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Abstract

The essential background of this research lies in the domain of corporate
governance (CG). The importance of CG comes fundamentally from its attempt to
minimise the conflict of interest between the principal and the agent and
consequently, decrease the information asymmetry through corporate disclosures.
Disclosures made to, and for, the public by a corporation are corporate disclosures.
Corporations disclose through regulated financial reports, including financial
statements, footnotes, management discussion and analysis, and other regulatory
filings.

Using Signalling Theory as the theoretical framework, this research examines the
effect of three sets of characteristics, namely company characteristics set (stock
exchange index, S&P ESG (Standard & Poor's Environmental, Social, and
Governance) index, company age, company size, type of auditor, cross-listing,
profitability, liquidity, ownership structure, and foreign institutional investors), CG
characteristics set (Chief Executive Officer (CEO) duality, Board of Directors (BoD)
size, BoD independence, and Audit Committee), and country-specific
characteristics set (country) on the Corporate Governance Disclosure (CGD) quality
within the context of the U.K. and Egyptian listed companies.

The U.K. companies are selected from the population of listed companies on the
London Stock Exchange (LSE) under the Financial Times Stock Exchange (FTSE)
100 index. Regarding the sample of the Egyptian companies, it is based on listed
companies on the Egyptian Exchange (EGX) EGX100 EWI index. The final testable
sample comprised 65 U.K. listed companies and 70 Egyptian listed companies over
the period of three years 2019-2021 across six business sectors. The dependent
variable CGD quality is a numeric computed variable. For each company, its CGD
score is developed using the 52 (financial and non-financial) disclosure items as
identified within the 2011 United Nations Conference on Trade and Development
(UNCTAD) International Standards of Accounting and Reporting (ISAR) benchmark.
The Content Analysis and Evaluation Approach is used to quantify CGD quality for
each company. A series of statistical analyses are conducted including correlation,
multiple regression, analysis of variance, and T-test.

The correlation results for the U.K. sample reveal that only three variables emerged
to be highly statistically significant and positively correlated with the CGD quality.
These are the variables of company size, BoD size, and BoD independence.
However, company age, profitability, liquidity, and ownership structure appear to
have no significant correlation with CGD quality.

Regarding the Egyptian sample, the correlation results are slightly different. The
CGD quality is highly statistically significant and positively correlated with the
company size, profitability, ownership structure, and BoD size. On the other hand,
the CGD quality is positively correlated and statistically significant with BoD
independence. However, while the relationship between the CGD quality and the
company age emerges to be highly statistically significant, it is curiously, negatively
correlated. Moreover, liquidity (while negatively correlated) appears to have no
significant correlation with the CGD quality.
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In terms of the U.K. and Egyptian samples, both samples reveal that the CGD quality
appears to be positively correlated and highly statistically significant with the
company size and BoD size. Furthermore, the BoD independence is revealed to be
positively correlated with the CGD quality for both samples. However, in the U.K., it
was highly statistically significant, while in Egypt, it was statistically significant.
Equally, both samples reveal that liquidity appears to have no significant correlation
with CGD quality.

In terms of the multiple regression results themselves, the research determines that
the independent variables, combining company characteristics and CG
characteristics as well as the country variable, explain 88.87% of the change in the
CGD quality, based on the R-squared %. The results indicate that CGD quality (1)
increases with S&P ESG index listing, larger company size, auditor with Big 4
affiliation, being cross-listed, higher profitability, higher liquidity, higher free float
percentage, larger BoD size, and higher BoD independence; (2) decreases in older
companies, with the existence of foreign institutional investors, with CEO duality,
and in companies located in Egypt.

Regarding the business sectors, there were two tests employed to explore the
differences within and between the six identified business sectors as follows:
Analysis of variance and T-test.

Regarding the analysis of variance, the results suggested that there is a statistically
significant difference in CGD Quality across the six identified business sectors in the
U.K. as well as the six identified business sectors in Egypt.

As for the T-test, the results indicate that there is a statistically significant difference
between the average score of CGD quality in companies in the U.K. compared to
Egypt. The U.K. companies have an average CGD quality score higher than the
Egyptian companies across all the six identified business sectors.

Generally, the results of the research support the theoretical arguments that
companies tend to adopt higher CGD quality in order to reduce information
asymmetry and, eventually, increase investors' trust. The empirical evidence from
this research contributes to knowledge in respect to CGD quality and contributes to
policy recommendations for the directors of the companies, investors, and
regulators. More importantly, it contributes to the CGD practices in Egypt, one of the
developing countries where the financial regulators and professional bodies work
hard to improve CGD quality.

Keywords Corporate Governance, Disclosure Quality, Corporate Governance
Disclosure, Disclosure and Transparency, Company Characteristics, Corporate
Governance Characteristics, Country-specific Characteristics, Signalling Theory
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Chapter 1: Research introduction, aims, and objectives

1.1 Background

The essential background of this thesis lies in the domain of Corporate
Governance (CG). In particular, the thesis empirically evaluates the quality of sets
of Corporate Governance Disclosure (CGD) within the U.K. and Egypt.
Thereupon, it primarily seeks out possible statistically enabled explanations for such
quality variations within and between the companies/corporations! so considered.
However, to do so, two critical issues arise — what CG is and why it is important and
why it should be researched. Specific theoretical and empirical considerations and
discussions grounded in these and related issues are considered within the thesis.
Equally, they are very briefly highlighted within much of the immediately following

paragraphs.

Given that the fundamental basis of the thesis lies in governance, first a few
grounding thoughts on the matter are in order. CG arises as a consequence of the
separation of ownership and control — The classical Agency Theory conflict. Berle
and Means (1932) examined this phenomenon in their seminal work ‘The Modern
Corporation and Private Property’. In it, they discuss in much length two then current
powerful movements: the growing concentration of industry and the separation of
ownership and control. They claim that the American corporation is no longer a
private business device, rather it has become a major social institution. It is this
inevitable conflict of interest between the owner (principal) and the manager (agent)

that provokes a need for trust — primarily between these two parties, but other

1 The word “companies” is generally used throughout this research as it is common in U.K. and by
the “London Stock Exchange” and the “Egyptian Exchange”. However, the words “corporations” and
“firms” are sometimes used in this research as some authors use them in their literatures.
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stakeholders also. This is even more true today than in the decade when Berle and

Means (1932) presented these thoughts.

The reason why trust is provoked is better explained when the classic principal-
agent conflict is considered. This conflict of interest originates from the likely and
generally perceived desire of the principal to maximise his/her interests and profit,
while not being in control of his/her own investment funds. On the other hand, the
agent controls and is assumed to be looking after the investments and interests of
the principal. However, the agent’s interest may not necessarily be the same as the
principal’s interest, as the agent may attempt to maximise his/her own interest and
profit as well. Hart (1995) states that it is this perceived conflict of interest that
constitutes the “agency problem”. He suggests that this conflict provides a useful
justification for some form of performance-related pay, possibly in the nature of

profit-related remuneration or stock options.

Thus, in an effort to create and uphold trust between parties, companies set up
appropriate infra-structures. Indeed, in a well-accepted definition of CG, Cadbury
(1992) describes CG as the mechanisms, processes and relations (i.e., the entire
range of infra-structures) by which corporations are controlled and directed. The
Cadbury Code (1992) contends that sound CG calls for transparency, subject only
to commercial confidentiality, truthful, accurate, and full financial reporting, as well

as (primarily directors) disclosing quality corporate information.

Several definitions of CG have been presented in prior literature. Increasingly and
in general, most CG definitions now recognise the role that companies have towards
the equitable interests of all societal stakeholders — not just shareholders. Indeed,
Solomon and Solomon (2004) provide a definition for CG that invokes the creation

of an internal and external system of checks and balances. They contend that this



system should help ensure that companies discharge their accountability to, and

take regard for, the equitable interests of, all their stakeholders.

In doing so, companies are more likely to be socially responsible in all areas of their
business activity. Crane et al. (2008) contend that current thinking often sees
companies as a part of society and, not infrequently, they act as such in some
countries. They act in a socially responsible manner in order to fulfill their
commitments in terms of Corporate Social Responsibility (CSR). This is sometimes
referred to as the “citizenship” of corporations, with them being afforded power and
responsibilities by society in order that they may take into consideration their role in

the community.

Thus, one observes that governance in general, and more particularly, CG is
important to all stakeholders of corporations. Corporations often wield much power
and render significant impact on their shareholders and on the community as a
whole. Equally, in addition to other societal considerations, corporations must
ensure that the shareholder value is not only preserved, but rather increased. Thus,
being cognizant of the wider stakeholder interests, Mizruchi (2004) argues, rightly,
that all stakeholders and investors are entitled to expect that the Board of Directors
(BoD) will address their varying concerns. Accordingly, CG assumes a distinct

societal nuance and responsibilities towards and for society.

To properly comprehend the role of companies, one must recognise that trust is at
the core of CG. CG is fundamentally about trust. Building trust is critical for
companies to operate effectively. Without trust, principals will not invest, and agents
will not be in control of the principals’ funds. Some support for this is offered by
Farber (2005), whose research indicates that investors appear to value CG
improvements, as companies that take actions to improve their governance

structures and overall quality have superior stock price performance.



The importance of CG comes fundamentally from its attempt to minimise the conflict
of interest between the principal and the agent. Jensen and Meckling (1976) state
that some of the importance of CG arises from the principal-agent conflict and its
integral relationship to modern sophisticated capitalist entities and systems. The
need for sound CG is heightened by the vast amounts of equity capital provided by
shareholders to companies, with the funds being effectively entrusted (in good-faith

- uberrimae fidei) to, and managed by, company directors.

Along with the efforts to define CG, the Cadbury (1992) Report on the Financial
Aspects of CG identifies several CG mechanisms. Denis and McConnell (2003)
characterize CG mechanisms as being either internal or external to the corporation.
Two key primary internal mechanisms are the BoD and the equity ownership
structure of the corporation. The primary external mechanisms are the external
market for corporate control or the takeover market and the legal or regulatory
system. Important parts of these external mechanisms are the disclosures made by
companies. In part, these disclosures serve to act as an element of the monitoring
mechanisms of agents by principals. Indeed, Mizruchi (2004) states that corporate

disclosures form part of the monitoring of management.

Disclosures made to, and for, the public by a corporation are corporate disclosures.
Corporations disclose through regulated financial reports, including financial
statements, footnotes, management discussion and analysis, and other regulatory

filings.

According to Healy and Palepu (2001), there are other means of corporate
disclosure, such as management forecasts, analysts’ presentations and conference
calls, press releases, internet sites, and other corporate reports. Also, information
about corporations by financial analysts, industry experts, and the financial press

are considered disclosures about corporations made by information intermediaries.



Many such disclosures are made via the company’s annual audited financial
statements and-or statutory reports, as mentioned earlier. Those disclosures that
relate primarily to “governance” are considered to be CGD. As previously stated,
justifications for such disclosures to be made lie in the fact that corporations are
societally legitimised organisations, with such legitimisation carrying the obligation
and-or duty to disclose appropriate CG information. A consideration of such CG
(financial and non-financial) disclosure is examined in the United Nations
Conference on Trade and Development (UNCTAD)? publication when providing
guidance on good (sound) practices of CGD using 52 disclosure items (UNCTAD,

2011).

The 52 disclosure items of UNCTAD (2011)3 are classified into five categories as

follows:

1. Ownership Structure and Exercise of Control Rights (9 items)
2. Financial Transparency (8 items)

3. Auditing (9 items)

4. Corporate Responsibility and Compliance (7 items)

5. Board and Management Structure and Process (19 items)

Using this UNCTAD guidance, one may infer that CGD should be seen to be more
a journey rather than a destination. And these guidance notes act as an evaluating
basis for this research, by serving as an index of CGD quality* for each of the
companies researched. After they have been appropriately identified and

researched, these aspects form the base, argument, and belief that higher and

2 Since the U.K. and Egypt are the focus of this research, the UNCTAD (2011) disclosure list was
used as a single point of comparison between the two countries because it is regarded as being
country-neutral.

8 Section 5.8.1.2 provides details of the 52 disclosure items of UNCTAD (2011).

4 Table 5.12 presents the level of CGD quality index.
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better quality CGD will evoke more trust in stakeholders, while lower and weaker
disclosures will reduce such levels of trust. Thus, it could be argued that when
disclosure quality is high, then stakeholder trust is likely to be high, and so with the
converse. If so, it then becomes appropriate to determine those sets of “corporate”
phenomena that tend to be more (or less) associated with and possibly drivers
(signals) of high quality CGD and possible “bell weathers” of the same. Such

thinking embraces the fundamental basis of the thesis.

Having considered the overall background of this research, the following section

discusses its more precise context.

1.2 Context

The particular context for this research is the U.K. and Egypt — more particularly
their corporate disclosures. Thus, the population frame for the sampled/tested
research cases evaluated are two particular sets of 100 companies whose
registrations/listings are in either of these two countries. Regarding the U.K., the
population frame is the 100 companies listed on the Financial Times Stock
Exchange (FTSE) 100 index at London Stock Exchange (LSE). As for Egypt, the
population frame is the set of 100 companies listed on EGX100 EWI index of the
Egyptian Exchange (EGX). The reasoning behind the selection of these two

countries for research is discussed in the following paragraphs.

Apart from personal interest, the U.K. and Egypt are used as the geographical focus
as the two countries are at different and distinct stages of development. These
development stages may be of relevance to both the quality of their corporate

disclosures and their related intensity.

The U.K., a well-developed country, is making advances in its listed companies

CGD practices. Doidge et al. (2007) argue that the most important determinant of a



firm’s governance is its country characteristics, such as legal protections for minority

investors and the level of economic and financial development.

On the other hand, Egypt, as a developing country, is exerting continuous efforts
towards better CGD practices. However, the highly secretive Egyptian culture
(Dahawy, 2009; Abdel-Fattah and Aboud, 2020) greatly affects the CG and related
disclosure practices of its listed companies. Gray (1988) argues that the higher the
degree of secrecy, the lower the extent of disclosure. Therefore, the extent of the
information disclosed in annual reports is affected by the degree of secrecy desired.
Accordingly, the secretive Egyptian culture is likely to not encourage good quality
CGD and practices. Taking regard for the above, it would not be inappropriate to
suggest that, in general, corporate disclosure quality would be qualitatively of a

higher standard in the U.K. than in Egypt.

Thus, using the UNCTAD (2011) publication as a country neutral basis, the research
analyses and evaluates the CGD practices of listed companies in terms of company
characteristics and CG characteristics, while discussing the country-specific
disclosures, between and within both the U.K. and Egypt. The identified differences
between the two countries are of much benefit to the research, as sound U.K.
disclosure practices could be recommended to different Egyptian stakeholders in

order to promote sound Egyptian CGD and practices.

The following section discusses the problem and motivation for this research.

1.3 Problem and motivation

The basic problem/motivation of the research is grounded in an attempt to consider
and evaluate the argument previously stated — i.e., higher and better quality CGD
will evoke more trust in stakeholders, while lower and weaker disclosures will reduce

such levels of trust. CG is both intangible and non-visible. Consequently, its



existence and quality can be made evident by suitable alternative signs or “signals”
that are, indeed, visible. And, on the basis that high quality CGD is likely to signal
high standards of CG quality, one could regard such high quality disclosure as
surrogates for CG itself. Equally, on that basis, high quality CGD is likely to suggest
or “signal” high quality CG, while low quality disclosure is likely to “signal” reduced
levels of CG (Abdullah and Ismail, 2008). Consequently, the lens through which the

research background and context are considered is “Signalling Theory”®.

Through the prism of “Signalling Theory”, the thesis considers the CGD from an
evaluative theoretical perspective. Thereafter, these pertinent disclosures are
empirically considered within the two countries of particular interest — i.e., the U.K.
and Egypt. In particular, it is the quality of these disclosures and their linkage, as
empirically determined, to specific sets of company characteristics and CG
characteristics. The thesis usefully addresses the feasibility of “Signalling Theory”

to provide related helpful explanations to such corporate disclosures.

In order to act responsibly towards the community, corporations must disclose
information regarding different aspects of their performance. Decisions to make
CGD of varying nature, quality and intensity, or to not disclose at all, might be
explained by using “Signalling Theory”. Companies “signal” via a “mix” of CGD to
sets of receivers, a range of individual messages or signals. Connelly et al. (2011)
argue that such signalling is provoked by and highlights the problem of information
asymmetry. Indeed, this may well result in corporate information not being disclosed
— it being a corporate decision as to whether to disclose or not and in which particular

form.

5 This theory is examined more fully within Chapter 3 of this thesis. However, in essence, Connelly
et al. (2011) envisage the “signalling environment” to include companies (particularly their directors)
as senders “signallers” of information, who have the choice to disclose (or not) information “signals”
to stakeholders “receivers”.



Within CGD quality lies issues relating to what aspects and features of company
characteristics, governance characteristics and possibly even country-specific
disclosures are, in fact, empirically present and associated with robust CG and
disclosure. If so, one might also argue that such disclosure might well vary between

two countries.

All countries are seeking growth, but without economic activities, growth is not
possible. Thus, economic activity is what all countries want, but trust must come
first. When trust is limited, the potential for economic activities is also limited, but
when trust is furthered and enhanced, the potential for economic activities is also
furthered and enhanced. Therefore, one would expect that implicit trust results in a

willingness to advance investment funds.

For this research, enhanced economic activity and growth are of special importance
for Egypt. However, the culture of secrecy is quite prevalent in Egypt. In general,
people have a tendency to resist change and avoid uncertainty (Dahawy, 2009;
Abdel-Fattah and Aboud, 2020). The secretive culture itself fortunately or
unfortunately limits trust and when trust is limited, the potential economic activities
and benefits are also likely to be limited. As a result, the problem of information
asymmetry in companies is expected. This research is motivated on the premise
that companies gain more from adopting sound and effective CGD practices than
from withholding information. Therefore, this secretive culture must be addressed
and more transparency must be embraced. In a global context, more transparency
will have implications and be beneficial to Egypt since it will grant access to more

funds, which will eventually have an impact on economic growth.

The purpose of contrasting between the practices of companies in the U.K. and
Egypt is to explore and compare the various practices in these two countries and,

eventually, showcase the advantages of high level CGD quality. This is
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accomplished by employing different statistical tests to reveal the fundamental

differences within and between the two countries in terms of their CGD practices.

Taking regard for the preceding discussion of the background, context,
problem/motivation, and theoretical positioning within which the doctoral thesis is
set, the immediately following sections discuss the research questions as well as
the research aims, objectives, intended outcomes, contribution to knowledge, and

the structure of the thesis.

1.4 Questions

Against the preceding background and context, a fundamental research question of
the intended research is “what might be the varying criteria and considerations
behind and associated with, the decisions of comparable sets of U.K. and Egyptian
listed companies, in terms of their varying CGD quality and practices - specifically

in disclosing (or not), in an open and transparent manner?”.

Developing this fundamental research question further, other related research
guestions would include:

1. What insights does Signalling Theory offer and how might it serve to
potentially respond to the following further questions? (A theoretical
consideration)

2. What company characteristics are manifest in, and-or possibly influentially
associated with, companies exhibiting particular levels/qualities of CGD? (An
empirical consideration)

3. What CG characteristics are manifest in, and-or possibly influentially
associated with, companies exhibiting particular levels/qualities of CGD? (An

empirical consideration)
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4. What country-specific characteristics are manifest in, and-or possibly
influentially associated with, companies exhibiting particular levels/qualities
of CGD? (An empirical consideration)

5. What insights, in terms of the nature of their CGD quality, are manifest within
and between companies listed on London and Egyptian Stock Exchanges
across the six (later) identified business sectors? (An empirical consideration)

6. What policy recommendations may emerge from the empirical
determinations regarding the quality of CGD while employing Signalling
Theory perspectives? (A theoretical consideration grounded in empirical

evidence and considerations)

Within the context of the above stated research questions, the following section

discusses the main research aim and objectives of the research.

1.5 Aim and objectives

The overall aim of the research is to contribute to knowledge within the realm of CG
while employing a Signalling Theory perspective. Accordingly, given the aim of the
research, employing this theoretical frame, it empirically seeks out and interpretively
evaluates relevant potentially “signalling” data. It does so in the context of U.K. and
Egyptian corporate disclosures within particular business sectors in both countries,
and as associated with particular governance features and-or characteristics.
Importantly, the nature and motivation behind the potential “signals” they are intend
to emit, are considered and possible/potential explanations provided using a

Signalling Theory perspective.

Accordingly, after some initial evaluation of potentially helpful theories such as
Agency Theory, Stakeholder Theory, Legitimacy Theory, and Signalling Theory, the

research determined that using Signalling Theory, as its main theoretical
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perspective (lens), serves it best in its attempt to determine knowledge by examining

the empirical data and to obtain fresh insights relating to the theory.

More importantly, against the reasoned possibility that CGD (or its absence) is
possibly associated with, or influenced by, each of individual company
characteristics and governance characteristics, the research empirically identifies
patterns/levels of CGD quality that tend to be present in conjunction with each of
these two sets of characteristics. It also seeks out possible criteria provoking or

associated with CGD quality.

In order to fulfill this particular aspect of the research aim, and consistent with the

research questions, the following key research objectives are developed:

1. To determine and present theoretical insights relating to Signalling Theory
both generally and, more particularly, within the context of CGD quality.
(Chapters 3 and 6)

2. To empirically identify varying company characteristics as possibly
associated with CGD quality across two meaningfully identified sets of U.K.
and Egyptian companies. (Chapters 5 and 6)

3. To empirically identify varying CG characteristics as possibly associated with
CGD quality across two meaningfully identified sets of U.K. and Egyptian
companies. (Chapters 5 and 6)

4. To empirically examine and evaluate possible association of country-specific
characteristics and the adoption of CGD quality in two sets of comparable
U.K. and Egyptian companies. (Chapters 5 and 6)

5. To empirically identify and then provide possible explanatory interpretations
for CGD quality differences within and between the six (later) identified
business sectors across the sets of U.K. and Egyptian companies. (Chapters

5 and 6)
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6. To make recommendations regarding policy contributions at country-level
(U.K. and Egypt), in respect to CGD quality developed from Signalling Theory
consideration while taking regard for the earlier empirical determinations.

(Chapter 7)

Having outlined the key objectives of this research®, the following section goes on

to discuss its intended research outcomes.

1.6 Intended outcomes

Based on the identified research aim and objectives, the following are the intended

research outcomes:

1. Atheoretical determination of helpful insights and their related implications in
terms of CGD quality using Signalling Theory. (Chapter 6)

2. An empirical determination of the main company characteristics positively or
negatively associated with varying practices of CGD quality within the
contexts of U.K. and Egyptian companies. (Chapter 6)

3. An empirical determination of the CG characteristics positively or negatively
associated with different practices of CGD quality within the contexts of U.K.
and Egyptian companies. (Chapter 6)

4. An empirical determination of the country-specific characteristics associated
with different practices of CGD quality within the context of U.K. and Egyptian
companies. (Chapter 6)

5. An empirical determination and possible explanatory interpretations of the
main differences of varying practices of CGD quality within and between

business sectors of the U.K. and Egyptian companies. (Chapter 6)

6 Table 5.21 is presented as a depiction of the research questions, objectives, and hypotheses.
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6. An issuance of policy recommendations/contributions at country-level (U.K.
and Egypt), in respect of CGD quality given companies’ intentions to emit

particular signals. (Chapter 7)

1.7 Contribution to knowledge and originality

The research contributes to knowledge theoretically and empirically. The research
fills the gap in the previous CG theoretical literature as it discusses CGD quality
using Signalling Theory as its theoretical lens. To the best of the researcher's
knowledge, no prior literature has examined CGD quality using the Signalling

Timeline concepts proposed by Connelly et al. (2011).

Furthermore, the research fills the gap in the previous CG empirical literature as it
examines the features of CGD quality. In particular, the derived insights in terms of

Signalling Theory and how they might serve to potentially illuminate these features:

a. Company characteristics
b. CG characteristics
c. Country-specific characteristics

d. Specific business sectors within and between U.K. and Egypt

The above features enable contributions to knowledge upon completion of the
research for each of the previously mentioned research questions. Using Signalling
Theory as the theoretical lens, the completed research offers some light on the
theory itself and, more particularly, it does so in the context of explaining varying
practices of CGD quality. This knowledge is particularly relevant to U.K. and
Egyptian companies — particularly in terms of company characteristics, CG

characteristics, as well as the country-specific characteristics.

Using the data from sets of comparable U.K. and Egyptian listed companies across

six (later) identified business sectors is another contribution to knowledge in the
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empirical CG literature. Additional enlightenments as to differences in the quality of

CGD practices within and between these sets also emerge and are provided.

Accordingly, this research contributes to the knowledge regarding CG literature in
developed vs. developing countries by focusing on the U.K. (as a developed
country) and Egypt (as a developing country). The analysis and evaluation of CG
practices in these two countries enrich the literature and contribute to the knowledge

in this research area.

