independent directors have another role of control besides the control towards the CEO; to control 

shareholder groups with high ownership participation on behalf of minority shareholders. We 

corroborate this idea using contestability variables, and we found evidence that independent directors 

in Latin-America are more present when there is a strong controlling shareholder and they are 

moderated with a second large shareholder that can monitor the controller. We use a diff-in-diff model 

which corroborated that the reform was an actual cause of the increment of independent directors and 

with this reform the value of firms was increased. 
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INTRODUCTION 

The conflict of interest is a topic that is present all across corporate governance studies. The usual and 

most studied conflict of interest happens between owners and management. A solution of this conflict 

provided within the corporate governance context is the inclusion of independent directors on the 

board. We are interested to know what factors drive or are related to the appointment of independent 

directors and how the reforms on corporate governance have driven the inclusion of independent board 

members. Furthermore, using a diff-in-diff specification we find that a corporate governance reform 

actually causes an increment in the proportion of independent directors and consequently generates a 

greater value of firms. We also find evidence that the education and the background of board members 

have a relation with the appointment of independent directors. 

Independent directors have become a noticeable subject of regulation that tries to prevent corporate 

problems such as seen in scandals over the past decade. The learned lesson is that beyond the benefits 

of good corporate governance, poor corporate governance traduces into a widespread risk for 

corporations, shareholders and stakeholders. The noxious effect of bad corporate governance has been 

tested in the US and Europe even though this is a worldwide fact.  

Corporate governance problems have been studied since the formulation of the separation of property 

and control, nevertheless in recent years an interest has risen in empirical studies that have shown how 

corporate governance practices can affect firms. The most common problem studied, following the 

idea of separation of property and control, arises between shareholders and managers. This problem 

has been usually studied from an agency theory perspective where independent directors play a crucial 

role. Additionally, board members, besides monitoring and control, have advising, mentoring and 

networking duties. Nevertheless, when a director is close to the CEO, the monitoring duty could be 

affected and shareholders’ interest might be compromised (Boone et al. 2007, Adams et al 2010, 
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Cohen, Frazzini, & Malloy 2012, Coles et al 2014). Thus, the role of independent directors becomes 

decisive.   

Literature about board of directors comprises studies of the impact or benefit of independent directors 

(Bhagat & Black 1999, Chann & Li 2008, Nguyen & Nielsen 2010, Coates & Srinivasan 2014). 

Nevertheless, most of those studies have observed firms in the US or Europe where the principle of 

separation of ownership and control is widely observable for public firms. The story is different in 

emerging markets; firms are usually held by large stockholders, even for public listed firms (La Porta 

Bet al 1999, Claessens et al 2000). Large shareholders can appoint the majority of directors who 

consequently hire the CEO. Thus, in this context the agency conflict between managers and owners is 

not as important as the struggle of minority shareholders trying to prevent the extraction of private 

benefits by the controlling shareholder (Lefort & Urzua 2007, Gonzalez et al 2014).  

The influence of the CEO on the Board has been studied with the role of independent directors. Coles 

et al (2014), with data form S&P firms, show that the fraction of independent directors appointed before 

the CEO has exert monitoring more effective than the conventional measure of board independence. 

Thus, the board is supposed to monitor the CEO and management in the traditional perspective of 

conflict between owners and managers. Nevertheless, this is not the case where the concentration in 

ownership by large blockholders is present. If there is a controlling shareholder and some minority 

shareholder, the controlling shareholder can exert direct monitor on the management while he can use 

his power to extract private benefitsat the expense of the minority shareholders. Hence, in presence of 

blockholders, independent directors must deal with other type of conflict, this one between large 

stockholders and minority stockholders. Furthermore, in Latin-America and other regions, especially 

in countries with civil law, market-oriented mechanisms such as takeovers do not apply; ownership 

concentration precludes this possibility and varies the situation of governance issues. 
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When a controlling shareholder is present in a firm, board meetings become the agenda for this 

shareholder, and directors just have to act on behalf of the controller. Most directors would be elected 

by the controller shareholder in the general shareholders meeting and because the CEO is elected by 

the board, the controller can easily decide to remove or replace the CEO. Thus, the CEO has a very 

strict discipline mechanism inflicted by the controlling shareholder through the board. Decisions taken 

at shareholders meetings would be led by large stockholders including the election of directors.  

Likewise, shareholders meetings could become just a formal way to inform decisions of the controlling 

shareholder Moreover, in shareholders meetings, the decision power of a minority stockholders could 

be so low that the entire board might be elected by the controller. If board members (and the CEO) are 

appointed directly (and indirectly) by the controller, the minority shareholders have an imminent risk 

of expropriation, reason why independent directors must have independency from the controller. 

Thus, the solution of corporate governance problems in presence of a controlling shareholder and those 

with low market-oriented mechanisms, relies mainly on independent directors, tender offers or proxy 

fights. Although, in companies where the ownership concentration is high, there is a very small chance 

that a proxy fight would be effective. Thus, independent directors, chosen by discarding, become the 

way to deal with this sort of corporate governance issues. The adoption of this type of mechanism has 

been incited with the introduction of regulatory changes related with board independency. These 

regulations have generally been based on recommendations, codes of best practices with a perspective 

of comply or explain and with no further implications for corporations. 

Independent directors are supposed to dissuade managerial expropriation or the diversion of resources 

for private beneficiaries. If the agency problem surges between controlling shareholders and minority 

shareholders, independent directors must carry out a monitoring role focusing on the controlling 

shareholder rather than on the CEO. Then, independent directors become agents of minority 
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shareholders, and when regulation asks for reportsor explanations, independent directors become 

agents for regulators as well. In order to fulfill their monitoring duties, independent directors can use 

some tools. First, they can ask for information and demand public disclosure; second, they can vote at 

the board level, this can be very effective if the restriction for approval is greater than 50%, or necessary 

by the independent members committee,  all the way to a consensus. A third tool is legal action that 

would take a lot of time and could be more effective if there is proper regulation and corresponding 

enforcement. 

THEORETICAL FRAMEWORK AND HYPOTHESES 

Directors have been consider not only agents or monitors (no matter for whom) but also mentors, 

advisers, strategic planners, counselors. Following empirical and theoretical work (Adams & Ferreira 

2005; Raheja, 2005; Linck et al. 2008) we consider the activities of the board into two large categories: 

monitoring and advising.  

To understand the monitoring role of directors, especially the ones that tries to solve conflict of interest 

between shareholders and managers we concentrate on independent directors and not on outsiders. 

Gutierrez & Saenz (2014) present that boards of directors do not control insiders because board 

members have neither incentives nor ability to solve governance problems, especially when the 

problem arises between controlling and minority shareholders. One way that independent directors can 

act is by rising transparency and reducing information asymmetry (Linck, Netter & Yang 2008, Lehn 

Patro & Zaho, 2008). Furthermore, independent directors have been the object of governance reforms 

pretending to be the solution for governance conflicts (Armstrong et al 2014). Then, the underlying 

questions is ¿What governance conflict does the increase in independent directors solve?  In emerging 

markets where ownership concentration is common, the conflict shifts from the CEO to the Controlling 
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shareholder who can expropriate the minority shareholder using the management team (Lefort & Urzua 

2007). 

In order to study the action of independent directors, it is important to analyze their proportion or 

participation on the board. This proportion has two factors to be considered; the board size and the 

number of independent members. It is reasonable to think that one independent director in a board of 

three members would have much more control and decision power than in a board with twenty board 

members, being the rest insiders or non-independent. Regarding size, Lehn, Patro & Zhao (2009), show 

that board size and the standard deviation of board size has been decreasing monotonically from the 

year 1970 to the year 2000. Furthermore they found that the mean of insiders on the board decreased 

continuously from the year 1950 to the year 2000.  If both size and mean of insiders are decreasing, no 

ex-ante tendency can be predicted about the proportion of outside or independent directors. 

Considering firm characteristics, Linck et al. (2008), show that firms with high growth opportunities, 

high R&D expenditures, and high stock return volatility are associated with smaller and less 

independent boards, while large firms have larger and more independent boards. We include firm-level 

factors as controls in our analysis but we do not develop further exploration on the relation of these 

factors with the independency ratio. 

Besides independent director ratio (board sizeover number of independent directors), it is relevant to 

think about what drives the appointment of independent directors. In 2005, Miwa & Ramseyer, 

examining approximately 1000 Japanese listed firms, found that the appointment of outside directors 

is not due to chance. Instead, they argue that leveraged firms tend to appoint bankers, construction 

firms tend to appoint former government bureaucrats, and largely held firms tend to appoint outside 

business executives. This can be interpreted as evidence that independent directors not only exert 

monitoring and control duties, but also provide mentoring, advising, networking and strategic planning 
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services. Our first hypothesis comes from that idea. Because board members have this other type of 

roles, we expect the appointment of independent directors to be related to the profile of board members: 

Hypothesis 1: The educational and professional backgrounds of board members are factors that have 

are relatedto the appointment of independent directors 

While some authors have analyzed the benefit of having outside directors that bring expertise and 

connections resulting in larger, more independent boards (Lehn, Patro, & Zhao 2004, Boone et al, 

2007; and Coles, Daniel, & Naveen, 2007), others have considered the board as a mechanism to prevent 

private benefits to managers in order to preserve shareholders’ interests (Adams & Ferreira, 2007; and 

Raheja, 2005). From the perspective of independency from the CEO, Boone et al (2007), found that 

board size increases because of firm diversification, and board independence is a response to manager´s 

influence. They found a negative relation between board independence and the influence of the 

manager, and positive relation with constraints of that influence. 

Nonetheless, there have been very few studies that have focused on the conflict of interest between 

controlling shareholders and minority shareholders, and less on the reality in emerging markets and 

countries where the distribution of ownership is closely held by large stockholders or blockholders. 

Because we want to prove our idea that when a controlling shareholder is present this shifts the conflict 

of interest problem to the minority shareholders, we propose for our study the relation between 

ownership and board independence.  

Hypothesis 2: Ownership structure of a firm is related to the ratio of independent directors of its board 

Boone et al. (2007) also suggest that complexity increases with firms’ age. Linck et al. (2008) include 

in their study firm age and the square of firm age which allows them to test whether the impact of age 

on board size is nonlinear. They proxy private benefits using free cash flow and consider that high 
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stock return volatility are more likely to have specific information unknown to outsiders,  In Figure 1, 

there was a reduction on board size, nevertheless, after SOX act there is a tendency to increase board 

size. The explanation is “These results are consistent with the notion that the board’s tasks have become 

more complex; thus, boards require more members.” (Linck et al. 2008). This guides us to loop up the 

response to regulation in the proportion of outside or independent directors on the board. Regulations 

can influence the appointment of independent directors, nonetheless, because the most of the 

regulations are recommendations, self-reporting and comply or explain principle, there is no evident 

answer on the effect of regulation on independent directors and consequently on value of firms. Next, 

we present a brief explanation on the regulations that happened in the past years for the six countries 

that we have analyzed. 

REGULATIONS  

The concept of independent director was based on the concept of independency of the management 

and business relations, not in the controlling and minority shareholders. As an example, in UK there is 

no formal distinction between roles and responsibilities of an independent director and a non-executive 

director. Furthermore, the UK Corporate Governance Code determines that an independent board is 

the one that has over half non-executive directors. The requisite for a small listed firm is to have at 

least two independent directors. A director is considered independent when the board determines that 

they are independent in character and judgement there is no relation with the firm such as to be or have 

been an employee of the company, had business relationship with the company, or have received 

additional remuneration from the company besides the director´s fee. The concept in the US is very 

similar. A firm listed in the NYSE must have a nominating/governance committee composed entirely 

of independent directors, where independency is considered when directors have no material 

relationship with the listed company either directly or as a partner, shareholder or officer of an 

organization that has a relationship with the company. Nasdaq have similar requirements. This 
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nominating committee is in charge of the identification of individuals that qualify to become board 

members and recommends their nomination to the board. The qualification determined by the 

nominating committee includes independence, determined by having no direct relation or being a 

partner, shareholder or officer that has a relationship with the firm; in other words, to be a non-

executive of the firm and to have no business relation that might compromise the judgment towards 

the management. Moreover, the general requisite to be an independent director established by the 

Sarbanes-Oxley act is a person that does not accept any consulting, advisory or other compensation 

from the issuer; and is not an affiliated person of the issuer or its subsidiaries.  

In Argentina, Decreto 677/2001 was establish to include the independence criteria, the independence 

of the controlling shareholders, to procure the majority of independent directors in the audit committee, 

and to establish a minimum number of three directors for the audit committee. The latter implies that 

a minimum of two independent directors must be part of the audit committee and therefore part of the 

board. Furthermore, with Resolución CNV 516/2007, the Argentinian security exchange authority 

(Comisión Nacional de Valores – CNV) established that public firms must declare if they have a policy 

to maintain a proportion of independent directors, and inform how many executive directors, non-

executive directors and independent directors are members of the board. 

