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EDITORIAL

Dear readers!

This issue of the journal is devoted to several
issues of corporate governance.

Conor O’Leary and Frances Hannah declare that
business graduates are not a homogeneous group and this
study examines whether the ethical sensitivities of graduates
can differ depending upon their business major selected. Two
groups of final year business students (270 in total), one
majoring in accounting (Acc), 155 students, one in banking
and finance (B&F), 115 students, were selected and their
ethical attitudes tested by way of business vignettes. Even
though they had received the same level of ethics training in
their course, significant differences were discovered. Both
individually, and when formed into groups (Acc 58 groups,
B&F 57 groups), accounting majors appeared more ethical
than their B&F counterparts. Also, as a cohort, accounting
majors offered significantly more consistent responses. The
B&F students appeared a more disparate group. As
instruction level was the same, irrespective of major selected,
it would appear the groups are predisposed to differing
ethical attitudes to business dilemmas. The implications of
this study are crucial for academics and perspective
employers.

Gianfranco Gianfrate and Laura Zanetti discuss the
role of organizational and governance design in a specific
sector, namely the Corporate Venture Capital (CVC). This
specific segment of the venture capital industry has so far
proved to be at least as successful as venture capital
investments carried out by “independent” or “pure” players,
but corporate-sponsored initiatives tend to be more short-
lived, cyclical and unstable. Unlike traditional venture capital
funds, CVC established by corporations usually seek both
financial returns and “strategic” benefits. We discuss the
dilemma faced by corporations setting-up CVC programs in
terms of governance design and ownership arrangements,
showing that strategic and financial performances are
unlikely to be conjointly maximized, thus leading to the
inherent instability of such programs.

Bersant Hobdari and Evis Sinani contribute to the
literature on corporate governance by providing evidence on
the importance of owner identity on technology transfer from
foreign firms. To this end they use a panel of Estonian firms
for 1993-2002 and employ panel data techniques to avoid
endogeneity and sample selection bias. They find that across
different ownership groups only domestic outsiders benefit
from spillovers of technology transfer. However, a large
technology gap with foreign firms motivates all local firms to
use their existing technology more efficiently and as such
successfully cope with the increased open market
competition. Furthermore, because of rent seeking and/or
asset striping behavior insider owned firms, face financial
constraints, and as such cannot invest in new technology as
much as domestic outsider owned firms.

Ghassan Omet, Ibrahim Saif, Hadeel Yaseen provide
answers to two questions. First, do depositors discipline
Jordanian, Kuwaiti, Omani, and Saudi banks? Second, the
fact that the Kuwaiti and Saudi deposits are 100 percent
insured explicitly and implicitly respectively, while the
Jordanian and Omani deposits are insured up to $14,000 and
$50,000 respectively, does this difference in the deposit
insurance design have any bearing on market discipline.
Based on a sample of listed Jordanian, Kuwaiti, Omani, and
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Saudi banks during the time period 1997 — 2006, the overall
results clearly indicate the absence of market discipline in
Kuwait, Oman, and Saudi Arabia. In other words, market
discipline is at work only in Jordan.

David S. Jenkins and Uma Velury examine whether the
pricing of discretionary accruals is associated with the level of
institutional ownership. = We posit that if institutional
investors monitor their investment actively, then managers
would be discouraged from using the discretion in U.S. GAAP
to manage earnings and would be encouraged to convey
private information which would translate into greater
information content. As a sensitivity test, we also examine
the relation between discretionary earnings and future
earnings. We find that this association is positively related to
the level of institutional ownership. Our results collectively
support the notion that institutional investors actively
monitor their investments and encourage managers to report
informative accruals.

Catherine Whelan provides stakeholders with an
understanding of the effectiveness of corporate governance
practices by demonstrating the link between corporate
governance and firm valuation. It is proposed that the
presence of good corporate governance practices enhances
the reliability of financial statement information, thereby
increasing the market’s reliance on this information to value
the firm. The specific focus of this research is to determine
the impact of corporate governance practices on the value-
relevance of earnings and the book value of equity as reported
in a firm’s financial statements. Results indicate that
corporate governance is not value-relevant in its own right.
However, good corporate governance practices enhance the
value-relevance of earnings but reduce the value-relevance of
the book value of equity.

Christopher J. Marquette and Thomas G. E. Williams
find that for passive, buy-and-hold investors, restricted
voting shares dominate superior voting shares in mean-
variance space. This relationship also holds for a four factor
model specification of stock returns. Their evidence indicates
that passive, buy-and-hold investors can achieve a higher
return with restricted vote shares than superior vote shares
with no increase in either stand-alone or portfolio risk.

Vernon P. Dorweiler and Mehenna Yakou describe
conduct of corporate officers, in their use of corporate assets.
That use is beyond lawful, for their corporate positions.
Specifically, the paper (1) describes corporate officer actions,
and (2) then identifies impacts on the corporation’s
reputation and leaders. Findings are presented in Exhibits 1-
3, in a form as assigned criminal liability, and the range and
detail of sanctions imposed. Exhibit 4 analyzes select
companies, detailing offenses charged. The paper
summarizes industries of corporations, and categorizes the
crises of business organizations. This paper is to warn
corporations of the liabilities associated with such conduct,
with the presentation from a non-accusatory point of view
(Leeds, 2003).

Jayalakshmy, A. Seetharaman and Romuald
Marappan conducted an analysis containing a comparison
of the fees paid by the companies towards audit as well as non
audit services to the same audit firm. This paper, thus, looks
at the resultant effect and how an individual or corporation
may proceed under the new accounting environment. It has
been concluded that, while the law is a bit flexible towards the
auditors accepting non audit work along side audit work, it is
the duty of the professional bodies to implement compelling
codes of conduct. One of the ways identified is by ensuring
that the accounting or management consultant of a company
shall not accept to act as a statutory auditor for the same
company in the immediate five years following the year in
which the firm had acted as a consultant. A similar clause
was imposed and is being implemented only by two countries
around the world; Hong Kong and Singapore.
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