Finally, a contribution to policy is made by offering recommendations regarding CGD
quality at country-level (U.K. and Egypt). The policy contributions may benefit
different stakeholders, such as the companies themselves, investors, regulators,

and professional bodies.

These policy contributions or recommendations take into consideration earlier
empirical reveals regarding the companies’ intention of emitting particular signals.
Although, these recommendations are not contributions to knowledge in
themselves, they are enabled as a result of the application of knowledge acquired
from this research. Therefore, the research offers contributions in terms of

knowledge (theoretically and empirically) as well as policies.

The next section of this chapter discusses the structure of the thesis.

1.8 Thesis structure

The thesis is structured into seven chapters in order to achieve the previously
mentioned research aim and objectives. The following chapters, including this one,

constitute this thesis:

. Chapter 1: Research introduction, aims, and objectives
. Chapter 2: A review of prior contextually-related research literature
. Chapter 3: A review of prior theoretically-related research literature
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. Chapter 4: A review of prior empirically-related research literature and the

development of the research hypotheses

. Chapter 5: The research design and methodology

. Chapter 6: The empirical results and related discussions

. Chapter 7: Research conclusions, policy contribution(s), and future
research

A very brief highlighting of the contents of each of the above chapters is presented

in the following paragraphs.

Chapter 1 “Research introduction, aims, and objectives” is devoted to the provision
of an explanation of an introduction to the research. It sets the background and
context of this research in order to fully comprehend the environment within which
the research thesis is based. Additionally, the research questions, aim, objectives,
and intended outcomes are explained and discussed in this chapter. Equally, the
contribution to knowledge generated by this research and the originality of its
findings/results are highlighted in the chapter. Finally, the chapter concludes with a
very concise overview of each chapter of the thesis and a reprise of the chapter

itself.

Chapter 2 “A review of prior contextually-related research literature” concerns itself
with a review of key relevant contextually-related literature. The chapter commences
with a consideration of the nature, essence, and significance of CG and
consequential disclosures. Then, many of the key factors that constitute good CG
are discussed. This chapter goes on to review CG principles, with an emphasis on
CGD and the transparency principle. The disclosure and transparency principle is
pivotal to the construction of this thesis. Indeed, in particular, the thesis investigates
CGD quality and associated disclosure practices, a measure of the transparency

exercised by companies.
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The chapter also provides a discussion on some regulatory structural issues, where
the CG codes of both the U.K. and Egypt are considered, in conjunction with the
codes of other countries. This is undertaken in order to assess various CG codes in
terms of their similarities and differences in an attempt to better comprehend the

differences in the CGD codes and practices by different countries.

The final section of this second chapter is devoted to a consideration of Global
Competitiveness. This consideration embraces competitiveness indices and their
nature — in particular, their definitions and implications relating to the U.K. and
Egypt. This is so because, later within the thesis, country-level competitiveness is
employed to provide some insights to the empirical examination of the country-level
disclosure within U.K. and Egyptian contexts. The Global Competitiveness Index
(GCI) is important to this thesis as it reveals the level of individual country
competitiveness — particularly the U.K. and Egypt, which are an important focus of
this research. The chapter also seeks out differences and similarities between the
U.K. and Egypt Codes of CG along with the level of competitiveness of both these
countries. Identifying and seeking out explanations for these differences and
similarities between the U.K. and Egypt provide some motivation for this research

and later provide some explanatory insights to the results of the empirical analysis.

In a very similar manner, Chapter 3 “A review of prior theoretically-related research
literature” devotes itself to a review of key relevant theoretically-related literature.
The chapter commences with a review of some theories that are relevant to, or
potentially associated with, this research. Accordingly, Agency Theory, Stakeholder
Theory, Legitimacy Theory, and finally (in some more detail) Signalling Theory are
considered. In some depth, these theories are all examined and discussed in this
chapter. The discussion provides the rationale for selecting Signalling Theory as the
theoretical lens or frame for the research. In view of that, within this chapter, a key
section of it is devoted to Signalling Theory and its relevance to CG. The chapter
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concludes with a justification of the selection of Signalling Theory as the lens
through which the research background and context are considered and a reprise

of this chapter itself.

Chapter 4 “A review of prior empirically-related research literature and the
development of the research hypotheses” concerns itself with a reasoned
consideration of the development of the research hypotheses examined within the
thesis. This development is premised on a review of key relevant empirical literature,
and a similar review of key prior literature that is theoretically-related to the context
of this thesis, and the relevant theories related to CG identified in the previous two
chapters. This review of prior empirical literature is related to CGD practices, with a
focus on CG practices in the U.K. and Egypt. Light is shed in particular on the most
significant prior empirical literature related to the research, in order to serve as the
foundation for the evolution and reasoned development of several hypotheses of

this research.

The chapter benefits from six sections. The first section serves as a lead-into and
an introduction to it. The then following four sections are dedicated to the four sets

of hypotheses developed for this research, which are as follows:

1. Company characteristics set
2. CG characteristics set
3. Country-specific characteristics set

4. Business sectors set

The first set of hypotheses is the company characteristics set. Under this first set,

there are ten main hypotheses that are tested in the U.K. and Egypt jointly. The
different company characteristics, that are tested, are the stock exchange index, the
S&P ESG (Standard & Poor’s Environmental, Social, and Governance) index, the

company age, the company size, the type of auditor, the cross-listing, the
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profitability, the liquidity, the ownership structure, and the foreign institutional

investors.

The second set of hypotheses is the CG characteristics set. It comprises four main

hypotheses related to CG characteristics. Like the prior set of hypotheses, it is
tested in the U.K. and Egypt jointly. The different CG characteristics, that are tested,
are the Chief Executive Officer (CEO) duality, the BoD size, the BoD independence,

and the Audit Committee.

The third set of hypotheses is the country-specific characteristics set. It engenders

one hypothesis related to the country variable itself. Like the prior set of hypotheses,

it is tested in the U.K. and Egypt jointly.

The fourth set of hypotheses are considered within and between the relevant six

(later) identified business sectors, in respect to the U.K. and Egypt. First, there is
one hypothesis that is examined for each country. The listed companies in the U.K.
and Egypt are classified according to their business sector. Then, from the relevant
samples, the emergent six comparable sectors are further investigated and
evaluated in this intra-country business sectoral hypotheses. Second, there are six
hypotheses that are examined for each business sector of the U.K. and Egypt. The
six comparable business sectors are examined and evaluated in this inter-country

business sectoral hypotheses.

The sixth and last section of Chapter 4 summarises and reprises the highlights of
this chapter. Having deliberated the several hypotheses of the thesis and detailed
their rationalised development, taking regard for relevant prior empirical literature
within this chapter, the next (Chapter 5) goes on to consider the design and

methodology of the research.

Chapter 5 “The research design and methodology” explains the research design

and methodology using a helpful structure provided by the “Research Onion”,
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suggested by Saunders et al. (2023). It starts with a discussion of the philosophical
assumption and the approach used in the thesis. The prime philosophy of the
research is positivist with some limited interpretivist aspects. And, given its dominant
positivist philosophy and numeric/quantitative bent, the research approach is
essentially deductive with some limited inductive aspects. The applied research

strategy is archival. Methodologically, the research is primarily quantitative and uni-

methodical. Its time horizon is longitudinal, with the same set of companies being
used as the research cases over the years 2019, 2020, and 2021 and their relevant
audited financial statements and reports being analytically and (in some small

measure) evaluatively considered.

As stated, the chapter considers the key aspects of the philosophy, approach,
strategy, method, time horizon, and finally, techniques and procedures. The section
of the techniques and procedures unfolds several sub-sections discussing mainly
the research data collection and its analysis. First, the sample selection is

discussed. Then, the research data collection and its analysis are mainly discussed.

Apart from a series of correlation analyses, the main form of analysis is multiple
regression analysis with a dependent variable and appropriate independent
variables. This discussion starts with the identification, definition, and rationalisation
of the variables selected for consideration (both the dependent variable and the
independent variables). The dependent variable is consistently CGD quality, while
the independent variables are appropriate “mixes” of company characteristics, CG
characteristics, and country-specific characteristics. Accordingly, each variable,
either dependent or independent, is defined and its usage rationalised. Moreover,
the specific nature and basis of measurement or determination are also discussed.
Then, the models being tested in this research are duly identified, processed, and

discussed.
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This chapter also provides significant details about the data collection. The data
collection section considers the sources and means of acquisition of the data. It
identifies and rationalises the source of the data and its related acquisition. Thus, it
clarifies where the data comes from and how the data is obtained. The data are

collected from five different sources. They are as follows:

1. London Stock Exchange official website

2. Egyptian Exchange official website

3. Refinitiv Eikon financial database

4. The official websites of relevant companies within the U.K. and Egypt

5. S&P Global official website

Thus, the data itself is of a secondary nature as can be concluded from its sources,

but primary in its ultimate source.

After identifying the data sources, the ethicality, reliability and validity of the data are
also discussed in this chapter. All the data collected for this research are publicly
available data, as this research is concerned with the quality of CGD practices of
only listed companies who make such data publicly available. Therefore, there was
no ethical nor confidentiality concerns during the conduct of this research’. The data
collected are disclosed and accessible to different stakeholders. Since, the data for
this research are secondary data, then this means that the data were already
prepared by other parties, and significantly professionally audited, its overall
reliability and validity is much ensured. Nevertheless, the Cronbach's alpha
statistical test was used to determine the reliability of the CGD index scores
(manually determined by the researcher using the previously referenced UNCTAD

(2011) Disclosure Guidance).

7 Nevertheless, the researcher ensured that at all times while conducting the research, appropriate
LSBU and BUE ethical codes were consistently and fully complied with.
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Finally, the chapter considers the various statistical tests that are to be applied to
the relevant quantitative data for each of the several sets of hypotheses. The
predominant means of analysing the data are relevant sets of correlations and
multiple regressions, as appropriate to the individual testable hypotheses.
Accordingly, the identified sets are appropriately “fleshed” with, as necessary and
appropriate, quantitative values being duly measured and given to each variable.
The series of appropriate correlations and multiple regressions are then statistically
computed and evaluated with, as previously stated, each computation having its
unique dependent variable (CGD quality) and an appropriate or “mix” of independent

variables.

After explaining the research design and methodology and running the relevant
statistical tests, the next Chapter 6 goes on to present and discuss the empirical

results, and offer a discussion of the associated theoretical findings.

Chapter 6 “The empirical results and related discussions” provides the empirical
results and a discussion of them. Understandably, this chapter is key to this thesis
as it, significantly, displays the results of the testing of all the different hypotheses.
It starts with a discussion of the descriptive results, followed by a discussion of the

inferential results.

As stated, the chapter starts with the discussion of the descriptive results of the
dependent variable, then the independent variables, which are classified into
categorical and continuous. This is discussed in terms of the sample of the U.K.
listed companies, i.e., the set of the 65 testable U.K. sample of companies over the
period of three years 2019-2021, as well as the sample of the Egyptian listed
companies, i.e., the set of the 70 testable companies over the same period three

year of 2019-2021.
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The correlation results for the U.K. and Egyptian samples are discussed to
determine the strength of the association between the CGD quality and the
independent variables within the contexts of the U.K. and Egyptian companies.
Then, the results of the multiple regression analysis are discussed to indicate which
independent variables are significantly influencing the CGD quality in the contexts
of the U.K. and Egyptian companies. This is followed by a discussion of the
differences within and between the identified business sectors in the U.K. sample
as well as the Egyptian sample. Then, a discussion on the theoretical findings,
grounded in the empirical results, is following. This discussion draws on Signalling
Theory insights and evaluations regarding the quality of CGD. Then, the last section

of Chapter 6 summarises and reprises the highlights of this chapter.

The final chapter is Chapter 7 “Research conclusions, policy contribution(s), and
future research”. It discusses conclusions initially drawn from the results of the
empirical analysis. It then also suggests some appropriate policy contributions to
policy makers so that their actions could make a practical difference to the
phenomenon of trust within the CG arena. Thereafter, some important research
limitations are discussed, in the light of the results of the analyses undertaken.
Equally, in order to alleviate these research limitations, some suggested possible
future research ideas are offered. Finally, the chapter takes the opportunity to
highlight the knowledge contributions made through the research and present some

possibilities as to how future researchers may extend and expand upon it.

1.9 Chapter summary

This first chapter of the thesis has discussed the background, context, and problem
of this research. It has outlined the questions, aim, objectives, and intended

outcomes of the research. It gave an indication of the potential contribution to
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knowledge and originality of the research. Finally, it outlined the structure of this

thesis on a summarised chapter by chapter basis.

Having set the overall context of the research within this chapter, the following
chapter goes on to review and consider prior contextually-related literature. This is
done in order to assist the reader to benefit from a literary appreciation and

positioning of the thesis research.

Accordingly, the next chapter is a review of prior contextually-related literature. It
considers the significance of CG and what might be judged to be good CG. The
chapter also discusses the CG principles, particularly those related to CGD and
transparency. Finally, the chapter considers carefully different codes of CG and the

GCl and its implications on U.K. and Egypt.
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Chapter 2

A review of prior contextually-related

research literature
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Chapter 2: Areview of prior contextually-related research literature

2.1 Introductory comments

The previous chapter outlined the overall background (CG) of this research, and
precise context (particular listed companies in the U.K. and Egypt, with special focus
on the quality of their individually relevant CGD). Thus, in order to better appreciate
the research, this chapter highlights and exposes some contextually-related
literature. The chapter also serves to “ground” further theoretically-related (Chapter
3) and empirically-related (Chapters 4, 5, and 6) offerings and developments. In
doing so, the literature reviewed in this chapter pays special regard to generally
expected CGD as stated in codes and statue, and an evaluation of their quality.
Accordingly, while generally taking special regard for CGD aspects, this chapter has

five substantive sections (in addition to this section).

Having set out the generalised context of the research in the previous chapter and
after some chapter introductory comments to this one, its second section examines
some essential aspects relating to the nature and significance of sound CG. In
particular, this section considers how companies could and do benefit from a robust

application of sound underlying CG Principles.

The third section of this chapter concerns itself with an examination of key principles
underlying CGD - particularly the practices suggested by the Organisation for

Economic Co-Operation and Development (OECD) (OECD,2015).

As the primary geographic-political context of the research is the U.K. and Egypt,
the fourth section of this chapter devotes itself to an expose of some of their legal
and professional regulatory aspects relating to CG generally and, more particularly,

CGD.
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Against that backdrop, this fourth section firstly undertakes a more legal (de jure)
consideration within these two countries. It then goes on to a closer, more practical
(de facto) consideration of the CG Codes in the two countries. More specifically,
these are undertaken in terms of the 2018 U.K. CG Code (FRC, 2018) and the 2016
Egyptian CG Code (EloD, 2016). The section goes on to conclude with an overview
of some of the more important CG Codes from other countries (global) and

professional bodies.

As indicated earlier, while undertaking this consideration, this section of the chapter
identifies and discusses, in some detail, the disclosure aspects of the referenced
U.K. and Egyptian CG Codes. Understandably, because of the very nature of this
section of the chapter, significant parts of it require re-statement and re-expression

of material already in the public domain and this is duly recognised in advance.

Within context, the thesis presents (inter alia) the possibility that Global
Competitiveness is one possible feature that also influences CGD quality. Thus, the
section following within the chapter consider the nature, description, and key
ingredients of Global Competitiveness, together with some discussion of an
appropriate Index developed to assess the same; while the implications associated

with this feature in terms of the U.K. and Egypt are then assessed.

The final terminating section of the chapter concludes with a summary of its
contents. It enables the reader to synoptically re-visit key literatures that are
contextually-related to the research conducted. Accordingly, on an individual
sectional basis, this concluding section of the chapter refreshes and reprises each
of its earlier sections. Further, while doing so, the section sets out the basis for the
next chapter (potentially helpful theories) and starts to illuminate how these theories

(particularly “Signalling Theory”) assume relevance to the research.
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2.2 CG — nature and beneficial significance

This first substantive section of the chapter explores key components of what sound
CG is, and why and how important and significant it is. This section, in particular,
explores how companies might benefit from adopting and implementing healthy CG

practices.

Accordingly, the following discusses aspects of sound CG, while detailing elements

that constitute the same.

2.2.1 Sound CG nature

CG has become increasingly important to all businesses, regardless of their
industry. The phenomenon of CG has many aspects (D'Silva and Khan, 2010). It
might imply many different things to different stakeholders. Accordingly, while
companies tend to generally have a strong focus on profit, the CG debate has grown
louder and more focused on the societal impact of corporations. This focus
examines issues such as the purpose of business, the role of board members, and
shareholder rights. Against such a focus, one may start to appreciate why/how
sound CG is essential. Such governance fosters and includes strong healthy

investor relations and positive shareholder engagement.

Implementing good CG might be difficult to do in its entirety immediately. From a
professional point of view, there are some key factors to consider when adopting

CG in a company.

Taking regard for the preceding, the following paragraphs discuss key success
factors for good CG practices in three different companies. The business sectors of
these companies are different. However, to a great extent they share the same
factors for adopting good CG. One company provides financial services “Interac

Corp.” (World Finance, 2020), another provides modern software “Aprio” (Warner,
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2020), and the third is the second-largest professional services network in the world
and one of the Big 4 auditing firms — i.e., “PwC” PricewaterhouseCoopers (PwC,

2020).

The CG teams in the above companies set out the factors how to have a robust CG
model. These factors are categorised into features internal and external to the

company.

In terms of internal features, five important ones are identified in relation to the BoD
are its role/responsibility, diversity, accountability, conflict of interest, and finally, the
chairperson. Each of these features are considered briefly within the following

paragraphs.

In addition to all the above, sound and effective CG requires CG compliance in spirit
to all relevant regulations and codes. The BoD should ensure adherence to the
requirements of all relevant legislation, financial regulation, and practice codes.
Further, compliance needs to be balanced by the board through the development of
strategies that support corporate policies. In addition, this calls for clear definitions
of the roles of the management teams. Moreover, transparent disclosures of the
way in which they function is also important. These are briefly considered within the

immediately following paragraphs.

1. Board role/responsibility

Sound governance is also much concerned with the clarity of the role of the board,
especially in terms of risk management and strategy (both development and
execution). The role of the board in strategy development is inter-linked within the
risk management process. Accordingly, it is the responsibility of the board to ensure
long-term performance. This is because the contribution to the development and
adoption of the company is a core responsibility of the board. Further, risk
governance is an important part and a system is therefore important to be developed
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for managing the risk. Better decisions are made if the risk management is effective

(PwC, 2020; Warner, 2020; World Finance, 2020).

2. Board diversity

Having a diverse board is considered to be among the practices of sound CG. This
is as important as building a skill-based board with a variety of skills. Developing the
corporate board has a great influence on the culture of the company. It also helps

in the diversity of performance (PwC, 2020; Warner, 2020; World Finance, 2020).

3. Board accountability

Building a strong infrastructure of governance is another required practice for sound
CG. Companies adopt and adhere to certain policies in order to ensure guidance
for, and the behaviour of the company. This guidance aids to shape up the decisions
and actions within the company. It also ensures that accountability between the
management and the members of the board is well defined (PwC, 2020; Warner,

2020; World Finance, 2020).

4. Board conflict of interest

In addition to the accountability of the management and the board members, conflict
of interest is an important issue that sound governance declares should be clearly
and thoroughly defined. To that end, the board must ensure that appropriate
declarations and disclosures are made. This applies to both, public declaration of
all activities between possibly related-parties, as well as several other related-party
activities of all directors. This is because, understandably, a director's judgement
can be influenced when they have economic issues and interests outside of the
company. In such cases, there will likely be a conflict of interest which must be
avoided at all costs. Equally, if present, they must be fully and fairly discussed (PwC,

2020; Warner, 2020; World Finance, 2020).
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5. Board chair

The chairperson is the last insider factor to be discussed. The chairperson of the
board is the one who establishes the culture of the board. A crucial aspect for the
board culture is trust. Trust must be developed for sound CG. The chairperson is
supposed to have effective leadership traits and must develop a strong professional
bond with the CEO and must possess the technical skills for conducting meetings
effectively. He must be an effective and competent chairperson to be able to carry

out his duties (PwC, 2020; Warner, 2020; World Finance, 2020).

Sound governance also calls for a chairperson that is effective and competent who
will support equality for all board members. This gives all the members of the board
an equal and fair platform. It is a practice that also ensures the development of a
sense of equal ownership among all the board members. This would help minimise
situations where board decisions tend to be those of the member who is the loudest
talker. This also plays a role in supporting and making good decisions. Here, the
role of the chairperson of the board is the one who plays the most important role in
helping to ensure equality and discipline so as to ensure decisions are made
properly. The individual coordination before the board meeting begins is likely to
lead to a healthy meeting and have positive outcomes (PwC, 2020; Warner, 2020;

World Finance, 2020).

The preceding paragraphs provide insights into sound governance practices in
relation to features internal to the company. Furthermore, it has been asserted that
moral courage at companies promotes a more effective application of
regulatory principles and guidelines. It is argued that a company, which has the
moral courage to follow moral code, can strengthen CG practices and enable more

sustainable companies as well as more economic stability (Duckworth, 2022).
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The paragraphs that follow do discuss the shareholders of a company, which are
considered to be external features to have a sound CG model. However, all
stakeholders are to be treated with respect in an equal and equitable manner. For
instance, this includes respecting the privileges of the shareholders and, as far as
ethically possible, satisfying their wishes by changing strategy. This would be
accompanied by proper format for corporate reporting, so that all duly appropriate
matters are duly disclosed/reported. This should help more stringent monitoring of
the performance of the company. Once the basic drivers of the performance of the
company are identified, then it is likely that the appropriate measures are
established for the determination of success and failure. Indeed, in time, to enhance
trust and integrity, these drivers themselves must also be reported and fairly

disclosed.

Trust and integrity are of equal importance and significance when adopting sound
CG practices. Integrity should be emphasised in its entirety. Standards of integrity
should not end with reporting. When the reputation of a company is at stake, total
clarity and the pursuit of responsible informing/disclosing behaviour in terms of
disparate and differing stakeholders, taking regard for their stated preferences and
needs, must be of a major concern (PwC, 2020; Warner, 2020; World Finance,

2020).

Therefore, the importance of building and maintaining trust is immense. Sound
governance requires that companies provide reliable and balanced knowledge on a
timely basis in order to maintain trust among all stakeholders. Clarity of important
decisions is critical, and this can only be achieved by constant high standards of
transparency, in both good and poor times. Such high standards increase
confidence and trust within stakeholders and other persons associated with the
company and decrease their potential to distrust the company (PwC, 2020; Warner,

2020; World Finance, 2020).
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This section of the chapter discussed several key features relating to the adoption
of sound CG practices both internal and external to the company. The next section
discusses the significance of sound CG and how organisations/companies benefit

from the same.

2.2.2 Sound CG benefit

This research is not seeking an assessment of the quality of CGD as an end in itself,
but to use it as a sort of proxy for sound CG. When there is sound CG, it will almost
certainly involve high quality CGD. It will be difficult to argue that there could be high

quality CGD and bad CG. It is potentially possible, but unlikely.

CG is growing to be a need for every country to prosper both economically and
socially. The beneficial results that arise as risks are regulated and operational

processes are standardised and compatible illustrate the value of CG.

When there is sound CG, then there are many benefits as follows:

¢ Increase the level of trust

e Reduce the level of corruption
¢ Increase the accountability

e Access to investment funds

e Enable economic growth

Additionally, CG has several direct advantages for companies, at the very least,
including the following factors: process efficiency, error visibility, decreased
expenses, polished activities, and agreement. Each of these factors contributes to
the advantages of CG for companies. Efficient processes are those that are
repeatable and consistent. When the processes are efficient, companies make the

most out of their processes (Adel et al.,, 2019; Maria, 2020). Moreover, the
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consistent visibility of errors aids in easily identifying nonconformities in systems.

Hence, this practice makes companies benefit (Adel et al., 2019).

Also, by streamlining tasks, companies can remove waste from debris, rework, and
other inefficient processes. Removing waste will eventually decrease expenses for
companies and maximise long-term financial performance (Adel et al., 2019; Maria,
2020). Achieving optimum long-term financial performance will eventually lead to
increasing transparency and investor confidence (Samaha et al., 2012; Maria,
2020). Companies also benefit from polished activities. When operation particulars
might be non-conform or conform, frequent delays from conflicting procedures are
avoided. Therefore, the activities of the companies become polished (Adel et al.,
2019; Maria, 2020). Business agreements and political ties, especially in emerging
economies, can also be factors for the advantages of CG. CG-friendly culture and
political ties help a commodity to enter the market whilst meeting its expected

requirements and functioning properly (Adel et al., 2019; Chung and Zhu, 2021).

After discussing some of the several factors that advantage and benefit CG of
companies, in the next section, key CG principles are discussed, with a later focus

on the CGD and transparency principle.