In Brazil, security exchange authority (Comissão de Valores Mobiliários- CMV) established through 

the Instrucción 358 in 2002 disclosure parameters that every public firm must follow. These parameters 

include the use and disclosure of information in the negotiation of securities “by controlling 

shareholders, directors, members of the board of directors, of the fiscal board and of any agencies with 

technical and advising functions”. Also, this regulation determined that the company shall maintain at 

the dispose of the CMV the relation of controlling shareholders and directors.  



86  
 

In 2011, the Brazilian stock exchange Bovespa introduced a listing segment, called Novo Mercado 

(New market), which is composed by firms that voluntarily undertake corporate governance practices 

and transparency requirement besides to those requested by the CVM. This Novo Mercado indicated 

that firms must maintain a minimum free float equivalent to 25% of the capital, a two-year mandate 

for the entire board, a board size of at least five members and a minimum of 20% of independent 

directors. 

In Chile, the law 18045 and law 20382 /2009 established that the board of directors of a privately held 

firm must be integrated by not less than three members, and for a public firm not less than five members 

and at least one of them must be independent. The criteria to be considered independent is that in the 

past 18 months the individual has not had business relations with the company, and does not  have 

family relationships with persons that have business relations, he has not been a controlling shareholder 

nor has  acted on behalf of a controlling shareholder, has not been a partner or control, directly or 

indirectly 10 percent or more of the capital of the firm. 

In Colombia, Law 964/2005 established that the board of directors of public firms must have at least 

five members and at most 10 principal members. Also, the board must have at least 25% of independent 

directors who might have alternates that also must comply with the independence criteria. In addition, 

the definition of an independent director is a person that, under no circumstances: is an employee or an 

executive of the firm, subsidiaries, or was in the last year; shareholder or  employee of related firm 

which has over 20% of their operational income from the relation of the listed firm. An executive or 

employee of a non-profit organization that receives donations from the firm; an administrator of a 

company that has a director that is an executive of the listed firm. A person that receives a fee or 

payment different of the directors’ fee, that is a large shareholder (more than 10% of the ownership), 

or that acts on behalf of a large shareholder. 
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In Mexico, the law of securities market in 2005 determined that the board of all public firms must have 

at most 24 members, at least 25 % of them must be independent directors and at least one independent 

director must be present. The audit committee must be integrated exclusively by independent directors. 

The independent directors must be selected, besides their experience, capabilities and prestige, based 

on the precept that they are free of conflict of interest and are not tied by personal, economic, or 

ownership interests. Furthermore in any case an independent director can be: a representative, an 

executive or employee of a firm that is part of the controlling group of the firm; persons that might 

have significant influence or can command people that are part of the controlling group of the firm; 

shareholders that are part of the controlling group of the firm; clients, suppliers, debtholders, of the 

firm; employees or partners of the those, and any person that has family relationship of affinity 

relationship with persons referred previously. 

In Peru in 2002, the stock exchange of Lima published a document with the corporate governance 

principles for corporations. This document established that public firms in Peru must have a sufficient 

number of independent directors capable of exerting an adequate judgement. These independent 

directors are the ones that are selected because of their professional prestige and are not related to the 

management team nor with the controlling group of the firm. Furthermore, this publication encouraged 

public firms to disclose information about corporate governance practices. 

Prior to Sarbanes-Oxley Act, corporate laws did not address board issues such as size, composition nor 

director qualifications. Nevertheless, firms have been encouraged to increase the number of 

independent directors in their boards worldwide. There is no consensus on the effect of independent 

directors on firm value. Bhagat & Black (1999, 2002) argue that there is no relation of even a negative 

relation of supermajority-independent boards and firm profitability. Similar results are shown by 

Hermalin &Weisbach, (1991) and Klein (1998). On contrary, other studies found a positive relation 
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between board independence and firm value (Choi, Park & Yoo 2007, Lefort & Urzua 2007, Chant & 

Li 2008, Nguyen &Nielsen2010, Lei& Deng 2014). After the reforms we expect an increment in the 

proportion of independent directors and consequently a desirable effect would be an increase on firm 

value. Thus, 

Hypothesis 3A: A reform on corporate governance has an effect in the proportion of independent 

directors in public firms 

Hypothesis 3B:  A reform on corporate governance produces a positive effect on the value of public 

firms 

As in any regulation, these reforms were not implemented immediately and had to wait for a transition 

period. Firms adopted the regulations and directives as they were understood and incorporated in the 

subsequent general shareholders meetings. Therefore, these reforms had effective modifications on 

firms’ corporate governance practices after one or two years of the promulgation of the reform, 

consequently we have control for that lag. Because all countries have adopted information disclosure 

regulations and the obligation to include independent directors in the board and in committees, we also 

need to control for time specific factors as well for country specific factors. 

 

RESEARCH SAMPLE  

Sample description 

For our analysis, we started gathering information of the complete 1010 firms listed in the six largest 

Latin American stock exchanges that had actual active trades in 2012. We excluded all financial firms 

(193) and other utility firms (136) because of their discrepancies in financial information. We also 

excluded companies from the health sector (17) because they can have public interventions or heavy 
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regulations that might affect our results. We selected the top their importance in the market considering 

their liquidity and market cap (excluding 123). We have discarded some firms that had very poor 

corporate governance information. Finally we matched the directorship (Board) information and the 

financial information at a firm-year level, and we filtered and discarded observations with extremely 

low assets (>0.01 Million USD) and firms that had incoherent information such as debt larger than 

total assets (excluding 91). The result was a database of 450 firms with information in an unbalanced 

panel of 5271 firm-year observations 

 

The summary of the sample selection is the following: 

Selection Criteria Number of firms  

Public listed firms active in Latin America Stock exchanges in 2012 817 

Non-financial firms, non-utility firms, non-health companies 664 

Selected firms with significant liquidity, market cap and importance 588 

Selected firms with reliable corporate governance information  541 

Firms with assets higher than 0.01M USD and coherent financial information 450 

 

A detailed database construction can be seen in Table A1. 

We collected comprehensive information of firms’ board of directors, gender information, educational 

information, background information, experience and financial data.  Our time frame extends in a 12 

years period from 2001 to 2012. These companies belong to the six largest equity markets in the region:  

Argentina, Brazil, Chile, Colombia, Mexico and Peru.  

The main sources –but not the only ones- of information to undertake this research are: 
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1. Thomson One investment banking. Thomson one – a product of Thomson-Reuters- is one is a 

specialized platform for research in mergers deals, private equity funds, venture capital, and 

ownership data (Need subscription to one license). 

2. Datastream & Wordscope. Thomson-Reuters products. 

3. Bloomberg platform (active subscription). 

4. Global Financial Data (active subscription) 

5. Economatica. This database specializes in corporate information in Latin America. On the 

qualitative information, Economatica provides ownership information, ordinary shares and non-

voting shares. 

6. Companies annual reports (Internet based) and web-pages and regulatory bodies (i.e. CNV 

(Argentina), CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and  

CVS (Brazil)). Companies websites, news websites, University websites, LinkedIn. 

7. Compustat - Global 

 

The list of directors of each firm was collected from Thomson One. From this source we had the name 

of the director, the initial date and final date of the appointment. All the detailed director information 

(biography) was hand-collected creating a director-firm unbalanced panel with 7316 observations. 

Table A2-Panel A shows summary statistics for this panel of directors. All the bio information was 

analyzed case by case creating a variable for each director in order to represent each characteristic. 

Table A2 –Panel A shows the description of the directors´ characteristics. It was not possible to collect 

the complete data of all directors1 causing the panel to be unbalanced. Because the information was 

retrieved at 2012, all the variables and most of the information are the characteristics (as a stock) that 

                                                 
1 Some directors have very limited public information while others have very common names that made very difficult to 

identify. 
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each director had at that moment, not necessarily at the moment when they were appointed. This is not 

important for time invariant characteristics such as gender or being a foreigner, nonetheless, it adds 

uncertainty for the time variant features such as education and background2. 

In order to disentangle the time board variation, we construct an initial setting of board-year panel 

including the directorship of each member for each year they were appointed. We decided to keep a 

director in a certain year, if s/he was appointed for at least half of that year. This is important to keep 

consistency with the size of the board, especially when there is a turnover of a board member and it 

would appear that more directors were participating in that year. We corroborated this board 

conformation with annual reports of the firms. The result was an unbalanced panel of 53107 director-

firm-year observations. Summary statistics can be seen in Table A2-Panel B. 

This panel of director-firm-year observations was transformed into a firm-year panel by adding the 

variables corresponding to each characteristic of board members per year for each firm. The 

transformation considers all the directors in that year and would carry a downward biased because of 

the missing information at the director level. This means that each variable corresponding to a 

biographical characteristic of board members is a minimum for that year. 

For the financial information, our main source was Datastream, however we also collected information 

from other data providers to fill out missing or non-coherent information. We constructed some 

relevant financial variables at a year level. Table A3 –Panel A shows the description of the financial 

variables and other relevant variables. 

 

Table 1 presents the summary statistics for the complete panel. Panel A, shows the structural variables 

of the board. Boards have in average 10 board members, 18% of the observations presents CEO-COB 

                                                 
2e.g. We cannot be sure that a director obtained his MBA degree prior, during or after his appointment at a specific firm. 
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duality. There is a clear distinction between outside directors (77%) and independent directors (12%). 

Female participation is around 7% for the full sample. Panel B presents the statistics for education. The 

proportion of Directors that have undergraduate studies related with business3 is 28%, 9% law and 19% 

other studies. The mean ratio of directors with master on a board is 24%, and with PhD is 5% and only 

1% of the boards are formed with directors that have studies abroad. Panel C shows the background 

and experience variables and some financial variables of the firm 5% of the board members had a high 

profile in the public sector, 31% have CEO experience, and 24% are foreigners.  

 

Trends in board independence 

There is some evidence of the change in the size and the proportion of outsiders in board of directors 

(Linck et al. 2008). Although, there are very few studies about trends of board independence in markets 

besides the U.S. and Europe, and no evidence in the topic for Latin America. 

We have found that for firms in Latin America, there has been a decreasing on board size and an 

increasing trend of the inclusion of independent directors. The top line of Figure A1-A is the trend of 

board size normalized by the mean of the sample (i.e 9.89). 

[INSERT FIGURE 1 HERE] 

 A better look can be observed in Figure 1 where is clear the increasing trend of the independent ratio, 

and the decreasing board size in now normalized to at 10th of the mean of the sample4. Regulation in 

each country might have influenced this trend although it is observable before the regulations took 

place and it is consistent throughout the time span of the sample.  Figure 1 also shows a steady trend 

on female directors in the sample. 

                                                 
3 As business related we included business administration, accounting, economics, finance, management, marketing and 

industrial engineering. 
4The scaling factor was introduce to have better visual comparisons 
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METHODOLOGY 

The following equations represent the model for both independent ratio and board structure: 

𝑅 − 𝐼𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡 =∝ +𝛽1𝐶𝐸𝑂𝐶𝑂𝐵 + 𝛽2𝑆𝑖𝑧𝑒 + 𝛽3𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 + +𝛽4𝑁𝑓𝑐𝑓 +

+𝛽5𝑇𝑜𝑏𝑖𝑛´𝑠 𝑄𝜸1𝑩𝑪𝒉𝒂𝒓𝒂𝒄𝒕𝒆𝒓𝒊𝒔𝒕𝒊𝒄 + 𝜸2𝑩𝑬𝒅𝒖𝒄𝒂𝒕𝒊𝒐𝒏 + 𝜸3𝑩𝑬𝒙𝒑𝒆𝒓𝒊𝒆𝒏𝒄𝒆 + 𝜹𝑶𝒘𝒏𝒆𝒓𝒔𝒉𝒊𝒑 +

𝑪𝒐𝒖𝒏𝒕𝒓𝒚 𝒄𝒐𝒏𝒕𝒓𝒐𝒍𝒔 + 𝐹𝑖𝑟𝑚 𝑑𝑢𝑚𝑚𝑖𝑒𝑠     (1) 

Where  

𝐶𝐸𝑂𝐶𝑂𝐵 = dummy variable that is 1 when the COB is the same CEO, and o otherwise 

𝑆𝑖𝑧𝑒 = Log (Total assets) 

𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 = Total liabilities / Total assets 

𝑁𝑓𝑐𝑓 = Free cash flow / Total assets 

𝑇𝑜𝑏𝑖𝑛´𝑠 𝑄 = Is the proxy for Tobin´s Q calculated as Market value / Book Value. 

𝑩_𝑪𝒉𝒂𝒓𝒂𝒄𝒕𝒆𝒓𝒊𝒔𝒕𝒊𝒄: Vector with characteristics of directors such as female ratio, participation of 

foreigners, age, among other. The complete list of variables can be observed in the annex panel A 

𝑩_𝑬𝒅𝒖𝒄𝒂𝒕𝒊𝒐𝒏: Vector with variables of education of board members. The complete list of variables 

can be observed in Table 3 

𝑩_𝑬𝒙𝒑𝒆𝒓𝒊𝒆𝒏𝒄𝒆: Vector with variables of directors’ experience information. The complete list of 

variables can be observed in Table 3 

𝜹𝑶𝒘𝒏𝒆𝒓𝒔𝒉𝒊𝒑 : Variables that indicate the distribution or concentration of ownership. 
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𝑪𝒐𝒖𝒏𝒕𝒓𝒚 𝒄𝒐𝒏𝒕𝒓𝒐𝒍𝒔 : is a list of quantitative variables at country-year level that specifies variation 

between countries for the studied period. 

