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This study empirically examines the impact of effectiveness of both corporate boards and
audit committee on foreign ownership in selected non-financial listed companies of the stock
markets in Gulf Cooperation Council (GCC) countries. The study was built on fixed effect
model and conducted over the period of 2012-2015 for 143 non-financial listed companies on
the GCC stock markets. Our results explain that foreign ownership is positively related to the
effectiveness of both the boards of directors and the audit committees. The implication of this
study may help beneficiaries in making better policy decisions and provide guidance for
corporate managers on the needs of foreign investors.

Keywords: effectiveness of corporate boards, effectiveness of audit committee, foreign
ownership, panel data analysis; fixed effect
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1. Introduction

Foreign ownership is defined as the percentage of shareholding of non-resident foreign
investors and foreign portfolio equity investors (Bokpin, Isshaq&Nyarko, 2015;
Mangena&Tauringana, 2007;Waqas, Hashmi &Nazir, 2015).Participation of foreign
investors in domestic financial markets has increased over the last few years in the
developing countries (Ramaswamy&Li, 2001). Foreign capital inflow has become more
significant in developing countries. Prior studies have stated that foreign investors play an
important role in emerging markets. First, foreign investor participation promotes
development of emerging markets by increasing the supply of capital (Bekaert, Harvey
&Lundblad 2003; Mangena&Tauringana, 2007;Ramaswamy& Li, 2001), thus ensuring
liquidity and efficiency of these emerging markets (Bekaerter al. 2003). Second, opening the
market to foreign investors may increase the value of local companies, thereby reducing their
cost of equity capital (Bekaerter al. 2003;Mangena&Tauringana, 2007). Third, foreign
investors improve the inflow of foreign exchange, which is often greatly needed in
developing countries to finance imports and other foreign payments (Mangena&Tauringana,
2007).

Miletkov, Poulsen and Wintoki (2014) andBushman and Smith (2003) pointed out that an
effective corporate governance structure reduces foreign investors’ risks and increases their
confidence and willingness to invest in particular listed companies. Also, it helps to ensure
that foreign investors receive reliable information about the performance of the company and
that the value of their investment is not expropriated by managers and controlling
shareholders. Ajinkya, Bhojrajand Sengupta (2005) indicated that effective corporate
governance can constrain corporate managers and/or controlling shareholders from
expropriating other investors by ensuring an environment of greater transparency through
better monitoring; thus foreign investors will be likely to be more dependent on an effective
corporate governance structure.

This study is motivated by the fact that most of the previous studies on foreign ownership
have been conducted in developed countries with low ownership concentration
(e.g.,Aggarwal, Klapper, &Wysocki, 2005; Bowman & Min, 2012; Dahlquist&Robertsson,
2001; Jiang & Kim, 2004; Kang, 1997; Miletkov et al., 2014; Min & Bowman, 2015). Their
results indicate that foreign investors are more attracted to large firms with high
book-to-market ratio, low leverage and high independence of the board of directors as well as
the audit committee. However, the above results might notbe generalizable to developing
countries, where the ownership structure is more concentrated. Therefore, our study
focuseson developing countries, specifically theGulf Cooperation Council (GCC)
countries,namely Saudi Arabia, Bahrain, Oman, the United Arab Emirates (UAE) and Qatar.

The GCC’s developing countries have high concentrated ownership, where family owners
control around 70% ofthe business (Gulf Family Business, McKinsey & Company, 2015).
Other unique features in GCC countries are high level of government intervention, low legal
protection, poor information, high insider trading, politically unstable markets, low financial
reporting quality and high political connections (Kern, 2012). GCC countries have not
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adequately attracted foreign portfolio investment. The foreign investors’ investment activity
in the GCC countries remains low, as investors’ share in the stock market from outside the
GCC is low. For example, in 2015 the average foreign ownership in Saudi Arabia is around
4.58% and in Dubai, it is around 6.75% (GulfBase, 2015).

Many previous studies have examined the board of directors and audit committee
characteristics individually on foreign ownershipsuch as Bokpin, Isshaq&Nyarko, (2015);
Bowman & Min, (2012);Mangena&Tauringana, (2007); Miletkov et al., (2014) and Min &
Bowman, (2015) however, foreign investors take into consideration the effectiveness of
corporate governance practices as a bundle in their investment decisions (Agrawal &Knoeber,
1996). Therefore, this study is motivated by Agrawal and Knoeber (1996) and Cai, Qian, and
Liu (2009) who arguedthat using an individual measurement for governance mechanism
might not reflect the effectiveness of the governance structure comparedto using a composite
measurement of the governance mechanism.Basedon the fact that internal governance
mechanismscomplement each other, where the effectiveness of a particular mechanism may
depend on the effectiveness of others (Rediker& Seth, 1995; Davis &Useem, 2002).
Therefore this study contributes to the literature by examining the effectiveness of boththe
corporate boards and audit committee using a composite measurementas a bundle on
attracting foreign ownership.

