
Vol.:(0123456789)

Journal of Management and Governance (2019) 23:577–604
https://doi.org/10.1007/s10997-018-9429-5

1 3

Value‑added distribution to stakeholder of Spanish listed 
companies: a corporate governance perspective

Elena Merino1  · Montserrat Manzaneque2 · Yolanda Ramírez3

Published online: 21 July 2018 
© Springer Science+Business Media, LLC, part of Springer Nature 2018

Abstract
Following a stakeholder corporate governance perspective, we examine whether the 
characteristics of boards of directors (board size, separation of Chairman and CEO 
roles, independent directors and board ownership) have an impact on the value-
added distribution to stakeholders, who are differentiated as shareholders and other 
primary stakeholders (workers, creditors and government), and if these characteris-
tics could contribute to a more equitable distribution of the value added. Consider-
ing that the main concern of the primary stakeholders is the distribution of wealth, 
we focus our approaches on the value-added distribution as a proxy for the primary 
stakeholders interests. We conduct a panel data analysis of 438 observations of 
Spanish listed firms during the period 2007–2012 and test various models that offer 
new insights into stakeholder perspectives. The results show that within the context 
of ownership concentration and with a unitary board system of corporate govern-
ance, the incorporation of independent directors on the Board and the separation of 
power (between Chairman and CEO) are important corporate control mechanisms 
with which to defend the interests of other primary stakeholders (workers, credi-
tors and government). In addition, the results highlight that regulators and share-
holders should be wary of excessive board ownership and oversized boards, as these 
may contribute to exacerbating the conflict of interests between shareholders and 
other primary stakeholders. These results contribute to the debate concerning the 
dichotomized approach of corporate governance (shareholders/stakeholders corpo-
rate governance).
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1 Introduction

Corporate governance (CG) has received growing attention in recent years, and 
literature and international organizational pronouncements have recognized that 
“good” CG is an instrument with which to achieve business aims and, particu-
larly, with which to oversee and monitor their compliance (Cañibano 2006). 
However, the current debate about the role of CG revolves around the protection 
of stakeholders’ interests, leading to the emergence of the concept of stakeholder 
corporate governance (Donaldson and Preston 1995; Freeman 1984; Kaufman 
and Englander 2011; Sternberg 1997). Accordingly, good governance practices 
should focus not only on the interests of shareholders but also on the interests of 
a wide group of stakeholders (those agents whose utility is affected by the deci-
sions of the firms, e.g., employees, managers, shareholders, customers, suppliers, 
creditors and the local community).

In line with the concept of stakeholder corporate governance, Daily et  al. 
(2003) define CG as “the determination of the broad uses to which organizational 
resources will be deployed and the resolution of conflicts among the myriad par-
ticipants in organizations” (p. 371). Specifically, Donaldson and Preston (1995) 
argue that the firm should pay attention to stakeholders for two main reasons: 
first, as stakeholders contribute to the firm’s wealth creation, they have legitimate 
claims that need to be met (normative approach to stakeholder theory); and, sec-
ond, due to the influence some stakeholders have on the firm, this group should 
be taken into consideration because of their possible impact on firm profitability 
(instrumental approach of the stakeholder theory). Based on the above arguments, 
researchers have linked two literature streams, CG and stakeholder theory, show-
ing that the orientation of CG systems is important for corporate social responsi-
bility (Ayuso et al. 2014; Ricart et al. 2005) and for enabling firms to face up to 
the conflict of interests between stakeholders, particularly those conflicts result-
ing from the distribution among different stakeholders of quasi-rents generated by 
the firm (Ayuso and Argandoña 2009). Additionally, the design of the CG struc-
ture and its composition “induce or force management to internalize the welfare 
of stakeholders” (Tirole 2001, p. 4). In this sense, because managers and directors 
of the firm are in charge of the decisions on maximization and distribution of 
quasi rents, the board of directors has to play an important role in reconciling the 
interests of the different stakeholders with regard to value-added distribution.

Although there is a broad theoretical debate regarding the stakeholders’ per-
spective as a way of focussing the role of boards of directors (see, among oth-
ers, Van Buren 2001; Ayuso and Argandoña 2009), we have very limited insight 
into whether board structures and composition can truly have an impact upon the 
stakeholders’ interests. Several papers analyse the influence of an effective board 
on firm performance from the traditional shareholders’ perspective (Agrawal 
and Knoeber 1996; Nicholson and Kiel 2007; Azim 2012; Cabrera-Suárez and 
Martín-Santana 2015; Lefort and Urzúa 2008, among others) without taking into 
account the effect of these boards on the protection of the stakeholders’ inter-
ests. Furthermore, a dichotomous point of view regarding the complementary 
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or substitutional role of the board in attending to the interests of shareholders 
and other stakeholders has arisen among corporate governance researchers. First, 
some authors have made the point that an effective board of directors from a 
shareholder’s perspective should also address the different stakeholders’ interests 
(Donaldson and Preston 1995), which would result in a complementary relation-
ship between the effectiveness of the board and the interests of shareholders and 
other stakeholders. However, recently, García-Torea et  al. (2016) indicated that 
the change to a CG system based on the stakeholders’ view “requires revisiting 
the conceptualization of board effectiveness under the shareholder perspective to 
assess its validity for the stakeholder perspective” (p. 249), which would lead 
to the existence of a substitute relationship between board effectiveness and the 
interests of both (shareholders and stakeholders). In other words, efficient corpo-
rate governance mechanisms for the protection of shareholders’ interests could 
damage the other stakeholders’ interests. Consequently, greater progress regard-
ing the consequences of different CG structures on other stakeholders’ interests is 
necessary to gain a better understanding of the concept of stakeholder CG.

Considering the importance that stakeholders have acquired in recent times both 
from the points of view of institutions (national and international initiatives high-
light the role of stakeholders in today’s society) and of business (companies want to 
differentiate themselves by satisfying as many stakeholders as possible), this paper 
contributes to bridging this gap by analysing whether the effective structure of the 
board, from the traditional point of view of the shareholders (including shareholder/
owners, non-independent directors, CEO and Chairman that holding shares), is also 
valid to defend the interests of other primary stakeholders (workers, creditors and 
government) or if, on the contrary, it is necessary to review the traditional effec-
tiveness of the board, as is proposed by some authors. Therefore, an investigation 
of the boards’ characteristics as an important driver in the stakeholders’ corporate 
governance may provide insights to improvements in corporate governance prac-
tices. This paper specifically investigates aspects of corporate governance linked to 
the distribution of value added among stakeholders. The research is motivated by 
the OCDE (2015, p. 46) recommendations addressing corporate governance chal-
lenges that advise that the board “take into account the interests of stakeholders”. 
This study includes an examination of various aspects of the effectiveness of boards 
of directors, including board size, separation of chairman and CEO figures, board 
independence and board ownership, in relation to the value-added distribution to 
stakeholders.

