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Abstract
Interactions are a part of corporate governance that have not been researched to any large degree.
Corporate Governance has attracted an immense amount of attention due to the large corporate
failures throughout the world through fraudulent activities or otherwise. There is a gap in the
knowledge because no studies have been conducted examining the interactions. The problem
addressed in this study was to determine the existence, strength, and direction of relationship
between interactions between the chief executive officer (CEO) and board members, corporate
performance, and stock prices. The survey instrument was hosted by Qualtrics, a firm specializing
in data collection and analysis. This correlational study (using the Schulz, Israel, and Lantz
“Instrument for evaluating dimensions of group dynamics within community-based participatory
research partnerships”) was conducted and participants were CEOs or board members of the
corporations listed on the Australian Security Exchange (ASX) that were not in a trading halt or
had a takeover in the last 12 months. The hypotheses tested were whether positive interactions
between the CEO and the board members affected corporate performance and stock prices. If so,
this would be of benefit to the corporations throughout the world to improve their corporate
performance. ANOVA tests were conducted across all attitudinal questions as well as undertaking
the Wilcoxon signed-rank test to see if there was any difference between the approximated
matched pair that is the reported profit increase and the stock price increase. However, the lack of
variation response and the small samples meant that the decision to accept or reject the hypotheses
at this stage cannot be made. Future research should consider increasing the sample size and
ensuring that the sampling includes responses from corporations that had a decrease in stock

performance. Future data collection should also be undertaken at different time intervals to
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increase the reliability and to provide a comparison of different perceptions of the board

interactions.
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Chapter 1: Introduction

Corporate governance is a framework to guide the conduct of the corporation and how it
is governed (Grace, Hat, & Koski-Grafer, 2016). Corporate governance reflects on the
alignment of the interests of the shareholders and the directors (Grace et al., 2016). The
attributes of corporate governance include the rules, policy, and processes that may have an
effect on firm performance in stable conditions and a buffering effect in crisis periods (Tshipa,
Brummer, Wolmarans, & du Toit, 2018). Corporate governance is essential in implementing
international best practices to provide a function to handle a crisis as well a non-crisis events and
to provide a stable system of managing the corporation (Tshipa et al., 2018). A component or a
subset of corporate governance comprises interactions between the executives, such as between
the chief executive officer (CEO) and board members.

Interactions between the CEO and board members of Australian corporations were
examined within the context of a global view of corporate governance. Interactions are a part of
corporate governance which is a set of principles and recommendations for corporations to
achieve good governance outcomes and to meet the expectations of shareholders (Australian
Securities Exchange, 2013). Akbar et al. (2016) regarded the relationship between corporate
governance and firm performance in the United Kingdom, as paramount. Zhang (2013)
supported and further argued that power and trust in the relationship between the board of
directors and the chief executive officer (CEQO) are important.

Interactions, being a part of governance, have not been researched to any large degree.
However, corporate governance is a fundamental principle for performance that has attracted the
interest of various academics, economists, and politicians (Salim et al., 2016). There has been

limited theory and research into the CEO-board members’ behaviors (Garg & Eisenhardt, 2017).
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Successful completion of objectives and goals were often reflected by the type of communication
(Wuet al., 2017). Conflict relationships affected the various parties and contributed in a
negative way to project success (Wu et al., 2017).

Researchers over the years have demonstrated that the corporate world has had many
frauds and corporate collapses that have affected all the stakeholders including the ongoing
effects throughout the financial world (Alleyne & Elson, 2013). Researchers have contributed to
the growing awareness of how board members and CEOs can improve their effectiveness
through corporate governance and the resultant process of decision-making (Vo, 2010).

Boyd et al. (2010) found that the board of directors’ interactions are complex and
multifaceted and described the interactions in the field of power, control, involvement, and
vigilance. Many researchers have conducted investigations into the relationship between a
corporation’s financial performance, the CEO, and board members’ relationships (Boyd et al.,
2010). Boyd et al. (2010) researched CEO-board of directors’ relations while focusing on the
information resources that the board of directors could provide. Research founded on the agency
theory is used to describe the relationship between the board of directors and the CEO in a more
adversarial manner (Boyd et al., 2010).

Hopkins and Hopkins (2002) defined interactions as those interpersonal activities taking
place within a group and those that influence the outcomes. Interactions are seen primarily as a
financial issue rather than a combination of financial, cultural, ethical issues, and corporate
governance (Garg & Eisenhardt, 2017). Garg and Eisenhardt (2017) argued that it was how
CEOs engage in strategic processes and how the CEO and board members interacted. The
problem addressed by this study is that CEOs, board members, and shareholders have no

information on whether positive interactions between the CEO and board members leads to
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better corporate performance and consequently higher stock prices. This research is needed as
there is a gap in the literature as evidenced by the paucity of such and it is important,
commercially, to be able to determine how interactions affect corporate performance, if at all.
Statement of the Problem

The problem addressed in this study was to determine the existence, strength, and
direction of relationships between the interactions between the CEO and board members,
corporate performance, and stock prices. There have been numerous studies on the effects of
corporate governance. There are no studies in interactions and there is a gap in the knowledge.
Earlier research conducted on a similar topic did not define the actual relationship among CEO
and board members in relation to the corporate governance policies accomplished by board
members and CEO and its overall impact on their relationship (Rodriguez-Fernandez, 2015).

Interactions within corporations are often determined by the non-verbal exchange
between the individual’s (CEOs and board members) and they are a fundamental driver of the
relationship involving trust (Del Birio, Yoshikawa, Connelly, & Tan,2013). Trust is developed
by the interactions, including the risk-taking, task performance, and attributes that affect
behaviors of all corporate directors (Del Birio et al., 2013). It is the CEQ’s ability and behavior
that lead to the external perceptions of the CEO’s integrity (Del Birio et al., 2013). The CEO’s
interactions often determine how the board members will react (Del Birio et al., 2013). Negative
perceptions of the CEO’s integrity will be a concern to the board members in that the CEO may
not be acting appropriately (Del Birio et al., 2013).

Effective communications and interactions are essential for building good working
relationships and trust (Pennings et al., 2018). Trust is an essential aspect within interactions

between various parties. Pennings et al. (2018) argued that dominance, power, status, and
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control were aspects of interactions between humans and these comprised important features.
Trust is a critical component of effective interactions between the CEO and board members (Del
Brio et al., 2013).

Board members’ behavior has not been researched greatly, but the suggestion is that the
effective decision-making necessitates different interaction patterns (Bezemer et al., 2014).
Although interactions between the CEO and board members may look similar from corporation
to a corporation, the board members' behavior and interactions vary greatly (Bezemer et al.,
2014).

Purpose of the Study

The purpose of this quantitative correlational research was to determine the existence,
strength, and direction of the relationship between the interactions between the CEOs and board
members and corporate performance. In addition, the existence, strength, and direction of the
relationship between the interactions between the CEOs and board members and the
corporation’s stock price were determined. The predictor (independent) variable was the level of
interaction between the CEO and board members. Corporate performance and stock prices were
the criterion (dependent) variables.

The data were collected using a self-administered survey hosted on Qualtrics, a firm
specializing in data collection and surveys which obtained the relevant data from CEOs and
board members of corporations listed on the Australian Securities Exchange (ASX). Qualtrics
utilized its wide data base to recruit the potential targets. Exclusions were those corporations
that have been taken over by another corporation along with those that have been placed into

external administration.
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Interactions, as defined by Hopkins and Hopkins (2002), are those interpersonal activities
taking place within a group. Interactions include 10 behavioral attributes, namely, engagement,
active listening, individuality, relationality, solidarity, understanding, action, planning, power
and influence, and openness (Charas, 2013). Interactions were measured on a scale of 1-4 (with
1 being the lowest and 4 being frequently). These interactions were classified as co-operative,
hostile, passive, and positive.

Theoretical Framework

Agency theory describes the relationship between two parties whereas one party, the
agent, acts on behalf of another, the principal. In the case of corporations it is the CEO and
board of directors (agents) who act on behalf of the stakeholders and/or shareholders (principals)
(Pouryouselfi & Frooman, 2017). Agency theory is one of the oldest theories on both
management and economics that describes the issues between the stakeholders, and management
of the corporation (Panda & Leepsa, 2017).

Components of the agency theory are those of the issues involving the problem of risk-
sharing between the various parties which, in this case, comprise executives (agent: Board and
Management) and the stakeholders (principals) (Panda & Leepsa, 2017). In essence, the agency
theory’s component of contractual relationship is between the stakeholders and the executive
whereby both parties work for their own self-interest (Panda & Leepsa, 2017). The executives
are working to maximize their self-interest through measures such as short term and or high risk
investment, higher remuneration and information restriction. These measures can conflict with
the stakeholders’ self-interest which may be looking for longer term growth and expense

management (Panda &Leepsa, 2017).
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Agency theory was a basis for this research. The argument is that the interactions of the
board and CEO differ in each organization to maximize shareholder returns. Positive interaction,
which is defined as a non-confrontational between the board of directors and the chief executive
officer, results in proper accountability on the parts of the directors and the CEOs (Shin, 2014).
The active interaction between the board of trustees and the CEO leads to smooth and proper
decision making in the organization (Bandura et al., 2010).

Agency theory can be traced back for over 200 years and appeared to be the best theory
for researching the interactions of the board and CEO and the linkage to corporate performance
(Jensen & Meckling, 1976). Bendickson et al. (2016) argued that although agency theory is not
a new concept, it is an incremental advancement encompassing a variety of ideas and
relationships. However, analysis of the interactions between CEOs and board members (such as
non-argumentative but firm in action and non-distress causing factors) is difficult, as there is so
much diversity in the communications (Chen, 2014).

Furthermore, Garg and Eisenhardt’s (2017) conclusions were that certain behaviors,
namely, interactions, resolved their effective strategy-making process. Sundaramurthy et al.
(2014) undertook research into the effects of positive and negative synergies which are defined
as the various sections of the corporation working constructively and are influenced by the
interactions of the CEO and board members (Complexity Lab, 2017). These scholars
demonstrated that there appears to be a positive effect on the performance when positive synergy
is evident between the CEO and board members.

Positive interaction between the board of directors and the CEO leads to the formulation
of policies that are accepted by all the management levels of the organization (Garcia-Zamor,

2013). The board of directors holds the responsibility for developing organizational policies and
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the CEO has the duty of overseeing the operation of the organization (Garcia-Zamor, 2013).
Active interaction contributes to the development of respect between the board members and the
CEO and this helps immensely to improve the performance of the corporation through good
rapport and minimizing conflicts (Rubinstein, 2015).
Nature of the Study

A quantitative correlational research method was used. The process involved the
collection of quantifiable data of which the data were recorded in numbers (Leedy & Ormrod,
2013). Quantitative research means that the data can be generated to produce statistics (Leedy &
Ormrod, 2013). These data will provide information that can be generalized to large populations
by sampling and extrapolating the sample's results (Goertzen, 2017; Leedy & Ormrod, 2013).

Quantitative research was undertaken through questionnaires or surveys and the types of
questions related to the interactions between the CEO and board members. Quantitative research
is better than qualitative when the data are needed to be compared in a systematic way and to
generalize to the whole population, in addition to testing the theories with the hypotheses (Leedy
& Ormrod, 2013). Quantitative research assesses the relationship between the variables
(Goertzen, 2017). The advantage of quantitative research is that questions are closed-ended or
forced-choice answers which lead to fast data collection. The results can be generalized from a
reasonably small sample to the entire population, provided that a reasonably high rate of
response is received (Polit & Beck, 2010). Because the purpose of the study was to determine
the existences, strength, and direction of two potential relationships, I was interested in
comparing variables, testing hypotheses, and generalizing the findings all of which favor the use

of quantitative research.
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Qualitative research methods are better when the researcher is exploring the subject
trying to understand the reasoning or the patterns of behavior which are difficult to obtain other
than through qualitative surveys (Leedy & Ormrod, 2013). Qualitative researchers look for the
characteristics of the participants that are difficult to be reduced to mathematical values (Leedy
& Ormrod, 2013). Qualitative data collection may be more useful with few participants required
but are much more in-depth information seeking observation of survey whereby there are no
close-ended questions, but the results may be difficult and unreliable in generalizing (Leedy &
Ormrod, 2013; Trochim & Donnelly, 2008).

A correlational study is quantitative in nature and that purpose is to determine whether
there is a relationship between two or more variables (Waters, 2017). Correlation research does
not involve influencing variables but looks for the associations between the variables (University
of Connecticut, 2017). A correlation has a direction in that it may be positive or negative and
this research is aimed at determining whether interactions in fact, do predict corporate
performance. Correlations exhibit different strengths of the relationship and these relationships
are measured by the Pearson correlation coefficient (University of Connecticut, 2017).

The types of interaction collected between the CEO and board members included the
very good, good, neither good nor bad, bad, very bad. There are various types of interactions
such as verbal, non-verbal, interpersonal power, and status. The type of interaction in this study
was on the verbal and non-verbal communications. Interactions may affect the other members’
actions, and these may affect the relationship between the members including the CEO who may

in turn, affect the corporate performance (Glaeser & Scheinkman, 1999).
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Research Questions

The following research questions were used to guide the study of the impact of the
positive interaction between the board and the CEO.

RQ 1. What is the relationship, if any, between the interactions of the CEO and board
members and corporate performance?

RQ 2. What is the relationship, if any, between the interactions of the CEO and board
members and the corporation’s stock price?
Hypotheses

The hypothesis test was done based on the null and the alternative hypothesis. The two
hypotheses are as follows:

H1o. There is no statistically significant relationship between the interactions between the
CEOs and board members and corporate performance.

H1a. There is a statistically significant relationship between the interactions between the
CEOs and board members and corporate performance.

H2o. There is a no statistically significant relationship between the interactions between
the CEOs and board members and the corporation’s stock prices.

H2.. There is a statistically significant relationship between the interactions between the
CEOs and board members and the corporation’s stock prices.
Significance of the Study

The main aim of the research was to determine whether the interactions of the CEO and
the board members, affect corporate performance. Rodriguez-Fernandez (2016) found empirical
evidence that there was a link between positive corporate social responsibility (CSR), improved

financial performance, and the study contributed to the growing awareness of how board
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members and CEOs can improve the effectiveness through CSR. Boyd et al. (2010) found that
the interactions between the CEO and board members are complex and multifaceted, whereby
the interactions involved power, control, involvement, and vigilance

The findings will be important to organizations which are listed on the stock market or
those intending to get listed. The study also explored whether positive and negative nature of
associations are significant in affecting the valuation of a company stock. This research was
designed to provide insights into whether the board and CEO are acting in a positive or negative
manner that will improve or otherwise, the corporation’s financial performance and the effect on
the stock price. The results of the research will benefit corporations throughout the world into
how their boards and CEOs interact and the consequences thereof. Should there be a correlation
between interactions between the CEO and board members and the corporate performance, in
addition to stock price movements, then the research will provide better insight for CEOs and
board members to follow in their interrelations.

Both the CEO’s and the board members’ performance require regular assessment to
ensure that there is open communication thus confirming (or otherwise), the expectations, roles,
and responsibilities (Smith, 2017). The literature is vast on corporate governance and the
complex relationship between corporations and performance (Bezemer et al., 2014). Most
researchers focused on board structures, CEO-chair duality, outsider ratios, in-board monitoring
committees (Bezemer et al., 2014). Bezemer et al. argued that the board of directors’ and CEOs’
behavior and interactions are not well-known and in fact these researchers commented that very
little progress has been made. However, Bezemer et al. noted that the overarching effect of
interactions was important for board functioning through positive interactions and fostering

meaningful cooperation.

10
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This study was designed to find a correlation between interactions between the CEOs and
board members and corporate performance and the stock prices. Zajac and Westphal (1996)
found that there had been numerous studies on the interdisciplinary research primarily in
identifying economic and behavioral factors that lead to changes in the CEO. Furthermore,
Zajac and Westphal (1996) created an economic-strategic model of the CEO characteristics that
were the ones that influenced the selection of CEOs. This study allows for a better selection
process by analyzing potential CEOs’ and board members’ interactions.

The interactions between the CEO and board members are often fraught with tension
because the board has a fiduciary duty to review the CEQ’s leadership, behavior, and
performance (Dierickx, 2003). Interactions take place which involve someone doing something
(Polley & McGrath, 1984). Interactions may cause various changes to other inputs such as in the
members themselves or the relationships amongst the members including the CEO and board
members (Polley & McGrath, 1984). The problem is that the board members are reluctant to
fulfil this duty because they are afraid of offending the CEO who interprets the questioning as a
lack of trust (Dierickx, 2003). Dierickx (2003) argued that there are cases where by a company’s
economic performance is seriously damaged by the friction between the board and the CEO
caused by the interpersonal dynamics, such as the lack of candid communication in interactions.

This research will be useful in directing training so that both the CEOs and board
members feel at ease and do not take personal offence as outlined previously. The business
practice to change would be in training the CEO to be more forthcoming, transparent, and allow
the board to scrutinize without feeling that they do not trust him or her. The board members’
training on the interactions would be to undertake such training whereby they do their fiscal duty

and scrutiny without making the CEO feel that they do not trust him or her. Charas (2014)

11
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argued that board’s interactions generate better economic values and these interactions are
crucial. Furthermore, Charas (2014) contended that boards that function effectively have an

800% greater impact on the corporate performance.

The study will be of commercial benefit in that corporations will be mindful of the
interactions between the CEO and board members and the consequences regarding the stock
prices (market value). By researching interactions, it will assist in optimizing corporate behavior
as there are requirements for more open and transparent corporate operations. The research will
fill a gap on the relationships between the interactions between the CEOs and board members
and corporate performance and stock prices. At present there is much literature on corporate
governance in general. The literature on interactions, which are a specific part of corporate
governance, is scarce and this research will provide, not only new information, but a base for
further research.

Definitions of Key Terms

Australian Stock Exchange. The ASX acts as a clearing house and market operator for
investors in Australian securities listed with it (International Dictionary of Finance, 2003).

Board of directors. The Board of Directors comprises a group of people who have a
duty of care to act in the interest of all shareholders (Feld, 2014). This governing body is
responsible for the processes that focus on maximizing the wealth of the shareholders and at the
same time to develop good corporate governance policies to avoid or at least minimize conflicts
of interest (Feld, 2014).

Cooperative interactions. Cooperative interactions are those motivated by the desire for

selecting options to exert control to some degree over the outcomes (Bluestein, 2014)

12
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Corporate governance. Corporate governance is the term used to determine the role of
agents who have a contractual relationship in governing corporations (L’Huillier, 2014).
Corporate governance comprises the monitoring mechanisms used to control and protect the
shareholders’ interests by the CEOs and the board of directors (L’Huillier, 2014).

Corporate performance. Corporate performance may be measured by setting business
goals and providing feedback to management to see whether such goals were achieved (Kellen,
2003). Corporate performance is based on the productive use of resources including, capital,
human, and physical with the aim to achieve required goals and objectives (Carton, 2004).

Hostile interactions. Hostile interactions are those actions that are in response to a
perceived insult or threat often in an unplanned manner fueled by emotion (Brose, 2011).

Passive interactions. Passive interactions are those actions both verbal and non-verbal
whereby a person is afraid to interact or speak up and shows little or no emotion (Counselling
Service in France, 2012).

Positive interactions. Positive interactions are not the same as compliance interactions
but as a non-hostile form of interactions that are designed to be positive (Hearron & Hilderbrand,
2010).

Summary

The problem that the present study sought to address was whether or not there was a
distinct relationship between interactions occurring among board members and CEOs and the
stock prices and performance of corporations. The study was necessitated by lack of studies on
the relationship between interactions between board of directors and CEOs on a corporation’s
stock prices and corporate performance. The study was based on quantitative correlation

research. The purpose of the study was to establish the existence, direction, and significance of
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relationships between interactions among board members and CEOs and the performance of
corporations in the stock market.

The nature of interactions between board members and CEOs was the predictor or
independent variable of the study. The criterion or dependent variable was the stock prices of
corporations under investigation and their corporate performance. These survey questions were
hosted by Qualtrics to gather primary data pertaining to the corporations on the Australian
Securities Exchange (ASX).

The study was be based on a quantitative research method, and consequently, the
generated data were presented using statistics to determine their significance and validity. The
research sought to answer questions on the extent to which interactions between board members
and CEOs predict corporate performance and stock prices. The study was informed by the null
hypothesis that interactions between board members and CEOs are statistically related to stock
prices and corporate performance of firms. The alternative hypothesis was that there is no
statistically significant impact of interactions between board of directors and CEOs and the stock

prices and corporate performance of firms.
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Chapter 2: Literature Review

The purpose of this study was to determine existence, strength, and direction of the
relationship of interactions between CEOs and board members on corporate performance, and
between CEOs and board members on corporate stock price. The predictor (independent)
variable was the level of interaction between CEOs and board members. Corporate performance
and stock prices were the criterion (dependent) variables.

Previously, researchers have not addressed interactions between CEOs and board
members. Some researchers have claimed that a correlation exists for the interactions between
CEOs and board members, corporate performance, and stock prices. Such factors have been
referred to as group dynamics and corporate governance. Interactions are defined as processes
that people act upon and react to from other people or situations. Many researchers have
analyzed the relationship between corporate governance and corporate performance, focusing on,
for example, CEO duality, board size, and the number of women who served on a board (Pham,
2016). Schoenberg, Cuskelly, and Auld (2016) argue that intragroup dynamics, that is, the
interactions, appear to significantly influence corporate performance.

Corporate performance is a wide-ranging concept, but in this paper, it was measured
based on the reported profit or loss for each corporation. It is a fundamental assumption that
corporate performance will affect stock prices (Puspitaningtyas, 2017). However, this is not
necessarily so as argued by Puspitaningtyas in that financial performance (corporate
performance) may be measured on a variety of ways, including profitability, growth, market
valuation, and liquidity (Puspitaningtyas, 2017). Research indicated that it was only market
valuation that affected the stock prices in a significant way (Puspitaningtyas, 2017).