Thus, the aim of this study is to examine whether the effectiveness of both the board of
directors and audit committee is associated with foreign ownership in listed companies in the
GCC Stock Markets. More specifically, this study focuses on the four main internal
monitoring characteristics of the board of directors as well as audit committee, namely,
independence, size, frequency of meetings and financial expertise, which effectively capture
the board of directors and audit committee as monitoring devices. The components of these
characteristics are constructed as a score to reflect the effectiveness of the board of directors
and the audit committee. These characteristics complement each other, for example,
independent directors without financial expertise might not understand accounting numbers
(Agrawal & Chadha, 2005; and Mustafa & Ben Youssef, 2010), and less frequent meetings
and inappropriate size of the board may make it difficult to monitor management and enhance
the quality of financial reporting. In other words, the absence or failure of one of the board’s
monitoring characteristics can lead to the weakness or failure of others, which in turn, can
weaken and hinder the performance of the board of directors as an internal monitoring
device.Thus, this study intends to achieve the following objective:To examine the impact of
the effectiveness of both the board of directors and audit committee on attracting foreign
ownership.

This paper is organised as follows: Section two summaries previous studies. Section three
describes the data used and methodology. Section four presents the results and analysis, while
the fifth section concludes the study.

2. Literature reviewand hypothesis development

Since foreign investors take into consideration the quality of financial reporting in their
investment’ decision.This study focus on investigate the effectiveness of the board of
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directors and audit committeethat have a significant role in financial reporting quality
(Mangena&Tauringana, 2007; Nawafly& Al-arussi, 2016). Several studies have examined the
effectiveness of the board of directors and audit committee (Kalbers&Fogarty, 1993;
Garcia-Sanchez, 2010; McMullen &Raghunandan, 1996).

Alzoubi(2012) andJohl, Satirenjit, Subramaniam and Cooper (2013) contended that theboard
of directors is the main factor that affects financial reporting quality.It has been contended
that effective corporate governance may increase the confidence of foreign investor through
the quality of financial reporting as the information sources to the foreign investors.

Goh(2009) contended that board size, board independence and frequency of board meetings
are the main factors that reflect the effectiveness of the board. In addition, Chobpichien,
Haron and Ibrahim (2008) and Johl et al.(2013) claimed that board size, independence,
financial expertise and frequency of board meetings are the key elements that reflect board
quality and that encourage managers to report more information to external stakeholders.

Other studies, such asZaman, Hudaib andHaniffa (2011)who investigated the relationship
between audit committee effectiveness and earnings quality, have argued that the
effectiveness of the audit committee enhances financial reporting quality and provide high
quality financial accounting information to investors and other users through annual reporting.
According to Salleh andHaat (2014), the primary objective of the audit committee is to
achieve the board’s legal responsibilities in light of the credibility and objectivity of the
financial report.The effectiveness of the audit committee refers to the number of members of
the committee who have the qualifications, power and resources to safeguard the interests of
foreign investors by ensuring correct financial reporting, internal controls and risk
management via effective overseeing of activities (Salleh&Haat, 2014).

In the context of a previous study on foreign ownership, Bokpin and Isshaq (2009) and
Bokpinet al. (2015) studied the effect of transparency and corporate governance on foreign
share ownership, and found that decisions of foreign investors are based on corporate
governance and disclosure norms of listed firms. It has also been revealed that foreign
investors steer clear of investment in companies that lack a corporate governance structure
and which have ineffective disclosure practices since disclosure and transparency are
important for foreign investors (Mangena&Tauringana, 2007; Al-arussi, Selamat&Hanefah,
2009).

Additionally, Kim, Eppler-Kim, Kim, and Byun (2010) examined the influence of weak
corporate governance on equity invested by foreign investors and found that foreign equity
ownership has a negative effect on a firm’s ownership concentration. However, it impacts
positively on the efforts taken by the company to improve corporate governance.