We have considered only primary stakeholders because they are the ones that 
maintain an economic stake in the company and are therefore those that could be 
directly affected in the distribution of wealth (measured by value-added distribu-
tion). Considering that the main problem of the primary stakeholder approach is in 
the distribution of wealth, we focus our approaches on value-added distribution as 
a proxy for the primary stakeholders’ interests. In doing so, this paper contributes 
to the understanding of how the CG models and stakeholders’ theory interact in the 
firm with regard to the issue of distribution of wealth.

Thus, the specific research questions addressed in this study are the following: Do 
board size, separation of the roles of CEO and Chairman, independent directors and 



580 E. Merino et al.

1 3

board ownership have an impact on the value-added distributed to stakeholders who 
are differentiated as shareholders and other primary stakeholders? Accordingly, we 
ask the following question: Do the characteristics of the board contribute to a more 
equitable distribution of value added among stakeholders?

To test our hypotheses, we have chosen the Spanish context, as the characteristics 
that it presents (high concentration of ownership and a unitary board system) (see 
for more details, Acero and Alcalde 2013; De Miguel et al. 2004; Manzaneque et al. 
2016) make it an ideal scenario to study the role played by the board of directors 
in satisfying the interests of the different stakeholders. From the sample obtained, 
we conduct a panel data analysis of 438 observations of Spanish listed firms dur-
ing the period 2007–2012. The contribution of this research is both theoretical and 
empirical. From an empirical point of view, the results show that the characteristics 
of the board of directors have an impact on the primary stakeholders’ interests in 
terms of value-added distribution. In particular, although the separation of the roles 
of chairman and CEO and board independence are effective from a stakeholder per-
spective, other characteristics of the board of directors, such as board ownership and 
board size, might not serve in the interests of primary stakeholders. From a theo-
retical point of view, our study offers a greater insight into the impact of corporate 
governance practices on the primary stakeholders’ interests and to the reconciliation 
of the dichotomized approach of CG (shareholders/stakeholders CG approach). In 
addition, our study offers arguments in favour of companies moderating the size and 
shareholding of the board in order to reduce the difference in value-added distribu-
tion between stakeholders, especially in the context of ownership concentration.

The article is structured as follows. In the next section, the literature about the 
shareholders’ and stakeholders’ approach to CG is summarized, and the development 
of the hypotheses is presented. After this review, the following section describes the 
data, variables and methodology. The third section discusses the results of the statis-
tical models. Finally, the last section presents the discussions and conclusions.

2  Theoretical background

2.1  Literature review

Currently, the debate on CG models contrasts two approaches1: the approach from 
the perspective of the shareholder and the approach from that of the stakeholder. 
The traditional shareholder perspective is based on the idea that “corporate govern-
ance comprises the set of mechanisms that induce the managers who control cor-
porations to make decisions that maximize the value of the shareholders who own 
those corporations” (Denis 2016, p. 468). Following this approach, the created 
value is measured by the wealth that shareholders receive, that is, the investment 

1 Keasey et al. (1997) summarise four competing models in the current studies of corporate governance: 
principal-agent or finance model, the myopic market model, the abuse of executive power model, and the 
stakeholders’ model.
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returns (Shleifer and Vishny 1997), and CG is the main mechanism to maximize 
that value, as it can prevent the expropriation of the shareholders’ wealth due to the 
managers’ self-interest (Jensen and Meckling 1976). In this regard, and from the 
empirical perspective, previous studies concerning CG systems have focused on the 
relationship between board characteristics (mainly, CEO/Chairman duality, board 
independence, board size, and board ownership) and corporate value creation2 for 
shareholders (shareholder perspective). However, the obtained results are mixed. For 
example, Jackling and Johl (2009) and Nicholson and Kiel (2007) show that greater 
board size has a positive impact on value creation by the firm, while O’Connell and 
Cramer (2010) and Arosa et al. (2013) report a negative relationship. In relation to 
CEO duality, Arosa et  al. (2013) and Cabrera-Suárez and Martín-Santana (2015) 
report a positive relationship with value creation, while other studies find no rela-
tionship (Jackling and Johl 2009; Villanueva-Villar et al. 2016). In addition, the per-
centage of independent directors on the board has been found to be positively related 
to value creation (Azim 2012; Villanueva-Villar et al. 2016). The evidence on the 
impact of board ownership is also mixed. Fahlenbrach and Stulz (2009) report a pos-
itive relationship between board ownership and firm performance, but Sheikh et al. 
(2013) show a negative relationship.

One possible explanation for these mixed findings could be that the approaches 
do not consider all the stakeholders’ interests. In fact, although the shareholders’ 
model has dominated CG literature, a new stakeholder3 oriented view has been 
attracting attention since the late 20th century, considering that stakeholders rep-
resent all the agents whose utility is affected by a firm’s decisions (Charreaux and 
Desbrieres 2001), for example, employees, customers, suppliers, communities, gov-
ernment, and society in general. According to the stakeholder theory, the aforemen-
tioned traditional representation of CG based on shareholders’ interests is incom-
plete since the firm’s decisions involve consequences for all stakeholders (Charreaux 
and Desbrieres 2001; Tirole 2001) and, consequently, all stakeholder voices should 
be included in the CG process (Van Buren 2001), and their interests should be taken 
into account (see seminal words of Freeman (1984) or Blair (1995), among others). 
In short, stakeholder theory proposes that management decisions should address the 
needs, expectations and values of all stakeholders.

Taking into account stakeholders interests and needs, the economic perspective of 
the stakeholder theory has been linked with the social responsibility perspective of 
CG, given that CG fulfils a social function in attending to all stakeholders’ claims. 

