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EDITORIAL 
 

 

Dear readers! 

 

The recent issue of the journal Corporate Ownership and Control pays attention to issues of corporate 

ownership and control and board practices. Control rights, company performance, corporate 

governance in Australia and Brazil are also under the scope of researches. More detailed issues are 

given below. 

H. C. Martins, C. A. Gonçalves, J. A. S Neto, M. A. Gonçalves, R. M. Muniz analyzes the constitution 

of the directors boards, based on their attributes, and the impact of this configuration on the roles and 

responsibilities of the board members in Brazilian Family Businesses. BEN MOUSSA Fatma, 

CHICHTI Jameleddine tests the efficiency of the ownership structure and the debt policy as 

mechanism of resolution of agency conflicts between shareholders and managers. Harjinder Singh, 

Rick Newby, Inderpal Singh states that prior research has linked audit quality with large audit firms. 

Consequently, a dichotomous variable, Big N/non-Big N has traditionally proxied for audit quality. 

Applying a different measure of audit quality than audit fee, their paper investigates whether a single 

dummy variable for Big N is an appropriate proxy for audit quality in explaining differences in the 

existence of clients‘ internal audit (IA) function. Wan-Ying Lin examines the impact of firm‘s listing 

status on the relationship between corporate governance and cost of bank loans. Karima Dhaouadi 

seeks to understand how the firm‘s ownership structure and the board of directors‘ composition 

influence the structural capital. The latter is apprehended by two main levers: innovation ("R&D") and 

firm‘s reputation. Rodrigo Miguel de Oliveira, Ricardo Pereira Câmara Leal, Vinicio de Souza e 

Almeida did not find any consistent evidence that the presence of the largest Brazilian pension funds 

as relevant shareholders is associated to higher corporate governance scores by public Brazilian 

companies.  

HU Dan, ZHENG Haiyan investigates the relationship between control rights, cash flow rights, and 

firm performance across a sample of 276 China‘s private listed companies (CPC) from 2003 to 2008. 

The main purpose of the study of Ioraver Nyenger Tsegba and John Iorpenda Sar is to ascertain 

whether alternative corporate ownership and control structures give rise to significant differential firm 

performance in light of Nigeria‘s conflicting polices regarding the ownership structure of the state 

owned enterprises.  

Tasadduq Imam, Abdullahi Ahmed, Kevin Tickle tries to relate company performance (in terms of 

different measures) to corporate governance characteristics (like board size, internal or external 

majority governance) for the publicly listed information technology (IT) companies in Australia. A 

sample of 55 such companies are considered. Neil Hartnett in the study considers the association 

between corporate governance attributes and IPO return behaviour in the Australian share market. 

Ananda Samudhram, Jothee Sinnakkannu introduces an SME development model, based on a case 

study of the Malaysian SME enabling environment. The model proposes a structure of institutions that 

specifically addresses the different challenges faced by SMEs (including a lack of technological know-

how, market and trade intelligence, advice on quality and capacity enhancements and financing), 

encased within supporting regulatory policies and synergistically linked with small scale accounting 

and consulting firms.  

We hope that you will enjoy reading the journal and in future we will receive new papers, outlining 

the most important issues and best practices of corporate governance! 
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SECTION 1. ACADEMIC INVESTIGATIONS AND CONCEPTS 
 

STRATEGIC CORPORATE GOVERNANCE IN FAMILY BUSINESS: A STUDY ON THE 
BOARD OF DIRECTORS’ ROLES AND RESPONSIBILITIES                                                         9 
 

Martins H. C., Gonçalves C. A., Neto J. A. S, Gonçalves M. A., Muniz R. M. 
 
The goal of this article is to analyze the constitution of the directors boards, based on their attributes, 
and the impact of this configuration on the roles and responsibilities of the board members in 
Brazilian Family Businesses. A research of a qualitative nature was carried out in 10 big family 
companies in Brazil. The results found point to the strategic roles as being the most relevant, but as a 
practical activity focused on the role of control. The Board has been more active at some moments, but 
is inactive at others, especially, when the concentration of capital is greater in some companies than in 
others. 