Meanwhile,Haldarand Nageswara (2012) investigated the association between foreign
portfolio investment and corporate governance in India. The study used 500 industrial firms
as a sample. The findings reveal that foreign ownership in the country is greatly influenced
by the financial characteristics and factors of corporate governance.
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Similarly, Aggarwal et al. (2005) revealed that foreign investors have a greater tendency to
opt for firms having a robust corporate governance mechanism as their money requires
protection from mismanaged companies. In this case, shareholders are able to control the
confiscation of assets. Also, block shareholders influence the company’s value and the
personal benefits obtained from it. This type of companies face high costs in raising external
funds.

Furthermore, Klapper and Love (2004) revealed that ineffective corporate governance
changes the choice of foreign investors to foreign direct investment (FDI) as opposed to
indirect portfolio investment as FDI has better protection. Along a similar line of contention,
Dahlquistet al. (2003) studied foreign ownership and the characteristics of the company in the
context of Sweden’s protected market. They showed the significant presence of foreign
investors in major firms having good corporate governance and having large cash assets.
They also noted that the size of the company is determined by its liquidity size.

Ammer, Holland, Smith, and Warnock (2012),Leuz, Lins, and Warnock (2010) and Miletkov
et al. (2014) revealed that the investment of the US in a foreign company multiplies when the
companies are cross-listed on the USExchange, although following the correction of selection
bias related to the size of companies, financially transparent companies and liquidity of
companies attract foreign investment as they are expected to be cross-listed more.

Previous studies on foreign ownership such as Bowman & Min, (2012),
Mangena&Tauringana (2007),Miletkovet al.(2014) andMin & Bowman(2015) examined the
relationship of foreign ownership and corporate governance mechanisms, the results indicate
that foreign investors are more attracted to high independence of the board of directors as
well as the audit committee.

Based on the above discussion, the following hypothesises formulated as follow:

HI: There is a significantly positive relationship between the board of directors’ effectiveness
and foreign ownership.

H2: There is a significantly positive relationship between audit committee’ effectiveness and
foreign ownership.

3. Data and Methodology
3.1 Data Description

The study utilizes secondary data collected from the annual reports of non-financial listed
companies inthe GCC Stock Markets. The sample comprises only non-financial listed
companies that have foreign ownership for the period of 2012 to 2015.The total number of
selected companies is 143 which presented 572 observations (Table 1 shows the sample size
of the study).
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Table 1. Sample size of selected non-financial companies with foreign ownership

Country Saudi Oman Qatar Bahrain UAE  Total
Arabia

Selected Non- financial

companies with foreign 40 56 20 12 15 143

ownership.

The data of the board of directors’ effectiveness, audit committee’ effectiveness, foreign
ownership, firm size and leverage are collected from the annual reports. While the data of the
economic variables collected from World Bank database. Political risk variable data is
obtained from the Political Risk Services (PRS) group’s database. STATA software package
1s used.

3.2 Model Specification

This study uses panel data analysis (fixed effect) to examine the effect of both the board of
directors and audit committee on the foreign ownership.

This study includes firm size and leverage, exchange rate risks, inflation risks, economic
growth which measured by GDP and political risks as control variables.

The regression model is as follow:

FOROWNERS;=0y + BlBDSCOREit + BzACSCOREit + B3FMSIZEit + B4LEVit + BSPRit +
BsERR;¢ + B7IR;¢ + BsGDP;; +éis.

Where,

Following the literature, the former variables are defined and measured as follow:

FOROWNERS Foreign ownership, measured by the percentage of shares held by
foreign investors in the listed non-financial company at the end of
financial year.

BDSCORE Board of Directors” effectiveness (Score), and measured by the sum of
four components (financial expertise, size, independence and
frequency of meetings) ranges between 0 and 4 with 0 indicating
lowest effectiveness and 4 highest effectiveness. Where,

Board Financial expertise = a value of “1” is given if at least one of the
board members is a financial expertise. Or alternatively a value of “1”
is given if the percentage of financial experts more than the median
value and “0” otherwise.

Board Size = a value of “1” is given if the number of members in the
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ACSCORE

FMSIZE
LEV

PR

ERR

board is larger than the median value and “0” otherwise

Board Independence = a value of “1” is given if all board member are
independent. Or alternatively a value of “1” is given if the percentage
of independent members in the board is larger than the median value
and “0” otherwise

frequency of meetings of board = a value of ““1” is given if the number
of board meetings is larger than the median value and “0” otherwise

Audit Committee’ effectiveness (Score), and measured by the sum of
four components (financial expertise, size, independence and
frequency of meetings) ranges between 0 and 4 with 0 indicating
lowest effectiveness and 4 highest effectiveness. Where,

Financial expertise of Audit Committee = a value of “1” is given if at
least one of the Audit Committee members is a financial expertise. Or
alternatively a value of “1” is given if the percentage of financial
experts more than the median value and “0” otherwise.