2.3 Key principles (general & OECD) underlying CGD

In order to conceptually and (in part) contextually ground the research of this thesis,
the following sections provide a wide but much enable a considered discussion of
the OECD principles relating to CG, in general, and the disclosure and transparency

principle, in particular.

2.3.1 CG general quiding principles

Previously, the significance and importance of CG were discussed in some of the

prior paragraphs. Adopting good CG practices is fundamental to companies aiming
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to build and maintain trust among stakeholders. The interests of different

stakeholders must be essential to the management of companies.

The corporate financial crises and scandals of Enron, WorldCom, Adelphia, and
Tyco have triggered the question of whether companies are really and effectively
managed for the best interests of shareholders and any other stakeholders (Farinha,
2003; Pergola and Joseph, 2011; Okaily et al., 2019). These high-profile corporate
scandals were the result of unethical accounting methods and poor CG practices.
Ultimately, these corporate financial scandals severely damaged stakeholders' trust
(Okally et al., 2019). Because of the great power that the boards and top managers
of such companies possess, alongside with the wide ownership diffusion of
companies, these individuals are necessarily the ones to blame when financial and
fraudulent crises occur (Farinha, 2003; Pergola and Joseph, 2011). Stringent
regulatory pressures levied on public corporations in recent years have increased
the cost and complexity of controlling and handling a company's operations. They
have also introduced additional financial, regulatory, and legal issues. In its simplest
form, CG relates to how a company works. CG includes a company's rules, laws,
procedures, and activities, as well as how the company's internal processes are

managed.

Although the earlier referenced corporate financial scandals were not unique cases,
Farinha (2003) argues that the public could not simply ignore them, because they
affected not only shareholders, but also different stakeholders, such as workers,
creditors, and the general community. The mechanisms that can effectively
maximise the welfare of the stakeholders have always been the main topic of
interest to the public. Lights were shed on CG, as well as corporate failures and
scandals. Many stock market regulators have published, and even adopted,
numerous sets of recommendations on CG since the Seminal Cadbury Report

(1992) in the U.K. Given the scope of the issue, current research needs to be
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continually conducted in order to measure the effectiveness of these
recommendations, in terms of their increased effectiveness towards providing better

CG.

The rapid changes and progress in the global markets have made it imperative to
establish guiding principles of CG and later assess their effectiveness. Guiding the
continual advancement of CG practices and advancing the ability of corporations to
compete, create jobs, and generate economic growth should be the expected
outcome of implementing these principles. CG should guarantee the implementation
of effective and reasonably consistent policies and processes that respect the rights
of all parties concerned. In a world where global corporations are very common, if
something goes wrong, the tragedy will very likely affect many nations, some in a

far more negative way than others.

The Business Roundtable (2016) contends that two purposes can be served by
implementing CG principles. First, it provides corporate management and BoD with
support when implementing best practices in CG. Second, it can serve as a

guidepost for the public dialogue on evolving governance standards.

The CG framework should be well-prepared for the implementation of CG principles.
To develop the CG framework, all the following elements (at the very least) should
be considered: the impact on overall economic performance, market integrity and
the incentives created for market participants, and the promotion of transparent and

efficient markets.

The corporations’ regulatory and legal environment affects the overall economic
outcomes. Accordingly, policy makers should develop a flexible framework that
meets the needs of corporations operating under various circumstances, to help
them create value and achieve the optimal use of resources. Hence, policy makers

should always take regard to the eventual economic outcomes, and when they
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consider policy options, the impact on key variables that affect the functioning of
markets should be analysed. Such variables are incentive structures, the
effectiveness of self-regulatory systems, and tackling systemic conflict of interests

(Business Roundtable, 2016).

The importance of developing a CG framework, that encourages transparent and
effective markets to be in line with legal rule and to clearly state responsibilities’
distribution among different supervisory, regulatory, and enforcement authorities,
was emphasised by OECD in its OECD Principles of CG (2004). Transparency and
efficiency of markets play a role in disciplining market participants and in stimulating

accountability. This point is addressed in detail in later paragraphs.

Claessens (2006) highlights the fact that a good CG framework’s objective would
be to increase companies' contribution to the overall economy, including all
stakeholders. Obviously, CG would address the relationships between
shareholders, creditors, and corporations, between financial markets, institutions,
and corporations, and between employees and corporations. CSR, including such
aspects as the company's actions in relation to the society and the environment,

should also be taken into consideration.

For the CG framework to be effective, it is important to build a proper and effective
legal, regulatory, and institutional foundation that all market participants can depend
upon in creating their private contractual relations. The mix between legislation,
regulation, self-regulation, and voluntary standards will vary from one country to
another. The reason behind this variation is mainly because the CG framework
comprises elements of legislation, regulation, self-regulatory arrangements,
voluntary commitments, and business actions that arise from the particular
circumstances, history, and tradition of a country. Accordingly, the framework

content and structure might need to be modified (Claessens, 2006).
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Thirty-four democratic countries that support free-market economies established the
OECD as stated earlier, with a view to discuss and develop economic and social
policies. To achieve that goal, supporting free-market economies, the OECD
released the OECD Principles of CG in May 1999. The Principles were revised in

2004 and then again in 2015 (OECD, 2004; OECD, 2015).

One of the recommendations of the OECD (2004) to countries that implement CG
principles is to ensure CG system conforms to the regulations and listing
requirements and monitor their business processes to help the market operate fairly
and strengthen the economy. When implementing the CG principles, it should be
taken into consideration how different elements of the framework of CG function
together and how the framework as a whole contributes to developing practices that
follow ethical and transparent CG practices. This should be carefully examined to
develop a framework of good CG. A continuous dialogue with the public is broadly

viewed as an indispensable and good practice.

While developing the CG framework, national legislators and regulators in each
jurisdiction should, in due manner, take into consideration the need for, and the
result of, effective international dialogue and cooperation. Meeting these conditions
will help the CG system increase the probability of evading over-regulation, boost
entrepreneurship exercise, and reduce the risk of damaging conflict of interests in

both the private sector and public institutions (OECD, 2004).

According to the Principles of CG published by the OECD in 2004, “CG involves a
set of relationships between a company’s management, its board, its shareholders,
and other stakeholders. CG also provides the structure through which the objectives
of the company are set, and the means of attaining those objectives and monitoring

performance are determined”.
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CG has two sets of mechanisms, internal or external to the company. The main
internal mechanisms include board composition and equity ownership. The external
mechanisms are the external market for corporate control and the legal/regulatory
system. Numerous advantages of effective CG have been listed by the OECD,
including the decrease in the cost of capital; hence, companies are encouraged to
use resources more efficiently, leading to economic growth (OECD, 2004). The

OECD Principles of CG are discussed in some detail in the following paragraphs.

Effective enforcement is crucial to the success of CG. An effective system of CG
develops the framework within which the board and management address their
respective responsibilities. Effective CG needs to define the respective roles of the
board and of senior management and their relationships with others in the corporate
structure. Honesty has to be the main characteristic of the relationships between the
board and management with shareholders. Their relationships with employees
should be characterized by fairness. Good citizenship is the focus of their
relationships with the communities in which they operate. Finally, their relationships
with the government should be characterized by a commitment to compliance

(OECD, 2004; OECD, 2015).

Senior management, led by the CEO, is in charge of running the daily operations of
the corporation and properly informing the board of the status of such operations.
Management's responsibilities include strategic planning, risk management, and

financial reporting (OECD, 2004; OECD, 2015).

The BoD is responsible for supervising management performance on behalf of
shareholders. It is also responsible for selecting and supervising a well-qualified and
ethical CEO who, with senior management, runs the corporation on a daily basis,

and for monitoring the performance and adherence of the management to corporate
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standards. Effective corporate directors are diligent monitors, but not managers, of

business operations (OECD, 2004; OECD, 2015).

Although shareholders have little voice in how the company management runs its
daily business, they are entitled to select directors to represent their interests, and
to be regularly informed to make their investments and voting decision (OECD,

2004: OECD, 2015).

The BoD, the CEO, and senior managers need to have a proactive, focused state
of mind, and must be dedicated to achieving company success with a strong code
of ethics and responsibility in order to implement effective CG. A “check-the box” list
of board and management duties should not constitute good governance. If not
actually implemented, even the most well-considered and drafted policies are most

likely to fail (OECD, 2004; OECD, 2015).

An effective CG structure comprises a system for upright goal setting, effective
decision-making, and careful observation of compliance and performance. With
such a dynamic and responsive structure, the BoD, the CEO, and the management
are able to effectively and rapidly adapt to any changes, while maintaining strong
company values, to deliver long-term value to the shareholders investing in the

company (OECD, 2004; OECD, 2015).

2.3.2 OECD principles of CG

OECD (2015) identifies six key principles of CG, and these are briefly discussed

below:

I. Ensuring the basis for an effective CG framework
Transparent and efficient markets should be promoted, and the CG framework

should be consistent with the rule of law and it should clearly articulate the division
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of responsibilities among different supervisory, regulatory, and enforcement

authorities.

The more information one has, the more confident one can be. This is the motto that
all of the stakeholders adhere to. Transparency pays off in the corporate world as
well. Companies, who are honest with their transactions and cash flows gain the
public's confidence, which is priceless. Transparency is critical at all scales of a
company's operations, particularly at the high management level, where big
decisions and preparations are taken. Holding the interests of the stakeholders
involved helps to foster a sense of confidence and unity, which leads to higher

valuations and easier access to capital.

II. The rights of shareholders and key ownership functions

Shareholders should be able to exercise their rights in a facilitated and protected
manner. These rights include the right to be listed in the corporation’s share register,
transfer ownership, be informed on a timely manner, vote in general shareholder
meetings, and elect and remove board members. Shareholders should also be

entitled to profits of the corporation.

[ll. The equitable treatment of shareholders

The CG framework should ensure that minority and foreign shareholders are treated
equally with all other shareholders. All shareholders should be able to seek
appropriate compensation for any infringement of their rights. Insider trading and
abusive self-dealing, which hinder the equal treatment of shareholders of the same
series of a class, should be prohibited. If members of the board and key executives,
directly, indirectly, or on behalf of third parties, have a material interest in any

transaction affecting the company, they must disclose it to the board.

42



The equitable treatment of shareholders ensures that companies are ready or
obligated to take responsibility for the consequences of their decisions and
performances. Accountability is frequently regarded poorly and confused by those
who feel it is synonymous with the conventional "Propaganda War." It must also be
seen in a constructive light since it recognises achievements. Accountability
provides a framework where everybody is kept responsible for their job

responsibilities.

IV. The role of stakeholders in CG

In the CG framework, the rights of stakeholders established by law or through
mutual agreements should be recognised and active co-operation between
corporations and stakeholders in creating wealth, jobs, and the sustainability of

financially sound enterprises should be encouraged.

A stakeholder is someone who cares about the company, its services, or its
ventures. They may be business staff, retailers, distributors, or some other
associates. They are involved with the company. Stakeholders may also be owners
of the company (in this case, stakeholders are shareholders), and their decisions
have an impact on the efficiency of a company. Shareholders are the biggest
corporate owners, and they have the right to add in or pull money out at any time.
Their judgment would be based on the financial success of the company. After that,
they may put the burden on management for financially excellent results and modify
methods and techniques where needed. Any shareholder may also adjust the asset

price of the stock by increasing or decreasing their investment.

Stakeholders play a vital part in the development of the success of the company.
Stakeholders can also play a crucial role in decision-making when they are a part of
the BoD. They help look after those divisions, like supporting customers, research

and development, or human resources, to ensure the company’s success.
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They have the authority to force the company to obey civil rights and the rules of the
environment. They still keep an eye on outsourcing practices and have voting rights
on any corporate decision that might jeopardize the company’s ultimate objectives.
They have many other duties in business. They will spot potential opportunities for
market expansion and revenue growth. They will be able to contribute more
campaign ideas. They also draw other investors to the business. They may be a
member of a review committee or a business delegate. Furthermore, they have the

authority to make all big economic and environmental decisions.

By being vigilant and committed, investors and other stakeholders, such as staff,
consumers, creditors, society, and providers, are vital factors in CG. The main
objective of CG is to include effective frameworks for promoting shareholder capital
formation while also safeguarding the rights of several other stakeholders. CG can
be monitored directly by participants in the company's profitability and financial
activities, or indirectly by counterparties such as stock analysts and financial

institutions.

V. Disclosure and transparency
The CG framework should ensure that timely and accurate disclosure is made on
all material matters regarding the corporation, including the financial situation,

performance, ownership, and governance of the company.

This specific principle is discussed in more depth in the coming paragraphs as the
thesis evolves around the CG practices of companies regarding this specific

principle of disclosure and transparency.
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VI. The responsibilities of the board
Through the CG framework, the strategic guidance of the company, the effective
monitoring of management by the board, and the board’s accountability to the

company and the shareholders should be ensured.

The next point discusses CGD and transparency thoroughly. To explore further
different CG frameworks, the U.K. CG code and the Egypt Code of CG, two

publications, are discussed in the next section of this chapter.

2.3.3 OECD CGD and transparency principle

In response to market demand, companies often make voluntary disclosures that
go beyond minimum disclosure requirements. Therefore, the OECD CG principle of
disclosure and transparency is of significant importance to support mandatory as
well as voluntary disclosure practices by companies (OECD, 2004; OECD, 2015).
Accordingly, the next paragraphs are dedicated to having an overview on the OECD
governance disclosure and transparency principle. Later, the principle itself, as

stated in the OECD (2015), is explored.

2.3.3.1 OECD CGD and transparency principle overview

In most countries, a large amount of information, both mandatory and voluntary, is
compiled about publicly traded companies, and subsequently disseminated to a
broad range of users. Annual public disclosure is typically required, which is the
minimum requirement, however, countries or even companies in the same country

vary in applying this requirement (OECD, 2004; OECD, 2015).

According to the disclosure and transparency principle, companies should disclose
all material developments that arise between regular reports in a timely manner. All
shareholders should have the right to simultaneous reporting of material or required

information in order to ensure their equitable treatment. Companies must comply
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with this fundamental principle of equitable treatment to maintain the trust of

investors and market participants (OECD, 2004; OECD, 2015).

Regarding disclosure, many countries follow the concept of materiality. Material
information is information that would be of interest to a reasonable investor when
making an investment or voting decision. However, disclosure requirements are not
supposed to place unreasonable administrative or cost burdens on companies. In
addition, companies should not be required to disclose information that may
compromise their competitive position, except for the information needed to make
informed investment decisions and to avoid misleading investors (OECD, 2004,

OECD, 2015).

The shareholders’ ability to exercise their rights on an informed basis is reinforced
by a strong disclosure framework that promotes real transparency. Additionally,
disclosure can be a powerful mechanism to influence company behaviour and
safeguard investors. It could also contribute to attracting investors and
strengthening their confidence in the capital markets. On the contrary, and as was
evident in several financial crises, unethical behaviour and loss of market integrity,
can result from weak disclosure and non-transparent practices. This loss affects not
only the companies involved and their shareholders, but also the economy (OECD,

2004; OECD, 2015).

In order for shareholders and potential investors to properly assess the performance
of the company management and make informed investment decisions, they need
to have trust and be confident about the integrity and transparency of information
related to the company. This can be advantageous in raising the public’s awareness
of the company’s activities, organisational structure, and policies and commitment

to its social and environmental responsibilities. Otherwise, it can cause the market
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to function improperly and increase the cost of capital, and results in an inefficient

allocation of resources (OECD, 2004; OECD, 2015).

2.3.3.2 OECD CGD and transparency principle discussion

The following paragraphs enlist the disclosure and transparency principle in detail

as per OECD (2015) along with some discussion after each point:

A. Disclosure should include, but not be limited to, material information on:

1. The financial and operating results of the company.

The most used source of information on companies are audited financial statements
showing the financial performance and the financial situation of the company (most
typically including the balance sheet, the profit and loss statement, the cash flow
statement and notes to the financial statements). They facilitate the appropriate
monitoring of companies and also help to value securities. Annual reports typically
include management’s discussion and analysis of operations. To maximise the
benefit from such discussion, it has to be read in conjunction with the accompanying
financial statements. Information that may shed light on the future performance of
the company is the most important part for investors. Incomplete disclosure of the
company’s financial performance is often viewed to be the cause of governance
failures. In order to reduce such failures, disclosing any off-balance sheet items and
the transactions of an entire group of companies, including special purpose entities,
in compliance with high quality and internationally recognised standards, can give
the investors a comprehensive and good understanding of the company’s financial

performance in the future.

2. Company objectives and non-financial information.
Certain investors and other data users may need extra information that may help
them assess the interactions between companies and the communities in which

they are based and the efforts these companies have made to achieve their
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objectives. These disclosures include policies and performance in terms of business
ethics, environmental and social responsibility and, where essential to the company,
human rights and other public policy commitments. Other information includes rules
and regulations of a company and efficiency that is related to any business,
atmosphere, and other commitments. Non-financial goals, like consumer
satisfaction, employee health, labour efficiency, and conversion efficiency, are also

essential.

These aspects have a significant effect on the success of the company. The
financial goals are what most investors and users think about when they think about
a business. They consider the company’s sales, expenses, assets, liabilities, and
equity. Often, companies' ultimate aim is to maximise profit. Profits are allocated to
shareholders, which is known as optimising shareholder capital. Every year,
company management determines how much profit is reinvested in the company
(retained earnings) and how much of it is distributed as dividends (cash or stock).
This will eventually lead to further success of the company and a higher valuation

of its stock price.

3. Major share ownership, including beneficial owners, and voting rights.

Investors are also entitled to be informed about the ownership structure of the
enterprise and their rights in comparison with the other owners’ rights. In addition,
they should also be informed about the structure of a group of companies and intra-
group relations. The objectives, nature, and structure of the group should also be
disclosed. Whenever certain thresholds of ownership are passed, disclosure of

ownership data should be provided.

Investors are entitled to receive information on major shareholders and others that,
in any way, significantly have an impact on or control or may significantly have an

impact on or control the company through, for example, special voting rights,
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shareholder agreements, the ownership of controlling or large blocks of shares,
significant cross shareholding relationships and cross guarantees. Disclosing
shareholdings of directors, including non-executives, is also recommended.
Information about record ownership needs to be complemented with current
information about beneficial ownership, particularly for enforcement purposes, and
to identify potential conflicts of interest, related-party transactions, and insider

trading.

4. Remuneration of members of the board and key executives.

Information about board and key executives’ remuneration is also required by the
shareholders, particularly how remuneration is associated with the company’s
performance in the long-term. With such information, investors can measure the
costs of remuneration plans against their benefits and assess the relationship
between incentive schemes, including stock option schemes, and company

performance.

Disclosure on an individual basis, including termination and retirement provisions,
is becoming more widely recognised as good practice, and is even now mandated
in many countries. The extent of disclosure varies from one jurisdiction to another,
as some require the disclosure of the highest paid executives’ remuneration, while

in others it is limited to specified positions.

Executive reimbursement, whether in the form of equity options, incentive schemes,
or other ways, should be tied to the achievement of profit for shareholders and
financial success over time. Cash incentive plans, for example, should incentivise
success and be dependent on quantifiable variables over which the individual in

guestion has control.

Benefits or rewards for tasks or jobs are often called remuneration. This covers an

average pay with the addition of any compensation or other economic incentives
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provided to an employee when he is on the job. Salary is made up of annual average
earnings. The employer will pay an hourly wage or a certain sum on a routine basis.
As a result, wages and remuneration are synonymous, with remuneration being a
larger concept that encompasses salary. In a wider perspective, salary is usually
fixed, but if an individual performs something extraordinary, then he or she will
receive remuneration. It can also be referred to as a reward that is given to a

member or employee for excellent performance.

5. Information about board members, including their qualifications, the
selection process, other company directorships, and whether they are
regarded as independent by the board.

To be able to evaluate individual board members and key executives and assess
any potential conflicts of interest that might affect the decision-making process,
investors require information about the experience and qualifications of the key
board members and executives. It is important that investors and shareholders
receive transparent information about the board members’ qualifications, their share
ownership in the company, membership of other boards, other executive positions,
and whether they are considered by the board to be independent members. Being
a member of other boards must be disclosed for many reasons; it can be an
indication of experience and possible time pressures facing a member of the board,
and it may as well reveal potential conflicts of interest and show the degree to which

there are inter-locking boards.

6. Related-party transactions.

To ensure the company is managed with due consideration for the interests of all its
investors, all material related-party transactions and their terms should be fully
disclosed to the market individually. Related-parties should at least include entities
that control or are under common control with the company in addition to significant
shareholders, including members of their families and key management personnel.
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All related-parties should be properly identified under the CG framework. Material
transactions with consolidated subsidiaries should be disclosed if related-parties

have specific interests.

In some jurisdictions, related-party transactions are categorised by their terms and
materiality in order to make disclosures more useful. To attain effectual outcomes,
disclosure requirements may need to be based primarily on quantitative criteria;
nevertheless, splitting transactions with the same related-party in order to avoid

disclosure should be prohibited.

7. Foreseeable risk factors.

It is necessary to keep users of financial information and market participants
informed about significant and foreseeable risks. These may include risks
associated with the industry or the geographical areas in which the company is
based, dependence on commodities, risks associated with financial market,
including interest rate or currency risk, risk associated with derivatives and off-
balance sheet transactions, business conduct risks, and risks associated with the

environment.

The Principles therefore call for disclosures to be complete and adequate to ensure
the investors are fully informed of the significant and foreseeable risks of the
company. Disclosure of risks has the most effect when it is made specific to the
subject company and industry. Providing information about the process of risk

management as well is becoming widely viewed as good practice.

8. Issues regarding employees and other stakeholders.

Companies are encouraged, and in some countries even obligated, to communicate
information to employees and other stakeholders about key problems relevant to
them that may significantly affect them or the company’s performance. Disclosure
can encompass interactions between the management and employees, including
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remuneration, collective bargaining coverage, and measures for employee
representation, and relationships with other stakeholders, such as suppliers,

creditors, and local communities.

Additionally, some countries may require comprehensive disclosure regarding
human resources. This includes the policies, such as development and training
system and employee share ownership plans, which can showcase the competitive

advantages of companies to market participants.

9. Governance structures and policies, including the content of any CG code
or policy and the process by which it is implemented.

Companies should be mandated to include their CG practices in the regular reports.
With mandatory reporting based on “comply or explain” or other principles,
companies should also adhere to principles stipulated, or endorsed, by the

regulatory or listing authority.

For the purpose of assessing a company’s governance, the governance structures
and policies of the company, including, in the case of non-operating holding
companies, that of significant subsidiaries, should be disclosed. This includes how
company control is divided between shareholders, management, and board
members. The different roles and duties of the CEO and/or Chair should be clearly
outlined in company disclosure and whether both positions are held by one person
and the reason for this arrangement. Disclosure of the articles of association, board
charters and, if necessary, committee structures and charters is also good practice.
Additionally, procedures for shareholders’ meetings should ensure votes are
accurately counted and recorded, and that the outcome is announced promptly in

order to increase transparency.
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B. Information should be prepared and disclosed in accordance with high
guality standards of accounting and financial and non-financial reporting.

The investors can better monitor the company when high quality accounting and
disclosure standards are adopted and applicable, reliable, and comparable reports
are provided along with an upgraded insight of company performance.
Internationally recognised standards of financial reporting are required in most
countries, which increases transparency and comparability in financial reporting

between countries.

Such standards should be established through open, independent, and public
collaborations between the private sector and other interested parties, such as
independent experts and professional bodies. High quality domestic standards may
be developed by aligning them with one of the internationally recognised accounting
standards. It is a requirement in many countries for listed companies to use these

standards.

C. An annual audit should be conducted by an independent, competent, and
qualified auditor in accordance with high-quality auditing standards in order
to provide external and objective assurance to the board and shareholders
that the financial statements fairly represent the financial position and
performance of the company in all material respects.

The audit statement should contain an opinion on how financial statements have
been prepared and presented, and attest that the financial statements fairly
represent the financial performance of a company. This should enhance the
company’s control environment. External auditors may also be required in some

jurisdictions to report on the CG of the company.

Auditor independence and shareholder accountability should be a requirement.

Appointing an independent audit regulator in accordance with the Core Principles of
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the International Forum of Independent Audit Regulators (IFIAR) is crucial for

improving audit quality.

Additionally, it is good practice for external auditors to be recommended by an
independent audit committee of the board or a corresponding body, and to be
selected by that committee/body or by shareholders themselves. Moreover, the
International Organization of Securities Commissions (IOSCO) Principles of Auditor
Independence and the Role of CG in Monitoring an Auditor’s Independence states
that, “standards of auditor independence should establish a framework of principles,
supported by a combination of prohibitions, restrictions, other policies, procedures,
and disclosures, that addresses at least the following threats to independence: self-

interest, self-review, advocacy, familiarity, and intimidation”.

