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EDITORIAL 
 

 

 

Dear readers! 

 

 

Summer of 2010 was a very hot season for regulators and practitioners attracting a strong interest 
of academics.  
 
The US initiatives in corporate governance regulation came first in the board practices which come 
as a primary field of research including Corporate Ownership and Control journal. Thus, U.S. 
regulators will let investors owning 3 percent of a company nominate directors on corporate 
ballots, a step that may help shareholders oust board members accused of overpaying executives 
and failing to boost shares. The Securities and Exchange Commission required that companies put 
investor board candidates on the proxy statements sent to stockholders before director elections. 
Investors or groups that meet the ownership threshold for three years will be eligible to offer 
nominees. The SEC acted in response to investor complaints that company-selected directors failed 
to rein in compensation and risk-taking that led to more than $1.79 trillion of financial- company 
writedowns during the credit crisis.  
 
Another point of view for proper research was the issue of the stakeholder participation in 
corporate governance. Earlier this year the European Commission published a green paper titled 
“Corporate governance in financial institutions and remuneration policies”. The main issues to 
discuss were the issues of the stakeholder involvement in corporate governance and the issue of 
remuneration policy. The recent issue of the journal contains some very interesting findings 
regarding those issues underlined by the European Commission too. 
 
The same issue, namely Director remuneration, has been stressed this Summer in the UK too. The 
Financial Services Authority has published a consultation paper in which it sets out proposed 
changes to its Remuneration Code in the light of the Capital Requirements Directive and the 
Financial Services Act (2010). 
 
The role of shareholders in the compensation setting has been underlined in the USA. The Wall 
Street Reform and Consumer Protection Act was signed in July by the President. The Act will bring 
about the most significant financial regulatory reform since the 1930s and also includes corporate 
governance measures. For example, Section 951 provides for a shareholder vote on compensation 
disclosure and Section 952 sets out requirements for compensation committee independence.  
 
As we see the issues of the board practices, director independence, remuneration and stakeholder 
participation in corporate governance have become the most important for regulators and 
practitioners. The recent issue of the journal Corporate Ownership and Control pays attention to 
those issues too, as well as to the issues of corporate ownership and control, financial reporting, etc. 
I hope that you will enjoy reading the journal and come back to us with your outstanding papers 
again! 
 

http://ec.europa.eu/index_en.htm
http://www.fsa.gov.uk/
http://fsahandbook.info/FSA/html/handbook/SYSC/19
http://ec.europa.eu/internal_market/bank/regcapital/index_en.htm#crd
http://www.statutelaw.gov.uk/legResults.aspx?LegType=All+Legislation&title=financial+services+act&Year=2010&searchEnacted=0&extentMatchOnly=0&confersPower=0&blanketAmendment=0&TYPE=QS&NavFrom=0&activeTextDocId=3698049&PageNumber=1&SortAlpha=0
http://thomas.loc.gov/cgi-bin/cpquery/R?cp111:FLD010:@1%28hr517%29:
http://thomas.loc.gov/cgi-bin/cpquery/R?cp111:FLD010:@1%28hr517%29:
http://thomas.loc.gov/cgi-bin/cpquery/R?cp111:FLD010:@1%28hr517%29:
http://thomas.loc.gov/cgi-bin/cpquery/?&dbname=cp111&sid=cp111U1kV0&refer=&r_n=hr517.111&item=&&&sel=TOC_1765607&
http://thomas.loc.gov/cgi-bin/cpquery/?&dbname=cp111&sid=cp111U1kV0&refer=&r_n=hr517.111&item=&&&sel=TOC_1765607&
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subtracting a capital charge from it. Through the use of binary logistic regression the strength of several 
key corporate governance measures were tested in order to ascertain whether they have a significant 
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impact on influencing a firm to use EVA®. A major finding is that firms that employed EVA® as part of 
their compensation package tend to have a weaker corporate governance. 
 
