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ABSTRACT

In this paper, we examine the level of disclosure on corporate governance practices among
the biggest companies (in terms of market capitalization) in the top five emerging markets
Brazil, China, India, Korea and Russia in the time period 2007-2008 and its effects on per-
formance and profitability. Using the survey of 50 companies with the UNCTAD Guid-
ance on good practices in corporate governance disclosure as a benchmark we find that —
ceteris paribus — the rate of disclosure: (1) is higher for companies in Brazil and India
compared to Russia and Korea; (2) is higher for companies operating in financial services
compared to other sectors; (3) correlates positively with return on equity; (4) does not af-
fect market valua-tion; (5) increases with the legal environment; (6) increases with the

market infrastructure.

The results of the study support theoretical arguments that corpo-rate governance disclo-
sure increases performance, measured by return on equity. However, this study disproves
theories that find a positive correlation with market valuation, measured by price to book
ratio. Practical Implications: A country’s government environment — especially legal and
market infrastructure - highly affect the companies’ rate of disclosure which then increases
profitabil-ity. To policy makers and practitioners, the results suggest that corporate gov-
ernance should be monitored. Good legislation and a market environment free from cor-

ruption are essential for corporate governance disclosure to be efficient.

Keywords: Corporate governance, disclosure, emerging markets, transparency, price to

book ratio, return on equity, governance environment



1 Introduction

Corporate Governance refers to the structures and relationships that determine the way in
which an enterprise is controlled, administered or directed. A wave of corporate scandals
in recent years (Enron, Worldcom, Parmalat,...) have shown how important good corpo-
rate governance is. Some economists (Diamond and Verrecchia, 1991) suggest that greater
disclo-sure of corporate governance lowers information asymmetry and estimation risk.
Corporate governance disclosure should improve financial performance and raise investor
confidence. Thus, firm performance and governance should be well communicated to out-
side investors and stakeholders in order to create information symmetry. Previous research
studying the elements and effects of corporate governance in general and specifically in
emerging markets documents a number of interesting, in-depth, yet sometimes question-

able studies, providing insights in effects and effectiveness of disclosure.

The McKinsey Quarterly (Newell and Wilson, 2002) published a study examining the as-
so-ciation between good practices corporate governance and market valuation in 2002 ar-
guing that corporate governance disclosure improves companies' financial performance
and in-creases their market valuation, reduces risks and raises investor confidence. The
study com-pares the level of corporate governance in 188 companies from India, Malaysia,
Mexico, South Korea, Taiwan and Turkey and their market valuation measured by its price
to book ratio. The companies' price to book ratio on the local stock exchange is compared
to some key components of corporate governance like independence, shareholder equality
and financial transparency. The main outcome of this study is that corporate governance is
positively asso-ciated with price to book ratios indicating investors' willingness to pay a
higher premium for shares in well governed companies in emerging markets. The surveys
findings indicate a 12% increase in market valuation by moving from worst to best score in
corporate governance dis-closure. Moreover, their survey shows that countries like South
Korea and Malaysia per-formed much better than India, Mexico and Turkey. The article
explains this outcome by the Asian companies' effort to improve their corporate govern-
ance resulting from the 1997 Asian crisis and the country's increasing requirements regard-

ing corporate governance disclosure.

Standards & Poor's (Patel, Balic and Bwarkira, 2002) published a survey studying the ef-
fects of corporate governance disclosure (ownership structure, financial transparency,
board and management structure) of 354 firms in 19 emerging markets documenting sig-

nificant differ-ences among countries. Transparency in Asian and South African markets
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was much better in comparison to Latin America, Eastern Europe and the Middle East.
However, no differences among business sectors are found. Furthermore, the survey indi-
cates that the correlation be-tween transparent disclosure and cross-holdings is negative.
This means that less information disclosed to minority shareholders if large investors own
a large proportion of the company. The correlation to price to book ratio is positive, sug-
gesting a higher premium paid by the market for better disclosure - in line with Newell and

Wilson’s findings.

Chen and Jaggi (2000) analyzed the correlation between independent non executive direc-
tors and mandatory corporate governance disclosure. This study shows a positive correla-
tion be-tween the proportion of independent directors on corporate boards and financial
disclosure. One might argue that this is because outside directors tend to encourage firms
to disclose ad-ditional, not particularly requested information to stakeholders; thus an in-
creasing proportion of independent board members would suggest more voluntary disclo-
sure. Further research by Chen and Jaggi, however, shows that this relationship is weaker
when considering family controlled firms in comparison to non-family controlled firms. A
likely explanation for this finding might be the assumption that non-independent board
members of family controlled firms exercise their power over independent board members

and thus control the information flow between the firm and its investors.

Eng and Mak (2003) published an article about corporate governance and voluntary disclo-
sure examining the impact of ownership structure and board composition on voluntary dis-
clo-sure. They surveyed the annual reports of 158 Singaporean firms in 1995; the board
composi-tion is measured by the percentage of independent directors. The survey indicates
a positive correlation between voluntary disclosure and the proportion of independent di-
rectors. Distin-guishing between managerial ownership, blockholder ownership and gov-
ernment ownership and comparing it to voluntary disclosure of strategic, financial and
non-financial information the survey indicates that lower managerial ownership and higher
government ownership are associated with higher rate of voluntary disclosure, whereas no

correlation to blockholder ownership was found.

In 2004, the World Bank (Klapper and Love, 2004) initiated a survey about corporate gov-
ern-ance, investor protection, and performance in emerging markets. The overall result of
that survey was that good governance positively correlates with market valuation, meas-
ured in price to book ratio, and operating performance, measured in return on assets, whe-

reas those correlations are even stronger in countries with weak legal systems. One possi-



—-5_—

ble explanation for this might be the assumption that firms in countries with weak legal
structures would want to adopt better firm level governance in order to counterbalance the
weakness in their coun-try's laws and signal their intention to offer greater investor rights.
The survey moreover indi-cates that in general, firms in countries with weak legal systems
disclose less information, which might be due to the assumption that weak legal systems

decrease effectiveness of dis-closure practices.

La Porta et al. (2000) argue that poor legal protection of investors in emerging markets
weak-ens the effectiveness of disclosure. Strong legal protection would enable investors to
act on disclosure, whereas weak protection hinders investors to rely on disclosure and fu-
ture pros-pects, which makes disclosure less effective. La Porta et al. stress the need for
outside protec-tion of investors in order to make financial markets work; moreover, finan-
cial markets them-selves should be regulated in order to create transparency and fairness
especially regarding large firms that are state-owned or controlled by large families operat-

ing in various compa-nies spread over different countries and markets.

