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Abstrat Inreasingly, researhers, studying board of diretors' harater-

istis, are oming to understanding that onnetions and relationships that

diretors establish with internal and external stakeholders have a ertain

value for the ompany. Board's onnetions and relationships are onsidered

in terms of onept of soial apital of the board of diretors. This study is

foused on suh an element of board soial apital, as multiple diretorship

positions. Based on the existing studies in this �eld, researh hypothesis

were formulated and empirial study was onduted in order to set the re-

lationship between multiple diretorship positions and performane of the

ompanies.
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1. Introdution

The range of works devoted to the study of board of diretors is quite extensive.

The authors try to understand the role of the board of diretors in the ompany's

strategy, and, in partiular, on the relationship of the struture and omposition of

the board of diretors with �nanial performane.

The wide range of studies fous on the questions of board independeny, pro-

portion of exeutive and non-exeutive diretors, gender diversity of the board and

others. The answers to these questions are very important. However, this sort of

studies overlook the quality side of the issue onerning professionalism of the board

members, depth of their knowledge and expertise and the onnetions, they establish

with important for the ompany stakeholders.

This study fous on the analysis of the onnetions and relationships formed

by the board members and on the potential resoures that an be extrated from

these onnetions. All these ould be united into the onept of soial apital. This

artile aimed at studying the role of soial apital for a ompany and setting the

relationship between board of diretors' soial apital and ompanies' �nanial per-

formane.

2. Soial apital of Board of diretors

Soial apital ould be de�ned as the sum of atual and potential resoures available

and obtained from a network of relationships that an individual or soial group

obtains (Nahapiet and Ghoshal, 1998). Thus, soial apital inludes both a network

of relationships and assets that ould be mobilized through this network.
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The entral assumption underlying the theory of soial apital is that relation-

ship networks have a value for a ompany. Aording to (Hillman and Dalziel, 2003),

the soial apital of the board of diretors is de�ned as the aggregate of the on-

netions of the members of the board of diretors with other �rms and the external

environment. Based on the de�nition presented in (Kim and Cannela, 2008) and in

(Barroso-Castro et al., 2016), the soial apital of the board of diretors is onsid-

ered as an intangible asset that inludes both onnetions and potential resoures,

whih an be obtained from these links.

In (Barroso-Castro et al., 2016), the authors adhere to the approah aording

to whih the soial apital of the board of diretors is usually divided into two om-

ponents, namely, internal soial apital and external soial apital. In this regard,

the de�nition of soial apital will vary depending on where the emphasis is plaed

on the relations of board members with the outside world (external soial apital)

or interpersonal relationships between representatives within the board of diretors

(internal soial apital). The authors of this paper ask how the relationship between

the internal and external soial apital of the board of diretors a�ets the �nanial

performane of the ompany. They suggest that the ability of the board of diretors

to e�etively provide aess to the information neessary for making the right dei-

sions through ommuniations of board members depends on the degree of internal

ohesion of its members among themselves.

The appliation of this onept was initiated by (Adler and Kwon, 2002) and

(Kim and Cannela, 2008). The authors of (Kim and Cannela, 2008) distinguish be-

tween external soial apital or the �bridging� form of soial apital and internal

soial apital, in their terminology �bonding� form of soial apital. The �bridg-

ing� omponent is responsible for ommuniation with the outside world, while the

�bonding� omponent fouses on onnetions between people in a team (in parti-

ular, on the board of diretors).

A lot of the researhes on the soial apital of the board of diretors foused on

the study and analysis of external relations of the board of diretors, while muh

less attention was paid to the role of the internal soial apital of the board of

diretors.

Aording to the authors of the work (BarrosoCastro et al., 2016), the internal

soial apital of the board is very important for the e�etive funtioning of the

ompany, sine a friendly and ohesive board of diretors performs its funtions more

e�etively. The work also notes the importane of external soial apital of the board

of diretors. Board members are often nominated beause of their onnetions, sine

they ontribute to a more e�ient implementation of one of the main funtions of

the board of diretors related to providing aess to resoures.

Boards of diretors whose members have a large number of onnetions through

diretorship on the board of diretors of other ompanies, through holding man-

agerial positions in other ompanies, in other words, have a high level of external

soial apital, have faster aess to ritial resoures and more relevant information,

whih positively re�ets on the �nanial performane of the ompany (Carpenter

and Westphal, 2001; Tian et al., 2011). The authors (Kim and Cannela, 2008) argue

that, in the ase of turbulent environmental onditions, members of the board of

diretors should pursue the goal of reating as many external relations as possible

in order to make the environment more favorable and preditable.
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In (Barroso-Castro et al., 2016), the authors identify several positive points

brought into the ompany through the availability of external apital of the board

of diretors. The �rst advantage is to provide aess to the neessary information and

the ways in whih this information ould be obtained. For example, ompanies an

redue the level of unertainty assoiated with the implementation of a new strategy,

through the information they reeive from the board of diretors' onnetions with

ompanies that already have experiene in implementing this strategy.