Initially the estimations are on panel data analysis running OLS regression, with robust standard errors, 

to control the possible heteroskedasticity, firm dummies and year fixed effects. As the ratio of 

independent directors is a variable that always has values between 0 and 1, we could interpret this 

model as a linear probability model where the coefficients could be interpreted as the determinants of 

the probability of having more independent directors con the board.  

Estimations for board Independency and education 

In order to test Hypothesis 1, Table 2 reports the results from estimating equation 1 with variations in 

the board education vector. In the regression the dummy variable indicating a CEO-COB duality is 

non-significantly different form zero. This could be interpreted as an inexistence relation between the 

proportion of independent directrors and the situation when the CEO has more power giving evidence 

to the idea that independent directors are not a moderating factor to the CEO. Size, normalized free 

cash flow, and tobin´s Q, are positive and significant while leverage has negative and significant 

coefficient. The only significant experience variable that could be found is the experience in the public 

sector that resulted with a positive coefficient. Other specifications with CEO experience and founder 

experience were tested in the regression (not reported) with no significant results. In the first column, 

the regression results show that the ratio of directors with undergraduate studies related to business is 

positive and significant at 5% level with a coefficient of 0.075. Column 2 shows the same situation for 

undergraduate studies of law, this time the coefficient is larger (0.148) and the significance is at 1%, 

column 3 for master studies abroad and column 4 for master degrees related to business in these cases 

the coefficient is 0.094 it is significant at 5% level. We observe that business and law studies are factors 



95  
 

that might drive the appointment of independent directors. Also, foreign studies and directors with a 

high profile background in the public sectors also be related to the inclusion of independent directors. 

 

[INSERT HERE TABLE 2] 

 

The estimation cannot allow us to claim a causal effect, although is it reasonable to think that causality 

might apply in both directions. This could be understood, for example, as a board with a high proportion 

of members with public sector experience or a lawyer might prefer to include a higher proportion of 

independent members. On the other way, the appointment of independent directors is preferred for 

persons with a high profile in the public sector or with studies in law. The results are evidence that 

independency of the board is influenced or at least related with the education of directors and at their 

experience in the public sector.  

 

Estimations for board Independency and ownership structure 

In order to test Hypothesis 2, Table 3 reports the results of the regression following equation 1 for 

different ownership variables.The financial variables follow the same pattern than in Table 1, the same 

situation is observed with the CEO-COB duality with no significance. The ratio of directors with 

experience in the public sector is again positive and significant at 5% level. The selected country-year 

level controls are all significant; business freedom and fiscal freedom are positive, and financial 

freedom is negative. We included two educational variables: the proportion of directors with undergrad 

studies related to business and the proportion of directors with law undergrad studies that we have 

analyzed in Table 1. Both educational variables are significant at 1% level and have positive 

coefficients. The initial specification (column 1) includes as the percentage the ownership of the second 

largest shareholder (sh2). The interesting result is that the coefficient is negative and significant. This 
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suggests that if the participation of the second largest shareholder increases, there is a smaller quota of 

independent directors on the board. Our explanation follows the idea that independent directors in Latin 

America have the duty to monitor the firm on behalf of non-controlling shareholders; not necessarily 

monitor the CEO. Thus when sh2 is small, sh1 is larger and more independent directors are needed. In 

other words, when sh2 is large the ratio of independent directors is smaller because this second 

shareholder has the incentive to monitor directly the CEO and the management and has the enough 

power to be a counterpart for the largest shareholder. Consequently, the relation between the first and 

the second shareholder would be important to understand the presence of independent directors in the 

board. The second specification (column 2) tries to explore the latter idea introducing the contestability 

index of 2nd to 1st largest shareholder. The coefficient is negative and significant at 5% level. This 

supports the idea that if there is a larger power of contest from the 2nd to the 1st shareholder, there is 

lesser need to have independent directors on the board. Column 3 specifies a similar regression but it 

uses the contestability index of the 3rd to the 2nd largest shareholder. The result is a positive and 

significant coefficient at a 10% level. This could be interpreted in two ways. One is that the 3rd largest 

shareholder can observe a possible coalition between the 1st and the 2nd shareholders so more board 

independency is preferred, or if the 3rd shareholder has a small stake of ownership, he relies on the 2nd 

shareholder and, as a free-rider, he leaves the control of the 1st to the 2nd shareholder. Column 4 adds 

a dummy variable for widely held by a block holder (i.e. 1st largest shareholder) and the result shows 

a positive and significant coefficient at 10% level. This could be interpreted as if a controlling 

shareholder is present, there is larger probability to have independent directors on the board while if 

the contestability by the 2nd largest shareholder grows there is less chance to have independent 

directors. Finally column five shows a specification that includes the modified Herfindahl index 

excluding the participation of the 1st shareholder. The coefficient is negative, having a similar 

interpretation to the contestability index of the 2nd to the 1st shareholder. Other non-reported regressions 
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that included as independent variable the proportion of female directors showed no relation between 

the proportion of independent directors and the female participation on the board, suggesting that 

women do not have a special role when it comes to independent directors. 

 

[INSERT TABLE 3 HERE] 

 

 

Estimations for the effect of regulation on board Independency  

The third hypothesis is tested using a dummy variable, reform, that has the value of 1 if the 

observation is one year or later after the reform was established, and zero otherwise. This variable 

is specific for each country and corresponds to a post variable that is activated after the reform was 

implemented for each country. Results can be observed in Table 4. The specification for the 

estimation about the regulation effect discards the ceocob dummy variable because it was 

consistently not significant; although it includes the financial variables having Tobin´s Q 

previously significant and this specification resulted as not significant. Also the variables size, 

leverage, and N-fcf, are significant and present the same sign as previous specifications. In column 

1 the ratio for public sector experience is large and positive as before. The educational variables 

exhibit very similar results than the previous models and the reform dummy variable has a positive 

and largely significant coefficient. This could indicate that the reform had a direct and positive 

impact on the proportion of independent directors on the board. Like in the previous models, this 

is not enough evidence to indicate that the reform had a true impact on the proportion of 

independent directors on public firms. Hence, in order to explore causality we use a difference-in-

difference approach. Consequently, we analyze the regulatory development for each country and 
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we noticed an important difference of Brazilian regulation compared with other countries 

regulation. In Brazil there was no regulatory obligation to include independent directors and just 

until 2011 with Novo Mercado, there was a voluntary standard that indicated a minimum of 20% 

of independent directors. As been voluntary and implemented after 2012, in timeframe we could 

use Brazilian firms as the control group or as not treated firms by a reform. If we look at the trends 

of the ratio of independent directors (Figure B2A), we cannot declare that firms of the other 

countries, besides Chile, had the same behavior regarding independent directors. Figure 2 shows 

evidence that Chile and Brazil shared a very similar fashion. These two countries shared the same 

trend on the ratio of independent directors but with a shift of the two year difference in the year of 

their reforms. 

Column 2  of Table 4, shows the result of the exact same specification of column 1 but just for 

Chile and Brazil. This specification results indicate that the reform variable is positive and 

significant suggesting a positive effect of the reform on the proportion of independent directors. 

Column 3 is the model for the diff-in-diff analysis. Two dummy variables were added to the model, 

a treatment dummy variable that is 0 if the firm is from Brazil (no obligatory regulation) and is 1 

for firms in other countries, and a combination of the effects (i.e. reform x treatment) that is exactly 

the diff-in-diff coefficient. The diff-in-diff is positive and significant. The direct measurement of 

the effect of the reform for Chile and Brazil (column 2) the is 1.4%, it is barely under-estimated if 

we compare it with the 1,6% of the diff-in-diff coefficient. Despite the difference is not large, the 

treatment dummy, pre-post dummy and the diff-in-diff coefficient are all positive and significant. 

Trying to extend this result to other countries besides Chile, Column 4 shows the same last 

regression but for all countries. In this specification the reform, the treatment and the diff-in-diff 

coefficients are positive and significant. It is important to clarify that this specification of Column 
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4 cannot be taken as a causal evidence because not all countries exhibit the same parallel trends as 

Brazil which is the control group.  

[INSERT TABLE 4 HERE] 

 

 

Column 5 uses a different dependent variable, the nominal growth of the independent ratio, (i.e. 

𝐷 𝑟 − 𝑖𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡 = 𝑟 𝑖𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛 (𝑡) − 𝑟 𝑖𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛 (𝑡 − 1). For this last specification the 

diff-in-diff variable and the reform variable are significant while treatment variable is not 

statistically significant. 

The resulting analysis of table 4 points that the reform was effective to generate an increment in 

the proportion of independent directors, and the case of Chile the true effect was around a 1.6% 

increase. The estimation for the complete sample indicates a significant coefficient for the diff-in-

diff estimator that could reflect the same causal effect, but it would be a forced conclusion since 

there is not enough evidence that Brazilian firms had a comparable trend in the independent ratio 

indicator than the other four countries. This is consistent with Lefort & Urzua 2007 for Chile, 

although we can claim causality. Another important result is that ownership, directors’ experience 

and directors’ studies in business were not a cause of increments of independent directors. Only 

the participation of lawyer has a significant impact on the proportion of independent directors. 

Thus, lawyers were a causal factor to comply with regulation that promotes the participation of 

independent directors. Also we can interpret that the higher participation of directos with business 

studies and experience in the public sector were not a cause but a consequence of the reform. 
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Robustness checks 

Mean difference analysis 

We have considered in our analysis the comparisons of means of the independence director ratio 

for Brazil and Chile. Table 5 – Panel A shows the pre-reform means of both countries. There is no 

evidence that could show that the means were different for those countries before the reform. Panel 

B shows a similar result but for the change in the mean (the trend of the participation of independent 

directors). This could be interpreted as the slope of the trend that is shown in Figure B2A and the 

most important in the diff-in-diff analysis. Finally, Panel C shows the difference in the change of 

the ratio of independent directors (slope) in 2009 for the untreated country (Brazil) with an average 

of increment of 0.00238 in the mean of r-independent while the treated country (Chile) had in 

average an increment of 0.01435. This difference is statistically different at 0.1% level of 

significance.  

 

[INSERT Table 5 HERE] 

 

The former analysis shows evidence that previously the reform, Brazil and Chile had a very similar 

tendency concerning the participation of independent directors. Then, when Chile implemented the 

reform, there was a significant increment of proportion of independent directors compared to the 

Brazil (untreated) that did not have their reform at that time.   

 

Estimations for the determinants of independent directors using Probit and Logit 

In order to have a more robust analysis we include a categorical variable that indicates if the firm 

has at least one independent director. This is a variable that is 0 or 1 when the firm does not have 

independent members or it does. 
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Table 6 shows the result of the marginal effects of the regression with this independent board 

dummy variable as the dependent variable.  Columns 1 and 3 are for the complete sample in the 

six countries, and columns 2 and 4 are for the subset of Brazil and Chile 

 

[INSERT TABLE 6 HERE] 

 

 

The control variables size, N-fcf and tobin´s Q present the same sign and similar significance from the 

previous models for the marginal effects. The coefficients of leverage and public sector experience are 

not statistically different from zero. The control variables for country-year exhibit similar results than 

previous models. For academic background variables, in the cases of the hole sample they present the 

expected and observed results. Nevertheless, for the subsample the coefficient of the ratio of directors 

with undergrad studies in law is negative and significant. This might be due to some heterogeneity of 

the sample for Chile and Brazil. The ownership variable of widely held dummy is positive and 

significant for all specifications as expected. The variable of interest that analyze the true effect of the 

reform (i.e. reform x treatment) is, in both cases (columns 2 and 4), positive and significant. This is a 

confirmation for the positive casual effect of the reform on the proportion of independent directors. 

Table 7 replicates the same econometric strategy but this time  using the time variation by the 

analysis with panel probit and panel logit.  

All the results are consistent and the coefficient of the diff-in-diff is positive and strongly significant 

indicating that the reform had a real positive effect on the inclusion of independent directors. In this 

case of time variation, the coefficient is much larger than the analysis where the probit and logit 

regression were pooled for all years. 
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[INSERT TABLE 7 HERE] 

 

Reform effect on firm value 

The discussion on the effects of the reform cannot be complete if no analysis is done on the effect 

of the reform on the value of the firm. Following the literature, we have assumed that the 

independent director ratio is a determinant or at least is related with firm value. The expected effect 

of the reform was to have better governance, better protection for minority shareholders and 

consequently a better performance of the firm. 

 

Table 8 column 1 shows the result of a regression with Tobin´s Q as a dependant variable. 