Audit Committee size = a value of “1” is given if the number of
members in the Audit Committee is larger than the median value and
“0” otherwise

Audit Committee Independence = a value of “1” is given if all Audit
Committee members are independent. Or alternatively a value of “1” is
given if the percentage of independent members in the Audit
Committee is larger than the median value and “0” otherwise

frequency of meetings of Audit Committee = a value of “1” is given if
the number of Audit Committee meetings is larger than the median
value and “0” otherwise

Firm size, measured by using the natural logarithm of the total assets.
Firm leverage, measured by dividing total liabilities by the total assets.

Political risks, measured by international countries risks guide (ICRG).
It is scored by assigning risk points to a pre-set group of factors.
Political risks rating range from a high of 100 (least risk) to a low of 0
(highest risk) guide (ICRG) rate for each GCC countries.

Exchange rate risk, measured by using the yearly percentage of change
of nominal exchange rate of currencies of GCC countries to the US
dollar.
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Inflation risk, measured by using yearly percentage of change in the
consumer price index (CPI) per each GCC countries.

GDP Economic growth, measured by using yearly Gross Domestic Product
(GDP) growth rate of each GCC countries.

4. Results and Discussion
4.1 Descriptive Statistics

A summary of descriptive statistics of foreign ownership in GCC countries is presented in
Table 2. The descriptive statistics of foreign ownership model involves all the main
independent variables. The results of the foreign ownership during the study period. Table 2
indicates that the mean proportion of shares held by the foreign investors is 0.11 percent with
a minimum holding of zero and a maximum holding of 0.59 percent.The zero minimum value
for the foreign ownership indicates that there are companies that did not have shares held by
foreign investors in 2012, while in 2013, 2014 and 2015, they had shares owned by foreign
investors.

Table 2. Descriptive Statistics for Continuous Variables

Variables Observations Mean Std. Dev. Min Max
FOREOWNERSHIP 572 0.11 0.14 0 0.59
BDSCORE 572 1.76 1.23 0 4
ACSCORE 572 1.58 1.23 0 4
LOGFIRMSIZE 572 12.83 2.76 6.95 18.40
LEV 572 23.39 20.49 0 86.9
PR 572 81.94 4.30 72 89
ERR 572 0.0000186 0.0000793 -0.0001453  0.0002085
IR 572 -13.91 56.02 -168.65 114.38
GDP 572 4.62 1.89 2.54 9.33

Table 2summarises the effectiveness of the board (board score) with an average of 1.76 with
a minimum score of 0 and maximum score of 4, which indicates that some boardsare more
effective than others. Table 2 also shows that the average score for the effectiveness of the
audit committee is 1.58 with a minimum score of 0 and maximum score of 4, which indicates
that the audit committee score is more effective some companies than others.

4.2. Correlations matrix and multicollinearity

In Table 3, the Pearson correlation results reveal several significant relationships between
independent and control variables, Results in Table 3 show low coefficient correlation, where
all values of correlation are below than 0.70.Tabachnick and Fidell (1983) emphasis the
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existence of multicollinearity problem if the correlation between variables is more than 0.9
percent. Since the highest values are less than 0.9 percent, indicating un-existence of
multicollinearity.

Table 3. Correlations Matrix of Study Variables

1 2 3 4 5 6 7 8 9
1  FORESHARE 1

2 BDSCORE 590" 1

3 ACSCORE 5207 653" 1

4 LOGFIRMSIZE | -0.01 246" 154" 1

5 LEV 1757 2337 2047 1617 1

6 PR 2177 192 164”  -100° 1647 1

7 ERR -0.06 -0.01 0.017 1257 -0.044 -271" 1

8 IR -107° 0.015 -0.034 347" -0.001 0.009  0.025 1

9 GDP 0917 -0.03  0.03 -285" 0.056 216 -5297 -204" 1

**_ Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

Myers (1990) suggested that even when the correlations between the independent variables
are not very high, some degree of multicollinearity can still exist. This study examines the
extent to which multicollinearity presents a problem in the estimation of the relationship
between our dependent and independent variables by computing the variance inflation factor
(VIF) for each independent variable. The VIFs should not exceed the critical value of 10
figure level (Myers, 1990). Table 4 shows the mean VIFs in our model do not exceed 1.43.