Diretors an form onnetions in various ways, as there are several soures of

external soial apital, suh as onnetions of external diretors with ompanies

in whih they work full-time; relations of members of the board of diretors with

ompanies in whih they also sit on the board of diretors, the presene of informal

relations expressed in the form of personal relations of diretors, as well as ross-

diretor positions or interloking diretorates.

3. Multiple diretorship positions

The elements of soial apital of the board of diretors (BD), in general, inlude on-

netions with organizations, politial parties, government, a�liated persons; multi-

ple diretorship positions; management positions in ompanies; ross-diretor posi-

tions (interloking diretorates) and o-working experiene. This study fouses on

one of the elements of soial apital (SC) that is multiple diretorship positions.

Generally, multiple diretorship positions means the situation when board mem-

ber simultaneously held position on BD of at least one more ompany exept foal

ompany (Berezinets et al., 2016). The onept of multiple diretorship positions

or, in other words, diretors' �busyness� is rather ambiguous. Firstly, question arises

about how to determine whether a diretor is �busy� or not. Seondly, the opinions

on the role that multiple diretorship positions play in ensuring the performane

of a ompany are di�erent. Thirdly, it is neessary to determine whether there are

peuliarities in relationship between the multiple diretorship positions and perfor-

mane, depending on the ountry a�liation, ulture and mentality harateristis.

It is worth noting that in literature devoted to the question of BD SC there

is a terminology onfusion expressed in the ambiguous distintion between terms

�multiple diretorship positions� and �diretors' busyness�. Some researhers alled

the situation of simultaneous oupation of positions on BD of several ompanies by

board members as multiple diretorship positions. Other alled it busyness. More-

over, there are studies in whih these two terms are used as synonyms. This study

uses the approah, aording to whih multiple diretorship positions aquire neg-

ative onnotation and turn into a form of busyness when suh simultaneous board

position oupation negatively a�et performane. Further, we will bak to this

question.

There are di�erent approahes to determine a diretor as a busy. The work (Core

et al., 1999) expresses the opinion that a diretor ould be onsidered as busy if he

or she oupies three or more diretor positions on the boards of diretors of other

ompanies. This riterion for assigning diretors to the ategory of busy is quite

ommon in studies devoted to the study of this phenomena (Fih and Shivdasani,

2006; Ferris et al., 2003; Anderes et al., 2013; Lee and Lee, 2014). It is also worth

noting that the board of diretors is onsidered as busy if the majority of its non-

exeutive (external) diretors are busy. In some works, one an meet the riterion
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aording to whih at least 50% of external diretors should be busy (Fih and

Shivdasani, 2006; Anderes et al., 2013 and others).

The next question that arises when studying the multiple diretorship posi-

tions is related to the fat that the multiple diretorship positions of exeutive and

non-exeutive diretors ould be analyzed separately. The authors of most of the

works agree that it is neessary to onsider only a multiple diretorship positions

of non-exeutive diretors. Aording to (Fih and Shivdasani, 2006) non-exeutive

diretors are those who bring reputational apital to the ompany, so onsidering

the multiple diretorship positions of non-exeutive diretors is more aeptable for

the analysis. The authors (Lee and Lee, 2014) suggest that non-exeutive dire-

tors play a key role in the implementation of the monitoring and ontrol funtion;

therefore, in the study of multiple diretorship positions, it is neessary to onsider

only the positions of non-exeutive diretors. However, there is an opposite opinion.

The study (Liu and Paul, 2015) presents the point of view that exeutive diretors

play an important role, performing funtions as members of the Board of diretors,

and, what is important, are employees of the ompany. The authors argue that the

exeutive diretors, being the holders of human apital, expressed in the possession

of spei� knowledge about the ompany, whih they share with non-exeutive di-

retors in order to ensure the e�etive funtioning of the board of diretors, have

ertain impat on the performane of the ompany both through the quality of

their deisions and through the information they transmit to non-exeutive dire-

tors. Thus, the authors believe that any study of multiple diretorship positions

and its relationship to performane, exluding the role of exeutive diretors, will

be inomplete and irrelevant.

4. Relationship between multiple diretorship positions and

performane

A number of studies have found that there is an inverse relationship between the

multiple diretorships and performane of a ompany. At the same time, the results

of some studies indiate that a member of the board of diretors, simultaneously

oupying several positions on the board of diretors of other ompanies, better

implements the funtion of maintaining the ompany's reputation and onsulting

management. Aording to (Ferris et al., 2003), the appointment of a diretor om-

bining positions in di�erent boards is good news for shareholders, implying that the

experiene and reputation of suh diretors is bene�ial for the ompany.