The following equations represent the model where the effect of the reform is analyzed following 

the same diff-in-diff technique as in previous tables: 

𝑇𝑜𝑏𝑖𝑛´𝑠 𝑄 =∝ +𝛽1 𝑅 − 𝐼𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡 + 𝛽2𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 + 𝛽3𝑇𝑎𝑛𝑔𝑖𝑏𝑖𝑙𝑖𝑡𝑦 + 𝜸1𝑩𝑪𝒉𝒂𝒓𝒂𝒄𝒕𝒆𝒓𝒊𝒔𝒕𝒊𝒄 +

𝜸2𝑩𝑬𝒅𝒖𝒄𝒂𝒕𝒊𝒐𝒏 + 𝑪𝒐𝒏𝒕𝒓𝒚 𝒄𝒐𝒏𝒕𝒓𝒐𝒍𝒔 + 𝑭𝒊𝒓𝒎 𝑫𝒖𝒎𝒎𝒊𝒆𝒔 + 𝑟𝑒𝑓𝑜𝑟𝑚 + 𝑡𝑟𝑒𝑎𝑡 + 𝑟𝑒𝑓𝑜𝑟𝑚 ×

𝑡𝑟𝑒𝑎𝑡   (2) 

Where 

𝑇𝑜𝑏𝑖𝑛´𝑠 𝑄 = Is the proxy for Tobin´s Q calculated as Market value / Book Value. 

𝑅 − 𝐼𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡 : Is the number of independent directors / board size 

𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 = Total liabilities / Total assets 

𝑇𝑎𝑛𝑔𝑖𝑏𝑖𝑙𝑖𝑡𝑦 = Is tangible assets (Property, plant and equipment) / total assets 

𝑁𝑓𝑐𝑓 = Free cash flow / Total assets 
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𝑩_𝑪𝒉𝒂𝒓𝒂𝒄𝒕𝒆𝒓𝒊𝒔𝒕𝒊𝒄: Vector with characteristics of directors such as female ratio, participation of 

foreigners, age, among other.  

𝑪𝒐𝒏𝒕𝒓𝒚 𝒄𝒐𝒏𝒕𝒓𝒐𝒍𝒔 : is a list of quantitative variables at country-year level that specifies variation 

between countries for the studied period. 

𝑭𝒊𝒓𝒎 𝒅𝒖𝒎𝒎𝒊𝒆𝒔 : is the vector with firm dummies to include the firm fixed effects 

𝑟𝑒𝑓𝑜𝑟𝑚 : is 1 if the observation is one year after o later that the reform 

𝑡𝑟𝑒𝑎𝑡 : is 0 if the observation is in Brazil, and 1 if it is in other country 

𝑟𝑒𝑓𝑜𝑟𝑚 × 𝑡𝑟𝑒𝑎𝑡: is the diff-in-diff coefficient 

 

 

[INSERT TABLE 8 HERE] 

 

The diff-in-diff coefficient for all specification is positive and significant. Column 1 shows the results 

of the general regression of Tobin´s as dependent variable, and controls commonly used in the 

literature; this is a standard model to analyze the relation with tobin´s q. The significance of the ratio 

of independent directors is at 1% level. Column 2 is the exact same regression but for Chile and Brazil, 

reason why the number of observation drops just over half of the complete sample. The signs of the 

coefficients of the regressors do not change and the coefficient for the r-independent is very similar to 

the general regression although the significance is now at 10% level. Column 3 displays the result for 

the complete sample including the dummy variable reform that indicates if the firm was in a country 

that had implemented a corporate governance reform. The coefficient is 0.139 and significant at 10% 

level. This shows that the reforms had a relation with Tobin´s Q and might have had a direct impact on 

the value of firms, although this is not enough evidence to claim causality. Column 4 is the regression 
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for the analysis using diff-in-diff with Brazil as the control group for Chile. The result is conclusive. 

The coefficient of is positive with value of 1,8% and it has a 1% level of significance. This shows that 

the reform not only had an impact on the ratio of independent directors but, furthermore, it had a 

positive impact on the valuation of firms. The standard errors are clustered at country level because the 

treatment is at that level. Column 5 is the same diff-in-diff analysis including observation for all six 

countries. The diff-in-diff coefficient is again positive and significant but as explained before, the 

interpretation of this coefficient cannot be an argument in causal sense. 

 

 

 

 

CONCLUSION 

The benefits of independent directors are nowadays accepted for developed and emerging markets. 

Nevertheless the concept of directors´ independency in Latin America has a more specific definition 

than in other markets; a separation of the controlling group is the general mandate to be considered for 

an independent director. The reason for this is beacause the role of independent directors includes 

monitoring the controlling shareholder in an ownership concentrated environment. The traditional role 

of independent directors to control the CEO is assumed by the controlling shareholder who can very 

easily replace the CEO. In the past decade, regulation towards the increment of independent directors 

and disclosure of corporate governance practices has occurred in Latin America. However, this 

regulation specified independence from the controlling group. The effect was an increment in the ratio 

of independent directors and consequently a positive effect in the value of firms after the 

implementation of the reform. The ownership of the second largest shareholder has a moderating effect 
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on the independent ratio, while a widelyheld situation promotes the participation of independent 

directors. Furthermore, directors who have studied law had a positive influence on the compliance of 

the regulation. 

 There are several questions that arise based on these findings. First, how do firms adjusted the boards 

to comply with the regulation? This is not generalizable for the countries in our sample because each 

regulation determined a different requisite to be obeyed. Firms could add a new member to the board 

increasing its size and diluting the power of each director as an individual, or substituting a non-

independent member of the board. The next question for that second case is: what was the criterion to 

select the director that must leave the board? In both cases the increment in independence ratio implied 

that new members must join the board.  Some information regarding the characteristics of independent 

members has been studied. We could prove how the participation of lawyers as board members 

influence the selection of independent directors after the regulation is imposed, and we can say that 

there is a positive relation between the ratio of independent directors and public sector experience, 

undergraduate studies in business and law. Exploring who is appointed and who leaves the board in 

order to comply with a regulation would be an interesting academic exploration. 

Also, because the influence of the ownership structure is present, the participation of institucional 

investors and the results of mergers and acquisitions can be intersing questions for future research. 
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FIGURES 

Figure 2- 1 Trends for Board Size, Independent Ratio and Female Participation 

 

This figure presents the trendf for some structure variables of the board of directors. The ratio of 

independent directors is normalized to a 10th of the mean (i.e 0.1 = the mean of board size = 9.89). 

The graph is for the complete firm-year panel observations for six countries (Argentina, Brazil, Chile, 

Colombia, Mexico and Peru) during 12 year period (2001 – 2012). Sources: Thomson One 

investment banking. Datastream & Wordscope, Bloomberg,  

 

 

 

 

  

.0
6

.0
8

.1
.1

2
.1

4
.1

6

2000 2005 2010 2015
year

(mean) rindependent (mean) rfemale

Nboardsize

Structure Variables

Figure 1



110  
 

 

FIGURE 2. 

Figure 2- 2 Parallel Trends 

This figure presents the trends of the independent ratio for Brazil and Chile. The lines are shifted 

because the reform in Chile happened two years before than in Brazil. Both lines follows the same 

trend and is an evidence of parallel trends. 
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Tabla 2- 1 Summary statistics 

This table presents the summary statistics for the complete firm-year (and Board-year) panel 

observations for six countries (Argentina, Brazil, Chile, Colombia, Mexico and Peru) during 12 year 

period (2001 – 2012). Sources: Thomson One investment banking. Datastream & Wordscope, 

Bloomberg, Global Financial Data (active subscription), Economatica.  Companies annual reports, 

web-pages of regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), SFIN 

(Colombia), BVM (Mexico), BOVESPA and CVS (Brazil)). Companies websites, news websites, 

University websites, LinkedIn. Compustat - Global 
 

TABLE 1. Summary statistics 
 

    

PANEL  A -  Characteristics of Tobin´s Q and the structure the board  
 

  

  Board Size Independent 
R-

independ R- outsider R- women CEO - COB mean age 

N 5249 5259 5249 5249 5249 5249 2795 

Min 1.00 0 0 0 0 0 25 

Max 35.00 15 1 1.00 1.00 3.00 83.5 

Mean 9.89 1.35 0.12 0.77 0.07 0.18 52.51 

Median 9.00 0.00 0.00 0.86 0.00 0.00 52.50 

Std. Dev 4.96 2.18 0.18 0.26 0.12 0.42 8.34 
 

       

PANEL B   -  Education of  board 
members 

 
    

  
R- business 
undergrad 

R- law  
undergrad 

R- other 
undergrad R- master R- Ph.D. 

R- business 
master 

R- study 
abroad 

Min 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Max 1.00 0.75 1.00 1.00 0.90 1.00 0.33 

Mean 0.28 0.09 0.19 0.24 0.05 0.16 0.01 

Median 0.27 0.00 0.14 0.14 0.00 0.11 0.00 

Std. Dev 0.22 0.13 0.19 0.28 0.11 0.19 0.03 
 

       

PANEL  C -Experience of  board members /  Financial variables 
 

  

  
R-public  

sector exp 
R- ceo 

experience 
R- Foreign 

directors Size Leverage 
Normalized 

FCF Tobin´s Q 

N 4943 4946 5249 5139 5081 5001 4969 

Min 0.00 0.00 0.00 -6.57 0.00 -1.23 0.08 

Max 0.75 1.00 1.00 12.68 5.98 3.40 8.46 

Mean 0.04 0.31 0.24 6.04 0.48 0.09 1.26 

Median 0.00 0.29 0.17 6.02 0.48 0.08 1.07 

Std. Dev 0.09 0.26 0.25 1.89 0.23 0.15 0.74 
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Tabla 2- 2 Regression of Independent Ratio and Education 

Estimation of the relation of independent directors and educational characteristics of board members. 

The first column includes the participation of directors with business undergraduate studies, the second 

the proportion of lawyers, the third, the proportion of directors with master studies abroad, and the 

forth, the proportion of directors with master studies. 

Table 2.  Regression of the relation between independence and education- (Fixed 
Effects) 

Dependent Variable:  Independent Ratio 

Variables   
Business 

Undergraduate 
Law 

Undergraduate 
Master Abroad 

Business Master 

      

ceocob  0.002 0.003 0.003 0.002 

Size   0.038*** 0.039*** 0.038*** 0.038***   

leverage  -0.033*    -0.034*   -0.032*   -0.033*       

N fcf  0.032**   0.032**   0.035**   0.036**    

Tobin´s Q  0.009*** 0.010*** 0.009*** 0.009***   

R-public sector exp  0.160*** 0.173*** 0.178*** 0.154**     

Business freedom  0.002*** 0.001*** 0.002*** 0.002***   

Fiscal freedom  0.001**   0.001*** 0.001*** 0.001***   

Financial freedom  -0.001*** -0.001*** -0.001*** -0.001***   

Inflation  -0.001**   -0.001** -0.001** -0.001**    

R-business underg  0.075**                      

R-law underg   0.148***                   

R-abroad master    0.094**                  

R-business master     0.094**    

_cons  -0.249*** -0.248*** -0.243*** -0.246***   

Regression statistics     

N  4570 4570 4570 4570 

Adjusted R²  0.181 0.185 0.181 0.181 

Log - Likelihood  6546.127 6557.417 6546.634 6546.299 

Hausman Test p-value  0.000 0.000 0.000 0.000 

Firm fixed - effects  Yes Yes Yes Yes 

Year  fixed - effects   Yes Yes Yes Yes 

   Legend: p<.1*  p<.05**  p<.01*** 
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Tabla 2- 3 Regression of Independent Ratio and Ownership Structure 

Results of the regression on ownership variables, sh2 is the proportion of ownership of the second 

largest shareholder (Column1), the contestability index is included in the second specification (Column 

2), the contest of the 3rd to the 2nd (Column 3), the dummy of widelyheld (Column 4) and the herfildahl 

index (Column 5) 

Table 3.  Regression of the relation between independence and ownership structure- (Fixed 
Effects) 

Dependent Variable:  Independent Ratio   

Variables   (1)  (2)  (3)  (4)  (5)  

       

ceocob  0.003 0.003 0.001 0.002 0.003 

size  0.038*** 0.038*** 0.038*** 0.038*** 0.038*** 

leverage  -0.030* -0.028* -0.031* -0.043** -0.030* 

N fcf  0.035*** 0.036*** 0.035*** 0.036*** 0.035*** 

Tobin´s Q  0.007** 0.007** 0.008** 0.007* 0.007** 

R-public sector exp  0.145** 0.145** 0.146** 0.133** 0.144** 

Business freedom  0.001*** 0.001*** 0.001*** 0.001*** 0.001*** 

Fiscal freedom  0.001*** 0.001*** 0.001*** 0.001*** 0.001*** 

Financial freedom  -0.001*** -0.001*** -0.001*** -0.001*** -0.001*** 

Inflation  -0.001** -0.001* -0.001* -0.001* -0.001** 

R-business underg  0.096*** 0.094*** 0.105*** 0.099*** 0.096*** 

R-law underg  0.197*** 0.198*** 0.204*** 0.196*** 0.196*** 

sh 2  -6.385*     

contest_index_2to1   -0.030**  -0.032**  

contest 3to2    0.020*   

bh_widelyheld_dummy   0.043*  

ssherfindahl      -0.137* 

_cons  -0.276*** -0.278*** -0.298*** -0.269*** -0.279*** 

Regression statistics      

N  4510 4510 4470 4460 4510 

Adjusted R²  0.217 0.219 0.22 0.226 0.216 

Log - Likelihood  6475.972 6482.608 6408.318 6454.228 6474.915 

Hausman Test p-value  0.000 0.000 0.000 0.000 0.000 

Firm fixed - effects  Yes Yes Yes Yes Yes 

Year  fixed - effects   Yes Yes Yes Yes Yes 

    Legend: p<.1*  p<.05**  p<.01*** 
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Tabla 2- 4 Regression of Independent Ratio and Education 

Results of the specification considering the effects of the reforms on the studied countries. There is a 

difference in difference model where a dummy variable of reform is introduced that is activated two 

years after the reform is sanctioned. The control group consists of the firms from Brazil and is modeled 

with treatment variable that has a value of 0 for Brazil and 1 for the firms of the rest of the countries. 

