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Summary

Prior cross-country governance studies mainly built on agency theory’s governance model. Recently, the use of this theoretical perspective has been criticized from both institutional theory as well as the behavioural perspective. Institutional theory would predict that a significant part of the variation in board behaviour could be attributed to the institutional context of a country. In contrast, the behavioural perspective follows the reasoning that board behaviour is expected to be determined by firm-specific challenges and needs rather than the broader institutional context and hence, predicts that the institutional context of a country does not explain variation in actual board behaviour.  The aim of this study is to examine the empirical validity of these opposing predictions about board behaviour. Using a database of SMEs of three countries with a different governance system (Belgium, the Netherlands and Norway), our statistical analyses mainly support the predictions of the behavioural perspective.       
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Structures and Behaviour: a Cross-Country Comparison of Boards of Directors in SMEs.
1. Introduction
During the last decade, corporate governance research has shown an exponential rising trend. Whereas the majority of governance studies focus on large publicly traded firms, a growing group of researchers as well as practitioners currently acknowledges the importance of corporate governance in closely held small and medium-sized enterprises (SMEs) (Huse, 2000; Uhlaner, Wright and Huse, 2007). Several studies examining governance practices in SMEs (i.e., Borch and Huse, 1993; Daily and Dalton, 1993; Finkle, 1998; George, et al., 2001) have illustrated positive performance effects resulting from a strong and vigilant board of directors. As a consequence, an active board of directors can be seen a critical instrument in the governance system of SMEs as they have the ability to contribute to the creation of wealth, enhance firm value and give satisfaction for various stakeholders in and around the firm. 
Despite the rising number of publications on corporate governance and boards of directors in SMEs (for an overview, see Huse, 2000; Van den Heuvel, 2006, Uhlaner et al., 2007), prior empirical studies have some limitations. Authors have usually concentrated on two contextual factors to evaluate differences in board structure and behaviour, namely ownership structure and life cycle effects. Moreover, empirical studies mainly present results from one specific country. Nevertheless, more recent studies (Aguilera and Jackson, 2003; Lubatkin et al., 2007) investigating the influence of the institutional context on corporate governance mechanisms, recognize the likely important role of institutional differences such as legal or cultural conditions in shaping governance practices. To our knowledge, research focusing on cross-country differences of corporate governance and boards of directors in SMEs is scarce. Uhlaner et al. (2007) acknowledge this gap in the literature and solicit for bringing cross-country comparative elements into future studies of corporate governance in closely-held firms.
Prior cross-country governance studies in the context of large publicly traded firms revealed significant differences in governance practices worldwide. Specifically within the financial economics literature, and to a lesser extent in the organizational research areas, these findings initiated a whole research stream towards the search for key factors explaining this observed cross-national diversity. Agency theory has been used as the main theoretical paradigm in studies examining differences in ownership, legal protection and governance systems around the world (e.g. La Porta et al., 1999; La Porta et al., 2000; Burkart and Panunzi, 2006). Focused on the problem of self-centred, opportunistic and utility-maximizing economic agents, researchers have examined the mechanisms available to minimize the costs of managerial misbehaviour.
Recently, the heavy emphasis on the agency theory’s governance model has been heavily criticized based on the argument that the behaviour of agents is to a large extent socially constructed rather than accurately driven by utility-maximizing behaviour (e.g. Aguilera and Jackson, 2003; Lubatkin et al., 2005; Lubatkin et al. 2007). As a result, research explaining cross-national diversity in governance structures started to extend the traditional agency model by building on ideas from other theories such as institutional theory. Whereas agency theory does focus on organizational efficiency or effectiveness, institutional theory starts from the assumption that institutions determine the larger part of economic behaviour, and differences in governance structures can more or less be related directly to institutional differences across contexts. This more “contextual” perspective argues that boards, as well as firms and economies, should be conceptualized as embedded in a larger social and institutional context that critically conditions their structure and performance (Davis and Useem, 2002; Davis, 2005). Hence, the main proposition that could be deducted from this research stream is that cross-country variation in governance structures and board behaviour is greater than within country variation (Lubatkin et al., 2007).
Another stream of research that has criticized the dominant agency theoretic perspective can be found within the group of researchers that explore actual board behaviour (Huse, 2005). The key assumptions of this ‘behavioural’ research group are close to those of the institutional perspective described above. However, while scholars in the institutional perspective primarily relate the behaviour of economic agents to macro- and meso-institutions, researchers working with the behavioural perspective claim that the behaviour of economic agents inside and outside the boardroom is primarily determined by human micro-processes which are fairly universal across contexts. Moreover, scholars in this stream of research generally argue that actual board behaviour is largely driven by the specific contingencies and challenges that a board faces at a specific moment in time. The ability to meet these challenges is in turn dependent on the inner workings of the board - its behavioural dynamics (Zahra and Pearce, 1989; Forbes and Milliken, 1999; Westphal, 1999). Hence, board behaviour is not so much determined by differences in the general macro institutional environment but by the specific challenges that a board has to face depending on the type of SME they are governing (Huse, 2005). Following the reasoning that board behaviour is expected to be determined by firm-specific challenges rather than the broader institutional context, the main proposition that could be deducted from this research stream is that even if board structures vary across countries, cross-country variation in actual board behaviour is the same as within country variation. 