Morck et al. (2006) argue that weak legal protection of private property rights makes in-
formed risk arbitrage in emerging markets unattractive and thus renders disclosure ineffec-
tive. According to Morck et al., weak legal protection in emerging markets discourages
investors from capitalizing on firm specific information; it is rather market wide flow of
information or events that result in changes of demand and thus stock prices. Consequently
synchronous stock price movements are observed. On the contrary, stock prices in coun-
tries with a higher GDP move in a rather unsynchronized way. Another explanation for
their finding might be the assumption that firm earnings among companies in countries

specialized in certain indus-tries change simultaneously as an effect of industry events.

A study by Chen (2004) examines the effects of corporate governance using the data of a
sur-vey on corporate governance of 604 companies by Credit Lyonnais Securities Asia.
They find that a high level of disclosure can significantly lower the cost of equity, whereas
this relation-ship is only significant in countries with weak investor protection. Comparing
their findings to a country's governance environment they conclude that firm-level protec-
tion and country level protection are substitutes to each other when assessing the cost of
equity. Chen con-cludes by stressing the importance of legal systems regulating and con-

trolling disclosure in order to make corporate governance disclosure effective.

Bhojraj and Sengupta (2003) examine the association between corporate governance dis-
clo-sure mechanisms, bond ratings and yields analysing a sample of 1005 debt issues col-
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lected from the Warga Fixed Income Base between 1991 and 1996. The study indicates a
positive correlation between disclosure and bond ratings and a negative relation between
disclosure and bond yields showing how governance mechanisms can reduce risk and in-
formation asymmetry between companies and lenders. Furthermore Bhojraj and Sengupta
find that this relationship is especially significant when regarding firms that have greater
institutional own-ership and stronger outside control and note that corporate governance
disclosure lowers a firm's default risk and reduce potential conflicts of interest through

increased transparency.

Standard & Poor's governance analysts Dallas and Chavee (2005) published a commentary
report on the role of country risk in assessing corporate governance contrasting foreign
cur-rency credit ratings with external governance related indicators (market environment,
legal environment, regulatory environment and informational infrastructure) of 21 coun-
tries includ-ing nine emerging markets in 2005. They find that sovereign credit ratings cor-
relate positively with corporate governance environments: as expected AAA rated sover-
eigns show superior governance environments, whereas BB or lower rated sovereigns have
rather weak govern-ment environments. However, countries like India and Brazil distin-
guish themselves posi-tively comparing their strong governance environment to their weak
foreign currency rating. Nevertheless, countries like Spain, France and Italy have relatively
good foreign currency ratings but weak legal, infrastructural, regulatory and informational

governance environments.

Reviewing literature regarding corporate governance disclosure in emerging markets it be-
comes clear that the associations between levels of corporate governance disclosure, profit-
ability and performance, the country level of legal protection of investors, ratings as well
as the proportion of required and regulatory disclosure are not only highly relevant but also
to a certain extent ambiguous matters to discuss and analyze. Most of the studies reviewed
provide information on disclosure practices concentrating on specific markets and areas of
disclosure, however, are relatively outdated (Newell studied 188 companies 6 emerging
markets in 2001, Patel studied 354 firms in 19 emerging markets 1997-2000, Eng surveyed
158 Singaporean firms in 1995); moreover the benchmark is often not clearly defined.

Recognizing this deficit in the literature, this study provides a transparent up-to-date sur-
vey of the disclosure practices of the top ten companies in the five biggest emerging mar-
kets (BRIC countries and Korea) in 2007 and their compliance with UNCTAD good prac-

tices in corpo-rate governance disclosure. Furthermore, the results of this survey are com-
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pared with certain indicators like return on equity, price to book ratio, voluntary disclosure

as well as the coun-tries' governance environment.

2 Survey Methodology and Results

The purpose of this survey is to analyze practices in corporate governance disclosure in
five emerging markets. For this reason a sample of 50 companies (Appendix 1) of the top
five emerging markets according to the MSCI Emerging Markets Index is considered: the
ten big-gest companies (ranked in terms of market capitalization) in Brazil, China, India,
Russia and Korea. These 50 companies represent 33% of the whole index's market capi-
talization (938 companies). The benchmark used in this survey is the 2006 UNCTAD pub-
lication "Guidance on Good Practices in Corporate Governance Disclosure”. This survey
organizes a total of 53 individual disclosure items into five broad categories: ownership
structure and the exercise of control rights, financial transparency and information disclo-
sure, auditing, corporate respon-sibility and compliance, board and management structure

and process.

For the purpose of this study, a wide range of corporate reports were taken into account in-
cluding annual reports, corporate governance reports, corporate social responsibility re-
ports, company bylaws, charters and other information available from financial databases
and enter-prise websites, in both English and the respective national language. During this
process the 53 disclosure items were identified as either disclosed or not. Additionally the
source of in-formation was noted. After completing each company's review, the enter-
prise's investor rela-tions department was contacted in an effort to have them overlook the
review of their com-pany's corporate governance disclosure. This process highly contrib-
uted to the quality of this survey and increased its objectivity, as 30% of the companies
contacted commented on their review by adding additional information or discussion of the

results via teleconference.

2.1 Ownership Structure and Exercise of Control Rights

The control and ownership structure of an enterprise is a fundamental concern from a gov-
ernance perspective in order to facilitate investment decisions with regard to the treatment
of shareholders and thus should be disclosed according to UNCTAD (2006) and many
other guidelines around the world. A good understanding of the company’s ownership and
control is particularly important to help understand corporate governance risks. On the

most basic level, information on the ownership structure tells us whether the company is
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widely or closely held. The governance risks associated with a widely held company are
quite different from those associated with a closely held company. In a closely held com-
pany, minority shareholders may run governance risks associated with the actions of a
dominant shareholder. On the other hand, in a widely held company, governance risks tend

to be associated with strong managers and dispersed owners.

The present survey counted 42 of the 50 companies surveyed disclosing their ownership
structure. This outcome was expected as it is of major importance for shareholders or po-
tential investors to be informed about the major shareholders and one of the basic disclo-
sure items. In India, every single one of the 10 companies surveyed concretely made these
disclosures. Important changes in large shareholdings, particularly when they reach, ex-
ceed, or fall below certain thresholds, should also be disclosed. However, only 35 of the 50

companies surveyed disclosed changes in shareholding that occurred over the past years.

