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ABSTRACT 

Based  on  a  longitudinal  data  set,  the  paper  analyzes  the  effect  of  performance  declines  on  governance
mechanisms. We investigate the relationship as suggested by agency and stewardship theories. We provide
arguments consistent with both theories of board roles. Consistent with agency theory-driven predictions,our
results indicate that board monitoring intensity increases in the period following declines in performance. We
find evidence that lower performance in firms is followed by greater board independence and lower CEO and
top management power.   
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