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Board Interlocks as a Diffusion of Strategic Information —
Does it Work? A Polish Case’

Justyna Swiatowiec-Szczepariska, tukasz Matys™

Abstract

Several theories point to the influence of board interlocks on the diffusion of important
resources, mainly information. Empirical confirmation of the information functionality of the
interlocking directorates network was obtained in the case of network research under the An-
glo-Saxon model of corporate governance as well as the continental model in developed coun-
tries. Since the early 1990s another model of corporate governance in CEE countries has been
developed. The specific determinants of the development of this model do not allow us to
unequivocally state similar causes and consequences of interlocking directorates in relation to
the most frequently studied western corporate governance models. The aim of this study is to
determine the importance managers attach to these relationships within a corporate network as
a source of strategic information that is important to the company’s strategic decision-making
process, in the context of the Polish governance model. The research employs the case-study
method and presents the results of five case studies of companies listed on the Warsaw Stock
Exchange. The research, on the one hand, suggests that the network embeddedness of Polish
listed companies is of minor significance; on the other hand, it pointed to the existence of
two main types of corporate networks: one inwardly directed and focused on supervisory
board members’ controlling function performed with a view to protecting the shareholders’
equity ownership, and the other orientated towards external relationships, often distant from
the original industry, in order to obtain information that supports new initiatives. What seems
to most determine the behaviour of company managers is the corporate culture resulting from
the presence of a foreign owner from a Western European country. In general, the findings
confirm the importance of the network of interlocking directorates more as an instrument of
control than diffusion of strategic information.

Keywords: corporate network, interlocking directorates, information diffusion, social net-
work
JEL Codes: G34, M12, L14

1. Introduction

An interlocking directorate exists "when one person affiliated with one organi-
sation sits on the board of directors of another organisation" (Mizruchi 1996:
271). These networks of directors’ ties became the subject of thorough research,
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first, since the second decade of the last century, in the context of antitrust law,
and subsequently mainly under the influence of resource dependency theory
(Pfeffer/Salancik 1978) and class hegemony theory (Sonquist/Koenig 1975).
The theoretical area of research on interlocking directorates has expanded con-
siderably since the inclusion of embeddedness theory (Granovetter 1985) and
social network analysis (Burt 1983). Most theories, in their own way, stress the
importance of information flow within the network, which has an individual or
organisational influence. It is widely acknowledged that the network structure,
determined by inter-firm board members’ ties, can be a source both of valu-
able resources and constraints for network participants. An important research
problem was to determine the impact of board networks on companies’ opera-
tions — especially in the context of information flows (Haunschild/Beckman
1998; Carney/Barclay/Li 2020), which are the main effect of the network mech-
anism (Uzzi 1996; Borgatti/Cross 2003; Knoben/Oerlemans/Krijkamp/Provan
2018). Interlocking directorates enable managers to achieve an optimal "busi-
ness scan" of the latest business practices and overall business environment
(Haunschild/Beckman 1998). This kind of information can in many cases be
of strategic importance to a company. Numerous studies have pointed to such
board interlock effects as diffusion of management practices and imitation of
strategic activities (Davis 1991; Palmer/Jennings/Zhou 1993; Haunschild 1993;
Davis/Greve 1997; Westphal/Seidel/Stewart 2001; Chen/Dyball/Wright 2009;
Shropshire 2010; Han/Hu/Liuw/Tian 2017; Siudak 2020). In recent years, research
has focused on the impact of interlocking directorates on innovation (Crispeels/
Willems/Brugman 2015; Hernandez-Lara/Gonzales-Bustos 2019), knowledge
transfer (Hagan/Green 2004; Simoni/Caiazza 2012; Howard/Withers/Tihanyi,
2017), and intellectual capital (Blanco-Alcantara/Diez-Esteban/Romero-Merino
2019).

An interesting but insufficiently investigated type of board interlocks are net-
works from Central and Eastern European countries, including Poland, which
are characterised by relatively young corporate networks, created together with
privatisation processes and capital market development in the last 30 years.
The literature review indicates relatively poor recognition of these networks,
especially in terms of informational functionality. The main subjects of a few
studies concern the characteristics of directors in the network and the structure
of the board interlock network. Such studies were conducted in the Czech
Republic (Nowak 2012) and Poland (Pawlak 2007; Pawlak 2010). Recently,
analysis of the small-world phenomenon in the context of the network of direc-
tors of public companies in Poland has also been conducted (Sankowska/Siu-
dak 2016; Zdziarski 2018). Attention was also drawn to the phenomenon of
personnel unions between industrial companies and banks in Hungary (Tomka
2001). Recently, the humanistic aspect of interlocking directorates among listed
companies in Poland and the need for a qualitative survey of board interlock
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networks has also been noted (Szalacha-Jarmuzek/Pietrowicz 2018). In the con-
text of the information functionality of board networks in Poland, the impact of
director ties on the willingness to pay dividends was examined (Siudak 2020)
and on the integration of companies after the acquisition (Stankiewicz-Mro6z
2019). To our knowledge, none of the available studies directly concern the
importance of strategic information transfer within interlocking directorates in
Poland or other CEE countries.