Figure 1: Ownership Structure and Changes in Shareholdings

m Russia

Changes in shareholdings m Korea

@ India
@ Brazil
I I I I I I I
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Number of top 10 companies disclosing this item

Ownership structure
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[

Different ownership structures may bestow different rights and obligations upon owners.
Especially minority shareholders would be interested in any differences between voting
rights and ownership that may occur because of, for example, different classes of shares
owned by shareholders or arrangements under which certain shareholders have a degree of
control disproportionate to their equity ownership. The International Corporate Govern-
ance Network strongly supports the "one share one vote™ approach due to the fact that it
leads to a transparent decision making process among shareholder and decreases invest-
ment risk, however, the OECD does not count among advocates of this approach. There
are many examples of mechanisms that provide disproportionate control. Common exam-
ples are golden shares with special rights, or different share classes with different rights, or

as a result of voting caps or special shareholder agreements. It may, for example, not be
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possible for a minority shareholder to fully vote his stake in the company due to voting
limits, or it may be that voting is irrelevant because the ownership structure puts control
fully in the hands of a dominant shareholder. It is in the interest of shareholders to be
aware of the ownership structure of the company and the rights of different owners, since

they will have a direct impact on their ability to assert their own claims.

64% of the companies surveyed published in-depth information about their shareholders'
rights. Every single Russian company we surveyed disclosed this kind of information, but
only two of the 10 Korean companies did so - even though the disclosure of this item is
mandatory according Korean regulations. Four of the 10 Korean companies surveyed are
listed on the NYSE which also requires this item.

Figure 2: Control Structure, Rights and Equity Stake

Control rights m Russia

m Korea
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: ]
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General meetings are the principal opportunity for shareholders to involve themselves in
the decisions of the enterprise and should - according to the OECD principles - make
shareholder participation as simple and effective as possible in order to reach consensus
and for shareholders to exercise monitoring and control. Central to the organization of the
meeting and shareholder participation is the meeting notice and the agenda. Both must be
easily available to shareholders in order for them to participate effectively. The process by
which the enterprise organizes an annual general meeting or extraordinary general meeting
is typically found in the company’s articles. Almost all of the companies surveyed publish
information about the process of holding their annual general meeting and its agenda. Rus-
sia, Korea and China showed the best results in this category.
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Figure 3: Annual General Meetings
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For shareholders it is important to know the rules and procedures for assuming control of
an enterprise on the open market so that they understand their rights should such an event
occur. The applicable laws of the country in which the enterprise is based usually deter-
mine these rules and procedures. But, any rules and procedures that are specific to the en-
terprise and the particular transaction should also be publicly known. Only 33 of the 50
companies surveyed published this kind information. However, important differences
among countries can be noticed with respect to this item. Whereas only three of the 10
Indian companies disclosed this item, 9 out of the 10 Russian companies did so. There is
no logical explanation for the weak Indian disclosure concerning this matter, especially the
fact that this item is required both by Indian regulations and by the NYSE where two of the

surveyed Indian companies are listed.

Figure 4: Anti Takeover Measures and Corporate Control

B Russia
Anti-Takeover measures m Korea
@ India
R o China
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One of the two least disclosed items of this survey are Anti-takeover measures. These are
actions that an enterprise can take to prevent a controlling interest in the enterprise from

being acquired. Anti-takeover measures can be used legitimately in shareholders’ interest
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to maximize the value of takeover bids. However, they can also be used to entrench man-
agement to the detriment of shareholders, and to destroy shareholder value. Anti-takeover
measures come in many different forms and often carry evocative names like poison pills
(the right to purchase discounted stock for everyone but the acquirer). Only 5 of the 50
companies we surveyed disclosed information about any anti takeover measures, even
though this item is required in four of the five countries examined (all except India). Para-
doxically one of the few companies that disclosed this item is from India (Infosys Tech-

nologies) and not listed on the NYSE, thus voluntarily disclosing this rare information.

Figure 5: Group of Items: Ownership Structure and Exercise of Control Rights

@ Anti-Takeover measures

0O Control rights

0O Rules and procedures governing the acquisition of
corporate control in capital markets.
0O Changes in shareholdings
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m Control structure

0 10 20 30 40 50 m Availability and accessibility of meeting agenda

Number of total companies disclosing the item

@ Ownership structure
(Sample Size: 50) P

When examining the overall results regarding the disclosure of ownership structure and
control rights we find that the 50 companies surveyed disclosed seven out of nine items of
this group on average. When not considering the disclosure of anti takeover measures 80%
of this group of items is properly disclosed by the 50 companies, which is a meaningful
result. This could be due to the fact that nearly all the items (except anti takeover measures
in India and equity stake in Russia) are required by both national regulations and the
NYSE (UNCTAD, 2007).

2.2 Financial Transparency

One of principle underpinnings of good corporate governance is to ensure that share- and
stakeholders are provided with disclosure on financial and operating results in order to
understand the current state of affairs. Those can be found both in annual reports and fil-
ings, should include financial statements including a balance sheet, a profit and loss state-
ment, a cash flow statement and notes, director’s reports, management’s discussion and

analysis. This information is requested by almost all corporate governance codes such as
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the OECD Guidelines or the International Corporate Governance Network Principles. The
quality of financial disclosure, however, highly depends on the reporting standards and
accounting principles of the country. The International Financial Reporting Standards
(IFRSs) provide a widely recognized benchmark concerning the quality of this disclosure

item.

Moreover, critical accounting estimates should be disclosed in order to increase the useful-
ness of the disclosure of operating results. Those are estimates and assumptions that are
essential to understanding the financial statements, and which involve significant judg-
ments and uncertainties. Critical accounting estimates disclosures may, for example, in-
clude a discussion of the accounting treatment of revenue recognition on long-term con-
tracts, accounts receivable, inventory; investments, goodwill, pension and post-retirement
benefit accounting, accruals and other factors that may materially affect the financial

statements.

In addition, companies should disclose the impact of alternative accounting policies and
decisions in their financial statements. The disclosure may include a discussion of the ef-
fects of critical accounting policies, the judgments made in their application, and the likeli-
hood of materially different results if different assumptions were to be used. Moreover,
board’s responsibilities regarding financial communications, i.e. duties in the oversight of
the process of producing, reviewing, approving, and submitting the financial statements to
the shareholders should be disclosed in order to give investors a better understanding of the
risks they are taking in relying on the management (i.e. audit committee formed by direc-

tors) and the accurateness of the presentation of financial results.
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Figure 6: Financial Disclosure
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49 of the 50 companies surveyed perfectly disclosed their financial and operating results.
This result was expected as financial information should be found in any annual report and
is essential for shareholders to evaluate a company's performance. Critical accounting es-
timates were disclosed by 42 of the 50 companies, whereas the impact of alternative ac-
counting decisions only by 26. One might think that this is due to the fact that the latter
item is required by neither Brazilian nor Russian regulations, but the countries in which
companies disclosed the least information concerning this item are actually India and Ko-
rea. Again, results among the five countries differ. Especially the ten Korean companies

we surveyed disclose very little financial information.