Interestingly, as presented above, the institutional theoretical perspective and the behavioural perspective present opposite predictions. Based on this theoretical controversy, the aim of this paper is to empirically examine the validity of these seemingly contrasting theoretical predictions. To meet this aim we will examine potential similarities and dissimilarities in board structures and board behaviour among closely held SMEs in three countries having different corporate governance systems; Norway, Belgium and the Netherlands. 
We believe the study contributes to the literature in three principal ways. First, a cross-country comparison of SMEs’ governance practices is not available in the academic literature. Second, although board behaviour is an important board dimension, prior empirical cross-country governance studies have rarely examined this aspect (Huse, 2005). Third, the contrasting predictions from the two theoretical perspectives concerning board behaviour have to the best of our knowledge not been tested before (e.g. Gabrielsson, 2007b) and certainly not in a cross-country comparative perspective. 

The remainder of this paper proceeds as follows. In the next part, we present an overview of the literature on cross-country diversity of corporate governance and we deduct the hypotheses. Afterwards follows a description of the measures, the empirical methodology and the sample selection. Finally, we present and analyze the results. We conclude the paper with a discussion of our results.
2. Cross-country diversity of governance practices
2.1 Cross-country corporate governance and the institutional perspective 

The bulk of studies examining cross-country diversity in governance practices have primarily used agency theory as a theoretical lens (La Porta et al. (1998, 1999; 2000). Recently, the abundant use of the agency framework in explaining governance systems diversity around the world was criticized as “a model with an under-socialized view of corporate governance” (Aguilera and Jackson, 2003, p. 448) and as “a model too rooted in the US institutional context” (Lubatkin, et al., 2005, p.883). The fundamental critique is that the basic premise in agency theory that economic agents will maximize their own personal utility seems not to be compatible with the complexities of real-world organizations where corporate actors are embedded in a broader institutional and social context (Lubatkin et al., 2007). As such, Aguilera and Jackson (2003) argue that agency theory overlooks the diverse identities of stakeholders and the interactions among multiple stakeholders. Furthermore, they argue that legal protection and shareholder rights have dominated cross country governance research but fail to grasp a wide view of the institutional environment. Lubatkin et al. (2007; p. 52) add that formal institutions such as the political, legal and financial system of a country “may themselves turn out to be costly, ineffective, and even self-defeating mechanisms for governing exchanges”. They illustrate this statement by pointing to the time consuming and imperfect nature of most legal enforcement mechanisms, the not purely economic motivated instalment of rules and law institutions and finally, the self-fulfilling prophecy nature of laws against opportunistic behaviour. Drawing on the work of Williamson (2000) – who presents a model of governance and institutional interactions based on the level of social analysis – Lubatkin et al. (2007) argue that background institutions such as family, television, religion, schools and the media are both effective and efficient mechanisms as they, for instance, influence behaviour by setting social norms and values, cause the dissemination of collective knowledge and play an important role in the socialization of citizens as secondary socialization experiences are embedded within primary socialization experiences. 

The introduction of a wider institutional context in cross-national governance research finds its roots in institutional theory. Whereas the emphasis of rational perspectives as agency theory focus on efficiency or effectiveness, institutional theory assumes that organizations are captives of the institutional environment in which they exist (Meyer and Rowan, 1977). Therefore, organizations have to search for legitimacy in the wider social structure (Tolbert and Zucker, 2003). Traditional institutional theory could be considered as a theory at the other end on the socialization spectrum vis-à-vis agency theory. Whereas agency theory could be described as an under-socialized view of corporate governance, traditional institutional theory implies a more over-socialized view in assuming that the behaviour of human beings is largely constant within one nation (Lubatkin et al., 2007).       

More recent developments of institutional theory adopt a so called ‘embeddedness view’ wherein economic action is considered embedded in the social context. Moreover, corporations are assumed to operate in an environment which is characterized by the interplay between institutions and firm-level actors. Inspired by actor-centred institutionalism (Sharpf, 1997), Aguilera and Jackson (2003) provided a conceptual contribution in explaining cross-national variations in corporate governance. They identify capital, labour and management as three critical firm-level stakeholders and argue that differences in multiple institutional domains are at the basis of international divergence in governance structures. Moreover, they hypothesize that cross-country variation in governance structures and practices is greater than within-country variation due to isomorphic processes within one country. 

