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Abstract

Corporate governance relies significantly on the board of directors, who act as custodians of shareholders’inter-

ests. The dynamics of social connections between Chief Executive Officers (CEOs) and board members form a criti-
cal element that influences information exchange within this vital governance structure. This study seeks to assess
the impact of these social connections on organizational performance. We conducted a comprehensive analysis

of the professional backgrounds of CEOs and board members to measure the extent of their social connections.
Employing multiple regression analysis with robust error corrections, we considered essential economic and financial
metrics, including Return on Assets (ROA), Return on Equity (ROE), and Earnings before Interest, Taxes, Depreciation,
and Amortization (EBITDA). Our findings reveal that professional social connections have a positive influence on ROA
(3=0.0230|p-value <0.05) and EBITDA (3=420,517,1|p-value < 0.05), while educational connections exhibited no sig-
nificant effect, and familial connections were found to adversely affect EBITDA (3=—516,307,0|p-value <0.05). This
study highlights the real influence of social connections on firm performance, shedding light on the complex interplay
between social dynamics and corporate success. These insights contribute to a more comprehensive understanding
of corporate governance and the factors driving organizational performance.
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Introduction

Corporate governance is a complex concept that involves
a selection of mechanisms designed to ensure the align-
ment of an organization’s operational activities with
its strategic goals, while concurrently safeguarding the
interests of a diverse range of stakeholders [1]. A central
and critical component within the framework of corpo-
rate governance is the board of directors. The board of
directors is the main instrument for aligning and rec-
onciling the interests of the organizations’ partners and
those responsible for managing the companies [2]. In this
sense, the function of the board of directors is considered
essentially as control, based on agency theory, where the
board seeks to reduce the opportunism of agents, ensur-
ing that management does not have objectives and inter-
ests antagonistic to those of shareholders and owners
[3-5]. The board serves as a crucial intermediary, facili-
tating communication between managers and sharehold-
ers. Its multifarious responsibilities include the formal
review and authorization of financial and business deci-
sions, as well as leveraging the collective expertise of its
members to provide strategic guidance [6].

Current normative frameworks and the extensive
body of corporate governance literature emphasize the
importance of board independence, positing that boards
with a higher degree of independence can yield substan-
tial benefits for organizations and their investors. This
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perspective is focused on the behavioral aspect of gov-
ernance, arguing that in less independent boards, the
monitoring function may be restricted by the psychologi-
cal tendencies of senior management, while more inde-
pendent boards have greater autonomy to make inquiries
and demands [7-10].

In general, social connections are intrinsic to the pro-
fessional and corporate environment [10], and it is
important not to neglect the impact and influence they
can have on the decision-making process and the organi-
zation’s results. Some studies report different results
about socially connected boards, presenting benefits of
the connection between the CEO and members of the
board of directors, such as improving the advisory role,
the flow of information, and enhancing internal controls
[11-17]. Interestingly, studies have revealed the pres-
ence of social connections between directors and CEOs,
underscoring the significance of these social linkages
within the realm of corporate governance [13, 14, 18-20].
These connections can span various dimensions, such as
educational, professional, and familial ties. Its develop-
ment aims to contribute to filling the research gap left by
studies by Park [10], Locatelli et al. [13, 14], Bhuyan et al.,
[11], and Ramos et al. [17] regarding the impacts of social
connections on organizational performance in the face
of various corporate governance structures, ownership
dynamics, and cultural nuances.



da Silva et al. Future Business Journal (2024) 10:31

Thus, considering that boards are made up of indi-
viduals who may relate to the CEO, and that these con-
nections may interfere with economic decisions in
management, this study aims to evaluate the effect of
social connections between the CEO and the board of
directors on the performance of organizations [21-23].

This study aims to contribute to the existing literature
by highlighting the specific influence of professional,
educational, and familial social connections. Addition-
ally, the findings aim to provide insights into corporate
governance and guide nomination and selection practices
for leadership positions. Similarly, by contextualizing the
study in an emerging market, it raises awareness of the
importance of considering specific cultural contexts and
offers tangible implications for regulatory policies, busi-
ness practices, and future research directions in the field.

Given the unique characteristics of the Brazilian mar-
ket, this study seeks to shed light on how these social
connections impact organizational performance within
the context of distinct corporate governance structures,
ownership dynamics, and cultural nuances. This research
holds significance for both the academic and practical
realms. It enriches the discourse on the effects of social
connections within an emerging market context, char-
acterized by unique cultural, economic, and governance
attributes. Additionally, it offers practical insights, serv-
ing as a resource for governance advocates looking to
reevaluate best practices and helping organizations tailor
their policies regarding the selection of CEOs and board
members. These adjustments can foster a more dynamic
and informed board of directors, promoting the sharing
of critical information among its members. Thus, the pri-
mary aim of this study was to comprehensively evaluate
the influence of social connections between the CEO and
the board of directors on organizational performance.

Literature review

The separation between ownership and control of organi-
zations has led to the emergence of conflicts inherent
to this reallocation, known as agency conflicts. Thus,
Agency Theory focuses on a rational analysis of the
relationship between the agent and the principal, along
with the mechanisms that can mitigate the problems of
this relationship. Corporate governance is a set of rules
and instruments aimed at reducing the problems aris-
ing from information asymmetry, conflicts of interest,
and opportunistic behavior in business relationships,
termed agency conflicts [24]. It involves the relation-
ships between stakeholders such as shareholders, the
board of directors, management, oversight, and control
bodies [25], enabling the translation of an organization’s
principles and values into actions that generate positive
impacts on company management [24, 26, 27].
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The board of directors is a fundamental pillar of the
management system, aiding in professionalizing busi-
ness management for the benefit of shareholders [28]. It
is responsible for controlling and advising top manage-
ment and minimizing decisions that prioritize execu-
tives” interests to the detriment of shareholder interests
[29, 30]. The literature highlights that social connections
between CEOs and board members should be considered
[13, 14, 31-33] because they can influence the restriction
or sharing of information between individuals, as well as
providing a sense of belonging [34, 35].

The influence of social connections on personal and
professional relationships has been discussed in scien-
tific studies, being classified as a sign of well-being in
the context of personal life and the possibility of maxi-
mizing integration between professionals from different
areas. The psychosocial aspect considers connections as
a driving factor for people’s better performance and for
individuals’ sense of belonging and well-being in a group
[36].