2 Different measures have been used as a proxy for corporate value creation, e.g., accounting measures, 
such as return on assets (Nicholson and Kiel 2007; Jackling and Johl 2009; O’Connell and Cramer 2010; 
Arosa et  al. 2013; Sheikh et  al. 2013); return on equity (Azim 2012; Sheikh et  al. 2013); a hybrid of 
accounting and capital market-based measures, e.g., the price-earnings ratio and dividend yield (Azim 
2012); and Tobin’s Q (O’Connell and Cramer 2010; Jermias and Gani 2014).
3 Freeman (1984) defined the concept of stakeholders as “any group or individual who can affect or 
is affected by the achievement of the organization´s objectives” (p. 46). For its part, Post et al. (2002) 
defined the same concept as “individuals and constituencies that contribute, either voluntarily or invol-
untarily, to its wealth-creating capacity and activities, and who are therefore its potential beneficiaries 
and/or risk bearers” (p. 7).
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First, according to the legal and economic perspective of stakeholder theory, the 
firm has contractual responsibilities with the stakeholders, and these stakeholders 
have legitimate interests in the corporate activity of the firm. Specifically, Clarkson 
(1995, p. 110) posits that the purpose of firms should be to “create and distribute 
wealth or value sufficient to ensure that each primary stakeholder group continues 
as part of the corporation’s stakeholder system”. According to that perspective, each 
individual stakeholder is important to the survival of the corporation because they 
bring resources into a company that enable greater profits to be achieved, which is a 
critical objective for the future of the firm (Freeman and Reed 1983; Freeman 1984). 
As firms gain a higher level of interdependency with primary stakeholders, their 
survival and profitability depend on their ability to create wealth and value to satisfy 
those primary stakeholders’ interests.

In line with the above arguments and as a result of the union of stakeholder 
approach and CG theory, the concept of stakeholder corporate governance has 
emerged. According to this relatively new CG perspective, CG should act in the 
interest of all stakeholders rather than in the interests of only its shareholders (Denis 
2016). In this sense, effective stakeholder CG should provide the following: pro-
tection of the legitimate interests of all stakeholders, disclosure of information in 
the most transparent way, mediation between the interests and demands of all types 
of stakeholders, and strategic and ethical guidance for firms (Aguilera et al. 2015). 
Under this perspective, since stakeholder CG is expected to be exercised through 
internal control mechanisms rather than through external control markets (Letza 
et al. 2004), the board of directors should be the main mechanism that defends the 
interests of shareholders and other stakeholders. Hence, it is necessary to take into 
account the board characteristics (size and composition, among others) (Ayuso and 
Argandoña 2009) since these will determine the board’s effectiveness in performing 
its monitoring and strategic advisory roles over management (De Andrés et al. 2005) 
and will affect the satisfaction of all stakeholders’ interests and demands.

Taking this perspective, the existence of dominant interests could influence the 
impact of corporate governance on the firm’s value-added distribution and, con-
sequently, on the satisfaction of stakeholder interests. In other words, while it is 
likely that shareholders control corporate governance practices, it is also probable 
that decisions about value creation and distribution are oriented to their interests. 
Accordingly, some corporate governance mechanisms may contribute to reducing 
the differences among stakeholder interests and, consequently, contribute to a more 
equitable value-added distribution between shareholders and other stakeholders.

2.2  Hypothesis development

2.2.1  Board size

According to the shareholders’ paradigm, an appropriate board size contributes to 
greater board effectiveness and quality with regard to decision-making, although no 
consensus exists about the ideal size of the board. It is claimed that having more 
members on the board contributes to meeting the diversity criteria and improves 
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efficiency (Dalton et al. 1999) and independence (Pearce and Zahra 1992). Adams 
et al. (2005) argue that having a greater number of members on board contributes 
to the diversity of the board membership and of opinions and experiences, which 
increases the monitoring capacities of the group. In other words, the board has 
more information, the advantage of more expertise (Dalton et  al. 1999), a greater 
knowledge base (Coles et  al. 2008) and a broader range of experience (Xie et  al. 
2003). In addition, more members on the board can contribute to directors having 
greater opportunities to exercise their independence from the CEO and to exercis-
ing their power in governing the firm (Pearce and Zahra 1992). Additionally, larger 
boards contribute to the mitigation of distributional conflicts between insider and 
minority outsider owners’ wealth (Allegrini and Greco 2013). Nevertheless, it is 
also accepted that small boards have significantly less coordination and information 
problems because of the small board’s greater speed and efficiency in the decision-
making process (Lipton and Lorsch 1992; Jensen 1993). Taking all these views into 
account, it would appear that boards (large or small) have both advantages and dis-
advantages. Consequently, an adequate board size could contribute to protect the 
shareholders’ interests and increase the shareholders’ wealth.

From the point of view of stakeholders, there is some evidence that more mem-
bers on boards can contribute to a diversity of criteria, opinions and experiences, 
thereby increasing the monitoring capacities of the group (Adams et  al. 2005), as 
the board members enjoy greater diversity among their members (Klein 2002). As 
the literature about board diversity maintains, boards comprising different types 
of members should provide more effective problem solving between stakeholders 
(Carter et al. 2003) and greater social capital—relationships with business networks 
and stakeholders (Dang et al. 2014). Additionally, a greater number of members on 
a board allows the incorporation of stakeholders’ representatives. According to Huse 
and Rindova (2001), in stakeholder-oriented CG systems, since the interest of the 
board is to protect all stakeholders’ interests, representatives of their interests should 
be present on the board. Consequently, it is argued that more members on board can 
contribute to responding to the challenge of the diversity of stakeholders’ demands.

These arguments suggest that a greater number of members on the board may 
contribute to defending the interests of both shareholders and other primary stake-
holders, which will result in a smaller difference of the added-value granted to each 
one of them; therefore, we propose the following hypothesis:

Hypothesis 1 Board size impacts the stakeholders’ value distribution (differen-
tiating between shareholders and other primary stakeholders), promoting smaller 
differences between the shareholders and other primary stakeholders in the value 
distributed.

2.2.2  Separation of Chairman and CEO

Previous empirical studies suggest that the presence of CEO duality (the same per-
son is the Chairman and the CEO) reduces the boards’ allocation of attention to 
monitoring (Tuggle et  al. 2010) and negatively affects the effective control of the 
board (Morck et al. 1988; Gul and Leung 2004). CEO duality implies more power 



584 E. Merino et al.

1 3

on the board for the Chairman (Nahandi et al. 2011) and, consequently, less board 
effectiveness in pursuit of achieving the shareholders’ interests (Hermalin and Weis-
bach 2003), negatively influencing the value creation of the company (Pucheta-
Martínez 2015). In other words, CEO duality contributes to managerial opportunism 
(Blackburn 1994) and thus leads to decision-making for the benefit of management 
(Jensen and Meckling 1976) and to the detriment of the company’s shareholders 
(Coles et al. 2001; Jensen 1993). In line with this argument, in the interest of share-
holders, most research on CG systems emphasizes the desirability of separating 
these positions (CEO and Chairman).