Puspitaningtyas furthermore argued that, in addition to market valuation, a corporation’s
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financial performance is useful in making investment decisions which tend to drive the stock
prices. Financial performance analysis is often measured through the financial ratios and is an
indicator to project the movement in stock prices (Puspitaningtyas, 2017).

Overall corporate performance and stock prices appear to be interwoven with the group
dynamics (interactions) between CEOs and board members (Graham, Kim, & Leary, 2017).
Only limited research has been undertaken on the integration of theoretical perspectives
regarding interactions between CEQOs, board members, corporate performance, and stock prices
(Graham et al, 2017). There are many perceptions regarding the CEO’s ability and the
interactions with the board members and the effect on CEO turnover regarding good or poor
corporate performance (Graham et al, 2017). This study examined the relationships to determine
the existence of any correlations regarding the interactions between CEOs and board members
and corporate and stock prices.

Chapter Overview

This study was based on an examination of the interactions between CEOs and board
members. The theory is that the interactions between them CEOs and board members predict
corporate performance. There has been limited research conducted on the interaction and
corporate performance relationships, despite the abundant research on corporate governance in
general (Garg & Eisenhardt, 2017). Many of the hostile interactions between the CEO and board
members stem from the fact that all parties have different interests (Beck, 2015). Another
argument is that frequent communication between CEOs and board members provides a mutual
benefit that can result in better corporate performance (Scudder & Scudder, 2015).

The purpose of this quantitative correlational research was to determine the existence,

strength, and direction of the relationship between the interactions between the CEOs and board
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members, corporate performance, and stock price. Macharia and Gatuhi (2013) examined the
knowledge and understanding of financial reports as the basis for investors to understand the
multifaceted aspects of the rate of returns and capital gains. Researchers have argued that better
performance can create a higher demand for stock and that a strong relationship exists between
corporate performance and stock performance (Machdar, 2016).

Research and content searches were conducted through the Northcentral University
library database. Additional searches were undertaken by using Google and crossed-checked for
the digital object identifier (doi) on the website https://www.crossref.org. Additional research
was completed by checking the references used by current researchers.

The main theoretical theme for this research was in regard to interactions (intragroup
dynamics). Interactions between CEOs and board members predict corporate performance that
consequently and subsequently leads to fluctuations in stock prices. The themes included
interactions, effective communication, positive relationships, and the state of relationships,
which can greatly impact corporate performance. Other theoretical themes comprised corporate
performance and its relationship to an increase or decrease in stock prices.

The key search terms included: interactions, corporate performance, role CEO and
board members, impact on corporate performance, relationship board and corporate
performance, dynamics, stock prices, and board monitoring. Furthermore, the searches were
narrowed to include results from the year 2000 to the present, although other earlier non-current
studies were reviewed depending on relevance. The scope of the literature included
combinations previously mentioned research in both academic journals and general literature.

Van Essen et al (2015) and Roa and Tilt (2016) indicated a linkage or correlation

between corporate performance and stock prices. In addition, some theorists such as Ratemo
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(2015) and Guo, Zhang, and Tian (2018) found that there is a correlation between corporate
performance and stock prices. This research project was based on the findings in that a
correlation does exist between corporate performance and stock prices.

Primary Theory and Theoretical Framework

The purpose of this quantitative correlational research was to determine the existence,
strength, and positive or negative correlation of the interactions and relationship between CEOs,
board members, and corporate performance. The relationship between CEOs and board
members requires a high degree of trust, a strong sense of balance, and clear and meaningful
communication (An & Zhang, 2013). These relationships of trust and interactions lead to
developing a healthy work culture from the upper levels to lower levels of management (An &
Zhang, 2013).

The aim of this research was to demonstrate that a relationship exists between the
interactions of CEOs, board members, and corporate performance. In other fields of study,
Vogel, Meyer, and Harendza (2018) found verbal and non-verbal aspects of communication to
have important encounters in many aspects. These findings can be transferred to other fields
such as the verbal and non-verbal communication (interactions) between CEOs and board
members and corporate performance. Interactions between people, including CEOs and board of
directors, can be in the form of verbal or non-verbal communication (Vogel et al., 2018).

The framework for this research encompassed work by Shen (2003), who argued that the
relationship between CEOs and board members is of central importance. Effective interactions
between CEOs and board members enable CEOs to make better decisions in the interest of the

organization (Chen, 2014). These decisions frame more effective policies, rules, regulations, and
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innovative strategies to enhance productivity and sustain long-term success and growth of
employees and corporate organizations (Chen, 2014).

Schoenberg et al. (2016) devised a theory (intragroup dynamics) that the intragroup
dynamics of CEOs and board members are significant factors that influence corporate
performance. The theory of intragroup dynamics by Schoenberg et al. stated that a relationship
existed between CEOs and board members that affects corporate performance. Furthermore,
Schoenberg et al. highlighted the importance of positive and clear communication between
CEOs and board members. Schoenberg et al.(2016) also suggested that these interactions were
entirely dependent on each other for successful strategy implementation

Schoenberg et al. (2016) concluded that positive relationships affect corporate
performance, where conflict and power struggles resulted in mixed findings. Schoenberg et al.
(2016) found that, when the relationship between a CEO and board members was positive,
corporate performance increased. Schoenberg et al. also argued that these relationships tended to
be collaborative through open interactions. Schoenberg et al.’s theory of intragroup dynamics

(2016) is the theory selected as a basis for this study.

Banta and Garrow (2017) supported the theory of intragroup dynamics as argued by
Schoenberg et al. (2016). Banta and Garrow argued that CEOs who focus on boardroom
relationships and informal interactions achieve better corporate performance. Banta and Garrow
also argued that CEOs and board members who have more informal, intense working
relationships have better corporate performance.

Banta and Garrow argued that today’s board members want to increase interactions to
present critical updates, challenges, and opportunities. Banta and Garrow’s theory, which

supported the theory by Schoenberg et al. (2016), is also a basis for this study. A strong
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partnership between CEOs and board members is crucial for the growth and development of
corporate organizations. The interactions between CEOs and board members enhance an
organization by setting organizational goals and objectives (Rao and Tilt, 2016).

Garg and Eisenhardt (2017) and Duru, Iyengar, and Zampelli (2016) examined the
relationships and nature of interactions between CEOs and board members. Garg and Eisenhardt
(2017) argued that continuous interaction and effective communication between CEOs and board
members are helpful for developing and implementing innovative strategies and policies for
entrepreneurial corporations. Garg and Eisenhardt (2017) highlighted the importance of positive
and clear communication between CEOs and board members. Garg and Eisenhardt (2017)
further stated that both CEOs and board members depend entirely on each other to implement
strategies through positive and meaningful interactions. A task-oriented focus reflects on the
interactions, communications, mutual understanding, and commitments that result in bringing
CEOs and board members closer to each other (Garg & Eisenhardt, 2017)

Duru et al. (2016) examined the role of CEO duality and concluded that it results in the
declining performance of a corporation. Duru et al. (2016) also examined the task-oriented and
the relationship-oriented focus of the relationship between CEOs and board members. Duru et al.
(2016) argued that the state of this relationship has the greatest impact and influence on the
success and growth of a corporation’s performance.

Garg and Eisenhardt (2017) studied and analyzed the way CEOs engage, get involved,
and communicate with board members to carry out strategies to make the process more efficient.
Garg and Eisenhardt’s findings are similar in many ways to those of Duru et al. (2016); more

frequent interactions between CEOs and board members reflect open-minded, free, and positive
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interactions and fewer meetings whereas interactions are detrimental to the growth and
productivity of a corporation.

Positive and high-quality interactions between CEOs and board members result in
maintaining harmony and flexibility of a corporation. Interactions should be precise,
meaningful, clear, and transparent in defining the roles and responsibilities (Garg & Eisenhardt,
2017). Garg and Eisenhardt (2017) largely supported the earlier study of Rosseau et al. (1998)
who argued that interactions involve trust, which requires a high level of confidence to predict
corporate performance.

Hartnell, Kinicki, Lambert, Fugate, and Doyle Corner (2016) analyzed the relationship
type and interaction levels between CEOs and board members that directly affect the
performance of an organization. These effects were primarily the positive or negative impact of
productivity for a corporation (Hartnell et al., 2016). Furthermore, Hartnell et al. (2016) argued
that the relationship between CEOs and the board members is considered as the most crucial
relationship in a corporation. These relationships have a direct effect on corporate performance
(Hartnell et al., 2016). The findings of Hartnell et al. suggested that the interaction level
positively or negatively affects the relationship between CEOs and board members’ productivity.

The theory and findings of Duru et al. (2016) indicated that the relationship between
CEOs and board members has the greatest impact on corporate performance. This theory
aligned with the theory from Hartnell et al. (2016) about the relationship between CEOs, their
boards of directors, and corporate performance. The theories of Duru et al. (2016) and Hartnell
et al. (2016) were aligned and served as a basis for this research project. The theory of Duru et

al. (2016) not only aligned with the theory of this study but strengthened it.
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Liickerath-Rovers (2013) stated that positive relations between CEOs and board members
affected their respective attitudes and can affect a corporation’s financial performance. The
Hartnell et al. (2016) theory strengthened the Liickerath-Rovers (2013) theory and further argued
the consequences of the relationships between CEOs and board members that affect work
culture. The theories of Liickerath-Rovers (2013), Hartnell et al. (2016), and Duru et al. (2016)
are aligned with this study’s theory. In partial support of these theories, Pereira and Filipe
(2014) focused on the directors’ attributes and corporate performance linkages.

Boyd, Haynes, and Zona (2011) outlined that the relationships between CEOs and board
members have been a prominent focus of management and strategy research. Boyd et al. (2011)
contended that some progress has been made in regard to CEO and board member relations.
However, Boyd et al. reasoned that many unanswered questions remain regarding the
generalization of such theories. Boyd et al. also argued that their CEO—board relations theory,
where CEO and board member relationships were necessary for a smoothly functioning
corporation, can result in better performance. Boyd et al. focused on the complexities of
corporate governance, which partially aligns with, and further strengthens, this study’s theory.

Pham (2016) stated that corporate governance affected corporate performance. Pham’s
findings included that such factors as CEO duality, board size, and whether women were on the
board affected performance. However, Pham disputed that all of these factors affected corporate
performance in a negative way. Pham concluded that empirical evidence is consistent with the
arguments that small board sizes bring greater focus to corporate performance. Pham did not
state that the board members’ level of experience was a factor. However, Pham’s theory
strengthens the overall theme of this study, although it applied only to Vietnamese corporations

(Pham, 2016).
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Cooper, Gulen, and Rau’s (2014) theory was focused on a CEO being proactive in
developing better relations with board members. However, the theory by Cooper et al. (2014)
did not consider the interactions or communications between CEOs and board members to be a
major driver for corporate performance. In a similar mode, He and Huang’s (2011) theory
attempted to link the attributes of CEOs, board members, and respective interactions with
corporate performance. He and Huang did not find a correlation between the attributes of the
board members and corporate performance, but their research highlighted a gap in the knowledge
that this study sought to address. Likewise, the theory by Cooper et al. (2014) also demonstrates
a gap in the knowledge that study is attempting to fill.

Zhu and Chen (2015) focused on the characteristics of board members as a controlling
mechanism on the CEO. Zhu and Chen claimed that frequent communication has a direct effect
on performance. However, Zhu and Chen contended that this fact was not proven. Zhu and
Chen’s theory partially aligned with this study’s theory and was relevant.

Secondary Argument

This study’s secondary argument is that corporate performance, which is driven by the
interactions between CEOs and board members, affects stock prices. Van Essen, Otten, and
Carberry (2015) concluded that better corporate performance leads to an increase in stock price.
Rao and Tilt (2016) concurred with Van Essen et al. (2015) in that higher stock prices could be
achieved through better corporate performance and linked positive relations between CEOs and
board members as a factor in corporate performance. These theories aligned with this study’s
theory in that a direct relationship exists between corporate performance and stock prices.

An and Zhang (2013) also argued that positive relations between CEOs and board

members resulted in better corporate performance and stated that a link exists between financial
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performance and higher stock prices. This theory of interactions aligned with this study’s theory.
In addition to An and Zhang’s theory, Lilienfeld-Toal and Ruenz (2014) concurred that the
relationship between CEOs and board members affects the stock prices. Lilienfeld-Toal and
Ruenz stated that a lack of communication or interaction can lead to poor strategic decision-
making that affects performance and consequently stock prices. Lilienfeld-Toal and Ruenz
highlighted the relationships of CEOs and board members in regard to stock performance.
Lilienfeld-Toal and Ruenz’s theory strengthened this study’s theory.

The study by Ghasempour, Ghasempour, and Bahonar (2013) stated that a knowledge
and understanding of financial reports were the basis of investment in the stock market.
Ghasempour et al. (2013) argued that stock analysis was derived from financial information.
Ghasempour et al. found that stockholders and (potential) investors needed to understand the
major factors in determining the multifaceted rate of return. This theory aligned with this study
because the research by Ghasempour et al. focused on financial performance and stock returns.

Dalvi and Baghi (2014) stated that better corporate performance would increase stock
prices. Dalvi and Baghi claimed that a relationship exists between corporate performance and the
liquidity of shares. Dalvi and Baghi (2014) found that a strong correlation between better
corporate performance and increased stock prices. Dalvi and Baghi also defined corporate
performance as a product of activities and a return on investment within a given timeframe.
Furthermore, Dalvi and Baghi stated that better performance creates a higher demand from
informed investors and, therefore, increases stock liquidity and prices. Dalvi and Baghi’s theory
of corporate governance and stock price relationship aligns with this study’s theory. Dalvi and
Baghi’s theory is a part of the framework for this research and a basis for this study’s secondary

theory.
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Michelberger (2016) argued that a positive effect on corporate performance can be traced
to the relationships between CEOs and board members. Subsequently good corporate
governance displayed improvement in stock prices and in the value of the organization.
Michelberger’s theory of corporate governance is relevant to this study because it has strong
similarities to this study’s theory. Interactions are a subset of corporate governance in that they
form the basis for communication,

Mohamed and Elewa (2016) discovered that strong corporate governance affects the
value of a corporation. Mohamed and Elewa’s theory stated that a relationship exists between
good corporate governance and stock prices. This study examined the interactions that are a part
or subset of corporate governance that can lead to better corporate performance. This theory
aligned with this study’s theory in that good relationships predict the corporate performance and
subsequently affect stock prices.

Macharia and Gatuhi advanced a theory (financial performance—stock prices) that stated
that financial performance influences the stock prices (Macharia & Gatuhi, 213). Macharia and
Gatuhi (2013) examined the relationship between investors and analysts in analyzing financial
reports, which, in turn, affects stock prices. Ngunjiri (2016) argued that stock price is the present
value of the cash flow. Ngunjiri’s (2016) theory supports Macharia and Gatuhi’s (2013) theory
of financial performance and stock prices relationships. Ngunjiri’s (2016) theory is a
fundamental principle, where financial performance is the key for investors who look for
dividends and capital growth. Ngunjiri (2016) further reasoned that corporate performance
influences stock prices. This theory aligned with the theory for this research.

Shen (2007) claimed that the relationship between a CEO and board members is of

central importance and that this relationship comprises the dynamics of the interactions and has
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corporate implications. Shen’s theory supported this study’s theory. Shen (2017), however,
focused mainly on CEO leadership development.
Theory Support and Basis

In support of the theory used in this study, Hartnell et al. (2016) claimed that a
corporation’s productivity is impacted by the level of relationships between the CEO and board
members. Furthermore, Schoenberg et al. (2016) supported this study’s theory. Further support
for this study’s theory stemmed from Banta and Garrow (2017) who supported the theory by
Schoenberg et al. (2016). Furthermore, Liickerath-Rovers (2013) studied that positive relations
between the CEO and board members can lead to a corporation’s superior financial performance,
which further added weight to this study’s theory. Zhu and Chen’s theory added more support to
this study’s theory in that frequent communication has a direct effect on performance (Zhu &
Chen, 2015).

Communications and dynamics between CEOs and board members are embedded in
corporate governance. Michelberger (2016) further confirmed and added more support that a
positive effect on corporate governance can be traced to the relationship between CEOs and
board members. Overall, the theory by Schoenberg et al. (2016) was one of the core theories that
this research study was based on.

Corporate Performance

Lilienfeld-Toal and Ruenzi (2014) stated that interactions between CEOs and board
members are based on consideration and negotiation. However, Lilienfeld-Toal and Ruenzi
contended that a CEO and board members’ interactions should be for the common objective of
achieving organizational goals. This idea was further supported by An and Zhang (2013), who

reasoned that positive interactions between CEOs and board members result in the better
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performance and higher stock prices. Clear communication and interactions between CEOs and
board members result in developing and establishing defined roles and responsibilities, which
lead to developing a favorable and profitable relationship.

Cooper, Gulen, and Rau (2014) claimed that an effective structure is where the CEO is
proactive in effective communication to develop better relationships and interactions. In today’s
era of transparency, board members are legally required to be actively involved in positive
communication and interactions with the CEO (Cooper et al., 2014). In previous years, board
members could be passive and take little or no responsibility (Cooper et al., 2014). Cooper et al.
stated this requirement is not considered as a major driver for the successful performance of
corporate organizations.

The type of interactions that occur between CEOs and board members should be
transparent, meaningful, precise, intellectual, and trustworthy. These interactions, in turn, result
in improving cohesiveness, coordination, and cooperation, raising the overall effectiveness of the
organization. Isidro and Sobral (2015) argued that the CEO and the members of the board are
responsible for establishing good interactions.

Jenter and Kanaan (2015) argued that corporate performance management is the subset of
business intelligence or business analytics. Jenter and Kanaan further argued that good corporate
performance requires effective communication and understanding between the CEO and board
members of an organization. Effective communication and positive interactions act as a
constructive mechanism to enhance strengths and identify weaknesses, improving the
effectiveness of the CEO and board members (Hou, Priem, and Goranova, 2017). Hou et al.
(2017) concurred with Jenter and Kananan (2015) stating that positive interactions lead to overall

improvement in the performance of the corporations.
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Liickerath-Rovers (2013) contended that goodwill, appropriate strategies, and proper
functioning of a corporation, depend entirely on the effective communication and positive
interactions between CEOs and board members. Furthermore, Liickerath-Rovers (2013) claimed
that the respective attitudes of a CEO and board members lead to a corporation’s superior
financial performance. Positive interactions and good relationships are initiated through the
CEO and board member interactions and relationships (Liickerath-Rovers, 2013).

Lilienfeld-Toal and Ruenzi (2014) conducted a survey that examined the reasons for the
underperformance and low-value of stocks. A factor was that a lack of interactions between
CEOs and board members resulted in poor strategic decisions and poor managerial decisions-
making. Lilienfeld-Toal and Ruenzi highlighted the consequences of CEO and board
relationships, which comprised the extended relationships and productive interactions between
CEOs and board members. These interactions provided strong external governance and strong
product market competition that enhanced a corporation and its stock performance. Lilienfeld-
Toal and Ruenzi emphasized that the relationship between a CEO and board members directly
impacts stock performance for a corporation. Lilienfeld-Toal and Ruenzi concluded that a
company’s stock performance is directly related to the combined performance and relationships
of a CEO with their board members, which supported this study’s theory.

Pan, Wang, and Weisbach (2015) examined stock performance and whether it is directly
related to the ability of CEOs and board members and their communication. Pan et al. (2015)
further argued that the combined performance of CEOs and board members helps create value by
raising a corporation’s performance. This combined performance was supported by other
researchers in that there appears to be a direct nexus between the interactions between CEOs and

board members and corporate performance (Pan et al., 2015).
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Pan et al. (2015) stated that positive interactions and communication are important
between CEOs and board members. Such interactions should also be meaningful, transparent,
and precise to help increase the productivity and value of a corporation (Pan et al., 2015). Pan et
al. argued that the stability or decline in the volatility of stock return depends on the
relationships, interactions, and abilities of the CEO and board members.

Nyataichi (2016) argued that positive relations between CEOs and board members are
critical for companies to facilitate their decision-making process. Effective relationships
between CEOs and board members, with no conflict, further positively affects corporate culture.
Nyataichi examined the impact on financial performance, particularly on return on assets (ROA)
and return on equity (ROE) and concluded that a positive relationship between CEOs and board
members can improve corporate performance.

Zhang (2013) examined the working relationship between CEOs and board members.
Zhang contended that CEOs and board members should have a significant trust relationship with
each other. Zhang developed two theoretical models. One hypothesis was about the performance
impact when a board of directors had more power than the CEO. The other hypothesis was
about the performance impact when a board trusted the CEO (Zhang, 2013). Zhang concluded
that, when a board of directors trusts the CEQO, the performance of the corporation improved
significantly. On the contrary, when the board exercised more power than the CEO, the
company’s performance declined (Zhang, 2013). Zhang stated that it is impossible to undergo
strategic decision-making without ensuring healthy interactions.

Zhang (2013) examined the risks that prevail when forming a board and what controls are

needed to reduce the chances of conflict. Zhang contended that a board requires a substantial
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level of experience and expertise to raise board performance. Furthermore, Zhang (2013) argued
that CEO interaction with board members is necessary for better corporate performance.

The board of directors, including the CEO have a duty and vital role in the corporate
performance (Muchemwa, Padia, & Callaghan (2016). There is a lack of clarity in the
relationship between corporate performance, and corporate governance, and the board
composition (Muchemwa et al., (2016). The role of board of directors is to monitor the CEO and
corporate performance (Muchemwa et al., 2016). It appears that there is a positive correlation
between the board members’ composition and corporate performance (Muchemwa et al., 2016).
However; the empirical evidence is not consistent in suggesting that by increasing the number of
outsiders that this will enhance corporate performance (Muchemwa et al., 2016).