Social connections can occur based on different social
elements, linked to the individual’s history, including
professional, educational, and family connections. Pro-
fessional connections refer to connections created in
the corporate environment; they are professionals who
have already shared professional experiences in the same
company or who, at a certain point, worked in the same
organization [10, 37, 38]. Educational connections, simi-
larly, refer to connections created in the educational
training environment, which may arise through shar-
ing the same educational institution or through specific
training in which interaction between participants is pos-
sible [15, 39—42]. Family connections, as the name sug-
gests, refer to connections created by individuals who are
part of the same family, a consequence of family coexist-
ence that occurs throughout life [43]. In addition to these
elements, connections can also occur based on religious,
generational, political aspects, fraternity, sports clubs,
geographic proximity, interactions on social networks,
among others.

Social connections can give an individual a feeling of
belonging to the group they are part of, thereby increas-
ing their well-being, trust with other individuals, and
commitment to the organization [44—47]. In this way, it
is possible to argue that social connections between the
CEO and members of the board of directors can favor
the sharing of information and thus mitigate information
asymmetry.

The literature reports positive and negative aspects of
social connection in the corporate environment. Among
the benefits that social connection can provide are
increased creativity, agility in problem-solving, greater
productivity, increased commitment, higher employee
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retention rate, and reduced information asymmetry
[12, 17, 48-51]. However, social connections can gener-
ate less efficiency in processes, in addition to generating
internal conflicts and enabling the creation of an environ-
ment conducive to providing benefits to managers [8, 52].

There is growing research on the impact of social con-
nections in the corporate environment, with some stud-
ies focusing on the effects of social connections on CEO
turnover, management practices, earnings management,
and corporate performance [11, 13-17]. Lee et al. [8]
found that political affinity between CEOs and board
members is associated with a decrease in board moni-
toring, while Jang et al. [53] found that social connec-
tions between CEOs and board members can negatively
impact board monitoring, although they can positively
impact company performance [54].

Furthermore, Zhang et al. [1] found that family ties
between CEOs and board members impair board moni-
toring and result in greater internal conflicts and oper-
ating costs in China. However, larger shareholders can
reduce the negative effects of family ties. Nguyen &
Ouhadouch [16] found that French companies with
socially connected CEOs and board members have easier
access to financing. On the other hand, Gaon et al. [55]
identified that socially connected boards increase the
likelihood of operational risks in American companies.
In Brazil, Locatelli et al. [13, 14] found that CEOs with
social connections to board members are less likely to
engage in earnings management. Additionally, the prob-
ability of involuntary CEO dismissal decreases as the
social connection index increases, indicating the impact
of social connections on the board’s monitoring role.

The recognition of duality concerning social connec-
tions mitigates information asymmetry and contributes
to addressing agency conflicts. Similarly, it brings the
possibility of greater effectiveness in decision-making,
assertiveness, and enhanced internal controls. The dif-
ferentiation between organizational environments and
the Brazilian market in terms of market and govern-
ance underscores the need for specific analyses focused
on the context in which companies operate. In essence,
the ambiguous nature of social connections serves as the
foundation for a more contextually relevant and insight-
ful investigation into their effects on organizational
performance.

Due to the ambiguous nature of these aspects, it is
essential to evaluate separately the effects of different
social elements, such as educational, professional, and
family social connections, which may arise from ties
established through the sharing of similar experiences
[10, 15, 37, 42, 43, 76]. The social connection between the
CEO and the board of directors can mitigate the problem
of information asymmetry, enhancing decision-making

Page 4 of 16

effectiveness and assertiveness [6, 12, 21, 22, 48, 56],
although it may also generate agency conflicts [8]. Social
connections can promote the sharing of information,
improvement of internal controls, and enhancement of
the quality of accounting and financial information and
reports [35, 44, 50]. Previous studies have presented
ambiguous results regarding the effects of social connec-
tions between the CEO and the board of directors [57,
58]. Still, these studies were conducted in Anglo-Saxon
environments, differing from the Brazilian market in
terms of market context, governance, and ownership of
companies. Therefore, there is still room to evaluate the
effect of social connections on the performance of Brazil-
ian companies. Thus, the following hypotheses are pro-
posed and based in literature review:

H1—The degree of educational social connection
between the CEO and the members of the board of
directors has a positive impact on the organization’s
performance.

H2—The degree of professional social connection
between the CEO and the members of the board of
directors has a positive impact on the organization’s
performance.

H3—The degree of family social connection between
the CEO and the members of the board of directors has a
positive impact on the organization’s performance.

Methods

General approach

This research adopts a descriptive, documentary, and
quantitative approach. Concerning its objectives, the
study aims to delineate the effects of social connections
between members of the board of directors and CEOs
on the performance of publicly traded companies listed
on B3. The social ties under scrutiny include educational,
professional, and family connections. The documentary
data collection strategy relies on the reference forms sub-
mitted by the companies to the Securities and Exchange
Commission and the financial statements of the ana-
lyzed companies. Additionally, the quantitative approach
employs econometric models to estimate the effect of
social connections on the performance of the sample
companies.

The selection of methodology to assess the influence
of social connections between CEOs and the board of
directors on organizational performance is guided by
several crucial factors. Firstly, the complex and subjec-
tive nature of these relationships necessitated a quantita-
tive approach to quantify and comprehend their impacts.
Second, the availability of relevant data, found in corpo-
rate documents and financial reports, made document
analysis a fitting choice for data exploration [59].
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Moreover, the chosen methodology facilitates the
quantification and visualization of social connections,
identification of patterns, and measurement of rela-
tionship strength [60]. This is particularly pertinent
when examining the influence of social connections
within corporate settings.

Additionally, the quantitative approach, particularly
through econometric methods like multiple linear
regression, is deemed vital for comprehending how
social connections affect organizational performance
while controlling for other influencing factors. It also
allows for a holistic understanding by considering vari-
ous dimensions of social connections, including edu-
cational, professional, and familial aspects.

The statistical rigor provided by the methodology,
including statistical analysis and econometric tests,
validates the results and assesses the significance of the
relationships between social connections and organi-
zational performance [61]. Lastly, the chosen meth-
odology contributes to both practical and theoretical
knowledge in the domains of corporate governance
and organizational strategy, making it a comprehen-
sive and well-grounded approach for investigating the
research problem.