Columns 2 and 3 consider only Chile as the treated group and Brazil and the control group. 

 

Table 4.  Regression of the effect of the reform- (Fixed Effects)     

Dependent Variable: 
 

Independent Ratio 
D r-
independent 

Variables   
(1)  (2)  (3)  (4)  (5)  

       

size  0.026*** 0.015*** 0.014*** 0.023*** 0.001*     

leverage  -0.030* -0.021** -0.021** -0.028*** -0.007**    

N fcf  0.032*** 0.002 0.003 0.030* 0.008**    

Tobin´s Q  0.007** 0.005 0.005 0.006 0.002 

R-public sector exp  0.126** 0.028 0.031 0.122 0.011 

Business freedom  0.001*** 0 0 0.001*** 0 

Fiscal freedom  0.001** -0.000*** -0.000*** 0 -0.000***   

Financial freedom  -0.001*** 0 0 0 0.000*     

R-business underg  -0.001*** 0.066 0.067 0.091*** 0.003 

R-law underg  0.088*** 0.063** 0.063** 0.176*** 0.015**    

bh_widelyheld_dummy 0.169*** 0.022 0.022 0.049** 0.013*     

reform (pre-post)  0.047** 0.014* 0.005* 0.014*** -0.007***   

treatment  0.025***  -0.001* 0.092** -0.004 

reform x treatment    0.016*** 0.019*** 0.013***   

_cons  -0.174*** -0.065 -0.06 -0.206*** 0.012 

Regression statistics      

N  4558 2522 2522 4558 4214 

Adjusted R²  0.221 - - - - 

Log - Likelihood  6637.933 - - - - 

chi²  - - - - 94.416 

Hausman Test p-value  0.000 0.000 0.000 0.000 - 

Firm fixed - effects  Yes Yes Yes Yes Yes 

Year  fixed - effects   Yes Yes Yes Yes Yes 

   Legend: p<.1*  p<.05**  p<.01***  
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Tabla 2- 5 Mean Difference Analysis 

The table exhibits the result of a mean difference analysis between Brazil as a control group and 

Chile as a treated group. The treatment is the reform of independent director participation. 

           

 
Table 5. Mean difference analysis for Brazil and Chile   

Group 
 

Obs 
 

Mean Std Error 
 

Panel A -  Pre - Reform Means of the Ratio of Independent Directors 

Brazil 
 

1247 

 

0.04882 0.00301 

Chile 
 

829 

 

0.04554 0.00319 

Difference 
 

 
 

0.00328 0.00452 
 

Panel C -  Pre - Reform Change in the Means of the Ratio of Independent Directors 

Brazil 
 

1142 
 

0.00334 0.00071 

Chile 
 

690 
 

0.00325 0.00075 

Difference 
 

 
 

0.00010 0.00104 
 

Panel C -  Change in the Means of the Ratio of Independent Directors in 2009 

Untreated (Brazil) 
 

127 

 

0.00238 0.00250 

Treated (Chile) 
 

104 

 

0.01435 0.00406 

Difference 
 

 
 

-0.0120**** 0.00460 
           
 

 legend: 
 

p<.1*  p<.05**  p<.01***  p<.001**** 
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Tabla 2- 6 Determinants of Independent directors – Probit and Logit models 

Results of the marginal effects of the probit models (Columns 1 and 3) and logit models (Columns 2 

and 4). The dependent variable is a dummy variable that is activated (value=1) when a firm has at 

least one independent director. 

Table 6. Determinants of independent directors (probit and logit)   

Dependent Variable: 
 

Independent Dummy 

   Probit  Logit  Probit  Logit  

Variables 
     

size 
 

0.133*** 0.161*** 0.219*** 0.272**    

leverage 
 

-0.154* -0.233* -0.239 -0.394 

N fcf 
 

0.616*** -0.149 1.070*** -0.345 

Tobin´s Q 
 

0.071** 0.323*** 0.110** 0.570***   

rpublicsectorexp 
 

0.494* 0.462 0.927* 0.714 

businessfreedom 
 

0.033*** 0.01 0.056*** 0.015 

Fiscalfreedom 
 

-0.033*** -0.012* -0.055*** -0.020***   

financialfreedom 
 

0.010*** 0.004 0.016*** 0.007***   

r-bus underg 
 

1.216*** 1.348*** 1.995*** 2.220**    

r-law underg 
 

0.901*** -2.071*** 1.471*** -3.706*     

bh_widelyheld_dummy 0.330*** 0.446** 0.554*** 0.753***   

reform (pre-post) 
 

0.414*** -0.107 0.689*** -0.214***   

Treatment 
 

 0.008 
 

-0.006 

reform x treatment 
 

 0.430*** 
 

0.780***   

_cons 
 

-2.005*** -2.171*** -3.233*** -3.593*     

Regression statistics 
 

    

N 
 

4558 2522 4558 2522 

Log - Likelihood 
 -

2637.275 
-
1259.144 

-
2638.649 -1262.101 

chi²   872.19 360.799 782.007 .      
 

  Legend: 
p<.1*  p<.05**  
p<.01*** 
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Tabla 2- 7 Determinants of Independent directors – Panel Probit and Panel Logit  

Results of the marginal effects of the Panel probit models (Columns 1 and 3) and Panel logit models 

(Columns 2 and 4). The dependent variable is a dummy variable that is activated (value=1) when a 

firm has at least one independent director. 

 

Table 7. Determinants of independent directors (panel probit and panel 
logit) 

Dependent Variable: 
 

Independent Dummy 

Variables   (1)  (2)  (3)  (4)  

 
     

size 
 

0.512*** 0.401*** 0.882*** 0.638*     

leverage 
 

-1.741*** -1.656** -3.219*** -2.663*     

N fcf 
 

1.055* 0.89 1.826* 1.673 

Tobin´s Q 
 

-0.012 -0.11 -0.1 -0.4 

rpublicsectorexp 
 

3.625** 2.746 7.946** 5.917 

businessfreedom 
 

0.008 -0.007 0.002 -0.024 

fiscalfreedom 
 

-0.008 -0.042** -0.021 -0.082**    

financialfreedom 
 

-0.009 0 -0.036** 0.008 

r-bus underg 
 

0.797* 0.77 0.672 0.911 

r-law underg 
 

2.569*** 1.894 4.678*** 4.65 

bh_widelyheld_dummy -0.227 0.147 -0.579 0.181 

reform (pre-post) 
 

1.002*** -0.716* 2.340*** -1.161 

treatment 
 

 -2.121*** 
 

0.013 

reform x treatment 
 

 2.942*** 
 

5.127***   

_cons 
 

-3.189*** -1.503 -6.706*** -8.352*     

Regression statistics 
 

    

N 
 

4558 2522 4558 2522 

Log - Likelihood 
 

-802.084 -376.11 -800.165 
-
372.198 

chi²   152.522 152.775 191.537 100.181 
 

  Legend: p<.1*  p<.05**  p<.01*** 
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Tabla 2- 8 Regression of the effects of the reform on firm performance  

 

Table 8.  Regression of the effect of the reform- (Fixed Effects) 
  

Dependent Variable: 
 

Tobin´s Q 
 

Variables   
(1)  (2)  (3)  (4)  (5)  

 
      

R-independent 
 

0.861*** 0.862* 0.551* 0.916** 0.558**    

leverage 
 

0.233** 0.144*** 0.201*** 0.179*** 0.180***   

tangibility 
 

-0.402*** -0.071* -0.272*** -0.097*** -0.258***   

ceocob 
 

-0.103** -0.075*** -0.086** -0.064*** -0.103***   

boardsize 
 

-0.026*** -0.012 -0.014** -0.012 -0.013**    

R-turnover 
 

0.470*** 0.312*** 0.377*** 0.313*** 0.356***   

R-turnover² 
 

-0.692*** -0.627*** -0.653*** -0.611*** -0.620***   

R-business underg 
 

0.041*** 0.015*** 0.028*** 0.019*** 0.024***   

Business freedom 
 

-0.002 -0.014*** -0.003 -0.017*** -0.003 

reform 
 

  0.139* -0.081*** 0.013 

treat 
 

   0.233*** -0.174 

DD 
 

   0.018*** 0.174*     

_cons 
 

1.466*** 2.243*** 1.370*** 2.289*** 1.540***   

Regression statistics 
 

    

N 
 

4902 2616 4902 2616 4902 

Adjusted R² 
 

0.046 
 

   

Log - Likelihood 
 

-3189.053 
 

   

Firm fixed - effects 
 

Yes Yes Yes Yes Yes 

Year  fixed - effects   Yes Yes Yes Yes Yes 
 

   Legend: p<.1*  p<.05**  p<.01*** 
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APPENDIX 

Figure B 1 Trends of principal variables 
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Trends of the principal variables and Tobin´s Q. Figure 1A (FA 1A) 

shows the plot of the structural variables. FA 1B shows the plot of 

educational variables. FA 1C, shows experience and background 

variables FA 1D, the time plot of financial control variables. Figure 

A 1E shows the time plot for Tobin´s Q for each country. 

Sources: Author´s calculation. Primary data from Thomson One 

investment banking. Datastream & Wordscope, Bloomberg, 

Global Financial Data, Economatica.  Companies annual reports, 

web-pages of regulatory bodies (i.e. CNV (Argentina), CONASEV 

(Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA 

and CVS (Brazil)). Company websites, news websites, University 

websites, LinkedIn. Compustat - Global 
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Figure B 2 Trends for the board structure variables 
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This figure shows the time plots of Board structural variables 

by country. Al ratios are calculated by size of the board. 

Figure 2A plots the ratio of independent directos, F2B, shows 

the trend of CEO COB duality, Figure 2C Board size, Figure 2D 

the ratio of directors turnover measured as the proportion of 

directors that leave the board. Figure 2E plots female 

participation. 

Sources: Author´s calculation. Primary data from Thomson 

One. Datastream & Wordscope, Companies annual reports, 

web-pages of regulatory bodies (i.e. CNV (Argentina), 

CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM 

(Mexico), BOVESPA and CVS (Brazil)). Companies websites, 

news websites, University websites, LinkedIn.  
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Figure B 3 Trends of Educational and Experience Variables of Board Members 
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Figure 3E

This figure shows the time plots of variables of education of 

board members by country. Al ratios are calculated by size of 

the board. Figure 3A shows the ratio of directors with 

business related undergraduated studies. F3B, shows the 

ratio of directors with law as undergraduated studies. F3C 

Ratio of directors with master studies abrod. F3D the ratio of 

directors with master studies in business or related fields, 

F3E ratio of directors with high profile experience in the 

public secto. 

Sources: Author´s calculation. Primary data from Thomson 

One., Companies annual reports, web-pages of regulatory 

bodies Companies websites, news websites, University 

websites, LinkedIn.  
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Figure B 4 Trends Ownership Variables for each Country 
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This figure shows the time plots of variables related with ownerships of firms by country. Figure 4A shows the proportion of 

ownership of the largest shareholder. F4B, shows the ratio of ownership of the second largest shareholder. F4C shows the 

contestability index between the 1st and the 2nd largest shareholders. F4D shows the contestability index between the 2nd and 

the 3rd largest shareholders. F4E shows the widely held dummy. F3F Shows Herfindahl Index.  Sources: Author´s calculation. 

Primary data from Thomson One., Companies annual reports, web-pages of regulatory bodies Companies websites, news 

websites, University websites, LinkedIn.  
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Figure B 5 Trends of Control Variables 
This figure shows the trends of the mean of some control variables by country. Figure 5A (FA 5A) shows the time plot of size of the firm 

measured by Log of total assets. FA 5B shows the plot of return of assets (ROA). FA 5C, presents the plot for tangibility FA 5D, presents 

the time plot for leverage firms measured by total liabilities / total assets. Sources: Author´s calculation. Primary data from Thomson One 

investment banking. Datastream & Wordscope, Bloomberg, Global Financial Data, Economatica.  Companies annual reports, web-pages 

of regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and CVS 

(Brazil)). Companies websites, news websites, University websites, LinkedIn. Compustat – Global 
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Table B-A 1 Database Construction 

This table shows how the firms were selected. Starting with all the listed firms from the six countries 

that were analyzed. We discarded financial institution, utilities companies, health sector, firms with 

low bursatility and market cap, and firms with poor information on the directors. 

