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We introduce a new theoretical perspective for predicting effective monitoring, which
involves a two-stage logic. First, we focus on individual directors, arguing that effective
monitoring is highly likely when a given director possesses certain qualities. Based on
prior research not previously coalesced, we set forth this baseline proposition: a direc-
tor’s likelihood of being an effectivemonitor in any given domain (say, financial matters)
is greatly increasedwhen he or she has all four of the following qualities: independence,
expertise in that domain, bandwidth, and motivation. Second, we extend this quadri-
lateral model—or quadmodel—to make propositions at the board level. We argue that it
is not sufficient for these four qualities to be distributed among all directors on a given
board, since this makes it likely there will be no directors who can rise to the chal-
lenging task of monitoring. We propose that having just one quad-qualified director will
be more predictive of board efficacy than will be any customary board descriptors. And
we posit that if a board has two or more quad-qualified directors who can bolster and
amplify each other, the company’s likelihood of governance failures will be especially
reduced. We discuss theoretical and practical implications and lay out a research
agenda.

Why do boards fail so often? (Monks & Minow,
2011: 295).

Boards of directors are charged with protecting
the interests of their companies’ shareholders.
As such, their primary role is to monitor the
behaviors and efficacy of company executives on
behalf of dispersed owners, alert to the potential
for honest mistakes and misjudgments, as well
as outright misdeeds and ineptitude (e.g., Fama &
Jensen, 1983;Mizruchi, 1983). Business executives—in
the aggregate—may not be any more careless,
selfish, or dishonest than the rest of us, but they
are still humanly finite. Even if most chief execu-
tive officers (CEOs) are conscientious and scru-
pulous, they are susceptible to clouded judgment
and missteps. Boards therefore have their work
cut out for them. And, to the disappointment of
shareholders, they often seem to fail in their
monitoring responsibilities, as reflected in wide-
spread governance failures. Sometimes gover-
nance failures come in waves, as with epidemics

of greenmail payments in the 1980s, stock option
backdating in the late 1990s (which went un-
discovered for several years), and systemic ig-
norance of risk exposure in the mid-2000s. Many
incidents are more localized, as when boards
act as bystanders to financial fraud (Arthaud-
Day, Certo, Dalton, & Dalton, 2006; Harris &
Bromiley, 2007), unwise or overpriced acqui-
sitions (Hayward & Hambrick, 1997), outsized
CEO pay (Bebchuk & Fried, 2003), or other CEO
inadequacies (Westphal & Bednar, 2005), often
resulting in immense losses for shareholders
and other constituencies.
Recognizing the large stakes involved, re-

searchers have devoted considerable effort to
studying why boards fall short in their monitor-
ing responsibilities and what should be done
about it. Scholars in management, finance, ac-
counting, economics, and law, as well as a host
of governance consultants, have contributed to
this large body of work (e.g., see Dalton, Hitt,
Certo, & Dalton, 2007; Finkelstein, Hambrick, &
Cannella, 2009; Hermalin & Weisbach, 1998;
Monks & Minow, 2011), proposing a variety of
ways to improve the monitoring capabilities of
boards. Perhaps the most prominent tack has
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been to propose increases in the proportion of
independent directors, customarily defined as
those who are not current or former company
employees or otherwise linked to the company or
its managers (see Gordon, 2007). The logic is that
independent directors will be relatively dispas-
sionate about a CEO’s proposals and actions
and, therefore, more capable of vigilant moni-
toring (Fama & Jensen, 1983). Other prominent
proposals include structural adjustments, such
as reducing the size of boards, to enhance each
director’s sense of potency and accountability
(Dowell, Shackell, & Stuart, 2011; Langevoort,
2001); separating the chair and CEO positions (or
eliminating “CEO duality”; Green, 2004; Tuggle,
Sirmon, Reutzel, & Bierman, 2010) or, alterna-
tively, appointing an independent director as
“lead director” (Gordon, 2007; Lipton & Lorsch,
1992); and stipulating the existence and compo-
sition of various key board committees (e.g.,
audit, nominating, and compensation; DeFond,
Hann, & Hu, 2005; Klein, 2002; Ruigrok, Peck,
Tacheva, Greve, & Hu, 2006).

Even though these various prescriptions have
enough face validity to be adopted into recent
laws and regulations (for a review see Linck,
Netter, & Yang, 2009), a wealth of research indi-
cates that these proposed solutions are not so-
lutions at all. In general, they are not very
effective. For example, Dalton, Daily, Ellstrand,
and Johnson (1998) found, in their meta-analysis,
no relationship between firm performance and
either board independence or CEO duality.
Moreover, governance problems are still very
evident in the corporate landscape.

We introduce a new theoretical perspective for
predicting effective monitoring by boards and, in
turn, for predicting reduced incidence of gover-
nance failures. At the outset, it is important to
emphasize that monitoring is a process that
directors engage in, typically unobservable by
shareholders, while governance failures are
overt actions or outcomes that hurt shareholders
(or that, once evident, shareholders react to ex-
tremely negatively) and that observers can rea-
sonably claim were avoidable (e.g., financial
fraud, overpriced acquisitions). As we develop
below, effective monitoring will lessen the like-
lihood of governance failures, but the relation-
ship is not deterministic. Just as with, say, the
relationship between smoking and lung cancer,
some companies with ineffective monitoring
will be fortunate enough to elude governance

failures, and the very best monitoring is no
guarantee against bad outcomes. Effective mon-
itoring greatly reduces the odds of governance
failures but does not ensure their elimination.
What constitutes effective monitoring? As we

will discuss, the locus of monitoring is the in-
dividual director. His or her monitoring is “effec-
tive” to the extent that it approximates the
monitoring a significant and dispassionate share-
holder would engage in—if such a shareholder
were on the board. Accordingly, effective mon-
itors are vigilant on a wide array of fronts: they
do their homework; if they believe they need
more information, they ask for it; if they sense
a problem, they speak up; if not satisfied, they
speak up again—all while recognizing the po-
tential for social strain and added work, espe-
cially for themselves, that such behaviors can
bring.
Given that effective monitoring is clearly ar-

duous and personally risky, we suggest a fresh
consideration of fundamentals, asking, “What is
required for someone to do a task well?” From
numerous studies over decades, psychologists
and organizational behavior researchers have
verified that task performance depends on the
joint presence of ability and motivation. These
two qualities are not substitutes for each other,
nor does their simple sum predict task efficacy. It
is only when both ability and motivation are
present, above some threshold levels, that a per-
son is likely to do a job well.
When applied to corporate directors—who are

susceptible to mixed allegiances, have compet-
ing demands on their time and attention, and
serve multiple functions—the construct of ability
particularly becomes multifaceted. Indeed, gov-
ernance researchers have devoted attention to
four main attributes of directors that are thought
to be associated with effective monitoring and
that, in turn, can be mapped onto the ability 3
motivation framework: independence (ability to
be objective), expertise (ability to comprehend
the issues at hand), bandwidth (ability to devote
requisite time and attention), and motivation
(eagerness to exert one’s self on behalf of
shareholders).
Yet, as we describe later, governance re-

searchers have treated these four attributes in-
dependently of each other, in a ceteris paribus
manner. Our insight, following from the interaction
logic of theability3motivation framework—adapted
for the board monitoring context—is that these
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qualities need to be considered jointly, not sepa-
rately, for each director.

We develop our theory in two stages. First, we
focus on individual directors and argue that there
are multiple qualities a director must possess to
have a high likelihood of being an effective
monitor. Based on prior fragmentary research not
previously coalesced into an integrative whole,
we set forth this baseline theoretical proposition:
a director’s likelihood of being an effective mon-
itor in any given domain is greatly increased
when he or she has all four of the following
qualities: independence, expertise in that do-
main, bandwidth, and motivation. Put another
way, if a director is missing any of these quali-
ties, he or she is much less likely to be an effec-
tive corporate overseer. As the proposition states,
and as we will elaborate, a director’s expertise
must be assessed on a domain by domain basis
(e.g., a given director may have deep financial
expertise but little understanding of environmen-
tal compliance, or vice versa). This stipulation
stems from a two-part reality: (1) governance fail-
ures tend to occur in specific domains, such as
financial fraud, excessive CEO pay, or unsound
acquisitions, and (2) directors can only effectively
monitor those domains in which they possess
requisite expertise (Hillman & Dalziel, 2003). The
other three director attributes—independence,
bandwidth, and motivation—each can be thought
of as generally present or lacking in a given
director.