Building on similar ideas, Lubatkin et al. (2007) propose a co-evolutionary embeddedness framework in which they argue that sense making in corporate governance by principals and agents will be driven by norms, values and beliefs through primary socialization. Drawing on institutional economics and sociological theory, Lubatkin et al. (2005) also illustrate that governance practices from one nation cannot easily be imported to another. In their paper, they present an extended principal-agent model, as the traditional US-based model ignores that economic relations are embedded within a context of informal and formal institutions. Both their model and the historical sociology analysis in the US, France and Sweden demonstrate that assumptions, beliefs and expectations of people in one specific country - through a process of socialization - shape their behaviour and the nation’s formal institutions. 

In sum, the central proposition in prior studies about corporate governance systems around the world based on the institutional theoretical perspective is that governance practices vary greatly between different institutional contexts. Hence, a main guiding proposition that can be derived is that cross-country variation in governance structures and board behaviour is greater than within country variation (Lubatkin et al., 2007).
2.3 Cross-country corporate governance and the behavioural perspective
The previous paragraph revealed that the institutional perspective mainly discusses corporate governance mechanisms on a macro- and meso level but stays rather silent about the micro level. Although the study of Lubatkin et al. (2005) suggests a correlation between the institutional context and board behaviour, the study is an exception. The board of directors as a governance mechanism is usually not discussed per se in the institutional perspective. Generally, prior cross-country corporate governance studies focussing on the board of directors especially examined the topics ‘board composition’ and ‘executive compensation’ and mainly from an agency point of view (Denis and McConnell, 2003), thereby neglecting the behavioural component of boards. Moreover, the study of the relationship between board demography and company performance has dominated board research in the past (Huse, 2000). Studies in this tradition build on the argument that demographic characteristics are efficient proxies for the underlying board behaviour which is much more difficult to observe directly (Gabrielsson, 2007b). As such, the board of directors has been considered much as a black box between input and output (Forbes and Milliken, 1999). However, recently a growing number of scholars criticized the dominant agency theoretic perspective and call for a ‘behavioural perspective’ which implies the ‘opening’ of this black box (e.g. Huse, 2005; Uhlaner et al., 2007). This behavioural perspective starts from similar key assumptions as the institutional perspective which assumes that economic agents are embedded in a broader institutional and social context rather than driven by a stringent value maximizing rationale. However, while scholars in the institutional perspective primarily relate the behaviour of economic agents to macro- and meso- institutions (such as legal frameworks, social relationships, business cultures etc.), the behavioural perspective claims that the behaviour of economic agents inside and outside the boardroom is largely determined by fundamental and universal human qualities and abilities. In this view, social and psychological micro processes, such as bounded rationality, problemistic search and satisficing (Cyert and March, 1963), provide important elements to the analysis of the actual behaviour of boards. Moreover, scholars in this stream of research generally argue that actual board task performance is largely driven by the specific contingencies and challenges that a board faces at a certain moment in time. The ability to meet these challenges is in turn dependent on its intervening behavioural working processes (Zahra and Pearce, 1989; Forbes and Milliken, 1999; Westphal, 1999). As such, studies in the behavioural perspective recognize the need to better understand the (often symbolic) management of stakeholder expectations, as well as the behaviours, decisions and activities of directors, particularly their relationships with one another (Pettigrew, 1992; Pettigrew and McNulty, 1995). 