In the same way, CEO duality, which implies that all decision making power falls 
to the same person, may result in CEOs making decisions that only benefit them-
selves (Jensen and Meckling 1976) and, therefore, that may also be detrimental to 
the interests of other stakeholders. In fact, Webb’s (2004) study found that socially 
responsible firms, which consequently have more possibilities of responding to 
stakeholder interests (García-Torea et al. 2016), have less CEO duality than do non-
socially responsible firms. Therefore, we propose that the separation of the roles of 
the CEO and the Chairman has a positive effect on the distribution of value added 
to shareholders and other primary stakeholders, which will generate a smaller differ-
ence of the added value granted to both.

Hypothesis 2 Separation of the roles of Chairman and CEO impacts the stake-
holders´ value distribution (differentiating between shareholders and other primary 
stakeholders), promoting smaller differences between shareholders and other pri-
mary stakeholders in the value distributed.

2.2.3  Independent directors

Board independence (the number or proportion of outside directors on the board) 
is one of the most analysed issues in relation to examining a board’s effectiveness 
for protecting shareholders’ interests (e.g., Fama and Jensen 1983; Jensen 1993; 
Dahya et al. 2002). According to Mangena and Tauringana (2007), since directors 
should be independent, they tend to side with the investors’ information needs 
and encourage managers to satisfy them. Additionally, in the context of concen-
trated ownership, as is the case in most continental European countries, including 
Spain, and Asian countries such as Japan, the problem known as principal–prin-
cipal (large against minority shareholders) is more frequent. Therefore, the role 
of the independent directors in controlling the large shareholders’ actions may be 
essential for defending the interests of minority shareholders (Pucheta-Martínez 
2015). In fact, board independence is often linked to better CG (Luan and Tang 
2007). In particular, a higher presence of independent directors on the board is 
linked to greater board independence and effectiveness, taking into account that 
the independent directors have experience in decision-making processes, are 
less exposed to external influences and have a special interest in defending or 
building their reputation in the job market (Conyon and He 2008). Independent 
directors are also expected to be more sensitive to societal needs (Ibrahim et al. 
2003), more knowledgeable about the changing demands of stakeholders (Ayuso 
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and Argandoña 2009) and consequently more sensitive to a wide range of stake-
holders’ interests. Furthermore, some empirical studies have found that having a 
higher proportion of independent directors is linked to better decisions on issues 
such as acquisitions or executive compensation (Cotter et  al. 1997; Mayers and 
Smith 2010).

According to the aforementioned literature, we would expect a positive relation-
ship between board independence and the distribution of value added to sharehold-
ers and other primary stakeholders, promoting smaller differences between them.

Hypothesis 3 Independent directors impact the stakeholders’ value distribution 
(differentiating between shareholders and other primary stakeholders), promoting 
smaller differences between the shareholders and other primary stakeholders in the 
value distributed.

2.2.4  Board ownership

The participation of the board of directors in shareholding is also an important 
mechanism of board effectiveness to protect shareholders interests, mainly, those 
of minority shareholders. Most studies support the notion that board of direc-
tors’ shareholding creates independence and reduces the possibility of oppor-
tunistic actions of the directors due to their interests being aligned with those 
of other shareholders (Shleifer and Vishny 1997). In other words, most studies 
support a convergence of interest hypothesis between managers and sharehold-
ers. However, according to the so called entrenchment hypothesis, this positive 
effect may become negative if the board’s shareholding is excessive, resulting in 
the entrenchment of directors who would use their power to carry out decisions 
aimed at avoiding the cessation of managers in the case of inefficient behaviour. 
Previous empirical research shows the predominance of one or another hypothe-
sis for different levels of shareholder participation on the part of directors (Morck 
et al. 1988; Hermalin and Weisbach 1991). In line with the entrenchment hypoth-
esis, higher levels of ownership on the part of directors confers them with enough 
power to make decisions in their own interest at the expenses of other stakehold-
ers. For example, they could increase their salaries as board members or improve 
their employment conditions (Rose 2005), direct investment to projects with a 
personal interest (Lemmon and Lins 2003) or influence funding decisions when 
directors are representatives of financial investors (Delgado-García et al. 2010).

Taking these arguments into consideration, we expect greater stock owner-
ship by directors to have a negative effect on the interests of the shareholders and 
other primary stakeholders, generating smaller differences between both parties.

Hypothesis 4 Board ownership impacts the stakeholders’ value distribution (differ-
entiating between shareholders and other primary stakeholders), promoting smaller 
differences between the shareholders and other primary stakeholders in the value 
distributed.
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3  Research method

3.1  Sample selection and data

The sample in this study comprises all the companies listed in the Spanish Stock 
Exchange Interconnection System (Sistema de Interconexión Bursátil Español, 
SIBE) or in the continuous market for the period 2007–2012. Starting from the 
population of listed companies, whose number varies according to the year of study 
considered, and after eliminating those for which there were no data for the whole 
time period, the final study sample is made up of 73 companies (see Table 1, Panel 
B). This sample provides a broad representation of the various business sectors in 
Spain (see Table  1, Panel A). Moreover, we have tested the maximum allowable 
error4 for a finite population. The maximum error is 7.51% with a level of confi-
dence of 95%, corroborating that our sample is representative of the population.