Second, we then extend this quadrilateral
model—or quad model—to make concrete prop-
ositions at the board level. As we will argue, it is
not sufficient for these four qualities to exist
somewhere among all directors, as if sprinkled
across a board in a distributed manner. This is
why, for example, the simple proportion of in-
dependent directors is not predictive of much of
anything. A given independent director might
easily be missing one of the other necessary
attributes; in fact, every independent director
might be missing one or more of the requisite
qualities. Thus, even though a board’s composi-
tional averages might appear satisfactory, there
might actually be no directors fully equipped and
inclined to engage in the challenging task of
monitoring. We propose that the presence of just
one director who has the four requisite qualities
(or a quad-qualified director) will be more pre-
dictive of board efficacy—in terms of avoiding
governance failures in a given domain—than

will be any customary board descriptors. And,
following from the evidence of the small-groups
literature (e.g., Laughlin & Adamopoulos, 1980;
Martin & Hewstone, 2012), if a board has two or
more such quad-qualified directors who can
bolster and amplify each other, the company’s
likelihood of governance failure in a given do-
main will be especially greatly reduced.
To clarify, then, our theory is bounded on two

fronts. First, we focus exclusively on the moni-
toring function of boards. While recognizing
that boards also fulfill a resource provision role
(Hillman & Dalziel, 2003), our model expressly
specifies the attributes needed for effective cor-
porate oversight. As we will show, the literature
on resource provision informs our theory in var-
ious ways, but our sole aim is to shed new light
on the determinants of effective monitoring—the
legally stipulated function of boards that, judg-
ing from ongoing governance failures, scholars
have yet to fully comprehend. Second, in our
theorizing, only outside directors—those not cur-
rent or former company employees—are eligible
to be assessed for their monitoring potential.
Even though company executives may serve use-
ful roles on boards (e.g., Baysinger & Hoskisson,
1990), it is essentially axiomatic that they are not
capable of scrutinizing themselves, their own
policies, or their boss dispassionately. Thus,
when we refer to effective monitors, or to “quad-
qualified” directors, we are referring to a subset
of outside directors.
We should emphasize that our quad model is

strictly a predictive theory, providing a new logic
for explaining the incidence of governance fail-
ures. We do not propose preferred operationali-
zations of the four elements of the model,
although we discuss some alternative indicators,
and in a later section we provide ideas about
research designs for testing the theory. Nor do we
give concrete guidance as to how companies
should identify or recruit quad-qualified direc-
tors, although here again we raise illustrative
suggestions. Foremost, the quad model provides
a new vantage point for comprehending the com-
bination of director attributes needed for effective
monitoring.

THE MONITORING FUNCTION OF
CORPORATE DIRECTORS

In order to understand the nature and impor-
tance of the monitoring function of corporate
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directors—our chief interest—it is useful to place
this role in context. We start by discussing the
role of board monitoring relative to other gover-
nance mechanisms. We then elaborate on the
board’s monitoring role relative to its other
functions. Next we highlight the inherent chal-
lenges of effective monitoring. Finally, we sum-
marize the fragmentary and inconclusive nature
of prior research on board monitoring.

Board Monitoring and Other
Governance Mechanisms

Board monitoring is not the only available de-
vice for encouraging CEOs to adhere to share-
holders’ interests (for reviews see Dalton et al.,
2007, and Rediker & Seth, 1995). Governance
theorists have discussed the importance of in-
centive compensation (e.g., Bebchuk & Fried,
2003; Hölmstrom, 1979), which can bring about its
own negative by-products (e.g., Harris & Bromiley,
2007; Sanders & Hambrick, 2007); monitoring by
blockholders and institutional investors (e.g.,
David, Kochhar, & Levitas, 1998; Shleifer & Vishny,
1997); vigilance from the press and watchdog
groups (e.g., Miller, 2006); and the threat of take-
over (e.g., Fama, 1980; Jensen, 1993). Among these
various tools for directing executive behavior,
however, board monitoring is alone in providing
real-time, front-row oversight. While various ex-
ternal actors are alert from a distance, will
sometimes raise the alarm when they detect
a problem, and might join in sanctioning man-
agers after the fact, only boards can directly in-
fluence the chances of such occurrences in the
first place (Mizruchi, 1983). In this vein, a recent
large-scale study by Misangyi and Acharya
(2014) rigorously shows that board monitoring is
an essential ingredient of corporate performance
and not simply a substitute for the other mecha-
nisms that make up the overall bundle of gover-
nance tools.

Consider further Miller’s (2006) intriguing study,
in which he reported that 29 percent of the major
corporate frauds he examined were first detected
by individual journalists. On the face of it, this
study applauds the role of the press as gover-
nance watchdog, but it also raises deeper ques-
tions: If journalists could spot these frauds using
public sources, why couldn’t the companies’
boards have detected them? For that matter, why
couldn’t the boards have spotted the frauds when
they were first being perpetrated? And what kind

of tone did these boards set that would prompt
their companies’ CEOs and other executives to
engage in such acts and think they could get
away with them?
Boards are the front line of defense for protect-

ing owners. And, given themanyways companies
and their executives can malfunction or other-
wise lose their way, board vigilance is crucial.
With effective board monitoring, there is a re-
duced chance that ill-equipped CEOs will be
hired or retained, a reduced chance that CEOs
will propose unsound or unsavory initiatives,
and a reduced chance that such proposals, if
floated, will be approved or go unnoticed.

Multiple Functions of Boards

Although monitoring is the legally stipulated
function of boards of public corporations, boards
serve additional roles as well. In a well-known
synthesis, Hillman andDalziel (2003) distilled board
functions into two major categories—monitoring
and resource provision—a typology we adhere to
here (for a review see also Withers, Hillman, &
Cannella, 2012).
Pfeffer (1972) was among the first of the orga-

nizational theorists to identify the resource pro-
vision role of boards, invoking the logic later
formalized as resource dependence theory
(Pfeffer & Salancik, 1978). Pfeffer’s argument was
that corporate directors serve as valuable links to
an organization’s environment, helping to open
doors, navigate external contingencies, and
provide insights from varied perspectives.
Scholars subsequently have documented an
array of board contributions that fall within the
resource provision category: providing the com-
pany’s executives advice and counsel, helping
executives stay alert to external issues and
trends, serving as communication conduits be-
tween the organization and its various constituen-
cies (including investors, regulatory authorities,
and the media), and facilitating external ties (e.g.,
Baysinger & Hoskisson, 1990; Carpenter, Pollock, &
Leary, 2003; Carpenter & Westphal, 2001; Haynes &
Hillman, 2010; Hillman, Cannella, & Paetzold, 2000;
Judge & Zeithaml, 1992; Kor & Misangyi, 2008;
McDonald,Westphal, & Graebner, 2008; Mizruchi &
Stearns, 1994; Westphal, 1999).
Within the resource provision category, one

particular role especially warrants note: the
board as reputational marker. It is well known
that a board’s cachet—its prestige within the
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overall business and social world—helps to sig-
nify the focal company’s own stature or reputa-
tion (e.g., Acharya & Pollock, 2013; Certo, 2003;
Higgins & Gulati, 2003). Companies therefore feel
pressure to appoint directors whose credentials
will befit—and ideally enhance—the companies’
own standing. Those firms that lack track records
are especially under pressure to appoint blue-
chip directors. For instance, private companies
preparing to go public (in IPOs) go to great
lengths to appoint prestigious directors—those
having lustrous employment, directorship, and
educational credentials—in the months leading
up to their public offerings (Chen, Hambrick, &
Pollock, 2008), and firms’ initial valuations are
then buoyed by every trace indicator of pres-
tige on their boards (Pollock, Chen, Jackson, &
Hambrick, 2010). In short, some directors are
valuable for their mere presence. By simply glis-
tening as “ornaments on the corporate Christmas
tree” (Mace, 1971: 90), boards and individual
directors might justifiably believe they are ful-
filling a significant purpose.