                

Table A1.  
 

       

 ARGENTINA BRAZIL CHILE  COLOMBIA MEXICO PERU TOTAL 

TOTAL LISTED FIRMS 68 398 208 72 151 113 1010 

MINUS FINANCIAL 
INSTITUTIONS 

-11 -78 -41 -16 -33 -14 -193 

MINUS UTILITIES 
COMPANIES 

-17 -68 -26 -7 -1 -17 -136 

MINUS HEALTH SECTOR -1 -8 -4 -2 -2 0 -17 

MINUS VERY LOW 
BURSATILITY 

-3 -75 -12 -3 -29 -1 -123 

MINUS NON EXISTING 
INFORMATION OF 
COMPANY PEOPLE  

-6 -42 -20 -2 -21 0 -91 

        

TOTAL FIRMS 
DATABASE 

30 127 105 42 65 81 450 
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Table B-A 2 Descriptive Statistics 

Source: Thomson one, companies annual reports (Internet based) and web-pages and regulatory bodies, 

other internet sources. Author’s own calculations. This table presents summary statistics of the panel 

at director-firm level for the complete period from 2001 to 2012. Director with limited information are 

directors that we couldn´t find the complete set of characteristic. The information was gathered in 2012 

and 2013. 

    
 
           

Table A2.  

Panel A. Descriptive statistics of Director-Firm Panel for the period 2001 - 2012. 

  

Number of 
Directors 

Female 
Directors 

%  
Directors with 

limited 
information 

% 

Argentina  559 21 3.76%  204 36.49% 

Brazil  2191 213 9.72%  346 15.79% 

Chile  1496 55 3.68%  440 29.41% 

Colombia  543 56 10.31%  40 7.37% 

Mexico  1375 62 4.51%  312 22.69% 

Peru  1132 64 5.65%  202 17.84% 
        

Complete 
Panel 7296 471 6.46%   1544 21.16% 
        

Panel B. Descriptive statistics of the Director-Firm-Year Panel  (Directorship level)  
Period 2001 - 2012. 

  

Number of 
Directorships 

Female 
Directors 

%  
Directorships 
with limited 
information 

% 

Argentina  3779 126 3.33%  1112 29.43% 

Brazil  16199 1745 10.77%  2512 15.51% 

Chile  11260 350 3.11%  3308 29.38% 

Colombia  3464 307 8.86%  245 7.07% 

Mexico  11393 455 3.99%  2416 21.21% 

Peru  7012 342 4.88%  1041 14.85% 
        

Complete 
Panel 53107 3325 6.26%   10634 20.02% 
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Panel C. Descriptive statistics of the Firm-Year Panel  (Board level)  
Period 2001 - 2012.  (After all filters and corrections) 

  
Total Board 

Members 

Female 
Directors 

%  Firm-Year 
observations 

% 
(total) 

Argentina  3609 121 3.35%  324 6.35% 

Brazil  15670 1529 9.76%  1501 29.44% 

Chile  11156 350 3.14%  1222 23.97% 

Colombia  3220 288 8.94%  372 7.30% 

Mexico  10480 413 3.94%  772 15.14% 

Peru  6716 329 4.90%  908 17.81% 
        

Complete 
Panel 50851 3030 5.96%   5099 100.0% 
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Table B-A 3 Variables definition  

 

Variable name Name Definition Units Source Periodicity 

year Year Period 2001- 2012     Annual 

num_id Identificator  Firm identificator from 100 to 610       

ticker_bloomberg 
Ticker 
Bloomberg 

Identificator in Bloomberg database. Official identificator in the whole 
databases.  

  Bloomberg   

ticker_thomson 
Ticker 
Thomson 
One 

Identificator in ThomsonOne and WorldScope databases   Thomson Reuters   

dsmnemonic 
Nmemonic 
DataStream 

Identificator in DataStream databases   DataStream   

Country Country x={Argentina, Brasil, Chile, Colombia, México, Perú}       

Name Short Name         

legal_name Legal name Full name of company   
http://unstats.un.org/un
sd/cr/registry  

  

Ebitda 

Earnings 
Before 
Interest, 
Taxes and 
Depreciation 

EBITDA represent the earnings of a company before interest expense, 
income taxes and depreciation. It is calculated by taking the pretax income 
and adding back interest expense on debt and depreciation, depletion and 
amortization and subtracting interest capitalized. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

eqsh_out 
Common 
Shares 
Outstanding 

Represent the number of shares outstanding at the company's year end. It is 
the difference between issued shares and treasury shares. 

Milions of 
units 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

Fcf 
Free cash 
flow 

    

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

INDEX_year 
Average of 
market index 

Annual average of market index USD Bloomberg Daily 

http://unstats.un.org/unsd/cr/registry
http://unstats.un.org/unsd/cr/registry
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int_exp 
Interest 
expense on 
debt 

Represents the service charge for the use of capital before the reduction for 
interest capitalized. If interest expense is reported net of interest income, 
and interest income cannot be found the net figure is shown. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

leverage Leverage The ratio of total liabilities to total assets 
Ratio from 
0 to 1 

Own estimations Annual 

leverage_1 
Lag of 
leverage 

Lag of leverage   Own estimations Annual 

lt_borrow 
Total Long 
Term Debt 

Represents all interest bearing financial obligations, excluding amounts due 
within one year. It is shown net of premium or discount. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

naics1 ISIC 1 
International Standard Industrial Classification of All Economic Activities, 
Rev.3.1 

  
http://unstats.un.org/un
sd/cr/registry/regcst.asp
?Cl=17&Top=2&Lg=3  

  

naics4 ISIC 3 
International Standard Industrial Classification of All Economic Activities, 
Rev.3.1 

  
http://unstats.un.org/un
sd/cr/registry/regcst.asp
?Cl=17&Top=2&Lg=4  

  

oper_inc 
Operation 
Income 

OPERATING INCOME represents the difference between sales and total 
operating expenses. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

p_end Last price Closing price of the year USD 
Datastream - 
Bloomberg 

Daily 

Pmax 
Maximum 
price 

Maximum price USD 
Datastream - 
Bloomberg 

Daily 

Pmin 
Minimum 
price 

Minimum price USD 
Datastream - 
Bloomberg 

Daily 

pp50 Median price The 50th percentile of price distribution USD 
Datastream - 
Bloomberg 

Daily 

Ppe 

Total 
property, 
plant and 
equipment 

Represents Gross Property, Plant and Equipment less accumulated 
reserves for depreciation, depletion and amortization. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

Pprom 
Average 
price 

Annual average market price USD 
Datastream - 
Bloomberg 

Daily 

price_year 
Average 
price 

Annual average market stock price USD Datastream Daily 

http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=17&Top=2&Lg=3
http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=17&Top=2&Lg=3
http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=17&Top=2&Lg=3
http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=17&Top=2&Lg=4
http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=17&Top=2&Lg=4
http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=17&Top=2&Lg=4
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Pstd 
Standard 
deviation 

Standard deviation of price USD 
Datastream - 
Bloomberg 

Daily 

ratiodrodr           

ri_year 
stock returns 
of i 

Annual average of daily stock returns USD   Daily 

rm_year 
market index 
returns 

Annual average of daily returns of market index.  m:{AR=Merval, 
Brasil=Bovespa, Chile=Ipsa, Colombia=IGBC, México=Mexbol, 
Perú=IGVBL} 

USD Own estimations Daily 

Roa 
Return on 
Assets 

The ratio of net profits after tax to total assets 
Ratio from 
0 to 1 

Own estimations Annual 

roa_1 Lag of ROA Lag of ROA   Own estimations Annual 

Roe 
Return on 
Equity 

The ratio of net profits after tax to equity 
Ratio from 
0 to 1 

Own estimations Annual 

roe_1 Lag of ROE Lag of ROE   Own estimations Annual 

sd_i 

Standard 
deviation of 
stock returns 
of i 

Standard deviation of daily stock returns     Daily 

sd_m 

Standard 
deviation of 
market index 
returns 

Standard deviation of daily returns of market index   Own estimations Daily 

Sector 
Industry 
identificator 

    Manual   

sh_out 
Common 
Shares 
Outstanding 

Represent the number of shares outstanding at the company's year end. It is 
the difference between issued shares and treasury shares. 

Milions of 
units 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

size_firm Size Natural logarithm of total assets   Own estimations Annual 

size_firm_1 
Lag of firm 
size 

Lag of firm size   Own estimations Annual 

stock_pf Last price Closing price of the year USD 
Datastream - 
Bloomberg 

Daily 

stock_pp 
Average 
price 

Annual average market price USD 
Datastream - 
Bloomberg 

Daily 
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t_q2 Tobin's Q 
The ratio between market value end book value of assets: ((market 
capitalization)+liabilities+ minority interest + prefered stocks) / total activos 

      

tangitabilty 
Asset 
Tangibility 

Total property, plants and equipments divided by total assets 
Ratio from 
0 to 1 

Own estimations Annual 

tangitabilty_1 
Lag of 
tangiability 

Lag of tangiability   Own estimations Annual 

tax_exp 
Tax expense 
- Income 
Taxes 

Represent all income taxes levied on the income of a company by federal, 
state and foreign governments. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

tobin_q_1 
Lag of 
Tobin's Q 

Lag of Tobin's Q   Own estimations Annual 

tot_assets Total Assets 
Represent the sum of total current assets, long term receivables, investment 
in unconsolidated subsidiaries, other investments, net property plant and 
equipment and other assets. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

tot_equity Total Equity Total Shareholders' Equity 
Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

tot_liab 
Total 
Liabilities 

Represent all short and long term obligations expected to be satisfied by the 
company. 

Milions of 
dollars 

Thomson Reuters - 
Worldscope. 
Economática. 
Bloomberg 

Annual 

Turnov Turnover 
Turnover: Annual average of daily Trading Volume (millions)/#Shares 
outstanding (millions) 

    Annual 

turnov_bp 
Turnover in 
basis points 

Turnover in basis points       

var_m 
Variance of 
market index 
returns 

Variance of daily returns of market index   Own estimations Daily 

vol_m 
Trading 
Volume 

Annual average of daily Trading Volume 
Millions of 
units 

Datastream Daily 

vol_th 
Trading 
Volume 

Annual average of daily Trading Volume 
Thousands 
of units 

Datastream Daily 
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Variable name Name Definition Units Source Periodicity 

sh1 
First 
shareholder 

Participation of the largest shareholder Percent 
Annual reports - 
Thomson Reuters 

Annual 

sh2 
Second 
shareholder 

Participation of the second larger shareholder Percent 
Annual reports - 
Thomson Reuters 

Annual 

sh3 
Third 
shareholder 

Participation of the third larger shareholder Percent 
Annual reports - 
Thomson Reuters 

Annual 

sh4 
Fourth 
shareholder 

Participation of the fourth larger shareholder Percent 
Annual reports - 
Thomson Reuters 

Annual 

cr2   Sum of participation of the first two shareholders 
Percent 
(0% - 
100%) 

  Annual 

cr3   Sum of participation of the top three shareholders 
Percent 
(0% - 
100%) 

  Annual 

cr4   Sum of participation of the top four shareholders 
Percent 
(0% - 
100%) 

  Annual 

Shapley 
Shapley 
value 

The Shapley value solution for the largest shareholders in a four-voting 
game 

(0 - 1)   Annual 

bh_dummy   
If the 1st blockholder owns less than 50% of shares and the 2nd block 
holder owns more than 10% of the shares 

0.1   Annual 

bh_widelyheld_dummy 
Block holder 
widely held 

Is 1 if there is no shareholder with 10% or more ownership 0.1   Annual 

bh_controlling_dummy   Is 1 if there is a shareholder with 50% or more stake 0.1   Annual 

Herfindal index  
Herfindal 
index 
concentration 

The sum of the squares of the four largest equity stakes (HI-ER4) or voting 
stakes (HI-VR4). [(equity 1)2 + (equity 2)2 + (equity 3)2 + (equity 4)2] or 
[(votes 1)2 + (votes2)2 + (votes3)2 + (votes4)2] 

(0 - 1)   Annual 

Herfindal diff 
Herfindal 
index 
differences 

The sum of the squares of the differences between the first and the second 
equity stakes (HIDE) or voting stakes (HIDV) and the third and fourth largest 
equity stakes or voting stakes: [equity 1−equity 2]2 + [equity 2−equity 3]2 + 
[equity 3−equity 4]2 or [votes 1−votes 2]2 + [votes 2−votes 3]2 + [votes 
3−votes 4]2 

(0 - 1)   Annual 
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Variable name Name Definition Units Source 
Comments / 
Methodology 

codigo de la empresa 
  Identificator in ThomsonOne and WorldScope databases   ThomsonOne   

Id_FIRM   Firm identificator from 100 to 404 (without Colombia)   Constructed   

country   
Country identification: 1- Argentina, 2-Brasil, 3- Chile, 4-Mexico, 5- Peru, 6- 
Colombia 

  Constructed   

year 

  Year of the information - From 2000 to 2012 years ThomsonOne 

This year is the result of 
two transfomations. The 
person data to firm-year-
person DB, and then the 
colapse to firm-year 

Mean Age 

  The mean of the age of the directors calculated with the available data years (old) ThomsonOne / Manual 

T-one gives the current 
age. The data was 
recoverd in 2013 and then 
calculated 

Outsider 

  
Numer of Outside directors on the board. Outside director is the one that 
doesn´t have a contract o labours for the firm. 