Desender (2009) examined the crucial role that CEOs and board members play in
financial performance. The size and expertise of a board are two main factors that affect the
impact of a board on business performance. A large board with highly experienced board
members will usually have a positive impact on business performance (Descender, 2009). A
small board with inexperienced board members will result in lower financial performance of a
business (Desender, 2009). Furthermore, a large board with inexperienced board members can
negatively impact performance. Likewise, a small board with experienced board members can
positively impact performance

Desender (2009) argued that interactions between CEOs and board members are essential
for enhancing corporate performance. This concept is illustrated with an ownership structure
that works with a board of directors to collectively impact corporate performance (Desender,
2009). Desender reasoned that the board members have to make appropriate decisions;

otherwise, their poor decision-making can prove costly regarding corporate performance and

30

www.manaraa.com



31

profitability. This study examined Desender’s theory and explored the gap in the knowledge in
whether there is a correlation between interactions and corporate performance.

Ammari, Amdouni, Zemzem, and Ellouze (2016) concurred with Desender (2009) in that
board structure has a significant effect on corporate performance. Ammari et al. (2016) claimed
that, because board members are the core monitoring body of a company, they must maintain
effective interactions with the CEO for corporate success. Ammari et al. concurred with
Desender (2009) in that a large board size has a direct relationship with a company’s
performance.

The findings by Ammari et al. (2016) revealed that large corporations need a large
number of board members to improve and enhance the decision-making process and
performance. Ammari et al. (2016) stated that effectiveness among CEOs and board members
can positively affect the decision-making process and enhance performance. Ammari et al.’s
findings aligned with this study’s theory (Ammari et al., 2016). The gap to fill is whether a
correlation exists in regard to the interactions between CEOs, board members, and corporate
performance.

Gabrielsson, Huse, and Minichilly (2007) argued that board members play a vital role but
if their capabilities deteriorate, the board members will negatively influence corporate
performance. Gabrielsson et al. (2007) argued that CEOs and board members must work as a
team through positive interactions so that corporations improve. The CEO is accountable to the
board members and, likewise, the board members are accountable to the shareholders. The
board members are responsible for exercising power and monitoring the CEO which directly or

indirectly affects the corporate performance.
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Gabrielsson et al. (2007) concluded that CEOs and board members should not strive to
work as separate entities or independently and should adopt a teamwork approach and with
positive interactions. Zhang (2013) and Gabrielsson et al. (2007) held similar views on this point
in that board members should put their trust in the CEO. These researchers also came to the
same conclusion that the CEOs and board members need to maintain a quick decision-making
process to facilitate corporate performance.

Elsayed (2007) declared that positive relations can have a positive impact on
performance. The collective expertise of a CEO and board members is more likely to achieve
corporate objectives through positive interactions (Elsayed, 2007). Positive interactions between
CEOs and board members are necessary to improve operations and enhance the decision-making
processes of a business. From these statements, it can be concluded that interactions between the
CEO and board members affect the corporate performance. A gap in Elsayed’s theory is in
examining whether a correlation exists regarding the interactions between CEOs, board
members, and corporate performance.

Boyd et al. (2011) reasoned that an effective relationship between CEOs and board
members is necessary for a smoothly functioning corporation. It facilitates transparency and the
objectives of the board members who represent the interest of the shareholders, are aligned with
the objectives of the corporation (Boyd et al., 2011). Boyd et al. (2011) researched the
dimensions of CEO-board member relations to understand the complexities of corporate
governance structures, including interactions and corporate performance.

Boyd et al. (2011) argued that when board members have all the power, they act as an

obstacle to the CEO. Boyd et al. focused on the interactions that board members undertake to
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challenge or support the CEO. This study researched the gap left by Boyd et al.’s study by
examining interactions and corporate performance.

Zhu and Chen (2015) suggested that when board members unnecessarily restrict the
CEO, they restrict corporate performance. Zhu and Chen stated that it is highly likely that CEOs
who develop narcissist characteristics might adversely affect their company. Board members act
as a controlling mechanism for the CEO and, through their expertise and interactions, ensure that
the CEO works according to the directives of the board (Zhu & Chen, 2015). Board members
must ensure that the corporation does not lose any competitive advantage because of slow
decision-making processes; therefore, positive interactions are necessary (Zhu & Chen, 2015).
Frequent interactions of CEOs with board members are required. These frequent interactions can
have a direct effect on corporate performance and ultimately the financial performance of the
business, although it is not yet proven (Zhu & Chen, 2015).

Schmidt (2015) argued that the level of social and friendly ties between a CEO or
chairman and board members is proportionate to a corporation’s performance. Schmidt claimed
that board members have the dual role of monitoring and advising and determined that the
relationship of a CEO with board members had some impact on financial returns. Schmidt
concluded that social friendliness between a CEO and board members is necessary. Schmidt
also argued that frequent interaction is a by-product of such meetings that ultimately enhance a
business’s performance. Schmidt further states that a corporation’s performance correlates to the
information that is passed between a CEO and board members. This statement aligned with this
study’s research. The specific gap to fill was whether interactions between CEOs and board

members drive a company’s performance.
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Khanna, Kim, and Lu (2015) focused on a different aspect of the corporate governance
structure as contrasted with Schmidt (2015). Khanna et al. (2015) agreed that, when a CEO is a
member of the selection committee of the board, corporate performance improves. Khanna et al.
argued that, when the CEO is connected with the board members too well, the probability of
corporate fraud increases. Khanna et al. argued that, when CEOs and board members have a
high level of interconnectedness, the likelihood of fraud diminishes.

Khanna et al. (2015) contended that people who share a common past and worked
together previously should be selected as the board members. Their interactions are more likely
to be positive (Khanna et al., 2015). However, CEOs can experience severe adverse effects on
corporate performance because close board members might be reluctant to monitor as effectively
as they should (Khanna et al., 2015).

Tang, Crossan, and Rowe (2011) claimed that CEOs often attain objectives through
aggressive corporate behavior. Tang et al. (2011) contended that this behavior can result in
maximum profits or hefty losses as found numerous times in the corporate world. CEOs who go
to extreme lengths to maximize profits are considered risk-takers and do not like to be
overpowered by other board members (Tang et al., 2011). Tang et al. (2011) contended that
board members act as chicanes for a dominant CEO who would go to extensive levels to attain
objectives. Board members are responsible and accountable for shareholders’ wealth, and
therefore, board members cannot afford to let a CEO become a big risk-taker (Tang et al., 2011).

Tang et al. (2011) suggested that board members and CEOs must reconcile through
frequent and positive interactions. These positive interactions ensure the safety of shareholders’
investments and work with the strategies to align with objectives (Tang et al., 2011). Tang et al.

(2011) contrasted the earlier research by Erhardt, Werbel, and Shrader (2003), disputing that, if
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performance is repeatedly checked, it can lead to being counter-productive. Erhardt et al. (2003)
had stated that CEOs and board members must use their collective effectiveness in strategic
decision-making to achieve goals.

Lins, Servaes, and Tamayo (2017) debated whether board members have any impact on
stock valuation or profitability. Lins et al. (2017) found that CEOs who acted in a high-risk
manner were likely to make risky decisions that jeopardized a corporation. However, these
CEOs were able to increase profitability levels, performance, and the stock price of a corporation
but at great risk (Lins et al., 2017). Rowley, Shipilov, and Grieve (2017) argued that better
performance, stability, and consistent growth were reliant on the decision-making and strategies
determined by CEOs and board members.

Brauer and Wiersema (2017) argued that CEOs and board members have to make
decisions based on interim corporate financial reports to devise their plans and strategies. The
findings by Goranova, Priem, Ndofor, and Trahms (2017) supported these plans and strategies in
that all significant impacts can be traced to decision-making by CEOs and board members.
However, Goranova et al. (2017) stated that no significant relationship exists between directors
and firm performance.

Goranova et al. stated that positive relations between CEOs and board members affected
corporate performance (Goranova et al., 2017). Lins et al. (2017) also disputed the theory by
Goranova et al. (2017) that good relations did not impact corporate performance. Clifford (2017)
found that good interactions and dynamics between CEOs and boards of directors have a
likelihood for corporations to develop positively. The gap in the research which this study
examined, is whether a correlation exists between CEOs and board members in regard to

interactions and performance.
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Westphal (2003) analyzed the idea of examining interaction levels between corporate
executives and outside directors. Westphal argued that, by increasing the pace of corporate
effectiveness, a shift in the dynamics of the relationship will occur between a corporation’s
management, CEO, and board members. Hartnell et al. (2016) concurred with Westphal (2003),
who comprehensively explored ways that encourage interaction between CEOs and board
members. Furthermore, An and Zhang (2013) argued that better interactions affect corporate
performance through positive interactions in strategies and decision-making.

Van Ees, Gabrielsson, and Huse (2009) contended that the consequences of board
members’ behavior, which is a part of corporate governance, were major areas of research. Van
Ees et al. argued that relationships between CEOs and board members were a major factor in
decision-making, control, and corporate performance. Van Ees et al. stated that interactions by
CEOs and board members solve conflicts, exert control, and solve problems through
cooperation.

Pereira and Filipe (2014) argued that interactions represent important parts in the
relationship between the CEOs, board members, and corporate performance. Research by
Pereira and Filipe (2014) indicated that their focus was on the director attributes and a link to
corporate performance. Furthermore, in the review by Pereira and Filipe (2014), the focus was
on finding a link between corporate performance and board composition. The focus was not on
the interactions between the CEO and board members. Pereira and Filipe noted that literature had
many contradictions regarding smaller boards, independent boards, corporate performance, and
attributes. Pereira and Filipe stated after analyzing previous researchers’ findings, that excessive
focus was placed on analyzing the effects of a board’s characteristics as a link to corporate

performance.
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Hill and Davis (2017) claimed that interactions between CEOs and board members have
not been researched thoroughly. Hill and Davis contended that board members were reluctant to
ask difficult questions of CEOs through fear that they would be accused of micromanaging. Hill
and Davis stated that problematic interactions can inhibit the ability to understand how to
innovate and be productive. Pressing questions by board members are often perceived as hostile
interactions by CEOs (Hill & Davis, 2017). Some interactions between CEOs and board
members were deemed hostile by CEOs who felt that their performance was being evaluated
(Davis, 2017). These perceived hostile interactions by CEOs indicated that innovative
discussions were inhibited (Hill and Davis, 2017).

Michelberger (2016) reasoned that, since the introduction of the Sarbanes-Oxley Act
(2002), strong evidence suggests that U.S. corporations had obtained better governance and
improved stock prices. Michelberger argued that shareholders were willing to pay a premium for
a corporation’s stock if the corporation exhibited excellent corporate governance practices.
Michelberger claimed that there is much research delving into the impact of governance
variables, such as board size, meeting frequency, director qualifications, and board members’
relationships, and their impact on corporate performance. Michelberger indicated that there is a
gap in the knowledge that this study’s research involved examining the interactions between
CEOs and board members, corporate performance and, stock prices.

Michelberger (2016) stated that interactions between CEOs and board members can have
a positive effect on corporate performance. However, Michelberger indicated that this finding is
not necessarily true because much of the research did not use a standardized measure to define
good corporate governance. Michelberger argued that many factors in the corporate governance

system, including interactions, are not clearly defined. However, researchers’ findings indicate
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that there might or might not be a positive impact on the relationship between CEOs and board
members because of the differences in the variables and oversimplification of variables
(Michelberger, 2016).

Michelberger (2016) found that researchers used non-standard financial performance
indicators, limited variables, and small samples to determine a moderate positive correlation.
Mirza and Javed (2013) stated that the results are inconclusive. Furthermore, Mirza and Javed
suggested that the link between corporate governance, including interactions, and corporate
performance is mixed and contradictory. This gap in the knowledge was researched in this
study.

In contrast to the findings by Mirza and Javed (2013), Biggio and Cortese (2013) argued
that interactions between individuals have a great impact on the workings of a corporate
environment. Biggio and Cortese argued that there is a significant contribution to the concept of
well-being and its influencing factors based on the interactions between people. Individuals
generate goodwill by using their interpersonal skills such as the interactions that occur between
CEOs and board members (Biggio & Cortese, 2013). The interactions can act as a link between
people and objectives, which may impact on corporate performance (Biggio & Cortese, 2013).
Corporate Performance and Stock Prices

Positive interactions between board members and CEOs result in better profit generation
(An & Zhang, 2013). Van Essen et al. (2015) argued that better profit leads to a rise in the stock
price which, in turn, provides the opportunity to pay dividends. This is likely to self-perpetuate a
rise in the market price of shares (Van Essen et al., 2015). Hartnell et al. (2016) argued that the

level of relationships and interactions between CEOs and board members affect a corporation’s
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performance. However, the findings by Hartnell et al. (2016) lack various factors that can affect
performance.

Pham (2016) argued that the effect of corporate governance, including interactions, on
corporate performance is a measure of the return on investment (ROI) that is evaluated to
determine the impact. Pham (2016) found that the characteristics of corporate governance can
have a positive or negative influence as measured by the ROAs. Pham (2016) argued that
several discussions have occurred about the relationship between corporate governance and
performance and the effect of corporate governance on stock prices. Pham (2016) found that
corporate governance practices, including interactions, affected corporate performance but with
reservations.

Dalton and Dalton (2005) argued that larger boards enable a corporation to collect a
wealth of information and knowledge. Dalton and Dalton (2005) argued that a small board is
more effective at monitoring compared to a large board that leads to higher performance.
However, Pham’s (2016) argument confirmed Dalton and Dalton’s (2005) findings in that small
boards bring greater focus on weak directors to ensure that they become effective. Dalton and
Dalton (2005) and Pham (2016) did not conclude that better corporate performance or
interactions lead to higher stock prices.

Mirza and Javed (2013) contended that, for investors and stakeholders, corporate
performance is essential and highly valuable. Mirza and Javed argued that better corporate
performance resulted in better future investments. This action generated further economic
opportunities for stakeholders and in itself would lead to higher stock prices (Mirza & Javed,
2013). Zhao’s (2013) findings that financial performance regarding shareholder returns affected

the stock prices were supported by Mirza and Javed’s (2013) findings.
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Ueng (2016) claimed that corporations that have good corporate governance, including
the quality of the interactions between CEOs and board members, are likely to perform better.
When corporations have good governance mechanisms, they have better financial performance,
which leads to an increase in shareholders’ wealth (Ueng, 2016). Shareholder wealth is the value
of the stock price for the corporation in which they own shares (Ueng, 2016). Wijethilake,
Ekanayake, and Perera (2015) debated the relationship between board involvement and corporate
performance and found it to have some correlation but with restrictions. Wijethilake et al. (2015)
furthermore suggested that enhanced board involvement positively contributed to corporate
performance, which further increased shareholder wealth.

Miiller (2014) argued that shareholders want good financial performance to distribute
dividends, which in turn attracts other investors and increases stock value. Corporate
performance is essential for long-term stock returns, which may or may not be correlated with
good corporate governance and interactions between CEOs and board members (Miiller, 2014).
Miiller stated that there is a statistically significant relationship between corporate governance
(including interactions) and corporate performance as measured by the return on assets (ROA).
Darweesh (2015) argued that positive relationships between board members’ independence and
financial performance affected stock prices and market value. Darweesh found that financial
performance leads to better stock prices in that it creates greater wealth for investors.

Darweesh argued that corporate governance, including the interactions between CEOs
and board members, affected corporate performance (Darweesh, 2015). Darweesh tested the
relationships between board independence, size, executive compensation on corporate financial
performance, and market value and its effect on stock prices (Darweesh, 2015). Darweesh’s

findings were that there were positive correlations between the individual corporate governance
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mechanism and performance. This was dependent on the board size and the executive
compensation when such had significant relationships as a relationship of the return on equity
(ROE) and the ROA (Darweesh, 2015). Darweesh (2015) found that there was a negative
relationship between board independence and ROA and the return on equity (ROE). This
negative relationship was reflected by the board size having a significant impact on the
performance Darweesh, 2015). Buallay, Hamdan, and Zureigat (2017) argued that corporate
governance of which interactions are a subset, significantly correlate with corporate
performance.

Shamsudin, Mahmood, and Ismail (2013) argued that stock price reflects corporate
performance, which drives investors, which, in turn, boosts stock price. Shamsudin et al. (2013)
argued that a corporation’s performance is measured by profitability, which is a test on the
effectiveness of CEOs, board members, and management. Furthermore, as Shamsudin et al.
(2013) argued, a corporation’s performance is reflected in its stock price. However, Heo and
Yang (2016) disputed previous research that indicated that numerous reliability issues involved
corporate performance in predicting stock prices. Heo and Yang reasoned that investors use
financial performance to predict future stock prices as it is a fundamental analysis.

Puspitaningtyas (2017) argued that corporate performance reflects in higher stock prices,
but the linkage appears to be stemming only from the earnings-per-share ratio. Puspitaningtyas
argued that other factors, such as liquidity, profitability, and growth, do not appear to directly
impact stock prices. Numerous studies, however, contradict each other. Sutopo, Kot, Adiati, and
Ardila (2018) debated that corporate performance is an essential factor that affects stock prices

and investors use financial statements for decision-making purposes. Sutopo et al. (2018) stated
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that corporate performance and its prospects are important factors that affect stock prices and,
accordingly, are reflected by stock price fluctuations.

Sutopo et al. (2018) argued that much research examined and found relationships
between accounting information and stock prices. Furthermore, Sutopo et al. suggested that, in
fact, financial performance affected the value of shares, supporting research by Puspitaningtyas
(2017). Sutopo et al. furthermore affirmed Issah and Ngmenipuo’s (2015) findings.

Issah and Ngmenipuo (2015) found a positive linear relationship between financial
performance and share prices. Issah and Ngmenipuo argued that prior findings in the empirical
literature were consistent with this view. Issah and Ngmenipuo stated that the positive
coefficients for the independent variables aligned with their theoretical framework. Issah and
Ngmenipuo claimed that corporate performance affected stock prices. However, Olsen,
Sisodiya, and Swisher (2016) claimed that numerous factors affected a corporation’s share price.
Olsen et al. (2016) argued that the characteristics of the CEO are a significant influence on stock
performance. The conclusion is that both CEOs and boards of directors influence a corporation’s
stock performance.

Numerous studies have researched whether CEO traits contribute to financial
performance. Olsen et al. (2016) stated that their focus was on large publicly traded
corporations. Olsen et al. suggested that a CEO’s characteristics do matter, and that CEQ’s age
was significantly related to lower corporate performance. Olsen et al.’s research indicated that
both CEOs and board members affect corporate performance, which subsequently results in
fluctuations in a company’s stock prices.

Arya, Mittendorf, and Ramanan (2017) contrasted the findings by Olsen et al. (2016) in

that stock prices provide relevant feedback that can guide a corporation’s decisions. Arya et al.
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(2017) debated whether a relationship exists between financial performance and stock market
prices. Arya et al. discussed what appears to be a paradox between corporate performance and
stock market prices. Arya et al. stated that corporate performance was focused on past
performance and, therefore, is incomplete in providing information for future performance.
Furthermore, Arya et al. argued that corporate performance did not predict profitability for
forthcoming time periods and it was difficult to demonstrate a link between corporate
performance and future market prices.

Arya et al. (2016) contrasted with Cook and Glass’s (2014) findings that a link exists
between a corporation’s performance and the impact on share price. Cook and Glass tested
several factors that might influence the relationship of a corporation’s efforts including the
efforts by CEOs and board members. Cook and Glass (2014) argued that a significant positive
increase in share price followed announcements that were deemed positive. These public
announcements cause investors to react positively and Cook and Glass (2014) found that there
were significant positive increases in share prices.

Stefan (2016) supported Cook and Glass (2014) in disputing the findings by Ayra at al.
(2016) in that financial indicators of performance affect share prices. Stefan (2016) contended
that performance can influence the return on the stock. However, Stefan argued that previous
findings indicated that economic theories could not verify or validate that corporate performance
influenced share price. However, Stefan found a statistical and economical link in the
relationship between corporate performance and stock price. However, the link applied to the
companies listed on the Romanian Stock Exchange.

Avdalovi¢ and Milenkovi¢ (2017) argued that economists believe that stock prices are

affected by supply and demand in a free economy, but there are other important factors, such as
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dividends and earnings per stock, that can significantly affect supply and demand. Furthermore,
Avdalovi¢ and Milenkovi¢ stated that empirical findings revealed a significant and positive
relationship between the ROE as determinants based on corporate performance. Aveh and
Awunyo-Vitor (2017) argued that corporate performance, which consists of earnings per share,
ROE, and market capitalization, were key determinants that influence share prices. Aveh and
Awunyo-Vitor did not find a relationship between dividend payments and a stock’s market price,
which appears to contradict Avdalovi¢ and Milenkovi¢’s (2017) findings. Aveh and Awunyo-
Vitor (2017) argued that corporations should focus on improving their performance to help
investors determine stock prices.

Alves, Canadas, and Rodrigues (2015) argued that corporate disclosures played an
important part in stock price. Alves et al. (2015) claimed that corporations with high levels of
disclosure influence potential investors in that stock transactions are a fair price. Alves et al.
argued that a corporation’s strategy is more useful than many other types of disclosures that
influence the market. Voluntary disclosure provides investors with a great deal of information,
particularly in predicting corporate performance in the future (Alves et al., 2015).

Al Omoush and Al-Shubri (2013) argued that corporate performance is a corporation’s
ability to generate profit. Al Omoush and Al-Shubri stated that corporate performance has a
direct and positive impact on the ROE or ROA and stock returns or prices. Al Omoush and Al-
Shubri argued that corporate performance and stock prices have a direct link.