The fact that boards serve multiple functions is
relevant for our theorizing in two major ways.
First, even though monitoring and resource pro-
vision are conceptually distinct roles, they are
not antithetical and may often overlap and be
symbiotic. For instance, envision a director who
says, “This proposed acquisition price seems
awfully high. Let’s talk to [Advisor X], whose
judgment I’ve come to greatly value.” This di-
rector is putting the brakes on a proposed deal
while simultaneously engaging his own network
of connections for the potential benefit of the
company. Whenever a director raises a negative
note while also suggesting a fresh alternative, he
or she is simultaneously fulfilling both the mon-
itoring and resource provision roles. Thus, as this
example indicates, a given director might con-
tribute greatly in both roles. Certainly, there is
nothing about our quad model for monitoring
effectiveness, developed below, that is at odds
with effective resource provision.

Second, even though resource provision and
monitoring are not necessarily incompatible, in
some cases the former might squeeze out the
latter. Directors might be selected and recruited
primarily for their potential to contribute on the
resource provision front, with less attention to
their monitoring potential. Moreover, some direc-
tors may gravitate to the more congenial resource
provision role. As we discuss below, effective

monitoring is very difficult. By contributing gen-
erously on the less contentious and more upbeat
resource provision front, directors might un-
derstandably conclude they are amply serving
the company.

The Challenges of Effective Monitoring

From a behavioral standpoint, what does ef-
fective monitoring entail? Foremost, it requires
vigilance in many domains, including alertness
to a host of potential problems: financial mis-
representation, unsound or mispriced acquisitions,
overly (or underly) aggressive business strategies,
unwise risk exposure, regulatory noncompliance,
excessiveCEOcompensation or other forms ofCEO
self-dealing, and, of course, slipping CEO effec-
tiveness. Effective vigilance ranges from matters
that are expressly on a board’s radar screen to
those that are more latent or out of view; thus, it
entails alert reactions and proactive inquiry, as
well as a concern with managerial errors of com-
mission and omission. Such vigilance is greatly
complicated by the nonprogrammability of ex-
ecutive tasks (Eisenhardt, 1989), as well as by
the complex links between executive actions
and outcomes (Walsh & Seward, 1990). Moreover,
directors operate at an informational disad-
vantage (Brudney, 1982; Duchin, Matsusaka, &
Ozbas, 2010), since even well-meaning CEOs
may provide only highly distilled information,
both out of respect for their directors’ busy pro-
fessional and personal lives and because it is
a business norm (Adams & Ferreira, 2007).
As such, effective monitoring means that if

directors sense a problem, they ask about it; if not
satisfied, they ask about it again and ask fellow
directors what they think; if concern still con-
tinues, they explicitly ask for the board’s pointed
consideration of the issue; and then if the board
concludes that a problem exists, they take some
action. Research has shown, however, that this
may not always occur; many boards develop
norms of acquiescence (e.g., Langevoort, 2001;
Leblanc & Gillies, 2005), with directors often
succumbing to the belief that silence from others
means everything is all right (Westphal &
Bednar, 2005).
There is some evidence that directors can incur

social and professional costs from taking asser-
tive stands with their CEOs. For instance, in
a large-scale study Westphal and Khanna (2003)
found that directors who were associated with
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“anti-CEO initiatives” (e.g., separating the CEO
and chair roles or dismissing the CEO) at a given
firm tended to be ostracized by fellow directors at
the other boards on which they served; through
social distancing processes, their opinions and
advice were no longer solicited in board meet-
ings, and they were no longer invited to informal
meetings.

Even holding aside the potential for ostracism,
effective monitoring is personally taxing. To not
be seen as naive or a mere troublemaker, a di-
rector must be relatively sure about the validity
of any concern he or she might wish to raise,
typically requiring careful homework on his or
her part. Moreover, if the board ends up agreeing
with the director’s concern, he or she can generally
expect to be drawn into any follow-up analyses
or inquiries, amounting to additional committee
work, conference calls, and meetings.

In sum, we can see why directors might fall
short in fulfilling their monitoring responsibilities.
Effective monitoring is arduous work, as well as
personally risky for the individual director. It
requires a significant amount of time and atten-
tion (including attention to detail), healthy skep-
ticism, and a willingness to raise difficult issues.
It requires enough substantive expertise to know
what to look for and to allow cogent assessment
of available information. Beyond the basic—but
essential—need for objectivity, the effective
monitor must be motivated to surmount the gen-
eral norm of acquiescence. Yet many directors
are selected for their potential to contribute in
other ways, including providing advice and lus-
ter, rather than for their potential to be effective
monitors (e.g., Westphal & Stern, 2006). With
multiple roles, and so many sought-after attributes
for fulfilling those roles, it is perhaps understand-
able that neither theorists nor practitioners have
developed a comprehensive model of the ideal
monitor.

Summary of Prior Research

Individually, prior studies of board monitoring
have been sensibly motivated and competently
executed, but, taken as a whole, they have been
extremely fragmentary and inconclusive. The
first complication is that researchers have un-
derstandably examined outcomes across a wide
array of monitoring domains, including finan-
cial misconduct, CEO compensation, acquisition
premiums, poison pills, and greenmail, among

others, making any accumulation or compara-
bility very challenging.
Second, individual researchers have gravitated

to their own preferred ideas about monitoring-
enhancing conditions, including board inde-
pendence, separation of chair and CEO roles,
board tenure, board shareholdings, committee
structures and composition, number of other
board seats held by directors, and others (each
with varying operationalizations). To cope with
this immense array of governance attributes, in-
dividual researchers generally have examined
only small subsets in their respective analyses.
Among those researchers who have focused on
identifying ideal attributes of directors, a number
have pointedly considered the four elements our
quad model comprises: independence (Dalton
et al., 2007; Gordon, 2007); expertise (DeFond et al.,
2005; Tian, Haleblian, & Rajagopalan, 2011); band-
width, which is typically labeled as its inverse,
“busyness” (Cashman, Gillan, & Jun, 2012; Ferris,
Jagannathan, & Pritchard, 2003); and motivation
(Bhagat, Carey, & Elson, 1999; Hillman, Nicholson,
& Shropshire, 2008). But as is so common in gov-
ernance studies (highlighted by Misangyi &
Acharya, 2014, and Rediker & Seth, 1995), these
investigators generally have examined only selec-
tive subsets of such attributes, often with limited
or contradictory results.
Third, and most important, regardless of how

researchers have conceptualized the ideal in-
gredients for effective monitoring, they typically
have operationalized them as board averages or
totals. For example, a given studymight examine
the proportion of independent directors, the per-
centage of directors with financial expertise, or
the total shareholdings of all directors on the
board—each meant to be indicative, in a ceteris
paribus manner, of a board’s propensity to mon-
itor. But the use of such aggregate measures
ignores the distribution of these discrete attri-
butes among individual directors. Continuing with
the example, it is possible that—on a given
board—the only directors who have significant
equity holdings are the inside directors, while
the sole independent director with financial ex-
pertise has almost no equity holdings.
In short, prior theory and studies have identi-

fied the relevant pieces of the director monitoring
puzzle but have examined them piece by piece,
stopping short of assembling them into an in-
tegrative whole. Moreover, researchers have
sought to examine the monitoring potential of
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boards in the aggregate, with insufficient
awareness that individual directors are the
elemental components of a board’s monitoring
potential.

THE QUAD MODEL: SPECIFYING THE
IDEAL MONITOR

Given that effective monitoring is exception-
ally challenging, it is essential to ask, “Who
could do this task well?” To answer this question,
we integrate two distinct perspectives. First, we
rely on the classic theory from organizational
behavior that one’s task effectiveness depends
on the joint presence of ability andmotivation, or
E 5 f(A 3 M). Over the decades researchers have
verified that an individual must possess both
ability and motivation, above threshold levels, to
do a task well (e.g., Lawler, 1966; Maier, 1955;
Mitchell & Daniels, 2003; Reinholt, Pedersen, &
Foss, 2011). In other words, if either of these two
types of attributes is lacking or below some
minimum level, the other will generate little
effect. As an extension of this core premise,
researchers also have concluded that when
a task requires multiple abilities, an individual
must possess them all—again, at least at viable
levels—along with motivation, in order to be ef-
fective (summarized in Campion et al., 2011). For
instance, to be an effective MBA-level teacher,
one must have at least two abilities—subject matter
expertise and good communication skills—along
with the motivation to teach well. If any of these
three qualities is severely lacking, no amount of
the other two will yield a good result. Corre-
spondingly, if all three qualities are present
above threshold levels, greater amounts of any
will generate enhanced outcomes.

