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ABSTRACT

Most organizations exist in very competitive and dynamic environment and more often craft
strategies that will enable them to not only stay afloat, but to win by achieving their goals more
effectively than their competitors. Strategy in this context is the selection of the organisation's goals
and developing ways that will enable them to achieve these set goals. It is also an iterative process
where different ways to achieve an organisation's goal (goals) are tried and refined in an effort to
become more effective and efficient in customer satisfaction. It is typically characterised by being
long term and uncertain. More often, it is the management team that proposes and presents the
strategic plans to the board of directors. This is because it is believed that the management is best
able to dedicate time to strategic thinking and more likely to have greater industry knowledge and
experience. The boards generally are responsible for overall governance and these includes
oversight functions of organisational performance and compliance with all legal and regulatory
requirements of the organization and they also serve as watchdogs of the management teams.
Furthermore, it is the board’s duty to understand, test and endorse the organizations strategies.
This study being descriptive in approach, employed secondary data for the review of various
published works with the synthesis of various theories. Findings reveal clear misunderstandings of
meanings and the exact roles of boards. This study contends that for better performances, boards
should among others, be actively involved in both the development and execution of organizational
strategies to ensure a holistic achievement of all round growth of the organization.
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INTRODUCTION

The day-to-day impacts of the roles of board of directors are difficult to observe but
becomes the focus of attention when things go wrong. Globally, research throughout the most
recent decades has clearly established that board members and directors are placing a lot of
emphasis and devoting more time and energies to corporate governance issues, and this is
dominating literatures within this sector as it is considered an important role for boards (Anderson,
Melanson, & Maly, 2007; Chen, Osofsky, & Stephenson, 2008; Radomska, 2014). This has led to
disruptions in the corporate governance frameworks, and has increased more focus of boards on
strategizing due to the globalization and advancement of financial markets. Furthermore, the rise in
corporate administration scandals, and more grounded requests for responsibility and straight-
forwardness have set the obligations and working of boards of executives at the focus of the
corporate administration debates (Kiel & Nicholson, 2003; Ingley & Van Der Walt, 2005; Machold
& Farquhar, 2013; Zhu, Wang, & Bart, 2016). The call for board inclusion in strategy
developments and executions have raised the issue of designing and explaining the proper job roles
of board members and what their specific roles ought to be (Jensen & Zajac, 2004). Researchers
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and practitioners have for the most part recognized the significance of sufficient board control and
autonomy (Jensen & Zajac, 2004), board inclusion and active roles in the day-to-day administration
of organizations have been generally discussed in terms of autonomy and interdependence (Golden
& Zajac, 2001; Daily, Dalton, & Cannella, 2003; Zhu et al., 2016). Boards’ strategic involvement
has been associated with a mix of relevant components, exchanges of hypothetical points of views,
and uncertain experimental outcomes. To begin with, it was observed that most of the boards of
directors in the United States had been fairly uninvolved in the wake of corporate disappointments
and failures and more inclusion was important to re-establish the confidence of the public in the
governing of most organizations (Clendenin, 1972; Heller & Milton, 1972; Machin & Wilson,
1979; Radomska, 2014). Two factors are driving these assertions; first, there is an implicit
assumption in the literature that board involvements in strategy leads to more effective
organizational performances. Second, there is a significant concern, especially from a practitioner
perspective, that corporate strategy reforms are forcing boards to focus ever-increasing attention on
compliances, often at the expense of strategy. The net effect is that many directors are worried that
their boards are underemphasizing their role in driving better organizational performance
(Hoskisson, Hitt, Johnson & Grossman, 2002; Radomska, 2014; Zhu et al., 2016). The associative
challenges posed by the strategy implementation processes has increased the position of the boards
to challenge Chief Executive Officers (CEOs) to become more engaged with the organizational
strategy, an area that was once neglected in the past (Ruigrok et al., 2006; Monks & Minow, 2008;
Zhu et al., 2016). Also, the theoretical viewpoints have asserted that boards have different
responsibilities as regards strategy. While few scholars (e.g. Heracleous, 2001; Huse, 2005) argue
that boards are becoming aware of their strategic roles, others (e.g. (Johnson, Daily & Ellstrand,
1996; Deutsch, 2005; Radomska, 2014) argue that ambiguity occurs between the role of boards
within the organization and their role as strategy makers and executioners. Most of the research
works on boards of directors have touched more on the singular question of ‘’what is the role of the
board? But none within available literature has discussed the role of boards on strategy
development and execution; hence this paper fills the gap by contextualising these glaring gaps and
ensuring its robust understanding. This objective of this study and the burning question is: Can an
organizational board effectively play the active role of strategy development and execution?