Table 4. Standard Tests on VIF Results

Collinearity Statistics

VIF 1/VIF
BDSCORE 1.87 0.534446
ACSCORE 1.78 0.563239
LOGFSIZE 1.34 0.746162

Variables

GDP 1.55 0.646073
ERR 1.46 0.684420
PR 1.18 0.850589
IR 1.18 0.846486
LEV 1.11  0.904524

Mean VIF 1.43

199 ajfa.macrothink.org



A ISSN 1946-052X
Institute™ 2017, Vol. 9, No. 2

4.3 Discussion of Results

A\\ M acrot h in k Asian Journal of Finance & Accounting

The analysis of the fixed effect model is conducted based on the Hausman test statistics,
where the probability of the test statistics (0.066) is statistically significantat 10% level,
which implies that the fixed effect model isan appropriate to conduct the regression analysis.
Table 5 shows that the foreign ownership (dependent variable) of the underlying model is fit
and statically significant at the 5% level, where the calculated F-value = 16.80 is higher than
its critical value of 1.95.The adjusted R” indicates that the totalvariation of the foreign
ownership over the study period is explained within its explanatory variables by about 41%.

Table 5. Results of the Model

Variables Coefficient T-Statistics P-Values
_cons -0.339%** -2.99 0.003
BDSCORE 0.00970%** 5.49 0.000
ACSCORE 0.00703*** 4.44 0.000
LOGFMSIZE 0.0230%** 3.39 0.001
LEV -0.00104*** -6.61 0.000
PR 0.00184%** 2.17 0.031
ERR -22.36 -1.46 0.145
IR -.000029 -1.35 0.176
GDP 0.0000263 -0.04 0.966
Observations 572
R-squared 0.242
Adjusted R squared 0.41
Number of id 143
Prob> F 0.0000
Hausmantest (Prob>chi2) 0.0661

k% p<().01, ** p<0.05, * p<0.1

Table 5 shows that the coefficient of board of directors’ effectiveness is strong and positively
related to foreign ownership at the 1% significance level. Therefore, foreign investors are
attracted to companies with a strong board of directors. This result supports the argument of
the agency theory which considers the board as a significant monitoring mechanism of the
management and for protectingforeign investorsfrom managers (Jensen &Meckling, 1976).
Also, this result supports the argument of FamaandJensen (1983) that boards assist in
enhancing financial reporting via overseeing management, to ensure foreign investors to be
protected from exploitation by management. This finding is consistent with previous studies,
such as Johl et al. (2013), Chobpichienet al.(2008) and Ward,Brown and Rodriguez(2009)
which state that the board effectiveness can optimallymitigate agency cost and safeguard the
interests of investors.

As for audit committee effectiveness,Table 5 shows that audit committee effectiveness is
positivelyrelated to foreign ownership, with the coefficient at the 1% significance level. This
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result indicates that a strong audit committee attracts more foreign investors to the
company.This result supports the agency theory on audit committee effectiveness in
protecting investors. This result is consistent with SallehandHaat (2014) who described the
effectiveness of the audit committee as the power and resources that qualified members have
to safeguard the interests of investors by ensuring correct financial reporting, establishing
smooth information flow among them and ensuring transparent and authentic reporting for
foreign investors. Other studies, like Rouf (2011) and Kyereboah-Coleman (2008)have
described the audit committee as the most dependable mechanism used to protect the interests
of the foreign investors.

5. Concluding Remarks

The aim of this study is to examine the relationship between foreign ownership and
effectiveness of board of directors and effectiveness of audit committee in GCC countries,
asin term of the firm level. Our empirical study uses a panel data set of 143 non-financial
listed firms in GCC countries during the period from 2012 to 2015. We find a positive
relationship between effectiveness of the corporate board and audit committee with foreign
ownership in GCC countries with high ownership concentration and low legal protection.
These results indicate that the effectiveness of the board and audit committee is important
determinants of foreign ownership level in the GCC countries. It suggests that foreign
ownership is higher in firms with an effective corporate board as well as audit committee.
Our findings show that increasing the effectiveness of the board of directors and audit
committee is an effective mechanism for attracting foreign investors.It has important
implications for corporate decision-makers, especially for those countries with lower levels of
investor protection. Given this, it is suggested that foreign investors avoid investing in
companies in developing countries due to weak corporate governance structures. The results
of this study suggest that foreign investors have a preference for companies which have an
effective corporate board as well as audit committee and companies in which their
investments are more likely to be protected.