Anhar (2015) debated that the market price of a stock is affected by its returns and is
reflected in the financial performance of the particular corporation. Anhar (2015) found a direct
connection between stock prices and corporate performance. Anhar (2015) supported Al

Omoush and Al-Shubri’s (2013) findings in that corporate performance coupled with investor
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expectations predicted individual stock prices. A corporation’s performance determines the
financial ratios that investors analyze (Anhar, 2015). Olsen et al. (2016) supported Anhar’s
theory and findings in that corporate performance affects the market price of a stock.

Pham (2016) supported the theory that corporate performance affected stock prices and
concluded that corporate governance practices, including interactions, can affect corporate
performance. The results of Pham’s (2016) study showed mixed results, and Pham suggested
that more research was needed. Contrary to Pham’s theory (2016) and He and Huang’s (2011)
theory, Dalvi and Baghi (2014) contended that corporate performance and the liquidity of shares
have a strong correlation. Furthermore, Dalvi and Baghi (2014) suggested that better corporate
performance creates a higher demand, leading to higher stock prices. Mohamed and Elewa
(2016) and Zhao (2013) argued that corporate performance predicted stock prices as supported
by Ueng (2016) in that performance leads to an increase in shareholder wealth.

Ueng (2016) supported the findings of Sudiyatno et al. (2012) that linked stock prices
with corporate performance. Ueng (2016) also supported Shamsudin et al. (2013) in that stock
prices are reflections of corporate performance that investors are driven by, which in turn, boosts
stock price. Heo and Yang (2016) argued that there are numerous disputes regarding the
reliability of corporate performance in predicting stock prices but argued that investors use
financial performance to predict future stock prices.

Sutopo et al. (2018) contrasted Puspitaningtyas’s (2017) findings, by arguing that much
of the research found relationships between accounting information (corporate performance) and
stock prices. Issah and Ngmenipuo’s (2015) found positive coefficients, indicating that

corporate performance affected stock prices. Olsen et al. (2016) argued that CEO and board
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member characteristics affected stock performance. Olsen et al. (2016) supported Issah and
Ngmenipuo’s (2015) theory.

Arkan (2016) stated that financial ratios that are derived from financial statements predict
stock prices. Arkan argued that accounting data and financial ratios can be attributed to the
change in stock prices. Furthermore, Arkan stated that predictive variables, such as dividend
yield, are commonly used to predict stock prices, but they are not reliable. Arkan argued that
accounting information appears to have a correlation with stock price. Arkan argued that
profitability ratios and valuation ratios have an effect on stock prices, and that the combination
affects predictability in emerging markets. Anwaar (2016) argued that corporate performance
affected stock returns. Anwaar’s findings found that the highest positive correlation was
between the ROA and earnings-per-share (EPR) that were supported by net profit in determining
stock prices. Arkan (2016) and Anwaar (2016) argued that corporate performance has a
correlation with the impact on stock returns (share prices). This finding supported the theory of
this research project.

Dalvi and Baghi (2014) argued that corporate performance affects stock prices supports
this study’s secondary theory. Macharia and Gatuhi stated that good corporate governance
improves financial performance and stock prices (Macharia & Gathuhi, 2013). Support for the
secondary argument of this study stemmed from Michelberger (2016), who argued that good
corporate governance improves performance and stock prices. Interactions are a part of
corporate governance and many studies have confirmed that corporate governance has a general

link in improving corporate performance.

46

www.manaraa.com



47

Summary

Much research has been conducted on the effects of corporate governance. However,
there has been virtually no research in regard to CEOs’ and board members’ interactions in
determining whether the existence, strength, and direction of their interactions affect corporate
performance. Many researchers have touched on CEO and board member interactions, which are
a part of corporate governance.

Researchers, such as Pham (2016), argued that corporate governance affected corporate
performance and that such factors as CEO duality affected corporate performance in a negative
way. Garg and Eisenhardt (2017) along with Duru et al. (2016) explored the relationships
between CEOS and board members. Garg and Eisenhardt (2017) surmised that continuous
communication/interactions between CEOs and board members are important for developing and
implementing strategies and polices

An and Zhang (2013) and Van Essen et al. (2015) suggested that positive interactions
lead to better profit generation, which in turn, leads to a rise in stock price. Rao and Tilt (2016)
concurred with An and Zhang (2013) and argued that higher stock prices can be achieved
through positive interactions. Hartnell et al. (2016) stated that interactions between CEOs and
board members affect corporate performance. However, the findings by Hartnell et al. lack
factors that can affect performance.

Lilienfeld-Toal and Ruenzi (2014) argued that the relationships between CEOs and board
members directly impacts stock performance. The various researchers’ findings indicate a great
deal of contrast, but overall, the majority of the researchers determined that a link exists between
corporate performance and stock prices. Recent research found that several factors influence a

corporation’s potential performance, including the efforts by its CEO and board members. The
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research has numerous gaps and, as suggested, further research into interactions, corporate

performance, and stock prices is warranted.
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Chapter 3: Research Method
Introduction

The purpose of this quantitative correlational research was to determine the existence,
strength, and direction of the relationship between the interactions between the CEOs and board
members and corporate performance. In addition to this, the existence, strength, and direction of
the relationship between the interactions between the CEOs and board members and the
corporation’s stock price was determined. The predictor (independent) variable was the level of
interaction between the CEO and board members. Corporate performance and stock prices were
the criterion (dependent) variables.

The problem to be addressed in this study was to determine the existence, strength, and
direction of a relationship between the interactions between the CEO and board members,
corporate performance, and stock prices. Board members’ behavior has not been researched to
any great extent, but the suggestion is that effective decision-making necessitates different
interaction patterns (Bezemer et al., 2014). Bezemer et al. (2014) argued that it is the qualitative
assessment of the interaction differences that affected the quality of the corporate meetings.
Overview

The research method and design were that of a quantitative correlational study to
examine the existence, strength, and directions relationship between the interactions between the
CEOs, board members, and corporate performance. Quantitative research was chosen because it
involved the collection of numerical data that can be generalized to large populations.
Quantitative correlational analysis is the analysis whereby there is no manipulation of data and

the data were used to determine if there is a relationship between the variables (Curtis,
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Comiskey, & Dempsey, 2016). This research method was appropriate in that it facilitated the
basis for exploring the relationships between the CEO and board members in an objective way.

The key steps in this research design were those that could display the data in matrixes
(or graphs) and whether the interpretation about the direction, strength, and the association of
variables could be determined. The population comprised those corporations listed on the ASX
that had not been in a trading halt or takeover in the last 12 months. This study questionnaire,
data collection, and analysis were hosted and undertaken by Qualtrics sampling CEOs and board
members. The questionnaire comprised numerous questions seeking closed answers on the
participant’s behavior, effectiveness, general feelings with decision-making, corporate
performance, and stock movements.

Research Method and Design

The purpose of this research was to determine the existence, strength, and direction of
the relationship between the interactions between the CEOs and board members and corporate
performance. In addition, the existence, strength, and direction of the relationship between the
interactions between the CEOs and board members and the corporation’s stock price will be
determined. There are many factors that could influence the performance but there may be a link
between the interactions and the corporate performance.

Primarily three research methodologies were considered for this study, quantitative,
qualitative, and mixed methodology. Quantitative research involves the collection of numerical
data which can be used to generalize the results to large populations. Quantitative research was
applicable for this study because statistics can be sampled from the population with minimal time
constraints for the participants. Quantitative research is an objective method that tests the theory

rather than in developing a theory and it is more accurate as it is structured and deductive (Park
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& Park, 2016). Quantitative researchers use samples that will serve as representatives of the
population to facilitate the creation of statistical models to explain concepts in the prediction of
results (Balnaves & Caputi, 2001).

Quantitative correlational analysis (other than experimental designs) is the analysis
whereby there is no manipulation of the data and it is purely used to determine if there is a
relationship between the variables or characteristics (Curtis et al., 2016). Correlational studies
measure directly or indirectly depending on whether the subject is intangible or tangible. In this
study, the research used an indirect method to examine correlations (if any) as it is an intangible
(Curtis et al., 2016). Support for using correlation research is that it can be undertaken quickly
and is relatively inexpensive and more importantly, the data provided often lead to further
explorations of a phenomena (Curtis et al., 2016). Correlational research can provide the basis
for future research to investigate the variables that appear to be correlated (Curtis et al., 2016).
However, it must be noted that correlational research does not confirm a causation (Curtis et al.,
2016).

Correlational research is undertaken to help in the examination of the relationship of one
characteristic or variable to one or more other characteristics of variables, to assess the
correlation between these variables (Leedy & Ormrod, 2013). Correlational research
methodology is a conceptual framework whereby the researcher accurately defines the variables
(Curtis, Comiskey, & Dempsey, 2016). The correlation is assessed on the basis of an increase or
reduction in the values of one variable following a change in the other variable in a predictable
fashion (Leedy & Ormrod, 2013).

The disadvantage of correlational studies is that a faulty logic characteristic that

supposedly influences the other, might lead to differences in result values (Leedy & Ormrod,
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2013). This study was based on a correlational non-experimental design to assess a potential
correlation. Correlational research is simply an exploratory study to classify the activities of
variables.

A research design specifies the methods and procedure for collecting and analyzing the
data (Zigmund et al., 2010). The population and target will comprise a sample from a random
selection of the 2,200 corporations listed on the ASX. The criterion (dependent) variables were
corporate performance and stock prices and the predictor (independent) variable were the level

of interactions between the CEO and board members.

This research method was appropriate since it facilitated the basis for exploring the
relationship between the CEO and board members in an objective manner. Quantitative research
enhances the probabilities of the variability of ideas to the research problem (Leedy & Ormrod,
2013). Quantitative research includes the examination of the variables, which are numerically
measurable thus seeking a measurement of the association between two variables called
correlational studies (Becker et al., 2016). Correlational studies tend to be more accurate in the
estimation of relationships between the predictor and criterion than other methods (Becker et al.,
2016).

Qualitative research is characterized by the aim of understanding some aspect of social
life rather than generating data for analysis through numbers (McCusker & Gunaydin, 2015).
Furthermore, qualitative research is aimed to understand attitudes and experiences of people
(McCusker & Gunaydin, 2015). Qualitative research method is a method used to analyze the
quality or characteristics and to facilitate examination of the complexities of the specific

phenomenon (Leedy & Ormrod, 2013). A drawback of qualitative research method is the
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possible change in the natural behaviors of the participants, due to awareness of the procedure
and observation (Leedy & Ormrod, 2013).

In contrast to quantitative research, qualitative research is subjective as the researcher
interacts with the participants (Smith, 2013). Qualitative research tends to be value-laden,
biased, and unstructured, but can prove to be accurate and reliable through verification (Park &
Park, 2016). Qualitative research will generalize case findings by searching for other similar
cases, but it is limited to similar cases and cannot be generalized to a target population (Smith,
2013).

Mixed methods is a combination of both qualitative and qualitative research methods
(Tran, 2016). Mixed method uses multiple methods to achieve their research by using
triangulation but it is generally not transferable or generalizable (Tran, 2016). The problem with
mixed methods research is that it has untenable theoretical foundations (Doucerain, Vargas, &
Ryder, 2016). However, this is largely been overcome by adopting pragmatism (Doucerain,
Vargas, & Ryder, 2016).

“Mixed methods research is a research design (or methodology) in which the researcher
collects, analyzes, and mixes (integrates or connects) both quantitative and qualitative data in a
single study or a multiphase program of inquiry" (Creswell as cited in Petrovic et al., 2017).
Petrovic et al. (2017) concluded that mixed methodology provides a more complete approach
than a solely quantitative or qualitative approach. A drawback of both the mixed methods and
qualitative research is that they may generate results in favor of their research and fraud or

misconduct is reasonably common (Fanelli, 2009).

The key steps in the research design were that the sample was adequate for the testing;

that the results can be displayed in matrixes (or graphs); whether the interpretation about the
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direction and strength of the association of the variables can be determined, that the
identification of the predictor and criterion variables have been completed; and to ensure that the
research problem and purpose of the research were clearly stated.

Quantitative research was the most suitable for this research in that it involves the
collection of numerical data that can be used to generalize results to large populations. This
study required objective research to be able to test the theory as suggested by Park and Park
(2016). Qualitative research is subjective whereas an objective approach is required for this
research to be able to generalize to large populations.

Research using the mixed methods is a combination of both quantitative and qualitative
methods (Tran, 2016). However, the mixed methods research has the weakness in that it
undertakes qualitative research (McCusker & Gunaydin, 2015). Mixed methods research was
not used for this project because of this qualitative aspect. This study used the quantitative
research method.

Population and Sample

The population listed on the ASX consists of organizations having a balance sheet date of
June 30 was the target. Such population offered a large range for selection of potential
participants and there are approximately 2,200 corporations listed on the ASX. Corporations
placed into external management were not included because the market prices of these were in a
trading halt and fluctuations would also be associated with debts and corporate performance
instead of corporate governance matters. In this case, the samples were obtained from the CEOs
with large range of experience levels will be included. By doing so, there were different levels

of experience ranging from the relatively inexperienced to the highly experienced which
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provided a better sample that ensured a realistic approach for seeking correlations. The sample
was a random sample of 57 participants who agree to participate.

G*Power software was used to determine the sample size from the target population. The
test for the required sample was the Wilcoxon signed-rank test because rank is assigned. The bi-
serial correlation test was not applicable because it requires ratio or interval data. The error
factor, alpha was 5% and therefore the confidence level stands at 95%. The beta factor was the
probability of a Type II error and is one minus the alpha factor which represented the power.
The size of the sample was 34 after utilizing a two-tailed correlation examination.

The G*Power test used was the t-test family using the Wilcoxon signed-rank test model
and to ensure validity. This model was chosen to calculate the sample size for a two-tail test.
The number of predictors was one (the level of interactions between the CEOs and board
members).

The test was a two-tail test with an alpha of 0.05. The power is 1- alpha which in this
case was 1-.05 which equals .95. The alpha (which is 1 minus the confidence level) was the
lower cut-off level of significance and is normally set at .05 (Tomczak et al., 2014). A sample
size comprises three factors, namely the significance level, power, and magnitude of the
differences (McCrum-Gardner, 2010). The significance level (p value) is the probability cut-off
point of 5% usually (McCrum-Gardner, 2010). The effect size quantifies the differences
between two or more groups and is measured in the outcomes of the control group and the
experimental groups (McCrum-Gardner, 2010).

Materials and Instrumentation
Research data must be useful and in particular, it must be reliable and valid (Kimberlin &

Winterstein, 2008). Reliability requires the processes to have exact replicability (Lueng, 2015).
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Validity refers to whether a research question is valid in determining the outcomes (Lueng,
2015). Validity includes the design methodology, sampling, and the data analysis to determine
whether all of these factors are valid (Lueng, 2015).

Internal validity is defined as an absurd association between 2 variables attributable to a
causal link (Broniatowski & Tucker, 2017). External validity may be defined as a causal link
that generalizes across various contexts and must not only be valid, but must be reliable and
replicable (Broniatowski & Tucker, 2017). If there is a correlation between the interactions and
corporate performance and this can be replicated, then the results can be generalized to other
corporations.

The survey instrument comprised a bank of questions to measure the level of interactions
between the CEO and board members, financial performance, and stock price movements. The
first section of the question bank was the self-administered Schultz, Israel, and Lantz (2003)
instrument which was used for evaluating dimensions of group dynamics on a scale of one to 4.
The reliability of the instrument had previously been demonstrated and was to be replicated as
the questionnaire was used without alteration.

The second bank of questions comprised questions on financial performance and stock
price movements. This section was a self-administered quantitative instrument and the questions
require a response on a scale to collect data on the performance and stock prices. The responses
generated were kept anonymously as the CEOs do not have to identify their corporation or their
names and only percentage changes between two successive years was collected through the

questionnaire.
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Operational Definitions of Variables

Level of interactions between CEO and board members. The level of interactions
between the CEO and board members were self-assessed and measured based on the Schultz,
Israel, and Lantz (2003) instrument for evaluating dimensions of group dynamics on a scale of
one to ten. The level of interactions in this study were those that involve communication,
emotion in organization, and employee attitudes (Biggio & Cortese, 2013). The level of
interactions within the meaning of communication includes those verbal as well as non-verbal
communications. These can be positive and negative emotions as a part of the interactions and
likewise, attitudes can be positive or negative.

Positive interactions may be defined as those non-hostile interactions in a form that are
designed to be positive. Hostile interactions are defined as those actions that are in response to a
perceived threat or insult and are often fueled by emotion (Brose, 2011). Passive interactions
may be defined as those actions, whereby a person is afraid to interact and often showed little or
no emotion. It has also been argued that emotions are generally passive, and it can be effectively
controlled (Prinz, 2008). These interactions were coded on a 1-10 scale whereby 1 was the
lowest ranking (nil or virtually nil positive interactions) and 10 was the highest where the
interactions are very positive. The interactions were measured for two years so that there was a
comparison available.

Corporate performance. Corporate performance was the dependent measured by the
net profit and measured on a ratio scale provided by the participants as reported to the ASX
(Roberts, 2016). The variance was the difference between the previous financial year and the
current financial year. Corporate performance is the degree to which financial goals and

objectives are met and corporate performance is the corporation’s key measure of financial
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success (Schwaiger & Pfisher, 2016). Corporate performance is a measure of the corporation’s
overall financial health (Ngunjiri, 2016).

Stock price. Stock price variance may be measured as a percentage of growth, for
example, in bands of less than 10%, more than 10% but less than 20%, more than 20% but less
than 30%, and greater than 30%. This was self-reported by the participants and it was the
difference (positive or negative) between the current financial year valuations and the previous
financial year valuations on a percentage basis.

Study Procedures

Prior to collecting data, approval was sought and received from the Institutional Review
Board (IRB). This was particularly important because the research involves human subjects and
procedures involving human subjects must comply with a wide range of requirements. The IRB
Committee investigates or examines the research project and in particular, the research questions
for the security of the data for confidentiality (NCU, 2017). The IRB Committee seeks to ensure
the researcher does not harm physically, mentally, or cause discomfort or damage to the
participants (NCU, 2017).

The IRB Committee ensures that the participants do not face undue risk and the
Committee reviews the safety, welfare, rights, and dignity of the research participants (NCU,
2017). The researcher must maintain confidentiality at all times so that the identity of the
participant remains unknown (NCU, 2017). Privacy issues have long been issues in survey
research and as most research techniques require personal data, there is always the risk of
disclosure, inadvertently or otherwise (Saha-Chaudhuri & Weinberg, 2017). Data research needs

to be anonymized by removing the identifiers and at no stage will the identity be known to
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outsiders, as the participants will not need to provide any personal identifiers including that of
their corporation’s name that may provide a link (Saha-Chaudhuri & Weinberg, 2017).

Assurance was provided that under no circumstances would the data be provided to a
third party. All research materials were kept in a locked safe, accessible only to a researcher.
The findings were written in an aggregate manner whereby no personal identifiers are attached,
as none were recorded, and all research materials will be destroyed after seven years by deleting
all electronic files and by shredding paper files (NCU, 2017). Any information regarding the
corporation, from where participants are recruited would not be disclosed.

Leedy and Ormrod (2013) argued that research is often mistaken for the simple gathering
of information. In fact, research is more than that and it involves collecting, analyzing, and
interpreting the data with the view to understanding a phenomenon (Leedy & Ormrod, 2013).
Furthermore, there must be at least one question about the phenomenon to undertake research
(Williams, 2007). There are three approaches to research, namely, quantitative, qualitative, and
mixed methods of which the last is a combination of quantitative and qualitative research
methods (Williams, 2007).

This quantitative method research examined the correlation between the interactions of
the CEO and board members and corporate performance. Quantitative research involves a
method of using numerical statistics in a non-experimentation mode and it builds upon existing
theories whereby the research creates meaningful data through objectivity (Leedy & Ormrod,
2013; Williams, 2013). This quantitative research questionnaire was hosted by Qualtrics to
examine the relationship between one variable and another to determine whether an increase or
decrease in the value of the independent variable results in a predictable manner for the

dependent variable (Leedy & Ormrod, 2014).
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The data provided the correlation or otherwise between the interactions of the CEO and
the board members. The research problem must be manageable and aligned with the method or
design that aligns with these hypotheses (Gavin, 2016). The linkage between the interactions,
stock performance, and stock prices were undertaken by comparing the CEOs’ responses
compared to the corporate performance variance and by comparing the stock price movements.

The responses on the one to 10 scale questions provided the basis of the level of
interactions which actually are the reflection of the quality of interactions. By testing for the
correlation between the quality/level of interactions, the tests in the correlational analysis may
find that there is or there is not a linkage. Dubberly, Pangaro, and Hague (2009) contended that
interactions were a framing of the relationships between people and objects. Machdar (2017)
argued that financial performance does affect stock prices however, the correlation, if any,
between the quality and level of interactions, may affect the corporate performance, which in
turn may affect the stock prices.

Data Collection and Analysis

The participants submitted their responses electronically to Qualtrics for analysis. This
data provided information to be analyzed and was sufficient to satisfy the requirements for
aligning with the hypotheses. The analysis was undertaken by examining and transforming the
data into some meaningful model for it to be useful and this included the data provided by the
participants. The CEOs participating needed to nominate the corporation’s profit and stock
prices’ movements. The data collected from the survey by the CEOs comprised responses on a
scale of one to 10 (where one is the lowest ranked and ten is the highest score).

H1o. There is no statistically significant relationship between the interactions between the

CEOs and board members and corporate performance.
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H1a There is a statistically significant relationship between the interactions between the
CEOs and board members and corporate performance.

H2o. There is a no statistically significant relationship between the interactions between
the CEOs and board members and the corporation’s stock prices.