Persons 
[year] 

ThomsonOne 
Each person was clasified 
as 1- Outsider, 0- Insider 

Mujer 

  Number of women seated on the board 
Women 
[year] 

ThomsonOne / Reports 
Each person was clasified 
as 1- Female, 0- Male 

Extranjero 

  Number of foreing people (or with foreign origin) on the board 
Persons 
[year] 

ThomsonOne / Reports 

Each person was clasified 
as 1- Foreing, 0- National 
based on th biography, 
studies and last name 

Independiente 

  
Numer of Independent directors on the board. Independent director is the 
one pointed out by Thomson. 

Persons 
[year] 

ThomsonOne / Reports 
Each person was clasified 
as 1- Independent, 0- Non-
independent 

CEO de la empresa 

  Number of directors that are or were CEO of the firm Persons ThomsonOne / Reports 
From the direct info and 
the biography of each 
person 
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ex - ejecutivo de la 
empresa 

  Number of directors that have or had executive position in the firm Persons ThomsonOne  
From the direct info and 
the biography of each 
person 

Experien CEO 

  
Number of Board Members that are or were CEO of any firm (including the 
corresponding firm) 

Persons ThomsonOne / Reports 

Includes, President, 
Executive directors, 
Executive presidents, and 
other high positions such 
as Minister, Major, 
Provost, Dean, etc 

Founder Exper 

  
Number of Board Members that were founders of any firm or organization 
(including the corresponding firm) 

Persons ThomsonOne / Reports 
Each person was clasified 
as 1- 1-Founder, 0- Not 
founder, . - no information 

Public Sector Exp 

  Number of directors that have or had public high profile position in the firm Persons ThomsonOne / Reports 

Includes, President of a 
Nation, Minister, Major, 
Congressman, 
Ambassador, National 
secretary, etc. 

Turnover 

  Represents the number of board members that left the board that year Persons ThomsonOne / Reports 
Sometimes the directors 
were replaced, sometimes 
not. 

CEO COB 

  Indicates if the CEO of the firm is also de COB   ThomsonOne  

With the start and end date 
of CEO and COB, an 
indicator for each person 
was calculated and the 
vector of CEO and the 
vector of COB was 
multiplied by a dot product. 
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Con Maestria 

  Number of board members with graduate studies and a master degree Persons 
ThomsonOne / Reports 
/ Internet  

3 areas (business related, 
Law, others) x 2 types 
(national University, 
foreing University) 

Con PhD 

  Number of board members with graduate studies and a Ph.D. degree Persons 
ThomsonOne / Reports 
/ Internet  

3 areas (business related, 
Law, others) x 2 types 
(national University, 
foreing University) 

Abroad Undergrad 

  
Number of board members with undergraduate studies in a foreing 
university. (even numbers, 2- Business Related ,4- Law ,6- Others) 

Persons 
ThomsonOne / Reports 
/ Internet  

3 areas (business related, 
Law, others) Business 
includes: Economy, 
accounting, Industrial 
enginering, finance, 
marketing, management 

Abroad Maestria 

  
Number of board members with graduate studies with a master degree in a 
foreing university. (even numbers, 2- Business Related ,4- Law ,6- Others) 

Persons 
ThomsonOne / Reports 
/ Internet  

3 areas (business related, 
Law, others) Business 
includes: Economy, 
accounting, Industrial 
enginering, finance, 
marketing, management, 
MBAs 

Abroad PhD 

  
Number of board members with graduate studies with a Ph.D. degree in a 
foreing university. (even numbers, 2- Business Related ,4- Law ,6- Others) 

Persons 
ThomsonOne / Reports 
/ Internet  

3 areas (business related, 
Law, others) Business 
includes: Economy, 
accounting, Industrial 
enginering, finance, 
marketing, management 

Bus. Underg 

  
Number of board members with undergraduate studies in a Business related 
field (1-National University 2- International University) 

Persons 
ThomsonOne / Reports 
/ Internet  

2 types (national 
University, foreing 
University) 
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Bus. Master 

  
Number of board members with graduate studies with a master degree in a 
Business related field (1-National University 2- International University) 

Persons 
ThomsonOne / Reports 
/ Internet  

2 types (national 
University, foreing 
University) 

Bus. PhD 

  
Number of board members with graduate studies with a Ph.D. degree in a 
Business related field (1-National University 2- International University) 

Persons 
ThomsonOne / Reports 
/ Internet  

2 types (national 
University, foreing 
University) 

For.Bus.Master 

  
Number of foreing people (or with foreign origin) on the board  with a master 
degree related with business 

Persons 
ThomsonOne / Reports 
/ Internet  

A intersection of 
"Extranjero" and 
Master=1,2  

Underg Law 
  Number of lawyers in the board (undergraduate studies) Persons 

ThomsonOne / Reports 
/ Internet  

For undergraduate studies 
= 3,4 

Underg Diver 

  
Number of people on the board with undergraduate studies that are not 
business related nor lawyers 

Persons 
ThomsonOne / Reports 
/ Internet  

For undergraduate studies 
= 5,6. Includes Engineers 
(besides industrial), 
arquitects, historians, MDs, 
communication, sociology, 
computer science, design, 
etc 

Master Diver 

  
Number of people on the board with graduate studies and a Master degree 
that are not business related nor lawyers 

Persons 
ThomsonOne / Reports 
/ Internet  

For master studies = 5,6. 
Includes Engineers 
(besides industrial), 
arquitects, historians, MDs, 
communication, sociology, 
computer science, design, 
etc 

Mean Underg 

  
The mean of the indicator for undergraduate studies (i.e. 1 - 6) of the 
directors calculated with the available data 

Persons 
ThomsonOne / Reports 
/ Internet  

1,2- Business related, 3,4- 
Law, 5,6- other. 
1,3,5 - In a National 
University 
2,4,6 - Im a foreing 
Univertity 
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Mean Master 

  
The mean of the indicator for master studies (i.e. 1 - 6) of the directors 
calculated with the available data 

Persons 
ThomsonOne / Reports 
/ Internet  

1,2- Business related, 3,4- 
Law, 5,6- other. 
1,3,5 - In a National 
University 
2,4,6 - Im a foreing 
Univertity 

Mean PhD 

  
The mean of the indicator for PhD studies (i.e. 1 - 6) of the directors 
calculated with the available data 

Persons 
ThomsonOne / Reports 
/ Internet  

1,2- Business related, 3,4- 
Law, 5,6- other. 
1,3,5 - In a National 
University 
2,4,6 - Im a foreing 
Univertity 

W CEO firm 
  Number of women on the board that are or were CEO of the firm Persons ThomsonOne / Reports 

Intersection of women and 
CEO of the firm 

Women Exec 

  
Number of women on the board that have or had executive position in the 
firm 

Persons ThomsonOne  
Intersection of women and 
ex - ejecutivo de la 
empresa 

Women CEO exp 
  

Number of women on the board that are or were CEO of any firm (including 
the corresponding firm) 

Persons 
ThomsonOne / Reports 
/ Internet  

Intersection of women and 
Experien CEO 

Women Founder 
  

Number of women on the board that were founders of any firm or 
organization (including the corresponding firm) 

Persons 
ThomsonOne / Reports 
/ Internet  

Intersection of women and 
Founder exper. 

Women Public 
  

Number of women on the board that have or had public high profile position 
in the firm 

Persons 
ThomsonOne / Reports 
/ Internet  

Intersection of women and 
Public Sector Exp 

Women Master 
  Number of women on the board with a master degree Persons 

ThomsonOne / Reports 
/ Internet  

Intersection of women and 
Master = {1-6} 

Woman PhD 
  Number of women on the board with a PhD degree Persons 

ThomsonOne / Reports 
/ Internet  

Intersection of women and 
Ph.D = {1-6} 

W Foreign studies 

  Number of women on the board with a studies in a university abroad. Persons 
ThomsonOne / Reports 
/ Internet  

Intersection of women and 
(undergrad= {2,4,6} or 
master ={2,4,6} or Ph.D = 
{2,4,6} ) 

For CEO firm 

  
Number of people with foreing origin on the board that are or were CEO of 
the firm 

Persons ThomsonOne / Reports 
Intersection of extranjero 
and CEO of the firm 
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Foreing Exec 

  
Number of people with foreing origin on the board that have or had 
executive position in the firm 

Persons ThomsonOne / Reports 
Intersection of extranjero 
and ex - ejecutivo de la 
empresa 

Foreing CEO exp 

  
Number of people with foreing origin on the board that are or were CEO of 
any firm (including the corresponding firm) 

Persons 
Intersection of women 
and Public Sector Exp 

Intersection of extranjero 
and Experien CEO 

Foreing Founder 

  
Number of people with foreing origin on the board that were founders of any 
firm or organization (including the corresponding firm) 

Persons 
Intersection of women 
and Master = {1-6} 

Intersection of extranjero 
and Founder exper. 

Foreing Public 

  
Number of people with foreing origin on the board that have or had public 
high profile position in the firm 

Persons 
Intersection of women 
and Ph.D = {1-6} 

Intersection of extranjero  
and Public Sector Exp 

Foreign Master 

  Number of people with foreing origin on the board with a master degree Persons 
ThomsonOne / Reports 
/ Internet  

Intersection of extranjero  
and Master = {1-6} 

Foreign PhD 

  Number of people with foreing origin on the board with a PhD degree Persons 
ThomsonOne / Reports 
/ Internet  

Intersection of extranjero 
and Ph.D = {1-6} 

For Bus Studies 

  
Number of people with foreing origin on the board with a studies in a 
business related field 

Persons 
ThomsonOne / Reports 
/ Internet  

Intersection of extranjero  
and (undergrad= {1,2} or 
master ={1,2} or Ph.D = 
{1,2} ) 

size 

  
The resulting size of the board. The number of people seated on the board 
for each tear 

Persons 
ThomsonOne / Reports 
/ Internet  

Calculated after the 
reconstruction of each 
board from the information 
of starting and ending date 
from each person 

R- Outsider 

  
Numer of Outside directors on the board. Outside director is the one that 
doesn´t have a contract o labours for the firm. divided by de size of the 
board 

Persons 
[year] 

ThomsonOne 
Outsider / Size ; 
Percentage related with 
size 
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R- Mujer 

  Number of women seated on the board divided by de size of the board 
Women 
[year] 

ThomsonOne / Reports 
Mujer / Size ; 
Percentage related with 
size 

R- Extranjero 

  
Number of foreing people (or with foreign origin) on the board divided by de 
size of the board 

Persons 
[year] 

ThomsonOne / Reports 
Extranjero / Size ; 
Percentage related with 
size 

R- Independiente 

  
Numer of Independent directors on the board. Independent director is the 
one pointed out by Thomson. divided by de size of the board 

Persons 
[year] 

ThomsonOne / Reports 
Independiente / Size ; 
Percentage related with 
size 

R- CEO de la empresa 

  
Number of directors that are or were CEO of the firm divided by de size of 
the board 

Persons ThomsonOne / Reports 

CEO de la empresa / Size 
; 
Percentage related with 
size 

R- ex - ejecutivo de la 
empresa 

  
Number of directors that have or had executive position in the firm divided 
by de size of the board 

Persons ThomsonOne  

ex - ejecutivo de la 
empresa / Size ; 
Percentage related with 
size 

R- Experien CEO 

  
Number of Board Members that are or were CEO of any firm (including the 
corresponding firm) divided by de size of the board 

Persons ThomsonOne / Reports 
Experien CEO / Size ; 
Percentage related with 
size 

R- Founder Exper 

  
Number of Board Members that were founders of any firm or organization 
(including the corresponding firm) divided by de size of the board 

Persons ThomsonOne / Reports 
Founder Exper / Size ; 
Percentage related with 
size 

R- Public Sector Exp 

  
Number of directors that have or had public high profile position in the firm 
divided by de size of the board 

Persons ThomsonOne / Reports 
Public Sector Exp / Size ; 
Percentage related with 
size 

R- Turnover 

  
Represents the number of board members that left the board that year 
divided by de size of the board 

Persons ThomsonOne / Reports 
Turnover / Size ; 
Percentage related with 
size 

R- CEO COB 

  
Indicates if the CEO of the firm is also de COB divided by de size of the 
board 

0 ThomsonOne  
CEO COB / Size ; 
Percentage related with 
size 
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R- Con Maestria 

  
Number of board members with graduate studies and a master degree 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Con Maestria / Size ; 
Percentage related with 
size 