LITERATURE REVIEW

The literature provides different explanations for the prevalent gaps in how boards play
significant role in development and implementation of strategy (Pye & Pettigrew, 2005;
Thuraisingham, 2019). The role of the board as an agency of the organization in relation to how
researchers view boards composition, and the access to these processes has been considered a
challenge to researchers culminating to the compositional and structural dimension of boards
(Leblanc & Gilles, 2005; Judge, 2011). A significant number of researchers are moving past this
overwhelming rationale and dedicating more regard for the procedures, practices and behaviors
influencing boards' exercises (Gabrielsson & Huse, 2004; Leblanc & Schwartz, 2007).
Investigations of board forms and dynamics utilize an alternate paradigm to uncover what processes
do and give more consideration to the inward communications and interactions that occurs at a
board level (Hendry et al., 2010).

The principle centre here is not about basic elements of board structure, but on how board
members satisfy their assignments and what procedures are probably going to shape board elements
(Forbes & Milliken, 1999). Concentrates in this custom watch activities and cooperation of the
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board and guarantee that board results are definitely not just the consequence of a board's structure,
yet additionally of consistent and progressing collaborations inside furthermore, outside meeting
room (Maitlis, 2004). The levels of independence of boards in organizations are often linked to the
strategic strength of the board members (Kang, Cheng, & Gray, 2007). The independence of the
board from the management provides them with the opportunity to assess the activities of the
management from an objective perspective, and thus they provide an analysis that is void of
subjectivity but more of objectivity. These oversight analyses provide the organizational
management a stream of controls to monitor and objectively quantify the performances of the
organization in relation to managements’ input (Hussain, Ahmad, & Hassan, 2019). The
management in turn respects these positions and thus remain in a checkmate status due to the watch
from the independent board (Ngu & Amran, 2018; Hussain et al., 2019).

Bebchuk & Cohen (2005) found that when boards are staggered, firms experience low
valuations. Using the Tobin’s Q measurement which is Total Market Value of Firm / Total Asset
Value of Firm. This explains the measures of a firm’s assets in relation to the firms market value.
Furthermore, this measurement further stressed that the extent to which firms perform is dependent
on the efficacy of the strength of their board especially in the core area of their operations. This
means that boards play significant role in ensuring a stable and competent firm in their
development and execution of various strategies. Masulis, Wang, and Xie (2007) also reported that
the tendency for a board without a defined strategic role to make mistakes during acquisition is very
high. This is because boards are required to make strategic decisions that will favour the
organization, and in situations where such is absent, this action always lead to bad acquisitions
which negatively affects the company return on investments. The value of an organization is
dependent on the strategic decision of the organizations’ board; in this case, if there is need for
acquisition of new property or competitive firms, the onus is on the board to make good and logical
decision of acquiring such firms or declining from acquiring them as the case maybe for better
organizational growth.

Faleye (2007) reports that board’ strategic decisions and strategy implementations are
associated with whether a firm chief executive officer performs or not. This according to Faleye is
because, a strategic board are sensitive to the organization CEO’s pay, and they try to ensure that
this pay is equivalent to the job role that is required to be carried out by the CEO. Faleye (2007)
therefore concluded that boards that are sensitive to the ratio of the CEO’s pay to the performance
will enhance the CEO’s job or and performance than board that do not. Yilmaz & Buyuklul (2016)
studied the effect of board and corporate governance and it affects firm’s performance. They
reported that the level of independence of members and the leverage they have affect the
performance of the firm in a negative dimension, while the extent to which a firm is owned by
foreigners determines to a positive extent the firms’ performance. Liickerath-Rovers (2013) on the
other took a step forward to evaluate how the board with or without the presence of a woman make
strategic decisions that affect the firm performance. They found that firms that had women on their
boards make strategic decisions that are more favorable to the organization than firms without
women on their board. This implied that making and executing strategy requires that firm look
beyond gender in order to achieve their organization objective and goals.

THEORETICAL BACKGROUND

Managerial Hegemony Theory
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Managerial hegemony hypothesis proposed by Mace (1971) argues that the board of an
organization is fiction that legally dominated the management of the organization. This gives them
the opportunity to passively direct the organizations’ strategy. The theory was summed on five
different mechanisms for management control. The first of the control mechanisms (Zhang, 2015;
Hunt, 2016) is such that the boards are separated from the ownership and control of the
organization, thereby leading to a diluted form of power for smooth running of the organizations’
activities. The tendency is to reduce to a bearer level the control of shareholders, and then empower
the management, which have also been linked to self-serving and financial losses ( Rubino et al.,
2016). The second is the differences in the expertise and communication between those who
manage the organization and those that are in charge of the smooth running of the organization. The
managerial domination puts the board and directors in the dark due to their level of expertise and
technical know-how that has been increased overtime (Hung, 1998; Clarke, 2004; Kiel & Beck,
2006; Aluchna, 2016).