Table 1  Population and sample analysis

The number of firms in each sector for the population of listed companies on the Spanish computerized 
trading system and for the sample used in this study. In addition, we report on the sample selection pro-
cess

Listed companies on the 
Spanish computerized 
trading system (Decem-
ber, 2012)

Sample

N % N %

Panel A. Composition of the population and sample firms according to the industry type
 1. Oil and energy 10 7.87 8 10.96
 2. Basic materials, manufacturing and construction 32 25.20 18 24.66
 3. Consumer goods 31 24.41 17 23.29
 4. Consumer services 18 14.17 10 13.70
 5. Financial services and real state 30 23.62 15 20.54
 6. Technology and telecommunications 6 4.73 5 6.85

127 100.00 73 100.00

2007 2008 2009 2010 2011 2012

Panel B. Sample selection process
 Firms in the continuous market 166 141 133 129 130 127
 Less: Observations with incomplete or missing data for the 

period 2007–2012
93 68 60 56 57 54

 Observations with complete data for the period 2007–2012 73 73 73 73 73 73

4 Maximum allowable error: � = Z
1−�

2

√

N−n

N−1

pq

n
,

 where Z 1−�

2
 is the value associated with the degree of confidence 1 − α; N is size of the population; n is 

the size of the sample: p is a proportion; and q is (1 − p).
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We have chosen this period because it is a homogeneous period regarding prac-
tice and transparency in terms of financial and corporate governance information. 
In fact, different reforms in corporate governance transparency and policies were 
incorporated into the Spanish context after 2012 (Merino and Manzeneque 2017).

The information about financial data (value-added distribution) has been taken 
from the Annual Accounts, and the corporate governance information (board size, 
separation of Chairman and CEO, board independence and board ownership) has 
been taken from the Corporate Governance Annual Report. This information is 
available on the National Stock Exchange Commission (CNMV, Spain) web page.

We study the Spanish context because it provides an interesting setting in which 
to exam the role of the board of directors in controlling the conflict between control-
ling and minority shareholders—principal–principal conflict of interest—and how 
this can influence the distribution of value added between these and the other stake-
holders. The characteristics of Spanish listed companies, among others, are as fol-
lows: high concentrated ownership, with almost 46% of the total shares held by con-
trolling shareholders (Manzaneque et al. 2016), and a corporate governance system 
based on a unitary board structure strongly dominated by the controlling sharehold-
ers. For example, in a similar sample of Spanish companies, proprietary directors 
(who represent the owners of blocks of shares of the company) represent 44% of the 
members of the board (Pucheta-Martínez 2015). These two characteristics mean that 
the traditional problem of separation of ownership and control is not as important as 
it is in other markets with dispersed ownership (i.e., the US) or with a two-tier board 
system (i.e., Germany, Holland or Japan). Thus, in the context of high concentrated 
ownership (Spain, Japan or Korea, among others), the role of the board of directors 
should be crucial in protecting the interests of the different stakeholders.

3.2  Measures

Dependent variable. Value-added distribution The value added was chosen as a 
proxy of the firms’ value creation. The consideration of the value added as an indi-
cator of a firm’s activity allows a more rational evaluation of efficiency and produc-
tivity and provides an overview of the production process as a collaborative process 
between the actors involved in it. Our objective is to analyse whether an effective 
CG system under the shareholder CG model is also effective in creating an equitable 
distribution of wealth creation among the stakeholders. To attain this goal, we meas-
ure the net value-added distribution to shareholders (dividends and retained earn-
ings) and other primary stakeholders, including workers (wages and social charges), 
creditors (interests) and government (taxes). Specifically, the net value added is a 
measure of wealth that can be extracted from published accounting information, 
and, particularly, value added creation and distribution is disclosed as follows (see, 
among others, Askren et al. 1994; Bannister and Riahi-Belkaoui 1991):

(1)
Net value added = S − B − DP = Distribution of net value added = W + I + DD + T + R
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where S = Sales, B = Bought-in materials, DP = Depreciation, W = Wages and social 
charges, I = Interests, DD = Dividends, T = Taxes, and R = Retained earnings.

In other words, the net value added is the economic surplus generated by the 
activity of the company during a period of time. Thus, it is a measure of manage-
ment efficiency since it links the production obtained with the factors that contribute 
to its generation. Net value added is used in this study in order to avoid the arbi-
trary and incorrigible effects of depreciation allocation (Riahi-Belkaoui 1999). We 
construct two variables for the stakeholders’ value-added distribution. Each variable 
is calculated as a ratio. Specifically, the shareholders’ value-added distribution is 
measured as the ratio of dividends and retained earnings to total value added dis-
tributed by the firm. The other primary stakeholders’ value-added distribution is 
the ratio of workers costs (wages and social charges), financial expenses (interests) 
and taxes to total value added distributed by the firm. Additionally, the difference 
between the added value distributed to shareholders and other primary stakeholders 
has been calculated in order to measure the difference of interests between them.

Independent variable. Corporate governance To test the effect of board charac-
teristics on value-added distribution, we included in the model the following inde-
pendent variables: Board size, Separation of Chairman/CEO, Board independence 
and Board ownership. The first variable, Board size, is measured as the total number 
of members on the Board of Directors. Separation of Chairman/CEO is a dichoto-
mous variable that takes a value of 1 when different people hold the two positions; 
otherwise, it takes a value of 0. Board independence is measured as the proportion 
of independent directors to the total number of members of the board. We consider 
as independent directors those directors who are in a position to perform their duties 
without being influenced by any connection with the company, by the shareholders 
or by the management. Finally, Board ownership measures the level of participation 
of the board of directors in shareholding as the percentage of shares held by share-
holders who are at the same time members of the board.

Control variables We also included seven control variables: Industry, Firm Size, 
ROA (Return on Assets), Leverage, Firm Age, Ownership concentration and Fam-
ily management. Industry is a categorical variable with six groups, following the 
approach established for the companies listed on any Spanish Stock Exchange: (1) 
oil and energy; (2) basic materials, manufacturing and construction; (3) consumer 
goods; (4) consumer services; (5) financial services and real estate; and (6) tech-
nology and telecommunications. As different industries obtain different levels of 
performance (Carter et al. 2010), we expect that the industry influences the value-
added distribution. Consequently, we create dummy variables for each industry sec-
tor and take as reference the first category in the models. Size is measured as the 
logarithm of total assets. We expect that firms with a greater ROA (measured as 
ratio of operating income to net assets) also have more added value to distribute to 
the different stakeholders. Leverage is measured as the book value of the debt to 
total assets ratio, which is expected to be negatively associated with performance 
and value creation (Jackling and Johl 2009). We also include Firm Age, measured as 
the years of the company’s life. Finally, two control variables have been considered 
in order to capture the effect of ownership structures on the value-added distribu-
tion. Because large shareholders may pursue their own interests, causing a negative 
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impact on other shareholders’ wealth (expropriation of minority shareholders’ prob-
lem) (Shleifer and Vishny 1997), we control for ownership concentration, which is 
measured as the percentage of total shares in the hand of block holders (those with 
3% or more of the shares). In addition, the previous literature highlights the role of 
family controllers on the decision making. As family managers’ decisions are often 
a guide for understanding non-economic goals (see among others, Chrisman et al. 
2004) and as family managers are aware of the influence of other non-family mem-
bers or stakeholders on the success of the firm (Farrington 2009), family managers 
usually try to attend to their interests to guarantee the future survival of the firm. We 
measure the family management5 variable as a dummy variable, which takes a value 
of 1 if one or more members of the family are present on the board of directors and 
hold shares on the firm (at least 20%); otherwise, it takes a value of 0.