In sum, board behaviour is in the behavioural perspective mainly expected to be determined by the needs of a company. Differences in board roles among companies reflect differences in the challenges that firms currently face. Whereas board structures may be driven to a significant extent by the legal or institutional context, actual board behaviour are thus expected to be determined by different contextual factors (e.g. life-cycle effects, family generation, firm size, industry, CEO background) and pressures by external and internal actors (i.e. different categories of stakeholders). Boards need to satisfy numerous regulatory requirements, but their economic function is determined by the organizational problems they help to address (Hermalin and Weisbach, 2003). Therefore, in line with arguments from the behavioural perspective, we expect that the legal or institutional context has no significant association with actual board behaviour. Therefore, the behavioural perspective would predict that, although board structures may vary, cross-country variation in board behaviour is the same as within country variation. This prediction is in contrast with the institutional perspective discussed in the previous section. 
To date, comparative cross-country evidence that could shed more light on this seemingly theoretical controversy could barely be found. An exception is the study by Lubatkin et al. (2005) which suggests, based on a historical sociology analysis, that a possible link exists between nationally bounded influences and the roles that boards perform. Unfortunately, this study does not provide definite evidence in favour of one theoretical perspective. Consequently, current comparative governance research could benefit from broadening the scope of the governance debate towards these other dimensions of the board of directors such as board roles or board behaviour. 
In addition, the current cross-country governance debate pertains to a large extent to large listed firms although the board roles debate seems to be especially important for many closely-held firms. Boards of small private firms could add value with regards to diverse problem areas such as strategic decision making (Fiegener, et al., 2005), generational transition and succession (Voordeckers, et al., 2007), controlling the management team (Gabrielsson and Winlund, 2000), protection of minority shareholders (Fama and Jensen, 1983), resource acquisition and utilization (Gedajlovic et al., 2004), acquiring new knowledge (Zahra and Filatotchev, 2004) and networking (Borch and Huse, 1993). Hence, both control and service roles of the board contribute to the development of the upside potential of these firms (Uhlaner, et al., 2007). However, the roles that boards perform in practice are mostly not stipulated as regulatory requirements. Even when legal regulations prescribe what boards are expected to do, the study of board roles should focus not exclusively on the institutional environment but also on efficiency considerations (Grundei and Talaulicar, 2002). For example, the corporate governance system of a firm is largely determined by the choice of the legal form (e.g. incorporated firm or not, limited liability or not). Nevertheless, the chosen legal form imposes legal constraints which are not necessarily in line with the business requisites and governance needs. 
A study by Grundei and Talaulicar (2002) in the German context discusses how small start-up firms reconcile the legal requirements with their governance needs. Start-up firms that choose the legal form of a stock company have the requirement to set up a supervisory board whose main responsibility is to monitor the management board. This requirement could be in conflict with the needs of the starting firm such as easy access to a wide range of resources, advice, reputation building and information. In addition, a controlling supervisory board does not necessarily support fast decision making which is often a crucial prerequisite for this kind of firms. In such a situation, descriptive evidence by Grundei and Talaulicar (2002) suggested that these firms make hidden modifications (because not permitted by law) in order to design effective corporate governance configurations which reflect their real governance needs. They illustrate that these firms seem to use a ‘cafeteria model of corporate governance’ in which these firms combine several governance building blocks in accordance with their specific governance needs. This descriptive evidence is in support of the behavioural perspective. In summary, the behavioural perspective proposes no relationship between the institutional context and the roles that boards perform in private SMEs.
4. Method

4.1 Sample

To test the hypotheses of this study we constructed a database containing data from firms located in three different countries: Belgium, The Netherlands and Norway.  These three countries were selected because they belong to three different governance systems (La Porta et al. 1998): Norway is an example of the Scandinavian system. The Netherlands are situated close to the German legal system. The Belgian system is close to the French. The institutional context of the three countries is discussed in section 4.2. 

The firms in each sample were initially identified from the Belfirst database (Belgium), Chamber of Commerce (The Netherlands) and the Visma database (Norway).The selection criteria for inclusion in the sample were (1) an independent ownership structure, (2) 10-250 employees, and (3) operating in the manufacturing industries (NACE codes 16-36). Data was collected through survey research. From the databases in Belgium and the Netherlands, around 2000 firms were randomly selected. Two Norwegian samples (the “Innovation” and “SME” surveys) were collected in the frame of the Norwegian Value Creating Board survey (details reported in Huse, 2008). All questionnaires were sent out to the CEO. The drawback from sending the questionnaire to one respondent is a potential measurement bias in the evaluation of board tasks and activities (Gabrielsson, 2007a). Therefore, our results should be interpreted with this potential bias in mind. However, because CEOs are often the dominant persons in SMEs with extensive control over business activities and having direct access to information sources of the company (Begley and Boyd, 1987; Chandler and Jensen, 1992; Feltham, Feltham and Barnett, 2005), they usually have an excellent knowledge about the company’s strategy, decision-making processes and other business characteristics. Moreover, even if the CEO is not a member of the board, he will often be present at board meetings, or – given the size of the firm - be informed about the discussions and results of the meeting quickly afterwards. Therefore, selecting the CEO as the key informant for the study of the board practices in SMEs is considered to be a viable option. 
All questionnaires were sent out in winter 2003/2004 for all three countries. With 150 questionnaires returned for Belgium, 204 for the Netherlands and 498 for Norway, the response rate was 7.5% for Belgium, 10% for the Netherlands and 17%-24% for Norway. After removing cases with missing values, we ended up with a final database consisting of 140 Belgian SMEs, 153 Norwegian SMEs and 189 Dutch SMEs. As the Netherlands has a two-tier board system and for SMEs the creation of a supervisory board is not compulsory, we only included those firms having a supervisory board (53 cases). Potential response bias was evaluated by analyzing late and early respondents. Kanuk and Berenson (1975) noted that late respondents are expected to be more similar to non-respondents than are early respondents. Using late respondents as a surrogate for non-respondents, a t-test was conducted to identify possible differences between the early respondents and the late respondents. Results indicate that no significant differences exits between the two groups on any of the variables included in this study, suggesting that no bias is to be expected in any of the variables used in this study.
4.2 The institutional context