This paper presents the results of research based on case studies of five different
companies listed on the Warsaw Stock Exchange (WSE). The main purpose
of the study is to ascertain how directors perceive the significance of their rela-
tionships within a board network as a source of valuable information useful in
making strategic decisions in a company, in the context of the Polish governance
model.

The contribution of these studies is fourfold. First, in an attempt to discover the
actual antecedents of board interlocks in Poland, it was possible to identify the
theoretical basis that can currently be used to justify interlocking directors in
countries with other legal systems than common law. The lack of universality
of some of the theories developed on the basis of research in western countries
was thus highlighted. Secondly, the research is of a qualitative nature, which
makes it possible to discover not only legal, but also cultural and behavioural
aspects of board network importance. In the vast majority of the literature,
interlocking research is of a quantitative nature, ignoring the unobvious nuances
of managerial and organisational motives. Thirdly, the study of relatively young
board networks can stimulate research into hidden determinants of informational
network functionality, including the stage of development, type of corporate
governance, and cultural and other factors. The question remains open about the
direction of development of board interlocks in Poland and other CEE countries
(Yeoh 2007; Hardi/Buti 2012; Ozsvald 2014); namely, whether informational
significance will outweigh possible losses in terms of the network's control
significance. And fourthly, the obtained results will allow future original board
network research to be targeted without directly replicating research obtained in
other parts of the world. It is necessary to strive to discover the specificity of
the region of CEE and initiate research that takes into account its cultural and
economic-political context.

This paper is structured as follows. The second section of the paper includes
conclusions drawn from a synthesis of literature studies on the informative
significance of interlocking directorates, both at the organisational and the indi-
vidual levels. It also highlights the importance of the network as a mechanism
for communicating and diffusing management practices and discusses potential
effects of board networks in this regard from the company’s viewpoint. The third
part of the article presents the characteristics of the corporate governance model
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in Poland that facilitate understanding the context and results of the research.
The subsequent part presents and discusses the research method. In the fifth part
of the paper the results of case studies are discussed, along with the presentation
of final conclusions, research implications, research limitations, and directions
for further research.

2. The informative significance of board interlocks

Although different interlock theories propose that interlocking directorates ful-
fil different function (for a review, see Caiazza/Simoni 2015; Lamb/Roundy/
Roundy 2016; Caiazza/Simoni 2019), most of them, “including some of the
control theories, are consistent with the idea that interlocks convey information”
(Haunschild/Beckman 1998: 817). At the organisational level, the resource de-
pendency theory primarily explains interlocking directorates as a way of obtain-
ing information for a company of strategic importance. From this perspective,
boards serve to connect the firm with external factors that generate uncertainty
and external dependencies (Hillman/Withers/Collins 2009). Interlocking direc-
torates absorb the sources of the environment’s uncertainty, in particular its
potentially detrimental impact on the process of strategic decision-making (Hill-
man/Cannella/Paetzold 2000). Primary benefits that result from environmental
linkages such as boards are as follows: (1) provision of specific resources, such
as expertise and advice from individuals with experience in a variety of strategic
areas; (2) channels for communicating information between external organisa-
tions and the firm; (3) aid in obtaining commitments or support from important
elements outside the firm; and (4) legitimacy (Pfeffer/Salancik 1978: 145, 161).
The first two benefits in particular directly point to the potential importance of
interlocking directorates as a source of strategic information to improve compa-
ny performance (Hillman/Dalziel 2003). Some studies, within the perspective of
resource dependence, point to the role of interlocking directorates as a tool for
the diffusion of strategies such as an acquisition strategy (Haunchild 1993), and
for seeking strategic information (Haunschild/Beckman 1998). These studies
were focused mainly on the American corporate network. The positive impact
of interlocking directorates on the performance of companies based on resource
dependency theory has been confirmed by many empirical studies, especially in
the USA (Boyd 1990; Mizruchi/Stearns 1988; Shrader/Hoffman/Stearns 1991;
Hillman/Zardkoohi/Bierman 1999; Martin/Goziibiiyiik/Becerra 2015), but also
in Canada (Richardson 1987).

Gaining strategic information for the company can be both an antecedent and
a consequence of board networks. Creating this type of inter-organisational rela-
tions can be a deliberate organisational strategy (Brennecke/Rank 2017). In this
case, it can be claimed as strategic interlocking directorates (Cerasi/Battaggion
2020). This approach is fully consistent with the resource dependency theory.
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Not all the theorists agree with this approach — especially the proponents of the
class hegemony theory (Domhoff 1967; Sonquist/Koenig 1975; Koenig/Gogel
1981; Useem 1984; Chu/Davis 2016; Heemskerk/Takes 2016; Sapinski/William
2018) and control management model (Palmer 1983; Mintz/Schwartz 1985;
Palmer et al. 1986) according to which network creation is based purely on the
private managerial motives. The lack of actual functionality of most corporate
relations has been indirectly confirmed by research showing that the majority of
board ties are not restored after a board member’s death or retirement (Palmer
1983; Ornstein 1984). Many studies also point to the private benefits for direc-
tors through membership of the interlocking directorate network, including:
higher CEO’s average remuneration in companies that are part of corporate
networks with other organisations (Hallock 1997), lower CEO turnover in firms
with greater numbers of corporate links (Fitch/White 2005), or diffusion of
managerial practices aimed at protecting managers' interests, such as “golden
parachutes” (Cochran/Wood/Jones 1985).