The methodology adopted in this research aims to
address the following question: "What is the effect of
social connections between the CEO and the board
of directors on organizational performance?" It was
designed to deepen the understanding of the effects of
social connections between CEOs and board members
on the performance of companies listed on B3. Given
the subjective complexity of these relationships, opt-
ing for a quantitative approach allows for the objective
quantification of the effects of these social connec-
tions. The documentary analysis, supported by data
from reference forms and financial statements, was
deemed appropriate, leveraging the availability of rel-
evant information. This methodology facilitates the
quantification, visualization, and identification of pat-
terns in social connections, especially when examin-
ing educational, professional, and familial influences.
The application of econometric models, such as mul-
tiple linear regression, is crucial for understanding the
impact of these connections on organizational perfor-
mance while controlling for influencing factors. The
statistical validation provided by analyses and econo-
metric tests reinforces the reliability of the results.
Moreover, this approach contributes to advancing
both practical and theoretical knowledge in corpo-
rate governance and organizational strategy, offering
a comprehensive and well-grounded investigation of
the research problem, particularly in the context of the
emerging Brazilian market.
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Sampling

The study population comprised all publicly traded com-
panies listed on B3 from 2011 to 2019, and the sample
represents a subset of that population selected in accord-
ance with the research rules and prerequisites [62]. The
selection of this timeframe is attributed to the availability
of data without the influence of unforeseen events result-
ing from the Covid-19 Pandemic. The initial year was
defined based on the demand for information provided
in the Reference Form of organizations, which includes
available information on the curricula of the board of
directors’ members and CEOs, as well as the manda-
tory publication of financial statements according to the
International Financial Reporting Standards (IFRS).

The study aimed for a target sample of 646 active
companies listed on the Brazilian Stock Exchange B3 in
December 2022. The criteria used to define the sample
involved the exclusion of financial institutions, compa-
nies with less than five years of available data, and those
lacking all the necessary data for the defined study vari-
ables. This criterion was established to maintain a bal-
anced set of observations and ensure the availability of
information for the measurement of variables. After
applying these criteria, the final sample consisted of 190
companies and 1,147 observations.

Data processing

Considering the required data, three databases were
organized: (1) registration data; (2) financial information;
(3) CEO and board member data. Table 1 outlines the
variables utilized in the study along with their respective
operationalization.

The variables selected for the model were employed in
similar studies. For instance, Mubeen et al. [23] explored
the relationship between the board chairman and firm
performance, while Jaffar et al. [59] investigated firm per-
formance. Additionally, Zhang et al. [1] examined corpo-
rate governance and the role of the board of directors in
monitoring top management. Jensen [2] highlighted the
board of directors as a bridge between managers and
shareholders, providing insights into board dynamics and
how social connections can influence this relationship.
Gupta and Wowak [7] focused on the individual charac-
teristics of directors and how these factors may constrain
board monitoring, addressing the effects of board moni-
toring based on social connections. Furthermore, Boivie
et al. [18] and Locatelli et al. [13, 14] investigated the
influence of social connections in the context of corpo-
rate governance, offering valuable insights into the impli-
cations of these connections on firm performance.

When it comes to organizational performance, three
indicators are empirically used by both industry and pre-
vious studies: ROA, ROE, and EBITDA [63, 64]. ROA,
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Table 1 Variable descriptions
Variable Operationalization
Dependent variables
ROA Measured by the ratio of the net income of company i at time t to the total assets of company i in time
t—1
ROE Measured by the ratio between the net income of company i in time t and the shareholders’ equity

of company iintimet—1
EBITDA

Independent variables

Earnings before financial results, depreciation, and taxes

Educational Social Connection (CSEduc) Measured by the proportion of directors of company i who have a social connection with the CEO based
on educational elements such as undergraduate and graduate degrees

Professional Social Connection (CSProj)  Measured by the proportion of directors who have a social connection with the CEO based on professional

elements
Family Social Connection (CSFam)
Control variables

Measured by the proportion of directors who have a family connection with the CEO

Company size

Leverage

Growth

Free Cash Flow

Operational Cycle

Board Size

Female participation in the CA

Board Independence
Duality

Big four

Novo Mercado

CEO Gender
Family business
Age Company
Sector

Year

Measured by the natural logarithm of total assets

Ratio between the sum of current and non-current liabilities by total assets

Measured in percentage terms of the evolution of revenue in year t concerning net revenue in t — 1
Ratio of free cash flow to average assets

Obtained from the sum of the average storage period and the average sales receipt period
Number of members on the board of directors

Measured by the proportion of the number of women on the board of directors concerning the total
number of directors

Measured by the proportion of the number of members of the board of directors declared as independent
Dummy variable that assumes 1 if the CEQ is also the chairman of the board of directors
Dummy variable assumes 1 if the company audit is Big4 and otherwise assumes 0

Dummy variable assumes 1 when the company is in the Novo Mercado listing segment and otherwise
assumes 0

Dummy variable assumes 1 if the CEO is female, and otherwise assumes 0

Dummy variable assumes 1 if the company is family-owned, and otherwise assumes 0
Measured by the difference between the year of observation and the date of incorporation
Dummy variables established from the economic sector are classified by B3

Dummy variables were established for each year of observation

or return on assets, indicates the profitability of invest-
ments in assets, providing insights into their return
capacity [65]. ROE, or return on equity, demonstrates a
company’s ability to generate value for the business from
the total invested capital [66]. EBITDA is one of the most
used indicators to verify a company’s performance. It
measures the potential for resource generation, already
discounting taxes, depreciation, and financial results. Its
primary function is to verify whether the organization
can generate sufficient cash through its activity to sustain
the business sustainably [67].

To identify social connections given by educational
aspects, the education level of the CEO and board
members was considered, including their undergradu-
ate and graduate education. Connected individuals were
considered those who studied at the same institution,
regardless of the year or academic degree. To charac-
terize social connections based on professional aspects,
the companies where the CEO and board members had

their professional experiences were considered. Profes-
sionals were considered connected if they had worked at
the same company, served on the board of the same com-
pany, or currently work for the same company.

Family social connections were determined by the dec-
laration of family relationships in the reference form. Con-
nected individuals were considered those who presented a
proven family relationship by the declaration. Thus, per-
formance indicators were used as dependent variables, and
social, educational, professional, and family connection
indicators were used as independent variables.

The company’s data record, sector, and year of incor-
poration were obtained, respectively, through the sector
classification provided by B3 and consulting the CNPJ in
the Federal Revenue database. Financial and economic
information was collected from the Economatica® data-
base, allowing the construction of a financial information
base and consequently, performance and economic and
financial control variables. The variables that characterize
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the company in terms of governance and ownership
were obtained by consulting the reference form sent to
the Securities and Exchange Commission and obtained
in this research using the GetDFPData package via R®
software.