 
INTERACTIONS BETWEEN FREE CASH FLOW, DEBT POLICY AND STRUCTURE OF 
GOVERNANCE: THREE STAGE LEAST SQUARE SIMULTANEOUS MODEL APPROACH: 
EVIDENCE FROM THE TUNISIAN STOCK EXCHANGE                                                               21 
 

BEN MOUSSA Fatma, CHICHTI Jameleddine 
 

This research tests the efficiency of the ownership structure and the debt policy as mechanism of 
resolution of agency conflicts between shareholders and managers due to the problem of 
overinvestment, in the limitation of the problem of the free cash flow, by estimating three stage least 
square simultaneous model and on the basis of a sample of 35 non financial Tunisian listed companies 
selected for the period 1999–2008. Our results are in favour of the theory of free cash flows of Jensen 
(1986) that stipulates that the debt policy represents the principal governance mechanism that can 
limit the risk of free cash flow. However, the ownership concentration and managerial ownership 
increase the risk of the free cash flow. 
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SHOULD THE 4 BIG REPLACE THE BIG 4? AN EXAMINATION OF AUDIT QUALITY 
USING INTERNAL AUDIT                                                                                                                         41 
 

Harjinder Singh, Rick Newby, Inderpal Singh 
 
Prior research has linked audit quality with large audit firms. Consequently, a dichotomous variable, 
Big N/non-Big N has traditionally proxied for audit quality. Applying a different measure of audit 
quality than audit fee, this study investigates whether a single dummy variable for Big N is an 
appropriate proxy for audit quality in explaining differences in the existence of clients’ internal audit 
(IA) function. Results indicate that the existence of clients’ IA function is not consistent among Big 4 
firms. This has important research implications for the universal use of a Big N dummy variable as a 
measure for audit quality. 

 
LISTING STATUS, FAMILY FIRM AND THE COST OF BANK LOAN FINANCING             56 
 
Wan-Ying Lin 
 
This research examines the impact of firm’s listing status on the relationship between corporate 
governance and cost of bank loans. The analysis yields four major findings after controlling for firm 
characteristics and prime interest rate. First, the financing cost of debt is higher for private firms. This 
result confirms that information risk is higher for private firms. Second, family firms enjoy lower cost 
of debt. The result found is consistent with the literature that family firms are related to a lower cost of 
debt financing. Third, that family firms having lower cost of debt is only found in listed firms. This 
evidence supports the prediction based on the lack of market perspective which suggests that the 
family effect requires a capital market to make it substantiate. Finally, strong corporate governance 
helps reduce financing cost of debt. However, these governance effects are not affected by the listing 
status. In other words, commercial lenders in this study price indifferently for good governance 
mechanisms regardless of public or private firms. 

 
EFFECT OF CORPORATE GOVERNANCE ON THE FIRMS’ STRUCTURAL CAPITAL       67 
 
Karima Dhaouadi 
 
The study seeks to understand how the firm’s ownership structure and the board of directors’ 
composition influence the structural capital. The latter is apprehended by two main levers: innovation 
("R&D") and firm’s reputation. By mobilizing several panel linear regressions on 274 American firms, 
the results show that the firms which heavily invest in structural capital are more successful and 
chaired by the younger and heterogeneous TMT. No disciplinary effect of the board on structural 
capital has been found. The results support the cognitive theory assumptions. The classic perspective 
failed to explain the structural capital phenomena. In order to enhance their structural capital, firms 
must pay a close attention to their board cognitive contribution and not to its disciplinary role. 

 
LARGE PENSION FUNDS AND THE CORPORATE GOVERNANCE PRACTICES OF 
BRAZILIAN COMPANIES                                                                                                                          76 
 
Rodrigo Miguel de Oliveira, Ricardo Pereira Câmara Leal, Vinicio de Souza e Almeida 
 
We do not find any consistent evidence that the presence of the largest Brazilian pension funds as 
relevant shareholders is associated to higher corporate governance scores by public Brazilian 
companies. Even though companies with institutional investors as relevant shareholders presented a 
higher average corporate governance score than other companies, they were also larger and had 
greater past profitability than other companies, which are common attributes of firms with better 
corporate governance according to the literature. The impact of Brazilian institutional investors on the 
corporate governance quality of their investees is either negligible or cannot be captured by the proxies 
we employed. Finally, we note that these two pension funds may represent the policy and political 
views of the incumbent Brazilian government and that the actions of their board appointees may or not 
reflect what is understood as good corporate governance practices. 
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SECTION 2. CORPORATE CONTROL 
 
CORPORATE GOVERNANCE AND PERFORMANCE: EVIDENCE FROM CHINESE 
PRIVATE LISTED COMPANIES BASED ON CASH FLOW RIGHTS AND CONTROL 
RIGHTS                                                                                                                                                            85 
 
HU Dan, ZHENG Haiyan 
 
This paper investigates the relationship between control rights, cash flow rights, and firm performance 
across a sample of 276 China’s private listed companies (CPC) from 2003 to 2008. This paper finds 
that the performance of firms with pyramid ownership structures (POS) is lower than that of firms 
with direct controlling ownership structures (DOS). The separation of control rights and cash flow 
rights, which is the main characteristic of POS, is negatively related to the firm performance. 
Furthermore, in order to reduce the negative influence of control rights, this paper proposes the 
following countermeasures: cash flow rights should be increased because it has a positive effect on the 
firm performance; the supervisory powers of shareholders meeting (SM) should be strengthened 
because it helps improve firm performance and overrule invalid decisions taken by independent 
directors in China. This is proved by the findings that show a positive correlation between the 
attendance rate at shareholders’ meetings and firm performance; moreover, there is no positive 
relationship between independent directors and firm performance. 