In view of the efforts to improve corporate governance in developing countries, our results
are likely to have policy implications. For developing countries, such as GCC countries,
fostering an environment with a more effective governance mechanism could have positive
effects on foreign investors’ participation in listed companies. Thus, policy makers should
introduce policies that can motivate more investors to the region. Policy makers have to
reformulate the regulations that can protect and enhance the confidence of foreign investors.
The results provide an important indication that foreign ownership needs to be more
investigated for a deep future study with different factors. Future researchers could extend
this study to other countries in the Middle East region and indeed to other countries where
data on foreign ownership is available.

References

Aggarwal, R., Klapper, L., & Wysocki, P. D. (2005). Portfolio preferences of foreign
institutional investors.Journal of Banking & Finance, 29(12),
2919-2946.https://doi.org/10.1016/j.jbank{in.2004.09.008

201 ajfa.macrothink.org



ISSN 1946-052X

\\ M ac roth i “k Asian Journal of Finance & Accounting
A Institute ™ 2017, Vol. 9, No. 2

Agrawal, A., & Chadha, S. (2005). Corporate governance and accounting scandals*.Journal
of law and economics, 48(2), 371-406. https://doi.org/10.1086/430808

Agrawal, A., & Knoeber, C. R. (1996). Firm performance and mechanisms to control agency

problems between managers and shareholders. Journal of financial and quantitative analysis,
31(03), 377-397. https://doi.org/10.2307/2331397

Ajinkya, B., Bhojraj, S., & Sengupta, P. (2005). The association between outside directors,
institutional investors and the properties of management earnings forecasts. Journal of
accounting research, 43(3), 343-376. https://doi.org/10.1111/5.1475-679x.2005.00174.x

Al arussi, A. S., Selamat, M. H., & Hanefah, M. M. (2009). Determinants of financial and
environmental disclosure through the Internet by Malaysian listed companies. International
Journal Asian Review of Accounting Journal (ASEAN), 17(1).

Al-Jaifi, H. A. A., Abdullah, N. A. H., & Regupathi, A. (2016). Risks and Foreign Direct
Investment Inflows: Evidence from Yemen. Jurnal Pengurusan (UKM Journal of
Management), 46. https://www.researchgate.net/publication/305375927

Al-Najjar, B. (2010). Corporate governance and institutional ownership: evidence from
Jordan. Corporate Governance: The international journal of business in society, 10(2),
176-190. https://doi.org/10.1108/14720701011035693

Alzoubi, E. S. S. (2012). Board characteristics and financial reporting quality among
Jordanian Listed Companies: Proposing conceptual framework.Asian Journal of Finance &
Accounting, 4(1), 245-258. https://doi.org/10.5296/ajfa.v411.1442

Ammer, J., Holland, S. B., Smith, D. C., & Warnock, F. E. (2012). US international equity
investment.Journal of accounting research, 50(5), 1109-1139.
https://doi.org/10.1111/5.1475-679X.2012.00464.x

Bekaert, G., Harvey, C. R., & Lundblad, C. T. (2003). Equity market liberalization in
emerging markets.Journal of Financial Research,26(3), 275-299.
https://doi.org/10.1111/1475-6803.00059

Bokpin, G. A., & Isshaq, Z. (2009). Corporate governance, disclosure and foreign share
ownership on the Ghana Stock Exchange. Managerial Auditing Journal, 24(7), 688-703.
https://doi.org/10.1108/02686900910975387

Bokpin, G. A., Isshaq, Z., &Nyarko, E. S. (2015). Corporate disclosure and foreign share
ownership: empirical evidence from African countries. International Journal of Law and
Management, 57(5), 417-444. https://doi.org/10.1108/IJLMA-01-2014-0004

Bowman, R. G., & Min, B. (2012). The Positive Impact of Corporate Governance on Foreign
Equity Ownership: Evidence from Korea.Paper presented at the 2012 Financial Markets &
Corporate Governance Conference.https://doi.org/10.2139/ssrn.2026036

202 ajfa.macrothink.org



ISSN 1946-052X

\\ M ac roth i “k Asian Journal of Finance & Accounting
A Institute ™ 2017, Vol. 9, No. 2

Bushman, R. M., & Smith, A. J. (2003). Transparency, financial accounting information, and
corporate governance. Financial Accounting Information, and Corporate Governance.
Economic Policy Review, 9(1). https://ssrn.com/abstract=795547

Cai, J., Qian, Y., & Liu, Y. (2009). Information asymmetry and corporate governance. Drexel
College of Business Research Paper (2008-02). https://doi.org/10.2139/ssrn.1082589

