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Board Structure and Corporate Governance 

• The impact of corporate board characteristics on firm

performance continues to be an issue in corporate

finance literature (see Cheng, 2008; Berger et al., 2014;

Jameson et al., 2014).

• Directly link between board structure with firm

performance has been explored.

• The linkage could be indirect.
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Board Structure and Firm Performance (1)

• There are two questions remain unexplored.

• Are there particular channels board structure can

permeate to affect firm performance?

– Corporate decision making

• Cross-border M&A decision as an example

• Increase of female board proportion makes firms undertake more

acquisitions (Ahern and Dittmar, 2012).
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Board Structure and Firm Performance (2)

• Cross-border M&As shall increase value for firms

(Morck and Yeung, 1992).

• Most cross-border M&As did not create value for firms

in emerging-markets (Aybar and Ficici, 2009).

• The second unexplored question would be:

– Can better organized board structure reduce the value

destruction effect of cross-border M&A performance

for firms?

– Board structure optimization
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Board Structure and M&A Performance

• We focus on evaluating board structure impact on the

cross-border M&A performance.

• Board structure elements

– Board size

– Board member age

– Female board member proportion (see Bazel-Shoham et al.,

2017; Bertrand et al., 2018; Chen et al., 2018).
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Main Findings (1)
• A larger female board proportion will relieve the value

destruction effect of cross-border M&A activities.

– Deteriorate CEO’s control over the company.

– Reduces agency costs (Ahern and Dittmar, 2012).

• We show that “intra-group” differences (such as

standard deviation and kurtosis) are more important

than “inter-company” (such as mean) difference in

explaining different corporate performance.
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Main Findings (2) 

• We use Particle Swarm Optimization (PSO) method to

maximize buy and hold abnormal returns (BHAR)

generated by cross-border M&A event via optimizing

the board structure.

• Reorganization of the board structure considerably

improves the cross-border M&A performance.

– BHAR changes from -0.06% to 0.5%.

– Best board structure:

• Female proportion: 48.5%.

• Average board member age: 40.8 with kurtosis of 4.2.

• Average educational level: 4.1 (master degree) with standard

deviation of 0.32.
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Related Literatures (1)

• Cross-border M&As is an often used strategy for firms 

to create values. 

– As a mode of entry into a foreign market (Kogut and Singh, 

1988; Brouthers and Brouthers, 2000; Harzing, 2002; Junni

et al., 2015; Ahammad et al., 2017). 

– Globalization and diversification with synergy effect (Morck

and Yeung, 1992; Kang, 1993; Markides and Ittner, 1994; 

Ferreira et al., 2009; Alimov and Officer, 2017). 

– Value creation effect of cross-border M&As, in the cases of 

U.S. firm as acquirers (Morck and Yeung, 1992; Markides

and Ittner, 1994; Ahern et al., 2015) as well as the cases of 

Chinese firms as acquirers (Du and Boateng, 2015).
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Related Literatures (2)

• Corporate governance and firm value creation.

– Board structure impact on corporate performance has been 

well documented (see Yermack, 1996; Adams et al., 2010; 

Iliev and Roth, 2018). 

– Bris et al. (2008) discover that corporate governance changes 

via cross-border M&As deliver valuable effects on increasing 

firm value. 

– More recently, Chen (2015) demonstrate that outsiders on the 

board could serve as a remedy for institutional environment 

ills for Chinese companies.
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Hypothesis Development (1)

• Gender diversity effect

– Carter et al. (2010) argue that gender diversity on boards is

positively related to firm stock returns.

• H1: Increase of female board proportion could have a

positive impact on the cross-border M&As proceedings.
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Hypothesis Development (2)

• Experience effect

– Age is usually correlated with experience and older people

tend to be more experienced.

– Age effect on risky investments is more likely to be negative

since old people may prefer stability (Campbell, 2001).

– In multiple choice circumstance, older people tend to make

worse decisions than younger ones since older people are

more likely to have the suboptimal choices (Besedeš et al.,

2012)

• H2: Decrease of average board member age and increase of intra-

group board member age difference could have positive impacts

on the cross-border M&As performance.
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Hypothesis Development (3)

• Education background effect
– CEO educational background might affect the acquisition targets selection

(Wang and Yin, 2018).

– Rising proportion of Ph.D. on board representation could

alleviate the portfolio risk in banking corporate governance

(Berger et al., 2014).

• H3: Decrease of average board member educational

level and increase of intra-group educational level

difference could have negative impacts on the cross-

border M&As performance.
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Data and Variable Construction (1)
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Data and Variable Construction (2)
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Statistical Summary
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Empirical Results (1)

• The cross-sectional firm sample is fit with following

regression:

• where BHAR is buy and holding abnormal return of the acquirer, Female is the proportion of

female directors on board, BS is the board size, Age is the average age of the board with AgeK

representing the kurtosis of board member age distribution, Edu is average education level of the

board with EduSD representing the standard deviation of the board member education level

distribution. CV is the control variable vector, including deal size, cash payment (CP), cash

holdings (CH), return on assets (ROA), prior experience (PE), acquirer size (AS), relatedness,

Tobin’s Q and relative size (RS) and control variables are not the major concern of the paper.
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Empirical Results (2)
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Particle Swarm Optimization (1)

• The basic equations of PSO are:
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Particle Swarm Optimization (2)

• Our optimization is based on equation (1) and we

convert all other main variables into the function of

female proportion.

• If we denote female proportion as x1, then all other

variables: Age (x2) , AgeK (x3), Edu (x4) and EduSD

(x5) can be a function of female proportion generated

by genetic programming:



20

Particle Swarm Optimization (3)

• The original regression model in equation (1) can be written as:

• The optimized result generated by equation (5) using PSO is:

• It indicates the best board structure should be:

– Female proportion: 48.5%.

– Average board member age: 40.8 with kurtosis of 4.2.

– Average educational level: 4.1 (master degree) with standard

deviation of 0.32.
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Optimized Result (1)

• Optimized BHAR2 value (BHAR2 _O) compared with original

BHAR2 value, where LB and UB are lower bound and upper

bound of the optimized value with 95% confidence interval.
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Optimized Result (2)

• Optimized BHAR’2 value (BHAR’2 _O) compared with original

BHAR’2 value, where LB and UB are lower bound and upper

bound of the optimized value with 95% confidence interval.
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Result Discussion (1)

• The optimized result suggests that female proportion

shall be up to 48.5%. It indicates that high proportion

of female board would have desired effects to cross-

border M&A performance and the ratio between

female board and male board is nearly 1:1.

• The optimal averaged member age shall be 40.8 with

kurtosis 4.2. This result shows that younger directors

may be favorable for cross-border M&A performance

since the original sample average age is 46.4.
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Result Discussion (2)

• The original sample age kurtosis is 0.28, suggesting a

platykurtic age distribution with few outliners. The optimal

result is 4.2, which indicates that board shall have a more

diversified age distribution with more outliners.

• The optimal average educational level 4.1 (master degree) with

standard deviation 0.32. The original sample educational level is

3.15, which is a bachelor’s degree and the standard deviation is

0.83.

• The optimal result demonstrates that better cross-border M&A

performance requires a higher and more concentrated

educational level of board members.
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Takeaway Messages

• A larger female board proportion with younger and

more educated board members will relieve the

value destruction effect of cross-border M&A

activities.

• Better organized board structure considerably

improves the cross-border M&A performance.



Thank you！
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