However, it seems that both individual and organisational links, thanks to board
ties, can together contribute to the flow of strategic information. Although both
inter-organisational and interclass approaches are based on a different logic,
they do not have to be regarded as mutually exclusive (Palmer 1983: 42). The
informational benefits for companies can be considered, even if the original
motives of interlocking directorates were private and individual. This can be
done through the process of diffusion of information between directors, includ-
ing strategic practices in their companies. An interesting line of research is
the combination of both levels, including formal and informal interactions in
the context of assessing the benefits for the associated directorate networks of
companies (Valeeva/Heemskerk/Takes 2020).

Regardless of whether interlocking directorates are considered at an organisa-
tional or individual level, the social network theory is an invaluable basis
for research on information diffusion. While much early research perceived
directorship interlocks primarily as a mechanism to maintain control and power
by organisation or directors (Mintz/Schwartz 1985; Mizruchi/Stearns 1988),
later research, especially since the 1990s, indicated the role of interlocking
directorates primarily as a communication mechanism. This is shown by find-
ings pointing to the diffusion of corporate practices and strategic initiatives
(Davis 1991; Haunschild 1993). These include various activities, such as the
implementation of organisational structures, strategies, systems, and processes
(Shropshire 2010). The diffusion of strategies among companies connected via
board networks based on social network theory has been found in many studies,
most often in the USA. Among the imitated practices, the following were identi-
fied: companies’ charitable contributions (Galaskiewicz/Wasserman 1989), poi-
son pills and golden parachutes (Davis/Greve 1997), debt financing (Mizruchi/
Stearns/Marquise 2000), strategy of expansion into China (Connelly/Johnson/Ti-
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hanyi/Ellstrand 2011), corporate venture capital investments (Noyes/Brush/Hat-
ten/Smith-Doerr 2014), disclosure policy (Cai/Dhaliwal/Kim/Pan 2014), and
new-market entry strategies (Diestre/Rajagopalan/Dutta 2015). This research
direction is most frequently related to the concept of corporate networks,
perceived as socially embedded (Granovetter 1985; Uzzi 1996) and social
networks. This approach is particularly fascinated by the pattern of corporate
network structure such as a small world (Robins/Alexander, 2004; Conyon/Mul-
doon 2006; Kogut 2012) or by centrality network positions (Rowley/Behrens/
Krackhardt 2000; Zaheer/Bell 2005; Noyes/Brush/Hatten/Smith-Doerr 2014;
Swiatowiec-Szczepanska/Zdziarski 2016).

The informational functionality of interlocking directorates is certainly influ-
enced by the institutional context, including the specificity of the national
corporate governance model. According to Caiazza et al. (2019), the main
limitation of the abundant literature on interlocking directorates is the lack of
knowledge about how differences at the level of countries — legal, historical, and
cultural institutions — can affect board interlocks. Nationality as a characteristic
of board networks determined primarily by the adopted and developed model
of corporate governance is increasingly emphasised in the literature (Aguilera
2008; Cardenas 2012; Caiazza 2019). This factor affects the methods of creating
networks and the expected and received benefits, at both the organisational and
individual level. The corporate network structure in each country is a product
of an adaptation process to social and political institutions (Windolf 2002). It is
assumed that the importance of directors’ networks differs significantly between
the systems of dispersed ownership of companies — typical of Anglo-Saxon
countries — and concentrated ownership, often related to family businesses and
characteristic of other countries in continental Europe and Asia (Aguilera/Jack-
son 2003; Clarke 2016). In the case of the former, directors’ networks are
created according to the motives put forward by the resource dependency theory
or the class hegemony theory. It can be assumed that the information effects
of these networks are the basic criterion for their effectiveness. In the second
case — in continental Europe and Asia — due to the greater importance of
capital ties, the dominant criterion and effect of the director network may be
to maintain control over other entities. A lack of unequivocal support for the
positive impact of interlocking directorates on company performance in different
countries, e.g. in Singapore (Phan/Lee/Lau 2003), the Netherlands (Non/Franses
2007), India (Sarkar/Sarkar 2009), Italy (Zona/Gomez-Mejia/Withers 2018) or
China (Carney/Barclay/Li 2020), may indicate the problem of generalising the
theory of resource dependence. Similar doubts arise in the case of testing the
embedding theory and examining the impact of companies' positions in the
interlocking directorate networks on their performance, e.g. in Italy (Drago/Mil-
lo/Ricciuti/Santella 2015). These remarks indicate the need to include more na-
tional corporate models into the empirical research on the network of directors’
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relations. Without this aspect, the results of research on board interlocks may
lead to false conclusions.