3.3  Model

To test the hypotheses, several different variants of a linear panel data regression 
model were estimated. Following this methodology, a data sample of 438 observa-
tions (73 companies × 6 years) was developed composing a short, linear and strongly 
balanced panel. Different tests were performed in order to define the econometric 
specifications of our model. To control possible heterogeneity and endogeneity 
problems, we use the corrections over panel data proposed by Arellano and Bond 
(1991) and Blundell and Bond (1998). Hence, a 2 step GMM estimator is computed, 
using two lagged values. The results of the first and second serial correlation test 
and the Hansen over-identifying restrictions are reported in Table 4. The results of 
these tests support the validity of the GMM specifications and the instruments used. 
In essence, the model estimated is the following:

where value-added distribution to  stakeholderit is the endogenous variable. Accord-
ing to the hypotheses, we develop different variants of the above model (see 
Table 4). Those models are described in the next section.

Value added distribution to stakeholdersit = � + �
1
∗ Board sizeit + �

2
∗ Separation Chairman∕CEOit

+ �
3
∗ Board independence + �

4
∗ Board ownershipit + �

5
∗ Firm size

+ �
6
∗ Leverage + �

7
∗ Firm age + �

8
∗ ROA + �

9
∗ Ownership concentration

+ �
10

∗ Family management +

6
∑

K=2

INDUSTRY dummiesit + �it

5 We follow the criterion established by the Spanish Family Business Institute. See, for example, the 
document entitled La empresa familiar en España (2015).
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4  Empirical findings

4.1  Descriptive analysis

Table 2 provides descriptive statistics. In panel A, the means of value added for 
period 2007–2012 are presented. In 2007, the shareholders received 44.6% of 
value added, and the other primary stakeholders received 55.4%. The distribution 
of value added to other primary stakeholders has increased in the study period 
(2007–2012) from a mean of 55.4% in 2007 to a mean of 71.6% in 2012, while 
for shareholders, the distribution has been reduced (from 44.6% in 2007 to 28.4% 
in 2012). Undoubtedly, the crisis has mainly affected the distribution of value 
added to shareholders (through dividends and retained earnings), whose percent-
age has been reduced since 2007–2012.

Table 2 (Panel B) provides descriptive statistics on the dependent, independent 
and control variables used in the study. As far as continuous variables are concerned, 
the mean, medium, a 25%, a 75% and the standard deviation are presented. On aver-
age, 35.6% of the directors on the board were independent directors. The proportion 
of stock ownership by directors presents a mean of 22.8%. The mean board size is 
approximately 12 members. Regarding control variables, the average level of lever-
age reaches 56.9%; the mean of the ROA is 4.3%; and the mean of ownership con-
centration is 40.4%. The mean of the firm age is approximately 48 years from firm 
creation, and 42.24% of the firms in our sample are family managed firms.

With respect to categorical variables, frequency and percentage are presented. 
Approximately 37% of observations present a separation of CEO and Chairman 
positions over the sample period.

Finally, the sample presents the following sector classification from highest 
to lowest percentage: basic materials, manufacturing and construction (24.66%), 
consumer goods (23.29%), financial services and real estate (20.55%), consumer 
services (13.70%), oil and energy (10.96%), and technology and telecommunica-
tions (6.85%) (see Table 1, Panel B).

Additionally, the Pearson correlations (see Table  3) generally suggest that 
some CG characteristics are correlated to the value-added distribution to share-
holders and other primary stakeholders. In particular, board size and board inde-
pendence are positively correlated with the value added distributed to share-
holders, although negatively correlated to the value added distributed to other 
primary stakeholders. Contrarily, board ownership and separation of Chairman/
CEO appear to be negatively correlated to the shareholders’ value added and 
positively to other primary stakeholders’ value-added distribution. Regarding the 
distribution of value added among shareholders and other primary stakeholders, 
the results show that their interests are in conflict in the sense that value added 
is restricted, and the increase in the value-added distribution to one reduces the 
value-added distribution to the other. Despite the obtained results, all binary cor-
relations are lower than 0.7, evincing that this is not a problem in our study.

To test for multicollinearity, the Variance Inflation Factors (VIF) were calcu-
lated for each independent variable (see Table 3). Multicollinearity seems not to 
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Table 2  Descriptive statistics

Results for descriptive statistics. Panel A presents the mean of the value-added distribution to sharehold-
ers and other primary stakeholders for each year from 2007 to 2012. Variables are described previously. 
Panel B shows the descriptive statistics for the panel of 73 firms for the period 2007–2012: in total, 438 
observations. Categorical and dichotomous variables are described by frequency and percentage

Variables 2007 2008 2009 2010 2011 2012

Panel A. Mean value-added distribution for period 2007–2012
Value-added distribution to shareholders
Mean 0.446 0.402 0.419 0.381 0.343 0.284
Value-added distribution to other primary stakeholders
Mean 0.554 0.598 0.580 0.619 0.657 0.716

Mean Medium 25% 75% Std. Dev.

Panel B. Descriptive statistics continuous and categorical variables
Continuous variables
Value-added distribution to shareholders 0.379 0.356 0.070 0.660 0.313
Value-added distribution to other primary 

stakeholders
0.621 0.644 0.339 0.929 0.313

Board size 12.051 12.000 9.000 15.000 3.749
Board independence 0.356 0.333 0.267 0.487 0.168
Board ownership 0.228 0.140 0.003 0.424 0.241
Firms size 21.138 21.049 19.481 22.495 2.780
Leverage 0.569 0.571 0.368 0.785 0.266
Firm age 47.49 39 20 67 35.85
ROA 0.043 0.026 − 0.001 0.084 0.121
Ownership concentration 0.404 0.388 0.154 0.624 0.258

Duality Non-duality Total

Dummy variables
Separation of Chairman/CEO
 N 275 163 438
 % 62.79 37.21 100.00

Yes No Total

Family management
 N 185 253 438
 % 42.24 57.76 100.00

Industry N %

1. Oil and energy 48 10.96
2. Basic materials, manufacturing and construction 108 24.66
3. Consumer goods 102 23.29
4. Consumer services 60 13.70
5. Financial services and real state 90 20.55
6. Technology and telecommunications 30 6.85
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be a problem in our study, as all VIF values are low enough to dismiss multicol-
linearity problems (Belsley et al. 1980; Hair et al. 1998).