To calculate the social connection index, it was neces-
sary to obtain information about the resumes of CEOs
and board members of companies, including the edu-
cational institution of academic formation, companies
where professional experiences occurred, and family rela-
tionships. Thus, the database on CEOs and board mem-
bers was also obtained.

Data analysis

In the first stage of the study, univariate descriptive sta-
tistical techniques were employed to analyze the dataset
and the characteristics of companies concerning finan-
cial, governance, and social connection variables. Sub-
sequently, in the second stage, econometric estimates
were derived from the multiple linear regression test
with cross-section pools and robust errors clustered
at the company level. Equations (1) were used to evalu-
ate the effect of social connections between CEOs and
board members on company performance. Multiple lin-
ear regression is a widely used technique in social and
economic sciences to capture the relationship between
dependent and independent variables [68]. Tests of
assumptions, including multicollinearity, autocorrelation,
normal distribution of residuals, and heteroscedasticity,
were performed, concluding that the estimation by multi-
ple linear regression was adequate.

To evaluate the study’s hypotheses, econometric mod-
els were applied, with the dependent variable being the
organization’s performance index, measured using three
different metrics: ROA, ROE, and EBITDA. For each
performance proxy utilized, variables were progressively
incorporated. This process led to the development of
nine distinct econometric estimations designed to assess
the initial hypotheses, considering social connections
in professional, educational, and familial aspects. Equa-
tion (1) was utilized to evaluate the presence of an impact
of social connections on organizational performance.
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variables. Previous studies [13, 14, 17, 31, 61] have
already employed this methodological approach to ana-
lyze the effects of CEO-board social connections.

Results and Discussion

This study categorizes variables used in the financial and
governance perspectives, and presents the descriptive
statistics of the variables for data observation. Observing
the results, all variables have the same number of obser-
vations, which is 1,147 observations, and the average
ROA of companies is 0.00971, a value like that found in
Ramos’ [35] study. It is important to highlight that ROA is
a relevant metric to evaluate organizational performance
as it indicates the company’s ability to generate returns
on its assets [64, 65]. ROE, which is the return on equity,
represents the organization’s ability to generate returns
for shareholders on the total invested capital [66]. From
the results presented in Table 2, it is possible to note that
the average ROE of companies is 0.0488, which is lower
than the obtained ROA.

EBITDA is a crucial indicator for assessing organi-
zations’ performance and their capacity for sustain-
able maintenance [63, 67]. There is substantial variation
in EBITDA values among companies, as indicated by
an average of $200 billion and a standard deviation of
$745.51 billion, with some companies showing negative
EBITDA, while others present high values [69]. Social
connections between CEOs and members of the board
of directors are established through professional experi-
ences, which can be positive but may also lead to compe-
tition among individuals [31, 41]. In Brazil, it is common
for board members to have connections through profes-
sional aspects, given the density of the board members’
network [35, 77]. Connections based on educational and
family aspects are less frequent, aligning with interna-
tional studies [31, 38, 41, 53, 78].

Despite family businesses being predominant in Brazil,
as demonstrated by the observed dataset where 47.9%
are family businesses, social connections based on family
aspects are lower. This could be attributed to the exist-
ence of corporate governance guidelines, with functional
segmentations, aiming to prevent family interests from

32

Performance;, = Po; + p1CSEduc + P2 CSProf ;, + B3CSFam;; + Z{yk Controly i} + €t (1)

k=1

The model was operationalized across three dis-
tinct phases: the first phase exclusively incorporated
the respective social connection indices (educational,
professional, and familial) as the explanatory vari-
ables. In the second phase, financial variables were
added, and the third estimation introduced governance

overshadowing the organization’s interests and provid-
ing mitigation of the risk of this overlap. Connections
based on educational aspects also exhibit a lower index
compared to connections based on professional aspects.
While there might not be a more pronounced culture
of the concept of brotherhood, as seen in Anglo-Saxon
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Table 2 Descriptive statistics of the variables

Variable Obs Mean Stand. Dev Minimum Maximum
ROA 1147 0.00971 0.209 —2.261 4073

ROE 1147 0.0488 2332 -63.57 28.36
EBITDA 1147 1.111e+06 4.004e+06 —1.480e+07 6.000e+07
CSeduc 1147 0.0905 0.139 0 0.800
CSprof 1147 0.527 0333 0 1

CSfam 1147 0.0740 0.166 0 1

Size 1147 14.97 1.586 9437 19.73
Leverage 1147 0.684 0.698 0.0847 12.23
Growth 1147 162,890 1.457e+06 —1.090e+07 2.600e+07
Cash flow 1147 0.0667 0.0892 —0481 0492
Operational cycle 1147 5048 2195 —596.2 4224
Board size 1147 7123 2441 2 17

% Female board 1147 0.0786 0.132 0 0.929

% Independent board 1147 0.259 0.225 0 1

Duality 1147 0.102 0.303 0 1

Big four 1147 0.814 0.389 0 1

Novo Mercado 1147 0.527 0.500 0 1

CEO gender 1147 0.0262 0.160 0 1

Family business 1147 0479 0.500 0 1

Age of company 1147 3334 19.27 1 128

ROA =Ratio of the net income of company i in t to the total assets of company i in t — 1; ROE =Ratio of the net income of company i in t to the equity of company i in
t—1; EBITDA =Earnings before financial results, depreciation, and taxes; CSEduc = Proportion of directors of company i who have a social connection with the CEO
based on educational elements such as undergraduate and graduate degrees; CSProf =Proportion of directors who have a social connection with the CEO based on
professional elements; CSFam = Proportion of directors who have a family connection with the CEO; Size =Natural logarithm of total assets; Leverage =Ratio between
the sum of current and non-current liabilities to total assets; Growth = Percentage of evolution of revenue in year t concerning net revenue in t — 1; Cash Flow =Ratio

between free cash flow and average assets; Operational Cycle =Sum of the average storage period and the average sales receipt period; Board size =Number of
members on the board of directors; % Female board = Proportion of the number of women on the board of directors concerning the total number of directors;

% Independent board =Proportion of the number of members of the board of directors declared as independent; Sector =Established from the economic sector
classified by B3; Duality =Dummy that assumes 1 if the CEQO is also the chairman of the board of directors; Big four=Dummy that assumes 1 if the company’s audit
is Big Four and otherwise assumes 0; Novo Mercado=Dummy that assumes 1 when the company is in the Novo Mercado listing segment and otherwise assumes 0;
CEO Gender=Dummy that assumes 1 if the CEO is female, and otherwise assumes 0; Family business =Dummy that assumes 1 if the company is family-owned, and
otherwise assumes 0; Age of Company = Measured by the difference between the year of observation and the date of incorporation

contexts, the index of social connection based on the
educational aspect found in this investigation is compara-
ble to that found in the study by Nguyen and Ouhadouch
[16].