From the point of view of the �reputation� hypothesis, the multiple diretorships

re�et the diretor's reputation and demonstrates his ompetene. The authors of

(Fama and Jensen, 1983) argue that the market serves as an important inentive

for external diretors, enouraging them to hold several posts as a member of the

board of diretors, thereby strengthening their reputation.

The logi of this hypothesis is as follows: if a diretor simultaneously oupies

positions on the boards of diretors of di�erent ompanies, he is a sought-after spe-

ialist, the diretor's relevane arises from the e�etiveness of the implementation of

the obligations imposed on him, in partiular, the monitoring and ontrol funtion,

thus inlusion in the board of diretors of a diretor holding multiple positions will

have a positive impat on the performane of the board of diretors, the quality of

its deisions and the ompany's value in the eyes of the market as a whole.
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There are a large number of works on�rming this assumption. For example, the

authors (Field et al., 2013) found that boards of diretors, whih representatives

holding multiple positions, are a ommon pratie among ompanies performing an

IPO, explaining this situation by the fat that suh diretors are good onsultants

and ontribute to inreasing the value of a ompany. In (Ferris et al., 2003), it

was proved that ompanies that for the �rst time appoint a diretor with multiple

positions to the board of diretors reeive high abnormal return. These studies show

that nomination of diretors with multiple diretorship positions is in the interests

of shareholders. However, this result is not indisputable, sine whether the busyness

of the board will positively assoiate with the ompany's performane depends on

a large number of features of both the ompany and its external environment. For

example, in (Lee, Lee, 2014) it is assumed that the bene�ts and osts of nomination

diretors holding multiple positions are due to the harateristis of the ompany.

It was found that a diret relationship between ompany value and board busyness

ould be found in ompanies that need onsulting and in ompanies with a high

need for external �naning. Moreover, the authors believe that these positive e�ets,

brought by the diretors with multiple positions, are more spread in developed

ountries, in whih there is a strong system of proteting the rights of shareholders.

The seond hypothesis by whih the role of the multiple diretorships in the

reation of ompany's value is explained is the �busyness� hypothesis. Adherents of

the �busyness� hypothesis tend to believe that a busy diretor who simultaneously

sits on the boards of diretors of several ompanies beomes overloaded with suh

extensive responsibilities in various boards and is not able to e�etively perform his

funtions, whih negatively a�ets the performane of the ompany.

Suh diretors start to evade their obligations, for example, they are less often

partiipate in important ompany's ommittees, suh as the audit ommittee and

the remuneration ommittee (Ferris et al., 2003). Firms with busy boards of dire-

tors, in whih the majority of external diretors oupy three or more posts as board

members in other ompanies, are assoiated with weak orporate governane. These

ompanies demonstrate lower market performane indiators, and low sensitivity of

the hange of CEO relative to the results of his work. It is worth noting that in

some ases, the departure of busy diretors generates a positive abnormal return

(Fih and Shivdasani, 2006).

The author of (Beasley, 1996) argues that the likelihood of manipulation of a-

ounting reports is positively assoiated with the busyness of the board of diretors.

In study (Core et al., 1999) it is suggested that busy diretors set exessively high

levels of remuneration for CEOs, whih is not always orrelated with the quality of

their work, whih in turn leads to poor performane.

5. Hypothesis statement

In a number of studies, it was found that there is a diret relationship between the

number of diretor positions on BD of other ompanies and Tobin's Q (Elyasiani

and Zhang, 2015; Cashman et al., 2012). This relationship an be explained from

the perspetive of the resoure dependene theory (Pfe�er and Salanhik, 1978),

aording to whih the role of the board of diretors is to provide aess to impor-

tant resoures for the ompany. Setting onnetions through holding positions on

several BD, board members at as ondutors of ritial resoures for the ompany.

The presene of diretors, oupying several positions on BD of other ompanies,
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allows gaining aess to the neessary resoures, as well as, to the information that

allows making e�etive deisions aimed at strengthening �nanial performane. In

(Elyasiani and Zhang, 2015) the authors suggest that the members of the BD holding

several positions arry out the funtion of monitoring and onsulting management

better, as through oupying positions on BD they aumulate useful knowledge,

experiene and information, whih has a positive impat on the implementation

of these funtions, whih in turn has a positive impat on the performane of the

ompany, measured by the Tobin's Q. Thus, based on the analysis of studies on the

relationship between multiple diretorship positions and Tobin's Q the following

hypothesis was formulated:

Hypothesis 1: There is a diret relationship between the number of diretor po-

sitions on BD of other ompanies oupied by a member of the BD at the urrent

moment in time and the Tobin's Q.