Second, we rely on the logic of agency theory,
as well as an abundance of governance research,
to specify the essential qualities of the effective
director-monitor. There was once a time when
companies’ boards consisted of elected sub-
groups of major owners. But today, at least in the
United States, directors are largely hired hands
or quasi-agents themselves—prominent individ-
uals who are selected because they are known
by the CEO, by other current directors, or by
a search firm. The vast majority of these indi-
viduals have primary responsibilities that lie
someplace other than the focal firm. Their
motives for being on the board may bear little
correspondence to their eagerness to monitor on

behalf of the firm’s owners; indeed, they are
susceptible to mixed allegiances and compet-
ing expectations as to what constitutes desir-
able boardroom behavior (Adams, Hermalin, &
Weisbach, 2010; Monks & Minow, 2011).
These uncertainties about directors’ qualities

have prompted governance experts to theorize
about the core attributes needed for an in-
dividual to be an effective monitor, gravitating to
certain fundamental attributes, above all others:
independence, expertise, bandwidth, and moti-
vation. For instance, in their comprehensive re-
view, Adams et al. (2010) devoted considerable
attention to exactly these director attributes,
but—as is customary—did so in a one-at-a-time
manner. In sum, even though governance schol-
ars have not considered the multiple, conjoint
qualities needed for effective monitoring, they
have identified the pieces for such a model.
From prior research, then, we can specify four

elements that, in combination, will greatly en-
hance the chances that a given director will be
an effective monitor, and that can be mapped
into the E 5 f(A 3 M) framework: independence
(ability to be objective), expertise (ability to
comprehend the issues at hand), bandwidth
(ability to devote requisite time and attention to
the focal company), and motivation (eagerness
to exert one’s self on behalf of shareholders).1

Again, following from the logic of the ability 3
motivation framework, all four of these attributes
are needed, above some threshold levels, for
a director to have a high likelihood of being an
effective monitor. If a director is missing any of
these qualities, the likelihood that he or she will
be an effective monitor is greatly diminished.

Proposition 1: A director’s likelihood of
being an effectivemonitor in any given
domain is greatly increased when he
or she has all four of the following
attributes: independence, expertise in
that domain, bandwidth, and motivation.

We now discuss these four attributes. We de-
fine each element, argue for why it is essential to
effective monitoring, and briefly invoke prior re-
search to describe the ways in which each attri-
bute might be present or absent in a given

1 The three “abilities” in our model are not all in the vein of
skills or knowledge, as is typical for E 5 f(A 3 M) studies.
However, they all reflect aspects of a director’s wherewithal,
or capacity, to be an effective monitor.
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director. Again, we do not aim to propose oper-
ationalizations; rather, we mean to convey that
these four important qualities are far from uni-
versal among corporate directors. Indeed, these
director attributes may be more noteworthy for
their overall absence than for their presence.

Independence: Ability to Be Objective

To be capable of dispassionate monitoring,
a director must be independent or objective
about the company’s managers and their poli-
cies. It is only with such objectivity that a director
will be able to genuinely question or dissent from
a CEO’s initiatives; objectivity is especially es-
sential for dealing with an underperforming
CEO. As noted earlier, the most obvious case of
a co-opted director is someone who is an execu-
tive in the firm—who hierarchically reports to the

CEO and is very concerned about staying in his
or her good graces. In fact, early research
equated the insider/outsider distinction with
(non)independence (Daily, Johnson, & Dalton,
1999). But directors might be CEO partisans for
other reasons, including family ties or business
dealings with the company (as, say, bankers,
lawyers, or consultants). As such, the currently
prevailing portrayal of an independent director
is someone who is totally “unaffiliated” (Dalton
et al., 2007).
Directors might be psychologically beholden to

their CEOs for additional reasons, which we
summarize in Figure 1. Most notably, because
directors who are selected by the CEO (or with his
or her significant involvement) may be sympa-
thetic to the CEO, some researchers have pro-
posed that only unaffiliated directors who predate
the CEO’s appointment can be considered truly

FIGURE 1
The Quad Model for Specifying the Ideal Monitor (Along with Possible Tests for the Presence,

or Absence, of the Four Elements)
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independent (e.g., Boeker, 1992; Daily & Dalton,
1995). In a related vein, others have emphasized
the importance of being selected by a nomi-
nating committee consisting only of unaffiliated
directors (Monks & Minow, 2011). Yet other schol-
ars have argued that directors who are them-
selves currently CEOs may feel a tacit rapport or
identification with a focal firm’s CEO; even with-
out any tangible ties, fellow members of the “CEO
fraternity” may be reluctant to create discomfort
for each other (Hillman et al., 2008;Westphal, Park,
McDonald, & Hayward, 2012).

There is little evidence that director
independence—in and of itself—accomplishes
very much. As noted above, meta-analyses con-
sistently have shown that proportions of un-
affiliated (or outside) directors are notmeaningfully
associated with performance outcomes. Even in
those studies where board independence is found
to matter, the effect is slight. For example, in a re-
cent study of the antecedents of corporate fraud,
Kim, Roden, and Cox (2013) found that the pro-
portion of unaffiliated directors in firms that com-
mitted fraud was 71 percent, while in matched
comparison firms it was 75 percent—a statistically
significant difference, but hardly reassuring for
predictive or policy purposes.

In our framework a director’s independence is
necessary but not sufficient to make him or her
an effective monitor. Independence confers the
ability to be objective, an important quality for an
effective overseer, but says nothing about the
director’s acumen, availability, and eagerness to
engage in the challenging task of monitoring on
behalf of shareholders.

Expertise: Ability to Comprehend the Issues
at Hand

Being an effectivemonitor requires expertise—in-
depth knowledge and understanding of the domain
being monitored. A director cannot begin to ask the
right questions or to interpret the answers in com-
plex matters unless he or she has the ability to
comprehend the issue at hand.

Governance researchers—especially thosewho
have examined the resource provision role—have
shown that boards vary greatly in their breadth
and depth of expertise, or “board capital” (Haynes
& Hillman, 2010), as do individual directors. For
instance, Tian and coauthors (2011) found that
board experiences relevant to CEO selection were
positively related to investors’ reactions to CEO

selection announcements. Similarly, research has
shown that firms with directors having financial
backgrounds engage in lower levels of acquisi-
tion activity (Jensen & Zajac, 2004), and directors’
acquisition experience improves firms’ acquisi-
tion performance (McDonald et al., 2008).
For the monitoring role, financial expertise has

been deemed especially important, since an in-
depth ability to assess financial matters is
thought to equip directors to be effective over-
seers in an array of domains. Indeed, many
company missteps and misdeeds—fraud, em-
bezzlement, and dubious transactions, to name
a few—might be prevented by careful scrutiny of
financial reports and procedures, which, of
course, requires sophisticated understanding
of such matters. Authorities have therefore in-
stituted requirements for the presence of finan-
cial expertise on boards (Linck et al., 2009), and
academic researchers similarly have taken up
an interest in the implications of such expertise
(DeFond et al., 2005; Krishnan & Visvanathan,
2008).
One can readily picture how other areas of

deep understanding could be valuable, if not
crucial, depending on the monitoring domain at
hand. In line with the study by Tian et al. (2011),
described above, making prudent decisions
about CEO dismissals would seem to require
considerable director experience in judging CEO
effectiveness. Similarly, sensible judgments
about proposed acquisitions, international ex-
pansion, executive compensation, and regula-
tory compliance would all seem to respectively
require their own threshold levels of mastery.
Such mastery—or deep understanding—could
come from formal education or certifications (e.g.,
CPA), extensive career experience in certain
functional areas or industries, or lessons learned
from prior board seats (Carpenter & Westphal,
2001; Hillman & Dalziel, 2003).
The exact range of relevant monitoring

domains cannot be specified in any general way.
Some domains, such as financial matters and
CEO assessment, might be thought of as uni-
versally and perennially important. The criti-
cality of other domains, such as assessing
acquisitions or environmental compliance, may
depend on the firm’s industry, strategy, and life
cycle stage. Some monitoring domains, however,
are very difficult to anticipate, arising to signifi-
cance only as a problem occurs (or is about
to occur). Following from our predictive logic,
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a director who happens to have expertise in this
unforeseen areamay be able to spot the potential
problem, or at least ask the right questions,
helping to avert a bad outcome.