Table 3 also presents the descriptive statistics of the
control variables used in this investigation: company size,
leverage, growth rate, cash flow, operational cycle, size
and independence of the board, female presence, duality
on the board, big four audit, companies listed on the new
market, gender of the CEO, and age of the company. In
summary, it was found that the board size ranges from 2
to 17 members, while female CEOs constitute only 2.62%.
There is a prevalence of companies audited by Big Four
audit firms (81.40%), and duality occurs in 10.58% of the
observed companies, meaning the chairman of the com-
pany and the board of directors is the same individual.

The study presented descriptive statistics and dis-
cussed the results obtained from econometric tests to
examine the hypotheses raised. To assess whether social
connections impact the performance of the analyzed

companies, three models were estimated using ROA as a
performance metric. According to Souza and Clemente
[64], ROA is an excellent metric for evaluating the per-
formance of organizations. The results of the tests are
reported in Table 3. It was found that the variable meas-
uring social connection based on professional elements,
such as having served on boards of directors, shared
professional experiences in the same organization, or
when the board member is also a member of the execu-
tive board, was significant and had a positive coefficient
on the ROA variable in all estimations. This indicates that
connections based on professional aspects can generate a
positive effect on company performance when measured
by ROA.

Additionally, based on the identified effects of CSProf,
it is possible to indicate that the impact of this type of
social connection on organizational performance, as
measured by the ROA variable in estimations 1, 2, and
3, is respectively 0.0382, 0.0231, and 0.0230. Thus, these
results suggest that an increase of 1 point in the level of



da Silva et al. Future Business Journal (2024) 10:31

Table 3 Summary of the model’s estimated ROA

(1) (2) (3)
ROA ROA ROA
CSeduc 0,00385 0,00910 0,00547
(0,0286) (0,0188) (0,0188)
CSprof 0,0382" 0,0231" 0,0230™
(0,0119) (0,00942) (0,00981)
CSfam -00726"  —0,00820 -0,0368
(0,0348) (0,0192) (0,0225)
Size 0,00502" 0,00708"
(0,00200) (0,00297)
Leverage -0,157" -0,150""
(0,0174) (0,0174)
Growth 1,92e—09 —1,52e—09
(2,79e—-09) (4,09e—09)
Cash flow 0418" 0427
(0,0437) (0,0439)
Operational cycle —0,0000385 —0,0000693"
(0,0000245) (0,0000328)
Board size 0,00198"
(0,00118)
% Female board 0,0334
(0,0239)
9% Independent board -0,0373"
(0,0167)
Duality 0,0150
(0,00926)
Big four 0,0130
(0,00853)
New Market 0,00929
(0,00768)
CEO gender —0,000430
(0,00933)
Family business 0,0173"
(0,00810)
Age of company 0,000143
(0,000135)
_cons —0,00647 —0,00305 —0,0683
(0,00820) (0,0294) (0,0418)
Sector No No Yes
Year No No Yes
Observations 1147 1147 1147
R2 adjusted 0.014 0.406 0.442
Statistic F 4,481 33,266 14,188

Standard errors in parentheses. * p <0.10, ** p <0.05, *** p<0.01. Estimates

are from the multiple linear regression test with cross-sectional pools and
robust errors clustered at the company level. ROA =Ratio between the net
income of company i in year t by the total assets of company iinyeart —1;
CSEduc="Proportion of directors of company i who have a social connection
with the CEO based on educational elements such as undergraduate and
graduate degrees; CSProf =Proportion of directors who have a social connection
with the CEO based on professional elements; CSFam =Proportion of directors
who have a family connection with the CEO; Size =Natural logarithm of total
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Table 3 (continued)

assets; Leverage = Ratio between the sum of current and non-current liabilities
by total assets; Growth = Percentage of evolution of revenue in year t in relation
to net revenue in year t — 1; Cash Flow =Ratio between free cash flow and
average assets; Operational Cycle =sum of the average storage period and the
average sales receipt period; Board size = Number of members on the board

of directors; % Female board =Proportion of the number of women on the
board of directors in relation to the total number of directors; % Independent
board =Proportion of the number of members of the board of directors declared
as independent; Sector = Established from the economic sector classified by B3;
Duality =Dummy that assumes 1 if the CEO is also the chairman of the board of
directors; Big four =Dummy that assumes 1 if the company’s audit is by the Big
Four and otherwise assumes 0; Novo Mercado = Dummy that assumes 1 when
the company is in the Novo Mercado listing segment and otherwise assumes

0; CEO Gender=Dummy that assumes 1 if the CEO is female, and otherwise
assumes 0; Family business =Dummy that assumes 1 if the company is family-
owned, and otherwise assumes 0; Age of Company =Measured by the difference
between the year of observation and the date of incorporation

social connection through professional aspects may lead
to an increase of up to 0.0382 in return on assets (ROA).
Therefore, these results indicate that social connections
through professional aspects may improve the return on
assets of companies.

It is believed that this positive effect is because social
connections can facilitate the flow and sharing of infor-
mation within companies, build trust among individuals,
and increase commitment to the organization, thus miti-
gating information asymmetry [44, 46, 70].

The results reported in Table 1 indicate that the varia-
ble measuring social connection through family elements
was significant with a negative coefficient on the ROA
variable only in estimation 1, where only independent
variables were run as predictors of the dependent vari-
able. However, when financial and governance control
variables were added in estimations 2 and 3, this variable
lost significance, indicating that familial connections on
the board of directors cannot affect company perfor-
mance due to the professionalization of management and
governance practices and regulations.

Furthermore, the variable measuring social connection
through educational elements did not show significance
on the ROA variable in any of the models, suggesting that
it is not possible to affirm that connections based on edu-
cational aspects generate a positive or negative effect on
company performance as measured by ROA.