Given the significant potential for conflict of interest, there is a special obligation to ensure
that related party transactions occur transparently and are subject to public examination
(required by most national reporting standards and IFRS). Companies typically have pro-
cedures to ensure that related party transactions occur at “arm’s length”. Arms length
transactions between two related or affiliated parties are conducted as if they were unre-
lated, so that there is no question of a conflict of interest, any prejudice or harm of the en-
terprise. A related party can be a division or subsidiary of an enterprise, a joint venture,
any enterprise or person related to a major shareholder or member of management, or any
enterprise in which the reporting enterprise has control or a significant financial stake.
Companies usually have procedures in place for approving related party transactions. The
aim of this type of disclosure is to assure that the company is acting upon the best interest

of all share- and stakeholders in the oversight of the quality of all related party transac-
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tions. Moreover the board of directors has to make sure that all affiliated entities and sub-

sidiaries have been properly consolidated and presented.

Furthermore the occurrence of extraordinary transactions, and also the rules and proce-
dures for approving extraordinary business transactions, such as mergers, a sale of a sub-
stantial portion of the company, or the liquidation or dissolution of the enterprise should be
disclosed. Extraordinary transactions typically require approval by a vote of the sharehold-
ers and may even require a supermajority to approve them. In this survey 47 of the 50
companies disclosed information about related party transactions, but only 19 actually de-
scribed the decision making process of approving those transactions. Procedures governing
extraordinary transactions, however, were explained much more often. In this section we
also notice country specific differences. Korean companies showed very weak disclosure
regarding the approval of related party transactions even though regulations concerning
this matter are very strict in Korea (the Corporations Code of Korea for example requires a
special resolution for transactions that possibly result in a sale of a substantial part of the
enterprise). Russia on the other hand showed very good results, especially when consider-
ing the fact that the disclosure of related party transaction is not required by Russian regu-

lations (however disclosed by nine out of ten companies).

Figure 7: Disclosure of Related Party/Extraordinary Transactions
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2.3 Auditing

Another fundamental pillar of good governance is the independent external audit. Share-
holders rely fundamentally upon the auditor’s assurances that the financial statements of
the enterprise truly reflect the company’s state of affairs. In the absence of the external
independent auditor, the statements of an enterprise would be of questionable value. Typi-
cally, the independent auditor is paid by the company and works closely with its manage-
ment and personnel in the audit of the company’s financial statements. At the same time,
the auditor owes its ultimate allegiance to the corporation's stockholders and creditors, as
well as to the investing public. Ensuring that the auditor is objective and independent of the
company and its management, and capable of providing reliable assurances on the veracity
of a company’s financial statements is of great importance given the potential conse-
quences of a false presentation of the company’s affairs. Thus, much attention is paid to
the procedures employed to ensure the auditor’s independence and the rendering of an un-

biased opinion on the financial statements.

An important complement to the work of the independent external auditor is that of the
internal auditor. The internal audit brings a systematic, disciplined approach to evaluate
and improve the effectiveness of risk management and control within the company. The
internal audit differs from the external audit in that it is an internal consulting activity de-
signed to improve a company’s operations through an independent, impartial evaluation
and assurance process. Most companies report on the procedures for appointing both inter-
nal and external auditors and the procedures they have to ensure that the external auditor
remains independent. Disclosures including the identity of the external auditor, how they
are selected and appointed, and the processes of interaction with both internal and external

auditor are often combined.

In addition to appointment and responsibilities of auditor, the duration of auditor’s con-
tracts, the rotation of audit partners (it is important to note the difference between audit
partner rotation and audit firm rotation. Audit partner rotation only requires the audit part-
ner to change, while audit firm rotation requires the company to regularly change the audit
provider), the auditors’ involvement in non-audit work (like advisory services or technical
support functions) and fees paid to auditors should be disclosed in order to help ascertain
the extent to which a threat to the auditor’s independence exists. Furthermore, most com-
panies have internal control systems that help ensure the smooth flow of operations, and

provide assurances regarding the reliability of financial reporting and management infor-
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mation systems. Often, the internal auditor reviews the internal control systems and reports

on what they find to the board.

Figure 8: External Audit
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This survey shows large differences among countries as well as many shortfalls with re-
spect to the disclosure of external audit services. Even though the appointment and interac-
tion with external auditors was disclosed by 43 and 34 companies, only 19 of the 50 com-
panies disclosed statements expressing their confidence in the auditor's independence and
integrity and only 22 mentioned the duration of the current auditors. The best performing
country concerning the disclosure of the auditors' duration is Brazil; eight out of ten com-
panies surveyed disclosed this information. This might be because of the fact that nine out
of ten Brazilian companies surveyed are listed on the NYSE and thus required to disclose
this item. Many governance codes require regular rotations of the audit partners; only five
of the surveyed companies (four Brazilian and one Korean Company) disclosed whether
they had these kinds of processes. The fees paid to auditors as well as their involvement in
non audit services were very poorly disclosed, even though required by Brazilian, Indian

and Korean regulations.
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Figure 9: Internal Audit and Control
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The disclosure of internal audit and control systems shows better results, however, only on
average. 45 of the companies surveyed disclose their internal control systems, only 21 in-
formed about the appointment and the responsibilities of their internal audit. Again, China
and Korea performed very poorly. Only three of the Korean companies disclosed informa-
tion concerning their internal audit, even though required by the Korean Code of corporate

governance.

2.4 Corporate Responsibility and Compliance

A company uses different resources in the production of goods and services. These include
capital, human resources, other goods and services, and property. Companies generally
seek to optimize the use of each production input in order to make the best product or ser-
vice at the best price. However, unlike a commodity, the optimal use of some production
factors such as, for example, human resources, depends to a large extent on their fair and
responsible treatment. Human resources when managed properly have the capacity to be-
stow significant competitive advantage to companies; unlike any other factor input, well-
managed human resources have the capacity to think, innovate and solve problems. Alter-
natively, poorly managed human resources are unlikely to contribute fully to the corpora-
tion. Their unfair treatment may even carry risks: the creation of an underproductive or

alienated workforce.