As providing non-audit services by the external auditor to a company can
significantly impair their independence and might result in them auditing their own
work, it is essential that the audit committee or a corresponding body oversee the
internal audit activities and the overall relationship between the company and the
external auditor, including the nature of non-audit services. Additionally, payments
to external auditors for non-audit services should be disclosed to address any

potential inaccuracies in incentives.

Completely prohibiting or setting stringent limitations on the nature of non-audit work
which can be undertaken by an auditor for their audit client, a fixed tenure for
auditors, joint audits, mandatory rotation of auditors (either partners or, in some
cases, the audit partnership), prohibiting the audited company from appointing an
ex-auditor for a limited period of time and prohibiting auditors or their dependents
from having a financial stake or management role in the companies they audit are
some examples of other provisions designed to promote auditor independence.

Setting a cap for the percentage of non-audit income received from a specific client
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and/or the total percentage of auditor income received from one client is an even

more direct regulatory mechanism adopted by some countries.

The urgent need to confirm the competence of the auditors has become an issue in
some jurisdictions. Therefore, a registration process for individuals to verify their
qualifications is regarded as good practice. To achieve appropriate levels of
professional competence and skepticism, ongoing training and monitoring of work

experience is needed.

D. External auditors should be accountable to the shareholders and owe a
duty to the company to exercise due professional care in the conduct of the
audit.

It is considered good practice that external auditors are to be recommended by an
independent audit committee of the board or a corresponding body and to be
selected either by that committee/body or through the shareholders’ meeting
directly. This establishes the external auditor's shareholder accountability and
affirms their responsibility to provide due professional care to the company, rather
than to any corporate managers that they may interact with while carrying out their

duties.

E. Channels for disseminating information should provide equal, timely, and
cost-efficient access to relevant information by users.

Channels for information communication can just be as crucial as the content of the
information itself. Although legislation frequently provides for the disclosure of
information, the filing and access to information can be time-consuming and
expensive. Electronic filing and data retrieval systems have substantially improved
statutory reports filing in some countries. Countries should advance by incorporating
various sources of company information, including shareholder filings. Company

websites also contribute to improving the communication of information, and it is
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now required by some countries to have a website that presents relevant and

important information about the company itself.

It is necessary to establish provisions for ongoing disclosure, which include periodic
disclosure and continuous or current disclosure which must be provided as needed.
With respect to continuous/current disclosure, good practice is to require immediate
disclosure of material developments, whether this is defined as “as soon as

possible” or as a maximum number of specified days.

The periodic reports of companies with securities admitted to trading in a regulated
market where retail investors participate must conform to the IOSCO Principles for
Periodic Disclosure by Listed Entities. As for ongoing disclosure and material
development reporting by listed companies, they are governed by the 1I0SCO
Principles for Ongoing Disclosure and Material Development Reporting by Listed

Entities.

After reasoned discussion of key guiding principles regarding CGD. The next section
details some regulatory structural issues regarding the same, in an attempt to

explore the legal and professional aspects of CGD.

2.4 Some legal (de jure) and professional (de facto) requlatory aspects

A discussion of the CG framework inevitably addresses “hard law” and “soft law”.
Prior studies state that the adoption of CG, in most countries, combines “hard law”
(e.g. legislation, regulations, and mandatory requirements) with “soft law” (voluntary

recommendations and CG codes) (Nedelchev, 2013; Duh, 2017; Lan, 2022).

This section begins by discussing the legal aspects of the U.K. and Egypt. Some of
these legal aspects are considered to be “hard law”. It then moves on to a more in-
depth legal examination of the two countries' CG Codes “soft law”. These are carried

out in accordance with the 2018 U.K. CG Code (FRC, 2018) and the 2016 Egyptian
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CG Code (EloD, 2016). Then, the section concludes with a discussion of some of

the most prominent CG Codes from other countries and professional bodies.

2.4.1 Leqgal (de jure) requlatory aspects

The OECD principles of CG are considered to be the framework and the basis for
the development of CG codes in different countries. In the following paragraphs, the
CG Codes of the U.K. and Egypt are discussed, as well as CG codes in other

countries.

For a multitude of reasons, the economy may get out of control. On the other hand,
policymakers have a variety of options for attempting to correct government policies,
based on what is incorrect. When government policies are implemented in personal
practices, then too much demand may cause national economic issues to be deeper
and wider (Abdel-Kader, 2013). Few European countries have called for ambitious
economic initiatives in response to the latest global financial and economic turmoil.
The role of financial institutions is to move savings into investment. A healthy
financial sector means that these funds are put to the best possible purpose,
resulting in improved economic growth and integration. Governments frequently
have policies in place to ensure that the disabled and other disadvantaged
populations have an adequate quality of life. However, in many developed nations,

some expensive schemes are being implemented.

After those macroeconomic disparities have been overcome, the systemic
strategies will be enforced effectively. On the other hand, the structural policies that
are implemented in the economic system of a country can increase the efficacy of
certain stability initiatives. It seems rational to expect that policymakers control
utilities to boost sector efficiency as opposed to no regulation. Even then, there is
some disagreement about what it means to "boost sector efficiency.” The term
"improve sector efficiency"” often refers to the government's ability to exercise market
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control and/or promote competition. It could also indicate that perhaps the
government needs to fix dedication concerns, in which case a regulatory body will
be established to shield operators and consumers from politically motivated actions
that would compromise long-term reliability for quick political opportunism. For
instance, most countries adopted legislation to shield monopoly telecommunications

networks from competitiveness in the twentieth century (World Bank Group, 2021).

The importance of the existence of a regulatory body is as significant as the
importance of the existence of a set of clearly stated rules and regulations to follow,
both must be effectively in force to lead to good CG practices eventually. The next
discussion is dedicated to the efforts made by countries to regulate CG practices.
One way of regulation is through the issuance of a CG code. First, the CG code of

the U.K. is discussed.

2.4.2 Professionally (de facto) U.K. CG Code

The U.K. CG Code of 2018 lays out the guidelines that the executive committee
should follow to further the mission of the company, ideals, and long-term
performance. The Code defines planned best practices in areas such as ownership
structure and organisation's intent, duties division, structure, turnover, and
assessment, risk, and organisational harmony. The company should follow all of the
principles of the Code, and the way in which it has done so must be recorded in the

annual report of the company (FRC, 2018).

Directors should be careful to enforce the principles of the Code in a way that
represents the particular situations in their company that necessitate a specific
response, and they must clarify how they did so (Adel et al., 2019). Where a
company considers that an alternate path to economic development is more

effective than implementing the principles of the Code's rules, the amendments
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should be implemented on a comply or explain basis. The company's annual report

should specifically resolve the issue, in any scenario, and clarify the matter.

The U.K. has made substantial efforts to set out rules, standards, and codes to
encourage better CG practices among listed companies. This is achieved through
the Financial Reporting Council (FRC), which is an independent regulator in the U.K.
and Ireland. The mission of the FRC is to promote transparency and integrity in
business. The FRC is responsible for regulating auditors, accountants, and
actuaries, as well as setting the U.K.'s CG and Stewardship Codes. The FRC also
monitors and takes action to promote the quality of corporate reporting and operates
independent enforcement arrangements for accountants and actuaries (FRC, 2016;

FRC, 2018).

Regarding the U.K.’s efforts in the development of a CG code, it started in 1992.
The first version of the U.K. CG Code was published in 1992 by the Cadbury
Committee. Over the years, the U.K. CG Code has been revised and expanded to
take account of the increasing demands on the U.K.’s CG framework. Recently, the
FRC published the U.K. CG Code 2018, formerly known as the Combined Code, in
July 2018. The Code applies to accounting periods beginning on or after 1 January
2019. Meanwhile, the prior code, which is the U.K. CG Code 2016, remains in place

for those companies whose year-end occurred before 1 January 2019 (FRC, 2018).

The U.K. CG Code 2018 sets out standards of good practice for listed companies
on board composition and development, remuneration, shareholder relations,
accountability, and audit. It places greater emphasis on relationships between
companies, shareholders, and stakeholders. It also promotes the importance of
establishing a corporate culture that is aligned with the company’s purpose and

business strategy, as well as promotes integrity and values diversity (FRC, 2018).
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All companies with a Premium Listing of equity shares in the U.K. are required under
the Listing Rules to report in their annual report and accounts on how they have
applied the Code. The Code focuses on the application of the principles and
reporting on outcomes achieved. For the Code's provisions, companies should
disclose how they have complied with them or provide an appropriate explanation
to their individual circumstances. The Code comprises five main parts. Each part
contains a set of principles and detailed provisions. There are eighteen principles,

which are followed by forty-one detailed provisions (FRC, 2018).

The revised set of principles in the Code stresses the need of good CG for long-
term sustainable success. Companies can demonstrate throughout their reporting
the impact their governance system has on achieving long-term sustainable success
and realising far-reaching objectives by adhering to the principles, following the
more detailed provisions and using the associated guidance. How boards and
companies commit to the spirit of the principles is key in achieving this. The Code
does not lay out strict rules, rather it offers flexibility through the application of
principles, ‘comply or explain’ provisions and associated guidance. Boards must
employ this flexibility wisely and investors and their advisors must carefully assess

the various approaches of the company (FRC, 2018).

In other words, the 2018 Code underlines the application of the principles.
Therefore, companies are mandated by the Listing Rules to submit a statement of
how they have applied the principles, in a manner that helps shareholders assess
how they have been applied. It is important to enable shareholders to assess the
company’s approach to governance. The application of the principles in the context
of the specific circumstances of the company should be included in the reporting, as
well as how the board has defined the company’s purpose and strategy, achieved

objectives, and attained outcomes through the decisions it has taken (FRC, 2018).
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When discussing the application of the principles, it is important to avoid boilerplate
and provide relevant reporting. Furthermore, reporting should underline how the
principles have been applied by stating the actions taken and the attained outcomes.
Signposting and cross-referencing to those parts of the annual report that describe
how the principles have been applied will improve the quality of reporting. These
approaches will enable investors to evaluate company practices and eventually

enhance their decision-making process (FRC, 2018).

Both the existence of the Code and the effective application of its principles and
provisions are equally important. Therefore, the effective application of the principles
should be complemented by high quality reporting on the provisions. Companies
should avoid a ‘tick-box approach’ and adhere to ‘comply or explain’ basis. They
should not simply adhere to the Code without grasping its meaning. In particular
circumstances and based on a set of factors, including the size, complexity, history,
and ownership structure of a company, an alternative to compliance with a provision
may be justified. Background information, a clear justification for the company's
action, and an explanation of the impact of the action should all be included in

explanations (FRC, 2018).

Moreover, the explanation should indicate when the company expects to conform
to a provision, if the company is not intending to conform with that provision for a
limited time. Explanations are a positive opportunity to communicate. They are not
an onerous obligation. Explanations are not supposed to be a burden on listed
companies, but rather explanations should be seen by companies as a means to
communicate their information to different stakeholders and eventually reducing the

information asymmetry (FRC, 2018).

The main parts and their related principles in the 2018 U.K. CG Code are as follows,

as per FRC (2018).
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The first part is about board leadership and company’s purpose. The principles
related to this part are as follows:

A. A successful company is led by an effective and entrepreneurial board, whose
role is to promote the long-term sustainable success of the company, generating
value for shareholders and contributing to wider society.

B. The board should establish the company’s purpose, values and strategy, and
satisfy itself that these and its culture are aligned. All directors must act with integrity,
lead by example and promote the desired culture.

C. The board should ensure that the necessary resources are in place for the
company to meet its objectives and measure performance against them. The board
should also establish a framework of prudent and effective controls, which enable
risk to be assessed and managed.

D. In order for the company to meet its responsibilities to shareholders and
stakeholders, the board should ensure effective engagement with, and encourage
participation from, these parties.

E. The board should ensure that workforce policies and practices are consistent with
the company’s values and support its long-term sustainable success. The workforce

should be able to raise any matters of concern.

The second part discusses division of responsibilities. The principles are as
follows:

F. The chair leads the board and is responsible for its overall effectiveness in
directing the company. They should demonstrate objective judgement throughout
their tenure and promote a culture of openness and debate. In addition, the chair
facilitates constructive board relations and the effective contribution of all non-
executive directors, and ensures that directors receive accurate, timely, and clear

information.
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G. The board should include an appropriate combination of executive and non-
executive (and, in particular, independent non-executive) directors, such that no one
individual or small group of individuals dominates the board’s decision-making.
There should be a clear division of responsibilities between the leadership of the
board and the executive leadership of the company’s business.

H. Non-executive directors should have sufficient time to meet their board
responsibilities. They should provide constructive challenge and strategic guidance,
as well as offer specialist advice and hold management to account.

I. The board, supported by the company secretary, should ensure that it has the
policies, processes, information, time, and resources it needs in order to function

effectively and efficiently.

The third part is regarding composition, succession, and evaluation. The
principles associated with this part are as follows:

J. Appointments to the board should be subject to a formal, rigorous, and
transparent procedure, and an effective succession plan should be maintained for
the board and senior management. Both appointments and succession plans should
be based on merit and objective criteria and, within this context, should promote
diversity of gender, social and ethnic backgrounds, and cognitive and personal
strengths.

K. The board and its committees should have a combination of skills, experience,
and knowledge. Consideration should be given to the length of service of the board
as a whole and the membership regularly refreshed.

L. Annual evaluation of the board should consider its composition, diversity, and
how effectively members work together to achieve objectives. Individual evaluation

should demonstrate whether each director continues to contribute effectively.

The fourth part discusses audit, risk, and internal control. The principles related

to this part are as follows:

63



M. The board should establish formal and transparent policies and procedures to
ensure the independence and effectiveness of internal and external audit functions
and satisfy itself on the integrity of financial and narrative statements.

N. The board should present a fair, balanced, and understandable assessment of
the company’s position and prospects.

O. The board should establish procedures to manage risk, oversee the internal
control framework, and determine the nature and extent of the principal risks the

company is willing to take in order to achieve its long-term strategic objectives.

The fifth and last part is regarding remuneration. The principles associated with
this part are as follows:

P. Remuneration policies and practices should be designed to support strategy and
promote long-term sustainable success. Executive remuneration should be aligned
with the company’s purpose and values and be clearly linked to the successful
delivery of the company’s long-term strategy.

Q. A formal and transparent procedure for developing a policy on executive
remuneration and determining director and senior management remuneration
should be established. No director should be involved in deciding their own
remuneration outcome.

R. Directors should exercise independent judgement and discretion when
authorising remuneration outcomes, taking account of company and individual

performance, and wider circumstances.

As discussed in prior paragraphs, one can infer that the U.K. CG Code promotes
sound CG practices. Consequently, carefully considered CG policies and practices,
along with high levels of transparency, can lead to improved levels of trust. This will
allow investors to take a more considered view of the governance of the company,

particularly where explanations have been provided and disclosed.
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This sub-section is dedicated to the U.K. CG code, while the following sub-section

discusses Egyptian CG code.

2.4.3 Professionally (de facto) Egyptian CG code

Egypt has come to recognise the importance of CG for economic development. In
correspondence to the needed improvement of CG framework, the Center for
International Private Enterprise (CIPE) and its local partners created a voluntary
code of CG, meaning that companies would volunteer to adopt Egypt Code of CG

without being obliged to implement it (CIPE, 2005).

Because of the imposition of debt registration and compliance laws, as well as the
adoption of new registration criteria involving sustainability, the number of owners,
and the lowest amount of capital following international standards, Egypt has seen
tremendous growth in the area of corporate ethics and growth (Abdel-Kader, 2013).
Egypt has gone and is going through tremendous efforts to enhance the long-term
duration (strategic) goals, with mindful strategies, to sustain the economy. It adds
value to the financial budgets and expenses by using a certain set of strategies for

shareholders and stakeholders.

In 2005, the General Authority for Investment and Free Zones with the support of
the Cairo and Alexandria Stock Exchange (CASE), now called the Egyptian
Exchange (EGX), drafted the first version of Egypt Code of CG in Arabic. The
preparation of this draft, which was made taking into consideration the CG Principles
and Standards established by the OECD in addition to codes recently issued in
selected countries, including South Africa, Malaysia, and the Philippines, was
supported by many contributions, including the CIPE’s opinion survey and the
consultations of the leaders in the local accounting, auditing, and general business
community. Additionally, the United States Middle East Partnership Initiative (MEPI)
together with the CIPE generously supported the preparation of the Code, including
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the drafting and comments processes. This draft emphasised that the most
significant benefit of effective CG is the ability of the company to decrease the cost

of capital and to attract foreign investments (CIPE, 2005).

In 2011, the Egyptian Institute of Directors (EloD) amended Egypt Code of CG of
2005, with the cooperation of different entities. EloD reviewed the Code of CG
published in October 2005 in order to update it based on the latest Egyptian and
International experiences. Then, a revised code was published in 2011. A few years
later, precisely in 2016, the EloD worked on upgrading and updating the previous
codes, consolidating them into one single code, and naming it “Egyptian Corporate

Governance Code” (ECGI, 2016; EloD, 2016; FRA, 2016).

A considered discussion of the development of the Egyptian CG Code will be

unfolded in the coming lines.

Guidelines and standards related to the principles of CG in Egypt were developed
in the first code referred to as “Egypt Code of Corporate Governance”, drafted in
October 2005. These principles indicate the rules, regulations, and procedures that
best safeguard and balance between the interests of corporate managers,
shareholders, and other stakeholders. They should be viewed as a unique
complement to corporate-related provisions contained in various laws, as they are
neither mandatory nor legally binding. However, they encourage a transparent and
ethical conduct in company management by adhering to international best practices
that balance between various party interests or stakeholders. These principles
provide a thorough description of the provisions; they are not explained in the brief

legislative phrasing typically found in legal documents (EloD, 2005).

Egyptian companies and their shareholders should make an effort to abide by and
implement these principles, as this would benefit not only the complying companies,
but also the country's overall investment climate. Additionally, it is the responsibility
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of the company's external auditors and legal advisors to promote compliance with
these principles among the corporate directors and to monitor their implementation.
Moreover, banks, other financing institutions, and credit rating institutions should
take the articles prescribed in the code into consideration when conducting business
with or evaluating companies to ascertain the extent of compliance with the

provisions and content of these principles (EloD, 2005).

All individuals in charge of managing companies, financial institutions, professional
bodies, shareholders’ groups, and directors should be expected to implement and
promote the provisions of this code. They should be expected to view the

implementation of these provisions as a signal of success (EloD, 2005).

The Egypt Code of CG (2005) is comprised of nine provisions:

1. Scope of implementation

2. General assembly

3. BoD

4. Internal audit department

5. External auditor

6. Audit Committee

7. Disclosure of social policies
8. Avoiding conflict of interests

9. CG rules for other corporations

Next, Egypt Code of CG, published in 2011, is discussed. The 2005 Egypt Code of
CG was revised and updated by the EloD. After revision, it was published in 2011.
Both codes share to a great extent the same provisions, except for the following
parts. A new section has been added to explain thoroughly some selected terms,
such as: chairman of the BoD, managing director, independent board member,
stakeholders, shareholders, general assembly, and minority shareholders. This is
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considered to be an added value, since this section was added in order to familiarise

all users of the code with these different terms (EloD, 2011).

Another valuable addition is the section of “Application or justification”. This section
is to highlight the importance of abiding by this code. Companies must apply all the
rules contained in this code. If the companies failed to abide by any of the rules of
this code, they must justify the reasons behind failing to do so. It is also required
from each company to prepare a table with all the rules of CG contained in this code
and the degree of compliance with each of the rules. For the rules that will not be
fully complied with, the company must explain the reasons of non-compliance and
whether there is a future plan for the compliance. The company must disclose this

compliance report on its official website and its annual report (EloD, 2011).

The earliest version of Egypt Code of CG in 2005 included a section on the
disclosure of the social performance. But, in the modified version of Egypt Code of
CGin 2011, the section previously mentioned became a part of a new added section

stating the rules of the disclosure and transparency principle (EloD, 2011).

Egypt Code of CG in 2011 comprises eight provisions, which is one less than the
first draft of 2005. In the 2011 version, the scope of implementation becomes a
separate part, that is not included within the provisions. Also, the disclosure
provision become dedicated for transparency and disclosure. The eight provisions
are as follows: general assembly, BoD, internal audit department, external auditor,
audit committee, transparency and disclosure, rules for avoiding conflicts of interest,

and CG regulations for other companies (EloD, 2011).

Later, in their continuous efforts for better CG practices adopted by companies, the
EloD published the Egyptian CG Code of 2016, which is the third release of codes
concerning CG in Egypt. This code aims to support and assist all companies to
understand and apply good governance as an integrated approach towards growth
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and sustainability, thereby achieving EloD’s mission and strategy for the benefit of
not only the companies’ stakeholders, but rather the Egyptian economy (ECGI,

2016; EloD, 2016; FRA, 2016).

The 2016 Egyptian CG Code is comprised of four chapters. Each chapter is
dedicated to discussing a specific aspect of CG. The first chapter is about the
general framework of CG. It starts with a discussion of the importance of the
Egyptian CG Code. Then, the different roles of the state, legislative, and regulatory
entities are thoroughly discussed. Also, the concept of CG itself is explained, along
with the numerous objectives and benefits of implementing CG principles. The
scope of application is stated afterwards. Then, the crucially important “Comply or
Explain” rule is explained. The last part of the first chapter is concerned with the
references used in drafting the Egyptian CG Code, along with the definitions of the

different terms used in the code (ECGI, 2016; EloD, 2016; FRA, 2016).

As for the second chapter, it discusses the four main pillars of CG. They are as
follows: first, general assembly of shareholders; second, BoD; third, board
committees; and fourth, control environment. Regarding the third chapter, it is for
the discussion and thorough explanation of disclosure and transparency. It starts
with the introduction of disclosure and transparency. Then, the material information
along with the differences and definitions of financial and non-financial disclosure
are explained. Later, the importance as well as the role of investor relations are
discussed. Finally, the last part of this chapter discusses the different disclosure

tools (ECGI, 2016; EloD, 2016; FRA, 2016).

The fourth and last chapter of the code is titled CG codes, charters, and policies. It
is divided into two parts. First, different codes and charters are explained. These are
code of ethics and business conduct, BoD charter, and board committees’ charters.

Second, the different policies related to CG are discussed, namely succession
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planning policy, disclosure policy, whistleblowing policy, conflict of interest policies,

and CSR policy (ECGI, 2016; EloD, 2016; FRA, 2016).

The tremendous effort of the EloD in the last release of the Egyptian CG Code can

only be complemented by the application of the code by Egyptian companies.

After discussing the Code of CG of both the U.K. and Egypt, the next sub-section

discusses the CG codes of different countries.

2.4.4 Professionally (de facto) other country CG codes

The CG codes of different countries are discussed in the following paragraphs to
highlight the global efforts exerted to establish good CG practices by various
countries. Efforts are not only exerted by individual countries to issue their own CG
codes, but also efforts are exerted by several group of countries, such as the Group
of Twenty (G20) countries and the Gulf Cooperation Council (GCC) countries. They

have all embarked on a journey to adopt good CG practices.

The first step in this journey is to issue their own CG code. Individual countries have
issued their own CG code. Each country adopts the rules and principles of CG which
are best suited to its laws and regulations. One of the best codes of CG is the
National Code of CG for Mauritius issued in 2016, as per the National Committee
on Corporate Governance (NCCG) (NCCG, 2016). The code was first developed
and issued in October 2003. Later on, this first edition was revised in April 2004.

The second and latest edition of the code was developed in November 2016.

An NCCG survey in 2014 and focus group meetings in 2015 identified that the
Mauritian business community believed that the 2003 Code needed to be revised.
The reasons for revisions to the Code included the need to align the Code with new
laws and guidelines (e.g., the Bank of Mauritius Guidelines). Other reasons were

the need to recognise, learn, and apply governance lessons from the British
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American Insurance Co Ltd. and Bramer Bank giant collapses in 2015 because of
fraudulent acts. Moreover, the governance lessons learnt from the global financial
crisis that began in 2008 were needed to be applied and considered as well in the
revised edition of the Code. Finally, a revised version was needed to identify and

apply international best practices (NCCG, 2016).

For all the above reasons, a new Code of CG for Mauritius was launched on 13
February 2017. The Code recognises that scandals arising from poor governance
that impact upon public interest entities should primarily be dealt with by laws and
legislation. The code comprises a set of principles and guidance aimed at improving
and guiding the governance practices of companies within Mauritius. It forms part

of a larger body of existing laws, rules, regulations, principles, and best practices.

The addition of “apply and explain” methodology gives companies the choice of
whether to apply the practices of CG or not. If they choose not to apply, then they
should explain the reasons for not applying them. The Code aims to encourage high
level of CGD quality with in-built flexibility that allows companies to adapt their
practices to their particular circumstances. It emphasises the need for boards to
focus on the effective performance of their key tasks. It is intended that the Code
will advance CG reforms in both the public and private sectors in Mauritius by

creating a CG framework of principles for business leaders to apply.