The results obtained from the econometric tests
presented in Table 1 are aligned with previous stud-
ies cited, confirming the H2 of this research, which
proposed a positive effect of professional social con-
nections between CEO and CA on organizational per-
formance as evaluated by the ROA index. However, this
only occurs when social connections are based on pro-
fessional aspects, as connections based on educational
and familial aspects did not show signs or effects on
ROA. The results of the econometric models estimated
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to test the second hypothesis of this research are pre-
sented in the next section.

The study evaluated the effects of social connections on
the ROE (return on equity) of companies, assessing three
aspects of social connections: professional, educational,
and familial. The results indicate that none of these vari-
ables had a significant effect on ROE in any of the estima-
tions conducted. This means that social connections were
unable to generate a positive or negative effect on com-
pany performance, neither adding nor destroying value.
Therefore, it can be concluded that social connections
through professional, educational, and familial aspects
have no impact on the return on equity of the studied
companies [71].

This result differs from that found by Jang et al. [53],
who identified a positive effect of social connections
on ROE but a negative effect when moderated by cor-
porate social responsibility. According to the authors,
while prior studies have shown that social connections
can facilitate information exchange, they also believe
that they may lead to more negligent monitoring advice,
prioritizing business profitability over corporate social
responsibility.

Therefore, it is possible to indicate that the results
obtained from the estimations of the econometric tests
presented in Table 3 do not support any of the research
hypotheses suggesting a positive effect of CEO-to-board
social connections on organizational performance when
measured by ROE. In the next section, the results of
the econometric models estimated to evaluate the third
hypothesis of this research are reported.

To verify if social connections impact the performance
of the analyzed companies, EBITDA was used as a per-
formance metric, and three different models were esti-
mated. EBITDA is the most used index in the market to
assess the potential cash generation capacity of a com-
pany, in other words, to evaluate if the organization can
sustainably generate cash to maintain its operations [21,
67, 72]. The test results are reported in Table 4.

From the presented results, it can be observed that in
estimation 1, where only independent variables are run as
predictors of the dependent variable, all social connection
variables, whether related to professional, educational, or
familial aspects, were significant for the EBITDA vari-
able. However, the professional aspect connection vari-
able showed a positive coefficient, while the educational
and familial aspect connection variables had negative
coefficients. This indicates that, based on estimation 1,
when measured by EBITDA, social connections based on
professional aspects can generate a positive effect, while
those based on educational and familial aspects can gen-
erate a negative effect on organizational performance.
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Table 4 Summary of ROE estimated models
(1) (2) (3)
ROE ROE ROE
CSeduc 0,0157 0,0231 0,0491
(0,0882) (0,0918) (0,0868)
CSprof 0,0104 0,00935 0,00372
(0,0496) (0,0514) (0,0538)
CSfam —-0,0131 0,0340 0,0300
(0,0712) (0,0786) (0,0916)
Size —0,00700 —0,00766
(0,0101) (0,0157)
Leverage 0,105 0,143™
(0,0408) (0,0415)
Growth 3,35e—-08 1,27e—08
(241e-08) (2,99e—-08)
Cash flow 0946 0911
(0,237) (0,249)
Operational cycle —0,0000206 —0,000183
(0,000231) (0,000310)
Board size 0,00206
(0,00652)
% Female board 0,0455
(0,146)
% Independent board -0,102
(0,109)
Duality —0,0344
(0,0424)
Big four 0,135"
(0,0525)
New Market —0,0469
(0,0418)
CEO gender —0,0645
(0,0392)
Family business 0,0370
(0,0432)
Age of company 0,000344
(0,000627)
_cons 0,0552 0,0217 0,00397
(0,0345) (0,152) (0,218)
Sector No No Yes
Year No No Yes
Notes 1147 1147 1147
R2 adjusted — 0,003 0,024 0,037
Statistic F 0,032 3,422 2,936

Standard errors in parentheses. * p<0.10, ** p <0.05, *** p<0.01. Estimates are
from the multiple linear regression test with cross-section pools and robust
errors clustered at the company level. ROE =Ratio between the net income of
company i in year t by the equity of company i in year t — 1; CSEduc =Proportion
of directors of company i who have a social connection with the CEO based

on educational elements such as undergraduate and graduate degrees;
CSProf =Proportion of directors who have a social connection with the CEO
based on professional elements; CSFam = Proportion of directors who have

a family connection with the CEO; Size =Natural logarithm of total assets;
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Table 4 (continued)

Leverage =Ratio between the sum of current and non-current liabilities by total
assets; Growth =Percentage of evolution of revenue in year t in relation to net
revenue in year t — 1; Cash Flow = Ratio between free cash flow and average
assets; Operational Cycle=sum of the average storage period and the average
sales receipt period; Board size =Number of members on the board of directors;
% Female board = Proportion of the number of women on the board of directors
in relation to the total number of directors; % Independent board =Proportion
of the number of members of the board of directors declared as independent;
Sector = Established from the economic sector classified by B3; Duality =Dummy
that assumes 1 if the CEO is also the chairman of the board of directors; Big
four=Dummy that assumes 1 if the company’s audit is by the Big Four and
otherwise assumes 0; Novo Mercado =Dummy that assumes 1 when the
company is in the Novo Mercado listing segment and otherwise assumes 0; CEO
Gender=Dummy that assumes 1 if the CEO is female, and otherwise assumes 0;
Family business=Dummy that assumes 1 if the company is family-owned, and
otherwise assumes 0; Age of Company = Measured by the difference between
the year of observation and the date of incorporation

Based on the results reported in Table 4, it can be
noted that in estimation 2, where financial variables are
included, social connection variables (professional, edu-
cational, and familial) lose significance on the EBITDA
variable, i.e., they are not capable of generating a positive
or negative effect on the performance of the studied com-
panies when measured by EBITDA.

Furthermore, based on the results presented in Table 4,
it can be observed that in estimation 3, where financial
and governance control variables are included, social
connection variables related to professional and familial
elements are significant, with positive and negative coef-
ficients, respectively. This indicates that when EBITDA
is measured with the presence of financial and govern-
ance variables, social connections related to professional
aspects can have a positive effect on performance, while
social connections related to familial aspects can harm
the performance of organizations. Social connections
related to educational aspects did not show significance
on the EBITDA variable, indicating that this type of con-
nection does not have a positive or negative effect on the
performance of the studied companies.

The significance and positive impact observed in
social connections related to professional aspects on the
EBITDA variable align with previous studies [35, 48, 50,
51] that argue that professional connections can improve
information flow, increase commitment and productivity,
and lead to faster decision-making. Similarly, the signifi-
cance and negative impact observed in social connec-
tions related to familial aspects on the EBITDA variable
align with studies [8, 52, 53] that argue that familial social
connections can create an environment that favors ben-
efits to managers, leading to increased operational costs,
reduced efficiency in organizational operations, and
lower quality monitoring by the board.