3. Characteristics of the Polish corporate governance model

A system of corporate governance is defined as a more or less country-specific
framework of legal, institutional, and cultural factors shaping the patterns of
influence that stakeholders (e.g. managers, employees, shareholders, creditors,
customers, suppliers, and the government) exert on managerial decision-making
(Weimer/Pape 1999: 152). The well-recognised link between corporate gover-
nance and nationality means that each country has developed a specific system,
even within one type of corporate governance model (Aguilera/Judge 2018;
Lobrij/Kaptein/Liickerath-Rovers 2020).

The Polish system of corporate governance, not including the pre-war period,
actually began to take shape only at the end of the 1980s, along with the
economic transformation. A typical feature of companies in Poland is a signifi-
cant concentration of ownership, in line with other countries in continental
Europe (Yeoh 2007). The majority of listed companies in Poland are owned
by controlling shareholders, so the main agency conflict is between majority
and minority shareholders rather than between management and shareholders
(Campbell/Jerzemowska/Najman 2009). Among many corporate governance
problems in Poland, the lack of adequate representation of the interests of
minority shareholders is considered to be the greatest (Aluchna/Kaminski 2017).

The development of corporate governance in Poland was strongly influenced
by the Warsaw Stock Exchange (WSE), which resumed its operations in 1991.
The WSE is currently the largest stock exchange in CEE. In 2020, the majority
of the 439 companies listed on the WSE’s main market were based in Poland
(89 %). Most of the companies had a financial institution in their sharehold-
ing (62.5 %) (mainly investment and pension funds and insurance companies)
(Swiatowiec-Szczepanska/Zdziarski 2016). It is noteworthy that a considerable
number of companies are managed directly by their owners: these include fam-
ily companies (20.9 %) and a broader category of companies where a board
member is a shareholder (32.7 %). A large proportion of these companies also
have a majority sharcholder, i.e. one holding more than 50 % of all shares.
Such companies account for approximately 40 % of the Warsaw Stock Exchange
Index (WIG Index) (Swiatowiec-Szczepanska/Zdziarski 2016). A characteristic
feature of the Polish corporate model is therefore a low degree of separation
between ownership and control.

The current corporate governance system in Poland belongs to the continental,
internal model. However, many researchers perceive it as hybrid, combining
elements of the German and Anglo-Saxon models (Windolf 2002; Yeoh 2007).
Following the German model, a two-tier board structure (management board and
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supervisory board) was adopted. Both bodies operate alongside each other, and
none of them can issue binding commands to the other. Their mutual impact is,
however, quite evident — e.g. it is usually the supervisory board that appoints and
dismisses the corporation’s management board and determines the remuneration
of its members. In addition, under the dualistic system the articles of association
of many corporations obligate the management board to obtain consent from
the supervisory board to perform some legal actions, e.g. to enter into specific
transactions. On the other hand, the supervisory board is strictly dependent upon
the management board in terms of the quantity and quality of information com-
municated about the corporation (Jezak 2014). Such a legal provision deepens
the dualistic character of Polish corporate governance and consequently may
reduce mutual trust and hinder cooperation between the management board and
the supervisory board of the company. In such regulations the importance and
benefits the companies get from supervisory board interlocks may be dependent
on internal organisational culture or unregulated corporate governance model
elements.

One of the aspects that significantly distinguish the Polish corporate governance
model from the German system is the lack of employee participation in manage-
ment and control in the company. In Poland, legal regulations do not provide for
a mandatory co-decision rule due to the size of the company. Although direct
employee participation in company management is possible, it is not a common
phenomenon (Szymanska/Wtodarczyk 2012)!.

The Anglo-Saxon elements of the Polish corporate governance model result
from the implementation of the Polish Code of Best Practice of WSE Listed
Companies, introduced in 2002 and updated several times (most recently in
2016), which is based on the OECD corporate governance principles (OECD
2015). The Code refers, inter alia, to the equal treatment of shareholders with
emphasis on the protection of minority shareholders and corporate transparency
(Aluchna 2009). However, the Code was adopted in the form of "soft law",
i.e. applicable to public companies on a "comply or explain" basis, and, as the
research shows, a number of companies have problems with applying some
of the recommendations (Campbell et al. 2009). The biggest problem seems
to be the implementation of the postulate to ensure the independence of some
members of the supervisory board (i.e. outside members independent of the ma-
jority shareholders). The lack of independent members of the supervisory board

1 The issue of employee participation in control and supervisory bodies has developed
legally only in relation to companies with state ownership. In this respect, the Polish model
of corporate governance also differs from other CEE countries (Czech Republic, Slovakia,
Hungary), where, depending on the size of employment, employee participation in supervi-
sory boards of both state-owned and private companies is guaranteed (Szymanska/Wtodar-
czyk 2012).
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decisively weakens the already weak representation of minority shareholders in
most companies listed on the WSE (Aluchna/Mahadeo/Kaminski 2020).

4. Research method

The aim of the study was to determine the significance of corporate networks
for managers as a channel of strategic information flow and diffusion of man-
agement practices, in the context of Polish corporate governance. The case-study
method was employed in the research. Due to the considerable flexibility of the
case-study method, it is very important that it is properly designed and handled
according to a specific pattern. Case studies require certain stages of proceed-
ings, which are well-described in the literature on the subject (Eisenhardt 1989).
The project refers to the Yin model (2014), which includes seven important
steps in the case-study research process, characterised by clearly identified
phases, related decisions, and recommendations for researchers. The process
of research progress in this research project is presented in Table 1.