The Code also encourages change amongst the Mauritian business community by
focusing on improving the effectiveness of governance practices. Another intended
outcome of the Code is to provide maximum flexibility through a focus on principles
rather than mandatory regulations and rules (NCCG, 2016). The Code comprises
eight principles as follows: Governance Structure, The Structure of the Board and

Its Committees, Director Appointment Procedures, Director Duties, Remuneration
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and Performance, Risk Governance and Internal Control, Reporting with Integrity,

Audit, and Relations with Shareholders and Other Key Stakeholders.

Other distinguished efforts for CG codes issuance are exerted by the G20 countries
along with the OECD. OECD principles of CG was first published in 1999, the
Principles have since become the international benchmark. In 2015, the updated
Principles were endorsed by the OECD Council and the G20 Leaders Summit as
discussed earlier in this chapter. These principles are primarily directed to policy
makers and regulators, helping them to shape a legal and regulatory framework that

supports investment, business sector dynamics, and financial stability.

It is worth noting that the U.K. is among both OECD countries and G20 countries.
Egypt, on the other hand, is among the countries of the Middle East and North Africa
(MENA) region. Although the U.K. is a developed country and Egypt is a developing
country, co-operation between them is taking place constantly in different aspects.

CG practices and knowledge are among these co-operation efforts.

Collaboration between the OECD and MENA is an ongoing process to ensure better
CG practices among most countries of the world. In 2019, a published report to G20
on the implementation of the G20/OECD Principles of CG stated that a MENA-
OECD Working Group on CG has been established to support the implementation
of the G20/OECD Principles in MENA. In the same year, 2019, the MENA Working
Group issued the report CG in MENA: Building a Framework for Competitiveness
and Growth. Upon examining closely existing practices and regulations, the report
identifies reform priorities that would improve corporate access to finance;
transparency and disclosure; gender balance in corporate leadership, and the CG

of state owned enterprises (OECD, 2019).

The OECD, G20, and MENA and GCC countries are all exerting additional eminent
efforts to ameliorate CG practices. In the GCC, efforts and initiatives are being made

72



to improve the CG environment and respond to international developments. Even
though the majority of GCC codes are comprehensive compared to those of other
MENA countries, and are comparable to international codes, they can still be further
improved. Updated codes that take the particular nature of these countries into
consideration could improve CG (Shehata, 2015; Grove and Clouse, 2019; Haddad

et al., 2020).

In general, the codes of CG of the MENA region, including Egypt, are more recent
compared to those of developed countries, such as the U.K., where the Cadbury
report was first issued in 1992. This implies that there is still much to be done in
MENA, to reach the current status of CG found in developed countries. However,
the fact that these countries, in the MENA region, are starting to recognise the
importance and significance of CG shows that they are going in the right direction

towards further improvements (Samaha et. al, 2012; Shehata, 2015).

U.K. and Egypt Codes of CG contain a number of provisions and principles whose
objectives are to protect the interests of all shareholders as well as other
stakeholders. One of the foundations of CG is improving corporate disclosure and
transparency. Both codes seek to improve the quality of publicly reported corporate
information while also coordinating the relationship between shareholders, the BoD,
and management. However, compliance with the codes is not mandatory in the U.K.
nor in Egypt (Samaha et al., 2012; Almanie, 2021; El-Dyasty and Elamer, 2021).
Despite the fact that the codes serve as guidelines for companies to adopt, failure
to do so requires companies to defend their decisions. In the U.K., this is known as
complying or explaining. It's known as application or justification in Egypt. It has the
same meaning in both cases. The company has the choice of adopting CG practices

or explaining why it is not doing so.
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While national and international CG codes are becoming more similar, there is still
considerable variation between countries in terms of disclosure practices and
content (Bhuiyan and Biswas, 2007; Samaha, 2013). The issuance of CG codes is
perceived as the first step. The second and equally important step is the
implementation of the CG codes. There is no use of issuing legislations through

codes unless they are implemented as will be discussed in the coming chapters.

In the following section, the GCI is discussed in detail to better capture an

understanding of the level of competitiveness of countries, namely the U.K. and

Egypt.

2.5 Global Competitiveness Index (GCI)

The GCl is the output of the Global Competitiveness Report (GCR). The GCR is an
annual report published by the World Economic Forum (WEF). In the following
paragraphs, the nature, description, and key ingredients of this particular report are
explored. Moreover, the most important features in the reports of each country are

discussed as well.

2.5.1 GCI - nature/description

Since 1979, when the first edition was published, the series of the GCR has been
providing policy-makers and other stakeholders around the world with an annual

assessment of the drivers of long-term growth (WEF, 2018b).

Economic growth is considered to be a core driver of human development and thus
eventually competitiveness. There is a lot of evidence that growth has been the most
effective way to lift people out of poverty and improve their quality of life. The level
of competitiveness of each country is indicated in the GCR using the GCI. Since

2005, WEF has based its competitiveness analysis on the GCI. GCI is a
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comprehensive tool that measures the microeconomic and macroeconomic

foundations of national competitiveness (WEF, 2014).

In the GCR 2014-2015, competitiveness is defined as the set of institutions, policies,
and factors that determine the level of productivity of a country. Then, the level of
productivity can be perceived through the level of prosperity that an economy can
achieve. Moreover, the level of productivity dictates the rates of return on
investments in an economy, which in turn are the fundamental drivers of its growth
rates. Therefore, a more competitive economy is one that is likely to grow faster

over time (WEF, 2014).

The GCI, like every other measurement tool, has to cope with the surrounding
events and innovations of the Fourth Industrial revolution, or simply Industry 4.0.
Humanity has and still going through overwhelming changes. Starting with the First
Industrial Revolution that was about mechanisation and the important invention of
the steam engine, passing by the Second Industrial Revolution that discovered
sources of electricity, gas, and oil, later came the Third Industrial Revolution which
was about energy and specifically nuclear energy. Now, the worldwide economies
are based on these industrial revolutions and the most developed economies are
prospered using the Fourth Industrial Revolution’s inventions, namely electronics,

telecommunications, and most importantly computers.

Therefore, GCI has evolved to introduce new measures to feature the new pathways
to growth and prosperity of different countries. In this context, WEF introduces the
new GCI 4.0 (WEF, 2018b). It is much needed to reflect on the technological
advances and new aspects of productivity in respect to the Fourth Industrial
Revolution. Moreover, this new index is the product of 40 years of experience in

measuring the drivers of long-term competitiveness.
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According to the GCR of 2018, the GCI 4.0 offers novel and more complex
perspectives on the factors that will grow in importance as the Fourth Industrial
Revolution progresses, such as: human capital, innovation, resilience, and agility.
In addition to the new concepts introduced, there are also new data gathering efforts

along with new benchmarks (WEF, 2018b).

To emphasise on the approach that competitiveness is achievable for all countries,
the GCI 4.0 introduces a new progress score ranging from 0 to 100. The goal post
for each indicator is represented by the frontier (100), which is usually a policy
objective. Every country should strive to improve its score on each indicator, which

shows its current progress and remaining distance from the frontier.

2.5.2 GCI - key ingredients

The index of the GCR includes a total of 98 indicators derived from a mix of data
from international organisations and the WEF’s Executive Opinion Survey. The GCI
4.0 divides these indicators into 12 pillars, representing the breadth and complexity
of productivity and competitiveness ecosystem drivers. These are: Institutions,
Infrastructure, Information and Communications Technology (ICT) adoption,
Macroeconomic stability, Health, Skills, Product market, Labour market, Financial

system, Market size, Business dynamism, and Innovation capability.

The index promotes that, rather than relying on a single factor, economies should
take a systemic approach to competitiveness. A strong performance in one pillar will
not compensate for a poor performance in another. Investing in technology without
also investing in digital skills, for example, would not result in significant productivity
gains. In essence, the index provides a level playing field for each economy to
determine its own path to growth. However, no factor can be overlooked in order to

improve competitiveness. It is a holistic approach to competitiveness (WEF, 2018b).
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The GCR of 2018 assesses 140 economies among them the U.K. and Egypt. The
GCI ranges from 1 to 100, with a higher average score indicating a higher level of
competitiveness. In the following section, the implications of the GCI in terms of

each country, the U.K. and Egypt are discussed.

2.5.3 GCI - implications in terms of U.K. and Eqgypt

The following paragraphs discuss the implications of the GCI in terms of both the

U.K. and Egypt.

2.5.3.1 Implications in terms of U.K.

The main highlights regarding the implications of the GCR of 2018 on the U.K. are

discussed in the following paragraphs.

The U.K.’s ranking has slipped two places from 2017 to 2018. In 2017, the U.K. was
ranked 6" among 135 countries. However, in 2018, the U.K. was ranked 8" among
140 countries. In 2018, the U.K. score of competitiveness is less 0.1 than prior year

with a total of 82 (WEF, 2018b).

According to GCR of 2018, the U.K. economy is considered among the top ten out
of 140 economies. The first place is occupied by the U.S. It is the closest economy
to the frontier. This is perceived as the ideal state, where a country would obtain the
perfect score on every component of the index. With an 85.6 competitiveness score,
it is 14 points far from the 100-point frontier mark, meaning that even the top-ranked
economy among the 140 has space for improvement. The U.S. is followed by
Singapore (83.5) and Germany (82.8). Switzerland (82.6) comes in at 4" place,
followed by Japan (82.5), Netherlands (82.4), Hong Kong SAR (82.3). The U.K.

(82.0), Sweden (81.7) and Denmark (80.6) round out the top ten (WEF, 2018b).
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As stated earlier, the U.K. is among the G20 countries. According to GCR of 2018,
there are significant differences even among G20 countries. For instance, in terms
of innovation capabilities the scores of Germany (87.5), the U.S. (86.5), Japan
(79.3), the U.K. (79.2), and Korea (79.2) are significantly higher, as beacons of

innovation, compared to other G20 countries (WEF, 2018b).

A major event affecting the economy of the U.K. is Brexit. The date Jan. 31, 2020 is
a significant date in the history of the U.K. as it is marking Brexit. Brexit is a
portmanteau of the words "British" and "exit", invented to refer to the U.K.'s vote to
leave the European Union (EU) in a referendum on June 23, 2016 (Arnorsson and

Zoega, 2018).

Regardless of the other consequences of Brexit, the event would weaken the U.K.'s
markets component by definition, as integration with the EU is rolled back. Other
factors would have to compensate for it. Despite having a robust innovation
ecosystem and a thriving business sector, the U.K. appears to be less prepared
than some of its peers to capitalise on continuing rapid technological change. In
comparison to the other eleven drivers, ICT adoption is one of the lowest, with the
U.K. ranking just 28t globally. Other weak indicators include fiber to the home (75%),
mobile broadband subscriptions (40™"), and population digital skills (32" (WEF,

2018b).

The U.K. economy is the fourth most competitive in Europe and the eighth most
powerful globally (82.0). Traditional strengths such as very well-functioning markets
(78.7, 4M), a top innovation ecosystem (79.2, 7™"), and lively business dynamism
(79.0, 7! account for much of the results. Notably, the country's performance is
high across the board, including in product, labour, and financial markets (WEF,

2018D).
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After discussing the implications of the GCI in terms of the U.K., the next section is

discussing the implications of the same on Egypt.

2.5.3.2 Implications in terms of Egypt

The main highlights regarding the implications of the GCR of 2018 on Egypt are

discussed in the following paragraphs.

From 2007 to 2018, Egypt's CGI score averaged 15.37 points, with a high of 53.6
points in 2018 and a low of 3.60 points in 2015. Egypt’s ranking has not changed
from 2017 to 2018. In both years, Egypt was ranked 94" among 135 and 140
countries, respectively. However, in 2018, Egypt's score of competitiveness

increased by 0.4 to be 53.6 (WEF, 2018b).

According to the Arab World Competitiveness Report 2018, Egypt has made
improvements, particularly with respect to financial market development and
infrastructure. A number of transport connections have recently been restored,
leading to the expansion of road and railway connectivity, in addition to the opening
of the Suez Canal extension in 2015. The flexible currency regime implemented at
the end of 2016 has benefited financial market conditions, while the banking sector

has endured the transition well and is sufficiently stable (WEF, 2018a).

Egypt would also benefit from its aggressive fiscal reform programme, which
included the implementation of the Value-Added Tax (VAT) in 2016 and the phase-
out of a number of fuel and energy subsidies. However, its macroeconomic climate
suffered from high inflation in the months following the Egyptian pound's stronger-
than-expected depreciation. Egypt’'s macroeconomic environment has deteriorated
the most in absolute and relative terms, and is now the country's greatest relative
weakness, followed by innovation and labour market efficiency. Despite

improvements in education, women's participation in the workforce remains low in
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most of the MENA region, and youth unemployment is unacceptably high, especially

in North Africa, with rates in Egypt far above 30% (WEF, 2018a).

Chekir and Diwan (2014) argue that under previous regimes in Egypt, poorly
enforced government interventions and obstacles to entry and competition resulted
in high levels of ownership concentration in significant sections of the economy. The
government has recently embarked on a major programme of business environment
reforms that will lower barriers to entry and competition, as well as substantially

improve the investment climate.

In 2016/17, Egypt enacted legislation that expanded corporate disclosure
provisions. Shareholders have more agenda-setting control under these rules, and
board member practices in other companies, executive compensation, and audit
reports are all disclosed. As a result, Egypt's ranking on the corporate transparency
index increased (WBG, 2018). This was evident, according to World Bank Group
(WBG) (2018) and (2019), as Egypt strengthened minority investors protections by
increasing shareholder rights and role in major corporate decisions and

subsequently positively affecting corporate transparency.

Overall, Egypt's competitiveness has improved or stayed reasonably stable in

comparison to developed economies over the last decade.

2.6 Chapter summary

This chapter concerned itself with a review of key relevant contextually-related
literature. The chapter commenced with a consideration of the nature, essence, and
significance of CG and consequential disclosures. Then, many of the key factors
that constitute good CG were discussed. The chapter then went on to review CG
principles, with an emphasis on CGD and the transparency principle. The disclosure

and transparency principle is pivotal to the construction of this thesis. Indeed, in
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particular, the thesis investigates CGD quality and associated disclosure practices,

a measure of the transparency exercised by companies.

The chapter also provided a discussion on some regulatory structural issues, where
the CG codes of both the U.K. and Egypt are considered, in conjunction with the
codes of other countries. This is undertaken in order to assess various CG codes in
terms of their similarities and differences in an attempt to better comprehend the

differences in the CGD codes and practices by different countries.

The final section of this second chapter was devoted to a consideration of Global
Competitiveness. This consideration embraces competitiveness indices and their
nature — in particular their definitions and implications relating to the U.K. and Egypt.
This is so because, later within the thesis, country-level competitiveness is
employed to provide some insights to the empirical examination of the country-level
disclosure within U.K. and Egyptian contexts. The GCI is important to this thesis as
it reveals the level of individual country competitiveness — particularly the U.K. and
Egypt, which are an important focus of this research. The chapter also sought out
differences and similarities between the U.K. and Egypt Codes of CG along with the
level of competitiveness of both these countries. Identifying and seeking out
explanations for these differences and similarities between the U.K. and Egypt
provide some motivation for this research and later provide some explanatory

insights to the results of the empirical analysis.

After discussing in this chapter the legal aspects of the CG codes (de jure) and the
implementation of these codes (de facto), it could be suggested that there is a
discrepancy found between them. Thus, there could be potential enhancement in
future efforts exerted by countries to adopt sound CG practices, which are to be
discussed in next chapters. But, first, in order to shed light on the theoretical lens

employed to comprehend CGD practices, the next immediate chapter addresses

81



important theories that are associated with CG. In particular, it elaborates upon
Signalling Theory and explains how and why it connects with this particular

research.

82



Chapter 3

A review of prior theoretically-related

research literature
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Chapter 3: Areview of prior theoretically-related research literature

3.1 Introductory comments

The previous chapter examined the significance of CG and key factors that
should/could be considered when adopting good CGD and practices. It helped
reinforce the view that awareness of sound CG, is as important as its enforcement.
Adopting and applying good CG practices is a matter of when, not if. Good CG
practices should/must be applied at all appropriate points in time. Therefore, to
some measure, the previous chapter also considered the OECD CG principles in
general, and those related to CGD and transparency in particular. This was followed
by a discussion of the U.K. CG Code. Equally, the Egyptian CG Code and its
appropriately revised different versions were also discussed. The chapter concluded

with a discussion of the GCI and its implications in terms of both the U.K. and Egypt.

In any examination of the issue of CG, it is fundamental that one first appreciate the
related to CG rules and/or requirements before considering the practicality of the
related rules and codes. Equally, it is also of significance and importance to
appreciate some of the suitably key theories related to CG. Accordingly, this chapter
conducts an appropriately limited discussion of four such relevant theories - namely
Agency Theory, Stakeholder Theory, Legitimacy Theory, and Signalling Theory. In
part, this is undertaken to evaluatively consider which of these theories more

appropriately “connects” with the disclosures of CG and corporate phenomena&.

However, before discussing these different theories, it is appropriate to first discuss
the significance of the role of theories as a frame (or in other words the theoretical

frame or lens) within research. Then, the nature of Signalling Theory and how it

8 As theories overlap with different sciences, these matters can be considered from a Management
Science theoretical perspective such as advanced by Porter (1979), Charles (2002), and Friedman
(2007). However, very consciously, this research is only focused on the matters related to the main
CG.
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could serve in a more comprehensive appreciation of CG is discussed. Finally, the
case for, and relevance of, Signalling Theory within CG is closely discussed, in order
to more fully comprehend and appreciate the merits of Signalling Theory when

compared with other theories that may be potentially relevant to CG.

3.2 The role of a theoretical frame or lens within research

As discussed in Chapter 1, the context of this research is sets of listed U.K. and
Egyptian companies registered within particular business sectors. Differences in the
quality of the CGD practices between and within companies listed in these sectors,

and two countries, call for investigation and need to be explained.

To be able to provide an explanation for such variability in CGD quality, this research
first considers and evaluates a few potentially relevant explanatory theories in terms
of the research questions. It does so in order to consider and so determine an

appropriate theoretical framework for this research.

The theoretical framework provides a grounding base for the research literatures
review, the fulfillment of the research objectives, and most importantly, the research
design and methodology (Saunders et al., 2023). These authors emphasise that
theory has a vital role in deciding the approach to research design. And consistent
with their advice, within the research process, theory consideration has started early

so that it may enlighten the research questions and objectives.

Against the background of this much positivist — focused research, it is mindful of
the view of Watts and Zimmerman (1990) who state that tighter links between theory
and empirical tests will improve positive research in accounting. And, one way of
achieving this improvement is through developing and testing various hypotheses
SO as to be able to explain and possibly predict new empirical practices. This

research sets out to do just that.
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Saunders et al. (2023) contend that theory helps in explaining phenomena,
analysing relationships, and comparing what is going on in different research
settings. Moreover, theory is essential to explain and possibly predict outcomes and

to generalise.

Pertinent literature does not associate one specific theory to disclosure and CG, but
rather makes allusion to a set of theories. However, for the purpose of this research,
only four relevant theories are examined. Other theories are not considered as they
are seen to not serve, to any significant degree, in better achieving the purpose of

this research.

That being said, in this research, the potentially helpful theories which are examined
are Agency Theory, Stakeholder Theory, Legitimacy Theory, and Signalling Theory
in order to develop a theoretical framework. Accordingly, the immediately following
sections of this chapter explain how these theoretical concepts have been refined

and applied within this research.

3.3 Relevant Theories

In this section, each of the four previously identified different theories are duly
considered and discussed. Each theory is briefly explained and its relation to CG
highlighted. That accomplished, with an appropriate appreciation and understanding
of all four theories, the research is then able to set out the grounds upon which one
could select the theory that well accommodates the present research objectives and

with which it could be based.

3.3.1 Agency Theory

The first theory to be examined is Agency Theory. Why? The thesis is fundamentally

associated with and naturally lends itself to CG environment. Indeed, an obvious
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construction of Agency Theory is primarily that it relates to companies and ultimately

their CG.

To be able to discuss Agency Theory, one must necessarily make reference to the
significant dispersion of shareholding which resulted in an equally significant
separation of ownership and control in the U.S., as first observed by Berle and
Means (1932). This was also the case in the U.K. as there was an evolution of giant
firms in the U.K. from 1909 until 1970. The growing tendency of financial institutions
to channel new capital funds toward large corporations, in addition to an
acceleration of mergers resulting from instability of managerial control of firms in
which ownership and management have been separated, were among the financial
factors that have operated in the U.K. during this period (Prais, 1976; Soltow, 1977,
Rowley, 1979). From the preceding, one can infer that the separation of ownership
and control has been a growing phenomenon in the U.K., and consequently, the

emergent CG issues must be addressed.

Jensen and Meckling (1976) see the agency relationship as “a contract under which
one or more persons (the principals) engage another person (the agent) to perform
some service on their behalf which involves delegating some decision-making
authority to the agent”. They suggest that Agency Theory perspective of CG is
predicated on the basis that firms are widely dispersed and owned. The main
consequence of such dispersion is that a separation between the owners of the firm
(principals who delegate the daily decision-making process to managers) and those
who control the firm's daily operations and assets (agents or managers) comes
about. Therefore, from the standpoint of a company, agents are represented by
directors/managers, whereas principals are represented by shareholders. The
agent’s decisions and actions will have an impact on the principal's interests and
the principal’'s decisions and actions will have an impact on the agent's interests.

Hence, the classical principal-agent conflict of interest will very likely arise (Jensen
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and Meckling, 1976; Fama and Jensen, 1983; Ben-Amar and Boujenoui, 2007). This

conflict of interest is critical to Agency Theory and is of core importance to CG.

The provocation that the two parties, agents and principals, have conflicting
interests is the cause of agency costs. The agency cost is the sum of the monitoring
cost, the bonding cost, and the residual loss (Jensen and Meckling, 1976; Fama
and Jensen, 1983; Hill and Jones, 1992; Panda and Leepsa, 2017). Monitoring
costs are incurred by the principals, or shareholders, in order to keep the agents
from engaging in illegal behaviour. Bonding costs are paid by the agents,
or managers, to ensure that their decisions and actions do not deviate from or
undermine the principal's interests. Residual loss occurs when the agents' decisions

deviate from those that would maximise the principal's wealth.

Agents and principals have a conflict of interest when the agents do not make
decisions in the principal's best interests. The Agency Theory's key argument is that
the principle and agent interests are conflicting. The main goal of companies,
according to the Finance Theory, is to maximise shareholder wealth. In practice,
however, company managers strive to pursue their own personal goals, which may
include earning the highest possible compensation and maximising their own
interests. This might lead to a concentration on investments that generate high
short-term investments (where managers' remunerations are directly tied to this
variable), rather than long-term shareholder wealth maximisation, which may be
done by investing in long-term investments (Jensen and Meckling, 1976; Weston,

1981).

Consequently, Shleifer and Vishny (1997), conceptualise CG around the ‘problem’
where principals - risk bearing shareholders, interested in maximising their

investments - monitor agents who might be shirking or working towards enhancing
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their individual interests. Understandably, such conflict provokes a need for trust

between principals and agents and it is trust that is at the heart of all CG issues.

As a consequence of the above, Jensen and Meckling (1976) contend that the
principal should ensure the conflict of interests between him and the agent is
resolved or, at least, minimised. This could be done by the introduction of
appropriate incentives (bonding) for the agent or the meaningful monitoring (such
as audit) of him. However, such monitoring brings with it consequent monitoring
costs. The purpose of these bonding costs is to ensure that the agent will not take
decisions that are not in the benefit of the principal or to ensure that if he does, the
principal will be compensated. Monitoring costs and bonding costs are all forms of

the agency costs.

Among other ways to overcome the agency problems is establishing a connection
of effective contracts between management and the company's shareholders, which
aims to match the management's interests with those of the shareholders. These
contracts, however, will be linked to agency costs. This is the case for all
shareholders’ effort to scrutinise company management, which result in agency
costs (Solomon and Solomon, 2004). Furthermore, the agency problem may be
reduced through disclosure. By aligning the interests of shareholders and managers
and so lowering agency costs, disclosure could be seen as a potential approach of
reducing information asymmetry (Healy and Palepu, 2001; Watson et al., 2002;

Vitolla et al., 2020).

Nonetheless, the Agency Theory argues that shareholders will find it costly and
difficult to verify what management is doing. As a consequence, agency costs come
from the principal's many attempts to monitor the agents' performance. Furthermore,
the agents expend fees in order to demonstrate to the shareholders that they are

accountable and trustworthy, as well as that they are pursuing the previously
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indicated shareholder wealth maximisation goal (Eisenhardt, 1989; Hill and Jones,

1992).

Furthermore, agency theorists aim to understand how investors get the managers
to give them their money back and to minimise agency costs. They argue that legal
protection of investor rights alone becomes insufficient to ensure that investors get
their money back. However, legal protection is also a crucial element of CG. Shleifer
and Vishny (1997) propose that the agency problem can be effectively solved by
large investors, in other words concentrated ownership. However, this can be
harmful to small investors, who are also referred to as minority shareholders. As a
result, agent monitoring plays an important role in ensuring the protection of all

shareholders.