The results obtained from the econometric tests pre-
sented in Table 5 are consistent with previous studies,
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as mentioned earlier. However, contrary to what was
predicted in H3, we identified a negative effect of famil-
ial connections on performance measured by EBITDA.
Nevertheless, a positive effect was identified when social
connections were related to professional aspects, which
allows us to accept H2. Social connections related to edu-
cational aspects did not show significance, which does
not allow us to accept the stated H1.

Implication and limitations

The study has demonstrated that social connections
based on professional aspects positively impact organi-
zational performance, particularly when measured by
ROA. This implies that developing and leveraging profes-
sional networks among CEOs and board members can be
beneficial for companies aiming to improve their finan-
cial performance. The findings indicate that familial con-
nections between CEOs and board members can have a
negative effect on company performance when measured
by EBITDA. This suggests the importance of establishing
governance practices and regulations to mitigate poten-
tial conflicts of interest arising from familial connections
in corporate governance.

In contrast, social connections based on educational
aspects did not show a significant impact on organiza-
tional performance. This implies that such connections
may not be as influential as professional or familial con-
nections in shaping company performance. The study’s
focus on the Brazilian context, an emerging market,
provides valuable insights into the impact of social con-
nections on company performance. This context-specific
analysis fills a gap in the literature, which has focused on
Anglo-Saxon environments. It highlights the relevance
of considering the local business culture and dynamics
in understanding the effects of social connections. These
findings have broader implications for corporate govern-
ance, executive appointments, and decision-making pro-
cesses. Regulators, shareholders, and stakeholders should
be aware of the social connections between CEOs and
board members and their potential impact on organiza-
tional performance, especially in emerging markets.

It is worth noting that cultural nuances in Brazil play
a crucial role in shaping social connections within cor-
porate environments, consequently influencing organi-
zational performance. The socio-cultural landscape of
Brazil is characterized by a strong emphasis on interper-
sonal relationships, familial ties, and longstanding profes-
sional networks. These connections often extend into the
business realm, impacting the dynamics between CEOs
and board members.

These are collectivist relationships grounded in inter-
personal connections. In the context of corporate
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Table 5 Summary of estimated EBITDA models

(1 2 (3)
EBITDA EBITDA EBITDA
CSeduc 168199557 61,8824 200,358,3
(359,168,1) (297,613 ,3) (278,209,0)
CSprof 891,624.0"" 276,0199 4205171
(256,488,5) (202,000,0) (208,707,2)
CSfam —1,804,524,0"" 220,647,2 ~516,307,0"
(305,664,7) (254,659,9) (246,087,2)
Size 786,0958"" 688,183,5"
(77,998,7) (68,339,6)
Leverage 167,552,9 —20,6984
(118,401,8) (115,283,5)
Growth 0,706™" 0,734
(0,238) (0,233)
Cash flow 41173396 37727153
(891,908,6) (771,175,5)
Operational cycle —-416.9 4346
(307.4) (426,2)
Board size 1264717
(31,018,5)
% Female board 551,272,8
(352,546,3)
% Independent -1573171,17
board
(352,044,0)
Duality 406,699,2"
(136,715,8)
Big four -11,196,7
(132,981,2)
New Market 5674462
(192,930,7)
CEO gender 87,1318
(131,762,6)
Family business 42755268
(153,839,5)
Age of company ~75004"
(3229,8)
_cons 810,724,5" —-11,390,163,8™" —10,679,3038™
(130,629,7) (1,163,990,9) (1,121,633,2)
Sector No No Yes
Year No No Yes
Observations 1147 1147 1147
R2 Adjusted 0.025 0.329 0423
Statistic F 13,050 17,821 8943

Standard errors in parentheses. * p<0.10, ** p <0.05, *** p<0.01. Estimates are
from the multiple linear regression test with cross-section pools and robust
errors clustered at the company level. EBITDA =Earnings before financial
results, depreciation, and taxes; CSEduc = Proportion of directors of company

i who have a social connection with the CEO based on educational elements
such as undergraduate and graduate degrees; CSProf =Proportion of directors
who have a social connection with the CEO based on professional elements;
CSFam = Proportion of directors who have a family connection with the CEQ;

Page 12 of 16

Table 5 (continued)

Size = Natural logarithm of total assets; Leverage = Ratio between the sum

of current and non-current liabilities by total assets; Growth = Percentage

of the evolution of revenue in year t in relation to net revenue in yeart—1;

Cash Flow =Ratio between free cash flow and average assets; Operational
Cycle=sum of the average storage period and the average sales receipt

period; Board size =Number of members on the board of directors; % Female
board =Proportion of the number of women on the board of directors in
relation to the total number of directors; % Independent board =Proportion

of the number of members of the board of directors declared as independent;
Sector =Established from the economic sector classified by B3; Duality =Dummy
that assumes 1 if the CEO is also the chairman of the board of directors; Big
four=Dummy that assumes 1 if the company’s audit is by Big4 and otherwise
assumes 0; Novo Mercado =Dummy that assumes 1 when the company

is in the Novo Mercado listing segment and otherwise assumes 0; CEO
Gender=Dummy that assumes 1 if the CEO is female, and otherwise assumes 0;
Family business =Dummy that assumes 1 if the company is family-owned, and
otherwise assumes 0; Age of Company =Measured by the difference between
the year of observation and the date of incorporation

governance, this collectivism can foster strong social
connections and influence decision-making processes
and organizational dynamics. Trust and loyalty, intrin-
sic values in Brazilian culture, can not only deepen these
connections but also contribute to a sense of unity within
the leadership team. Similarly, familial ties can permeate
corporate structures. The identification in the study of
familial social connections capable of impacting organi-
zational performance aligns with the cultural inclination
toward familial bonds in Brazil. Familial connections can
create a sense of loyalty and support, but they can also
lead to favoritism or conflicts of interest.

Furthermore, the country’s communication style, char-
acterized by implicit communication and reliance on
contextual cues, can amplify the importance of social
connections. These cues often nurture and maintain
social ties and influence strategic decision-making pro-
cesses. Thus, it is evident that, in terms of organizational
performance, these cultural nuances can have both posi-
tive and negative effects.