H2.. There is a statistically significant relationship between the interactions between the
CEOs and board members and the corporation’s stock prices.

The Wilcoxon signed-rank test was used to compare paired samples when the hypothesis
was being tested which was used to determine whether the correlation between the variables was
significant, whereby the significance level known as alpha (o) approaches 1 on a scale of -1 to
+1 (The test could further be strengthened by using Spearman’s correlation if the variables are
not normally distributed and/or the Pearson’s correlation (Trajkowski, 2016). Pearson’s
correlation test used the two-tailed test because the direction of the relationship in the hypotheses
may have the possibility of a relationship in both directions. Pearson’s correlation coefficient (r)
was used to measure the strength of our “linear” relationship between two quantitative variables,
whereby the major assumption is that of a normal distribution (Trajkowski, 2016).

Outliers are unusual data points and in statistics researchers always test the outlier by
using an outlier test in both outlying X axis and outlying Y axis on a graph. In regression
analysis, a researcher can test the outlier by plotting regression residuals compared to the
predicted Y values, or by plotting regression residuals compared to the order of the data points.
If a residual is two standard deviations away from zero, it would be considered an outlier. The
cause of its displacement may be due to error in measurement or in experiment.

Linearity is a property of a mathematical expression that can be represented as a straight

line in a graph. Normality tests are done to check whether the data are normally distributed
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independent and dependent variables (Trajkowski, 2016). Statistical tests are conducted based
on the set of assumptions and if there are changes in these, assumption violation may result.
Normality means that the results are normally distributed in a symmetrical bell-shaped curve
with a zero mean and with a one standard deviation and the skewness and kurtosis would both be
zero (Emerson, 2018). Kurtosis is the measure of heavy or light tailed nurse in normal
distribution.

Cronbach’s alpha is used to test whether or not a questionnaire is reliable and valid
(Tavokol & Dennick, 2011). Cronbach’s alpha is the best method of reliability (social sciences)
and can be determined in a single session which produces internal consistency that is superior to
other methods (Diedenhofen & Musch, 2016). Cronbach’s alpha coefficients are used in regard
to internal consistency reliability (Diedenhofen & Musch, 2016). If items in the dataset are
closely related to each other then they are considered as valid and reliable (Connelly, 2011).
Calculating alpha is a common practice for new questionnaires especially when multiple-term
measures of a construct are engaged (Tavakol & Dennick, 2011). In this context, the step-by-
step demonstration of analysis is identifiable in the sense that the responses collected from the
study will be organized.

The first step is to check that the questionnaire was reliable and valid; the Schultz, Israel,
and Lantz Questionnaire has been proven reliable and valid. The collected data were tested
using the Wilcoxon correlation test to determine whether there is a correlation between the
variables (Trajkovski, 2016). Spearman’s correlation test was also undertaken to ensure that the
research correlation is strengthened (Trajkovski, 2016). The next step was to check for outliers
which are unusual data points. The results of this research were analyzed and written up to either

confirm or deny the hypotheses.
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Assumptions

Leedy and Ormrod (2013) argued that often assumptions are so self-evident that
researchers may consider them unnecessary to discuss. However, that is not the case and all the
assumptions need to be stated and an assumption, applied to research, is important as it is
presumed to be true for a specific purpose (Wargo, 2015). Further assumptions were that the
executives of the listed corporations would be able to read and understand the questionnaire. It
is also assumed that the participants will have a sincere interest in the research and act honestly
(Wargo, 2015).
Limitations

If the study goes beyond the limits then the results may not hold true and possibly result
in false correlations between the level of interactions between the CEOs and board members.
Limitations are those factors that a researcher cannot control. In this study the limitations were
those factors that the participants may exhibit in by not acting honestly or by falsifying the
financial performance and so on. The limitation of this study was that it is seeking a correlation
between interactions and corporate performance and consequently, whether corporate
performance results in higher stock prices or otherwise. Limitations must be justified rather than
stated (Simon, 2011). The questionnaire must be simple and straightforward so that the
participants are unlikely to misinterpret what is asked.

Simon and Goes (2013) argued that every study design has particular limitations and
these limitations may affect the result and the conclusions. Correlational research involves the
prediction that the behavior of one variable affects the other without necessarily being the causal

effect (Simon & Goes, 2013). There may be some other causes or factors that affect or cause the
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results. The limitations are present with respect to the generality of such findings so that
findings that go beyond these limits, may not necessarily be true (Simon & Goes, 2013).

Research studies have strengths and weaknesses, but it is the limitation that should be
focused specifically on the problem and not on general limitations of all studies (Connelly,
2013). Connelly (2013) further argued that limitations focus on internal and the external validity
of the study whereby the internal validity addresses the conduct of the research and the external
validity focuses on the applications to generalize. Connelly (2013) further argued that other
limitations may be unique to the particular study and such limitations cannot be controlled by the
researcher although some may be minimized.
Delimitations

Delimitations are made by choice by a researcher stemming from the objectives of the
research (Simon & Goes, 2013). Delimitations have characteristics that are the limit of the
research and therefore define the boundaries (Simon, 2011). Delimitations are made to narrow
the field of research otherwise the scope would be too vast and meaningless or at least virtually
impossible to undertake. In this research study, there were no geographical limits, except that of
the continent of Australia. Another delimiting factor was that corporations that have been placed
in a trading halt or have undergone a merger in the last 12 months, were excluded. The research
was conducted on listed corporations on the ASX.

A major step in delimiting was in the choice of the problem whereby there are other
related problems that could have been chosen but were rejected (Simon & Goes, 2013). The
delimiting factor in this study was that of the interactions between the CEO and board members,

but not between general management and stakeholders for example. Furthermore, the limitations
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of those companies that are under administration or have been taken over during that particular
year and were excluded.
Ethical Assurances

Akbulut et al. (2008) asserted that ethical violations have increased significantly with the
event of computer technology. Akbulut et al. (2008) further argued that there has been an
increase in such ethical violations in the data collection process and ethical committees are
established to control such. Data collection methods, particularly in scientific research regarding
human beings, require approval from the ethics committees (Akbulut et al., 2008). When
conducting research, there are major ethical issues to be addressed, namely; informed consent,
beneficence (do no harm), respect for anonymity and confidentiality, and respect for privacy.
(Fouka & Mantzorou, 2011).

Brydon-Miller (2008) argued that training in ethics is not necessarily enough to restrain
the researcher in conducting self-reflection. Furthermore, Brydon-Miller (2008) argued that any
self-reflection is required to evaluate critically a researcher’s ethics. Furthermore, informed
consent will be obtained to protect the privacy of the participants. Research ethics includes
honesty, objectivity, integrity, carefulness, openness, respect for intellectual property,
confidentiality, publication, respect for colleagues, social responsibility, non-discrimination,
competence, and legal requirements toward human beings’ protection (Resnick, 2015).

It is essential that the data are securely controlled and are not available to anybody or
accessible by outsiders. The CEOs will require that secure steps in securing the data will be
taken and by not making it available to anyone outside consistent with the code of ethics

(Neuman, 2014). This research study not only took into consideration the legalities but the
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ethical and moral considerations as required. This research, in no way, jeopardized or harmed
the participants by releasing sensitive data which may or may not be commercially valuable.

These data were kept confidential, but, steps in the security of the data were undertaken
at all stages to prevent any unauthorized activity. The collection and storage of data are very
important and must be done in a fail-safe system (DeVries et al., 2017). Researchers undertaking
research involving human subjects must follow a good governance system. The data are
securely captured and stored in a manner that will prevent unauthorized access (DeVries et al.,
2017).

NCU guidelines also require the utmost in safe security of sensitive material or data that
identify the participants and the data must be securely captured and stored (NCU, 2017).
Participants were never be coerced into participating and participation was voluntary.
Furthermore, the participants were aware of their rights and their involvement as they signed an
informed consent form (Neuman, 2014). The data will be kept for seven years in a locked safe
and after this period the data will be destroyed by shredding and burning.

Jachimowicz, Matz, and Polonski (2017) asserted that the interest of the researchers and
participants must be aligned and transparent to the participants. Researchers must ensure that the
participants are well informed in how the data will be used (Jachimowicz et al., 2017). The
participants were provided with an informed consent that spelled out the kinds of research that
would be undertaken in addition to the participants’ protection (Tai, 2012). Furthermore, there
were no deceptive techniques and informed consent is the most essential part of the research
ethics (Tai, 2012).

Researchers must be meticulous and careful and attentive to detail and communications

of the results must be in full and reported in an unbiased way (NCU, 2017). Furthermore, the
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research must be objective, and conclusions and interpretations must be based on facts and
information that is capable of proof and replication and there should be transparency in the
methods along with the impartiality from interested parties (NCU. 2017). Furthermore, research
involving animals or human subjects must follow the principles of respect in a duty of care and
fairness in providing proper references along with treating fellow researchers with honesty and
integrity (NCU, 2017).

As the researcher, I complied with all issues as required by the IRB. I ensured that the
major ethical issues such as informed consent, beneficence, respect for anonymity and
confidentiality, and privacy were complied with. Furthermore, I obtained the written consent to
protect the privacy of the participants and to inform them of the objectivity, integrity, and the use
of the data. This was done in an honest manner to protect and to have respect for my
professional colleagues as well as complying with moral and ethical obligations. I ensured that
the data are securely controlled and are not available to anyone outside the survey.

These reports were made in a meticulous manner in a full and unbiased way. IRB
approval was sought prior to conducting any research to ensure compliance with all regulations
and standards. Participation in the research was totally voluntary without any compulsion or
obligation. As this study is objective, the participants were expected to act honestly and not
introduce any biases that may affect their personal and professional experiences regarding the
interactions.

Summary

The problem addressed is whether there is a relationship between the interactions

between the CEO and board members, corporate performance, and stock market prices.

Quantitative researchers have been recognizing an effective model of study because it is
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objective (Leedy & Ormrod, 2013). This research method was appropriate for the study as it
facilitates the basis for exploring the relationship between the CEO and board members in
understanding their role in organizational performance. The quantitative method was chosen
because of its objectivity and being able to sample a large number of participants from
corporations listed on the ASX. The population of the target were those corporations listed on
the ASX which provided a large range for a sample selection.

The limitations on the quantitative research stemmed from the questions and the factors
beyond which a researcher cannot control. The quantitative research data should be able to be
generalized from the sample taken. This does not mean that generalizations are to be taken from
outside of the questions and generalized beyond the limitations of the study. A major and
potential limitation for this study was that there is no control over the behavior of the
participants.

Prior to any data being collected, IRB approval was given including the priori test. IRB
protects the participants from unethical conduct in regard to the participants’ safety, welfare,
rights, and dignity (NCU, 2017). Delimitations were made by choice by the researcher
stemming from the objectives of the research to be undertaken (Simon & Goes, 2013). Brydon-
Miller (2008) argued that ethics is not necessarily a restraint on the researcher, but it provides a

self-reflection on how to conduct research.
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Chapter 4: Findings

The purpose of this quantitative correlational research was to determine the existence,
strength, and direction of the relationship between the interactions between the CEOs and board
members and corporate performance. The boundaries of the study were publicly listed as
companies on the Australian Securities Exchange (ASX) and their CEOs and board members.
Furthermore, the corporations must not been in the takeover or trade suspension in the last 12
months. In addition, the existence, strength, and direction of the relationship between the
interactions between the CEOs and board members and the corporation’s stock price were
determined. The boundaries of this study were those of CEOs and board members of public
companies listed on the Australian Securities Exchange (ASX) that had not been taken over or in
a trade suspension or halt in the last 12 months. The predictor (independent) variable was the
level of interaction between the CEO and board members. Corporate performance and stock
prices were the criterion (dependent) variables.

The quantitative study analysis was to examine the extent to which the data met the
assumptions and to identify particular and potential factors that would impact the interpretation
of the results. The primary object of this study was to determine whether there is a relationship
between the interactions between the CEO and board members and the correlation between these
interactions, and corporate performance. This chapter analyzes the research question and
hypotheses, the results of the questionnaire and the evaluation of the findings.

Validity and Reliability

The object of this study was to determine if there is a correlation between the interactions
between the CEO and board members that predict the corporate performance and the stock

performance. The interactions between the CEO and board members was a subset of corporate
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governance in general and its correlations in relation to corporate performance (if any). The
survey was designed based on questions from the Schulz, Israel, and Lantz Questionnaire bank
(Schulz, Israel, & Lantz, 2003). Statistical tests included ANOV As, regression, and the
Wilcoxon signed-rank test. The questionnaire was hosted by Qualtrics (Australia). The research
question is looking to see if there is any relationship between the interactions of the CEO and
board members and corporate performance. The behavior of the CEO and board members is
ascertained through these questions. The hypotheses are seeking whether there is a significant
relationship between the interactions between the CEO and board members and corporate
performance or otherwise. (See Appendix A for the questions comprising the individuals’
behavior pattern).

Prior to commencing the analysis, inferential statistics require certain assumptions to be
made. It is assumed that there is the normality of the continuous variables that are used, and they
are normally distributed around a mean (that is a bell-shaped distribution). ANOVA, a regression
test, was used and normality is assessed with regards to the mean differences. If the assumptions
of normality are not there, then the normality becomes skewed along with kurtosis.

Reliability, especially in psychological research, needs to be consistent in the results.
Reliability is important because the study must fulfil the predicted aims and hypothesis to ensure
that the results are due to the study. This means that the results must not stem from extraneous
information or variables. Reliability is able to be measured in a number of ways, depending on
the type of instrument (Polit & Beck, 2012). There is no point in having unreliable or
inconsistent results from the study that cannot be replicated.

Reliability is evaluated by the extent that individual differences between the scores across

groups of participants, are key measures (Hagan, 2014). The reliability coefficient is one of the
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most commonly reported reliability measures, particularly in statistics based on correlations
between scores on the same test (Hagan, 2014). Overall, reliability must be consistent in its
assessment and it does matter particularly in psychological research. The reliability can be
strengthened by asking sufficient questions to assess the results from the study.

Validity on the other hand, is a measure of how well the questions are obtaining
information and results in the study. In particular, psychological assessment requires consistent
and accurate results that are reliable and valid. Validity involves collecting evidence to support
the score interpretations. Thus, rendering support that the score interpretations are accurate
(Hagan, 2014). It is important that the concept being measured is actually reflected by the
interpretations of the instrument (Hagan, 2014).

Validity, regarding data collection, means that the results are representative of the
intention of the research. Validity must ensure that the questions actually measure what they
claim to measure. An important aspect is the interpretations rely on the assumptions and what
effect or impact these will have upon the interpretation (Hagan, 2014).

The obvious concern when selecting an instrument is what it actually measures and the
concepts that are relevant to the research questions (Hagan, 2014). Of major concern is whether
or not the instrument allows the researcher to measure the predictor and moderator variables
needed to answer the research question (Hagan, 2014). On completion the results must include
information of the selection, administration, and how the performance rated. The concept
(statistically speaking) and the results will hinge on the instrument being used (Hagan, 2014).

Quantitative data are measurements expressing certain quantities and are normally
measured in units associated with the data. Research using quantitative methods is aimed at

performing mathematical modelling and estimation to test the objective theories or to find

71

www.manaraa.com



72

relationships between the variables (Edler et al., 2002). In this study, SPSS and Excel software
programs were used to test for relationships. The correlation analyses were used in the research
to determine whether or not there were relationships between the variables.

It must be noted that the collection, analyzing, and the reporting of data are not an exact
science and errors can and will occur (Brown, Kaiser, Anders, & Allison, 2018). It is important
that errors and reliability are identified by the analyst and minimized or eliminated as best as
possible. The most common error is the measurement error which is the difference between the
measured quantity and its true value course through miss calibrated instruments. However,
generally speaking, blunders are recorded by mistake in the instruments calculating the
measurement and the data result recording. Thus, by labelling an error, the analyst declares that
it is lacking an objective correctness (Brown et al., 2018).

There are numerous types of errors related to measurement, study design, replication,
statistical analysis, among others (Brown et al., 2018). There are three types of errors, namely
systematic errors, random errors, and blunders. It is reasonably difficult to miscalculate the
research data in quantitative research as the measurements are mathematically recorded. These
errors affect the entirety of the research and in fact some may cause harm (Brown et al., 2018).
A type I error is when the null hypothesis is true, but the analyst rejects it. This is also known as
a false positive. A Type II error is when the null hypothesis is false, and the analyst fails to
reject it. This is also called a false negative.

A psychometrics study is concerned with theory and technique and is concerned with the
objective measurement of various attributes such as skills, knowledge, personality traits,
attitudes, and the like. There are various impacts in this study in the lack of variation with the

data collected. Thus, in future, further testing could be carried out. It is important that the
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psychometric soundness with the Wilcoxon signed-rank test and regression tests are verified.
Potential factors that would affect the impact on interpretation include the lack of variation in the
responses. Further statistical tests may increase the predictability.

Once the data have been collected, it is essential that the data be interpreted and analyzed
to be useful in meeting the objective of the research (Saunders, Thornhill, & Lewis, 2007). Data
analysis, and interpretation assign meaning to the collected information to determine the
significance, implications, and overall conclusions. The analysis and interpretation provide the
meaning made of the data collected. The data analysis is essential in that it provides conclusions
that may or may not support the research problem.

Research using quantitative data methods is often used in psychological or social sciences
research (Sakaluk, Williams, & Biernat, 2014). The primary use of statistical analysis is to be
able to interpret and to generalize the research findings (Unwin, 2013). A primary goal of the
statistical analysis is to identify correlations (if any exist) and trends. Qualtrics (Australia)
hosted the questionnaire and Qualtrics used IBM SPSS and Excel statistical analysis programs.

Results

The survey was designed to cover both active and passive quantitative variables. This
survey was a non-experimental quantitative survey hosted from the 25" to 30" March 2019 and
received 38 complete responses. The analyses were conducted in both SPSS and Excel.

The variables (profit and stock performance increase) had insufficient variations in
results to evaluate the difference between options for a 2-tailed hypothesis test. Active variables
encompass the participant’s behavioral patterns with respect to actionable participation in board
meetings as well as the effectiveness of the CEO / board interactions. Questions covered in this

section required the respondent to quantify their input and how such input affected board
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meetings. Such questions asked encompassed the number of times input was sought or given,
the fluidity, and influence of interactions and commitment to decided courses of action.
Of the 38 participants 22 were female and 16 were male. The age range was from 26 to
58, with a mean of 37.08. The greatest number of the participants were aged 32.
Table I- Participant Descriptor Summary
Age of participants

a0

15

Mean: 3708

10
o 1 i II IIIIIIIIIII

26 X4 30 03 32 33 ¥ FXH 3M I OIJ M\ 42 45 46 47 43 51 56 5B

The size of the corporations in terms of revenue, are listed below. The table shows that
the majority of the corporations had revenues in the $2-$10 million range.

Table 2 - Size of company in terms of revenue

Company's annual turnover
90

20

a0
10
; =

2million or less  2million - 10million 10million - Edmillion and ower
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The size of the corporations in terms of employee numbers in the survey, is listed below.
The majority of the corporations had the numbers of employees ranging from 51-300.
Furthermore, there were some corporations that had more than 1,000 employees.
Table 3- Size of company in terms of number of employees

Size of company by employee number

a5
20
1%

21-50 £1-100 101-300 201-500 S501-1000 1001-2000

= N

Research question 1/ Hypothesis: What is the relationship, if any, between the interactions
of the CEO and board members and corporate performance?

H1o. There is no statistically significant relationship between the interactions between the

CEOs and board members and corporate performance.

H1a. There is a statistically significant relationship between the interactions between the

CEOs and board members and corporate performance.

The first part of the survey (34 attitudinal questions) sought responses based on the core
questions provided by the participant. To test the null hypothesis1 and to answer the Research
Question 1, all of the attitudinal (perception) questions were analyzed for scale reliability. Factor
analysis was conducted and eight factors were created across five dimensions. The principal
component analysis was in using the oblique rotation. Furthermore, factor scores were created

using the Anderson-Rubin method as illustrated in Figure 6. These factors dealt with the
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perceptions of personal influence over other members of the board. (See Appendix B for
Perceptions of board members’ interactions and resolutions)

Several cases had missing data on specific branch questions. There were no other
questions that had missing data and all cases were retained. Skewness and kurtosis were
significant in all variables (greater than plus/- 0.05). The data were not transformed due to the
assumption that nonparametric testing with ranking, would be used to test significance. This
would also counteract the impact of the skew on the analyses.

A multiple regression was performed on the variables identified in table 6 and table 7.
The table displays the correlations between variables and the unstandardized regression
coefficients, and the intercept, the standardised regression coefficients, and the goodness-of-fit.
The results were that the regression was not significantly different from zero. Therefore, it can
be concluded that no factors were significant.

The model specifies one endogenous variable over all stock performance ranks score and
numerous exogenous variables. These variables are perceptions of personal influence,
acceptance of others, personal commitment towards board outcomes, perceptions of board
member interactions and resolutions, perceptions of board member trust and cooperation,
perception of staff interactions, staff involvement in board meetings, satisfaction in the meetings,
and board effectiveness. (See Appendix C for the Perceptions of board members’ interactions
and resolutions).

Regression was performed on the variables. Using the variables created from the factor
scores, Appendix D (Correlation matrix for the regression of profit-making), displays the
correlations between variables and displays the unstandardized regression coefficients, the

standardized regression coefficients, and the goodness-of-fit. The regression was not
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significantly different from zero and therefore no factors were significant. The correlation
matrix for the regression stock performance ranking. This demonstrated at Appendix E. There
was very little differences in the perceptions of personal influence and acceptance of others.

ANOVAs were conducted across all attitudinal questions using the dichotomous
dependent variables (DVs) for profit and stock performance. The logistic regression was
conducted using the dichotomous DVs and were loaded in one step. This procedure was then
followed with multiple regression using ranking scores for each of the dependent variables. No
coefficients or model were found to be significant. (See Appendix F).