It is important to reemphasize that expertise
differs from the other three elements of the quad
model, in that it must be assessed on a domain-
specific basis. For example, a director who is
a retired partner of a major public accounting
firm may have abundant financial expertise but
little understanding of how to assess the strate-
gic or cultural fit of a large potential acquisition.
Some directors may have great expertise in
a wide array of domains, but we caution against
portraying individuals in terms of their “overall”
expertise.

In sum, for a given domain, effective oversight
requires the ability to comprehend the issues
that may arise, and a specific director either does
or does not have sufficient expertise to grasp the
situation. If the director possesses such expertise
and is also independent, he or she has two of the
attributes of an effective monitor in that domain.
But two more are still needed.

Bandwidth: Ability to Devote Requisite Time
and Attention

Corporate directors are selected primarily be-
cause of their accomplishments, stature, and
connections. Thus, most directors are extremely
busy, with significant competing demands on
their time and attention (Khanna, Jones, & Boivie,
2014; Leblanc & Gillies, 2005; Lorsch & MacIver,
1989). For any given director, then, it is reason-
able to ask, “Is he or she too busy? Does he or she
have the bandwidth—which we define as the
ability to devote the requisite time, attention, and
energy—to be an effective monitor on behalf of
this company’s shareholders?” For instance, it
cannot be a good sign if a director is hard-
pressed to skim a binder for the first time on the
way to a board meeting. Nor is it ideal for a di-
rector to feel that he or she cannot afford to deal
with the time demands that would follow from
asking for additional information or raising
a contentious issue (quite apart from any con-
cerns about the social costs, as noted above).

Yet we know from ethnographic and anecdotal
accounts that such consequences of time con-
straints are common among corporate directors
(Leblanc & Gillies, 2005; Lorsch & MacIver, 1989).
Leblanc and Gillies conducted a series of

interviews that illustrate this point, typified by
these quotes: “Time is a problem. Being a director
demands so much time of a person” and “One of
the mistakes I made was not absorbing the detail
of a given study. I started too late—again, ‘time’
as I said” (2005: 76-77).
In recent years researchers have examined

director bandwidth by focusing on the number of
board seats held by individual directors. Ferris
et al. (2003) proposed the “busyness hypothesis,”
suggesting that directors serving on multiple
boards may become overcommitted, causing
them to spread their attention too thin; they pro-
posed that directors serving on three or more
boards should be classified as “busy.” Later
studies also have shown that busy directors may
be less effective monitors (Cashman et al., 2012;
Fich & Shivdasani, 2006).
As time consuming as other board seats might

be, it is odd that researchers have not considered
the competing burdens posed by outside direc-
tors’ primary occupational positions—their “day
jobs”—which must greatly determine their
available bandwidth. Consider individuals who
are fully employed in a demanding position
elsewhere, say as a corporate CEO or COO,
university president, or law firm partner. These
individuals might be conscientious, talented,
and valuable in the board’s resource provision or
reputational marker roles, but one might ask
whether they have the bandwidth to be effective
monitors. With packed work weeks, filled with
their own stresses and strains and information
overload, do active executives or professionals
have the ability to devote the time, attention, and
energy necessary for effective monitoring? A
possible answer is reflected in two recent trends,
documented by the search firm Spencer Stuart
(2013): (1) more andmore companies prohibit their
CEOs or other executives from sitting on other
firms’ boards, and (2) there has been a steady
decline in the percentage of all directors who are
active executives, along with a corresponding
increase in the percentage who are retired
executives.
In sum, a director is likely to be an effective

monitor only if he or she has sufficient band-
width. It is reasonable to ask whether individuals
who are fully employed in demanding positions
elsewhere, particularly in executive positions, or
those who are on several other boards have the
capacity to engage in the demanding task of
vigilant monitoring.
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Motivation: Eagerness to Exert Oneself on Behalf
of Shareholders

We have emphasized throughout that effective
monitoring is arduous and risky work. It requires
a director to undertake careful scrutiny and
analysis of available information; to sometimes
ask for additional information, which then
requires yet more time and effort and might raise
eyebrows; to voice any substantive concerns,
an act that fellow directors might see as non-
collegial, time consuming, even headache in-
ducing, and that the CEO is often likely to see as
an affront; and then to deal with the aftermath of
any query, including still more time expended
and potential social strain incurred. For the the-
orist interested in developing a complete model
of the effective monitor, it is essential to ask,
“Who would have the motivation to engage in
such behaviors?”

As a first step, it is important to distinguish
between one’s motives to be on a board and, once
there, one’s motivation to be a vigilant monitor. It
is widely believed that individuals’ reasons for
joining corporate boards center around prestige,
networking, and learning (Boivie, Graffin, &
Pollock, 2012; Lorsch & MacIver, 1989; Masulis &
Mobbs, 2014). Board seats serve as validation of
one’s place in the business elite, they provide
opportunities to become connected with fellow
elites, and they provide intellectual and pro-
fessional stimulation (e.g., about new industries,
technologies, marketplace trends, and manage-
ment and governance). If these are the main
reasons individuals take on boards seats, one
can reasonably ask whether they carry an ex-
pectation of hard work on behalf of shareholders,
along the lines described above. For many indi-
viduals, board seats are gratifying and stim-
ulating diversions, more avocations than
vocations, and certainly not places where ex-
treme exertion or strain is expected as part of
the bargain.

Of course, professional directors who derive
their livelihood from board seats are perhaps
inclined to see themselves in a job, entailing
such arduous work. Moreover, professional
directors may be especially inclined to identify
psychologically with their role as corporate
directors (Hillman et al., 2008), thus bringing
dedication to their monitoring efforts. However,
these professionals (currently amounting to
roughly one-quarter of all directors of major

firms; Conference Board, 2011; Spencer Stuart,
2013), also may have reasons not to engage in
assertive monitoring. Given that monitoring is
often seen—certainly by the CEO and often
by fellow directors—as antagonistic or counter-
normative (as described earlier), it can lead to
one’s dismissal from the focal board, as well as to
difficulty in obtaining new board invitations
(Gillespie & Zweig, 2010; Westphal & Stern, 2007).
In short, individuals’ reasons for joining boards
do not necessarily translate into motivation to
effectively monitor once there, and may even
work against any such drive.
One might expect that a general sense of pro-

fessionalism would motivate directors to be ef-
fective monitors (e.g., Fama, 1980). However, the
continuing incidence of monitoring failures sug-
gests that such a sense of professional duty is not
universal among directors, at least not in requi-
site magnitude. Our own interpretation is that
most directors bring a considerable sense of
professional duty to their board seats, but we
also suspect that this duty becomes diffused
across their multiple roles so that each director
implicitly gauges his or her own contributions in
aggregate terms, rather than in terms of fulfilling
the monitoring function per se. Picture a director,
for example, whomakes a point of being generous
in contributing to boardroom discussions about,
say, international trends, social media trends, or
whatever, and who also makes a point of helping
the CEO gain access to important external gate-
keepers. Such a director is contributing abun-
dantly on the resource provision front and, thus,
might easily believe that he or she is largely do-
ing what a good director does. At the extreme,
a celebrity director (e.g., a former cabinet official
or a Nobel Prize winner) might subconsciously
believe that his or her mere presence on the board
is a major contribution. In sum, we trust that most
directors bring a healthy dose of professionalism
to their board seats, but, at the same time, our
belief is that they keep an implicit ledger of all
their perceived contributions such that they might
readily believe they are fulfilling their commit-
ments in ways other than by monitoring.
It is reasonable to ask whether threats of law-

suits or personal stigmatization might prompt
vigilant monitoring. With respect to lawsuits,
directors can essentially count on not being held
personally liable. Firms indemnify their directors
with “bulletproof” insurance so that they face
almost no personal exposure, as summed up by
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Black, Cheffins, and Klausner: “Directors with
state-of-the-art insurance policies face little out-
of-pocket liability risk” (2006: 1056). And there is
only scant evidence that a director’s reputation
will suffer for poor monitoring. Although studies
have shown an association between company
financial misconduct and subsequent departures
of outside directors (e.g., Arthaud-Day et al., 2006;
Cowen & Marcel, 2011; Srinivasan, 2005), these
studies have not revealed whether such exits are
involuntary or voluntary (from exasperation or
fatigue). Nor is it known whether such occur-
rences affect subsequent board appointments
(Ertimur, Ferri, & Maber, 2012).