Table 1. Process of qualitative research using the case study method in the research project

Case study phase Setting in the research project

= The subject of the research was to determine the potential impor-
Linking theory to tance managers attach to their relationships within a corporate net-
empirical data work as a source of strategic information that is important to the
company’s strategic decision-making process.

Selection of five WIG companies as the basis for case studies.

Selection criteria: sector, company background (ownership type), and
participation of the company in a large component of the corporate
network (i.e. largest set of connected companies on the Polish stock

) o exchange).
Selection and justi-
fication of empirical The companies represent the largest mega-sectors:

cases = financial (two companies from two sectors: banks and investment
activities)

= industrial production and construction and assembly (one company:
construction)

= trade and services (one company: hotels and restaurants)

= chemistry and raw materials (one company: the steel sector).

Scope of the research on the following aspects:

m  Therole of the supervisory board from the perspective of the compa-
ny’s management

= Sources of strategic information for the company

= Theimportance of inter-organisational links

= Theimportance of capital ties

Determination of
the scope of the sur-
veys

= Secondary data (company’s website, National Court Register
Selection of appro- database)

priate data sources | m  Primary data obtained through direct interview with a representa-
tive of the management board or supervisory board
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Case study phase Setting in the research project

= Quantitative analysis of the personnel relations of the surveyed com-
panies in the corporate network

= Questionnaire-based interview

= Recordings of conversations and transcripts of interviews

= Analysis of data according to the determined scope of research

Analysis and reduc-
tion of data

Verification of data | m Analysis of the consistency of formulations and statements
fidelity

= Summary of interviews according to specified points and summary
of information in the form of a table
= Final conclusions

Description and pre-
sentation

A necessary condition for selecting companies for research was their participa-
tion in the largest set of related companies in the corporate network of com-
panies listed on the Warsaw Stock Exchange (the so-called giant component).
The authors conducted such an analysis for the purposes of other quantitative
research (Swiatowiec/Zdziarki/Matys 2018). The analysis showed that out of
397 companies listed on the WSE's main market in 2017, 260 companies were
included in the large component. The adoption of this criterion was aimed at
selecting companies that are actually related to other companies in the corporate
network and have experience in maintaining this type of inter-organisational
relations.

Another important criterion for the selection of the surveyed companies was
the background of the companies, which influenced the current corporate gover-
nance. There were efforts to select both private companies from the beginning
(including family companies) and privatised companies, including those with a
leading foreign investor. Ultimately, the following types of companies listed on
the WSE were the subject of research: a company with a dominant individual
owner (INC), a family company being a former state-owned company (PGO), a
bank with a dominant foreign owner (Bank Millenium), a family company from
the beginning of its establishment (POZBUD T&R), and a former state-owned
company with a dominant foreign owner — now a subsidiary of an international
company (ORBIS). Such a range of diverse companies takes into account poten-
tially different patterns of corporate governance in Poland.

The choice of companies was also determined by the importance of the industry
they represented. The following industries have had the largest share in vol-
ume on the WSE: industrial manufacturing and construction (24.2 %), finance
(21.4 %), retail and service (13.4 %), and chemicals and raw materials (10.3 %)
(www.gpw.pl). The companies selected for the research represent all major
industries. Facts about the companies and the respondents are shown in Table 2.

IP 216.73.21712, am 28.04.2026, 05:08:10. © Urhebarechtlich geschlitzter nhal k.
Inhalts ir it, fiir oder ir

Erlaubnis ist j



http://www.gpw.pl
https://doi.org/10.5771%2F0949-6181-2021-4-589
http://www.gpw.pl

599

Board Interlocks as a Diffusion of Strategic Information

J103sanul udiaioy Ayl
-Jofew e yym Auedwod
e Ajjuaind —asud
-193UD 931e3S PIsijeAlld

lap|oy

-aleys Ayofew udiaioy
e ypm Ajpuaiind —
(3Sm 3y3 uo passy|
Jueq 3sily) yueq ajeAld

ssauisnq Ajiwey ayealld

ssauisng A|1
-wey — J13umo Ayiofew
Aj3ua1ind — Auedwod
paUMO-3}e3S PasieAlid

10359
-ut|enpialput — 1apjoy
-a1eys jueuiwop Ajjual
-1nd> — Auedwod a3ealid

9dA} Auedwo>

JueINe}sal pue s}
-0y /321AI3s pue [1e19Yy

syueq /|enueul

U0132NIISUOD
/uol3dnJsuod pue 3ul
-Inyejnuew |euisnpul

A8in|le3ow /sjeuatew
Mel pue s|eajwayd

JUSWISaAUL /|edueul

103235 /K13snpu|

o¥/9

q/L

o/L

8/¢

otL/v

(12211pui/pas
-1p) a3ei10323.1p Sui
-}r0p133u1 ySnouayy

sajuedwod pajsi|
-3SM 49y3o pue Au
-edwod 3y} usam}
-3q s)jul| 4o 13qWINN

oL/€

/v

s/t

s/t

/€

pieog

Kiosiniadns / pieog
jJawaseueyy :sio}
-3311q Jo JaquinN

L661/0261L

7661/6861L

8007/¥66L

1L0Z/096L

9007/5661

3SM 3y3 uo Bugsi| jo
1eak 3sa1y 9yL/ Jusw
-ysi|qe3sa Jo 1ea)