Appendix G demonstrated the wide variety of responses to the question “how often do
you ask for additional information? The graphic representation was to demonstrate the
percentage of the participants in asking for further information. As demonstrated, the vast
majority of the participants indicated that they sometimes ask for additional information.
Research question 2/hypothesis: What is the relationship, if any, between the interactions
of the CEO and board members and corporation’s stock prices?

H1o. There is no statistically significant relationship between the interactions between the
CEOs and board members and corporate performance.

H1a. There is a statistically significant relationship between the interactions between the
CEOs and board members and corporate performance.

H2o. There is a no statistically significant relationship between the interactions between
the CEOs and board members and the corporation’s stock prices.

H2a There is a statistically significant relationship between the interactions between the

CEOs and board members and the corporation’s stock prices..
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It is believed that the null hypothesis is correct as stated later. The reason the null
hypothesis is accepted, is that the sample size and the small variations were insufficient to accept
anything else. If the sample size and the variations were much larger, then the results may be
different. The passive variables revolved around resultant satisfaction emanating from the
CEO/board interaction and furthermore, the general feeling about the decision making process.
Questions in these sections were more emotional than quantitative and therefore results
fluctuated more than the results in the “active” portion of the questionnaire. Questions covered
in this section included such variables as enjoyment and usefulness of CEO / board interactions
and the belief in the effectiveness of such interactions. In the section, activate research variables
and participants’ behaviour, the questions asked were to reveal the relationship amongst the
CEO, board Members, and corporate performance. This was to understand the level of
interaction required to positively impact corporate performance, and in turn, the company’s stock
price.

Table 4— Hypothesis Test — Stock prices

Null hypothesis Test Sig. Decision
The median of differences

Related Retain
In the past 12 months has
your samples the null
corporation increased its
profit? Wilcoxon 0.705 hypothesis
In the past 12 months has
your Signed Rank
corporation's stock increased? Test
Equals 0

Asymptotic significances are displayed. The significance level is .05.
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Table 5- Wilcoxon signed-rank Test

Related-Samples Wilcoxon Signed Rank Test

— Fositive Differences

40.0 (| (N=1)

[ Fegative Dffarences
N=4)

0.0 L 3
E dHE [(Mumberaf Ties=31)
o 20,0
'

0.0

0.0 | | I
-1.00 -850 o =0 1.00 1.80 2.00

In the past 12 months has the price of your corporation’s
etock (shares) increased? - In the past 12 monthe has
your corporation increased its profit?

Total N k[
Test Statistic 12,000
Standard Errer £.202
Standardized Test Statistic -378
Asymptotic Sig. (2-sided test) 7as

The dark gray represents the negative differences whereas the lighter shade represents the
positive differences in the related samples using the Wilcoxon Signed-Rank Test.

Another aspect was the realization that even though the CEO was the ultimate decision-
maker, the board members should be integrated into the decision-making process of the
corporation in a symbiotic manner.

Model testing — regression

Figure 1 shown below (the truth about the population for the sample) depicts the core
model being tested in this study. The hypothesis - positive board member interactions impact
stock performance. The survey used 34 questions to indicate the measures for board member and
decision-maker interactions. These questions formed the following dimensions of "board

member interactions”.
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Figure 1 Truth about the population

80

Truth about the population

Ho when it is true (probability =

a)

Decision Ho is true Ho is false
based on sample
Fail to reject Correct Decision Type II Error - fail to
Ho (probability =1 - a) reject Howhen it 1is false
(probability = )
Reject Ho Type I Error - rejecting Correct Decision

(probability = 1 - B)

(Qualtrics, 2019).

Figure 2 (shown below) depicts the core model being tested in this study and examines

the board member interactions (independent variable) and the dependent variable (stock

performance). .

Figure 2 Board member interactions and stock performance

Board member

interactions

W

Stock

(

)

IV — Independent variable

Performance

L

DV — Dependent variable

Figure 1 The hypothesis — Positive board member interactions impact stock performance
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The survey used 34 questions to indicate the measures for board member and decision-
maker interactions. These questions formed the following dimensions of “Board member
interactions”. Board member interactions were measured with interval questions. Stock
performance and profit were measured using two questions to determine direction of
performance and amount. The model specifies one endogenous variable — Overall Profit Rank
Score and variables Correlation matrix for the regression of profit ranking on board member
interaction dimensions.

Figure 3 (Shown below) summarizes the personal reflections, board interactions, staff

interactions in Involving board proceedings, and satisfaction of such interactions.
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Figure 3 Board member interactions - Stock performance and Profit

This diagram summarizes the personal reflections and board actions regarding stock
performance, and corporate performance.

IV — Independent variables DV — Dependent variables
Board member interactions

4 R
: Perceptions of personal
E N J H1

( A
i‘i Acceptance of others Stock
£ . \

Personal commitment
towards
. J

Board actions

Perceptions of staff
interactions and involvement in
board proceedings
-
P
Satisfaction in board
meetings (process)
N
4
Perceptions of board
-

The correlation matrix for profit-making or corporate performance regarding personal

influence on staff interaction as demonstrated figure 4 below.
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Figure 4 Correlation matrix for the Regression of profit-

This diagram represents the correlation matrix for profit-making or corporate
performance with regard to the personal influence, and staff interactions.

DV 1 2 3 4 5 6 7
Dependent variable — profit rank scores 1.000
Perceptions of personal influence 0.400
Acceptance of others -0.204 -0.365
Personal commitment towards board 0.014 0.136  -0.082
outcomes
Perceptions of board member 0.319 0.856  -0.555 0.213

interactions and resolutions

Perceptions of board member trust and -0.277 -0.309 0.281 0.405 -0.240
cooperation

Perceptions of staff interactions and 0.401 0.733  -0.430 0.281 0.737 -0.302
staff involvement in board proceedings

Satisfaction in the meetings 0.358 0.779  -0.339 0.023 0.787 -0.423 0.731

Board effectiveness 0.280 0.816  -0.402 0.048 0.900 -0.302 0.733 0.835

The diagram represents the correlation matrix for corporate performance regarding
personal influence and analyzed through regression analysis. Figure 5 represents the regression
analysis of factors of correlation from figure 4. (as demonstrated below). Multiple regression

was performed on the variables using the variables created from the factor scores.
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Figure 5 Regression

This figure relates to Overall Profit Rank Score. This diagram represents the
standardized coefficients with a confidence level of 95%, and the personal influence, particularly
with other board members and the perceptions of staff interactions.

Unstandardize  Standardized

d Coefficients
95.0%

Coefficients
Confidence Interval

B Beta t Sig. Lower Upper
Bound Bound

(Constant) 19.500 11.371 0.000 15.993 23.007
Perceptions of personal influence 3.609 0.337 0.952 0.349 -4.146 11.363
Acceptance of others -0.172 -0.016 -0.072 0.943 -5.069 4.726
Personal commitment towards board -0.752 -0.070 -0.323 0.749 -5.510 4.005
outcomes

Perceptions of board member 0.651 0.061 0.111 0.912 -11.300 12.602
interactions and resolutions

Perception of board member trust and -1.158 -0.108 -0.502 0.619 -5.873 3.558
cooperation

Perceptions of staff interactions and 3.217 0.301 1.020 0.316 -3.235 9.669
staff involvement in board proceedings

Satisfaction in the meetings 1.195 0.112 0.329 0.744 -6.226 8.617
Board effectiveness -4.277 -0.400 -0.865 0.394 -14.391 5.838

Figure 6 (as shown below) depicted the factor analysis of personal influence board
members’ interactions and resolutions. The factor analysis was used to create the following
independent variables for testing in the regression model. These comprised the following:
perceptions of personal influence, acceptance of others, commitment towards board outcomes,
perceptions of board interactions and resolutions, perceptions of staff interactions and staff
involvement in board meetings, satisfaction of meetings (process), and perceptions of board

effectiveness.
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Figure 6 Factor Analysis

This diagram represents the perceptions of personal influence, and the perception of board

members’ interactions and resolutions.

Perceptions of personal influence

85

Factor |  Factor2  Factor 3

I can influence decisions that the CEO and board members make? 0.888

How much do you feel comfortable about expressing your opinion in CEO/board members' meetings? 0.721

How much is your opinion listened to? 0.708

How often do you suggest new ideas? 0.69

How often are you supportive of others' ideas? -0.805

How often are you accepting of other's ideas? -0.773

How often do you provide information? -0.77

How often are you willing to listen to others' points of view? -0.515

I am committed to decisions that are made by the CEO and board members 0.889
o 0.759 0.76

Percentage of variance 41.59 14.262 11.88
Component eigenvalue 3.743 1.284 1.069

Extraction method: principal component analysis. Rotation method: Oblimin with Kaiser

normalization. a: rotation converged in 15 iterations.

The correlation matrix for the regression of profit ranking on board member interaction

dimensions demonstrated in figure 7 below. This model specifies one endogenous variable

overall stock performance ranks score and numerous exogenous variables. These effects are

genius variables comprise the following: Perceptions of personal influence, acceptance of others,

personal commitment towards board members, perceptions of board member interactions and

resolutions, perceptions of board member trust and cooperation, satisfaction of staff interactions

and staff involvement in board meetings, satisfaction in board meetings (process), satisfaction in

board meetings and perceptions of board effectiveness.

85

www.manaraa.com



86

Figure 7 Correlation matrix for the regression of profit ranking on board member interaction dimensions

DV 1 2 3 4 5 6 7
Dependent variable — profit rank scores 1.000
Perceptions of personal influence 0.400
Acceptance of others -0.204 -0.365
Personal commitment towards board 0.014 0.136  -0.082
outcomes
Perceptions of board member 0.319 0.856  -0.555 0.213

interactions and resolutions

Perceptions of board member trust and -0.277 -0.309 0.281 0.405 -0.240
cooperation

Perceptions of staff interactions and 0.401 0.733  -0.430 0.281 0.737 -0.302

staff involvement in board proceedings

Satisfaction in the meetings 0.358 0.779  -0.339 0.023 0.787 -0.423 0.731

Board effectiveness 0.280 0.816  -0.402 0.048 0.900 -0.302 0.733 0.835

Extraction method: principal component analysis. Rotation method: Oblimin with Kaiser
normalization. a: rotation converged in 11 iterations.

The model (Figure 4 shown previously) specifies one endogenous variable Overall Profit
Rank Score (Y1) and 12 exogenous variables; Perceptions of personal influence (x1);
Acceptance of others (views) (x2); Personal commitment towards board outcomes (x3);
Perceptions of board member interactions and resolutions (x4); Perceptions of board member
trust and cooperation (x5); Perceptions of staff interactions and staff involvement in board
proceedings (x6); Satisfaction in board meetings (process) (x7); Satisfaction in board meetings

(process) (x8); and Perceptions of board effectiveness (x9).

A multiple regression was performed on the variables as identified in the theoretical

model using the variables created from the factor scores thus using the correlations between
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variables in an unstandardized regression coefficients (B) and intercept, the standardized
regression coefficients () and the goodness-of-fit R%. The R for the regression was not
significantly different from zero, F(8, 29) = 1.116, p<.05, with R? at .235 p<.05. No factors were

significant.

Figure 8 (regression of Overall Profit ranks Score as demonstrated below) demonstrated
the endogenous variable and multiple exogenous variables. The variables comprised the
following: perceptions of personal influence, acceptance of others (views), personal
commitment towards board outcomes, perceptions of board member interactions and resolutions,
perceptions of board member trust and cooperation, perceptions of staff interactions and staff
involvement in board proceedings, satisfaction in board meetings, satisfaction in board meetings

(process), and perceptions of board effectiveness.
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Figure 8 Demographic, frequencies and distributions

Regression

88

Profit (DV)

The model specifies one endogenous variable Overall Profit Rank Score (Y1) and 12 exogenous variables: Perceptions of
personalinfluence (x1); Acceptance of others (views} (x2); Personal commitment towards board outcomes {x3); Perceptions
of board member interactions and resolutions (x4); Perceptions of board member trust and cooperation {x5); Perceptions of
staff interactions and staff involvement in board proceedings (x6); Satisfaction in board meetings (process) (x7); Satisfaction -
in board meetings (process) (x8); and Perceptions of board effectiveness (x9).

A multiple regression was performed on the variables as identified in the theoretical model {Figure 2: H2) using the variables
created from the factor scores. Table x displays the correlations between variables and Table x the unstandardised
regression coefficients (6) and intercept, the standardized regression coefficients (8) and the goodness-of-fit R2. The R for

the regression was not significantly different from zero, F (8,29} = 1.116, p<.05, with R? at .235 p<.05.

No factors were significant.

Table 1 Correlation matrix for the regression of profit ranking on board member interaction dimensions

DV
Dependant variable — profit rank scores 1.000
Perceptions of personal influence 0.400
Acceptance of others -0.204
Personal Commitment towards board outcomes 0.014
Perceptions of board member interactions and resoiutions 0.319
Perceptions of board member trust and cooperation -0.2717
Perceptions of staff interactions and stalf involvement in board procedings 0.401
Satisfaction in the meetings 0.358
Board effectiveness 0.280

Table 2 Regression
Unstandardized

Coefficients
8

{Constant) 19.500
Perceptions of personal influence 3.60%
Acceptance of others -0.172
Personal Commitment towards board outcomes -0.752
Perceptions of board member interactions and resolutions 0.651
Perceptions of board member trust and cooperation -1.158
Perceptions of staff interactions and staff involvement in board 3.217
proceedings

Satisfaction in the meetings 1195
Board effectiveness 4217

1

-0.365

0.136
0.856

-0.309

0733
0.77%
0.816

2

-0.082
-0.555

0.281
-0.430
-0.339
-0.402

Standardized
Coefficients

Beta

0.337
-0.016
-0.070

0.061
-0.108
0.301

0112
-0 400

3

0.213
0.405
0.281
0.023
0.048

1n.37
0.952

0.072
-0.323

0.m

-0.502

1020

0.329

-0 RAR

-0.240

0.737
0.787
0.900

Sig.
0.000
0.349
0.943
0.749
0.912
0.619

0.316

0.744
n a4

5 6 7
-0.302
0423 073

0302 0733 083

95.0% Confidence Interval

Lower Bound Upper Bound
15.993 23.007

-4.146 1.363
-5.063 4726
-5.510 4.005
-11.300 12.602
-5.873 3.558
-3.235 9.669
-6.226 8.617
14201 & 020

Multiple regression was performed on the variables, using the variables created from the

factor scores (Figure 6 previously shown).
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Regression was performed on the variables, using the variables created in the factor
scores from figure 6. The correlations between the variables, using unstandardized regression
coefficients and intercept, the standardized regression coefficients, and the goodness-of-fit,
indicated that the regression was not significantly different from zero. In other words, there are
no factors that were significant. There was high level of positive difference in the 0-1 range and
later the positive differences reduced considerably. The negative differences had always been
very less and have been restricted to the range -1 to 0. The hypothesis test summary suggests
that the testing significance level was taken to be 0.5 whereas the significance level returned was
1 which was higher than the test hence the hypothesis was retained. (Null hypothesis = true).

Figure 7 shows that there is a slight decrease in mean of perceptions of trust between
CEO and board members the stock prices have increased in the initial phase and where even at a
growth when the trust levels were at all-time low. The trust levels then rose to a new high and so
were the stock prices. In the graph, the capacity of CEO and board members to work well
together has been reducing with an increase in raw scores for ranking. This rose a bit when the
raw scores for ranking increased from 26-50% to 50-75% but this trend again saw a downfall and
reached its minimum value.

Figure 7 (previously shown) demonstrated the correlation matrix of corporate
performance ranking on board member interaction dimension. Figure 7 demonstrated the mean
scores of “when the staff facilitate meeting, they encourage open communication between CEO
and board members” which rose with an increase in raw scores for ranking. However, there was
a steep fall when the raw score for ranking increased from 26-50% to 50-75%. This was the same
phase when the capacity of CEO and board members to work well together took a small incline

but contrary to that “When the staff facilitate meeting, they encourage open communication
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between CEO and board members” took a steep rise to reach an all-time high. Both the attributes
behaved opposite to each other at all levels. The graph demonstrated the mean of suggesting
new ideas has been on a steady increase until raw score level 26-50%. The trend witnessed a
downfall from 26-50% to 51-75% but later started to rise again. The Wilcoxon signed-rank test
issues are where there are two sets of scores to compare and they are derived from the same set
of participants (Qualtrics, 2019). The Wilcoxon signed-rank test is used for a single outcome
that is where there is a dependent variable in this case, stock or corporate performance. The data
were continuous and have only one categorical predictor (positive board member interactions)
and has only two categories which are positive or negative (Qualtrics, 2019). The Wilcoxon
signed-rank test was used in this questionnaire. However, there was insufficient data to give a
true indication of whether there is a hypothesized independent variable (positive board

interactions, and how it would contribute to the outcome (Qualtrics, 2019).

The Wilcoxon signed-rank test has three main assumptions. These are the dependent
variable which must be measured at the ordinal or continuous level, the independent variable
should consist of two categorical “related groups” or “matched pairs” (MacFarland& Yates,
2016).. Each individual had been measured on two occasions in the same dependent variable,
and the distribution of the difference between the two groups is symmetrical (Qualtrics, 2019).
The test did not find any matched pairs or related groups in the dataset. An attempt to create
matched pairs and responses to see if there is any difference in scores between the corporate
performance and stock performance and a single score calculation of attitudes, was conducted
but none could be found. In summary, with the Wilcoxon signed-rank test, the test and analysis

thereof could not identify matched pairs in the attitudinal/perception data.
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ANOVA tests help the analyst to determine whether to reject the null hypothesis or
accept the alternative. ANOVA is an acronym for “analysis of variance”. Pivot tests are used to
test a relationship between 2 variables, and therefore in this study. This was not used as there are
2 predictors and one criterion.

There was a very limited item response to show a significant difference according to the
participants in relation to the increase in trust between CEOs and board members (Qualtrics,
2019). ANOVAs were also performed across all variables to detect if there are any
differentiating factors regarding corporate performance. There were four attitudinal/perception
questions that differentiated by reported corporate performance. A one-way ANOVA means that
there is only one independent variable, whereas the two-way ANOV A means that there are two
independent variables that can have multiple levels (Qualtrics, 2019).

Evaluation of Findings

Research in agency theory, whereby the argument is that the interactions of the board and
CEQ differ in each organization, indicated that the primary object was to maximize shareholder
returns. Positive interactions are those showing respect for others, even if disagreeing. Positive
interactions include those that may express negative thoughts or feelings but are delivered in
constructive ways without aggressive behavior. Shin (2014) defined positive interactions as a
non-confrontational interaction. Interactions are difficult to find as there are so many
combinations which may affect their respective accountability.

The conceptual theory for this study is that involving agency theory, which describes the
relationship between two parties whereas one party, the agent, acts on behalf of another, the
principal. Agency theory is one of the oldest theories on both management and economics that

describes the issues between the stakeholders, and management of the corporation (Panda &
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Leepsa, 2017). The research in the interactions between the CEO and board members has not
been researched previously. In fact there is no research or even close associations of
interactions.

The first hypothesis tested was whether positive interactions between board members
(including the CEO) and decision-makers have an effect on stock performance. The second
hypothesis testing is whether positive interactions between board members and decision-makers
have an effect on organizational profit. Multiple regression tests were undertaken in both the
logistic and linear procedures. However, the results did not vary significantly to be able to draw
a positive or negative conclusion that is in being able to accept or reject the hypotheses.

The questionnaire was from the Schulz, Israel, and Lantz (2003) “Instrument for
evaluating dimensions of group dynamics within community-based participatory research
partnerships”. This questionnaire was undertaken by Qualtrics to determine the attitudinal
correlations between the CEO and board members. The main aim of the research was to
determine whether the interactions of the CEO and board members affected corporate
performance. Rodriguez-Fernandez (2016) found empirical evidence that there was a link
between positive corporate social responsibility and improved financial performance. This study
is based upon the overall conceptual theory based on Rodriguez-Fernandez, Schulz, Israel, and
Lantz (2003), and Sundaramurthy, Pukthuanthong, and Kor’s (2014) theories.

When using the Wilcoxon signed-rank test. It was found that there was no significant
effect and the tests were undertaken to ensure that there was no chance of either type I Type 11
errors, in other words, data cleansing ensured that there were no false positives or forced
negatives. The theory that positive interactions predicted the corporate performance were not

determined at this stage. The logistic regression test was conducted on the dichotomous coded
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outcome variable based on increase or no change in performance of both stock performance and
organizational profit. Furthermore linear regression was conducted on a ranked measure of the
dependent variables, to test the hypotheses and the conceptual theory.

The research questions were aimed at determining whether there is a statistical significant
relationship between interactions between the CEOs and board members and corporate
performance. The main questions related to attitudinal (perception) questions that were analyzed
for scale reliability. Multiple tests such as factor analysis and ANOVA tests were conducted
across all attitudinal questions using that dichotomous independent variables for-profit stock
performance. The results did not affirm the theory because there was a lack of variation in the
responses. Further testing by adding additional sensitivity was conducted to test the hypotheses.

No coefficients or modelling were found to be significant. However by using multiple
regression analysis on stock performance the indications were that there are no factors that were
significant because of the lack of variation in the responses. This would indicate that further
research is required. This research did not reject the positive hypothesis nor the null hypothesis
but did indicate that much more research was needed to get a better understanding.