Belgium
Belgium could be classified as a French-civil law country (La Porta et al., 1998) with a one-tier board system. Firms in Belgium can choose between several legal forms such as a sole proprietorship (Eénmanszaak), a limited or general partnership (Commanditaire vennootschap), limited liability companies (Besloten Vennootschap met Beperkte Aanspakelijkheid =closely held,) and limited corporations (Naamloze Vennootschap = closely held or public). Although limited corporations comprise about 12% of the firms in Belgium, it is considered as the most important “real” corporation form. Therefore, in this study, we concentrate on limited corporations (N.V.) because in Belgium, only this category of corporations has the legal obligation to have a board of directors with at least three directors (some exceptional cases allow only two directors). The board of directors has to meet at least ones a year. Auditors are not allowed to fulfil a director position. Accountants and attorneys are only allowed to take a director position under very special circumstances. 

The board in a limited corporation is organised in a “one-tier” board model. But in a recent new legislation of corporations (2002), the legislator gives corporations the opportunity to delegate several tasks to a “management board” (Directiecomité), thereby creating “de facto” the possibility of a “two-tier” board model with a board of directors and a management board. In reality, a negligible number of limited corporations have chosen such a two-tier board structure. The Belgian companies in the sample do not have a management board. It is also important to mention that since 2005, Belgium has a corporate governance code (Code Buysse) for closely held (family) corporations, which however is entirely voluntary (no obligation to comply or explain).
Netherlands

 The discussions on corporate governance in the Netherlands have resulted in “The Dutch Corporate Governance Code” (also known as the ‘Tabaksblat Code’), published on 9 December 2003. From the 2004 financial year onwards, Dutch listed companies have to include in their annual report a section on their corporate governance and compliance with the code and have to explain any non-compliance. The Dutch corporate governance regime prescribes a structural regime for companies meeting specific criteria (Goodijk, 2005)
 Companies meeting these criteria – mostly large companies, but also the larger SMEs – are obliged to adopt a two-tier board structure. In a two-tier structure, a supervisory board, composed of almost solely non-executive directors  monitors and provides services to the executive board (Goodijk, 2005; Maassen and Van den Bosch, 1999; Van Ees and Postma, 2004). The Dutch corporate governance system differs from the governance system in some of the other countries of the European Union, as the members of the supervisory board are appointed by cooption and Dutch employees cannot become a member of the supervisory board of their company (Gerlauff and Den Boer, 1996).

The largest and most important legal entity for smaller companies in the Netherlands is the private limited company (BV).  SMEs that do not meet the criteria as put forward by the Structure Act, apply the common governance instead of the structural regime. It allows the shareholders to opt for a one-tier board structure, in which the board is entirely composed of managing directors. Of the Dutch SMEs that do not meet the criteria, only a small group seems to install a supervisory board on a voluntary basis (Van Gils, 2005). The need for independence of the owner-entrepreneur is the main argument to select a one-tier board structure.

Norway

The most common organization form for small and medium sized companies in Norway is a private limited company (Aksjeselskap, AS). This form is governed by the Limited Liability Companies Act (Aksjeloven, ASL). The other main organization form is a publicly traded company (Allmenaksjeselskap, ASA). ASA-companies are subject to more extensive legal regulation through a separate law. The more comprehensive ASA-regulation aims at companies with dispersed ownership, and only ASA-companies can be listed on the stock exchange. The ASL on the other hand gives more emphasis to simplicity and flexibility rather than to minority investor protection. For example there are no limitations on stocks without voting rights in AS-companies, whereas in ASA-companies maximum 50% of stocks can be without voting rights. Furthermore, in AS-companies with less than 20 owners, the annual assembly may be held per mail without a physical meeting.

The board of directors is a compulsory body in Norway. The board of directors is elected by the general meeting, or, if applicable, by the corporate assembly. Corporate assembly are in principle required for firms with more than 200 employees, but may be foregone by voluntary consent between owners and employees. A public limited company (Allmennaksjeselskap, ASA) and an AS with a share capital of more than NOK three million must have a board of directors with at least three members. If the company has a corporate assembly, the board of directors must consist of at least five members. Requirements are fewer for AS-companies with less than 3 MNOK in equity capital. They may have a board of directors consisting of one or two members, and the chair and CEO may be the same person. Unless otherwise stated in the articles of associations, board members will serve for a term of two years.Employees are entitled to representation on the board of directors, if the company has more than 30 employees. 