Chobpichien, J., Haron, H., & Ibrahim, D. (2008). The quality of board of directors,
ownership structure and level of voluntary disclosure of listed companies in Thailand.Euro
Asia Journal of Management, 3(17), 3-39. http://eprints.usm.my/id/eprint/10396

Dahlquist, M., &Robertsson, G. (2001). Direct foreign ownership, institutional investors, and
firm  characteristics.  Journal  of  Financial =~ Economics,  59(3), 413-440.
https://doi.org/10.1016/S0304-405X(00)00092-1

Dahlquist, M., Pinkowitz, L., Stulz, R. M., & Williamson, R. (2003). Corporate governance
and the home bias.Journal of financial and quantitative analysis, 38(01), 87-110.
https://doi.org/10.2307/4126765

Davis, G. F., &Useem, M. (2002). Top management, company directors, and corporate
control. Handbook of Strategy and Management, 233-59.

Fama, E. F., & Jensen, M. C. (1983). Separation of ownership and control. The Journal of
Law & Economics, 26(2), 301-325. https://doi.org/10.1086/467037

Garcia-Sanchez, 1.-M. (2010). The effectiveness of corporate governance: Board structure
and  business  technical efficiency in  Spain.  CEJOR, 18,  311-339.
https://doi.org/10.1007/s10100-009-0112-4

Goh, B. W. (2009). Audit committees, boards of directors, and remediation of material
weaknesses in internal control. Contemporary Accounting Research, 26(2), 549-579.
https://doi.org/10.1506/car.26.2.9

Gulf Family Business, A., McKinsey, & Company. (2015). GCC family-owned businesses
collectively earn $100bn annually.
http://2016.omanobserver.om/gcc-family-owned-businesses-collectively-earnhttpomanobserv
er-omp220202previewtrue-100-billion-annually/

GulfBase. (2015). GCC Stock Markets- Markets Summary.

Haldar, A., & Nageswara Rao, S. (2012). Portfolio flows and governance in corporate India.
IUP Journal of Corporate Governance, 11(2). https://ssrn.com/abstract=2256086

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency
costs and ownership structure.Journal of Financial Economics, 3(4), 305-360.
https://doi.org/10.1016/0304-405X(76)90026-X

Jiang, L., & Kim, J. B. (2004). Foreign equity ownership and information asymmetry:
evidence from Japan. Journal of International Financial Management & Accounting, 15(3),
185-211. https://doi.org/10.1111/j.1467-646X.2004.00107.x

203 ajfa.macrothink.org



A ISSN 1946-052X
Institute™ 2017, Vol. 9, No. 2

Johl, S. K., Johl, S. K., Subramaniam, N., & Cooper, B. (2013). Internal audit function, board
quality and financial reporting quality: evidence from Malaysia. Managerial Auditing
Journal, 28(9), 780-814. https://doi.org/10.1108/MAJ-06-2013-0886

A\\ M acrot h in k Asian Journal of Finance & Accounting

Kalbers, L. P., & Fogarty, T. J. (1993). Audit committee effectiveness: An empirical
investigation of the contribution of power. Auditing, 12, 24-24. Retrieved from :
https://search.proquest.com/docview/216730455/fulltext/ AEFDSCFESEDF436CPQ/1?accou
ntid=42599

Kang, J.-K. (1997). Why is there a home bias? An analysis of foreign portfolio equity
ownership in Japan.Journal of  Financial Economics, 46(1), 3-28.
https://doi.org/10.1016/S0304-405X(97)00023-8

Kern, S. (2012). GCC financial markets: Long-term prospects for finance in the Gulf region.
Deutsche Bank Research. Current Issues. Retrieved from:
https://www.deutschebank.nl/nl/docs/DB_Research - GCC_financial markets.pdf

Kim, 1. J., Eppler-Kim, J., Kim, W. S., &Byun, S. J. (2010). Foreign investors and corporate
governance in  Korea.  Pacific-Basin ~ Finance  Journal, 18(4),  390-402.
https://doi.org/10.1016/j.pactin.2010.04.002

Klapper, L. F., & Love, 1. (2004). Corporate governance, investor protection, and
performance in emerging markets.Journal of Corporate Finance, 10(5), 703-728.
https://doi.org/10.1016/S0929-1199(03)00046-4

Kyereboah-Coleman, A. (2008). Corporate governance and firm performance in Africa: A
dynamic panel data analysis. Journal for Studies in Economics & Econometrics, 32(2).
http://hdl.handle.net/10520/EJC21470