51910

winjuua|iw yueg

431 AN9zod

0Dd

JNI

aweu Auedwoy

sjuapuodsai ay} pue sajuedwiod ayj ynoqe syde4 ‘g 3|qeL

IP 216.73.21712, am 28.04.2026, 05:08:10. ©

fiir oder ir

Inhalts.



https://doi.org/10.5771%2F0949-6181-2021-4-589

Justyna Swiatowiec-Szczepanska, tukasz Matys

600

‘SaIeYS JO % § 15e3] 18 SuIp|oy siap|oyaieys Jo IS,

19¢
-WaW pJeog dAIINIaXT

Jaquiaw
pieog Alosiniadng

Jaquiaw
pieog Alosiniadng

199
-WaW pleog dAIINIaxX3]

pieog aAI}
-NJ3aX3 3y} 4O JUaPISald

juapuodsay

% 90°'L —SIdYI0

% 7L's — (puny uols
-uad) 'v'S 31d HTIPW
% 6L'9—

(puny

uoisuad) 'y's 31d uap
-ue|I3paN-3|eUOIIEN
% V6’6 —

(puny uoisuad) sapuey
-UeS BAIAY 340 BAINY

% 695 — V'S 1020V

% 1'9€ —SI9Y30
%709 —

(puny uoisuad) uspuey
-Ues eAINY 340 eAINY
% L8'L— (puny
uolsuad) 'y'S 31d uap
-UB|JI3PaN-3|eUOIIEN

% L'0S- V'S sandny
-10d |e12Jawo) odueg

% C0'LS —S419/Y10

% 80°L -(puny
uoisuad) 'v'S 31d
pue|od S101S9AU| BAIAY

% 9¢'L

— (puny Juswisanul)
VS Juswadeueyy Jusaw
-}S9AU| 033 J33uOld

% 988
— (103saAUL |ENPIAIP
-ul) yelazipuy zsnape|

%196
— (103saAUl |ENPIAIP
-ul) yelazipuy uewoy

% 80°9L- (puny

uoisuad) 'v's 31d uap
-ueIapaN-9jeuolleN

% LS'8L— 519430

% 8'9

—(puny uoisuad) uspuey
-Ues BAIAY 340 BAINY

% €9°L—(puny

uolsuad) 'y's 31d uap
-UB|JISPaN-3|eUOIIEN

% 19 — (w1 Kj1wey)
‘0'0zds || Aunb3 rgL

% 59 — 519430

% 66'S
— (103saAUI |ENPIAIP
-ul) yIsodJey uewoy

% 8L'8
— (40359AUI [ENPIA
-1puI) B2IMOIW 30ef
% £8°0C-

(10359AUI |ENPIAIP
-Ut) DISUIMI|S jomed

Loz ui)
ainpnuys diysisumo

51910

wnjuua|IW Jueg

¥131 ANIZ0d

0Dd

JNI

aweu Auedwon

IP 216.73.21712, am 28.04.2026, 05:08:10. ©

fiir oder ir

Inhalts.



https://doi.org/10.5771%2F0949-6181-2021-4-589

Board Interlocks as a Diffusion of Strategic Information 601

The primary data for analysis were obtained through in-depth interviews (IDI),
which were carried out with members of the companies’ management boards
or supervisory boards. Such differentiation was dictated by the desire to know
different points of view. Strategic information is primarily important for stra-
tegic decision-makers, i.e. management board members. On the other hand,
including members of supervisory boards in the research allows the situation to
be checked from the perspective of potential providers of strategic information.

Prior to the study, potential respondents were contacted by telephone to present
the aims and scope of the study. The purpose was to obtain their consent to
be interviewed and to allow them time to prepare and collect the necessary
information. The interviews were conducted in person in August 2017, recorded
with the respondents’ consent, and then transcribed. The analysis also took into
account secondary data obtained from the National Court Register’s database
and from companies’ websites.

5. Research results and discussion

The conducted individual direct interviews were mainly focused on determining
the roles performed by supervisory boards members, sources of strategic infor-
mation of the companies (with the intention of verifying whether or not the
supervisory board members are one of the sources), and the importance for
the companies of the inter-organisational links of management and supervisory
board members, as well as the importance of capital ties. A summary of the most
important information from the case studies is presented in Table 3.