The third mechanism of control centers on the inability of the managers to rely on
shareholders due to the profit maximization from their organization. It is assumed that mangers in
profitability industries or organization will not rely on shareholders, and hence their control of the
organization is increased, thus retaining power to make critical financial decisions (Mizruchi, 1983;
Pavicevic et al., 2018; Paniagua et al., 2018). The fourth is that management ability to handpick the
board members increases their chances of dominating and imposing their will on the board. The
fifth mechanism of control focused on the non-executive director acting dual role of being on the
board. This raises the question of objectivity in dealing with how to manage the conflict that may
arise from this dual role.

The effect of these five mechanisms of control is that the organizational strategy is centred
on the role played senior management. Thus instead of the board acting as a strategy developer, the
managerial hegemony theory postulates that they are like passive rubber stamp (Ingley & Van der
Walt, 2001; Alshareef & Sandhu, 2015; Booth-Bell, 2018). Critically, there has been research that
does not support the managerial hegemony hypothesis, citing inadequate research findings and
vague explanation of the word control as support for their stand (Stiles & Taylor, 2001; Stiles,
2001; Sanchez et al., 2017).

Agency Theory

Agency theory was proposed by Eisenhardt (1989) to explain the relationship between two
actors in an organizational context. The two actors namely the principal and the agent work
together simultaneously in risk sharing and also try to avoid conflict of interest when dealing with
matters concerning the organizational strategy and growth. The theory assume that agent take
opportunity by acting within the sphere of bounded rationality as they try to satisfy their self-first
before thinking of how the organization or the principal will maximize profit (Bravo, 2018).
According to agency theory, the board exists to create convergence of interest between the
management and shareholders of a company, therefore reducing the cost that may have been
incurred due to interest divergence, and ensuring that the interests of the shareholders are protected
(Melis & Nijhof, 2018). The role of the board is such that they act as control mechanism for the
organization. They try to ensure that these control cut across different sphere of the organization
stemming from the chief executive officer, to the least employees in the organization (Melis &
Nijhof, 2018). Although the role of the board seems to cover every aspect of the organization
dealings, there are still no definitive set out rules that stipulates that their role includes acting as the
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strategic experts of heads for the organization (Zhara & Pearce, 1989; Wang et al., 2018). There is
little or no documentation that stipulates or support that boards act as strategist for the organization,
hence this has brewed more contentions among scholars and practitioners (Rashid, 2015). suggested
that the literature is still scanty as regards how boards exercise their control over organizational
managers. Aberg et al (2017) stated that through the lens of agency theory, there are implications
for the role of boards as it relates to the control mechanism. They opined that the control exercise
by boards acts as a pointer to how effectively an organization perform, and thus, leads to shape the
future direction of how organizations develop or implement their strategic decisions.

Stewardship Theory

The stewardship theory to argue that managers are not individuals seeking their own gain or
their selfish interest alone, rather they are intrinsically motivated towards achieving greater gains
for the organization, and they also take charge to pursue opportunities through the need to achieve,
thereby, performing and engaging in challenging work that position them to be recognized by
bosses and colleagues (Lok et al., 2016). This idea does not see the managers from the financial
individual waiting to claim personal victory or gains, rather as one who is supporting the
organization big dreams for competitive advantage. Thus, the strategic role of the board in this
context is to ensure that the role of the manager as a steward is supported (Stiles, 2001; Lok et al.,
2016). The stewardship approach also argues that the inter-dominated boards contribute immensely
due to their depth of expertise and commitment to the organization. This in turn facilitates a
strategy role taken by the board within and outside the organization (Muth and Donaldson, 1998;
Cornforth & Macmillan, 2016). The strategic role of the board takes a different form such that they
may not be that visible in their approach or take a defined strategic role. For instance, because they
are labeled the board, or board members, their activities or contributions is defined in the context of
this defined role, even if other roles like strategic decisions are being incorporated in their dealings
with other strategic members of the organization (Castro, Galan, & Casanueva, 2016).

Resource Dependence Theory

Resource dependence theory was obtained from the intersection between sociology and
economics. The theory focuses on the interlocking between shareholders and their relationship with
competitors (Zahra & Pearce, 1989). The theory sums the ratio of the corporation between an
organization and their external environment. This relationship becomes important because the
resources from or in the external environment position the organization for a better competitive
advantage if they are obtained, but this is dependent on the type or level of relationship that exists
between the organization and the significant factor from the external environment (Arora &
Sharma, 2016; Arulvel & Pratheepkanth, 2019). Thus, a good relationship with the external
environment position the organization to be saved from harsh or unpalatable environmental
conditions (De Villiers, Naiker, & Van Staden, 2011; Drees & Heugens, 2013)

