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We investigate how outside directors define their director role under
institutional change using the grounded theory approach. Based the semi-structured interviews with
70 directors and executives in Japanese firms, we are able to identify some important factors that
shape the outside directors’ role identity. Our findings suggest that while role identity of
outside directors is quite diverse because of the role ambiguity caused by institutional change,
they try to make sense of competing institutional logics influenced by executives’ sensegiving on
the director role and by external expectation created by the new governance regime leading them to
choose different responses. In the institutional context where agency logic has not deeply
penetrated, the formation of outside directors’ role identity is subject to influences from the
interactions of multiple logics and the executives’ sensegiving which aims to shape the preferred
definition of the role of outside directors.
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