 
IMPACT OF CORPORATE OWNERSHIP AND CONTROL ON FIRM PERFORMANCE: 
THE NIGERIAN EXPERIENCE                                                                                                               94 
 

Ioraver Nyenger Tsegba, John Iorpenda  Sar 
 
The main purpose of this study is to ascertain whether alternative corporate ownership and control 
structures give rise to significant differential firm performance in light of Nigeria’s conflicting polices 
regarding the ownership structure of the state owned enterprises. The data obtained from a sample of 
73 companies listed on the Nigerian Stock Exchange is analyzed through the Wilcoxon ranks tests for 
two independent samples.  The evidence obtained suggests that firms with foreign ownership and 
control outperform their indigenous counterparts. However, firms controlled by single shareholders 
do not perform better than those controlled by multiple shareholders.  The study recommends that 
foreign ownership and control of Nigerian firms be encouraged due to their affirmative features, while 
single shareholder control of firms, embedded in the core investor mode of ownership, be 
reconsidered.  

 

SECTION 3. CORPORATE GOVERNANCE IN AUSTRALIA  
 
RELATING FIRM PERFORMANCE TO CORPORATE GOVERNANCE 
CHARACTERISTICS: A RESEARCH PERSPECTIVE ON THE PUBLICLY LISTED 
INFORMATION TECHNOLOGY COMPANIES IN AUSTRALIA                                                106 
 

Tasadduq Imam, Abdullahi Ahmed, Kevin Tickle 
 
The objective of this research is to relate company performance (in terms of different measures) to 
corporate governance characteristics (like board size, internal or external majority governance) for the 
publicly listed information technology (IT) companies in Australia. A sample of 55 such companies are 
considered. Results reveal that, contrary to the popular belief in respect to positive influence of 
external board members, performance of the IT companies tend to worse with higher degree of board 
independence. We attribute the characteristics of these outcomes to the dynamic properties of the IT 
industrial sector in Australia. Linear regression models relating the performance measures to board 
characteristics along with other financial information have also been developed. The number of senior 
management members has been identified as the key board characteristic factor in these models, 
implying the importance of major internal control over highly independent board for the publicly 
listed Australian IT companies. 
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IPO RETURNS, BOARD COMPOSITION AND COMMITTEE CHARACTERISTICS: SOME 
AUSTRALIAN EVIDENCE OF SIGNALLING ATTRIBUTES                                                       123 
 

Neil Hartnett 
 
This study considers the association between corporate governance attributes and IPO return 
behaviour in the Australian share market. Strong, significant associations are reported between IPO 
initial returns and board size, board independence and leadership structure. The board size effect 
appears contextual and increases with larger entity size.  Audit committee formation per se was not a 
discriminating factor but committee conformity with exchange guidelines was of marginal significance. 
Overall, the results are consistent with the premise that governance attributes can offer signals to 
investors concerning the likely effectiveness of management actions in serving shareholder interests and 
enhancing firm prospects. 

 
BUILDING HUMAN CAPITAL IN DEVELOPING NATIONS THROUGH SMES: A 
STRATEGIC AND COMPLEMENTARY ROLE FOR UNIVERSITIES AND SMALL SCALE 
ACCOUNTING AND CONSULTING FIRMS                                                                                      133 
 

Ananda Samudhram, Jothee Sinnakkannu 
 
This paper introduces an SME development model, based on a case study of the Malaysian SME 
enabling environment. It proposes a structure of institutions that specifically addresses the different 
challenges faced by SMEs (including a lack of technological know-how, market and trade intelligence, 
advice on quality and capacity enhancements and financing), encased within supporting regulatory 
policies and synergistically linked with small scale accounting and consulting firms. It proposes 
establishing small business development units (SBDUs), within comprehensive universities, to 
strategically harness and deploy the universities’ internal brainpower for boosting nationwide SME 
development. It also suggests harnessing the power of the free market by promoting small scale 
accounting and consulting firms, that will serve as information intermediaries between SMEs, SBDUs 
and various institutions set in place to help SME development. A national human resource accounting 
policy is proposed to help in the governance of the SME sector. This policy would help to measure, 
manage and promote human capital development at the level of firms, economic sub sectors and the 
nation. Various incentives, such as tax exemptions and national level recognition and awards for 
successful consultants, will further promote SME development. These measures can also be promoted 
at regional levels, such as the ASEAN and APEC. Given that SMEs are major sources of employment, 
these measures that help to create robust SMEs that would support sustained long-term economic 
growth, which would in turn help sustain low unemployment rates and combat poverty. 
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