Further, the studies on the relationship between multiple diretorship positions

and operational performane, namely, return on assets, were analyzed. A number

of researhers ame to the onlusion that there is an inverse relationship between

the number of diretor positions on the BD of other ompanies held by members of

the board and operational performane (Liu et al., 2015; Fih and Shivdasani, 2006;

Core et al., 1999). This result is onsistent with the assumptions of the "busyness"

hypothesis. In (Liu et al., 2015) the inverse relationship between the return on

assets and the average number of diretor positions held by the BD member on

BD of other ompanies was established. The authors argue that the negative e�ets

arising from the ombination of positions of a board member in several ompanies

exeed the bene�ts of suh multiple diretorship. Based on the analysis of the works,

the following hypothesis was formulated:

Hypothesis 2: There is an inverse relationship between the number of diretor

positions on BD of other ompanies oupied by a member of the BD at the urrent

moment in time and return on assets.

This study o�ers an approah aording to whih multiple diretorship positions

ould be onsidered from two perspetive. First perspetive is to study the positions

on BD that diretors held at the urrent moment. Seond perspetive is to study

the positions on BD that diretors held in the past.

In this study, it is assumed that the onnetions that a member of the BD had in

the past, through membership on the BD of other ompanies, ould be bene�ial for

ompany at the urrent moment, as they provide aess to the neessary resoures,

in partiular, to information. This position is onsistent with the assumptions of the

resoure dependeny onept. Moreover, past multiple diretorship positions ould

be onsidered as an indiator of a diretors' experiene as board member, on the

one hand, and industry experiene, on the other. Based on this logi, the following

hypotheses were stated:

Hypothesis 3: There is a diret relationship between the number of diretor po-

sitions on BD of other ompanies oupied by a member of the BD over the past 5

years before urrent moment and return on assets.

Hypothesis 4: There is a diret relationship between the number of diretor po-

sitions on BD of other ompanies oupied by a member of the BD over the past 5

years before urrent moment and the Tobin's Q.
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6. Methodology and desriptive statistis

An analysis of the relationship between soial apital of board of diretors and

ompany's �nanial performane was onduted by using following model:

Performancei,t+1 = β0 + β1MULTIi,t + β2GOVi,t + β3FINi,t+1 + ui,t, (1)

i = 1, . . . , N ; t = 2010, . . . , 2014.

As dependent variables haraterizing ompany's performane

(Performanei,t+1), two indiators were used, re�eting both operational and mar-

ket performane. These indiators are return on assets and Tobin's Q, respetively.

The regression model (1) inludes several vetors of variables. The vetorGOVi,t

dimension of (k × 1) omprises variables re�eting BD's struture. The vetor FINi,t

dimension of (m × 1) omprises variables of baseline model that, aording to a large

number of studies, are determinants of ompany's �nanial position. The vetor

MULTIi,tdimension of (n × 1) inludes variables re�eting BD's soial apital. It

should be noted that BD's soial apital was analyzed in general for the ompany

and separately for di�erent ategories of diretors, and namely, exeutive, non-

exeutive and independent. Moreover, soial apital of diretors, who are members

of BD of subsidiary ompanies in relation to the foal one, was analyzed.

All variables inluded in the model have an it index that indiates that this

information is measured for eah ompany i at time t. β1, β2, β3 are vetors of

unknown parameters dimension (1 × n), (1 × k) and (1 × m), respetively.

The desription of variables used in analysis is presented in table 1.

The ompanies investigated in the study were Russian publi ompanies traded

on the RTS/MICEX and then, after merger, on MOEX between 2010 and 2014.

The sample is unbalaned. The number of ompanies inluded in the sample was

di�erent for eah year, as ompanies' stoks were traded at di�erent periods. As a

result, the number of observations for 5 years was 1206. It should be noted that

some ompanies were exluded from the sample, due to the lak of data neessary

for the study; �nanial ompanies also were not onsidered.

Figure 1 presents the industry distribution of the ompanies in the sample. The

largest share in the sample was made up of energy, metallurgial, engineering and

teleommuniations ompanies. The sample is dominated by ompanies belonging

to the energy industry. This distribution orresponds to the industry struture of the

Russian eonomy with a predominane of ompanies from the previously mentioned

setors. In 2010, energy ompanies aounted for 44% of the sample. However, over

time, this value dereased and amounted to 39% in 2014. Companies from the

engineering, teleommuniations and metallurgy setors aounted for 9%, 5% and

11%, respetively, in 2010. This ratio did not undergo signi�ant hanges in the

analyzed period. The group "other" inluded ompanies from the food, hemial,

pharmaeutial industries, trade, onstrution and others.