Similarly, corporate relations with other stakeholders such as creditors, suppliers and the
communities in which the company operates can either pose opportunities to achieve supe-
rior performance, or may pose potential risks if mismanaged. While the obligation of a
company to act responsibly has been disputed at times, it is increasingly agreed that re-

sponsible corporate behaviour can enhance the performance of the enterprise and attenuate
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potential risks. As a consequence, it is important that boards consider not only the quality
of the company’s relations with shareholders, but also its relations with other contributors
of resources to the company (such as employees, creditors and suppliers) in their assess-
ment of the company’s strategy, individual projects and risks.

Standards for what is responsible or appropriate corporate behaviour are often embodied in
law. Thus, the front line in ensuring responsible corporate behaviour is compliance with
the law. For this reason, the board has the important duty of overseeing the corporate com-
pliance function. In other cases, what is responsible behaviour is embodied in internal and
external guidelines and standards. The extent to which a company has ethics codes (along
with any waivers to members of the board), and environmental and social policies, or ad-
heres to external codes is important to understanding its commitment to responsible behav-

iour.

Companies increasingly disclose their environmental and social policies, and performance.
These disclosures range from brief philosophical statements to in-depth disclosures of
policies, goals and performance, particularly common in companies with large environ-
mental and social impacts such as energy extraction or mining, but relevant to virtually any
company. Socially responsible investing as well as corporate social responsibility attract
major attention of not only investors but also stakeholders nowadays; can be both challeng-
ing, risky but also rewarding when regarding Social Indexes like the FTSE4AGOOD or the
Dow Jones Sustainability Worlds Indexes.

UNCTAD (2006) also stresses that "an enterprise's environmental performance could af-
fect it financial health and hence its sustainability. Thus, the impact of environmental and
social policies on the sustainability of the enterprise is an increasingly important criterion
for evaluating companies. Impact disclosures try to link corporate responsibility to the
achievement of social goals, business objectives and financial outcomes. Mechanisms pro-
tecting the rights of other stakeholders like suppliers; dealers; customers; creditors; joint
venture partners; banks; and employees become more and more important in times of ad-
vanced corporate social responsibility (OECD Principle 1V). Stakeholders can be protected

by a variety of means including the law, individual contracts, and codes or best practices.
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Figure 10: Corporate Social Responsibility
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This survey indicates that 45 of the 50 companies surveyed publish their policies and per-
formances in connection with environmental and social responsibility; in both Brazil and
Russia all of the companies did so. Not only the increasing trend of corporate social re-
sponsibility but also the high percentage of companies operating in the oil and gas industry
might be a reason for that outcome. Nine out of ten Korean companies disclosed informa-
tion concerning this issue even though it is not yet required by the Korean corporate gov-
ernance code. 31 out of 50 companies survey also stressed the impact of those activities on
their firm's sustainability even though this is only required in Brazil and India. We note
important differences regarding the companies' statements about the protection of other
stakeholders. All of the Brazilian companies surveyed had such mechanisms but only two

out of ten Chinese companies even though Chinese regulations require this.

The role of employees in corporate governance is also suggested to be disclosed. It in-
cludes any formal interaction between employees and the governance structures of the
company such as, for example, employee representatives on the board or employees elect-
ing some of the supervisory directors. Those structures should be disclosed to the com-
pany's shareholders. Under some circumstances, employees may become aware of cases of
corporate misconduct. Misconduct can be criminal acts, infringements of an enterprise
code of conduct, or a threat to the public interest as in fraud, corruption, or health and
safety violations. Most cases of whistle blowing remain internal to the enterprise. External
whistle blowing is when the employee reports misconduct to someone outside of the enter-
prise, often the media, watchdog groups, or law enforcement. Internal whistle blowing al-

lows the enterprise to take appropriate corrective actions before the misconduct becomes a
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public issue. It should therefore be assisted by putting in place confidential reporting

mechanisms that protect employees against any potential retribution.

Figure 11: Ethics and the Role of Employees
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This survey indicates that the role of employees in corporate governance is very poorly
disclosed by Russia, China and especially Korea and India. 34 of the companies sampled
outline a code of ethics for all of their employees, only 25 specifically waive to the board
members. Especially Russia and China performed very weakly regarding these items.
Unlike Brazil, neither Korean nor Indian companies outlined any mechanisms for employ-

ees to take a role in corporate governance.

2.5 Board and Management Structure and Process

The purpose of the board is to monitor the company and its management on behalf of the
shareholders. The board is where all corporate governance issues come to a head. Without
a good board, shareholders and other stakeholders may run undue risks - as will the com-
pany itself. It is because of its central role in the governance of the corporation that inves-
tors and the markets pay very close attention to the structures and procedures that deter-
mine its operation. An effective board reduces risks by monitoring the company and its
management, and through the rigorous examination of fundamental business decisions.
Board structures and processes, in turn, contribute to how well the board fulfils its ex-
pected functions. Board structures (i.e. committees and checks on the power of manage-
ment) and processes (i.e. for selecting and interacting with an external auditor, or the ap-
proval of related party transactions) are of fundamental importance to the effectiveness of

the board. If good structures and procedures are in place, investors may have a heightened
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sense that their interests are being protected and that fairness will prevail. In the absence of

such structures, investors may perceive a higher degree of risk.

Policies to prevent or manage conflicts of interest are generally reflected in the governance
structures of companies. The most common mechanisms to manage potential conflicts of
interest are committees. The areas in which there is the most potential for conflict of inter-
est are in the audit function, remuneration, nominations and the evaluation of manage-
ment’s performance. Committees are often established in these sensitive areas. Committees
should be built in order to facilitate the board's fulfilment of its functions and are, under
ideal circumstances, staffed fully by independent directors. Virtually all enterprises dis-
close the composition of their board of directors. Most companies accompany information
on board members with an explanation of the role and function of the board of directors.
Furthermore, 47 of the 50 companies surveyed published their committee structures includ-

ing their functions.

In a general sense, all governance structures have to provide checks and balances. How-
ever, there are special mechanisms that a company may put in place to ensure that deci-
sions taken by some are reviewed and approved by others. Systems of checks and balances
are designed to make sure that power is not too centralized and that the decision making
process is structured so as to prevent unjust benefit to any one person or group. When one
talks of checks and balances, one is often referring to checks on the chief executive’s pow-
ers and on management in general. Two examples of ways of providing checks on corpo-
rate leaders are two tier board structures (supervisory and management boards) or a clear
division of roles and responsibilities of chairman and chief executive officer in a single tier
board (especially required by the Cadburry Report as well as the Indian code). However,
only six out of the ten Indian companies surveyed showed checks and balances mecha-

nisms, whereas all of the Brazilian companies did.

