Corporate Ownership e Control / Volume 5, Issue 3, Spring 2008 (Continued-2)

CORPORATE
OWNERSHIP & CONTROL

Postal Address:

Postal Box 36
Sumy 40014
Ukraine

Tel: +380-542-611025

Fax: +380-542-611025

e-mail: alex_kostyuk@mail.ru
alex_kostyuk@virtusinterpress.org

www.virtusinterpress.org

Journal Corporate Ownership & Control is
published four times a year, in September-
November, December-February, March-May and
June-August, by Publishing House “Virtus
Interpress”, Kirova Str. 146/1, office 20, Sumy,
40021, Ukraine.

Information for subscribers: New orders requests
should be addressed to the Editor by e-mail. See
the section "Subscription details".

Back issues: Single issues are available from the
Editor. Details, including prices, are available
upon request.

Advertising: For details, please, contact the
Editor of the journal.

Copyright: All rights reserved. No part of this
publication may be reproduced, stored or

transmitted in any form or by any means without
the prior permission in writing of the Publisher.

Corporate Ownership & Control
ISSN 1727-9232 (printed version)
1810-0368 (CD version)
1810-3057 (online version)
Certificate Ne 7881

Virtus Interpress. All rights reserved.

KOPMOPATUBHASA
COBCTBEHHOCTb U KOHTPOIlb

MoyToBLIN agpec pegakumu:

MoyuToBbIN ALWMK 36
r. Cymbl, 40014
YkpaunHa

Ten.: +380-542-611025

dakc: +380-542-611025

an. noyta: alex_kostyuk@mail.ru
alex_kostyuk@yvirtusinterpress.org

www.virtusinterpress.org

)KypHan "KopnopatuBHas CcoBGCTBEHHOCTb U
KOHTpOmnb" wu3gaeTca YeTblpe pasa B rog B
ceHTn0Ope-HosOpe, paekabpe-cheBpane, mapTte-
Mae, MWIOHe-aBrycte wusgaTenbCkumM  JOMOM
BupTtyc UHTepnpecc, yn. Kuposa 146/1, r. Cymbil,
40021, YkpawnHa.

3aKa3 Ha
Pepaktopy

WHdopmaumsa [ns  nognucyumKkos:
noanucky cnegyet agpecoBaTtb
XKypHana no 3neKTpOHHON noyTe.

OTaenbHble HOMepa: 3aka3 Ha npuobpeTeHue
OTAENbHbIX HOMEPOB  CrefdyeT  HanpasnsTh
PenakTopy >xypHana.

PasmelleHve peknambl:  3a
obpawantechb k Pegaktopy.

WHdopmaunen

lMpaBa Ha KonupoBaHME W pacrnpocTpaHeHue:
KOnupoBaHWe, XpaHeHwe U pacnpocTpaHeHune
MaTepuanoB ypHana B nwbon  dopme
BO3MOXHO /Wb C MUCbMEHHOTO paspeLleHns
MN3gaTenbcTBa.

KopnopaTtuBHasi COGCTBEHHOCTb 1 KOHTPOJb

ISSN 1727-9232 (ne4yatHas Bepcus)
1810-0368 (Bepcusi Ha KOMMNAKT-AUCKE)
1810-3057 (anekTpoHHasi Bepcus)

CeupgetenbctBo KB 7881 ot 11.09.2003 r.

Virtus Interpress. All rights reserved.

@

”
NTERPRESS 24 7
VIRTUS



Corporate Ownership e Control / Volume 5, Issue 3, Spring 2008 (Continued-2)

EDITORIAL

Dear readers!

This issue of the journal Corporate Ownership
and Control is devoted to several issues of
corporate governance.

Basma Sellami Mezghanni analyzes the
impact of the characteristics related to the
ownership structure and board of directors, as
mechanisms of governance, on the research and
development (R&D) intensity. The study carried
out on a sample of French companies belonging
to the SBF 250 index shows that ownership
concentration and duality of chief executive
officer and chairman roles have no significant
effect on the R & D intensity. The board sizes as
well as the proportion of inside directors in the
board have a positive and significant effect on R
& D intensity. However, the participation of
outside directors in capital tends to urge
managers to reduce R&D investment level

Avanidhar Subrahmanyam links corporate
governance with liquidity, trading activity, and
the clientele that holds the firm’s stock. On the
one hand high liquidity can decrease the quality
of a firm’s governance because it reduces costs of
turning over a stock attracting too many short-
term agents who have little vested in good
governance. On the other hand, liquidity can
attract more sophisticated agents and hence
improve the quality of a firm’s governance. In
our cross-sectional analysis, we find that high
liquidity is accompanied by poorer governance
and vice versa. Further, increased institutional
holdings are surprisingly associated with weaker
governance in the 1990s, whereas in later years,
they are not significantly related to governance.
The proportion of orders transacted by small
(large) traders is associated with weaker
(stronger) governance, supporting the notion
that a clientele consisting of small,
unsophisticated investors can weaken the
discipline imposed by outside investors on
management. Given the known relation between
corporate governance and stock returns, our
results establish an indirect link between security
prices and liquidity as well as trading activity,
which goes beyond the direct channel described
in Amihud and Mendelson (1986).

Amy E. Hurley-Hanson, Cristina M.
Giannantonio examine whether or not the
Sarbanes-Oxley Act of 2002 has benefited
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corporations for the better. This paper will
explore the historical background of Sarbanes-
Oxley as well as its purpose and discuss divulge
current implications that this legislation imposes
on the public corporations that are required to
comply.

J. Young aims to identify certain critical issues
and challenges for banks of emerging countries
to consider when developing an operational risk
management framework in order to comply with
the Basel requirements.

Pablo Iglesias Rodriguez says that
traditionally the Spanish Corporate and
Securities Law did not devote much attention to
corporate governance issues. This situation
started to change after the publication of
different corporate governance codes since the
year 1997. Although the recommendations of
these codes did not have mandatory character,
some of them have been incorporated in the
mandatory law by the legislator through different
instruments. The main objective of this paper is
to examine these mechanisms and the purpose of
the legislator with each one. The analysis shows
that in Spain, the corporate governance
recommendations have had a very important role
in the creation of corporate governance
mandatory rules.

David Ng, Kun Qian, and Adam Dix
examine the importance of country-level
corruption in explaining the variation of firm-
level corporate governance. Analysis of firm-level
corporate governance data and country level
corruption data on over 400 companies in 26
countries confirms the hypothesis that
corruption has a statistically significant negative
impact on the quality of a firm’s corporate
governance. One standard deviation increase in
country-level corruption is associated with a 0.5
to 0.7 standard deviation decrease in firm-level
corporate governance scores.

Wallace N. Davidson III, Shenghui Tong,
Richard Proctor examine why some bidders
decide not to hire investment bank advisors in
M&A transactions. We build a sample of 181
M&A transactions in which the acquiring firms
do not hire investment bank advisors, and
compare them with a control sample of 181 M&A
transactions in which the acquiring firms hire
investment bank advisors. We find that the
transaction costs are the primary reason that
investment banks are hired as advisors for
bidders in M&A transactions. In addition, the
information asymmetry and contracting costs are
the other two reasons that bidders hire
investment banks in M&A transactions.
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