The analysis of the results of the conducted individual direct interviews revealed
that, on the one hand, the case studies pointed to a limited significance of Polish
listed companies’ network embeddedness; on the other hand, they demonstrat-
ed the existence of two opposite types of corporate behaviour in corporate
networks:

1. aclosed type, inwardly directed and focused on supervisory board members’
controlling function performed with a view to protecting shareholder equity;
and

2. an open type, accepting external relationships, frequently distant from the
original industry, aimed at obtaining information that supports new initia-
tives.
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The first type of behaviour concerns the surveyed companies, which have Polish
main owners (INC, PGO, POZ T&R). In the case of these companies, the
significance of supervisory board members’ and management board members’
inter-corporate networks is small in terms of the strategic information obtained.
It seems that the social networks of particular shareholders in family business-
es and the internal networks of institutional investors are of much greater
value. The advisory function, if performed by the supervisory board at all, is
based mainly on its members’ expertise and experience rather than on their
inter-organisational networks. At the same time, maintaining supervisory board
members’ control over the company is crucial. The insignificance of interorgan-
isational networks may result from fears of possible information leaks and the
company’s loss of reputation because of association with such networks. These
concerns were additionally expressed by the respondents, although they had
had no personal experience in this respect. It is worth noting that there are no
independent members on the supervisory boards of these companies.

Another group of listed companies is made up of businesses whose majority
stake is in the hands of foreign strategic investors (Bank Millenium, Orbis).
The main feature of these entities is that the ownership is detached from direct
management. Such companies tend to belong to international capital groups.
An important function of their supervisory board members is to give advice
and provide information. What is noticeable is the openness of these companies
to external relationships and information. This is shown by the appreciation
extended to independent and professional supervisory board members who have
contacts and experience that are not necessarily related exclusively to the given
industry. Such behaviour shows that companies try to maintain “weak ties”
(Granovetter 1973) as bridges to other networks.

6. Conclusions and research implications

The paper further develops the nature of board networks in the specific eco-
nomic context of a post-transition, emerging European stock market, weak
external corporate governance mechanisms, insufficient investor protection, and
significant concentration of share ownership. Two theories, resource dependency
theory (Pfeffer/Salancik 1978) and the embeddedness perspective (Granovetter
1985), are particularly helpful in clarifying how network ties lead to the dif-
fusion of strategic information through interlocking boards. The findings of
this study may demonstrate a relatively limited importance of the surveyed
companies’ embeddedness (Gulati/Gargiulo 1999) within the corporate network
and the resulting flow of nonredundant information (Borgatti/Cross 2003). This
is especially true for Polish companies whose owners directly participate in
corporate management. On the one hand, these companies do not derive any
information benefit from supervisory board members’ possible inter-organisa-
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tional networks, but on the other hand, they do not have such expectations. It
seems that the most important role of supervisory board members is to perform
a controlling/monitoring function, which is closely related to the interest of the
company’s major shareholders. Advising and providing information of strategic
importance for the company is not regarded as the supervisory board’s natural
function. It is also worth noting that financial institutions in the shareholding
of this type of companies mainly act as passive investors. It can be assumed
that in many cases the election of supervisory board members, as non-executive
directors, is carried out in accordance with the management control model
(Palmer 1983), with managers often being directly linked to the company's main
shareholders. This means that the election of the supervisory board is in line
with the interests of the main shareholders, but not necessarily in line with
minority shareholders. Following the management control model, managers tend
to appoint managers from other companies as directors so that they are busy
and passive and do not deny those who appointed them to their role (Drago
et al. 2015). On the other hand, people who serve on numerous boards do not
tend to be very welcome on company boards in Poland. This view is in line
with the busyness hypothesis of Ferris et al. (2003), which states that multiple
directorships place an excessive burden on directors, which may lead to a nega-
tive impact on the company's performance. In addition, the inter-organisational
networks of those sitting on the boards of companies outside the capital group
are perceived as a risk factor (Brennecke/Rank 2017) concerning leakage of
confidential information and damage to the reputation of the company. The
generally low level of trust in business in Poland (Mlokosiewicz/Misiak-Kwit
2017) may indicate a desire to appoint a relatively passive board, submissive to
the management associated with the owners. It can be assumed that what may be
of significance in this type of company is relational embeddedness with strong
ties (Gulati/Gargiulo 1999; Coleman 1998), determined by capital ownership.
An important criterion for the selection of board members should be trust or
possible family ties. It seems that “weak ties” (Granovetter 1973) and positions
in “structural holes” (Burt 1992), responsible for access to new non-redundant
information (Rowley et al. 2000), do not have a real impact on the operations of
the Polish companies analysed herein. However, recently it has been confirmed
on the grounds of social network analysis that corporate financial policy (divi-
dend policy) can be spread across firms through the weak ties in the board
network in Poland (Siudak 2020). However, the dividend payment concerned
only the parent companies, not all shareholders. This research indicates that
it is still necessary to examine the dependence of the transfer of important
information on the company's position in the Polish corporate network.

The approach suggesting that interlocking directorates are perceived in terms
of the communication mechanism rather than the control mechanism seems not
to be widely used among Polish companies. It is the control mechanism that
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is dominant in Polish companies managed directly by their main owners. It is
also worth noting that the role of network embeddedness seems to depend not
on the number of the company’s direct or indirect external relationships within
the corporate network, but on the supervisory expected role of board members
within the company. It even seems that companies’ networks are not exploited
by their management boards. This is illustrated, for example, by INC S.A.,
which forms a large and dense relationship network; however, the company’s
management does not perceive it as a significant source of knowledge or impor-
tant information.