Companies may disclose information on the positions that members of the board have on
the boards and in the management of other companies. They may also disclose their policy
with respect to the roles that executive board members can play outside of the enterprise.
In order to determine whether board members are able to devote sufficient time to their
duties and whether they are capable of independent judgment, it is useful to know how
many other board memberships they have and whether they have any material interests.
Many codes outline specific requirements and limitations concerning positions held by the
directors. The FEE Report for example suggests the disclosure and differentiation of posi-
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tions held in both public (also non profit) organizations and private sectors. This survey
found that more than 80% of the companies in India, Brazil and China published this kind
of information, whereas both Indian and Korean companies did not divulge this kind of
information in 60% of the cases.

Companies should disclose the terms of directors’ contracts. This type of disclosure may
indicate when a director started with the board, the length of the contract, when the director
was re-elected, and when the director will be up for re-election (or step down if it is al-
ready known). This type of information is useful when assessing the possibilities of elect-
ing new directors, and the likelihood of being able to influence the company through direc-
tor elections. It is vital that companies manage the succession of key executives as well as
key board members in order to ensure operational continuity (OECD principle IV.D.2). It
is important to know the process by which top executives and board members would be
replaced should they retire or pass away. This item was disclosed by 46 of the companies

surveyed.

Companies should also disclose the process by which a director's remuneration is calcu-
lated, or they may disclose individual compensation levels, possibly with a breakdown of
the various elements that contribute to a director's total remuneration (i.e. salary, share op-
tions, pension schemes, etc.). Payments to executives who stand to lose their jobs as a re-
sult of a merger or acquisition (colloquially referred to as “golden parachutes”) should be
disclosed as well. All the Indian and Chinese companies sampled published their directors'

remuneration, whereas four out of ten Brazilian and Korean companies did.

Reporting on director development and training activities is not as common as other types
of disclosure. The availability of director training is, nevertheless, an important bit of in-
formation, since it helps assess and improve the quality and skills of the directors. The
most common type of training tends to be induction training that helps orientate new direc-
tors in their new roles. Another common type of training is topical. Topical training helps
directors understand specific issues that confront the company, or aids them in completing
specific tasks such as the management of an audit committee. The Indian Code passed the
Companies Amendment Bill in 2003 which made director training mandatory. However,

only four out ten Indian companies disclosed information regarding training mechanisms.

Some boards of directors are able to call upon independent external advisors (e.g. lawyers,
accountants, etc.) to assist them in their work, in particular, in areas where there is the po-
tential for conflict of interest or where special technical skills are required (such as devel-
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oping remuneration plans, or conducting board performance evaluations). The disclosure
of the ability of the board to make use of such experts may indicate to shareholders that the
directors are informed and supported to the fullest extent possible. Korea is the only coun-
try among the countries surveyed where this is mandatory, thus 80% of the Korean compa-

nies disclosed these processes.

Few companies have performance evaluation processes for their directors. Assessments of
director performance may compare directors’ performance against a set of agreed respon-
sibilities, general goals, and/or specific objectives. The specifics of an evaluation process
are rarely disclosed. However, the existence of an evaluation process may be reported (for
example directors' attendance at board and committee meetings). China is the only country
whose national regulations require performance evaluation processes. In fact, eight out of

ten Chinese companies surveyed disclose this information.

In the end, one of the most common disclosures made by enterprises relates to risk man-
agement, the recognition of operating risk, the activities and strategies involved in risk
management, and the systems that the enterprise has adopted to minimize risks. All of the
Brazilian and Chinese companies and most of the Indian, Korean and Russian companies
disclosed their risk management activities (eight, five and eight out of ten companies).

When comparing the five countries surveyed, we find that India, China and Brazil dis-
closed the most items in this section. The fact that both Russian and Korean regulations
and corporate governance codes do not require most of the items evaluated in this group of

items (six and seven out of 19) explains this finding.

Figure 12: Group of Items: Board and Management Structures and Process
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When examining the differences between the five surveyed countries over all, we note that
Korean companies disclosed the least (30 out of 53 items on average) and Brazilian and
Indian companies evenly disclosed the most information regarding their corporate govern-
ance. When comparing this ranking to the countries' performances by the five groups of
disclosure items, we note that the Brazilian companies' results always ranked either first or
second, whereas Korean companies were always among the three least disclosing ones. In
order to compare the five emerging markets results to an international benchmark, we sur-
veyed the top ten S&P 500 companies additionally: as expected, the finding shows that the
average rate of disclosure is far better in the United States in comparison to the five emerg-
ing markets surveyed. An explanation for the great rate of disclosure of Brazilian and Chi-
nese firms might the fact that both countries introduced new codes in 2004, whereas the

Korean code of 1999 is rather outdated.

Figure 13: Average Rate of Disclosure in Emerging Markets compared to US Com-

panies
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When comparing the disclosure practices of the different sectors, this survey indicates dif-
ferences among sectors. On average companies operating in financials disclose more in-
formation about their corporate governance in comparison to companies operating in mate-
rials - especially in the group of items board and management structure and process. Al-
though some disclosure items have similar results, the survey also establishes certain items
which differ tremendously. This result disproves Patel's (2002) findings which indicated no
differences among sectors. When regarding the fact that the survey included annual reports
and publications of the financial year 2007, the strong disclosure practices of banks shows

effects of the subprime crisis on corporate governance disclosure in this sector.
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3 Corporate Governance Disclosure and its association with Profitabil-

ity, Regulatory Frameworks and Governance Environment

3.1 Effects on Market Valuation and Profitability

As discussed earlier in the review of literature, Klapper and Love (2004) argue that good
governance is positively correlated with market valuation. The McKinsey study "A pre-
mium for good governance™ also finds a positive association between market valuation and
good practices in corporate governance in emerging markets, measuring the market valua-
tion by the price to book ratio (Newell and Wilson, 2002). The price to book ratio is calcu-
lated by a company’s stock’s capitalization (stock price times number of issued stocks)
divided by the book value indicated on the company’s balance sheet. This indicator ac-

counts for the premium investors are willing to pay above the company's assets.

