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We analyze a unique database from a sample of real-world boardrooms — minutes of
board meetings and board-committee meetings of eleven business companies for which
the Israeli government holds a substantial equity interest. We use these data to evaluate
the underlying assumptions and predictions of models of boards of directors. These
models generally fall into two categories: ‘‘managerial models’’ that assume boards play
a direct role in managing the ﬁrm, and ‘‘supervisory models’’ that assume that boards
monitor top management but do not make business decisions themselves. Consistent
with the supervisory models, our minutes-based data suggest that boards spend most of
their time monitoring management: approximately two-thirds of the issues boards
discussed were of a supervisory nature, they were presented with only a single option in
99% of the issues discussed, and they disagreed with the CEO only 2.5% of the time.
Nevertheless, at times boards do play a managerial role: Boards requested to receive
further information or an update for 8% of the issues discussed, and they took an
initiative with respect to 8.1% of them. In 63% of the meetings, boards took at least one of
these actions or did not vote in line with the CEO. Taken together our results suggest that
boards can be characterized as active monitors.
& 2012 Elsevier B.V. All rights reserved.

JEL classiﬁcation:
G30
L20
Keywords:
Boards of directors
Board minutes
Corporate governance
Supervisory models
Managerial models

$
Miriam Schwartz-Ziv is from Harvard University and Northeastern University, e-mail: miriam.schwartz@mail.huji.ac.il. Michael S. Weisbach is
from Ohio State University, NBER, and SIFR, e-mail: weisbach@ﬁsher.osu.edu. Miriam Schwartz-Ziv is very grateful to Eugene Kandel and Michael
Weisbach, the co-advisors of her Hebrew University doctoral dissertation, upon which this paper is based. We thank the executive and non-executive
employees of the Government Companies Authority of Israel who allowed us both formally and practically to conduct this research; the companies
studied that kindly provided us with private and sensitive data; and seminar participants at Babson University, Brown University, Northeastern
University, Ohio State University, Purdue University, the European Financial Management Association 2011 conference, the Western Economic
Association 2012 conference, and the Financial Management Association 2012 conference, as well as the following people who shared their thoughts
and advice at different stages of the preparation of this paper: Renée Adams, Amir Barnea, Steven Davidoff, Ada Demb, Dave Denis, Alon Eizenberg, Isil
Erel, Rudi Fahlenbrach, Julian Franks, Ann Gillette, Ilan Guttman, Assaf Hamdani, Randal Heron, E. Han Kim, Stephanie Kramer, Saul Lach, Alexander
Ljungqvist, Udi Nisan, Nadya Malenko, Avri Ravid, Artur Raviv, Karen Selody, Daniel Schwartz, Schraga Schwartz, Eytan Sheshinski, Léa Stern, Yuhai Xuan,
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1. Introduction
Given their central role in corporate governance, boards of
directors have become a popular topic of research. A recent
search of Social Science Research Network for ‘‘board of
directors’’ yielded more than two thousand research papers
on the topic.1 A major difﬁculty in designing research about
boards of directors is that the day-to-day workings of a
boardroom are private, so that to understand the roles of
boards, researchers must draw (possibly incorrect) inferences
about their decision-making process from publicly observable
data. The most common empirical research strategy on
boards is to gather data on their structure and to draw
inferences about what boards do from the way in which this
structure affects observable variables about the ﬁrm. Theoretical research generally starts from a premise about what
kinds of decisions boards make (managerial or supervisory),
as well as the process by which these decisions are made. The
uncertainty about the extent to which the empirical inferences are correct, and to which the underlying assumptions of
the theoretical models characterize real world boards limits
the applicability of this research.