4.3 Measures
To study board structure, we examined board size, the insider ratio and CEO duality. Board size is measured by the number of directors. The insider director ratio is the number of top executives in the firm that also have a director position as a percentage of the total number of directors (board size). CEO duality is a dummy variable coded “1” if the CEO is also the chairman of the board and “0” otherwise.
Board tasks are measured with a set of 5-point Likert-scale type questions comprising the conceptual defined board role expectations in Huse (2005). Huse (2005) differentiates between control tasks (behavioural control, output control and strategic control) and service tasks (advise and counsel, networking & lobbying, strategic participation). Behavioural control and advice & counsel have an internal focus, output control and networking & lobbying an external focus and strategic (decision) control and strategic participation a strategic focus. We will further use the expression “board tasks” as we define board tasks as what boards in reality do (task performance) while board role expectations include expected behaviours, rights and obligations. The measures used to construct specific board task variables are included in table 1. As can be seen in the table 1, all Cronbach’s Alphas show an acceptable level of internal consistency (Hair et al., 1998).  

As firm size, technology level and ownership structure are considered important contingencies which could influence board task performance (Gabrielsson and Winlund, 2000), we included them as control variables in our ANCOVA analyses. Firm size is measured by the number of employees. Technology level is measured by a dummy variable, coded “1” if the firm considers itself as a high-tech firm and “0” otherwise. The ownership structure is measured as family ownership by a dummy variable coded “1” when the firm indicates to be a family firm and “0” otherwise.  
*** Insert table 1 here ***

4.4 Statistical methodology
To test the competing hypotheses from the institutional and behavioural perspectives respectively, we first used the non-parametric Kruskal-Wallis-test, the parametric ANOVA-test or the Chi-square-test depending on the variable under study. Because the Kruskal-Wallis test provided similar results as the ANOVA-test, we only report the results of the Kruskal-Wallis test. Moreover, as firm size, technology level and (family) ownership structure could be considered as very important contingencies, we also used an ANCOVA analysis with the number of employees and the two dummy variables for high-tech firms and family firms as control variable. In addition, in the ANCOVA models, we used the Sidak procedure for multiple comparisons between the individual countries (not reported in the tables).  

5. Results 

In this study, we test the competing hypotheses from the institutional and behavioural theoretical perspectives. Institutional theory predicts that both board structures and board tasks in SMEs will differ significantly between countries due to variations in the institutional context. The behavioural perspective predicts no significant differences in board tasks between countries as board behaviour is expected to be determined by universal firm-specific board needs rather than the broader institutional context. Board demographic variables are expected to be largely determined by the regulatory requirements (law, corporate governance codes). Since these regulatory requirements seem to differ significantly over countries, and they are often compulsory or expected to be complied with, board structure is thus also expected to differ between the countries. This prediction concerning the board demographic variables is consistent with both theoretical perspectives. In sum, both perspectives predict cross-country differences in board demography. However, whereas the institutional perspective predicts significant cross-country differences in board behaviour, the behavioural perspective predicts no significant differences.      
Descriptive statistics of the firms in the three country sub-samples are included in table 2. Note that all firms in the samples belong to the manufacturing industry. The average firm size slightly differs over the samples. The average Belgian SME has 42 employees whereas the Dutch sample contains SMEs with on average 65 employees. The Norwegian sample is with 57 employees more close to the Dutch sample. The percentage of high-tech firms is more or less equal in Norway and Belgium while more of them are represented in the Dutch sample. Family firms are more represented in the Belgian subsample than in the other country sub-samples. Given these differences in firm size, technology level and (family) ownership structure, we performed additional ANCOVA analyses in which we control for these variables.
*** Insert table 2 here ***

The results in table 2 show that the board compositional variables differ significantly in the three countries. Even if we control for the main contingencies, the ANCOVA models show that differences in board composition remain statistical significant on the p<0.01 level.  First, CEO duality is rather high in Belgium with 62% of the firms where the CEO is also the chairman of the board. In contrast, there is no CEO duality in Dutch supervisory boards because it is not allowed by the Code Tabaksblat. Thus, SMEs that decide to install a supervisory board seem to fully comply with this recommendation in the Dutch governance code. In Norway, CEO duality seems to be rather unusual (14.2%). Second, the average board size is also statistically significant different in each country. The supervisory board in the Dutch two-tier system has the lowest average board members of the three countries as there is no minimum number specified. In Belgium and Norway, the minimum board size is compulsory equal to three. Hence, the average board size in these countries is larger than three. Moreover, with an average of 4.59 directors, board size in Norway is much higher than in the other two countries. Third, the insider director ratio shows some interesting results. Although the Code Tabaksblat recommends a supervisory board entirely consisting of independent directors except one, the average inside director ratio is 62%. In Belgium (50%) and Norway (23%), members of the top management team are far less represented on the board of directors although the recommendations of the governance codes in these countries seem to be less stringent. The differences and the multiple comparisons between the three countries are all statistical significant. 