Figure 14: Correlation between Corporate Governance Disclosure and Price to Book
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This study compared each company's price to book ratio to the number of disclosed items
in order to disprove Klapper and Love’s as well as Newell and Wilson’s findings. As fig-
ure 13 shows, there is no significant correlation between corporate governance disclosure
and price to book ratio (for detailed regression analysis see appendix 2). For example, the
two companies LG Electronics and Infosys Technologies have very similar price to book
ratios but disclosure practices that differ tremendously. According to La Porta et al. (2000)
investors tend not to rely on disclosed information if legal protection is weak. The fact that
investors are protected very poorly in emerging markets and the risk of high information
asymmetry might explain the non existing association between the two figures.
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As discussed previously, some economists suggest that good disclosure practices should
improve performance and profitability. In order to test this hypothesis, this study compared
the companies' rate of disclosure to return on equity, i.e. the company's yearly after tax
income divided by its book value, indicating how efficient and profitable a company uses

the equity provided by its stockholders.

Figure 15: Correlation between Corporate Governance Disclosure and Return on
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Figure 14 clearly shows that a company’s return on equity and the rate of disclosure corre-
late positively, and thus proves economic theory reviewed and Klapper and Love's hy-
pothesis that a firm's corporate governance disclosure is positively associated with its per-
formance: whereas Hyundai Motors disclosed only 22 out of 52 items and had a return on
equity of 7.25%, the Brazilian company Vale Rio disclosed 42 out of 52 items and had a
return on equity of 44.67% in 2007. This indicates that companies can not only reduce in-
formation asymmetry by disclosing information relevant to their stakeholders but also in-

crease their profitability.

When comparing the companies' return on equity to the rates of disclosure distinguishing
between the different groups of items we find very interesting results: we find significantly
positive correlations with the rate of disclosure of the company's ownership structure and
audit. This indicates that the transparent disclosure of ownership and control structure,
shareholder rights, anti takeover measures and especially audit services increases a com-

pany's return on equity.
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3.2 Voluntary Disclosure and Regulatory Frameworks

As reviewed earlier in this paper, disclosure is often determined by national regulations,
international standards and guidance. The regulatory framework - depending on the com-
pany's listings - provides sometimes complex, sometimes merely vague recommendations
and requirements what and how to disclose. However, even where no legislation exists, it
is considered good practice for companies to disclose additional information, so that stake-
holders are provided with all relevant information in order to assess a company’s perform-

ance according to their interests.

The following evaluates the disclosure practices of companies that are only locally listed
(24 out of 50 companies surveyed are listed on the NYSE are thus obliged to disclose all of
the 53 disclosure items). Indeed, companies that disclose items they are not required to by
their national regulations voluntarily, disclose more required information as well. The Rus-
sian Company Surgutneftegaz, for example, disclosed only 2 out of 18 items that are not
required by Russian regulations, disclosing only 11 out of 53 items over all. In contrast,
Novatek disclosed 14 out of 18 items voluntarily and 43 out of 53 items in total — high de-
grees of voluntary as well as required disclosure. So we conclude that a company that
makes a commitment to disclose voluntarily also meets disclosure requirements in a better

way.

Figure 16: Correlation between Corporate Governance Disclosure and Voluntary
Disclosure
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Chen (2004) as well as Eng and Mak (2003) argue that the existence of independent direc-
tors positively correlates with both mandatory and voluntary disclosure. They stress the

assumption that independent directors tend to encourage firms to disclose more informa-
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tion to investors (than requested) and thus suggest more voluntary disclosure. This survey,
however, indicates only a slightly positive relationship between the independence of direc-
tors and voluntary disclosure. Companies surveyed that had no independent directors dis-
closed 31.5 items on average, whereas companies that have independent board members
disclosed 35.4 items on average. However, this conclusion is somewhat constrained. A
suggestion for further research would be to test the proportion of outside directors (not

only the existence) and its correlation to the proportion of voluntary disclosure.

3.3 A Company’s Goverance Environment

Klapper and Love argue that firms in countries with weak overall legal systems have on
average lower rates of disclosure; Morck, Yeung and Yu’s findings show synchronous
stock price movements in emerging markets explained by the assumption that investors do
not rely on information disclosed by companies in countries with weak legal systems; La
Porta et al. also note that poor legal protection of investors in emerging markets weakens
the effectiveness of disclosure and stresses the need for legal protection of both companies
and investors. Inspired by those findings this survey tried to establish linkages between

corporate governance disclosure and a company's governance environment.

A report published by Standard & Poor's (Dallas and Chavee 2005) studies the correlation
between a country's long term foreign currency credit rating and its governance environ-
ment, which is determines by four indicators: legal environment, market environment,
regulatory environment and informational infrastructure. The “Composite Governance
Index” rates 21 countries, including the ones we surveyed, accordingly. This survey's re-
sults were compared to S&P’s index in order to find out whether and how a company's
practices in corporate governance disclosure are associated with its governance environ-

ment.

We find a positive correlation between a company's disclosure and its legal environment;
i.e. “indicators of rule of law, judicial independence, efficiency of the legal framework,
property rights, effectiveness of law making bodies and protection of minority sharehold-
ers”. This clearly proves Klapper and Love's as well as La Porta et al.’s hypotheses. Com-
panies in Russia, where the legal environment is the weakest (ranked 1) among the 21
markets ranked in the S&P index, disclose less information than companies in India, where
legal environment is ranked 10. It might be argued that companies in countries with strong

legal systems are urged to disclose required information when facing strong legislation.
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This finding again stresses the need for stronger investor protection and legal frameworks

and institutions monitoring companies’ disclosure.

Furthermore, our findings show a slightly positive correlation between a company’s rate of
disclosure and its market environment, i.e. “indicators of corruption, foreign ownership
restrictions, efficacy of corporate boards, importance of corporate social responsibility and
financial sophistication”. This result was expected and is also reflected in the ranking of
most and least disclosing countries earlier in this paper (with reference to Russia). If com-
panies' boards face less market barriers or corruption, they can operate in a more effective
way, thus its corporate governance disclosure should also provide more transparency in

comparison to a company surrounded by a corrupt market environment.

Figure 17: Correlation between a Country's Market Infrastructure and the Compa-

nies' Rate of Disclosure
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Surprisingly there is a significantly negative correlation between the companies’ rate of
disclosure and their regulatory environment, i.e. “indicators of regulatory effectiveness and
regulatory burdens” (Dallas and Chavee 2005). A possible reason for this outcome is the
fact that a large percentage of companies surveyed are not only locally but internationally
listed, thus their rate of disclosure is not only related to the country's regulations but for
examples regulations like NYSE rules (for 24 out of the 50 companies surveyed).



-30-

Figure 18: Correlation between a Country's Regulatory Framework and the
Companies' Rate of Disclosure
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However, when distinguishing between the five groups of disclosure items we find, indeed,
a positive relationship between a country's regulatory framework and its disclosure of
ownership structure and corporate responsibility. So as expected, companies that face
greater disclosure requirements also disclose more information to their shareholders. The
growing importance of policies concerning corporate responsibility and transparent owner-

ship disclosure and adequate shareholder rights are reflected in this outcome.