Table 2 presents desriptive statistis of the variables used in the model.

The average ROA of the ompany inluded in the sample was 4.4%. Table 3

shows time and industry dynami of ROA. A signi�ant redution in the level of

pro�tability in 2013-2014 an be explained by the onsequenes of santions and

the stagnation of Russian eonomy in general.

Figure 2 shows the distribution of the size of board of diretors aross the sample.
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Table 1. Desription of the variables

Variable Desription

1 2

Dependent variables

TOBIN's Qi,t+1 Tobin's Q is a market performane indiator, alulated

as market value of equity plus book value of debt divided

by total assets. A simpli�ed formula presented in [Chung,

Pruitt, 1994℄ was used.

Tobin Qi,t+1 =

MV Ei,t+1+DEBT i,t+1

TAi,t+1
,

Where MVEi,t+1 � market value of equity of Com-

pany i at the moment in time (t+1); DEBTi,t+1 � value

of long-term and short-term liabilities minus urrent

assets of Company i at the moment in time (t+1);

TAi,t+1 � balane value of total assets of Company i at

the moment in time (t+1).

ROAi,t+1 Return on Assets is an aounting performane indiator,

alulated as

ROAi,t+1 =

OIi,t+1

TAi,t+1
, (11)

where OIi,t+1 � operational pro�t of Company i at the

moment in time (t+1); TAi,t+1� average balane value of

total assets of Company i at the moment in time (t+1)

Independent variables

Ellements of the vetor MULTIi,t

MULTI_NOWi,t The average number of positions held by the members of

BD of the ompany i as BD members of other ompanies

at the moment in time t

MULTI_LASTi,t The average number of positions held by the members of

BD of the ompany i as BD members of other ompanies

for a period of previous 5 years at the moment in time t

EXEC_MULTI_NOWi,t The average number of positions held by the exeutive

members of BD of the ompany i as BD members of other

ompanies at the moment in time t

EXEC_MULTI_LASTi,t The average number of positions held by the exeutive

members of BD of the ompany i as BD members of other

ompanies for a period of previous 5 years before the mo-

ment in time t

NONEXEC_MULTI_NOWi,t The average number of positions held by the nonexeutive

members of BD of the ompany i as BD members of other

ompanies at the moment in time t

NONEXEC_MULTI_LASTi,tThe average number of positions held by the nonexeu-

tive members of BD of the ompany i as BD members of

other ompanies for a period of previous 5 years before

the moment in time t

INDEP_MULTI_NOWi,t The average number of positions held by the independent

members of BD of the ompany i as BD members of other

ompanies at the moment in time t
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INDEP_MULTI_LASTi,t The average number of positions held by the independent

members of BD of the ompany i as BD members of other

ompanies for a period of previous 5 years before the mo-

ment in time t

SUB_MULTI_NOWi,t The share of diretors held positions as BD members of

subsidiary ompanies in relation to the foal ompany I

at the moment in time t

SUB_ MULTI_LASTi,t The share of diretors held positions as BD members of

subsidiary ompanies in relation to the foal ompany I

for a period of previous 5 years before the moment in time

t

Ellements of the vetor FINi,t

SIZEi,t+1 Size of the ompany alulated as natural logarithm of the

ompany's revenue

LEVi,t+1 Leverage of the ompany alulated as debt to equity ratio

Ellements of the vetor GOVi,t

BDSIZEi,t Size of the board of diretors equals to the number of

diretors on the board over the year t

Fig. 1. Industry distribution of the ompanies.

The average size of the Board of ompanies in the sample was 8 diretors. The

minimum size was 5 people, the maximum � 15. This result is slightly lower than

the result obtained in a study onduted by Spener Stuart in 2014, onduted

on a sample of 41 largest apitalization ompanies from the list of "Expert400".

Aording to the Spener Stuart 2014 study, the average size of the Board was 10

people. Moreover, Spener Stuart study shows that the average size of the Board of

Diretors in Frane is 14, in Italy � 12.2, in the US � 10.8 and in the Netherlands

� 9.5.