The concept of psychological identity, noted
briefly above, may be especially useful in un-
derstanding directors’ motivational pulls. In
a comprehensive treatment Hillman et al. (2008)
discussed alternative identities of corporate
directors. Some directors, the authors specified,
identify primarily with CEOs (as might those who
are currently CEOs themselves) and, thus, are not
ideally suited to be monitors. Some identify with
being directors (as might many professional
directors, discussed earlier). And some identify
with shareholders, which is ideal for effective
fulfillment of the monitoring role.

A director’s personal equity stake in the firm
will especially enhance his or her identification
with shareholders, as noted by Hillman et al.
(2008). In this vein, prior research has pointed to
directors’ ownership stakes in the companies
they oversee as a substantial incentive for care-
ful monitoring (e.g., Bhagat et al., 1999; Fama &
Jensen, 1983; for a meta-analysis see Dalton,
Daily, Certo, & Roengpitya, 2003). Recognizing
that many directors have only token holdings in
the companies they serve, business observers
and academics have argued that equity stakes
cause directors to be much more conscientious in
their duties, especially in monitoring (Elson, 1995;
Vogelstein, 1998). Moreover, studies have shown
that directors’ equity holdings are associated
with beneficial outcomes for shareholders, in-
cluding long-term company performance (Bhagat
& Tookes, 2012; Hambrick & Jackson, 2000), re-
sistance to paying “greenmail” (Kosnik, 1987),
dismissal of poorly performing CEOs (Hoskisson,
Johnson, & Moesel, 1994), effectiveness of non-
executive directors (Shen, 2005), and acquisition
outcomes (Kroll, Walters, & Wright, 2008).

It is important to emphasize that the motivating
impetus of equity ownership, as theorized and

operationalized by essentially all the research-
ers noted above, requires the director’s personal
purchase of shares—not shares received as part
of compensation. There is a qualitative differ-
ence between putting one’s own money on the
line and being given a holding (summarized in
Hambrick & Jackson, 2000). In fact, it can be ar-
gued that annual or periodic stock-based com-
pensation is yet one more incentive for a director,
above all, to retain his or her board seat and not
rock the boat (Fama & Jensen, 1983). As for the
size of the equity stake needed, researchers have
proposed that it needs to be enough to propel
a director’s careful attention but not so much as
to induce undesirable risk aversion, typically just
a few percent of a director’s personal net worth
(Elson, 1995; Hambrick & Jackson, 2000).
In exactly this vein, an increasing proportion of

public companies stipulate threshold ownership
levels for their directors, either by requiring
a multiple of their annual retainers or a specific
dollar value of stock to be owned in a certain time
frame (Conference Board, 2011). Regardless of
whether a director has been required to buy
shares or has done so voluntarily, a significant
financial stake in the company is a potent in-
ducement for effective monitoring.
In sum, in order to engage in the difficult task of

monitoring, a directormust be sufficientlymotivated
to exert himself or herself on behalf of shareholders.
As summarized in Figure 1, such motivation might
stem from intrinsic professionalism, or it might
stem from extrinsic factors, such as one’s own
shareholdings or fear of lawsuits or stigmatiza-
tion. Evidence suggests that requisite motivation
is not universally present in today’s corporate
directors.

Summary

Our quad model builds on and integrates the
fragmentary literature on the attributes needed
for directors to be effective monitors. Instead of
viewing these various qualities in a piecemeal,
ceteris paribus manner, as is typical in the gov-
ernance literature, we conceptualize the entirety
of the ideal director. In line with the classic E 5
f(A 3 M) framework, which emphasizes that task
effectiveness hinges on the interactive presence
of multiple qualities in a person, we have argued
that the four attributes of the quad model—in
combination—greatly enhance the likelihood
that a given director will be an effective monitor.
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Moreover, we envision that the four qualities
aremutually enhancing. For example, having the
requisite expertise in a given domain elevates
one’s degree of independence, since the expert is
able to seek out and objectively interpret appro-
priate information without relying totally on the
CEO to provide it. Bandwidth amplifies both in-
dependence and expertise, providing the time
and energy necessary to be able to pore over
data and become even more informed about the
firm’s issues and intricacies. Perhaps most im-
portant, though, bandwidth enables a knowl-
edgeable director to arrive at an affirmative
answer to questions like this: “If I raise this issue,
can I afford the time to deal with wherever it
might take us, in terms of more meetings, more
reports, added committee work, and so on?” And,
of course, motivation is a necessary ingredient
because it propels the director in applying the
other three attributes. Without requisite motiva-
tion, which again we believe is lacking in many
directors, the other qualities, even if abundantly
possessed, will lie dormant or be exercised only
half-heartedly. Having articulated the quad
model, or the four essentials of the effective
monitor, we are now in a position to make pre-
dictions about board effectiveness in preventing
governance failures.

PREDICTIONS OF EFFECTIVE
BOARD MONITORING

The ultimate merit of the quad model will
hinge on whether it yields superior predictions of
governance failures. Both academics and prac-
titioners will benefit if the model, when extended
to the level of the overall board, provides im-
proved insights about whether effective moni-
toring is likely to occur, as reflected by the
reduced likelihood of financial fraud, excessive
CEO compensation, unsound acquisitions, and
so on. In this section we describe the form and the
logic for such predictions.

Let us first consider whether the presence of
one director who has all four specified qualities
will be beneficial for reducing governance fail-
ures in a given domain. As we have argued, such
an individual not only will be able to engage in
the challenging tasks of vigilant monitoring, as
we have described them, but also will be willing
to do so.

Perhaps most important, these attributes equip
the director to surmount the prevailing social

pressures that inhibit effective monitoring, as
documented in prior research.With a combination
of three essential forms of ability (independence,
expertise, and bandwidth), along with motivation,
a quad-qualified director is not totally dependent
on the CEO for information or analysis (Monks &
Minow, 2011). Moreover, by possessing these qual-
ities, the director is not overly concerned about
a quid pro quo relationship with the CEO
(McDonald & Westphal, 2011; Westphal et al.,
2012) and is relatively unlikely to succumb to the
CEO’s ingratiatory efforts to gain acquiescence
(Westphal, 1998). If this director detects a prob-
lem, he or she is likely to voice a concern—when
others would not be able or willing to do so.
The quad-qualified director epitomizes the

type of individual who can exert minority in-
fluence. In fact, our argument here is directly
consistent with Grant and Patil’s description of
a “rich history of theory and research on minority
influence, which suggests that the actions of
single individuals can play a powerful role in
challenging and changing unit norms” (2012: 551;
see also Martin & Hewstone, 2012; Moscovici,
1980; Wood, Lundgren, Ouellette, Busceme, &
Blackstone, 1994). According to this extensive line
of research, when it comes to any complex issue,
group members typically hold alternative views.
For the most part, however, only the majority view
gets voiced; thosewho holdminority views tend to
keep their opinions or ideas private, primarily
out of concern for group consensus and time/
efficiency considerations. However, if a minority
view is voiced, especially in a way that seems
well reasoned and emphatic, it often sets off
a cascade of open debate. Others who privately
hold the minority view now jump in, and even
those who hold the majority view will revisit their
own thinking, especially if the initiating minority
member is “consistent, confident, and committed
in their judgments” (Martin & Hewstone, 2012: 92).
We anticipate that a quad-qualified director

will tend to speak with just such conviction
and authority, and—as important—will be
seen in that way. By virtue of his or her exper-
tise and motivation, as well as demonstrated
vigilance—being alert to red flags, engaging in
proactive inquiry, prompting discussions of con-
cerns when warranted, pursuing information
until satisfactory answers can be given—this
director will be able to exert minority influence,
as scholars have described it, prompting fellow
directors to reconsider their own views and
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possibly add their own expressions of concern. At
best, this modeling of monitoring behaviors, ac-
tive inquiry, and voicing of concerns by a lone
quad-qualified director may help to change the
board’s norms, from acquiescence to vigilance;
as researchers have noted, such “challengers
can exert minority influence on norms” (Grant &
Patil, 2012: 550).