4.2  Regression analysis

Table 4 presents the results of the System-GMM in two-step estimations. To test if 
corporate governance characteristics have an impact on the value-added distribution, 
in Models 1 and 2, we use as dependent variables the value added distributed to 
shareholders and other primary stakeholders. In addition, it is possible that corpo-
rate governance characteristics could also be shown to cause greater differences in 
the value-added distribution. According to this reasoning, Model 3 is included, using 
as a dependent variable the greater value received by shareholders at the expense 
of other primary stakeholders. Therefore, we calculate the variable “Shareholders 
greater value-added distribution” as the difference between the value added distrib-
uted to shareholders and the value added distributed to other primary stakeholders. 
We take the value of the previous difference if the result is positive; otherwise, the 
negative values are replaced by 0.

The results of Models 1 and 2 show that board size has a positive impact on the 
value-added distribution to shareholders (β = 0.047, ρ < 0.05, Model 1) and a non-
significant impact on the value-added distribution to other primary stakeholders 
(β = −0.026, ρ > 0.10, Model 2). Additionally, Model 3 shows that board size con-
tributes to a greater difference among the value-added distributed to shareholders 
and other primary stakeholders (β = 0.052, ρ < 0.01, Model 3), which corroborates 
the previous results. In terms of our hypothesis, as the board size exerts an impact 
on shareholders but not on other primary stakeholders’ value, this board character-
istic is not an effective instrument with regard to attending to the interests of other 
primary stakeholders. Therefore, H1 is not proved given our results.

Regarding the Separation of Chairman/CEO variable, the results show that this 
variable has a significant and negative effect on the return to shareholders for the 
distribution of added value (β = −0.756, ρ < 0.01, Model 1) and a significant and 
positive effect on the value added achieved by other primary stakeholders (β = 0.557, 
ρ < 0.05, Model 2). These findings suggest that the Separation of the Chairman/
CEO roles is not advantageous for shareholders in terms of return; however, this is 
supported for an effective impact on other primary stakeholder value added. Fur-
ther, the results of Model 3 indicate that separation of the Chairman/CEO roles 
is advantageous to other stakeholders in terms of the existence of a lower differ-
ence in the value-added distribution to shareholders and other primary stakeholders 
(β = −0.694, ρ < 0.01, Model 3). Given the impact of the separation of Chairman/
CEO roles on the distribution of value added, both results show that it may con-
tribute to reduce the conflict of interests among shareholders and other groups of 
primary stakeholders. Therefore, H2 is accepted. Thus, these findings agree with 
the traditional trend that supports the separation of positions in order to protect the 
stakeholders’ interests, therefore, imply a true state of effectiveness for the separa-
tion of chairman/CEO under the stakeholder perspective.
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With respect to the presence of independent directors on the board, the results 
show that this variable impacts negatively on shareholders’ value added (β = −1.165, 
ρ < 0.01, Model 1) and positively on the value-added distribution to other primary 
stakeholders (β = 1.042, ρ < 0.10, Model 2). Although the results are marginal, the 
signs obtained suggest that having a greater number of independent directors on the 
board is related to a lower value-added distribution to shareholders and a greater 
value-added distribution to other primary stakeholders. Moreover, from a stake-
holder perspective, Wang and Dewhirst (1992) assert, “outside directors have a very 
strong stakeholder orientation and recognize that their responsibility encompasses 
more than shareholders and are very conscious about the needs and expectations 
of the various constituencies of their firms” (p. 120). Our results are consistent with 
that point of view, indicating that firms with more independent directors have a 
greater distribution of value added to primary stakeholders other than the sharehold-
ers. In fact, the results of Model 3 confirm that shareholders receive lower value 
added in relation to other primary stakeholders when the proportion of independent 
directors is greater (β = −1.011, ρ < 0.05, Model 3). Therefore, H3 is accepted, as 
board independence contributes to reducing differences in value-added distribution 
and is in line with the stakeholder corporate governance perspective.

Our final hypothesis suggests that the level of board ownership impacts the value-
added distribution to shareholders (H4). As indicated in Table 4, this variable is not 
significantly associated with shareholders value added (β = 0.493, ρ > 0.10, Model 
1). There is, however, a negative relationship between board ownership and the 
value added received by other primary stakeholders (β = −0.321, ρ < 0.10, Model 2). 
These results imply that directors’ stock ownership is also a factor that contributes to 
lower stakeholders’ value and, consequently, it is not an effective factor in respond-
ing to the interests of the firm’s primary stakeholders other than the shareholders. 
Further, the results of Model 3 (β = 0.497, ρ < 0.10, Model 3) reinforce the idea that 
the directors’ ownership aligns their interests with those of shareholders and has a 
negative effect with regard to promoting all stakeholders interests in that there is an 
increase in the difference between the value added distributed to shareholders com-
pared to the value added distributed to other primary stakeholders. In fact, a greater 
difference in the value-added distribution is shown. Therefore, Hypothesis 4 is not 
supported.

To summarize, our results reinforce the idea that some board characteristics are 
not significant to the stakeholders CG system, and new challenges and advances 
should be made to incorporate this perspective to the board as the main mechanism 
of internal control of the firm.

4.3  Robustness check

We perform further analyses to check the robustness of our results (see Model 4 
and 5 in Table 4). On the one hand, some studies suggest that it may be desirable 
to set limits regarding board size in order to improve effectiveness (Yermack 1996). 
In fact, the Spanish Good Governance Code of Listed Companies (CNMV 2015) 
included a limit recommendation for board size of between 5 and 15 members. 



598 E. Merino et al.

1 3

Therefore, we add a dummy variable (Board size dummy) to Model 3 to determine 
if board size is within that limit (Model 4). The results show that if the number of 
directors is between 5 and 15 members, the board size dummy variable has a signifi-
cant impact on the difference in value-added distribution among shareholders and 
other primary stakeholders. However, the board size maintains the positive impact 
on value-added distribution in this new Model 4, thus rejecting our hypothesis.