Figure 3 presents the time and industry distribution of board size aross the

sample. It was found that energy ompanies are haraterized by the biggest size of
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Table 2. Desriptive statistis of the variables

Variable Mean Standard deviation Min Max

TOBINi,t+1 1,1705 1,2808 0 18,1764

ROAi,t+1 0,0441 0,1386 -0,7651 1,3042

BDSIZEi,t 8,4735 2,2757 5 15

MULTI_NOWi,t 1,9852 2,1904 0 14,7143

MULTI_LASTi,t 1,1277 1,8275 0 10,6364

EXEC_MULTI_NOWi,t 1,0832 2,4669 0 28

EXEC_MULTI_LASTi,t 0,7585 2,2067 0 23

NONEXEC_MULTI_NOWi,t 2,0730 2,2976 0 14,7143

NONEXEC_MULTI_LASTi,t 1,1431 1,9329 0 13,4286

INDEP_MULTI_NOWi,t 1,0910 2,3486 0 24

INDEP_MULTI_LASTi,t 0,5791 2,2256 0 36

SUB_ MULTI_NOWi,t 0,0805 0,1634 0 1

SUB_MULTI_LASTi,t 0,0467 0,1202 0 0,8889

Table 3. Dynami of return on assets (ROA)

2010 2011 2012 2013 2014

ROA, % 5,5 5,5 4,1 1,9 2,5

Energy Metallurgy Engineering Teleommuniations

ROA, % 2,9 2,1 1,4 9,4

Fig. 2. Diagram of board size distribution.

the BD in omparison with other industries. The average size of the BD of energy

ompanies was 9. The smallest size of BD relates to metallurgial ompanies.

The study of board of diretors would not be omplete without analysis of its

quality and professional harateristis of its members. Among these harateristis
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Fig. 3. Diagram of the dynami of hanging board size aross industries and time.

are level of eduation, industry-spei� eduation and other. As the analysis showed,

in 19% of ases, the members of the BD have an eduation orresponding to the

industry spei�s of the ompany. It is worth mentioning that the biggest share of

diretors with industry eduation relates to metallurgial ompanies. The average

share of diretors with spei� eduation in metallurgial ompanies is 32.8%. In

general, these people have reeived engineering eduation and graduated from suh

faulties as metallurgy of ferrous and nonferrous metals, pipe prodution, proessing

of metals and alloys by pressure and others. Moreover, the boards of diretors of

metallurgial ompanies have the largest share of diretors with an aademi degree

in omparison with ompanies from other industries. Most often, members of BD

of metallurgial ompanies have a degree of Candidate of Tehnial Sienes. The

reason to that ould be the omplexity of the prodution proess and the need for

spei� knowledge in this industry.

Considering the dynamis of suh indiators as the share of BD members with

relevant industry eduation, the share of BD members with an EMBA degree and

the share of BD members who have been awarded an aademi degree, I would like

to note the following results. First, we an observe a negative trend, expressed in a

gradual redution of the share of members of the BD with industry eduation. In the

period 2010-2014 the share of diretors with industry eduation dereased by 4%.

Seondly, the share of BD members with EMBA degree inreased during the same

period, whih is assoiated with the gradual penetration and growing popularity of

this eduational program in Russian business.

Let onsider in more detail the desriptive statistis of soial apital of BD. On

average, 46% of the members of BD of Russian ompanies from the sample are

members of BD of at least one ompany at the same time in addition to the foal

ompany. At the same time, it was found that the multiple diretorship is most

ommon pratie in teleommuniation ompanies, in whih an average of 72% of

the members of the BD are representatives of the BD of at least one other ompany.

In 20% of ompanies, members of the BD sit only in one ompany. Over time, the
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Fig. 4. Diagram of the dynami of hanging the share of board members having spei�

eduational harateristis aross industries.

Fig. 5. Diagram of the dynami of hanging the share of board members having spei�

eduational harateristis aross time.

share of diretors holding multiple positions has not hanged signi�antly and stood

at 45%, with the exeption of 2010.

On average, the members of the BD have two additional diretorship positions on

BD of other ompanies. This result is not signi�antly di�erent from the European

ountries. Aording to Spener Stuart 2015 study, in Belgium in 2015, the average

BD member held 1.9 additional positions, in Denmark � 2.0, in Frane � 2.1, in

Switzerland � 2.4.
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Fig. 6. Diagram of the dynami of hanging the share of diretors holding multiple dire-

torship positions aross industries and time.

The average number of positions held by the exeutive member of the BD was

1.1. For non-exeutive diretors the number of positions was higher. It was 2.07

additional positions. The assumption that the average number of positions on the

BD of other ompanies held by non-exeutive diretors is greater than non-exeutive

ones was tested and aepted. This result on�rms the opinion that non-exeutive

diretors are the ondutors of the resoures neessary for the ompany and, in

turn, are more inlined to form external relations through membership in the BD

of other ompanies (Kor and Sundaramurthy, 2008; Pombo and Gutierrez, 2011).