From another perspective, as owners became more diversified and dispersed, their
capacity to monitor the management decreased. At the same time, no single owner
could successfully protect his property rights, an issue that persist and could only
be solved via different monitoring mechanisms (Berle and Means, 1932; Farrell,
2003, Bendickson et al.,, 2016). Nevertheless, good CG should result in the
reduction of agency costs. Accordingly, the nature of the agency problem
necessitates CG mechanisms to help align risk and monitor agent behaviour.
Agency Theory aims to decrease agency conflicts between principals and agents
by aligning the interests of managers with those of shareholders (Bendickson et al.,

2016; Issa, 2017).

It is argued in prior literature that there are agency problems between companies
and their shareholders all over the world because markets are not perfectly
competitive (Hart, 1995; Duh, 2017; Arslan and Algatan, 2020). As a result, one may
infer that government intervention is necessary to enhance CG and hence assist

companies in raising capital (Hart, 1995). Governments, notably those in emerging
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countries, can take action by establishing policy guidelines and CG best practices
guidelines (Hart, 1995; Duh, 2017; Arslan and Algatan, 2020). This could be

achieved through the issuance of CG codes, as discussed in the prior chapter.

Ross (1973) and Mitnick (1973) are among the first modern scholars to devote
singular attention to the theory of agency. Mitnick (2013) discusses the origin of
Agency Theory and suggests that Ross and himself proposed Agency Theory
independently and concurrently. However, it might be more appropriate to suggest
that while the economic form of the theory of agency was put forth by Ross, its
institutional form was suggested by Mitnick. Nevertheless, both approaches share
similar basic concepts under different assumptions. Ross (1973) proposes that
agency is an incentive problem and eventually the solution lies in compensation
contracting. On the other side, Mitnick (1973) emphasises the role of the society
and its institutions in dealing with the imperfection of agency relationships. Both
approaches, incentives and institutional structures, are needed to comprehend

agency.

Despite its dominance as a fundamental theory, Agency Theory has been subjected
to a considerable amount of criticism. The most common criticism of Agency Theory
discusses that the focus of the theory is too narrow and that the theory is lacking
any moral grounding (Eisenhardt, 1989; Hill and Jones, 1992; Donaldson and

Preston, 1995).

Agency Theory is criticised for being overly narrow and focused only on the
relationship and conflict of interests between the owners and managers, whereas
there are other relationships associated with and within the company, such as the
non-controlling or minority shareholders, senior and new employees, and well-
connected and new suppliers. Focusing only on the relationship between the

principal-agent or owners-managers is exercised at the expense of all other
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relationships, that are equally relevant and important to the company (Eisenhardt,

1989; Hill and Jones, 1992; Squires and Elnahla, 2020).

Agency Theory is also criticised for overlooking the moral grounding as the core of
the theory is to maximise the wealth of shareholders while attempting to minimise
the agency costs of monitoring the managers. The theory then focuses on its core
while ignoring the fact that the relationship between the owners and the managers
Is similar to any type of human relationship. The economic benefit to the company
is the main force behind this relationship (Carney et al., 2011; Kultys, 2016; Squires
and Elnahla, 2020). However, this agency relationship could also go through and be
constrained by moral grounding and principles, which may in fact be defined and
derived from the market itself (Eisenhardt, 1989; Donaldson and Preston, 1995;

Squires and Elnahla, 2020).

Although Ross (1973) and Mitnick (1973) were the first to mention the agency
problem, Jensen and Meckling (1976) were the first to present a full theoretical
explanation of the Agency Theory. As Agency Theory revolves around the
relationship between the owners and the managers, employing a broad scope, this
research seeks to examine particular relationships within and between all
stakeholders. It is not only concerned with the current situation between the

principal and the agent.

Cotter et al. (2011) suggest that Agency Theory is the dominant theory for explaining
financial disclosures, which are used mostly for monitoring the relationship between
the agent and the principal. This research has particular disclosures (or signalling)
dimensions to it. So, while Agency Theory is linked at one level to this research, at
another it is not. For this research is not only concerned with financial disclosures
towards principals. Its scope is wider than the limited principal-agent relationship

and matters to a whole range of stakeholders. Therefore, Agency Theory is not
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considered further in terms of an appropriate theoretical lens for this research. It is

possibly too limited and restrictive, and hence alternative theories are investigated.

The next theory to be considered to be the theoretical frame within this research is

Stakeholder Theory. And hence, it is investigated in the coming section.

3.3.2 Stakeholder Theory

To broaden the scope of the theoretical lens employed in this research and move
beyond the principal-agent relationship, the next alternative theory to be
investigated is Stakeholder Theory. Stakeholder Theory offers a broader approach

of CG (Albassam, 2014; Bendickson et al., 2016; Issa, 2017).

Stakeholder Theory might be an appropriate theoretical framework for the research
as it involves an examination of the relationships between and among various
stakeholders inside and outside the organisation as per Freeman and Reed (1983).
This theory claims that companies should prioritise the expectations, interests, and

benefits of all stakeholders as stakeholder groups over the interests of

shareholders to maximise wealth (Freeman and Evan, 1990; Donaldson and

Preston, 1995; Mitchell et al., 1997).

Since the 1970’s, Stakeholder Theory has evolved progressively. According to
Freeman and Reed (1983), stakeholders include, but are not limited to,
shareholders, managers, employees, creditors, suppliers, customers, and society.
Stakeholders can be divided into two groups: primary and secondary. The first group
is primary stakeholders, which are those who are fundamental to the company's
survival, such as shareholders, creditors, managers, employees, investors,
suppliers, customers, and the government. The second group is a secondary
stakeholder group, which comprises individuals who are not fundamental to the

company's survival but have an impact on or are influenced by the company, such
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as the media, communities, and the general public (Hill and Jones, 1992; Mitchell

et al., 1997; Rizk, 2006; Maessen et al., 2007; Abdel-Fattah, 2008).

Freeman (1984) suggests that the effectiveness of organisations comes from their
attention to all and only those stakeholder relationships that affect or are affected by
the achievement of the purposes of the organisations. His suggestion is about a
general theory of the company that included corporate accountability to a broad
range of stakeholders. Therefore, effective and successful companies manage
those relationships that are important, no matter what the content of its purpose, as
well as protect the interests of the different stakeholder groups (Hill and Jones,
1992; Mitchell et al., 1997; Issa, 2017). Then, companies should be run not just for

the advantage of its shareholders, but for the benefit of all stakeholders.

According to Stakeholder Theory, a range of stakeholders are engaged in the
company, and each of them is entitled to some return in exchange for their
engagement (Crowther and Jatana, 2007; Abdel-Fattah, 2008). Therefore,
managers of the companies are equally accountable to all stakeholders, including
not only the company's shareholders but also other corporate stakeholders
(Donaldson and Preston, 1995; Issa, 2017). Thus, per Stakeholder Theory, agents
should “govern” themselves and the companies in their care with full regard of all
the relevant stakeholders — current and future. And that is the essential thrust of

Stakeholder Theory.

Accordingly, Mitroff (1983) suggests that Stakeholder Theory is a theory that
addresses morals and values in managing organisations. Hence, Freeman and
McVea (2001) argue that Stakeholder Theory is an ethical rather than a business
theory. Phillips et al. (2003) contend that Stakeholder Theory is based on
organisational ethics and that it is strongly connected to CSR. This classification

isolates ethical issues from mainstream business theories and isolates a
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stakeholder approach from mainstream business strategy. However, Heath and
Norman (2004) affirm that there should be a strong convergence of the interests of

shareholders and other stakeholders.

Cotter et al. (2011) suggest that Stakeholder Theory explains how managers should
morally act because they have a proxy relationship to stakeholders. They discuss
that companies have incentives to disclose particular information to particular
stakeholders in order to convince them that they are complying with their
requirements. However, these incentives are seen from a primarily “compliance with

requirements” moral perspective within Stakeholder Theory.

Other criticism of Stakeholder Theory is that it has not settled on an agreed-on and
common definition of stakeholder (Mitchell et al., 1997; Squires and Elnahla, 2020).
Moreover, Stakeholder Theory is criticised for its inability to differentiate between
various stakeholders and their relative importance to the company (Donaldson and
Preston, 1995; Hill and Jones, 1992; Squires and Elnahla, 2020). Stakeholder
Theory is also criticised for being imprecise in both its descriptive capacity and in its

instrumental utility (Sundaram and Inkpen, 2004).

According to the arguments of Sundaram and Inkpen (2004), Stakeholder Theory
could be criticised for suggesting that managers have more than one objective
function as they attempt to satisfy multiple stakeholders as opposed to the
shareholder. Accordingly, Stakeholder Theory makes room for confusion and

inefficient decision-making.

Another point argued by Sundaram and Inkpen (2004) is that stakeholder attention
distorts risk-taking by managers, as various stakeholders, such as employees,
suppliers, and communities, will have different motivations to discourage managers
from risk-taking activities. This will eventually lead to deviation from the ultimate
shareholder welfare maximisation goal (Carney et al., 2011). As the focus on
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stakeholder management leading to and affecting company performance is not as
evident nor strong as the focus on the goal of maximising shareholder value in the
long run, in that the latter generated better economic performance (Carney et al.,

2011; Sundaram and Inkpen, 2004; Squires and Elnahla, 2020).

In an effort to offer a response to the shortcomings of Stakeholder Theory stated in
Sundaram and Inkpen (2004), Freeman et al. (2004) clarify the misconceptions
about Stakeholder Theory. They discuss the need to get back to management and
to the understanding of how value gets created and traded. Discussing how all value
must be created, or the one and only ideal method to manage value creation, or the
one and only stakeholder group whose apparent rights must always prevail, are all
intellectual movements that serve neither truth nor freedom. They conclude that the

truth and freedom are best served by seeing business and ethics as connected.

Thus, since the emphasis of Stakeholder Theory is on morals, values, and ethical
iIssues, it is excluded from consideration as the main theoretical background of this
research. The reason for this exclusion lies in the fact that this research is an attempt
to answer questions regarding CGD quality, but not only from an ethical perspective.
Rather, this research attempts to explore and explain from a range of varying
incentives, companies’ decisions to disclose/not to disclose corporate information.
Therefore, other theories are examined. The next theory to be examined is

Legitimacy Theory.

3.3.3 Leqgitimacy Theory

In an attempt to further investigate companies’ incentives to make decisions
regarding their CGD, Legitimacy Theory is considered as it might be employed as
the theoretical lens for this research. Suchman (1995) defines legitimacy as “a

generalised perception or assumption that the actions of an entity are desirable,
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proper, or appropriate within some socially constructed system of norms, values,

beliefs, and definitions” (p.574).

Legitimacy Theory is derived from the concept of organisational legitimacy
discussed by Dowling and Pfeffer (1975). According to them, Legitimacy Theory
suggests that corporations will act in a manner acceptable to society's values and
norms, in order to continue to exist. In doing so, corporations gain legitimacy.
Expressed in those terms, Legitimacy Theory may be seen as a Normative Theory.
Consequently, Schiopoiu and Popa (2013) emphasise/recognise the need of
companies to constantly take regard for their objectives and to survive in a

fluctuating setting of societal values and norms.

An additional feature of Legitimacy Theory (Dowling and Pfeffer, 1975) is that its
“‘legitimacy concept” is crucial when analysing the relationships between
organisations and their environments. It provides a linkage between the
organisational and societal level of analysis. Dowling and Pfeffer (1975) contend
that legitimacy can be (and is) evaluated by an investigation and evaluation of the
values and norms dominant in a society. Thus, Legitimacy Theory can provide a
useful empirical focus for examining organisational behaviours taken with respect
to their environments. Importantly, in this context, another focus for analysing
organisational behaviours in respect to the environment is enabled from an

evaluation of the reactions of the constraints imposed by social norms and values.

Often, in order to meet their “social contract”, corporations implement and develop
voluntary social and environmental information disclosure. Tilling (2004) suggests
that Legitimacy Theory can be used as a powerful mechanism for understanding
and explaining such voluntary social and environmental disclosure made by

corporations. This could be achieved upon applying some potential refinements of
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the more recent developments in the management and accounting literature on the

context of legitimacy and corporations.

In the same line of thought, Legitimacy Theory is associated with CSR (Jamali et
al., 2008), which concerns itself with economic, social, and environmental benefits
for all stakeholders. Taking regard for this, one recalls that the focus of this research
is on CG, which is generally perceived as establishing a basic framework of
stewardship and trusteeship (Jamali et al., 2008), while CSR is viewed more as an

indication of internal CG principles and policies.

Legitimacy Theory often simply assumes that managers are motivated mainly by
survival and profitability considerations, which are ultimately linked to considerations
of their own self-interest. This means that the strategic focus of Legitimacy Theory
embraces the simplistic assumption that managers will adopt whatever strategies
are crucial to bring legitimacy to the organisation, and ultimately, this is considered
to be to the self-interest of the managers. The shortcoming of such a view is that it
hinders the capacity for developing better understanding of the managerial
disclosure decisions. It is quite clear that not all individuals are motivated mainly by
self-interest, or at least this is what is hopeful. There might be different reasons,
whether cultural or normative reasons, behind specific strategic disclosure
decisions. For instance, managers will or will not disclose regardless of the
consequences their decisions could have for the organisational legitimacy, or
organisational success, or even for their own direct self-interest (Deegan, 2014;
Deegan, 2019; Mahmud, 2020). The behaviours of managers and their willingness

to disclose information could not be only attributed to their self-interest.

Legitimacy Theory is the most widely used theory while interpreting managerial
motivations behind publishing CSR (Deegan, 2019; Mahmud, 2020). However, this

research is examining CGD practices, not only CSR.
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Thus, taking regard for the preceding, one could well concur that Legitimacy Theory
is not a totally appropriate theoretical framework for this research, as that theory
heavily focuses on the social and environmental disclosure practices by

corporations.

However, this research is more into CGD practices by corporations, which is a wider
practice for disclosure that is not only related to social and environmental disclosure
practices. Moreover, Legitimacy Theory is about the role of corporations as citizens
and their fulfillment of their social contract. This research is concerned not only with
society, but also with the range of stakeholders involved in relationships with the
corporate organisations. Equally, Legitimacy Theory does not explain organisational
behaviours in respect to all stakeholders as is the objective of this research.

Consequently, the next theory — that is Signalling Theory — is explored.

3.3.4 Signalling Theory

In an attempt to overcome the limitations of the previously mentioned theories in
respect to this research, Signalling Theory is considered. In his seminal
article, Spence (1973) proposes that two parties could get around the problem of
asymmetric information by having one party send a “signal” that would reveal some
piece of relevant information to the other party. That party would then interpret the
signal and adjust consequential behaviour. Typically, one party (the sender) must
choose whether and how to communicate (or signal) that information, and the other
party (the receiver) must choose how to interpret that information (signal).
Depending on the “signal” that the sender intends to be received by the receiver,
this asymmetry of information enables the sender to selectively disclose (or not)
information. However, since such intentions are of a varied nature, so also would be

the disclosure (or the absence of them).
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In a very similar manner, in addition to information asymmetry, Connelly et al. (2011)
identifies and considers key concepts integral to Signalling Theory. These are

“signals”, “signalling environment”, “signallers” (senders), and “receivers” and are

depictively illustrated in Figure 3.1.

Connelly et al. (2011) itself provides an excellent servio (servant) to the literature as
at that point in time, since then the papers that have contributed most are Bae et al.
(2018) and Yasar et al. (2020). They employ Signalling Theory as the theoretical
framework for their research, however Connelly et al. (2011) provides a thorough
review and assessment of all prior literature that discussed Signalling Theory.
Therefore, Connelly et al. (2011) is mainly employed in this research to discuss

Signalling Theory.
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Figure 3.1 Signalling Timeline (Source: Connelly et al., 2011)
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A “signal” may be seen as a perceivable action or structure that is intended, or has
evolved, to indicate an otherwise imperceptible quality about the signaller or the
signaller’s environment. Connelly et al. (2011) suggest that the purpose of a signal
is often to indicate a certain quality. These authors envisage the “signalling
environment” to include companies (particularly their directors) as senders
“signallers” of information, who have the choice to disclose (or not) information

“signals” to stakeholders “receivers”.

According to Connelly et al. (2011), Signalling Theory is an attempt to describe and
explain behaviour when two parties (individuals or organisations) have access to

different information. This situation is called information asymmetry, which is a

101



deviation from perfect information. The signaller may send signals regarding a
person, product, or firm which has underlying quality. These signals are received by
the receiver, who observes and interprets them. Then, the receiver chooses person
(hiring a person), product (buying a product), or firm (investing in a firm). These

responses from the receiver are regarded by the signaller as feedback.

Applying this same concept to the present research, one could argue that
management may have information that investors do not have. If so, asymmetries
could be reduced if the parties with more information signal it to others. Thus,
Watson et al. (2002) suggest that signalling is seen as a reaction to informational

asymmetry.

Berrill et al. (2011) discuss that managers of high-quality companies may wish to
distinguish themselves from managers of lower-quality companies via voluntary
disclosure. If senders consciously withhold information that may help receivers
make informed and better decisions, then asymmetry increases. Equally,
management that see themselves as superior and rate their abilities highly may, by
voluntary disclosure, particularly wish to draw attention to “signalling” their

successes and future plans.

Similarly, Connelly et al. (2011) contend that “Signalling” took root in the idea
of asymmetric information, suggestive of the fact that in some economic
transactions, inequalities in access to information upset “normal” markets. Figure
3.2 illustrates Signalling Environment with specific reference to, and application for,

CGD Quality.
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Figure 3.2 Signalling Timeline for CGD Quality
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As illustrated in the above figure, the company directors act as signallers, sending
signals regarding the CGD quality to the stakeholders in general and the
shareholders in particular. These signals are received by shareholders, who
observe and interpret them. The shareholders then decide to make investments

funds as a form of feedback on the signals received.

Though Signalling Theory was originally developed to explain and clarify information
asymmetry in the labour market, later it has also been used to explain and clarify
corporate reporting disclosure practices (Spence, 1973; Ross, 1977; Al-Moataz and
Hussainey, 2013). Companies signal particular information to investors as a result
of the information asymmetry problem in order to emphasise that they have higher

and superior quality than other companies in the market, in order to attract
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investments and enhance a positive reputation. Corporate disclosure practices are
among the signalling approaches, in which companies are willing to disclose more
information than is needed by law or regulation or codes in order to demonstrate
that they are superior and that they have good quality disclosure practices

(Campbell et al., 2001; Girella et al., 2019).

Signalling could be used in various aspects by the companies. For instance, it can
be used for management talent signalling. One of the drivers of a company's market
value is investors' assessment of managers' capacity to forecast and respond to
future changes in the company's economic environment. As a result, talented
managers voluntarily disclose information regarding earnings forecasts in order to
demonstrate their talents (Healy and Palepu, 2001; Graham et al., 2005; Dhaliwal

et al., 2011).

From another perspective, signalling might be avoided in some situations. Managers
may prevent information disclosures that might be used against them by regulators

(Graham et al., 2005; Dhaliwal et al., 2011; Roychowdhury et al., 2019).

In terms of governance, it is reasonable to conclude that good quality CGD would
enable all stakeholders to full information regarding their decisions. However, the
reality is they often do not have access to all such information, unless disclosed by
relevant companies. Decisions to practice “robust” or conversely “deficient” CGD
and then appropriately disclose or not, will eventually expose and-or

increase/reduce information asymmetry.

Accordingly, this research employs Signalling Theory as the instrument with which
to investigate varying practices of CGD “signals” sent out by companies. Companies
wishing to raise their standards of CGD may well wish to distinguish themselves by
applying the UNCTAD (2011) practical instruction as a tool for doing so. And, if, not
unreasonably, one holds the view that associated with high-quality CGD lies good
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CG, then directors may wish to so signal by making such relevant disclosures.
Therefore, studying such potential patterns of relationships and the interpretation of
them is the main theoretical basis of the intended research and is achieved with the

appropriately argued employ of Signalling Theory.

Signalling Theory appropriately addresses the varying constraints of the previously
identified/discussed theories, in respect to this research. It provides an explanation
to varying criteria and considerations regarding companies’ decision to disclose their
CG practices and accordingly enables to achieve the research objectives.
Accordingly, Signalling Theory is selected as the tool to enlighten this research with

varying disclosure decisions made by companies, especially CGD.

3.4 The case for and relevance of Signalling Theory within CG

After a thorough and considerate review of prior and relevant CG literature, one can
claim that Agency Theory and Stakeholder Theory are dominant theories (Squires
and Elnahla, 2020). In some literature, there is also a consideration of Legitimacy
Theory. However, the researcher believes that Signalling Theory needed to be
examined further in relevance to CG in an attempt to overcome the criticism of the

other different theories.

Nonetheless, Signalling and Agency theories appear in some literature to be
competing theories (Ross, 1979; Morris, 1987). Meanwhile, in some literature, it is
demonstrated that they are in fact compatible theories since one set of sufficient
conditions of Signalling Theory at least conforms with one set of sufficient conditions
of Agency Theory. There is, indeed, an overlap between the two theories. In other
words, rational behaviour is a shared characteristic of both; information asymmetry
in Signalling Theory is implied by positive monitoring costs in Agency Theory; quality
in Signalling Theory can be defined in terms of Agency Theory variables; and
signalling costs are implicit in some bonding devices of Agency Theory (Morris,
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1987; Inchausti, 1997; Watson et al., 2002). Although these two theories do not
imply one another, the sufficient conditions of both are consistent. Since there is an
overlap between them, then Signalling Theory can be the theoretical framework of

this research.

While Agency Theory focuses solely on the relationship between managers (agents)
and shareholders (principals), Stakeholder Theory considers the relation between
managers and all stakeholders, including shareholders, employees, consumers,
suppliers, communities, and government (Jensen and Meckling, 1976; Freeman,

1984).

Regardless of being one of the dominant theories in respect to CG, Stakeholder
Theory, second theory considered, is criticised for being too broad, thereby creating
an avenue for confusion and inefficiency in decision-making (Squires and Elnahla,

2020; Olufemi, 2021).

The third theory considered in this research is Legitimacy Theory. Legitimacy is
defined as an attribute that an organisation possesses or lacks. That is, legitimacy
theorists often consider legitimacy as a dichotomous variable decided by society.
Legitimacy theorists also avoid breaking down legitimacy into sub-components

(Deegan, 2014; Deegan, 2019).

Among the several flaws previously mentioned, Agency theory is criticised for being
too narrow and focused, while, Stakeholder Theory is criticised for being too broad.
In addition to that, Legitimacy is commonly attributed and focused mostly on the
self-interest of managers and CSR. Then, Agency Theory, Stakeholder Theory, and
Legitimacy Theory do not help in better understanding and attempting to find
answers for this research questions. Therefore, Signalling Theory has been chosen
as the theory to be used in better understanding and seeking to provide answers to
this research questions.
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Financial reporting is assumed to stem from management's desire to disclose its
superior performance, where good performance will enhance management's
reputation and position in the market for management services and good reporting,
which includes disclosing information regarding good performance (Spence, 1973;
Healy and Palepu, 2001; Agyei-Mensah, 2017). Disclosing such information
regarding the performance of companies, eventually is considered as one aspect of

good CGD practices.

These practices of good CG could very justifiably be associated with Signalling
Theory. Signalling is a way of responding to market information asymmetry, in which
companies have more knowledge than investors. Because of Signalling Theory, it
is suggested that corporations routinely revealed more voluntary information. As a
result, managers of high-quality companies will want to set themselves and their
companies apart from low-quality companies (Ross, 1977; Shleifer and Vishny,

1997; Berrill et al., 2011; Connelly et al., 2011).

Drawing on phenomena considered in preceding paragraphs, one may readily
determine that there is a reasonable opportunity for Signalling Theory to play a

constructive role within the arena of CG and its related disclosure.

Signalling Theory is based on the premise that the trust of investors can be uphold
through companies’ directors as they can send information or signals that indicate
their good CG practices. In turn, this will reduce the information asymmetry between

the company directors and investors (Connelly et al., 2011; Quang Trinh, 2022).

Given the separation of ownership and control, the classic agency-conflict emerges.
And, as stated previously, this is further aggravated by the information asymmetry
phenomenon. So, what might a diligent BoD seek to do? In order to address both
these (and other) phenomena, they may well seek to send out “signals” to interested
parties — with such signals acting as “surrogates” for CG Quality. If so, such “signals”
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and/or “surrogates” could well be the portents of sound CG and engender (or not)
trust — the fundamental phenomenon of this research. On that basis, it is easy to
conclude the natural linkage between Signalling Theory, Corporate/CGD, its quality,

and the consequent trust.