The study recognizes the need for robust testing in
future research, indicating that the results should be
interpreted with caution. Regulatory changes or con-
textual variations could influence the conclusions, and
these should be considered in future research to provide
a more comprehensive understanding of the relationship
between social connections and performance.

Policy recommendations

To enhance corporate governance and transparency,
regulatory bodies and government agencies should con-
sider implementing guidelines mandating more compre-
hensive and transparent disclosure of social connections
between CEOs and board members within companies.
This increased transparency allows stakeholders to bet-
ter evaluate the potential impact of social connections on
organizational performance. Companies themselves can
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further strengthen their governance practices by assess-
ing the social connections of CEOs and board members
as part of the nomination process. This ensures that
appointments are made based on objective criteria, and
social connections are considered in a balanced manner.
Additionally, promoting inclusion and diversity policies
within boards can mitigate biases arising from social con-
nections, as a diverse board composition reflects different
perspectives and experiences. Furthermore, companies
may consider enhancing their corporate governance
practices, including reinforcing board independence and
implementing more robust monitoring mechanisms, to
mitigate potential conflicts of interest stemming from
social connections.

It is crucial to recognize the limitations of these pol-
icy recommendations. Future research should delve
into the influence of specific regulatory factors in dif-
ferent countries on social connections and their impact
on organizational performance, allowing for a nuanced
understanding of the regulatory landscape. Investigat-
ing how inclusion policies, like gender quotas on boards,
affect social connections and organizational performance
can shed light on how such policies might mitigate or
amplify these effects. The role of political and cultural
context in shaping social connections warrants further
examination, and case studies of companies managing
social connections in various political contexts can pro-
vide valuable insights. Longitudinal studies can track the
evolution of social connections and their implications
over time, considering dynamic political, economic, and
regulatory factors. Additionally, research evaluating the
impact of public policies aimed at fostering transparency
and effective governance in companies regarding social
connections is essential to inform regulatory develop-
ment and corporate practices.

Conclusions

When evaluating the impact of social connections on
organizational performance, it was possible to observe
that professional social connections have a positive
influence on ROA and EBITDA, while educational con-
nections did not exhibit a significant effect. Familial con-
nections were identified as detrimental to EBITDA (as
seen in [8, 35, 48, 50-53].

This study provides valuable insights into the intri-
cate relationship between CEOs and the Board of Direc-
tors concerning social connections and their impact
on organizational performance, specifically within the
emerging market of Brazil. Our findings notably indicate
that professional connections can enhance performance
by facilitating information flow, strengthening internal
controls, and improving advisory functions. Conversely,
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family connections exert a negative influence, potentially
leading to decisions that prioritize familial interests over
organizational goals.

The implications of this research extend to a diverse
selection of stakeholders, including regulatory bodies,
shareholders, and organizations themselves. Regulatory
authorities may contemplate the feasibility of mandat-
ing the disclosure of a CEO x board of directors’ social
connection index in corporate reports, providing stake-
holders with invaluable insights into corporate govern-
ance. Furthermore, these findings can guide governance
policies, helping organizations make informed decisions
regarding board composition and the degree of social
connections, based on their unique needs and challenges.

Additionally, this study contributes to the discourse
on corporate governance by illuminating the nuanced
dynamics of social connections within the Brazilian con-
text, an emerging market. It underscores the significance
of comprehending social connections in markets char-
acterized by distinct governance structures, ownership
patterns, and market attributes. Notably, this research
distinguishes itself by evaluating the direct influence of
social connections on the performance of Brazilian com-
panies, a dimension that has not been comprehensively
explored heretofore.

The conclusions of this study should be interpreted
with caution, considering various factors that may impact
the validity of the findings. Firstly, the specificity of the
sample consisting of companies listed on a specific Bra-
zilian stock exchange may limit the generalizability of
the results to non-listed companies or different market
contexts. Additionally, the reliance on data from sec-
ondary sources, such as corporate reports and financial
databases, introduces the possibility of inaccuracies and
reporting bias, which could influence the quality of the
data used in the analysis.

Another limitation to be considered is the exclusion of
unexplored variables that could influence organizational
performance, as the study focused on educational, pro-
fessional, and familial connections, neglecting to exam-
ine other relevant factors. Furthermore, the study did not
delve into the investigation of the influence of political
and regulatory dynamics, which could impact social con-
nections and their effect on organizational performance.
The observational and cross-sectional nature of the study
prevents establishing causal relationships, underscoring
the need for future research with a longitudinal approach
to understand the evolution of social connections over
time. These limitations highlight the importance of inter-
preting the results within the context of methodological
constraints and encourage the conduct of more com-
prehensive studies to deepen the understanding of this
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complex interplay between social connections and cor-
porate success.

Future research in the field of corporate governance
and social connections can take several directions to
deepen the understanding of this relationship. Firstly,
an exploration of the impact of specific regulatory fac-
tors across different countries on social connections
and their consequences for organizational perfor-
mance could provide valuable insights. This compara-
tive analysis may uncover variations in the influence of
regulatory environments, shedding light on how social
connections adapt to diverse governance structures.

Secondly, an investigation into the cross-cultural
influences on social connections would contribute to
understanding how these dynamics vary across differ-
ent cultural contexts. The study of social connections
within diverse cultural settings could reveal nuanced
patterns and behaviors, further enhancing our compre-
hension of their role in corporate decision-making.

Additionally, future research could focus on the
effects of inclusion policies, such as gender quotas on
boards, on social connections and organizational per-
formance. This line of inquiry to whether these policies
act as mitigating factors or exacerbate the impact of
social connections, providing insights into the interplay
between diversity initiatives and corporate governance.

Longitudinal studies represent another avenue for
research, tracking the evolution of social connections
over time. These studies, considering dynamic politi-
cal, economic, and regulatory factors, could capture
the changing nature of social connections and their
implications for organizational decision-making pro-
cesses. This longitudinal perspective would offer a more
nuanced understanding of the temporal dynamics of
social connections.

Moreover, conducting case studies on how companies
manage social connections in various political contexts
would provide practical insights. Analyzing organiza-
tional strategies to navigate potential conflicts of inter-
est arising from social connections could offer valuable
lessons for effective corporate governance practices.

Lastly, a critical area for exploration involves evalu-
ating the impact of public policies aimed at fostering
transparency and effective governance regarding social
connections. Understanding how these policies influ-
ence disclosure practices and decision-making pro-
cesses can inform both regulatory development and
corporate practices, contributing to the ongoing dis-
course on corporate governance effectiveness.
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