It was found in analysis that in Russian ompanies it is a ommon pratie

when a member of the BD simultaneously held a position on the BD of subsidiary

ompanies. On average, in 30% of ompanies members of the BD at the same time

sit on BD of subsidiaries. For example, in the investment ompany JSFC Sistema

in 2010, 70% of the BD members were at the same time members of the BD of its

subsidiaries, suh as Bashneft, Binnopharm, Sitroniks, MTS and others. Member of

the BD of AFK Sistema Alexey Gonharuk as of 2013 was a member of the BD of

4 subsidiary ompanies. Mikhail Shamolin in 2011 was a member of 11 boards, 9 of

whih were BD of subsidiaries of AFK Sistema. The analysis of desriptive statistis

shows that the pratie of holding positions on BD of subsidiaries is mostly presented

in the teleommuniations industry. The average share of BD members sitting on

the BD of subsidiaries was 16%.

7. Results of the Regression analysis

At the �rst stage, it was analyzed the relationship between the multiple diretor-

ship positions and ROA. The baseline model inluding determinants of �nanial

performane of the ompany was built. Then, di�erent modi�ations of indiators

haraterizing multiple diretorships were inluded in the model.

The results of the regression analysis using the ROA as a dependent variable

are presented in table 4.
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Fig. 7. Diagram of the dynami of hanging the average number of positions held by

di�erent ategories of BD members aross industries.

All models that used variables re�eting the multiple diretorship positions are

statistially signi�ant. The variables of baseline model are signi�ant at 1% signif-

iane level. In the model (2) and (4), in whih the multiple diretorship positions

were measured as the average number of positions held by the members of the BD,

the variable re�eting the multiple diretorship positions is signi�ant and the sign

is negative. Consequently, it an be onluded that there is an inverse relationship

between the average number of positions on the BD and ROA. With the inrease

of the average number of positions by 1, the return on assets is redued by 0.41%.

In olumn (7) a model, by whih the relationship between ROA and the multiple

diretorship positions held by exeutive and non-exeutive diretors was analyzed,

is presented. In a result, an inverse relationship was found between the average

number of positions in the BD of other ompanies held by a non-exeutive diretor

and ROA. An interesting result was obtained in the analysis of the relationship

between the multiple diretorship positions held by independent diretors and ROA.

It was found that there is an inverse relationship between the average number of

positions held by independent diretor at the moment and ROA. At the same time,

there was a diret relationship between the average number of positions that an

independent diretor held over the past 5 years and ROA.

The model (11) was used to analyze the relationship between ROA and the

multiple diretorship positions of BD members who are at the same members of

BD of subsidiaries. The variable haraterizing the share of diretors siting on BD
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Fig. 8. Diagram of the dynami of hanging the share of diretors held positions on BD

of subsidiaries aross industries and time.

of subsidiaries is statistially insigni�ant. This fat does not allow making any

onlusions about the diretion of the relationship between these variables.

Another part of the regression analysis is devoted to the study of the relation-

ship between market performane presented by Tobin's Q and multiple diretorship

positions.

The results of the regression analysis with Tobin's Q as dependent variable are

presented in table 5.

All models are statistially signi�ant. Control variables of the baseline model

are also signi�ant at 1% signi�ane level. The variable MULTI_NOWi, t, is sta-

tistially signi�ant, the sign is negative, whih allows to onlude that there is an

inverse relationship between the average number of positions on BD of other ompa-

nies and Tobin's Q. The variable MULTI_LASTi, t, re�eting multiple diretorship

positions held by diretors over past 5 years is signi�ant at 5% level. In ontrast to

the result of the analysis with ROA as dependent variable, it turned out that the

average number of diretor positions held by a member of the BD over the past 5

years is positively assoiated with Tobin's Q.
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On the next step, variables haraterizing the multiple diretorship positions of

exeutive and non-exeutive diretors were added to the model. The following results

were obtained. Firstly, the variables EXEC_MULTI_LASTi,t and

NONEXEC_MULTI_LASTi,t, are signi�ant. Thus, it ould be onluded that

there is diret relationship between multiple diretorship positions held by exeu-

tive and non-exeutive diretors over past 5 years and Tobin's Q. Seondly, the in-

verse relationship between the multiple diretorship positions held by non-exeutive

diretors at the urrent moment and the Tobin's Q was established.

In the study of the relationship between the multiple diretorship positions of

independent and Tobin's Q a statistially signi�ant relationship was established.

On the one hand, it was onluded that there is inverse relationship between the

average number of positions on the BD of other ompanies held by independent

diretors at the urrent moment and the Tobin's Q. On the other hand, diret

relationship was found between average number of positions on the BD of other

ompanies held by independent diretors over past 5 years and Tobin's Q. A similar

result was obtained in the ase of operational performane as a dependent variable.

Further, the results of the analysis of the relationship between multiple dire-

torship positons held by board members on the BD of subsidiary ompanies will be

disussed. The results of this analysis are presented in model (11). It ould be seen

that there is a diret relationship between the share of diretors sitting on BD of

subsidiaries over past 5 years and Tobin's Q.