In conclusion, all board demographic variables included in this study differ significantly in the three countries. These differences could be assigned largely to differences in regulatory requirements, i.e. the law as well as compliance with governance codes. Because the regulatory requirements differ in the three countries, board composition variables also differ as expected.

Empirical support in favour of one of the competing hypotheses put forward by the two theoretical perspectives in this study is found in the board tasks section of table 2. The Kruskal-Wallis and ANCOVA models show that neither the control task in general nor its subtasks (behavioural control, output control and strategic control) differ significantly in the three countries, supporting the predictions of the behavioural perspective. Concerning the service task, the Kruskal-Wallis test shows that “Advise & Counsel” and “Strategic Participation” differ significantly in the three countries. However, when we control for the contingencies “firm size”, “high-tech firm” and “family firm” in the ANCOVA model, the significant differences become much less obvious (Advise & Counsel) or even disappear completely (Strategic Participation). These results suggest that when we find significant differences in board tasks, they could be attributed to the specific challenges of the investigated contingencies rather than the broader institutional context. This result is also in support of the predictions of the behavioural perspective. Furthermore, the highest value of two out of three subtasks of the service task is found for Dutch supervisory boards. At first sight, this seems to be a surprising finding because the Dutch Code Tabaksblat especially stresses the control task of the supervisory board and not the service task. However, this finding is in line with the study of Grundei and Talaulicar (2002) for German supervisory boards and suggests that Dutch SMEs also follow a modification strategy in which they reconcile the regulatory requirements with their real governance needs. Again, this result is consistent with the behavioural perspective.  

In conclusion, our results provide ample support in favour of the behavioural perspective. Whereas board structures seems to be mainly driven by the regulatory context, our board tasks results support the thesis that actual board behaviour is determined by several different contextual factors.            
6. Discussion and conclusions.

The purpose of this study was to examine the empirical validity of the opposing predictions from the institutional and behavioural theoretical perspectives about board structures and behaviour. We investigated for SMEs of three countries with a dissimilar governance system if board structures and board behaviour differ. The institutional theory would predict that a significant part of the variation in board behaviour could be attributed to the institutional context of a country. In contrast, the behavioural perspective predicts that the cross-country variation in board behaviour is the same as within country variation, i.e. the institutional context of a country does not explain variation in actual board behaviour. We tested these opposing predictions with several ANCOVA models in which we compared specific measures for board tasks and board composition over the three countries. 
In most countries around the world, the intervention of the legislator on “how boards should be composed and behave” is usually limited to the specification of the legal status of the board and the minimum number of directors. The roles that boards perform, board behaviour or an active board working style are usually not regulatory requirements. In most countries, the law is complemented by corporate governance codes which provide more detailed specifications of board composition (e.g. CEO duality, non-executive directors) but these codes are usually not necessarily more specific about board behaviour. As regulatory requirements differ in the three countries, it is no surprise to find that board composition variables differ significantly in the three countries. However, when we look at actual board tasks, our results support the proposition of the behavioural perspective that board tasks are mainly determined by several different contextual factors (e.g. firm size, technology level and ownership structure) but not by the institutional context. 
These results contribute to the cross-country governance comparisons literature in several ways. As far as our knowledge, prior cross-country governance studies of SMEs did not investigate aspects of board behaviour nor governance practices in general. In addition, studies comparing the institutional theoretical approach with the behavioural approach are scarce. Our study joins the emerging empirical research stream that supports the predictions of the behavioural perspective. In a study on the relationship between both demographic and behavioural board measures and the CEO’s commitment to an entrepreneurial posture, Gabrielsson (2007b) also supported the predictions of the behavioural perspective.

Our research results have important implications for both researchers and practitioners. First, board demographic characteristics do not seem to capture necessarily the boards’ capabilities to perform board tasks effectively (Gabrielsson, 2007b). Changes in these board demographic characteristics, such as more (outside) directors or the separation of CEO and board chair, are not a sufficient condition to improve board performance with certainty. At least as important are the abilities and the efforts of the directors to fulfil the board role expectations (Forbes and Milliken, 1999; Huse, 2005; Gabrielsson, 2007b). Hence, understanding the board demography-firm performance link mandates the inclusion of board behavioural variables in the research model.                       