R- Con PhD 

  
Number of board members with graduate studies and a Ph.D. degree 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Con PhD / Size ; 
Percentage related with 
size 

R- Abroad Undergrad 

  
Number of board members with undergraduate studies in a foreing 
university. (even numbers, 2- Business Related ,4- Law ,6- Others) divided 
by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Abroad Undergrad / Size ; 
Percentage related with 
size 

R- Abroad Maestria 

  
Number of board members with graduate studies with a master degree in a 
foreing university. (even numbers, 2- Business Related ,4- Law ,6- Others) 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Abroad Maestria / Size ; 
Percentage related with 
size 

R- Abroad PhD 

  
Number of board members with graduate studies with a Ph.D. degree in a 
foreing university. (even numbers, 2- Business Related ,4- Law ,6- Others) 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Abroad PhD / Size ; 
Percentage related with 
size 

R- Bus. Underg 

  
Number of board members with undergraduate studies in a Business related 
field (1-National University 2- International University) divided by de size of 
the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Bus. Underg / Size ; 
Percentage related with 
size 

R- Bus. Master 

  
Number of board members with graduate studies with a master degree in a 
Business related field (1-National University 2- International University) 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Bus. Master / Size ; 
Percentage related with 
size 

R- Bus. PhD 

  
Number of board members with graduate studies with a Ph.D. degree in a 
Business related field (1-National University 2- International University) 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Bus. PhD / Size ; 
Percentage related with 
size 

R- For.Bus.Master 

  
Number of foreing people (or with foreign origin) on the board  with a master 
degree related with business divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

For.Bus.Master / Size ; 
Percentage related with 
size 

R- Underg Law 

  
Number of lawyers in the board (undergraduate studies) divided by de size 
of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Underg Law / Size ; 
Percentage related with 
size 

R- Underg Diver 

  
Number of people on the board with undergraduate studies that are not 
business related nor lawyers divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Underg Diver / Size ; 
Percentage related with 
size 
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R- Master Diver 

  
Number of people on the board with graduate studies and a Master degree 
that are not business related nor lawyers divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Master Diver / Size ; 
Percentage related with 
size 

R- Mean Underg 

  
The mean of the indicator for undergraduate studies (i.e. 1 - 6) of the 
directors calculated with the available data divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Mean Underg / Size ; 
Percentage related with 
size 

R- Mean Master 

  
The mean of the indicator for master studies (i.e. 1 - 6) of the directors 
calculated with the available data divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Mean Master / Size ; 
Percentage related with 
size 

R- Mean PhD 

  
The mean of the indicator for PhD studies (i.e. 1 - 6) of the directors 
calculated with the available data divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Mean PhD / Size ; 
Percentage related with 
size 

R- W CEO firm 

  
Number of women on the board that are or were CEO of the firm divided by 
de size of the board 

Persons ThomsonOne / Reports 
W CEO firm / Size ; 
Percentage related with 
size 

R- Women Exec 

  
Number of women on the board that have or had executive position in the 
firm divided by de size of the board 

Persons ThomsonOne  
Women Exec / Size ; 
Percentage related with 
size 

R- Women CEO exp 

  
Number of women on the board that are or were CEO of any firm (including 
the corresponding firm) divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Women CEO exp / Size ; 
Percentage related with 
size 

R- Women Founder 

  
Number of women on the board that were founders of any firm or 
organization (including the corresponding firm) divided by de size of the 
board 

Persons 
ThomsonOne / Reports 
/ Internet  

Women Founder / Size ; 
Percentage related with 
size 

R- Women Public 

  
Number of women on the board that have or had public high profile position 
in the firm divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Women Public / Size ; 
Percentage related with 
size 

R- Women Master 

  
Number of women on the board with a master degree divided by de size of 
the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Women Master / Size ; 
Percentage related with 
size 

R- Woman PhD 

  
Number of women on the board with a PhD degree divided by de size of the 
board 

Persons 
ThomsonOne / Reports 
/ Internet  

Woman PhD / Size ; 
Percentage related with 
size 
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R- W Foreign studies 

  
Number of women on the board with a studies in a university abroad. 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

W Foreign studies / Size ; 
Percentage related with 
size 

R- For CEO firm 

  
Number of people with foreing origin on the board that are or were CEO of 
the firm divided by de size of the board 

Persons ThomsonOne / Reports 
For CEO firm / Size ; 
Percentage related with 
size 

R- Foreing Exec 

  
Number of people with foreing origin on the board that have or had 
executive position in the firm divided by de size of the board 

Persons ThomsonOne / Reports 
Foreing Exec / Size ; 
Percentage related with 
size 

R- Foreing CEO exp 

  
Number of people with foreing origin on the board that are or were CEO of 
any firm (including the corresponding firm) divided by de size of the board 

Persons 
Intersection of women 
and Public Sector Exp 

Foreing CEO exp / Size ; 
Percentage related with 
size 

R- Foreing Founder 

  
Number of people with foreing origin on the board that were founders of any 
firm or organization (including the corresponding firm) divided by de size of 
the board 

Persons 
Intersection of women 
and Master = {1-6} 

Foreing Founder / Size ; 
Percentage related with 
size 

R- Foreing Public 

  
Number of people with foreing origin on the board that have or had public 
high profile position in the firm divided by de size of the board 

Persons 
Intersection of women 
and Ph.D = {1-6} 

Foreing Public / Size ; 
Percentage related with 
size 

R- Foreign Master 

  
Number of people with foreing origin on the board with a master degree 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Foreign Master / Size ; 
Percentage related with 
size 

R- Foreign PhD 

  
Number of people with foreing origin on the board with a PhD degree 
divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

Foreign PhD / Size ; 
Percentage related with 
size 

R- For Bus Studies 

  
Number of people with foreing origin on the board with a studies in a 
business related field divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

For Bus Studies / Size ; 
Percentage related with 
size 

R- size 

  
The resulting size of the board. The number of people seated on the board 
for each tear divided by de size of the board 

Persons 
ThomsonOne / Reports 
/ Internet  

size / Size ; 
Percentage related with 
size 
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Table B-A 4  Descriptive Statistics for Board and Directors Characteristics 

Summary statistics of main variables by country for the years 2001 to 2012. Sources: Thomson One investment banking. Datastream & 

Wordscope, Bloomberg, Global Financial Data (active subscription), Economatica.  Companies annual reports, web-pages of regulatory 

bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and  CVS (Brazil)). 

Companies websites, news websites, University websites, LinkedIn. Compustat - Global 
TABLE  A4               
Descriptive statistics               
PANEL  A -  Tobin´s Q and Characteristics of the Board 

structure  

 PANEL B   -  Education of  board members  PANEL  C -  Background / Experience 
Country    Tobin´s 

Q 

Board 

Size 

R- 

women 

R-board  

turnover 

 R- 

business 

undergrad 

R- 

master 

R- Ph.D. R- study 

abroad 

 R-foreign 

directors 

R- ceo 

experience 

R- 

founder 

experience 

R-public  

sector 

exp 

Argentina Min 0.27 2 0 0  0 0 0.00 0.00  0 0.047619 0.1 0.05 

 Max 6.17 32 0.33 1  0.86 0.80 0.14 0.20  0.625 0.8 0.40 0.20 
 Mean 1.15 11.14 0.04 0.14  0.18 0.09 0.02 0.00  0.14 0.24 0.19 0.09 
 Median 1.01 10.00 0.00 0.00  0.13 0.00 0.00 0.00  0.13 0.20 0.18 0.08 
 SD 0.61 5.63 0.06 0.28  0.19 0.17 0.04 0.03  0.15 0.18 0.06 0.03 
Brazil Min 0.26 2 0 0  0 0 0 0  0 0 0 0 
 Max 5.91 35 0.75 1  1 0.875 0.5 0.20  1 1 0.50 0.56 
 Mean 1.29 10.44 0.10 0.14  0.27 0.22 0.05 0.01  0.28 0.47 0.06 0.05 
 Median 1.08 9.00 0.08 0.00  0.25 0.20 0.00 0.00  0.20 0.43 0.00 0.00 
 SD 0.73 5.94 0.12 0.28  0.20 0.20 0.08 0.03  0.26 0.22 0.10 0.10 
Chile  Min 0.29 3 0 0  0 0 0 0  0 0 0 0 
 Max 8.64 34 1.00 1.00  1.00 1.00 0.31 0.17  1.00 0.86 0.25 0.29 
 Mean 1.33 9.13 0.05 0.13  0.19 0.13 0.02 0.00  0.21 0.09 0.09 0.14 
 Median 1.14 8.00 0.00 0.00  0.14 0.11 0.00 0.00  0.17 0.00 0.08 0.13 
 SD 0.75 3.12 0.15 0.28  0.17 0.16 0.05 0.02  0.19 0.14 0.08 0.07 
Colombia  Min 0.06 3 0 0  0.00 0.43 0 0  0.00 0 0 0 
 Max 4.02 23 0.38 0.91  0.88 1.00 0.90 0.33  0.50 0.82 0.50 0.73 
 Mean 1.03 8.66 0.09 0.08  0.34 0.92 0.31 0.02  0.05 0.20 0.04 0.08 
 Median 0.85 8.00 0.03 0.00  0.38 1.00 0.29 0.00  0.00 0.14 0.00 0.00 
 SD 0.66 3.12 0.10 0.15  0.21 0.11 0.24 0.05  0.12 0.17 0.08 0.15 
Mexico  Min 0.3 3 0 0.00  0.00 0.00 0.00 0.00  0.00 0.00 0.00 0.00 
 Max 4.30 30 0.46 1.00  0.83 0.79 0.25 0.27  0.80 1.00 0.58 0.33 
 Mean 1.31 13.75 0.04 0.13  0.34 0.09 0.03 0.01  0.17 0.39 0.07 0.03 
 Median 1.12 13.00 0.00 0.00  0.35 0.00 0.00 0.00  0.12 0.38 0.00 0.00 
 SD 0.62 4.97 0.07 0.27  0.22 0.16 0.05 0.04  0.17 0.22 0.11 0.06 
Peru  Min 0.08 1 0 0.00  0.00 0.00 0.00 0.00  0.00 0.00 0.00 0.00 
 Max 6.14 22 0.60 1.00  1.00 1.00 0.29 0.25  1.00 1.00 0.50 0.40 
 Mean 1.21 7.40 0.05 0.16  0.39 0.33 0.03 0.01  0.41 0.36 0.03 0.02 
 Median 0.96 7.00 0.00 0.00  0.38 0.30 0.00 0.00  0.40 0.33 0.00 0.00 
 SD 0.89 3.18 0.11 0.29  0.25 0.27 0.06 0.05  0.30 0.27 0.08 0.06 
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Table B-A 5 Correlation Matrix 

Correlation matrix of main variables for 450 firms in six countries, for the period between 2001 and 2012. Sources: Thomson One investment 

banking. Datastream & Wordscope, Bloomberg, Global Financial Data (active subscription), Economatica.  Companies annual reports, web-

pages of regulatory bodies (i.e. CNV (Argentina), CONASEV (Peru), SVS (Chile), SFIN (Colombia), BVM (Mexico), BOVESPA and CVS 

(Brazil)). Companies websites, news websites, University websites, LinkedIn. Compustat – Global 
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bindependent  1.00              

rindependent  0.76 1.00             

ceocob  -0.03 0.03 1.00            

size  0.26 0.22 0.00 1.00           

leverage  -0.05 -0.04 0.08 0.14 1.00          

Nfcf  0.06 0.05 -0.07 0.13 -0.07 1.00         

tobin_jv  0.10 0.09 -0.03 0.18 0.07 0.39 1.00        

rpublic_sector_exp  0.12 0.10 0.03 0.35 0.08 0.04 0.08 1.00       

rbusmaster  0.10 0.02 -0.08 0.21 0.04 0.08 0.10 0.30 1.00      

business freedom  0.20 0.28 -0.07 0.03 -0.14 0.01 -0.02 -0.05 -0.09 1.00     

regulatory quality  -0.10 -0.11 -0.17 -0.06 -0.13 -0.01 0.09 -0.12 -0.12 0.21 1.00    

government spending -0.09 -0.11 -0.14 0.07 -0.09 -0.03 0.08 -0.09 -0.21 0.27 0.89 1.00   

contestability 2to1  -0.03 -0.05 -0.01 -0.10 0.04 -0.05 -0.06 -0.05 0.02 -0.03 0.01 -0.04 1.00  

bh_widelyheld  0.03 0.02 0.00 -0.05 -0.04 -0.04 -0.03 0.01 -0.02 0.03 -0.06 -0.06 0.21 1.00 
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1 Having a complete turnover of the board would not lead to a diverse board. On contrary, it would lead to group of all new people, everyone uninformed, equally 

unaware of the situation, and who would try to work alike figuring out the dynamic of the firm. 
2 Some directors have very limited public information while others have very common names that made very difficult to identify. 
3 e.g. We cannot be sure that a director obtained his MBA degree prior, during or after his appointment at a specific firm 
4 As business related we included business administration, accounting, economics, finance, management, marketing and industrial engineering. 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 