The important points from the research were that more than half the participants were
female. The range of age of participants was from 26 to 58 years and average age of participants
was 37.08. with the maximum number of participants were of 32 years of age. The data
collected were from the information technology sector in particular and subsequently their
opinions were dominant. Most participants agreed that the profits in the last year had increased
and that the most number of respondents believe that the company’s annual turnover falls in the
range 2-10 million. Most of the respondents believe that the prices of their stocks have increased

in the last year.
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Summary

This study was to investigate the relationships between the interactions between the CEO
and board members, corporate performance, and stock performance. The data in this study did
not meet the requirements for parametric tests but rather non-parametric tests. The dependent
variables were corporate performance and stock performance increases. However, after testing it
is discovered that there is insufficient variations in the results to evaluate differences between the
options for a two-tailed hypothesis test. Attitudinal (perception) questions were analyzed for
scale reliability and factor analysis was conducted over various factors that were created across
five dimensions. The principal component analysis was oblique rotation and factor scores were
created by undertaking the Anderson-Rubin method analysis.

ANOVA tests were conducted across all attitudinal questions using that dichotomous
dependent values for corporate performance and stock performance. Regression analysis was
conducted on the dependent values using factor scores from the attitudinal data. No coefficients
however proved to be significant and no models were found to be significant. Multiple
regression tests were undertaken but once again, no coefficients or models were found to be
significant. The Wilcoxon signed-rank test was performed to see if there is any difference
between the approximated matched pair that is the reported profit increase and the stock price
increase.

The results of the evaluation and analysis were significantly affected by the lack of
variation in responses to the dependent variables. Qualtrics noted that further research should be
conducted to increase the sample size and to ensure that sampling includes responses from

organizations and participants who have had a decrease in stock performance over the preceding
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twelve months. However, the lack of variation response to the data meant that a decision to

accept or reject the hypothesis cannot be made at this stage (Qualtrics, 2019).
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Chapter 5: Implications, Recommendations, and Conclusions

Corporate failures throughout the world have often been traced to the lack of corporate
governance (Gordon, 2015). In recent times the issues involving corporate governance have
surfaced as corporations throughout the world seek answers. Interactions between the CEO and
board members are the key links within corporate governance. Corporate performance,
corporate social responsibility, and ethical operations comprise the major challenges in the
corporate world. This study’s research was in determining whether there is a link between the
interactions between the CEO and board members and corporate performance and stock prices.

The problem addressed in this study was to determine the existence, strength, and
direction of the relationship between the interactions between the CEO and board members,
corporate performance, and stock prices. There have been very many studies on the effect of
corporate governance but none on whether interactions between the CEO and board members
predict corporate performance and stock prices. This gap was investigated to define the actual
relationship between the CEO and board members in relation to corporate governance policies
and their overall impact on their relationship (Rodriguez-Fernandez, 2015).

Quantitative research was undertaken to obtain data from CEOs’ and board members’
experiences through a self-administered questionnaire hosted by Qualtrics (Australia), a
corporation specializing in data collection and surveys. The exclusions from participating in the
survey were those corporations that had a takeover in the last 12 months or those that have been
placed into a trading halt for any reason. Many factors could influence the corporate
performance but there may be a link between the interactions and corporate performance. The

purpose of this study was in the examination of the interactions between the CEO and board
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members in exploring whether there was a link between the interactions, corporate performance,
and stock prices.

The research method undertook a quantitative correlation analysis to determine if there is
any relationship between the variables. Samples were taken that were representatives of the
general population (within certain parameters). These results were then used to generalize across
the population and to create a concept of the statistical models. Quantitative correlational
analysis in this study did not manipulate any data that were used to determine if there was a
relationship between the variables. Quantitative research enhances the probabilities of the
variability of ideas to the research problem (Leedy & Ormrod, 2013). Quantitative research was
chosen as it is the most suitable for this research in that it involves the collection of numerical
data that could be used to generalize results to large populations.

Exploring a correlation between the interactions, corporate performance, and
consequently the stock price movements, was paramount. Every study design has limitations,
and as such, these limitations may affect the result and conclusions (Simon & Goes, 2013).
Limitations must be justified rather than simply stated (Simon, 2011). Limitations are present
with respect to the generality of findings so that if the findings go beyond these limits, the
predictions for correlations are not necessarily true (Simon & Goes, 2013). In this study, it could
not be assumed that interactions between the CEO and board members would affect the
movements of the stock prices.

The results were inconclusive as to whether there was a correlation because there was not
much in the way of variation in the responses. Non-parametric analysis was applied as the
samples were small and regression analysis was performed using factor scores which were

generated by the attitudinal data. However, no coefficients were found to be significant even
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using multiple regression tests. The correlation matrix for the regression of the profit-making
showed no significant factors either although skewness and kurtosis were significant.

Implications

Panda and Leepsa (2017) argued that agency theory is one of the oldest theories on both
management and economics that describes the issues between the stakeholders and management
of a corporation. The implication of this study is indirectly linked to Panda and Leepsa’s
research although those scholars did not consider the interactions between the CEO and board
members. Shin (2014) defined positive interactions as a non-confrontational interaction.
However, interactions are difficult to define, as there are so many combinations.

The primary research was to determine whether there was a relationship that existed
between the interactions so that these findings could be transferred to other fields between the
CEOQO and board members and corporate performance (Vogel, Meyer, & Harendza (2018;).
Consequently, to determine any relationship between the interactions of CEOs and board
members and corporate performance and a corporation’s stock prices, the primary research was
focused on two research questions:

RQ 1. What is the relationship, if any, between the interactions of the CEO and board
members and corporate performance?

RQ 2. What is the relationship, if any, between the interactions of the CEO and board
members and the corporation’s stock prices?

The primary theoretical framework encompassed the work by Shen (2003) who argued
that the relationship between CEOs and board members is of central importance. Chen (2014)
argued that effective interactions between the CEOs and board members enable CEOs to make

better decisions in the interest of the organization.
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The implications of the first hypotheses as to whether positive interactions between the
CEO and board members affected corporate performance was reinforced by Rodriguez-
Fernandez (2016) who found empirical evidence that there was a link between positive corporate
social responsibility and improved financial performance. These scholars provided a base for
this study and the implications from the study are subsequently reinforced by the scholars.

This study inferred or suggested that there is maybe an indirect correlation/link between
positive interactions between the CEO and board members and corporate performance. The
results from the study did not conclusively determine that there was a direct link. This is due to
few samples and the lack of variation in the responses from the participants. This indicated that
further research is required to determine whether there is a correlation or otherwise.

The first series of questions was designed to determine the participants’ behavior and
relevance patterns. The relevance being in that the research was aimed at revealing the
relationships amongst the CEO and board members and the corporate performance. Implications
for the corporate world would be whether there was a nexus between the level of dependence
between the CEO and board members in decision-making and the corporate performance. It also
assessed whether there is a degree of relationship that the CEO and board members had and
corporate performance.

Further implications from this first section of the questionnaire were whether the
relevance was again to find the degree of communication between the CEO and board members
and whether there is any significant symbiotic relationship. Implications for the corporate world
would be in that the CEOs and boards of directors should modify their behavior to improve their
respective corporate performance. However, the results from the research were significantly

affected by the lack of variation in the responses by the participants.
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This study reviewed the theoretical framework to determine the relationship between the
CEOs and board members that required a high degree of trust, a strong sense of balance, and
clear and meaningful communication (An & Zhang, 2013). The results of this study in trying to
understand the nexus between board decision making and stock performance, were not
conclusive. However, there needs to be further research so that the implications and
generalizability may be transferred to the corporate world with regards to the decision-making
and corporate behavior.

The research question RQ 1examined the corporate behavior of the CEO and board
members in their decision-making and cooperation and whether or not this affected the
operational and financial performance. If there was a proven relationship, then these
implications could be transferred to the respective CEOs and corporate board members to
improve their corporate performance. The overarching question was whether the impact of
mutual decisions made by the CEO and board members, predicted the corporate performance.
The impact of the suggested ideas is important for the growth and development of a corporation
and the survey was to determine whether there was a correlation. However, when the using the
Wilcoxon signed-rank test, it was found that there were no significant effects and at this stage, no
conclusions could be drawn. Hence, further research is warranted to establish whether the
interactions between the CEO and board members affects the financial performance.

The responses regarding the effectiveness of the CEO and board members in achieving
their corporate goals, did not provide any significant correlations. Therefore, the findings did not
affirm the theory because of the lack of responses and future research is needed to test the
hypotheses using added sensitivity. The research question RQ 2 sought to determine whether

there is any relationship between the price of the corporation’s stock through their financial
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performance improvements. However, due to the small sample and lack of variation is in the
responses, the various tests (factor analysis and ANOVA) did not conclusively find that there
was a correlation. Future research may affirm the hypotheses and provide new knowledge that
could be applied in the corporate world which should have any impact upon interactions between
the CEOs and board members.

Schoenberg, Cuskelly, and Auld (2016) devised a theory (intragroup dynamics) stating
that the intragroup dynamics of CEOs and board members are significant factors that influence
corporate performance. However, the results of this study indicated that there was no real
positive correlation and subsequently, these findings could not be transferred or generalized to
the corporate world. Schoenberg et al. (2016) found that there were positive relationships that
affect corporate performance and that the relationship was positive and corporate performance
increased. The results of this study did not find a strong positive correlation between the
interactions and corporate performance. This indicates that further research is warranted to
determine if a positive relationship affects corporate performance. This relationship could be
considered as a part of the intragroup dynamics based on Schoenberg et al.’s (2016) theory of

intragroup dynamics.

The implications of this study did not support Schoenberg et al.’s (2016) theory as
demonstrated in the regression test (Figure 1). However, the implications were that the
relationship between the CEO and board members, did affect the corporate performance but the
correlation was very weak. This study’s findings did not support Schoenberg et al.’s theory or
refute it. This is because there is insufficient sampling and the responses did not vary to any

great extent.
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Banta and Garrow (2017) supported the theory of intragroup dynamics as argued by
Schoenberg et al.’s theory and research (2016). However, this study’s findings did not support
or refute Banta and Garrow’s theory. Furthermore, Banta and Garrow (2017) argued that CEOs
who focus on boardroom relationships and informal interactions, appear to achieve better
corporate performance. The results from this study’s findings were that no strong correlation
could be found and thus further research is required to determine any correlations between the

interactions and corporate performance.

This study examined the relationship between the CEO and board members and their
interactions. This study was similar to the one that Eisenhardt, Duru, Iyengar, and Zampelli,
undertook. Garg and Eisenhardt (2017) found that continuous interaction between CEO and
board members was helpful for developing and implementing innovative strategies and policies
for entrepreneurial corporations. This study, however, did not find that there was a correlation
between the interactions and corporate performance. Garg and Eisenhardt (2017) highlighted the
importance of positive and clear communication between CEO and board members, but did not
over-reach by saying that it improved corporate performance. Rao and Tilt (2016) argued that
the interactions between the CEO and board members enhanced the corporation by setting
organizational goals and objectives. This study however, did not reach those conclusions most

likely due to the small sample and lack of variations in the responses.

This study’s analysis was aligned with Hartnell, Kinicki, Lambert, Fugate, and Doyle
Corner’s theory that the relationship between CEOs and board members is considered to be the
most crucial relationship in a corporation. Furthermore, this study’s findings did not find a

relationship that positively or negatively affected the relationship between the CEO’ and board
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members’ productivity. This may be due to the small sample in the lack of variation is.

However, future research is needed in this area to confirm or deny the hypotheses.

Liickerath-Rovers (2013) argued that positive relations between CEOs and board
members affected their respective attitudes and that it may affect a corporation’s financial
performance. However, the results from this study are inconclusive but we can safely say that
none of the above factors can impact profits. Pham (2016) argued that corporate governance
affected corporate performance but Pham’s findings included various factors such as board size,
CEOQ duality, and whether women were on the board and the conclusion was that it did affect
corporate performance. However, Pham (2016) argued that these factors did not negatively
affect corporate performance but concluded that empirical evidence is consistent with the
arguments that small board sizes bring greater focus to corporate performance. However, the
results in this study, indicate that no conclusions could be drawn from the interactions and

corporate performance.

In the regression test (Figure 1), the significance levels of all the factors were
inconsiderable showing that no factors in the consideration were significant enough to impact the
analysis. Thus, we can arguably conclude that the above factors are not significant to impact
stock performance. The data illustrate that the dependent variables must have some common
data also called a matched pairs to make it measurable. A symmetry must be established
between the two data sets in order to perform the Wilcoxon signed-rank test. No matched pairs
could be found which could be used for the test. Therefore, the hypotheses is not supported but

at the same time, it is not refuted. This indicates that further research is warranted.
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Limitations were present because of the small number of participants. Furthermore,
limitations also were present because of the lack of variation in the participants’ responses. The
data from the questionnaire, were collected at the one time and this may be a limiting factor.
Hence, the data in future research should be collection over different time periods.

Recommendations for Practice

Future research may have broad implications for corporations to modify their corporate
behavior. If positive interactions between the CEO and board members predict the corporate
performance in a positive way, then corporations will be very interested in determining how to
improve their interactions. Research in the interactions between the CEO and board members, a
subset of corporate governance, provides an important influence on the policy-making and
direction of corporations (Filatotchev, Jackson, Gospel, & Allcock, 2007).

Additional research will help provide a path for interaction effectiveness, particularly as
corporate governance research is having a large impact in the management of corporations
throughout the world (Keasey, Thompson, & Wright, 2005). This research is vital because of the
corporate failures throughout the world, whereby the core problems were corporate boards or
CEOs or both parties in not working together in an ethical and correct approach. The principle
of corporate governance is to enable organizations to achieve their organizational goals and to
improve corporate performance. It comprises largely a set of rules defining the relationships
between stakeholders and management (Rushforth, 2019).

Many of the corporate failures resulted from “runaway” CEOs who are not constrained
by the board nor did the board scrutinize the CEOs’ work. Consequently, many major corporate
collapses resulted directly from the lack of interaction between the CEO and board members. A

classic case was the Australian case of HIH Insurance group, whereby the CEO and CFO
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undertook fraudulent activities and the board members did not scrutinize their actions
(Townsend, 2008).

The board members have a job to do in scrutinizing the corporate financial liability and
the behavior of the CEO. Therefore, the interactions between the CEO and board members are
paramount and these interactions are vital for the financial health of the corporation. There are
many cases of fraudulent behavior by the CEO and/or board members and this research has
direct implications in that the interactions affect corporate performance.

This study was to provide new knowledge in the corporate field. The guidelines for this
research were those of the interactions between the CEO and board members and their effect on
corporate performance. This study’s model was that the set of propositions (statements)
expressing relationships among the concepts (constructs), sort to determine whether there was a
correlation between positive interactions and corporate performance. The theoretical
implications were to highlight the correlations if present to further contribute to the corporate
behavior of the CEOs and board members and their collective effect on the corporate
performance (Filatotchev & Boyd, 2009).

Recommendations for Future Research

In addition, future research should consider increasing the sample size. This would be to
ensure that the sampling includes responses from corporations that have had a decrease in stock
performance over the preceding 12 months. The lack of variation in the participants’ responses
meant that the decision to retain or reject the hypothesis could not be made at this stage.
Therefore, future data collection should be undertaken at different time intervals to increase the
reliability and to provide a comparison of the different perceptions of the board interactions and

behavior. This data collection would be beneficial for testing using the Wilcoxon signed-rank
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test. This research should provide a more in-depth detail for understanding the relationship
between the variables. Alternatively, future research could comprise a series of online scenarios
designed to determine the actual impact of the CEO and board interactions on decision making.

Future research in this study of interactions and corporate performance, should consider
researching the understanding of the decision-making that moderates behavior. Such research
could be in compliance issues to increase the predictability of the model and to identify
relationships between independent variables and the dependent variable. Future research must
be built upon this study’s implications and to undertake further research in by the experimental
approaches, as previously as discussed with control groups. Furthermore, future research would
be in collecting data at different time intervals to increase reliability therefore, enabling a
comparison of different perceptions of board interactions and behavior.

Limitations were present because of the small number of participants. Furthermore,
limitations also were present because of the lack of variation in the participants’ responses. The
data were collected at the one time and this may be a limiting factor. Hence, the data in future
research should be collection over different time periods. Future research could include
experimental approaches whereby an online experiment could be conducted using a control
group and participants with both positive and negative stock performance

Conclusion

The problem to be addressed in this research study was to determine the existence,
strength, and direction of relationship between the interactions between the CEO and board
members, corporate performance, and stock prices. There have been numerous studies in

corporate governance but none on whether the interactions between the CEO and board members
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predict the corporate performance and stock prices. This study was to fill a gap in the

knowledge.

The research data were collected using a self-administered questionnaire hosted on
Qualtrics (a firm specializing in data collection and surveys) which obtained the relevant data
from CEOs and board members of corporations listed on the Australian Securities Exchange
(ASX). The importance of the study was to be able to confirm (or otherwise), the expectations
of the CEOs’ and board members’ performance, through their interactions. Bezemer, Nicholson,
& Pugliese (2014) argued that the picture is vast on corporate governance and complex
relationships, but none regarding the interactions between the CEO and board members.
Bessemer et al. (2014) noted that the overarching effect of interactions was important for board

members functioning through positive interactions and fostering meaningful cooperation

Bezemer et al. (2014) furthermore argued that the board of directors’ and CEOs’ behavior
and interactions are not well-known and in fact these researchers commented that very little
progress has been made. Hence, the importance of this research study in seeking correlations
between the CEOs’ and board members’ interactions, is significant to see whether better
corporate performance can be achieved by positive interactions. The research was important in
that it explored whether the positive and negative nature of associations are significant in
affecting the valuation of a corporate stock. Furthermore, the problem to be addressed is
whether the interactions between the CEO and board members affected their valuation of

corporate stock.

The questionnaire was designed to cover both active and passive quantitative variables.

The variables (profit and stock performance increase) had insufficient variations in the results.
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Further research is needed to determine whether there is a correlation or not, between the
interactions between the CEO and board members and corporate performance. The lack of
variation response data means that a decision to retain or reject the hypotheses cannot be made at
this stage (Qualtrics, 2019). The evaluation and analysis were significantly affected by the lack

of variation responses to the dependent variables.

Rodriguez-Fernandez (2016) found empirical evidence that there was a link between
positive corporate social responsibility and improved corporate performance. This link was
supported by a number of other scholars. The results of this research did not indicate one way or
the other whether there is a correlation between positive interactions and corporate performance.
However, this does not mean that there is no correlation between these factors. The research
would indicate that there is a need for future and further research including using a control group
to determine whether there is any correlation between the interactions between the CEO and

board members.

Clear indicators of the interactions between the CEO and board members that affected the
corporate performance were not available in this study (Qualtrics, 2019). However, the
exploration of possible mediators may increase the predictability of the model and identify
correlations/relationships between independent variables in the dependent variable (Qualtrics,
2019). Positive interactions are non-confrontational interactions as defined by Shin (2014) but
are difficult to define, as there are so many combinations that affect their respective

accountability.

Metrical framework for the research encompassed the work by Shen (2003), who argued

that the relationship between CEOs and board members is of central importance. Effective
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interactions between the CEOs and board members enable the CEOs to make better decisions
(Chen, 2014). Various scholars such as, Garg and Eisenhardt (2017) and Duru et al. (2016),
however, argued that continuous interaction and effective communication between the CEO and

board members are helpful in developing and implementing innovative strategies.

Hartnell et al. (2016) claimed that a corporation’s productivity is impacted by the
relationship between the CEO and board members. Schoenberg, Cuskelly, and Auld (2016)
support the study’s theory in that there is a relationship/correlation between positive interactions
between the CEO and board members and corporate performance. Liickerath-Rovers (2013)
argued that positive relations between the CEO and board members can lead to a corporation’s
superior financial performance. Thus, further adding weight to this study’s theory. Likewise,
Zhu and Chen’s (2015) theory adds more support to the theory that frequent communication has
a direct effect on corporate performance. Michelberger (2016) added further support and stated
that the positive effect on corporate governance can be traced to the relationship between the

CEOs and board members.

Although this study did not confirm or refute that interactions between the CEOs and
board members affected corporate performance, but numerous scholars have indicated that there
is a correlation. Lilienfeld-Toad and Ruenzi (2014) argued that interactions between CEO and
board members are based on consideration and negotiation and this leads to better and more
conducive relations in achieving organizational goals. Scholars, An and Zhang (2013) reasoned
that positive interactions between the CEO and board members would result in better corporate

performance and higher stock prices.
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Appendix A

The following questions comprised the individuals’ behavior pattern

SI. No Questions Relevance
Participant’s behavior participants’ The following questions revels the
behavioral and relevance patterns relationship amongst the CEO, board

members and corporate performance. It is
important to understand the level of
interaction and the degree of relationship
between the above mentioned to understand
the impact of the relationship between CEO
and board members to show relevance on
company’s stock prices.

1 How often do you suggest new This question helped to understand the level
ideas? of dependence between CEO and board
members either in taking various decisions
for the company’s growth or to implement
now objectives for the company’s

performance.
2 How often do you ask for Using this question, the degree of relationship
additional information? was assessed on the basis that decisions made

by the CEO and board members are
collaborative ideas based on information.

3 How often do you provide The relevance of this question was again to
information? find the degree of communication between
the members of the board and the CEO. This
questioned tried to identify if there is a
significant symbiotic relationship between the
CEO and the board members. If the CEO on
one hand seek additional information, it is
imperative that similar information is passed
on when the board asks for the same.

4 How often are you accepting This question revealed the level of acceptance
other’s ideas? in the CEO of the company. Even though the
CEO is ultimate decision-maker, it is
imperative that the ideology of the board
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members is considered for a symbiotic
decision making for the company.

5 How often are you supportive of
others’ ideas?

The last question of understanding the
relationship between CEO, Board members
and Company stocks implicates the ability of
the CEO to understand the concerns and ideas
of the board members and his/her ability to
support positive suggestions for the
performance of the company.