8. Disussion

Based on the results, the following onlusions ould be drawn. First, there was

an inverse relationship between the multiple diretorship positons urrently held

by diretors and the performane of the ompany measured by ROA, in one ase,

and the Tobin's Q, in the other ase. Initially, it was assumed that there is a diret

relationship between the number of positions on BD of other ompanies held by a

member of BD and the Tobin's Q. However, this hypothesis was not on�rmed. The

inverse relationship between the multiple diretorship positons and �nanial perfor-

mane, both operational and market, ould be explained in terms of the "Busyness"

hypothesis. Members of the BD who hold positions on the BD of more than one

ompany do not have enough time to perform their duties in good faith and of high

quality. Overloaded with suh extensive responsibilities on various BD, diretors

beome unable to perform their funtions e�etively, whih negatively a�ets the

e�ieny of the BD in general, whih in turn negatively a�ets the �nanial per-

formane of the ompany. This result is onsistent with the result established in

(Ferris et al., 2003; Fih and Shivdasani, 2006; Core et al., 1999).

It should be noted that in this study, along with the multiple diretorship posi-

tons held by a member of the BD at the urrent moment, the multiple diretorship

positons that a member of the BD held in the past was also onsidered. This ap-

proah to the measurement of multiple diretorship positons showed that there is

a diret relationship between the average number of positions on the BD of other

ompanies held by members of the BD over the past 5 years and the Tobin's Q.

This result ould be explained in terms of the resoure dependeny theory. The

aumulated onnetions provide the ompany with aess to important resoures

and opportunities, whih allows the ompany to redue transation osts, as well as

dependene on external stakeholders. The existene of a diret relationship an also
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be explained from the perspetive of the "reputation" hypothesis. The market on-

siders the diretor, who has an experiene of being a board member, as experiened

and ompetent. The onnetions that a diretor has established in the past begin to

bring bene�ts not immediately, it should take some time. Moreover, while sitting on

the BD of ompanies, diretor aumulates ertain experiene, namely, the spei�

industry experiene and the experiene of working as board member. A member of

the BD, who previously held positions on the BD of other ompanies, brings to the

ompany valuable apital both soial, expressed in the presene of ertain onne-

tions, and human, assoiated with the aumulated experiene. In this regard, the

market expets that suh a diretor has a fruitful impat on the e�etiveness of the

BD, whih will have a positive impat on ompany's performane.

The study of the relationship between the multiple diretorship positons o-

upied by exeutive and non-exeutive diretors and the performane showed an

inverse relationship between the average number of positions on the BD of other

ompanies oupied by a non-exeutive diretor and the performane, operational

and market one. In studies (Fih and Shivdasani, 2006; Lee and Lee, 2014) a similar

result was obtained. The authors explain this result by the fat that external dire-

tors play a key role in the implementation of the monitoring and ontrol funtion.

The study also found that the presene of BD members who over past 5 years

oupied positions on the BD of subsidiaries has a positive impat on the Tobin's Q.

It an be assumed that the members of the BD, who simultaneously hold positions

both in the parent and in the subsidiary, have links with subsidiaries, whih al-

lows optimizing deision-making within the holding and ontributes to a synergisti

e�et, whih auses a positive market reation.

9. Conlusion

In the study were onsidered the questions onerning de�nition of the soial apital

of board of diretors, its role and struture. The study mainly foused on the analysis

of the element of board's soial apital that is multiple diretorship positions and

its relation to ompany's �nanial performane.

In the result of the study, the inverse relationship was established between the

multiple diretorship positions held by the members of the BD at the urrent mo-

ment and the return on assets. This result one again on�rms the assumptions

of the "busyness" hypothesis. We may assume that the osts assoiated with the

ine�ient exeution of funtions as a member of the board, arising from the di-

retor's overloaded work on the board of several ompanies, exeed the positive

e�ets assoiated with the reputation, experiene, and resoures brought by suh

member of the board into the ompany. A similar result was obtained in the study

of the relationship between the multiple diretorship positions and the Tobin's Q.

This result indiates that the market on average reats negatively on the pratie

of simultaneous holding of positions as board member of several ompanies.

Interesting result was obtained in the ase of analysis of the multiple positions

that diretor held in past. The diret relationship was found between past mul-

tiple diretorship positions and Tobin's Q. The possible explanation to the diret

diretion of the relationship is that a member of the board, who previously had

experiene of working as board member of other ompanies, on the one hand, has

the knowledge and onnetions aumulated during that period of time, whih are
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valuable for the ompany; on the other hand, this diretor is no longer burdened

with work on the BD of these ompanies.
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