On the other hand, the surveyed companies with foreign majority shareholders
from Western European countries treat their supervisory boards and external
relations of their directors definitely as a strategic resource. They appreciate the
diversity of the board's composition and the external relations of the members.
They benefit from these ties, not only in the form of a control and monitoring
function, but also above all in an advisory capacity and through gaining access
to new information. Thus, the case studies may suggest the existence of moder-
ators of the company behaviour in corporate networks in Poland such as the lo-
cation of the main shareholder’s/strategic investor’s headquarters, or the degree
to which ownership is separated from direct management. The findings of the
study may also support the impact of the cultural context on the development of
managerial networks. All audited companies have a two-tier board of directors
and are subject to the same legal regulations. Being listed on the WSE also
obliges them to comply with the recommendations and principles of the Code of
Best Practice for WSE Listed Companies. Despite the same legal and regulatory
basis, the approach to the role of supervisory board members and their potential
interorganisational links may be diametrically different. This situation indicates
the existence of different corporate governance patterns within the Polish model.
What differentiates them is the share of a foreign dominant investor and a clear
separation of management and ownership. It is worth noting that in the case of
both companies with majority share of a foreign investor, the dominant owner
comes from a European country — from Portugal (Bank Millennium) and France
(Orbis S.A.). Corporate models for these countries fall within the continental
model, although they also have their national specificity. Undoubtedly, however,
both France and Portugal have much more mature corporate governance models
than Poland and other CEE countries (Sicilia/Sallan/Simo 2016). It can therefore
be presumed that the corporate culture is transplanted in the case of subsidiaries
located in Poland. Importantly, the concentration of ownership has not proven
to be a factor that differentiates these two approaches. This means that the
information function of the network can successfully accompany models with
strong ownership concentration.

The research can be considered in terms of its managerial implications. The
most important conclusions are that the concept of a board network may be
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interpreted too narrowly by some Polish managers, and that the significance of
a corporate network as a potential channel for the flow and control of valuable
information is underappreciated in Polish companies. The corporate network of
listed companies in Poland is dominated by the capital network and power of
main stockholders (Aluchna 2013). It imposes the board network’s controlling
function as a priority. Companies rarely perceive the composition of superviso-
ry boards as a resource in itself (Jezak 2014). Perhaps the potential benefits
and costs of ensuring an increased flow of information between the boards'
members, including non-redundant information of strategic importance, should
be re-evaluated. This also indicates the need for further evolution and reform of
the corporate governance model in Poland.

The considerations made in the article have contributed in many ways. First
of all, more light was shed on antecedents of board interlocks in Poland —
a CEE country. It pointed out the prevalence of control functions over the
information of the directors’ network in Polish companies. Thus, network theo-
ries assuming diffusion of strategic information in an interlocking directorate
may not be confirmed in the case of Poland and possibly also other CEE
countries. Secondly, the qualitative research has made it possible to discover
the dualism of corporate models depending on the share of foreign investors
coming from Western European countries with more mature (Le/Kroll/Waiters
2011) and more internationalised corporate models (with more features similar
to the Anglo-Saxon corporate models) than in CEE countries. This underlines
the importance of the company's organisational culture in creating a network of
directors (Arantes/Peixoto/Carvalho/Malaquias 2020; Lobrij et al. 2020). Third-
ly, this study indicates the need for future studies to carry out segmentation
of companies in the corporate network, depending on the specificity of the
corporate model, resulting from the foreign majority shareholder and the extent
of separation of ownership from management and control. This situation leads to
further research aimed at discovering changes in corporate models and networks
in CEE countries, mainly in terms of convergence or deepening of the dualism
of corporate models observed in these studies. And fourthly, the results of these
studies indicate that it is necessary for the studies of the corporate network
in countries with a two-tier board structure to take into account the role of
members of the supervisory board under existing national law. In the case of
Poland, the legal scope of liability limits the informational and advisory role of
the supervisory board. The problems and potential for change in the model in
terms of strategic use of supervisory boards were identified. This consequently
limits the informational functionality of inter-organisational board ties. This
study strongly confirms the importance of the national context in the analysis of
corporate network functionality (Caiazza 2019).

The research also has some limitations. The most important one is connected
with the disadvantages ascribed to case studies, i.e. a small number of examined
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entities and hence the problem of universalisation of research results (Vissak
2010). The analysis of case studies was based mainly on in-depth interviews
with individual informants, which also has obvious limitations. It is difficult
to assume that the opinions of individual representatives always coincide with
those of other members. Inviting members of the management board and mem-
bers of supervisory boards to the study was aimed at obtaining the opinions of
various board representatives.

The results obtained indicate quite clearly the potential directions of research
on corporate governance and networks of directors in Poland and other CEE
countries. Above all, we should seek to determine whether the limited informa-
tion function of boards is a result of cultural factors that permanently determine
the corporate culture of domestic companies or it is a manifestation of the im-
maturity of corporate governance, which has a chance for further development
in the future. An important direction of research may also be the comparison
of the Polish specificity of the corporate model with the models in other CEE
countries, not only because of the corporate governance structure, but also in
terms of the corporate culture that determines the openness of companies to the
information benefits of the board network.
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