4 Conclusion

This survey examined and analyzed a range of the most important companies in various
sectors across five emerging markets. Especially due to the collaboration with 30% of the
companies and the in-depth analysis of all of the companies’ publications this survey is to
be considered representative for the five markets surveyed.

The outcomes of this survey provide many interesting up to date insights in the five mar-
kets surveyed. Not only main differences among the five countries but also among sectors
were found. Companies in Russia and Korea — two emerging markets becoming more and
more important — clearly have to improve their disclosure practices, especially when com-
paring their results to previous studies. Not only national guidelines and regulations but
also international standards have to be respected in a better way. Contrarily, all of the Bra-
zilian companies surveyed and most of the Indian ones performed very well, complying
with most of the UNCTAD guidelines as well as their national requirements.

We found that items pertaining to easily accessible information and items that are required

by national regulations are more often disclosed than rather specific items, which are not
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commonly requested. The two groups of items auditing and corporate responsibility and
compliance were the least disclosed and need further disclosure. Concerning many auditing
issues, companies tend to rely on their external audit; however, it is very important to also
disclose the interaction, the appointment, rotation, duration and any internal audits and
control processes. The increasing trend in corporate social responsibility - especially in the
energy sector being one of the biggest sectors surveyed - should have further effects on the

companies’ disclosure practices and improve results.

The testing of certain hypothesis in the last section of this survey clearly showed that cor-
porate governance disclosure is positively associated with return on equity and therefore
profitability - proving one of Klapper and Love's main outcomes. Hypotheses by Newell
and Wilson as well as Klapper and Love regarding the association between corporate gov-
ernance disclosure and market valuation as well as findings by Chen as well as Eng and
Mak concerning voluntary disclosure are disproved by this study.

The relationship between corporate governance disclosure and the companies’ legal envi-
ronment and market infrastructure is strikingly interesting. The weaker the legal environ-
ment, the lower the rate of disclosure. Companies disclose less if only weak legislation is
imposed upon them, we assume that investors do not rely on disclosed information as their
rights are less protected; thus disclosure is rendered ineffective. The better the market in-
frastructure, the higher the rate of disclosure. Companies in markets with less corruption
and less restrictions can operate more efficient and disclose relevant information to their

stakeholders.

However, there are certain problems concerning disclosure in general that require further
research. The question how reliable disclosed information is and whether the lack of cer-
tain disclosure items indicates that the company did not govern them the right way remain
open. In the end, we have to stress the urgent need for a reorganisation of the many differ-
ent guidelines, standards and regulations with regards to corporate governance disclosure
worldwide. Internationally recognized standards for corporate governance disclosure — as
they exist for accounting, namely IFRS - should be established in order to give companies
in emerging markets the possibility to converge, to adapt their disclosure to international

standards and thereby improve their profitability and grow.
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APPENDI X 2: Regressions

Return on Equity (Corporate Governance Disclosure)

Regression Statistics

Multiple R

R Square

Adjusted R Square

Standard Error

0,399631985
0,159705723
0,139698717

0,086410686

Observations 44
ANOVA

df SS MS F Significance F
Regression 1 0,059603706 0,059603706 7,982489661 0,007197877
Residual 42 0,313605876 0,007466807
Total 43  0,373209583

Coefficients Standard Error t Stat P-value Lower 95%

RoE 0,063119207 0,064162902 0,98373367 0,330879731 -0,06636677
CGD 0,005128204 0,001815081 2,825330009 0,007197877 0,001465221

Price to Book Ratio (Corporate Governance Disclosure)

Regression Statistics

Multiple R

R Square

Adjusted R Square

Standard Error

Observations

0,203239856
0,041306439
0,020908704
0,743281264

49
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ANOVA

df SS MS F Significance F
Regression 1 1,11877351 1,11877351 2,025050247 0,161327994
Residual 47  25,96595075 0,552467037
Total 48 27,08472426

Coefficients Standard Error t Stat P-value Lower 95%

P/B 1,40667821 0,631337541 2,228092137 0,030697342 0,136590923
CGD -0,025098606 0,017637284 -1,423042602 0,161327994 -0,060580244

Corporate Governance Disclosure (Voluntary Disclosure)

Regression Statistics

Multiple R 0,37697855
R Square 0,142112827

Adjusted R Square 0,106367528

Standard Error 7,189415983
Observations 26
ANOVA
df SS MS F Significance F

Regression 1 205,4951479 205,4951479 3,975706779 0,057642964
Residual 24 1240,504852 51,68770217
Total 25 1446

Coefficients Standard Error t Stat P-value Lower 95%
CGD 29,22740559 2,777984546 10,52108286 1,30616E-10 23,49392732

Voluntary Disclosure 0,790365953 0,396388504 1,993917445 0,057642964 -0,027739704
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Voluntary Disclosure (Directors Independence)

Regression Statistics

Multiple R 0,142455717
R Square 0,020293631

Adjusted R Square  -0,020527467

Standard Error 3,664501525
Observations 26
ANOVA
df SS MS F Significance F

Regression 1 6,675824176 6,675824176 0,497135843 0,487548374
Residual 24 322,2857143 13,42857143
Total 25 328,9615385

Coefficients Standard Error t Stat P-value Lower 95%
Voluntary Disclosure 5 1,638814903 3,050985191 0,005496001 1,617652303

Directors Independ.  1,285714286 1,823504886 0,705078608 0,487548374 -2,477814799

Corporate Governance Disclosure (Legal/Market/Regulatory/Informational Frameworks)

Regression Statistics

Multiple R 0,341792964
R Square 0,11682243
Adjusted R Square  0,038317757
Standard Error 6,797058187

Observations 50
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ANOVA

df SS MS F Significance F
Regression 4 275 68,75 1,488095238 0,221721792
Residual 45 2079 46,2
Total 49 2354

Coefficients Standard Error t Stat P-value Lower 95%

CGD 52,78108108 7,877356239 6,700354723 2,83868E-08 36,91527142
Legal -4,562162162 2,060438159 -2,214170876 0,031926001 -8,712097579
Market 3,124324324  1,434920255 2,177350492 0,034738078 0,234246618
Regulatory -4,948648649 2,064145097 -2,397432553 0,020722346 -9,106050222

Inform. Framework

1,291891892

0,933544745

1,383856423

0,173228374

-0,588363716
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