In this paper, we supplement existing research, which is
primarily based on publicly available data, with private data
on the detailed minutes of board meetings for 11 Israeli
business companies in which the government has a substantial equity interest (government business companies, or
GBCs). Each set of minutes covers a year of meetings within
the 2007–2009 period. These minutes show the details of
board and board-committee meetings, including all the
statements made by every participant in each meeting.2
As such, they are signiﬁcantly more detailed than minutes of
American companies, which are usually thoroughly scrutinized by legal experts and describe board meetings only
roughly. We transform the minutes into a quantitative
database that characterizes the board meetings, allowing
us to assess the way in which the boards work and interact
with management. For each issue discussed, we describe
what was discussed, whether an update was delivered or a
decision was made by the board, whether there were any
dissenting votes, whether the decision followed the recommendation of the chief executive ofﬁcer (CEO), whether the
board took an initiative to modify, deﬁne more speciﬁcally,
or propose an alternative action to be taken, whether the
board requested to receive further information or an update,
and whether the board was presented with at least two
proposals to consider. This database consists of the minutes
from 155 board meetings and 247 board-committee meetings, in which 2,459 decisions were made or updates were
given (1,422 decisions and 1,037 updates).3
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The search was done on April 4, 2012.
These minutes are complete and were not censored for sensitive
information. In addition, the directors did not know the minutes would
be used for an academic study. Perhaps a more accurate description than
‘‘minutes’’ would be ‘‘transcripts’’, but we use ‘‘minutes’’ throughout the
paper because that is what they are referred to in practice.
3
The minutes of meetings total 4,758 pages. The average number of
pages of minutes per board meeting is 14.2; for board-committee
meetings it is 10.5.
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This paper is the ﬁrst to analyze board minutes in a
systematic fashion. Doing so has a number of advantages
over traditional empirical work that employs publicly
available or interview-based data. Outcome-based empirical work typically relates board composition to observables
such as CEO turnover, a hostile takeover, or adoption of a
poison pill.4 These events, albeit extremely important, are
unusual and do not reﬂect the day-to-day functions of
boards. In addition, a number of studies rely on questionnaires or interviews with CEOs and directors, with the goal
of capturing the essence of the way in which they work
together.5 Yet, these studies rely on directors’ memories
and willingness to disclose their own actions, and they can,
therefore, reﬂect inﬂated perceptions of directors regarding
their own abilities and their contribution to the ﬁrm. The
advantage of the minutes we analyze is that they record
everything that happened at the meetings and provide a
clear picture of what boards actually do.
A fundamental problem in the literature on boards of
directors is that it has not agreed on the process by which
boards govern the ﬁrm. Because of the complexity of the
decision-making process inside ﬁrms, formal models of
boards have generally focused their analysis on one
particular role boards play. Some, including Song and
Thakor (2006), Adams and Ferreira (2007), and Harris
and Raviv (2008), adopt a ‘‘managerial’’ approach to
boards of directors that presumes boards make managerial decisions such as which projects to undertake, and
which employees to hire. These models emphasize the
board’s role with respect to what Fama and Jensen (1983)
deﬁne as the ‘‘Decision Management’’ component of the
decision process (i.e., the ratiﬁcation and monitoring of
decisions).
Alternatively, the ‘‘supervisory’’ approach, adopted by
models such as Hermalin and Weisbach (1998), Almazan
and Suarez (2003), and Raheja (2005), starts from the
assumption that the main function of boards is to monitor
and assess the CEO, rather than to intervene in particular
issues. This approach models the board’s role in what
Fama and Jensen (1983) refer to as the ‘‘Decision Control’’
part of the decision process (i.e., the initiation and
implementation steps). The minutes data allow us to do
the somewhat unorthodox testing of the underlying
assumptions made in each of the two approaches, in
addition to testing their predictions.
Consistent with the supervisory approach, for the
sample of GBCs we consider, boards discuss issues we
classiﬁed as supervisory approximately two-thirds of the
time. In addition, most of the time boards go along with
the CEO’s wishes: in only 2.5% of the cases did boards
partially or completely vote against the CEO. Finally, we
ﬁnd that only 1% of the time was the board presented
with more than one alternative to choose from.
However, we also ﬁnd evidence suggesting that some
of the time boards do play a managerial role. On average,
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See Weisbach (1988), Shivdasani (1993), and Brickley, Coles and
Terry (1994).
5
See, for example, Mace (1971), Lorsch and MacIver (1989) or
Adams (2009).