Board’s behavioral pattern

Board’s behavior is important for a
company’s performance. The decisions made
by them are imperative on company’s
operational and financial performance

1 How much do CEO and board
members listen to each other’s
points of view, even if they might

This question intended to find the level of
acceptance on both positive and negative
aspects and how their level of acceptance

disagree? helps in improved performance of the
company.
2 How much do you feel The feeling of comfort to share ideas is based
comfortable about expressing your | on the level of acceptance. Higher the
opinion in CEO and board acceptance between the two, higher is the

members’ meetings?

chance that the board members will share
more about the ideas to improve the
performance. Expressing opinion is important
for a mutualistic planning for growth of the
company.

3 How much is your opinion listened
to?

This shows the impact of suggestive ideas
provided by the board members and how their
suggestive ideas are important for the growth
and development of the company. However,
this is based on the number of times their
suggestive ideas has been adopted by the
CEOQ, also indicating the level of relationship
in mutual decision making

4 How much are you willing to
listen to others’ points of view?

This question implicates that mutualistic
decision making is not just between the board
members but also amongst the board
members themselves and how this behavior
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has an impact on the performance of the
company.

5 How satisfied are you with the This question tends to implicate the level of
way the CEO and board members | satisfaction amongst the board members on
deal with problems that come up? | the decision making for company’s

performance.

6 How well do you feel that these This question explores the perseverance of
conflicts were handled by the CEO | mutualistic understanding and decision
and board members? making to tackle organizational challenges

and how these decisions helped in improving
the performance.

7 Some members of the CEO or The question attempted to explore if all the
board members hold on to their board members had equal right to make their
ideas too rigidly suggestive ideas or inequality amongst the

board members.

8 Decisions that the CEO and board | This question implicates if the decisions made
members make are changed when | for the performance improvement are actually
they get implemented? followed or the statements change in the

future. This question also implicates the
diligence of the company with respect to
following a goal.

9 I am committed to decisions that This question was intended to explore, if once
are made by the CEO and board the decisions are made, no conflicts arise in
members the future with respect to the idea

implemented for the betterment of the
company. In addition, it will also implicate if
these conflicts impact the performance.

10 The CEO and board members The question explores the symbiotic
work well together and problem- relationship between CEO and the board
solving processes members with respect to tacking challenges

and problems and how this relationship helps
in improving the company’s performance.

11 I feel pressured to go along with There may always be a conflict of interest

decisions of the CEO and board
members even though I might not
agree

amongst the board members with respect to
decision making. The question find the
impact of this conflict of interest on
performance of the company.
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12 I believe that certain individuals There are always leaders and active decision-
have more influence over the makers in board members. However, some
agenda at meetings than others may take advantage of the situation and

dominate in decision making. However, the
question tends to answer if this dominance
helps in improving performance of the
company.

13 In the next year, I expect to see an | This question is critical as it seeks to see if
increased amount of trust between | there has been any trust or no trust between
the CEO and board members. the CEO and board members. In addition,

how this conflict of trust impacts the
performance of the company.

14 In the past year, CEO and board This question simply tends to find the level of
members’ capacity to work corroboration between the CEO and board
together has increased or members. The level of togetherness is based
decreased on the level of understanding and satisfaction,

and if there is a conflict, how it impacts the
performance of the company.

15 Over the past year, has the amount | This question explores the level of
of trust between the CEO and trustworthiness between the board members
board members increased or and the CEO. Trust does not occur
decreased immediately and takes time, which is based

on mutual understanding and effective
communication.

16 I am satisfied with the level of When a decision is taken by the board and the
follow-up action taken by staffin | CEQ, the staff is imperative to take actions.
response to decisions made by the | However, there is no action taken on the
CEO and board members decisions made, it indicates the incompetency

of the board and the CEO, and may have
impact on the performance.

17 I am satisfied with the way staff This question intended to find the support of
prepare and structure CEO and the staff members with respect to successful
board members meetings meeting outcomes and the betterment of the

company and staff efficiency.

18 When staff facilitate meetings and | This question implicates the due diligence of

encourage participation of all CEO
and board members

the staff members towards improved
efficiency and performance of the company.
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19 When staff facilitate meetings and | Similarly, this question too implicates the
encourage open communication level of mutualism amongst not just the board
between CEO and board members | members and the CEO but also that the staff

have their own suggestions towards improved
performance.

20 When staff facilitate meetings that | In majority cases the challenges and problems

recognize possible problems with
conflicts with the CEO and board
members

of the company are informed by the staff and
hence plays a crucial role to conduct meetings
for improved decision making for
performance of the company.

Satisfaction of meeting

Satisfaction of meeting is based on mutual
understand, effective communication and
mutual decision making of the ideas and
issues on which the meeting is conducted.

1 I find the CEO and board meetings
useful

It indicates the perceived level of motivation
and satisfaction from board meetings, either
due to mutual decision making or effective
communication.

2 I enjoy attending the CEO and
board meetings

This indicates that, all the meetings in the past
between the CEO and board members have
been effective from mutual understanding and
decision making and communicating.

Effectiveness of the board

Effectiveness of board members is shown by
the amount of trust and effective interaction
with the CEO. The board is effective only if
the ideas by them are considered by the CEO
and there has been improved performance of
the company.

4 CEOQO and board members have The question intended to find the impact of
been effective in achieving their mutual decisions made by the CEO and the
goals board members show growth in performance.

5 I believe that there has been | This shows that, the issues and problems

significant amounts of progress in
dealing with the major issues
identified.

mentioned by the board members to the CEO
are well taken care of and hence has improved
the performance of the company.

6 What do you believe is the speed of
the progress in dealing with the
major issues identified

When an issue is identified, it is imperative
that speedy action is taken. This is done by
meetings and decision making. The increased
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level of meetings and quick mutual decision
making indicates the speed of mitigation of
the issue.

General feelings with decision-making

Decision making is very important for
improving the performance or to strategize
methods to improve the performance.

1 It is easier for me to participate in
the subcommittees than in the
larger ones?

This question intended to check if the board
members have sub committees that decide the
objectives of the meeting and the possible
outcomes to present to the CEO. In addition,
the sub-committee allows everyone to make
their own decisions and forming a mutualistic
decision.

2 I can influence decisions that the
CEO and board members make?

This question wanted to check if the
respondent had any authority to change the
decisions of the CEO and board members or
if these decisions had any link to satisfaction
of meetings and decision makings.

3 I believe that the CEO and board
members are effective in achieving
corporate goals.

This question explores the trust of the
participant on the decisions made by the CEO
and board members with respect to improved
performance.

4 In the past 12 months has your
corporation increased its profit?

The effectiveness and impact of the strategies
and decisions made by the CEO and board
members on company performance has been
implicated in this question.

5 You indicated that your
organization has increased its
profit, can you provide an
approximate increase in
percentage of income

This question helped to gather secondary data
on the company’s profits so that comparative
assessment can be made to the company’s
revenues generated and link it to the mutual
decision making of CEO and board members.

6 You indicated that your
organization has made a loss, can
you estimate the loss as a
percentage of income

This question, like the above will help to
assess the loss made by the company based
on the decisions made by the CEO and the
board members.

7 In the past 12 months has the price
of your corporation’s stock
(shares) increased?

This question intended to find if the
successful meetings between the CEO and the
boards members and the decisions made by
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them helped to improve the stocks of the
company or financial performance.

You have indicated that your
organization’s stock (shares) have
increased. Please indicate
approximately how much it has
increased as a percentage of
overall value per unit

The percentage increase of the stocks
estimated by the participants will allow to
approximate to relate to company financial
reports and implicate that the stock shares
increase from decisions made by the CEO and
board member meetings.

You have indicated that your
organization’s stock (shares) have
decreased. Please indicate
approximately how much it is
decreased as a percentage of
overall value per unit.

As above, the indications made will help in
cross referencing to company financial
records and implicate the impact of meetings
and decisions made by the CEO and board
members impact the financial performance of
the company.
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Appendix A

The following questions comprised the individuals’ behavior pattern

SI. No Questions Relevance
Participant’s behavior participants’ The following questions revels the
behavioral and relevance patterns relationship amongst the CEO, board

members and corporate performance. It is
important to understand the level of
interaction and the degree of relationship
between the above mentioned to understand
the impact of the relationship between CEO
and board members to show relevance on
company’s stock prices.

1 How often do you suggest new This question helped to understand the level
ideas? of dependence between CEO and board
members either in taking various decisions
for the company’s growth or to implement
now objectives for the company’s

performance.
2 How often do you ask for Using this question, the degree of relationship
additional information? was assessed on the basis that decisions made

by the CEO and board members are
collaborative ideas based on information.

3 How often do you provide The relevance of this question was again to
information? find the degree of communication between
the members of the board and the CEO. This
questioned tried to identify if there is a
significant symbiotic relationship between the
CEO and the board members. If the CEO on
one hand seek additional information, it is
imperative that similar information is passed
on when the board asks for the same.

4 How often are you accepting This question revealed the level of acceptance
other’s ideas? in the CEO of the company. Even though the
CEO is ultimate decision-maker, it is
imperative that the ideology of the board
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members is considered for a symbiotic
decision making for the company.

5 How often are you supportive of
others’ ideas?

The last question of understanding the
relationship between CEO, Board members
and Company stocks implicates the ability of
the CEO to understand the concerns and ideas
of the board members and his/her ability to
support positive suggestions for the
performance of the company.

Board’s behavioral pattern

Board’s behavior is important for a
company’s performance. The decisions made
by them are imperative on company’s
operational and financial performance

1 How much do CEO and board
members listen to each other’s
points of view, even if they might

This question intended to find the level of
acceptance on both positive and negative
aspects and how their level of acceptance

disagree? helps in improved performance of the
company.
2 How much do you feel The feeling of comfort to share ideas is based
comfortable about expressing your | on the level of acceptance. Higher the
opinion in CEO and board acceptance between the two, higher is the

members’ meetings?

chance that the board members will share
more about the ideas to improve the
performance. Expressing opinion is important
for a mutualistic planning for growth of the
company.

3 How much is your opinion listened
to?

This shows the impact of suggestive ideas
provided by the board members and how their
suggestive ideas are important for the growth
and development of the company. However,
this is based on the number of times their
suggestive ideas has been adopted by the
CEOQ, also indicating the level of relationship
in mutual decision making

4 How much are you willing to
listen to others’ points of view?

This question implicates that mutualistic
decision making is not just between the board
members but also amongst the board
members themselves and how this behavior
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has an impact on the performance of the
company.

5 How satisfied are you with the This question tends to implicate the level of
way the CEO and board members | satisfaction amongst the board members on
deal with problems that come up? | the decision making for company’s

performance.

6 How well do you feel that these This question explores the perseverance of
conflicts were handled by the CEO | mutualistic understanding and decision
and board members? making to tackle organizational challenges

and how these decisions helped in improving
the performance.

7 Some members of the CEO or The question attempted to explore if all the
board members hold on to their board members had equal right to make their
ideas too rigidly suggestive ideas or inequality amongst the

board members.

8 Decisions that the CEO and board | This question implicates if the decisions made
members make are changed when | for the performance improvement are actually
they get implemented? followed or the statements change in the

future. This question also implicates the
diligence of the company with respect to
following a goal.

9 I am committed to decisions that This question was intended to explore, if once
are made by the CEO and board the decisions are made, no conflicts arise in
members the future with respect to the idea

implemented for the betterment of the
company. In addition, it will also implicate if
these conflicts impact the performance.

10 The CEO and board members The question explores the symbiotic
work well together and problem- relationship between CEO and the board
solving processes members with respect to tacking challenges

and problems and how this relationship helps
in improving the company’s performance.

11 I feel pressured to go along with There may always be a conflict of interest

decisions of the CEO and board
members even though I might not
agree

amongst the board members with respect to
decision making. The question find the
impact of this conflict of interest on
performance of the company.
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12 I believe that certain individuals There are always leaders and active decision-
have more influence over the makers in board members. However, some
agenda at meetings than others may take advantage of the situation and

dominate in decision making. However, the
question tends to answer if this dominance
helps in improving performance of the
company.

13 In the next year, I expect to see an | This question is critical as it seeks to see if
increased amount of trust between | there has been any trust or no trust between
the CEO and board members. the CEO and board members. In addition,

how this conflict of trust impacts the
performance of the company.

14 In the past year, CEO and board This question simply tends to find the level of
members’ capacity to work corroboration between the CEO and board
together has increased or members. The level of togetherness is based
decreased on the level of understanding and satisfaction,

and if there is a conflict, how it impacts the
performance of the company.

15 Over the past year, has the amount | This question explores the level of
of trust between the CEO and trustworthiness between the board members
board members increased or and the CEO. Trust does not occur
decreased immediately and takes time, which is based

on mutual understanding and effective
communication.

16 I am satisfied with the level of When a decision is taken by the board and the
follow-up action taken by staffin | CEQ, the staff is imperative to take actions.
response to decisions made by the | However, there is no action taken on the
CEO and board members decisions made, it indicates the incompetency

of the board and the CEO, and may have
impact on the performance.

17 I am satisfied with the way staff This question intended to find the support of
prepare and structure CEO and the staff members with respect to successful
board members meetings meeting outcomes and the betterment of the

company and staff efficiency.

18 When staff facilitate meetings and | This question implicates the due diligence of

encourage participation of all CEO
and board members

the staff members towards improved
efficiency and performance of the company.
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19 When staff facilitate meetings and | Similarly, this question too implicates the
encourage open communication level of mutualism amongst not just the board
between CEO and board members | members and the CEO but also that the staff

have their own suggestions towards improved
performance.

20 When staff facilitate meetings that | In majority cases the challenges and problems

recognize possible problems with
conflicts with the CEO and board
members

of the company are informed by the staff and
hence plays a crucial role to conduct meetings
for improved decision making for
performance of the company.

Satisfaction of meeting

Satisfaction of meeting is based on mutual
understand, effective communication and
mutual decision making of the ideas and
issues on which the meeting is conducted.

1 I find the CEO and board meetings
useful

It indicates the perceived level of motivation
and satisfaction from board meetings, either
due to mutual decision making or effective
communication.

2 I enjoy attending the CEO and
board meetings

This indicates that, all the meetings in the past
between the CEO and board members have
been effective from mutual understanding and
decision making and communicating.

Effectiveness of the board

Effectiveness of board members is shown by
the amount of trust and effective interaction
with the CEO. The board is effective only if
the ideas by them are considered by the CEO
and there has been improved performance of
the company.

4 CEOQO and board members have The question intended to find the impact of
been effective in achieving their mutual decisions made by the CEO and the
goals board members show growth in performance.

5 I believe that there has been | This shows that, the issues and problems

significant amounts of progress in
dealing with the major issues
identified.

mentioned by the board members to the CEO
are well taken care of and hence has improved
the performance of the company.

6 What do you believe is the speed of
the progress in dealing with the
major issues identified

When an issue is identified, it is imperative
that speedy action is taken. This is done by
meetings and decision making. The increased
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level of meetings and quick mutual decision
making indicates the speed of mitigation of
the issue.

General feelings with decision-making

Decision making is very important for
improving the performance or to strategize
methods to improve the performance.

1 It is easier for me to participate in
the subcommittees than in the
larger ones?

This question intended to check if the board
members have sub committees that decide the
objectives of the meeting and the possible
outcomes to present to the CEO. In addition,
the sub-committee allows everyone to make
their own decisions and forming a mutualistic
decision.

2 I can influence decisions that the
CEO and board members make?

This question wanted to check if the
respondent had any authority to change the
decisions of the CEO and board members or
if these decisions had any link to satisfaction
of meetings and decision makings.

3 I believe that the CEO and board
members are effective in achieving
corporate goals.

This question explores the trust of the
participant on the decisions made by the CEO
and board members with respect to improved
performance.

4 In the past 12 months has your
corporation increased its profit?

The effectiveness and impact of the strategies
and decisions made by the CEO and board
members on company performance has been
implicated in this question.

5 You indicated that your
organization has increased its
profit, can you provide an
approximate increase in
percentage of income

This question helped to gather secondary data
on the company’s profits so that comparative
assessment can be made to the company’s
revenues generated and link it to the mutual
decision making of CEO and board members.

6 You indicated that your
organization has made a loss, can
you estimate the loss as a
percentage of income

This question, like the above will help to
assess the loss made by the company based
on the decisions made by the CEO and the
board members.

7 In the past 12 months has the price
of your corporation’s stock
(shares) increased?

This question intended to find if the
successful meetings between the CEO and the
boards members and the decisions made by
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them helped to improve the stocks of the
company or financial performance.

You have indicated that your
organization’s stock (shares) have
increased. Please indicate
approximately how much it has
increased as a percentage of
overall value per unit

The percentage increase of the stocks
estimated by the participants will allow to
approximate to relate to company financial
reports and implicate that the stock shares
increase from decisions made by the CEO and
board member meetings.

You have indicated that your
organization’s stock (shares) have
decreased. Please indicate
approximately how much it is
decreased as a percentage of
overall value per unit.

As above, the indications made will help in
cross referencing to company financial
records and implicate the impact of meetings
and decisions made by the CEO and board
members impact the financial performance of
the company.
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Appendix B
Regression Personal Influence
95%
Confidence
Interval for
Beta Standardized Upper
Unstand Stand Coefficients &
Coeft/s Coeft/s Lower
Std Bound-
Model Beta Error beta t Sig ary
IConstant 19.5 1.772 11.002 0 15.875 23.13
IPerceptions of personal influence 1.187 3919 0.111 0.303 0.764 -6.828 9.201
|Acceptance of others 1.78 2.475 0.166 0.719 0478 -3282 6.841
IPersonal commitment - board outcomes -1.562 2.404 -0.146 -0.65 0.521 -6.479 3355
IPerceptions of board member i/actions & resolutions  -1.13 6.039 -105 -0.187 0.853 -1348 11.22
IPerceptions of board member trust & cooperation -0.81 2.383 -0.076 -0.34 0.736  -5.684 4.063
IPerceptions of staff i/actions/involve board proceedings 2.073 3.26 0.193 0.636 0.53 -4.595 8.741
Satisfaction in the meetings -0.883 3.75 -0.082 -0.235 0.816 -8.553 6.787
Board effectiveness 3.538 5.111 0.33 0.692 0494 -6.916 13.99
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Appendix C

Perceptions of Board Members’ interactions and resolutions

142

Factor 2

0.909
0.429

0.405
14.68
1.322

Factor 1

The CEO & board work well together on problem solving 0.923
| believe CEO & board are effective in achieving goals 0.914
How well do you feel that these conflicts were handled
by the CEO & board members? 0.878
How well do CEO & board listen to each other's points of view
even if they disagree? 0.689
How satisfied are you with the way the CEO & board deal
with problems that come up? 0.674
In the next year, | expect to see an increased amount of 0.648
trust between the CEO & board members?
Some members of the CEO & board hold on to
their ideas too rigidly?
Over the past year has the amount of trust
between the CEO & board increased?
alpha 0.886
% of variance 48.31
Component eigenvalue 4.384

Extraction method: Principal Component Analysis/

Rotation method: Oblimin with Kaiser Normalization.
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Appendix D

Correlation matrix for the Regression of profit-making

143

DV 1 2 3 4 5 6 7
Dependent variable - profit rank scores 1
Perceptions of personal influence 0.4
Acceptance of others -0.204 -0.365
Personal commitment - board outcomes 0.014 0.136 -0.1
Perceptions of board member i/actions & resolutions 0.319 0.856 -0.6 0.213
Perceptions of board member trust & cooperation -0.277 -0.2309 0.28 0.405 -0.24
Perceptions of staff i/actions/involve board proceedings 0.401 0.733 -0.4 0.281  0.737  0.302
Satisfaction in the meetings 0.358 0.779 -0.3 0.023  0.787 0.423 0.731
Board effectiveness 0.28 0.816 -0.4 0.048 0.9 0.302 0.733  0.835
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Appendix E

Correlation matrix for the regression of stock performance ranking

144

DV 1 2 3 4 5 6 7
Stocks rank score
Perceptions of personal influence 0.31
Acceptance of others -0.13 -0.365
Personal commitment - board outcomes -0.129 0.136 -0.082
Perceptions of board member i/actions & resolutions  0.259 0.856 -0.555 0.213
Perceptions of board member trust & cooperation -0.22 -0.309 0.281 0.405 -0.24
Perceptions of staff i/actions/involve board
proceedings 0.289 0.733 -0.43 0.281 0.737  -0.302
Satisfaction in the meetings 0.31 0.779 -0.339 0.023 0.787 -0.423  0.731
Board effectiveness 0.348 0.816 -0.402 0.048 0.9 -0.302  0.733 0.84
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Appendix F

ANOVA — Stock Performance
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Stock performance

ANOVA'’s were conducted across all variables to detect if there were any differentiating factors according to stock
performance. The only item that shown to have significant differences according to whether the participant

nominated no change as opposed to improved stock performance was in relation to perceptions of increase trust
between CEOs and board members.

20

ons of increase in trust
0 and board members

g_‘uj 14
oo
EE
£
59
SE 12
o 9
= el
10
0-25% 26-50% 51-75% 76-100% More than 100%
Increase in stock performance as a percentage of overall value per unit
Increased profit

ANOVA'’s were conducted across all variables to detect if there were any differentiating factors according to
increased profit. Four attitudinal/perception questions were differentiated by reported profit increase. These are
shown in Table 1 below. Graphs depicting the differences are shown over.

Table 1 ANOVA — Increased profit

Sum of Squares df I Sig.
How often do you suggest new ideas? 5.028 4 4.052 0.009
How often do you ask for additional information? 5.381 - 2773 0.043
In the past year, CEO and board members’ capacity to work well together 4.949 4 6.259 0.001
When staff facilitate meetings they encourage open communicafion between 7192 4 2.866 0.038

CEO and board members




Appendix G

Raw scores for providing additional information

Mean of How often do you ask for additional

information?
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no change
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Raw scores for ranking
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