THE VOLUNTARY CSR DISCLOSURE IN CORPORATE ANNUAL REPORTS:  
EVIDENCE FROM AUSTRALIA                                                                                                              49 
 
Nicholas Andrew, Mark Wickham 
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outcomes is well established in corporate governance literature. Over the past two decades in particular, 
there has been an increased recognition of this relationship in the business community and a concomitant 
increase in the quantity and detail of CSR activities being voluntarily reported by corporations has been 
observed.  The rationale for the increasing levels of voluntary CSR reporting has been attributed to two 
main corporate strategies: to conform to the expectations of the society and to socially legitimise their 
operations to their salient stakeholder groups. Whilst there has been extensive academic interest in the 
concept of CSR, it has focused almost exclusively on normative definitions of the concept, and/or the 
presentation of empirical evidence that details „why corporations should report their CSR activities‟ and 
„what CSR activities they should report‟. What is lacking the literature, however, is a focus on the question 
as to „how do corporations strategically report their CSR activities?‟ We find that there is evidence to 
support a „Core/Periphery Model‟ of strategic CSR disclosure, which we feel provides a framework for 
predicting how corporations will voluntarily disclose their CSR performance given the issues, events 
and/or crises that affect their industry environments. 
 
ENTERPRISE VALUE AND DISCLOSURE LEVEL:  
EVIDENCES IN THE BRAZILIAN MARKET                                                                                               56 
 
Fabio Gallo Garcia, Elmo Tambosi Filho, Luiz Maurício Franco Moreira 
 
There is a strong tendency in global markets towards an enhanced level of corporate transparency 
regarding the activities of companies and, as a result, information on their performance. The Purpose of 
this study is to analyze the relationship between greater disclosure levels and shareholder value creation. 
Increasing levels of disclosure are required from companies‟ management before shareholders and the 
society in general. Obscure practices that fail to take into consideration the best interests of shareholders 
increase risks and cause shares to lose liquidity. The São Paulo Stock Exchange‟s “Novo Mercado” (“New 
Market”)  emerged from the intent to improve the Brazilian stock market by adopting best practices in 
corporate governance, adding transparency to disclosed information, and heightening the respect for the 
interests of shareholders, whether they may be minority or not. The “Novo Mercado” intends to foster a 
differentiated environment in which companies committed to corporate governance are recognized and can 
benefit from better stock prices, resulting in lower placement costs and increased liquidity. Our research 
will assume that companies with American Depositary Receipts - ADRs are committed to a higher level of 
disclosure as a result of the requirements of the Security Exchange Commission – SEC, and the Financial 
Accounting Standards Board - FASB; an empiric study about these firms will be performed. We will 
determine, through a Study Event concerned with cases where ADR have been issued, which consequences 
of the commitment to higher levels of disclosure as regards shareholder are responsible for value creation, 
and what are the reflections on the stock price quoted in the Brazilian market. 
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EVIDENCE FROM DEVELOPING COUNTRY                                                                                           62 
 
Mazlina Mustapha,   Ayoib Che Ahmad 
 
This paper tests the effect of managerial (inside) and block-holders (outside) ownership in relation to 
agency theory in Malaysian business environment. This study tests the agency relationship in different 
culture and social contact and provides evidence whether agency theory in non-western organizations 
have equal impact in Asian organizations. Consistent with agency theory and the convergence of interest 
hypothesis, managerial ownership (insiders) in Malaysia indicate a negative relationship with the demand 
for monitoring. This finding may be due to the fact that as the managers are also the owners, there is less 
conflict, less information asymmetry and less hierarchical organization structure in the companies, which 
lead to lower monitoring costs. However, another ownership structure, outside block-holders appear to 
demand more monitoring. This positive relationship may be explained by their effort to compensate their 
lack of involvement in the daily transactions and internal decisions of the company, especially in the 
concentrated business environment in the country.  
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