Leuz, C., Lins, K. V., & Warnock, F. E. (2010). Do foreigners invest less in poorly governed
firms? Review of Financial Studies, 23(3), 3245-3285.https://doi.org/10.1093/rfs/hhn089.ra

Luiz, J. M., &Charalambous, H. (2009). Factors influencing foreign direct investment of
South African financial services firms in Sub-Saharan Africa. International Business Review,
18(3), 305-317. https://doi.org/10.1016/j.ibusrev.2009.02.008

Mangena, M., & Tauringana, V. (2007). Disclosure, corporate governance and foreign share
ownership on the Zimbabwe stock exchange. Journal of International Financial Management
& Accounting, 18(2), 53-85. https://doi.org/10.1111/j.1467-646X.2007.01008.x

McMullen, D.A., & Raghunandan, K. (1996). Enhancing audit committee effectiveness.
Journal of Accountancy, 182(2) 79-81.

Miletkov, M. K., Poulsen, A. B., & Wintoki, M. B. (2014). The role of corporate board
structure in attracting foreign investors. Journal of Corporate Finance, 29, 143-157.
https://doi.org/10.1016/j.jcorptin.2014.06.005

204 ajfa.macrothink.org



ISSN 1946-052X

\\ M ac roth i “k Asian Journal of Finance & Accounting
A Institute ™ 2017, Vol. 9, No. 2

Min, B. S., & Bowman, R. G. (2015). Corporate governance, regulation and foreign equity
ownership: Lessons  from  Korea.  Economic  Modelling, 47, 145-155.
https://doi.org/10.1016/j.econmod.2015.02.030

Mustafa, S. T., & Ben Youssef, N. (2010). Audit committee financial expertise and
misappropriation  of  assets. = Managerial  Auditing  Journal, 25(3), 208-225.
https://doi.org/10.1108/02686901011026323

Myers, R. H. R. H. (1990). Classical and modern regression with applications.Technometrics,
33(2), 377-378. https://doi.org/10.1080/00401706.1991.10484831

Nawafly, A. T., & Al arussi. A.S. (2016). “Impact of Board’s Characteristics, Audit
Committee Characteristics Over Firm Performance” ICAS, International Conference
Proceedings, Online Available at www.icas.my. http://repo.uum.edu.my/id/eprint/20787

Ramaswamy, K., & Li, M. (2001). Foreign investors, foreign directors and corporate
diversification: an empirical examination of large manufacturing companies in India. 4sia
Pacific Journal of Management, 18(2), 207-222. https://doi.org/10.1023/A:1010620008101

Rediker, K. J., & Seth, A. (1995). Boards of directors and substitution effects of alternative
governance  mechanisms. Strategic ~ Management  Journal, 16(2), 85-99.
https://doi.org/10.1002/smj.4250160202

Rouf, M. (2011). The relationship between corporate governance and value of the firm in
developing countries: Evidence from Bangladesh. The International Journal of Applied
Economics and Finance, 5, 237-244. https://doi.org/10.3923/ijaet.2011.237.244

Salleh, N. M. Z. N., & Haat, M. H. C. (2014). Audit Committee and Earnings Management:
Pre and Post MCCG.International Review of Management and Business Research, 3(1),
307-318. : https://www.researchgate.net/publication/260715345

Suwaidan, M., Abed, S., & Al-Khoury, A. (2013). Corporate governance and non-Jordanian
share ownership: the case of Amman Stock Exchange. International Journal of Business and
Management, 8(20), 14. https://doi.org/10.5539/ijbm.v8n20p14

Tabachnick, B., & Fidell, L. (1983). Using multivariate statistics. New York: Harper Jr

Wagqas, Y., Hashmi, S. H., & Nazir, M. 1. (2015). Macroeconomic factors and foreign
portfolio investment volatility: A case of South Asian countries. Future Business Journal,
1(1), 65-74. https://doi.org/10.1016/j.tbj.2015.11.002

Ward, A. J., Brown, J. A., & Rodriguez, D. (2009). Governance bundles, firm performance,
and the substitutability and complementarity of governance mechanisms. Corporate
Governance: An International Review, 17(5), 646-660.
https://doi.org/10.1111/j.1467-8683.2009.00766.x

Zaman, M., Hudaib, M., & Haniffa, R. (2011). Corporate governance quality, audit fees and
non-audit services fees.Journal of Business Finance & Accounting, 38(1-2), 165-197.
https://doi.org/10.1111/j.1468-5957.2010.02224.x

205 ajfa.macrothink.org