As deliberated earlier, Signalling Theory has been selected as the theoretical lens
for this research. This is primarily because it has potential to offer distinctive insights
in terms of CGD quality. And the actions of companies to disclose, or not,
information can be evaluated from that perspective. Few researchers have used this
theory to identify and interpret corporate behaviours in terms of their implications on
CGD quality (Sanders and Boivie, 2004; Connelly et al., 2011; Al-Moataz and

Hussainey, 2013).

3.5 Chapter summary

This chapter devoted itself to a review of key relevant theoretically-related literature.
The significant role of a theoretical framework within research was discussed. The
theoretical framework is considered the lens employed to enhance understanding
and explanation within research. The chapter commenced with a review of some
theories that are relevant to, or potentially associated, with CGD quality in particular
as CG lies within the essence of this research. Accordingly, Agency Theory,
Stakeholder Theory, Legitimacy Theory, and finally (in some more detail) Signalling

Theory were considered.

In some depth, these theories were all examined and discussed in this chapter. The
discussion provided the rationale for selecting Signalling Theory as the theoretical
lens or frame for the research. In view of that, within this chapter, a key section of it
was devoted to Signalling Theory and its relevance to CG. The chapter concluded
with a justification of the selection of Signalling Theory as the lens through which
the research background and context are considered.
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In undertaking any research, an examination to relevant empirical literature is
important as it is considered a critical evaluation of the research done earlier in
respect to the research problem being investigated. Accordingly, in the coming
chapter, key relevant empirical literature is considered and discussed, using it as a

basis for the development of the hypotheses of this research.
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Chapter 4

A review of prior empirically-related
research literature and the development

of the research hypotheses
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Chapter 4: A review of prior empirically-related research literature

and the development of the research hypotheses

4.1 Introductory comments

The literature relating to the research issue presents itself across a range of strands.
Thus, there is not one, but a few literatures to be considered. The first of these
literatures is that related to the overall context of the research — i.e., its contextual
literature. As stated earlier, the overall context of the research is the arena of CG.
Thus, the thesis initially devotes due attention to the literature explaining the nature
of CG and the role it plays within the present research “space”. Against that
backdrop the thesis considers legal issuances (primarily from U.K. and Egyptian
law) and then professional issuances — most importantly CG Codes (again, primarily
from the U.K. and Egyptian professional CG bodies). Further, as a particular aspect
of the research involves consideration of “Global Competitiveness”, the thesis
devotes some consideration to that issue and, with reasoned argumentation,
suggests how the research focus - disclosure quality, may well be associated with
(or a function of) such “global competitiveness”. These aspects of the contextual

literature were elaborated in the second chapter of this thesis.

The second of these relevant literatures relates to that of the theory selected to be
used as the theoretical lens for the research — i.e., Signalling Theory. Consequently,
given its importance to the research, this theoretically-related literature is given due
attention within the prior chapter. The third important strand of the literatures relating
to this research is that given by previous authors to an empirical consideration of
the present research issue and/or similar research exercises. Prior literature
discusses varying CG practices between and within different countries. Although the
codes of CG and the recommendations contained in the relevant policy documents

are not mandatory, companies that are publicly traded must (or usually) disclose the
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extent to their compliance with the codes. Fear of reputational harm, from the
possible revelation of CG flaws, makes it difficult for publicly traded companies to
refuse to comply. As indicated in the second chapter discussing various CG codes,
this chapter explores the extent to which listed companies are willing to adopt good
CGD practices, via an empirically-related literature review. In this chapter, one main
focus is on U.K. and Egyptian companies and their CG practices. As this strand of
empirically-related literature is of much help in elucidating the research issue, some

reasonable devotion to this strand of the literature is made in this chapter.

Given all the preceding, there are four different sets of individual hypotheses that
are appropriately developed, individually analysed, and evidentially evaluated.
Using generalised Signalling Theory arguments suggested in prior chapters, there

is a good case for the four sets of hypotheses to be developed.

Drawing on Signalling Theory, this research hypothesises that managers could be
disclosing and sending to current and/or potential investors (and relevant others)
information regarding CG quality using, at least, three main sets of signals —
company characteristics, CG characteristics, and country-specific characteristics. In
addition, one may also view specific business sectors as an influence when
evaluating CGD Quality. On that premise, the six identified business sectors in the
two countries of interest analysed in this research (U.K. and Egypt) are appropriately

considered.

A significant component of the empirical aspects of the research is made up of the
testing of hypotheses that have their genesis within Signalling Theory. This is
consistent with the key objectives of the research. Thus, within the research,
appropriately constructed sets of “signalling” hypotheses are developed and tested,

for any potential accordance and/or similarity of each of the three sets of identified
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characteristics with each other. These developed research hypotheses are

expressed in the alternative hypothesis form.

Accordingly, in light of prior empirical literature, this chapter discusses the
development of the four sets of hypotheses as follows: first, the company
characteristics set; second, the CG characteristics set; third, the country set; fourth
and last, the business sectors set. In the coming paragraphs, these four sets of
hypotheses are discussed more comprehensively and fully. But first, the first three

sets of hypotheses are depicted in the following conceptual figure.
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Figure 4.1 Hypotheses Diagram: Set One, Two, and Three
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4.2 Set One: The company characteristics hypotheses (U.K./Egypt/U.K. and

Egypt jointly)

Signalling Theory suggests that companies with sound CG structures and practices
would wish to signal such healthy CG practices by good CGD. Accordingly, one
might expect “that companies revealing positive CGD are effectively doing so to

signal the presence of good CG structures and disclosure quality”.

Accordingly, the first set of generalised hypotheses is grounded in the arguments
that Signalling Theory would suggest that companies with certain characteristics
(e.g. size, type of auditor, cross-listing, and profitability) act in a reasonably
consistent manner and so “signal” via commensurate levels of CGD, the presence

of such company characteristics.

Thus, for example companies being audited by one of the Big 4 audit firms® or
companies being listed on more than one stock exchange or companies making
high profit will wish to show or “signal” such good company characteristics via an

overall level and quality of high and good CGD.

Based on considerations such as the above, the first set of generalised hypotheses

could be stated as:

That companies with good companies’ characteristics will tend to reflect a
high level of CGD quality and so “signal” the presence and exercise of sound

CG practice.

Based on the above, there are two generalised hypotheses that could be stated as:

9 The thinking behind this research is premised on the view that the Big 4 audit firms are more
associated with high quality audits. However, it is recognised that this may not always be the case.
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A. That CGD quality is significantly influenced by company characteristics
“signals” individually and collectively (amenable to Regression analysis).
B. That CGD quality is significantly associated with individual company

characteristics “signals” (amenable to Correlation analysis).

Based on the empirically-related literature review, varying company characteristics
are found to be associated with CGD quality. Then, individual hypotheses are
developed for each of the company characteristics and are discussed in the

following sub-sections.

4.2.1 The stock exchange index hypothesis

The stock exchange index or listing was examined and appeared to have varying
and variable results associated with specific stock exchanges. Thus, the perceived
desirability of being listed on a reputable stock exchange, might be regarded as an
incentive both for sound CG practices themselves, and a keenness to disclose them
(Novotny et al., 2015). Accordingly, it is suggested in some studies that the stock
market index is an important explanatory variable with respect to corporate

disclosure (Firth, 1979; Cooke, 1992; Dahawy and Conover, 2007).

Thus, in this context, the research hypothesis specifically developed for testing

within the present research is as follows:

Hl(a) That there is a statistically significant positive relationship between

stock exchange index and CGD quality.

4.2.2 The S&P ESG index hypothesis

The S&P ESG (Standard & Poor’s Environmental, Social, and Governance) index
scores include a total company-level ESG score for a fiscal year, which includes

individual Environmental (E), Social (S), and economic & Governance (G)
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dimension scores, using industry-specific criteria scores that can be deployed as

specific ESG signals (S&P Global, 2023).

The effect of the inclusion in the S&P ESG index on CGD is examined in this
research, as has been examined in prior literature, albeit mostly for developed
countries (Jo and Harjoto, 2011; Tamimi and Sebastianelli, 2017). However, it just
might be the case that companies attracting an S&P ESG rating tend to practice
better and more stakeholder beneficial CGD, while those that are not so listed, do

not.

Thus, in this context, the research hypothesis specifically developed for testing

within the present research is as follows:

H2(a) That there is a statistically significant positive relationship between

S&P ESG index and CGD quality.

4.2.3 The company age hypothesis

The company age and its effect on CGD has been examined and the results were
reasonably variable. Some literature finds that the impact of company age is not
significant in terms of CGD (Garas and EIMassah, 2018), while others find a positive
impact on such CGD (Zamil et al., 2021). Furthermore, others find an impact at times
even negative, possibly as a result of company rigidity (Isidro and Sobral, 2015),
while others use it as a control variable in their research (Alshbili et al., 2019). The
company age is found to be negatively related not only to disclosure, but also to
company financial performance as younger companies may grow faster than older
ones (Salah, 2018). Nevertheless, in general, it takes time for companies to become
more conscious of CGD and also, for board members to develop their experience.

As a result, it is expected that with increased company age, CGD will increase.
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Thus, in this context, the research hypotheses specifically developed for testing the

company age phenomenon within the present research are as follows:

H3(a) That there is a statistically significant positive relationship between

company age and CGD quality.

H3(b) That company age is significantly and positively associated with CGD

quality in the U.K.

H3(c) That company age is significantly and positively associated with CGD

quality in Egypt.

4.2.4 The company size hypothesis

Some prior literature suggest that the company size does not seem to affect the
CGD (Samaha and Dahawy, 2011; Al-Moataz and Hussainey, 2013). However,
Watson et al. (2002) do find some evidence of association between CGD and
company size. They investigate whether the voluntary disclosure in corporate
annual reports can be explained by Signalling Theory. The sample analysed data
for 313 large U.K. companies. They find some evidence of an association between
disclosure and company performance, size, and industry, in addition to the
theoretical use of Signalling Theory to explain companies' decision to disclose
(Watson et al., 2002). The normative questions surrounding what, where, and how
information should be disclosed, are tremendously important, but have not yet been
resolved. Thus, this must be further investigated in an attempt to bridge the

understanding gap between users and preparers of corporate annual reports.

Prior literature argues that the level of disclosure varies substantially across
companies. They suggest that information is more available in larger companies.
Some studies evaluate the role of the size of companies in the CGD practices. They

conclude that there is a significant positive relationship between company size and
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CGD (Berglof and Pajuste, 2005; Foyeke et al., 2015; Egbunike and Okerekeoti,
2018). Berglof and Pajuste (2005) state that publicly disclosed CG information is
more frequently available in larger companies than within smaller ones. Indeed,

Samabha et al. (2012) contend that the level of CGD increases with company size.

Thus, in this context, the research hypotheses specifically developed for testing

within the present research are as follows:

H4(a) That there is a statistically significant positive relationship between

company size and CGD quality.

H4(b) That company size is significantly and positively associated with CGD

guality in the U.K.

H4(c) That company size is significantly and positively associated with CGD

quality in Egypt.

4.2.5 The type of auditor hypothesis

Prior relevant empirical literature examine individual company characteristics as
signals to relevant parties. These characteristics include a range of criteria and
considerations associated with, or influencing, CGD. They conclude that financial
performance, Big 4 auditor affiliation, and industry type are, to varying degrees,

associated with CGD (Cheung et al., 2007; Al-Moataz and Hussainey, 2013).

It is implied that the level of the CGD will likely be high, if the auditor of the company
is associated with one of the Big 4 auditing firms (Deloitte, EY - Ernst & Young, PwC
- PricewaterhouseCoopers, and KPMG - Klynveld Peat Marwick Goerdeler). As one
of the most important variables influencing the level of disclosure by Egyptian
companies, according to prior literature, is the auditor's degree of affiliation with an
international firm, usually certainly a "Big 4" association (Dahawy, 2009; Samaha
and Dahawy, 2010).
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Thus, in this context, the research hypothesis specifically developed for testing

within the present research is as follows:

H5(a) That there is a statistically significant positive relationship between

type of auditor and CGD quality.

4.2.6 The cross-listing hypothesis

Cross-listing is defined as the process by which a company incorporated in one
country elects to list its equity on the public stock exchange of another country
(Ferris et al., 2009). Cross-listing of the company means that the company is listed
on more than one stock exchange. It is a proxy for the internationality of the
company. Thus, cross-listing can be used as a measure of internationalisation of
companies. It likely encourages companies to manifest better quality CGD (Attig et
al., 2016; Lu and Wang, 2021). Companies might choose to willingly use cross-
listing to signal the quality of their CGD and improve the investors’ perception of this

quality.

According to prior literature, cross-listing can improve the performance of
companies, while it will significantly improve the CG conditions, mainly
characterised by an international board and enhancing the strengthening of the
board control behaviour (Ferris et al., 2009; Aly et al., 2010; Jian et al., 2011).
Furthermore, there is some evidence suggesting that an increase in the CGD is
statistically significant and economically beneficial for cross-listed companies.
Additionally, there is further evidence indicating that cross-listing is found to explain
the variation in the level of corporate disclosure and reporting between companies
and that it is associated with higher disclosure quality (Aly et al., 2010; Shi et al.,

2018; Garanina and Aray, 2021).

Thus, in this context, the research hypothesis specifically developed for testing
within the present research is as follows:
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H6(a) That there is a statistically significant positive relationship between

cross-listing and CGD quality.

4.2.7 The profitability hypothesis

Profitability is found to explain the variation in the level of corporate disclosure and
reporting between companies (Aly et al., 2010). Additionally, Al-Moataz and
Hussainey (2013) also argue that profitability is among the main associates of CGD.
In contrast, profitability is revealed to have no significant influence on the level of
disclosure by companies in Kenya (Barako et al., 2006). However, some authors
have identified a significant positive relationship between profitability and CGD
(Brown and Caylor, 2004; Samaha and Dahawy, 2010; Babatunde and Akeju,
2016). Additionally, evidence from prior literature suggest that among the factors
influencing CGD is the profitability of the companies in the U.K. (Watson et al.,

2002), Egypt (Aly et al., 2010), and Saudi Arabia (Al-Moataz and Hussainey, 2013).

Thus, in this context, the research hypotheses specifically developed for testing

within the present research are as follows:

H7(a) That there is a statistically significant positive relationship between

profitability and CGD quality.

H7(b) That profitability is significantly and positively associated with CGD

quality in the U.K.

H7(c) That profitability is significantly and positively associated with CGD

quality in Egypt.

4.2.8 The liguidity hypothesis

Evidence from prior literature suggests that the liquidity of the company is

associated with the CGD and furthermore. It is found to be a significant variable in
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explaining the intensity and quality of CGD (Ezat and El-Masry, 2008; Samaha and
Dahawy, 2010). However, in contrast, other literature find that the liquidity of the
company appears to have no significant effect on CGD (Barako et al., 2006;
Samaha and Dahawy, 2011). Nonetheless, while presenting contrary evidence,
other literature counters this argument and state that the liquidity of the company is
one amongst the main determinants of CGD (Watson et al., 2002; Aly et al., 2010;

Al-Moataz and Hussainey, 2013).

Thus, in this context, the research hypotheses specifically developed for testing

within the present research are as follows:

H8(a) That there is a statistically significant positive relationship between

liquidity and CGD quality.

H8(b) That liquidity is significantly and positively associated with CGD quality

in the U.K.

H8(c) That liquidity is significantly and positively associated with CGD quality

in Egypt.

4.2.9 The ownership structure hypothesis

The ownership structure of the company can be assessed and determined by the
varying types of equity-owners, such as blockholders, government, and institutional.
Among other measures of the ownership structure is the “free float” percentage,
which is the percentage of the publicly traded shares in relation to the total number
of outstanding shares. However, in determining the free float percentage, shares
held by, for example, significant shareholders and company directors are excluded
(Ding et al., 2016). Some literature evidence suggests that companies with high free

float percentage disclose better quality of CG practices (Ezat and EI-Masry, 2008).
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Thus, in this context, the research hypotheses specifically developed for testing

within the present research are as follows:

H9(a) That there is a statistically significant positive relationship between

ownership structure and CGD quality.

H9(b) That ownership structure is significantly and positively associated with

CGD quality in the U.K.

H9(c) That ownership structure is significantly and positively associated with

CGD quality in Egypt.

4.2.10 The foreign institutional investors hypothesis

To manage the business situation and make informed investment decisions, foreign
investors demand higher levels of disclosure from listed companies. Prior literature
suggests that there is a positive relationship between the existence of foreign
investors and the level of corporate disclosure (Haniffa and Cooke, 2002; Tuan et

al., 2020)

Moreover, there is an additional body of literature that indicates that foreign
ownership is positively and significantly associated with the level of CGD (Barako et
al. 2006; Mangena and Tauringana, 2007; Wachira, 2019). Similar literature
confirms that foreign ownership is of greater influence than that of domestic

investors (Mizuno, 2010; Nakano and Nguyen, 2013).

Thus, in this context, the research hypothesis specifically developed for testing

within the present research is as follows:

H10(a) That there is a statistically significant positive relationship between

foreign institutional investors and CGD quality.
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4.3 Set Two: The CG characteristics hypotheses (U.K./Egypt/U.K. and Eqypt

[ointly)

The second set of hypotheses as predicated on the argument that Signalling Theory
would suggest that companies with certain “sound” characteristics of CG (e.g.
different persons for CEO/Chairman positions, independent BoD, and existence of
an audit committee) would act in a manner consistent with such “soundness” and
so “signal” via a high level and quality of CGD, the presence of such “sound” CG

characteristics.

Thus, for example companies where the offices of the chair and CEO are separated
(i.e., not one of duality) or where the audit committee exists and efficiently function
will wish to manifest or signal such “healthy” CG characteristics via an overall level

of high and good CGD.

CG characteristics have been studied in respect to the CGD quality, in either
developed or developing countries (Barako et al., 2006; Ezat and El-Masry, 2008;
Al-Moataz and Hussainey, 2013; Alabdullah et al., 2019; Saha and Kabra, 2020).
However, examining CG characteristics in this research is employed to compare
and evaluate the CGD quality within and between listed companies in the U.K., as
a developed country, and Egypt, as a developing country. CG characteristics may

be seen as signals of CGD quality to third parties.

Based on considerations such as the above, the second set of generalised

hypotheses could be stated as:

That companies with sound CG characteristics will tend to reflect a high level
of CGD quality and so “signal” the presence and exercise of sound CG

practice.

Based on the above, there are two generalised hypotheses that could be stated as:
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A. That CGD quality is significantly influenced by CG characteristics “signals”
individually and collectively (amenable to Regression analysis).
B. That CGD quality is significantly associated with individual CG characteristics

“signals” (amenable to Correlation analysis).

The following paragraphs discuss each hypothesis in this second set of hypotheses.

4.3.1 The CEO duality hypothesis

The CEO is the head of the executive team of the company, while the chairman is
the head of the BoD. These are two different posts in the company that sometimes
are occupied by the same person. When the executive manager also serves as the

BoD chairman, this is referred to as CEO duality (Elsayed, 2007).

The Cadbury Code (1992) suggests that if the chairman also serves as the CEO,
there are reasonable concerns in terms of objectivity regarding the combined offices
of chairman/chief executive and its effects on the effectiveness of the board to a
senior non-executive director, who may be the deputy chairman. In fact, many
companies have acknowledged this role, and even some have done so formally in
their Articles (Cadbury, 1992). Eventually, most CG codes of best practice advise
against allowing one person to hold both positions, the position of chairman and that
of CEO, because the chairman's responsibilities differ from and complement those
of the executive director and also to avoid power concentration that would
compromise proper management oversight and eventually lead to inefficiency (da

Costa and Martins, 2019).

The dual nature of the two positions might be problematic because those who are
accountable for the company's performance are also those who should be
assessing its effectiveness (Moscu, 2013; da Costa and Martins, 2019). This
compromises the performance evaluation and may ultimately result in a company

that does not perform as expected. Accordingly, the two positions should be kept
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separate in order to prevent any form of conflict (Moscu, 2013; da Costa and

Martins, 2019).

A different perspective to the CEO duality argues that it gives the company's
leadership a single focal point, giving an impression of company stability, increasing
trustin management, and improving communication between the BoD and
management (Anderson and Anthony, 1986; lyengar and Zampelli, 2009; da Costa

and Martins, 2019).

Consequently, the empirical data on the effect of CEO duality on company
performance and disclosure is also contradictory (lyengar and Zampelli, 2009).
There is some evidence suggesting that the CEO duality has a significant negative
effect on the CGD quality of listed companies (Samaha and Dahawy, 2011; Samaha

et al., 2012; Elbadry et al., 2015; Samaha et al., 2015; Alabdullah et al., 2019).

Thus, in this context, the research hypothesis specifically developed for testing

within the present research is as follows:

H11(a) That there is a statistically significant negative relationship between

CEO duality and CGD quality.

4.3.2 The BOD size hypothesis

Prior literature suggests that the BoD size has a positive effect on the quality of CGD
(Abdel-Fattah, 2008; Ezat and El-Masry, 2008; Samaha et al., 2015; Alabdullah et

al., 2019). Thus, the greater the BoD size, the higher the quality of CGD.

Thus, in this context, the research hypotheses specifically developed for testing

within the present research are as follows:

H12(a) That there is a statistically significant positive relationship between

BoD size and CGD quality.
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H12(b) That BoD size is significantly and positively associated with CGD

quality in the U.K.

H12(c) That BoD size is significantly and positively associated with CGD

quality in Egypt.

4.3.3 The BOD independence hypothesis

The BoD is composed of Executive and Non-Executive Directors, as well as
Independent Directors. Executive directors hold a distinct position of authority within
the company and have better access to internal information (Nicholson and Kiel,
2007; Basco et al., 2019). Whereas, non-executive directors have a variety of and
more objective insights on the company's issues due to their varied backgrounds
and experiences (Filatotchev, 2006; Basco et al., 2019). Finally, an independent
director does not have a material relationship with the company. He is not a member
of the executives of the company and therefore, he is not part of the day-to-day
operations of the company (CFl, 2022). The proportion of the independent and non-
executive directors to the total number of the members of the BoD measures the

independence of the BoD.

Sanders and Boivie (2004) consider board structure as a CG characteristic that can
be seen as signal to attract potential investors when evaluating new companies in
new industries. Eventually, they conclude that board structure, which is the
proportion of board members who are outsiders, is positively, but not significantly
associated with market valuations of new companies in new industries. Though not
directly related to disclosure, but it could be seen as an influence on gaining the
trust of potential investors. On the other hand, the percentage of non-executive
directors appears to have a negative effect on corporate disclosure (Abdel-Fattah,

2008).
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Nevertheless, prior literature states that companies with a high proportion of
independent directors have a better CGD and furthermore, that the board
independence is among the main determinants of CGD (Ezat and El-Masry, 2008;
Samaha and Dahawy, 2010; Samabha et al., 2012; Al-Moataz and Hussainey, 2013;
Samaha et al., 2015). However, Barako et al. (2006) find that the independence of
the board is significantly negatively associated with the disclosure in a developing

country.

Thus, in this context, the research hypotheses specifically developed for testing

within the present research are as follows:

H13(a) That there is a statistically significant positive relationship between

BoD independence and CGD quality.

H13(b) That BoD independence is significantly and positively associated with

CGD quality in the U.K.

H13(c) That BoD independence is significantly and positively associated with

CGD quality in Egypt.

4.3.4 The audit committee hypothesis

Al-Moataz and Hussainey (2013) also examine CG characteristics as signals of CG
quality to third parties. They conclude that audit committee size are among the main
determinants of higher quality levels of CGD. Additionally, relevant literature states
that the existence of an Audit Committee among the BoD committees is positively
and significantly associated with CGD (Barako et al., 2006; Samaha and Dahawy,

2010; Samaha et al., 2015).

Thus, in this context, the research hypothesis specifically developed for testing

within the present research is as follows:
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H14(a) That there is a statistically significant positive relationship between

audit committee and CGD quality.

4.4 Set Three: The country hypothesis (U.K. and Eqgypt jointly)

The third set of hypotheses is predicated on the argument that Signalling Theory
would suggest that companies listed in the U.K. or Egypt, which have different
country-specific characteristics (e.g., transparency, strength of auditing/reporting
standards, and shareholder governance) would act in a reasonably consistent
manner and so “signal” via a high level of CGD quality, the presence of country-

specific characteristics.

Thus, for example companies where the transparency score is high or where
shareholders’ rights are protected, will wish to manifest or signal such good country-

specific characteristics via an overall level of high and good quality CGD.

Based on considerations such as the above, the third set of generalised hypotheses

could be stated as:

That companies in a country with high country-specific characteristics will
tend to reflect a high level of CGD quality and so “signal” the presence and

exercise of sound CG practice.

Based on the above, there is one generalised hypothesis that could be stated as:

That CGD quality is significantly influenced by country-specific characteristics

“signals” (amenable to Regression analysis).