On the other hand, in relation to the presence of independent directors, the most 
common practice in the international context is to recommend that at least one-third 
of the board members be independent (Spain and Singapore, among others). To test 
if the limit could be important to the relationship between board independence and 
value-added distribution, we add a dummy variable to Model 3 that represents those 
cases in which the number of independent directors are greater than one-third of the 
total number of directors (Model 5). The results remain constant, so H3 is definitely 
accepted. All these results taken together indicate that the presence of independent 
directors affords a board the advantage of incorporating the wider interests of other 
stakeholders and of contributing to the promotion of the stakeholder theory in future 
challenges of CG.

5  Discussions and conclusions

This work examines if the structure and composition of the Board of Directors 
(CEO/Chairman duality, Board independence, Board size and Board ownership) 
impact the value-added distribution to shareholders and other primary stakeholders 
and if these factors could contribute to a more equitable distribution of value added 
between them. In general, we find that in the context of ownership concentration and 
with a unitary board system, CG is important to balance the interests of different 
stakeholders. This is particularly relevant in recent times in which meeting the inter-
ests of stakeholders has become a goal for all companies.

Specifically, this work makes several contributions to the literature, corporate 
governance practice and policy formulation, by giving reasons to revise some mech-
anisms of CG (regarding to structure and composition of the Board of Directors) 
with the aim that those contribute to integrate all stakeholders’ interests, enabling 
companies avoid the expropriation of wealth by the shareholders at the expense of 
other stakeholders.

First, our results show that greater board size contributes to increasing the value 
added distributed to shareholders. These results are consistent with research by Lip-
ton and Lorsch (1992) and Jensen (1993), which allude to coordination and infor-
mation problems linked to large boards. Accordingly, it would appear that in those 
cases in which the board has more members, shareholders control the board of 
directors’ decisions and impose their own interests regarding value-added distribu-
tion over those of other stakeholders. In this regard, our results reinforce the idea of 
an appropriate board size for achieving an effective corporate governance system, 
especially from a stakeholder perspective.

Second, with respect to board ownership, the results show that greater board own-
ership reduces the value added distributed to other stakeholders. This is consistent 
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with the idea that directors align their interest to those of shareholders when they 
own shares and, consequently, their decisions tend to benefit shareholders interests 
against those of other stakeholders, exerting externalities on other stakeholders’ 
value (Tirole 2001).

These results advocate the limiting of board size and board ownership if com-
panies and shareholders wish to reduce the differences between stakeholders in the 
distribution of value added, especially in contexts of ownership concentration.

Third, the results also indicate that the incorporation of independent directors on 
the Board is an important factor with regard to dealing with the interests of primary 
stakeholders in the context of ownership concentration and a unitary board system, 
as it also reduces the differences between stakeholders in the distribution of value 
added. This result is consistent with previous literature which asserts that a greater 
number of this type of director could compensate for the excessive power of execu-
tive directors and neutralize possible expropriation problems linked with the princi-
pal–principal conflict of interests (large against minority shareholders). In addition, 
independent directors would appear to be more sensitive to the interests and claims 
of stakeholders, thereby contributing to lowering the differences in value-added dis-
tribution. Therefore, consistent with works that promote board diversity, we show 
that independent directors are a source of diversity that could protect the interests of 
the corporation´s stakeholders.

Finally, according to our results, the separation of the roles of Chairman and CEO 
also reduces the differences in value-added distribution among stakeholders, which 
contributes to the defence of the interests of the primary stakeholders, reinforcing 
the criticisms of duality of power. Thus, despite the international controversy over 
the advisability of their separation or not, our results give reasons to believe that the 
separation of power is the better option for the interests of all stakeholders.

From the results obtained, we can conclude that the current board system in Spain 
fails to integrate all stakeholders’ interests through the CG system, as board owner-
ship (with levels near to 23%) and duality (present in 63% of the observations) tend 
to encourage directors’ decisions that relegate the aspiration of some stakeholders to 
share in the wealth of the firm. Although García-Torea et al. (2016) found that effec-
tive boards of directors (studied as complete units) that promote practices that attend 
to the interests of shareholders (the shareholders perspective) are also effective in 
serving the stakeholders’ interests (the stakeholders perspective), our results rein-
force the idea that certain board characteristics, particularly board ownership and 
board size, could in fact contribute to exacerbating the conflict of interests between 
shareholders and other stakeholders. This suggests then that board practices that 
affect all stakeholders’ interests should be revised. Future research, therefore, should 
focus on how CG practices could benefit certain stakeholders’ interests against the 
interests of others, in order to minimize these externalities and develop CG mecha-
nisms to integrate the shareholders and stakeholders CG approaches into more com-
prehensive CG systems.

According to the above, this article provides a complementary perspective 
towards approaching corporate governance from a stakeholder perspective. From a 
theoretical point of view, the results of this study contribute to the debate concern-
ing the dichotomized approach of CG (shareholders/stakeholders CG approach). 
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Empirical evidence has been found concerning the impact of externalities caused 
by certain board characteristics on the wealth distribution among shareholders and 
other stakeholders. In this context, this study reveals that board effectiveness based 
on those characteristics that contribute to the protection of shareholders rights grants 
excessive power to shareholders who may abuse their power in pursuit of their own 
interests to the detriment of other stakeholders’ interests. At this point, we question 
whether it is necessary to establish other mechanisms to control the decision-making 
process of the board.

There are, nevertheless, some limitations and unobservable issues to be taken into 
account. First, due to the focus of our study, we have overlooked some CG internal 
and external control mechanisms, such as board diversity, board activity, the exist-
ence of corporate social responsibility committees, ownership distribution among 
different types of shareholders (institutional, non-institutional, banks, families, and 
so on), and the proportion of different types of directors on the board (outsiders, 
insiders, proprietary), among others. Second, we should highlight the difficulty of 
disaggregating certain information, as it is not available in the sources consulted 
and would thus require consulting other documents or databases. Thus, for example, 
it might be interesting to analyse other secondary stakeholders’ interests. Unfortu-
nately, the public databases are unable to give us this information. In both cases, 
future research could analyse these issues to gain a better understanding of the fac-
tors that influence the distribution of value added among different stakeholders and 
how that could impact the development of a stakeholders’ CG approach.
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