The implication of this theory is that the expected and the actual role of boards take a mixed
form. Stiles (2001) proposed that the elementary role of the board is to contribute strategically to
the organization through information acquisition and sharing, others (e.g. Hung, 1998; Hung, 2011;
Kamardin & Haron, 2011) argued that boards are positioned only to acquire or attain organizational
resources rather than putting those resources to actual usage. Thus, according to Carpenter and
Westpal (2001), the role of the board is to serve as a consultant to organizations’ top managers
rather than acting as a strategy implementer. This implied that information obtained by the board is

5 1939-6104-22-5-123

Citation Information: Agwu, E. (2023). The role of the boards in strategy development and execution in organizations. Academy of
Strategic Management Journal, 22(5), 1-11



Academy of Strategic Management Journal Volume 22, Issue 5, 2023

not encompassing in itself, rather, it is dependent on the relational side-by-side placing by top
managers (Shrospire, 2010; De Villiers et al., 2011; Rao & Tilt, 2016). In this case, they try to see
the advantages and disadvantages of this information based on the application or field challenges.

Gaps in Theories

The theories are driven by two philosophies, namely; the passive and active school of thoughts. The
passive school is centred on the dominating nature of boards. For instance, the managerial
hegemony theory that posits boards as having both the internal and external control over the affairs
of the organization with the aim of making productive and realistic organizational strategy. The
active school of thought on the other hand relies on the premise that boards acts as servants to the
organization, and thus, they are not actively doing the managements’ work, but rather act as
mechanism of control. The theories adopted and elucidated above focused only on one aspect of the
role of boards, whether as being active or passive. The gap found is centred is on the relational fact
that both school of thoughts does not have a mixed of the dual role of boards, which invariably is
what this study is set out to achieve. To this end, this study takes a dual approach to explicate
boards’ role as dual; development and execution, towards making a better organization
management. This is in the hope that there will be a converging point for researchers and
practitioners.

METHODOLOGY

This study was largely descriptive in its approach. Secondary data were collected from
different peer reviewed literature using desk research method. This information includes data that
evaluates the role of boards, as well as information regarding their role in the strategy of
organizations. Evidences were provided based on the inclusion criteria of the articles used. The
justification for the secondary data used was that the study dealt with strategic issues that are
ambiguous both in definition and in literature. This therefore makes it important to obtain evidences
from published literature.

DISCUSSIONS AND CONCLUSION

The study explored the composition of boards in relation to their roles in developing and
executing organizational strategies. The passive-active theory of board composition was
highlighted and enumerated by looking at their contribution and shortfalls. This study therefore
hinged on the argument that managerial perspective that once considered boards as a static role
players are or as role dictators are not significantly correct. This may be due to the lack of literature
in the area of synthesizing and defining the strategic role of boards, as well as the categorization of
their strategic role as proxies rather than a defined and outlined measures of their functioning
capacities. In order to define a newer frontier, this study built on the limitation of the adopted
theories to argue that boards play and act in dualism, thus, acting as both the developer and
executioner of organizational strategies. This proposition takes into account their roles in control
mechanism as well as their roles as organizational diversified information. The control is such that
the management is constrained not to go overboard in their decisions and actions by the boards, and
this helps the organization to chart a course in their strategic control mechanisms (Stiles & Taylor,
2001). This perspective puts the board, at first, an active employee of the organization through
rigorous selection processes, and second, as the organizations’ internal auditors. The boards’ roles

6 1939-6104-22-5-123

Citation Information: Agwu, E. (2023). The role of the boards in strategy development and execution in organizations. Academy of
Strategic Management Journal, 22(5), 1-11



Academy of Strategic Management Journal Volume 22, Issue 5, 2023

though have been interpreted by various theories (Hilman & Dalziel, 2003; Sundararamurphy &
Lewis, 2003); this study incorporates previous elucidations by taking the multiple lens approach,
allowing for better understanding of boards’ roles and a defined relationship between the board and
the organizational management. The implication of this to practitioners and academics evolved as
well in this study. For practitioners, this study suggests that the role of boards in the development
and execution of strategies by the board members helps drive better organizational performances
for competitive advantage. It also argued that there is need to differentiate between the roles of the
board and that of the management, seeing that there is vague clarity about the dichotomy of boards’
roles in some organizations. This study does not argue that there should be stand-alone role for the
management, but rather they should be put in check by the board members that act as the
watchdogs for the overall stakeholders of the organization (Hilman & Dalziel, 2003). The
implication to academics is hinged on the pathway of theoretical developments and testing. From
this study, further theories regarding the strategic role of boards in relation to firm performances,
institutional ownerships, and organizational impact can be expatiated.

Direction for Further Studies

The study is not without gaps, as it takes a position as to what the roles of boards are in
developing and executing strategy. To this end, qualitative, quantitative, or and mixed method of
inquiry are required to investigate this roles in relation to firm performances. Longitudinal studies
can also be employed to check the variability in boards’ diversification as well as their roles in
acting as the mechanism of control for the organization through financial and strategic balancing.
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