At the least, this director should raise the in-
terest of other directors, even though they may
not have all four attributes themselves. As
Westphal and Bednar (2005) described in their
study of pluralistic ignorance on boards, one of
the main obstacles to board effectiveness is that
directors conclude that silence from their col-
leagues is “social proof” all is well. The voice of
the quad-qualified director breaks this silence,
prompting others to take serious note and perhaps
add their voices. The presence of such a director
can engender a healthy alertness and cognitive
tension within the board, deemed valuable to ef-
fective governance (Forbes & Milliken, 1999). We
especially envision that any fellow directors who
possess independence, bandwidth, and motiva-
tion (lacking only expertise in the domain at hand)
will readily rally with the quad-qualified director
(Forbes & Milliken, 1999).

Additionally, a quad-qualified director’s ongo-
ing presence and known penchant for vigilance
will help to dissuade the CEO from proposing or
engaging in dubious actions in the first place. If
the CEO knows that even a single director has the
requisite wherewithal and drive, the CEO will be
more careful and restrained (in a given domain)
than if there were no such alert and informed
overseer (Khurana & Pick, 2004). Thus, the pres-
ence of at least one quad-qualified director confers
a combination of ex ante prevention and ex post
detection and correction of managerial missteps.

Even though prior research has highlighted the
“dark side” of board dynamics (e.g., acquies-
cence, pluralistic ignorance; see Westphal &
Zajac, 2013), we have stated from the outset that
we envision that most directors are conscientious
and alert to their fiduciary responsibilities but
are personally limited—in various ways and in
various degrees, as described—in their capacity
to fulfill those duties. Moreover, we have already
stated that we assume that the great majority
of CEOs are conscientious and mean well, but
still humanly susceptible to miscalculations
and missteps. Of course, if a company’s CEO
is intrinsically malevolent, or if a board is

pervasively compromised, a single director, no
matter how qualified, may not be able to ac-
complish much. In most cases, however, a single
quad-qualified director can be a potent factor in
helping to avoid problems.

Proposition 2: The presence of one
director who has all four qualities
specified by the quad model (a quad-
qualified director) in a given monitor-
ing domain will reduce the likelihood
of governance failures in that domain,
as compared to having no such direc-
tors on the board.

While the presence of even one quad-qualified
director will improve a board’s monitoring ef-
fectiveness in a given domain, the presence of
two or more such directors will bring about far
greater benefits. As noted above, a minority’s
influence in group dynamics is in part dependent
on the perceived validity of the minority’s stance
(Moscovici, 1985). Even though a quad-qualified
director’s attributes, including expertise and in-
dependence, will help to establish his or her
credibility (as argued in the prior proposition),
there is still a chance that majority members will
discount this sole voice, concluding that the di-
rector is somehow amiss. But when the minority
consists of at least two individuals, the validity of
their view is much harder to dismiss out of hand,
and due discourse is much more likely to ensue
(Asch, 1951; Moscovici, Lage, & Naffrechoux, 1969).
This pattern is further corroborated by research

showing that when groups are engaged in fact-
based or “intellectual” tasks, they typically ac-
cept as correct a solution proposed by two
members (e.g., Laughlin, 1996). Moreover, having
at least two group members concur on a solution
has been found to lead to more effective group
decisions on intellectual tasks: “two correct
group members are generally necessary and
sufficient for a correct group response” (Laughlin
& Adamopoulos, 1980: 946).
Overall, then, prior research suggests that

a concern raised by two quad-qualified directors
will be seen by the other directors as being far
more credible than a concern raised by just one.
Two such directors will be able to reinforce each
other as they raise their voices, and their com-
bined voices will often stir other directors to
action, or at least to engage in careful scrutiny of
the issue at hand (Martin & Hewstone, 2012;
Wood et al., 1994). A concern raised by two
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quad-qualified directors will tend to turn the so-
cial proof phenomenon on its head: silence is no
longer evidence that everything is fine. Active
questioning by these two directors will create
a social context in which, at the very least, it
becomes difficult for the others to be inattentive
and uncritical with respect to the issue at hand,
making it hard for them to remain passively
agreeable with management. Moreover, if two
members of the board are actively engaging in
monitoring behaviors and raising their concerns,
the likelihood increases that the other directors
will be socially induced into engaging in more
open and active questioning of management
themselves (Grant & Patil, 2012). As such, the
presence of at least two quad-qualified directors
may be enough to trigger a shift in the board’s
overall norms toward putting more effort into
monitoring—norms that are critical to the board’s
effective functioning (Forbes & Milliken, 1999).

Proposition 3: The presence of two or
more directors who are quad-qualified
in a given monitoring domain will re-
duce the likelihood of governance
failures in that domain far more than
will the presence of one such director.

Our board-level propositions are portrayed
graphically in Figure 2. As shown, the presence
of one quad-qualified director reduces the

likelihood of a governance failure in a given do-
main, and the presence of two such directors
sharply reduces the chances of problems. We
show the effects of three or more quad-qualified
directors (again, in a given domain) as a dashed
line because we have no clear basis for addi-
tional formal propositions. On the one hand, it
can be argued that the benefits of having two
quad-qualified directors are so great that any
added improvement from having three (or more),
in terms of reduced chances of governance fail-
ures in a given domain, would be minor. Alter-
natively, it can be argued that each additional
quad-qualified director would generate some
improvement, in terms of reduced chances of
governance failures. On balance, we portray the
effects of three or more quad-qualified directors
as a slightly sloping dashed line. Perhaps most
important (but not conveyed by the graph),
increases in the number of quad-qualified direc-
tors mean that, at some point, they constitute the
prevailing viewpoint, which would almost cer-
tainly turn the tide toward a board norm of vigi-
lant monitoring (Forbes & Milliken, 1999; Wood
et al., 1994).
Finally, even though each director’s potential

for effective monitoring must be assessed on
a domain-by-domain basis, our model also has
clear implications for predicting the overall in-
cidence of governance failures in firms. It is

FIGURE 2
Expected Association Between the Number of Quad-Qualified Directors and the Likelihood

of Governance Failures
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entirely possible that a given director (by virtue
of far-ranging, sophisticated expertise) might be
quad qualified in multiple monitoring domains;
moreover, it is certainly possible that different
directors on a board will be quad qualified in
different domains. For instance, one director
might be quad qualified in financial matters,
while another might be quad qualified in matters
of regulatory compliance and large acquisitions.
These possibilities point to a corollary of our
baseline proposition: themoremonitoring domains
in which a board has quad-qualified directors, the
lower the overall incidence of governance failures.
Put another way, the more domains of monitoring
expertise possessed by those directors who also
have independence, bandwidth, and motivation,
the lower the overall likelihood of governance
failures.

RESEARCH AGENDA

Our theoretical model points to an array of re-
search possibilities, several of which we high-
light here. Most obviously, the quad model needs
to be empirically tested for its potential—relative
to customary approaches—to explain gover-
nance failures.

Testing the Model

To test the quad model, a researcher would
need to focus on a specific domain or form of
governance failure, such as financial fraud, ex-
cessive CEO compensation, or acquisition over-
payments, and generate a sample of firms that
vary on this outcome measure (possibly using
matched pairs, state-based sampling, or random
sampling; e.g., Harris & Bromiley, 2007; Kim et al.,
2013). Next the researcher would need to develop
operationalizations of the four elements of the
quad model, guided by prior research or new
insights (including from our Figure 1), and then
code for the presence versus absence of each
quality in each director (in the period leading up
to the observed outcome). For instance, a director
might be coded as being independent if he or she
was unaffiliated and selected by a nominating
committee consisting only of unaffiliated direc-
tors. (We discuss the additional opportunity to
experiment with alternative operationalizations
below.) A director coded as having all four
attributes would then be counted as quad quali-
fied. The researcher would generate counts of the

number of quad-qualified directors on each
company’s board. Then, including suitable con-
trol variables, the researcher would use regres-
sion analysis to observe the statistical effects
of having one or two (or more) quad-qualified
directors on the incidence of the governance
failure under study.
Finally, for the most rigorous test, the re-

searcher would place the theory in competitionwith
the customary perspective on board qualifications.
As discussed earlier, governance researchers gen-
erally rely on overall board averages for charac-
terizing the monitoring potential of boards. Such
indicators, however, ignore the reality suggested
by our quad model—that a given director needs
multiple qualities to be an effective monitor. In
turn, the customary approach tends to inflate the
appearance that a given board is suitable, while
obscuring the possibility that there might actually
be no fully capable and motivated directors on it.
This means that if a researcher were to develop

director-level indicators of each of our four con-
structs (independence, expertise in a given domain,
bandwidth, and motivation) and then calculate
board-level averages (or totals) of each of the four
metrics, the inclusion of all four variables in a re-
gression model would not be nearly as predictive
of governance failures in that domain as would be
a simple binary indicator of whether there was
one or more directors who possessed threshold
amounts of all four qualities. That is, the quad
model would be deemed superior if it explained
more variance in the outcome measure than did
the alternative model using the four conventional
board proportions.

