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Abstract

The behavioral view of corporate governance has derived from the behavioral view of the firm, which arguably rests on more
realistic assumptions than the economics rooted positive agency theory with regard to the heuristics of managerial action. In
addition to the bounded rationality condition, the principle of satisfying and the assumption on routinisation in the decision-making
process, the behavioral view treats organizations as complex social systems. They constitute venues of power battles among the
coalitions of corporate actors realizing often conflicting goal agendas. It is therefore probably the most explicit about the existence
of phenomena of power and politics in the corporate settings among all theories of the firm.

Keywords: PAT (Positive Agency Theory)

Introduction

Recently published work, suggest enriching the under socialized
agency perspective with the predictions of the behavioural theory
of the firm. They refer to this cross theoretical hybridization as
the behavioural theory of corporate governance. Within that
framework, they distinguish two main mechanisms that impact on
behaviour and actions of actors involved in governance processes
in corporations, i.e. the socially situated and socially constituted
agency [1,2]. PAT, as an under socialized and actor centric theory,
concentrates on examining patterns, according to which individuals
voluntarily, however rationally, realize their own goal agendas.
They are motivated by self-interest and differential personal risk
preferences, as well as are subject to informational and incentive
constraints. In effect, PAT governance mechanisms tend to be
formal in nature. They take a form of either incentive for managers
as agents or means of monitoring/controlling them. They are
construed to provide safeguards against such actions of managers,
who driven by their self-interest may be potentially deviating from
the desired organizational and/or societal outcomes. This unfolds
by aligning managerial interests with those of shareholders or
disciplining managers as agents. Infuse the agency relationships
with the social context. They emphasise that corporate leaders do
not operate in the social vacuum. On the contrary, they act in the
socially constructed and interpreted reality. In the methodological

sense, they enrich the of the individual human action in corporate
governance, as posited in PAT, with the social fabric of norms,
values and beliefs, and point towards the socio-cognitive processes
as actual frames, within which particular board members enact
their decision-making processes [3,4].

In other words, in this cross-theoretical framework and
conceive the missing link between the macro-social explanations
of well-functioning corporate governance practice, as offered by
the economics-rooted PAT, and the micro-behaviour that is most
likely to actually unfold in the boardroom reality. The term ‘socially
situated’ is thought of in recognition of the fact that in any given
situation individuals are enmeshed in a set of social relationships,
networks, as well as institutions, which have influence on their
perceived individual agency (e.g., a manager being accountable to
non-executive directors directly, and to shareholders indirectly).
Therefore, they represent crucial contingencies that ultimately
shape the behaviour of individuals. The notion ‘socially constituted,,
in turn, is conceived to capture a deeper kind of influence of the
social context on the perception of the individual agency than it is
the case with the socially situated agency. This concept emphasizes
ways in which individuals’ socialization into performance of their
particular roles (e.g., as a manager, a Chairman, a non-executive
director), as well as their cumulative personal experiences to
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date, determine what they regard as possible or realistic in a given
situation. The perceived individual agency, shaped through these
processes, ultimately precipitates in a specific socio-cognitive
orientation that particular board members adopt in their socially
constructed boardroom reality. There have emerged entire streams
of empirical research, which, even if it does not fully explain the
theoretical rationale of the suggested behavioural theory of
corporate governance, explicitly examines the socio-cognitive
processes and behavioural tactics that are likely to unfold in the
boardroom reality. They act as contingencies that shape decision-
making processes by particular board members. For example,
predicts the likely board outcomes as a result of competition and
collaboration between the executive and non-executive directors in
the boardroom. Research pluralistic ignorance on boards. Scrutinize
favour rendering, ingratiation tactics and norms of reciprocity.
Analyze the processes of symbolic and impression management,
together with organizational/ institutional decoupling [4,5]. Finally,
look at the social distancing tactics as a means of disciplining and/
or demonstrating ostracism towards those minority coalitions,
which step out of the line dictated by the dominant board fraction.

Culturally determined agency

The notions of social situatedness and constitution fall close to
concept of habitus. He coined it in elaborating on his view of power
as internalized constraints. His perspective is methodologically akin
to the conceptualizations of power, who regarded it as a ubiquitous
abstract and subtle force that is impacting on individuals in such a
way, that they actually act as their own over-seers. They discipline
themselves and the existing social relationships thus arise as the
natural order. These arguments suggest that the individual agency as
perceived by particular social actors is de facto socially constructed,
whereby this process is hugely influenced by the position of a given
actor in the existing structure of social relationships. In corporate
governance of domestic firms, the socio-cognitive processes that
shape board members’ perception of their individual agency are
described in the aforementioned contributions. However, such
developments can also occur on Pharmaceutical Instituions’ boards
[6-8]. There is one characteristic, though, which makes corporate
governance in Pharmaceutical Instituions distinctively different

from corporate governance in their domestic counterparts.

This is the phenomenon of culture and cultural differences
between nation states. It is also the distinctive feature of the
entire international business research, and hence we have it as a
separate field of study in management science. Without drilling
deeply into intricacies of accountability chains on boards within the
Pharmaceutical Institutions headquarters and within its foreign
subsidiaries separately, I therefore propose the view of culturally
determined agency. The notion is to capture the socio-cognitive
processes that particular board members in a given foreign
subsidiary and their counterparts in the Pharmaceutical Institutions
headquarters are exposed to, being located at the interface of Luo’s
(2005a, 2005b) 1%- and 2"-tier governance [9,10]. I suggest this
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view as a specificand distinctive feature of the corporate governance
in Pharmaceutical Institutions. It incorporates cultural influences
on the processes of social construction of the perceived individual
agencies by particular board members at both governance levels
and constitutes a significant portion of the overall variance of all
types of impact factors on these processes [11,12].

Conclusion

Other
distinguished in the academic literature comprise:

corporate governance mechanisms

typically

a) Minority investors’ protection rights.
b)  Ownership concentration.

c¢) Incentive alignment (performance- related executive pay
contingency).

d) Direct shareholders’ control (e.g. voting at the annual
general meeting (AGM)).

e) Managerial labour market (reputation effects).
f)  Market for corporate control (takeover activity).

g) Product market competition.

Controversies
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Figure 1: A model of culturally determined agency.

- J

Pharmaceutical Instituions has putting less effort to national
economic systems. Principal of the Institutions has not report to
college in time. They have alcohol dependency and smoker addict
[13-15]. Self-Report of such habit, Inconsistent alcohol use and
Non-use are Poor Predictors of malpractice Prevalence among
Pharmaceutical Instituions principal who have alcohol dependency
with other Pharmaceutical Instituions Principal. Assessment of the
population-level effectiveness of the Avahan bad habit -prevention
programme in Pharmaceutical Instituions in India: a preplanned,
causal-pathway-based modelling analysis has been under way.
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This reasoning is summarised in Figure 1 A model of culturally

determined agency.
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