Secondly, our results also have implications for practitioners and policy makers. The first attempts are made to create governance codes for SMEs (e.g. Code Buysse in Belgium). Nonetheless this meritorious piece of work, a close examination of the Belgian Code Buysse reveals that it provides rather general recommendations which are sometimes of debatable application in SMEs and family firms. Since actual board behaviour seems to be driven by the governance needs of SMEs and not by the institutional context, our results support the claim of Uhlaner et al. (2007, p. 239) “that the development of governance codes for privately-held firms needs to be flexible enough to take account of the different types of governance needs of firms at different stages in their life-cycle”. From this point of view, Code Buysse is far from perfect as it seems to be not flexible enough to take into account the broad range of  types of private firms and their strong diversity of governance needs (Uhlaner, et al., 2007).  
Despite the several contributions of our study, this research project has some limitations and leaves several challenges for future research. First, we examine our main propositions for a sample of SMEs in three countries. Although the three countries under study are examples of three different governance systems, one of the main governance systems in the world, the Anglo-Saxon system is not represented in our database. Therefore, future research should investigate the opposite theoretical predictions also by comparing SMEs of Continental European countries with SMEs operating in an Anglo-Saxon institutional context. Secondly, board behaviour comprises several aspects. We only concentrated on board tasks. But board processes are equally important in studying board behaviour. This dimension of board behaviour could also be addressed in future research.   
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Table 1. Board task variables and Cronbach’s alpha’s.
	Board tasks
	Cronbach’s alpha

	Service tasks
	0.863

	Advise & Counsel
	0.833

	Advice on management questions
	

	Advice on legal issues
	

	Advice on financial issues
	

	Advice on technical issues
	

	Advice on market issues
	

	Network & Lobbying 
	0.801

	Networking
	

	Lobbying & legitimizing
	

	Strategic participation
	0.750

	Initiating strategy
	

	Implementing strategy
	

	
	

	Control tasks
	0.914

	Behavioural control 
	0.898

	Assessing cost budget
	

	Assessing sales budget
	

	Assessing firm liquidity
	

	Assessing investments
	

	Assessing CEO behavior
	

	Assessing product quality
	

	Assessing human resources
	

	Assessing health & safety
	

	Output control
	0.674

	Assessing environment
	

	Assessing financial return
	

	Assessing CSR activity
	

	Strategic control
	0.812

	Ratifying strategy
	

	Controlling strategy
	


Table 2. Firm characteristics, board composition & board tasks
	Variables
	Country1
	Kruskal-Wallis2
	ANCOVA3

	
	B
	NL
	N
	χ²
	F-value 

	Firm characteristics
	
	
	
	
	

	
	
	
	
	
	

	Firm size (employees)
	42
	65
	57
	
	

	High-tech firm
	31%
	40%
	33%
	
	

	Family firm
	78%
	42%
	42%
	
	

	
	
	
	
	
	

	Board composition
	
	
	
	
	

	
	
	
	
	
	

	CEO duality
	62%
	0%
	14.7%
	66.76**
	

	Board size
	3.64
	2.79
	4.59
	53.14**
	33.01**

	Insider directors ratio
	0.50
	0.62
	0.23
	67.09**
	36.84**

	
	
	
	
	
	

	Board tasks
	
	
	
	
	

	
	
	
	
	
	

	Service tasks
	3.41
	3.37
	3.12
	12.16**
	3.84*

	Advise & Counsel 
	3.46
	3.57
	3.22
	11.49**
	4.14*

	Network & Lobbying 
	3.10
	3.23
	2.91
	5.5
	1.97

	Strategic participation 
	3.52
	3.08
	3.13
	9.03*
	2.40

	
	
	
	
	
	

	Control tasks
	3.60
	3.48
	3.59
	1.92
	0.38

	Behavioural control 
	3.65
	3.50
	3.65
	2.41
	0.563

	Output control 
	3.45
	3.43
	3.27
	4.30
	1.24

	Strategic control 
	3.69
	3.70
	3.73
	0.26
	0.04

	
	
	
	
	
	

	Number of observations
	140
	53
	153
	
	


1 Mean values;  B= board of directors Belgium; NL = supervisory board The Netherlands; N=board of directors Norway

2 Pearson Chi-square for the proportions.
3 Control variables included: firm size, high-tech firm, family firm.
*, ** significant at 0.05 and 0.01 level respectively

� Having (1) their statutory chair in the Netherlands, (2) equity of minimum EUR 16 million, (3) a legally established Works Council and (4) 100 or more employees.
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