Additional Research Avenues

The quad model opens up additional research
paths as well. First, there is great opportunity to
experiment with and refine the measurement of
the four director qualities the quad model com-
prises. For instance, are predictions of gover-
nance failures improved if directors who are
active executives at other firms are coded as
having, or as not having, requisite bandwidth?
The coding of directors who are currently CEOs
at other firms presents an especially interesting
avenue of inquiry: there is now evidence that
such directors are not objective in their evalua-
tion of other CEOs (e.g., see Westphal & Zajac,
2013), yet they tend to be equipped with a range
of expertise that could prove valuable for
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monitoring. Also, what are the best ways for
assessing whether a director holds a meaningful
equity stake in a company? More broadly, using
survey methods, researchers might examine the
factors that affect a director’s identification with
shareholders. Relatedly, should the four attri-
butes of our model receive different weights? Is it
possible, for instance, for a director with suffi-
cient motivation to be able to surmount shortages
of the other qualities? Might a director who only
lacks expertise in a domain be readily educated
and enlisted by a director who has such expertise?

Second, the quad model raises a host of in-
teresting questions regarding intraboard power
and group dynamics. Our earlier arguments,
derived from the minority influence literature,
suggest that quad-qualified directors will tend
to have considerable informal influence within
a board. But what happens if there are one or two
quad-qualified directors and the CEO is also
extremely powerful? Or what if there is a quad-
qualified director on the board but the board
chair (or lead director) is less well equipped? And
how might the presence of multiple inside
directors (beyond the CEO) affect the potential
effectiveness of a quad-qualified outside direc-
tor? Although it is now rare for multiple insiders
to be on a board, they might help a quad-
qualified director by contributing in-depth firm
knowledge (Baysinger & Hoskisson, 1990), or they
might hinder the monitoring efforts of a quad-
qualified director by obscuring key facts. The
pursuit of these types of questions would require
field data from either interviews or surveys.

Third, there is a great need to knowmore about
the ideal boardroom style, or persona, for a quad-
qualified director. While such a director needs to
be persistent to be influential (e.g., see Wood
et al., 1994), we surmise that an aggressively
confrontational “pit bull” approach generally
will not be effective. Instead, the savviest quad-
qualified director might rely on a mixture of
seriousness and good-naturedness, pointing at
others while being self-effacing, and above all
knowing how to build coalitions and engage in
informal discussions. An improved understanding
of the social dynamics of effective monitoring is
a high priority.

Fourth, the quad model, which speaks to ideal
board composition, could be combined with
considerations of board structure to yield im-
proved predictions of governance. For instance,
are the drawbacks of duality (where the CEO is

also chairperson) especially heightened when
there are no quad-qualified directors on the
board? In instances of duality, is it ideal (or even
essential) for the lead director to be quad quali-
fied? And what are the implications of our theory
for committee composition? Is it ideal to have at
least one quad-qualified director on each major
committee (audit, nominating, compensation) with
the specific expertise called for by each commit-
tee’s domain?
Fifth, our theory raises issues regarding the

overall supply and demand of fully suitable
directors. Following from the requirements of
SOX legislation for greater expertise and time
commitments from directors, companies already
have substantially increased director compen-
sation (Linck et al., 2009). The quad model implies
that there needs to be even more stringent selec-
tion criteria, which will tend to push director pay
yet higher. As we have emphasized throughout,
the economic value of improved monitoring may
warrant substantially increased outlays. Alterna-
tively, perhaps board nominating committees need
to consider new sources for directors, as we dis-
cuss below.
Sixth, the model should be tested for its po-

tential to explain other governance outcomes
that are not strictly products of “monitoring,”
possibly including board effectiveness in new
CEO selection or advances in corporate social
responsibility. The relevance of the quad model
might extend well beyond the domain of failure
prevention; indeed, a host of corporate outcomes,
including overall company performance, might
be explained by the logic we have set forth.
Finally, the underlying logic of the ability 3

motivation framework, which we have applied in
developing the quadmodel, might prompt a search
for additional attributes of the ideal monitor. Prior
governance research points squarely to the four
elements that make up our model, but it is possible
that additional director qualities—perhaps espe-
cially values or personality traits—might ulti-
mately be woven into an expanded model of the
effective monitor.

PRACTICAL MATTERS

Although the quad model is strictly a pre-
dictive theory, we recognize the need to comment
on its practical implications. The stakes involved
are large, since the insights from the model

2015 339Hambrick, Misangyi, and Park



might help to greatly reduce the incidence of
highly costly governance failures.

There is no question that the quad model
specifies a rare individual as corporate monitor,
but still a caliber of overseer whom, we believe,
shareholders want watching out for their inter-
ests. As such, it is reasonable to consider the
policies and practices that might increase the
presence of such directors on corporate boards.
In this section we present a few such sugges-
tions. Some of these initiatives are already being
pursued by an increasing number of corpo-
rations. Following from the logic of the quad
model, however, none of these practices is a cure-
all. For the benefit of shareholders, companies
will need to institute an array of programs and
priorities for increasing the number of quad-
qualified directors on their boards.

Foremost, our model calls for outside directors
who are selected by nominating committees
consisting only of independent directors (and
with minimal involvement of the CEO). These
committees might especially target recently re-
tired executives. Even though these individuals
may feel some rapport with the focal CEO, it
probably will not be as great as that felt by sitting
CEOs; moreover, retired executives tend to have
multiple domains of relevant expertise, as well
as considerable bandwidth. Professional direc-
tors also should be sought, since they, too, tend to
have bandwidth (subject to their other board
seats) and may be highly motivated by their
professional identity (Hillman et al., 2008).

Selection committees should look in new
places as well. For example, we are perplexed that
board rosters rarely include retired partners of
public accounting firms, who might be ideal as
quad-qualified directors (at least when it comes
to financial matters). Moreover, selection com-
mittees need to be more open to considering
overlooked demographic pools. For instance,
women hold a far higher proportion of senior
professional posts (especially in accounting and
auditing) and executive positions than they do
board seats (Toegel, 2011).

Companies might encourage or even require
directors to undergo periodic training—to update
them both on state-of-the-art board practices and
on emerging business issues (e.g., data security,
sustainability). Such programs are available from
the National Association of Corporate Directors
(NACD) and from elite universities (e.g., Columbia,
Northwestern, Stanford).

Companies might also require directors to
purchase certain threshold amounts of stock. A
more palatable approach, proposed by Hambrick
and Jackson (2000), would be to offer matching
funds for directors’ personal purchases of com-
pany shares.
In addition, companies might institute term

limits for their directors. Over time, directors can
become psychologically committed to the firm’s
policies (Golden-Biddle & Rao, 1997), or develop
friendship ties and become beholden to the firm’s
CEO (Bhagat & Black, 1999; Sutton, 2004), thus
losing their objectivity. Term limits would help
alleviate this.
Finally, boards should conduct annual audits

to identify the specific domains in which moni-
toring expertise is needed and the degree to
which current directors possess such expertise
(cf. Mule & Elson, 2014). Relevant domains might
include those that are perennially important
(such as financial matters), as well as those that
are newly important because of the firm’s spe-
cific situation (e.g., acquisitions) or macro trends
(data security).

SUMMARY

Over the last two decades there have been
numerous initiatives to improve the governance
of public corporations in the United States, but
board failures still abound. Our theory recog-
nizes that there are multiple obstacles to effec-
tive monitoring, which, in turn, necessitates
multiple qualities—all in a given director—for
surmounting those hurdles. Specifically, to be an
effective monitor, a director must have all four of
the following qualities: independence, domain-
specific expertise, bandwidth, and motivation.
For academics who are interested in improving
their predictions of governance failures, as well
as for shareholders who wish to assess the
monitoring potential of a given board, the ques-
tion becomes, “How many quad-qualified direc-
tors are on the board?”
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