One might argue that country-specific characteristics are associated with or
influence, CGD quality. Country-specific characteristics include, but are not
restricted to, corruption, education, shareholder governance, robustness of

securities market, and strength of auditing/reporting standards (WEF, 2018b). If so,
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one could conclude that developed countries will tend to display higher levels of

CGD quality than developing ones.

Berglof and Pajuste (2005) claim that the level of CGD varies substantially across
companies from different countries. This is because there is a strong country effect
in what companies disclose, and overall what is disclosed depends on the legal
framework and practice in a given country. Thus, the Macro-level effect is as
significant as the Micro-level effect on the companies. Furthermore, Doidge et al.
(2007) state that country-specific characteristics explain much more of the variance
in governance ratings (ranging from 39% to 73%) than observable company

characteristics (ranging from 4% to 22%).

La Porta et al. (2008) suggest that an important source of inefficiency might be the
transplantation of legal and regulatory rules. They argue that a source of massive
delay and corruption in the developing countries are rules copied from and suitable
for developed economies. Therefore, it must be taken into consideration the specific
characteristics and nature of each country as there is no rule would possibly be
suitable and applicable to all countries, regardless of their development status.
Therefore, there is a possibility that the differing status of economic development in
the two countries (i.e., The U.K. and Egypt) may well be a significant influence when

evaluating varying practices of CGD quality.

Differences among countries might be an insightful indicator for CGD quality among
other indicators. Thus, Ben Othman and Zeghal (2008) conclude that common law
emerging markets have substantially higher levels of CGD than civil law ones. They
also state that law enforcement has a strong positive influence on CGD in common
law emerging countries, whereas it has no influence on CGD in civil law emerging
countries. According to La Porta et al. (2008), U.K. is a developed country with

common law origins and Egypt is a developing country with civil law origins.
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Therefore, it might be seen that companies in the U.K. have higher CGD quality in

comparison to companies in Egypt.

Developing such a line of enquiry, according to the results of GCR 2018 and 2019,
the U.K. received a score of 74.5% in 2019 for its CG, down from 76.8% in 2018.
Accordingly, in terms of CG, the U.K. was placed 13" out of 141 economies in 2019

(WEF, 2018b; WEF, 20109).

Egypt, on the other hand, received a score of 61.5% in 2019 for its CG, moving it up
from 57% in 2018. As a result, out of 141 economies, Egypt was ranked 63 in terms

of CG in 2019 (WEF, 2018b; WEF, 2019).

The calculation of the CG score in the GCR is based on three components as

follows:

1. The strength of auditing and accounting standards
2. Conflict of interest regulation

3. Shareholder governance

For the first component of CG in the GCR 2019, which assesses the strength of
auditing and accounting standards, the U.K. scored 73.4%, a 6.9% decrease from
2018. Additionally, in 2019 and 2018, the U.K. received same scores of 83% and
67% for the second and third components, which assess conflict of interest

regulation and shareholder governance, respectively (WEF, 2018b; WEF, 2019).

Regarding the components of CG for Egypt, from 2018 to 2019, the first component
increased by 6.4%, reaching 67.5%. Egypt received the same 47% for the second
component in both 2018 and 2019. Egypt scored 70% in 2019 for the third

component, an increase of 7% from 2018 (WEF, 2018b; WEF, 2019).
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The transparency and incidence of corruption components of the GCR are also
relevant to this research since they may provide insight into the CGD quality in
the U.K. and Egyptian companies. The U.K. scored 80% for the transparency and
incidence of corruption in 2019 and was ranked 11" out of 141 economies, which is
2% lower than in 2018. On the other side, Egypt scored 35% in the transparency
and incidence of corruption in 2019 and was ranked 915t out of 141 economies, an

increase of 3% from the previous year (WEF, 2018b; WEF, 2019).

In line with the preceding, the Corruption Perceptions Index (CPI)1° shows similar
results. The CPI scores of the U.K. have been increasing since 2012, peaking at
82% in 2017. With the exception of 2021, when it reached 78%, the U.K. CPI scores
have been dropping since 2017. In 2022, the score dropped to 73%, which is the
lowest-ever score for the U.K. Accordingly, the U.K. is ranked 18" out of 180

countries (Transparency International, 2023).

On the other hand, the CPI scores of Egypt have fluctuated since 2012. In 2014,
37% was the highest CPI score reached, while the lowest CPI score was 30% in
2022. Accordingly, Egypt is ranked 130" out of 180 countries (Transparency
International, 2023). Accordingly, it is not unreasonable to assume that country-

specific characteristics may impact or influence the CGD quality.

Thus, in this context, the research hypothesis specifically developed for testing

within the present research is as follows:

H15(a) That the U.K. has a statistically significant higher CGD quality than

Egypt.

10 The CPI is published by Transparency International (The global coalition against corruption). A
scale from 0 (highly corrupt) to 100 (very clean) is used by the CPI to rank 180 countries and
territories throughout the world, in 2022, according to their perceived levels of public sector corruption
(Transparency International, 2023).
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4.5 Set Four: The business sectors hypotheses (U.K./Egypt)

The fourth set of hypotheses as predicated on the argument that Signalling Theory
would suggest that companies listed in the six identified business sectors, namely
basic materials, consumer cyclicals, consumer non-cyclicals, industrials, real estate,
and technology sectors, would act in a reasonably consistent manner and so “signal’
via a high level and quality of CGD, the presence of a significant difference within

and between the different business sectors.

The following conceptual figure depicts the fourth set of hypotheses in terms of the
six identified business sectors in the U.K. and Egypt as intra-country and inter-

country business sectoral hypotheses.
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Figure 4.2 Hypotheses Diagram: Set Four

Set Four: Business Sectors

U.K. Inter-country Egypt

Basic Materials < @\; Basic Materials
Intra-country
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Consumer Non-cyclicals m Consumer Non-cyclicals

Industrials
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Real Estate Real Estate
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As illustrated in the above figure, the fourth set of hypotheses are intra-country
(within), as well as inter-country (between) business sectors. For instance, within
the same country, companies in a specific business sector will disclose high level
and quality of CGD than companies in another business sector. Additionally,
companies in a specific business sector in a country will disclose high level and

quality of CGD than companies in the same sector in another country.

Based on considerations such as the above, the fourth set of generalised

hypotheses could be stated as:

That companies in an identified business sector will tend to reflect a high level
of CGD quality and so “signal” the presence and exercise of sound CG

practice than companies in another identified business sector.

Based on the above, there are two generalised hypotheses that could be stated as:

A. That CGD quality across companies within particular business sectors (intra-
country) is significantly different (amenable to analysis of variance).
B. That CGD quality between companies within particular business sectors

(inter-country) is significantly different (amenable to T-test).

In addition to the first three sets of hypotheses, there is another perspective to the
analysis and evaluation within U.K. and Egypt, which is the intra-country business
sectoral perspective. In this context, Solomon and Solomon (2004) identify that in
the U.K., same-industry peer pressure acts as an incentive for companies to reveal
higher quality CGD. Similarly, in Egypt, Samaha et al. (2012) conclude that business
sector is indeed such an influencing feature within actively traded Egyptian

companies.
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Thus, in this context, the research hypotheses specifically developed for testing

within the present research are as follows:

H16(a) That there is a statistically significant difference in CGD quality within

the identified six business sectors in the U.K.

H16(b) That there is a statistically significant difference in CGD quality within

the identified six business sectors in Egypt.

In addition to the prior hypotheses, the differences between the six identified
business sectors in the U.K. and Egypt are further examined and evaluated. The
following hypotheses are developed to examine the inter-country sectoral

differences.

H17(a) That there is a statistically significant difference in CGD quality of the

basic materials sector between the U.K. and Egypt.

H17(b) That there is a statistically significant difference in CGD quality of the

consumer cyclicals sector between the U.K. and Egypt.

H17(c) That there is a statistically significant difference in CGD quality of the

consumer non-cyclicals sector between the U.K. and Egypt.

H17(d) That there is a statistically significant difference in CGD quality of the

industrials sector between the U.K. and Egypt.

H17(e) That there is a statistically significant difference in CGD quality of the

real estate sector between the U.K. and Egypt.

H17(f) That there is a statistically significant difference in CGD quality of the

technology sector between the U.K. and Egypt.

136



4.6 Chapter summary

After discussing the contextually-related literature and the theoretically-related
literature in prior chapters, this chapter concerned itself with a reasoned
consideration of the development of the research hypotheses examined within the
thesis. This development is premised on a review of key relevant empirical literature,
and a similar review of key prior literature that is theoretically-related to the context
of this thesis, and the relevant theories related to CG identified in the previous two
chapters. This review of prior empirical literature is related to CGD practices, with a
focus on CG practices in the U.K. and Egypt. Light is shed in particular on the most
significant prior empirical literature related to the research, in order to serve as the
foundation for the evolution and reasoned development of several hypotheses of

this research.

The chapter benefited from six sections. The first section served as a lead-into and
an introduction to it. The then following four sections were dedicated to the four sets

of hypotheses developed for this research, which are as follows:

1. Company characteristics set

2. CG characteristics set

3. Country-specific characteristics set

4. Business sectors set

The first set of hypotheses is the company characteristics set. Under this first set,
there are ten main hypotheses that are tested in the U.K. and Egypt jointly. The
different company characteristics, that are tested, are the stock exchange index, the
S&P ESG index, the company age, the company size, the type of auditor, the cross-
listing, the profitability, the liquidity, the ownership structure, and the foreign

institutional investors.
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The second set of hypotheses is the CG characteristics set. It comprises four main

hypotheses related to CG characteristics. Like the prior set of hypotheses, it is
tested in the U.K. and Egypt jointly. The different CG characteristics, that are tested,

are the CEO duality, the BoD size, the BoD independence, and the audit committee.

The third set of hypotheses is the country-specific characteristics set. It engenders

one hypothesis related to the country variable itself. Like the prior set of hypotheses,

it is tested in the U.K. and Egypt jointly.

The fourth set of hypotheses are considered within and between the relevant six

identified business sectors, in respect to the U.K. and Egypt. First, there is one

hypothesis that is examined for each country. The listed companies in the U.K. and
Egypt are classified according to their business sector. Then, from the relevant
samples, the emergent six comparable sectors are further investigated and
evaluated in this intra-country business sectoral hypotheses. Second, there are six
hypotheses that are examined for each business sector of the U.K. and Egypt. The
six comparable business sectors are examined and evaluated in this inter-country

business sectoral hypotheses.

The sixth and last section of Chapter 4 summarises and reprises the highlights of
this chapter. Having deliberated the several hypotheses of the thesis and detailed
their rationalised development, taking regard for relevant prior empirical literature
within this chapter, the next (Chapter 5) goes on to consider the design and

methodology of the research.
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Chapter 5

The research design and methodology
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Chapter 5: The research design and methodology

5.1 Introductory comments

In an attempt to answer the research questions, the prior chapter discussed the
development of the research hypotheses!! employed for that specific purpose.
Nevertheless, these research hypotheses were not stated in a form that makes them
amenable to be applied and tested empirically. Therefore, in this chapter and the
following chapter, these research hypotheses are presented in a form, that makes

them more readily amenable to statistical application and testing.

Accordingly, the aim of this chapter is to explain the design and methodology of this
empirical research. In order to do so, this chapter discusses several elements of the
employed research design and methodology as follows: 1. The philosophy, 2. The
approach, 3. The strategy, 4. The method(s), 5. The time-horizons, and 6. The data

and its analysis.

In the data and analysis section, the definition and justification of the data variables
employed are discussed. Then, the collection of the data is discussed to reveal the
data sources and the data acquisition. The data reliability/validity, ethicality, and
limitations are also discussed in this section. Then, the relevant methods of data
analysis are considered. Finally, the chapter summary highlights important points
discussed in this chapter, in order to pave the way for the next chapter that

discusses the empirical results and findings.

5.2 Research designh and methodology planning

Significant thought is given to the design and methodology used in this research,

and appropriate decisions are made in this context as a consequence. The

11 Table 5.21 presented at the end of this chapter is a tabular presentation of the research questions,
objectives, and hypotheses.
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“‘Research Onion” layers (Saunders et al., 2023) are used to consider and discuss
the research design and methodology in some detail. The methodological theory of
the research justifies and further explains the decision-making process in respect to

choices made in terms of the layers of the “Research Onion”.

The research issue — i.e., the extent of CGD quality and practices of companies in
countries across the world, is the flame that ignited the research idea. After
considerable thinking about the research issue, appropriate research questions
were identified and the fundamental research question emerged, i.e., what might be
the varying criteria and considerations behind and associated with, the decisions of
comparable sets of U.K. and Egyptian listed companies, in terms of their varying
CGD quality and practices - specifically in disclosing (or not), in an open and

transparent manner?

That problem inspired and motivated this research, which was provided by two
appropriate sources of intellectual “clothing”. The first source is the prior relevant
literature review (Chapters 2 and 4). The second source is mainly Signalling Theory
and its implications to attempt to answer the research questions (Chapter 3). Both

sources are crucial to this research and specifically to the research questions.

As previously stated, the aim of this research is to contribute to knowledge within
the realm of CG while employing a Signalling Theory perspective. Thus, eventually
the research attempts to obtain insights into the research problem, while also
answering the research questions. This is accomplished by applying appropriate
research methods to achieve the research aim and answering the research
questions. As a result, the research is planned using a Paradigm-driven Approach

(Mohajan, 2020; Park et al., 2020).

Park et al. (2020) contend that through its assumptions and principles, research

paradigms drive scientific discoveries. Thus, understanding paradigm-specific
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assumptions can aid to illuminate the quality of findings that support scientific
studies and identify areas where sound evidence is lacking (Kumar, 2018; Park et
al., 2020). The Paradigm-driven Approach to research planning relies on the
existence of a paradigm at the start of the research. The research questions are
then established, and then the most appropriate research methods are determined
to be able to answer them while employing the identified paradigm (Park et al.,

2020).

Thus, using the Paradigm-driven Approach for Research Planning, this research

proceeds as follows:

e Firstly, the research questions are identified to further allow for a thorough
introduction to the research background, context, problem, and motivation.

e Secondly, before conducting the empirical part of the research, which
employs well-structured, largely quantitative data, the research design is
diligently and carefully developed.

e Thirdly, the most relevant methods and techniques, for effectively and
efficiently attempting to answer the research questions, are determined.

e Fourthly, the data that is collected and analysed in the empirical part is firmly
structured. For this empirical research, quantitative measurements and
details are the main emphasis of the data collecting phase (Mohajan, 2020;

Park et al., 2020).

The research problem or question in social sciences stems mostly from a
fundamental research theory, prior relevant literature and, in most instances, the
immediate practical issues. And so it is for this research. The fundamental research
problem and main question are developed with the aid of Signalling Theory, and

arguments are stated drawing on previous literature regarding the extent of CGD
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practices, and the practical challenges faced by individual stakeholders in terms of

the quality of CGD.

Research planning is essential for all research, as it helps define and determine the
research questions, the research objectives, and eventually the intended research
outcomes. Defining all these elements is crucial and equally beneficial to all
research (Kumar, 2018; Park et al., 2020). As for all research, well-structured
research planning eventually enhances the chances of the research making a
significant contribution. Ultimately, this research seeks to provide policy
recommendations for varying stakeholder groups and eventually lead to enhancing
the quality of CGD practices. Accordingly, such planning has been integral to the

present research.

Thus, after outlining the approach used to plan the research, one might divide the
research plan into two parts. First, identify the research questions, and second, use
appropriately identified and explained research methods to address these
questions. This first part has been completed in prior chapters, while the second
part, i.e., specify and employ appropriate research methods, is completed in later
sections of this and other chapters. Appropriate research methods, on the other
hand, cannot be devised until the research paradigm has been established (Kumar,
2018; Saunders et al., 2023). Therefore, the research paradigm has been

established first.

As indicated earlier, the research paradigm refers to the main assumptions
regarding the concepts that make up the research phenomena under study. It
comprises three key conceptual considerations, consistent with the “Research
Onion” layers. These are the research ontology, epistemology, and methodology.
These conceptual considerations inter-relate with each other respectively. However,
they are also interdependent. The following paragraphs consider each of these

individually.
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The nature of reality in relation to the major concepts/phenomena under
investigation is the subject of ontology. In this research, the quality of CGD is a key
concept examined in this research. Accordingly, the research treats CGD as a
distinct social construct, with its own structure and norms (apart from the social
actors that use and deal with it, such as shareholders and managers). The same
approach applies to the other research key concepts, such as company
characteristics, CG characteristics, and country-specific characteristics. In the main,
the research adopts an Objectivist ontology. This is in contrast to a Subjectivist
ontology, which views social phenomena as a product of the social actors'
perceptions and interactions (Kumar, 2018; Saunders et al., 2023), with each
researcher presenting his/her own individual and subjectivist interpretation of the

ontological landscape they encounter through their observations.

Following the selection of the research ontology, it is necessary to select the
research epistemology that the ontology warrants. The relationship between the
researcher and the concept/phenomenon under investigation is made known (i.e.,
knowledge generated) and explained by the research epistemology. According to
the Objectivist ontology of this research, as previously described, the researcher
approaches the research from the perspective of a natural scientist, who regards
solely facts to be reality. In the present case, the researcher is collecting data about
‘objects”, such as CGD practices. Subjective aspects such as stakeholders'
feelings, perceptions, and attitudes about the disclosure of the CG practices, on the
other hand, are not taken into consideration. This is because the researcher is
attempting to collect objective data that is free (as possible) from any bias, and then
objectively analysed in a most objective manner (Kumar, 2018; Saunders et al.,

2023).

The third element in the research paradigm is the research methodology, which itself

is inter-related with ontology and epistemology, respectively. Consideration of the
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research ontology and epistemology sets the way for the research methodology.
The purpose of the research methodology is to provide the most convenient
scientific methods for studying the reality of concern. The research methodology
assists the researcher in addressing the critical question of how to achieve the
research objectives and eventually how the research results and/or findings can be
attained in respect to the proposed research relationships. The research
methodology itself consists of various elements. These elements are identified
within the six individual and distinct layers of the “Research Onion” (Kumar, 2018;

Saunders et al., 2023).

Saunders et al. (2023) provide helpful guidance in relation to the design of research
with their “Research Onion”. Their conceptualised “Research Onion” provides an
effective progression of the several “layers” or considerations through which a
research methodology can be designed and later executed. The peeling of the
different layers of the “Research Onion” leads to the core of any research activity.
When viewed from the outside, each layer of the onion describes a more detailed

stage of the research process as depicted in the following figure.
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Figure 5.1 Research Onion (Source: Saunders et al., 2023)
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As illustrated in the above figure, the design of this research follows the
methodological approach suggested by Saunders et al. (2023). The relevant
choices of the design of this research, regarding each individual layer of the

“‘Research Onion”, are as highlighted in the figure.

As previously indicated, the research methodology under this approach consists of
a number of elements that are “viewed” as the different “layers” of an onion, i.e., the

“‘Research Onion”. The “Research Onion” consists of six layers:

1. Research Philosophy

2. Research Approach

3. Research Strategy

4. Research Method(s)

5. Research Time-horizon

6. Research Techniques and Procedures (particularly in relation to data

collection and analysis)
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Previous literature on relevant methodological topics is reviewed, evaluated, and
finally concluded upon in order to reveal the methodology used for this research
(Kumar, 2018; Mohajan, 2020; Park et al., 2020; Saunders et al., 2023). Thus, the
empirical nature of this research is reflected in the several methodological features
and selections made and discussed in much of the immediately following sections
of this chapter, by considering, in turn individually, the six different layers of the

“Research Onion”.

5.3 Research philosophy

An important step in planning and carrying out research is about understanding and
choosing a philosophy. Thus, the first layer of the “Research Onion” is about the
possible philosophies and the philosophical stances associated with undertaking the
intended research. Since this research is scientific, then an important philosophical
aspect is its epistemology — in other words, its linkage to and with knowledge. In
scientific research, one aims at finding or knowing the truth regarding a certain issue
of interest and in doing so, one adds to the knowledge in respect to this issue
(Saunders et al., 2023). And so, it is with this research. In this research, the
researcher seeks the “truth” that might explain, or is associated with, the quality of
CGD and the likely quality of underlying quality of CG itself — a feature that likely
influences trust (or the lack of it) within the relevant (in this research, U.K. and

Egyptian) companies/cases of interest.

The fundamental philosophical form of this research is mainly Positivism. In this
research, primarily there are research questions and hypotheses that are
(deductively) tested to arrive at appropriate explanations. And in so doing,
evaluating accepted knowledge while focusing on CGD quality in particular. In this
research, this is done predominantly through statistical analysis and the derivation

of quantitative results. This is much consistent with the tenets of Positivism which is

147



the main philosophical form of this research (Park et al., 2020; Saunders et al.,

2023).

However, in some limited instances, and to a minimal extent, in order to discuss
some theory-nuanced findings, the research adopts a somewhat Interpretivist
philosophical position. Interpretivism is a philosophy that is more likely to be
reflected in research that seeks deep insights into subjective meanings, rather than
in offering scientific-like generalisations that resemble laws. Such a philosophy is
often emphasised when conducting research related to people rather than things. It
takes an empathic perspective in order to comprehend people's social environments
and the meanings they assign to them from their individual perspective (Saunders
and Tosey, 2013; Saunders et al., 2023). As, in part, the present research seeks to
offer interpreted insights into Signalling Theory based on the quantitative results of
the empirical analysis of the CGD, to that extent, the philosophy of this aspect of the
research is Interpretivism. This aspect involves much consideration of how and why
directors of companies act as senders of specific signals (e.g. CGD items) to
receivers, in particular, stakeholders. In that regard, the research then adopts the

Interpretivism philosophy stance.

5.4 Research approach

The second layer of the “Research Onion” is the research approach. In essence,
this research starts with identified/determined questions that may often need to be
explained and answered employing and deducing expectations/hypotheses from a
specific theory (which in this research is Signalling Theory). Therefore, in the main,
this research employs a deductive approach. Accordingly, by the end of this
research, there might be confirmation or rejection of the research

deductions/hypotheses stated at the beginning of this process. This is all very much
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part of the deductive method of research employed in this research (Saunders et

al., 2023).

However, as previously noted, in those limited occasions, when the research adopts
an Interpretivist Philosophy, the approach employed has nuances of an inductive
nature. In this inductive approach, the research is used to develop theories rather
than to test pre-ordained forms of them (Saunders et al., 2023). Thus, in these
limited instances, the research's approach is inductive, when it provides interpreted
insights while applying Signalling Theory to the empirical findings and analysis of

the relevant CGD quality.

5.5 Research strateqgy

The research strategy is the third layer in the “Research Onion”. After considering
the different research strategies, potentially employable in order to answer the
research questions and meet its objectives, for this research, the research strategy

selected is the archival'? research strategy.

The archival research strategy enables historic data to be obtained. It benefits from
an “archived” store of administrative records and documents as its principal source
of data. These historic data have already been generated and, most often, made
available to the public. In the present research, they can be obtained from a range
of sources, such as corporate annual reports, BoD reports, company websites, and
several other sources of publicly available and accessible data. Archival research
strategy enables such relevant records (as indicated in the previous sentence) to be
identified and categorised into data, which can then be analysed by the researcher

using quantitative or qualitative techniques (Saunders et al., 2023).

12 Some methodologists refer to archival research strategy as being conducted using locked and
restricted databases, i.e., databases kept away from the general public. However, one could have
used the term "near-archival” for this research to indicate that the data is archival and accessible to
the general public. Therefore, the term "archival" is retained throughout this research.
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The present research focuses and evaluates CGD quality. The data used for that
evaluation is publicly available in open access electronic archives. Consequently,
this research is archival, as it is done with the use of the archive of electronic
documents and information that are publicly available and primarily intended for the
U.K. and Egyptian stakeholders. This leads to the fourth and next layer of the

“Research Onion”.

5.6 Research method(s)

The fourth layer of the “Research Onion” relates to the method of conducting this
research. The choice of method for this research is principally quantitative methods
as they are most appropriate in the attempt to answer the questions and to test the
hypotheses of this research. However, as explained previously, in some limited
measure, qualitative and/or subjective explanations are also employed.
Nevertheless, the primary method of data analysis is quantitative/statistical.
Accordingly, as the principal nature of this research is empirical using quantitative
data, then the principal research method employed for it should be regarded as

being quantitative as well.

5.7 Research time-horizon

The fifth layer of the “Research Onion” is the time horizon. The research time
horizons can be either cross-sectional or longitudinal. A cross-sectional time horizon
captures case-observations at a particular moment in time (Tan, 2008; Tan and
Jolani, 2022). On the other hand, a longitudinal time horizon provides observations
within and between case-observations over a period of time. For the purpose of this
research, the time horizon is longitudinal as it evaluates firm-year observations, i.e.,
case-observations over the time period covering corporate filings in the years 2019,
2020, and 2021. Moreover, these filings are for the very same cases and
observations for each of these three years. Accordingly, this longitudinal time
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horizon provides more time-progressive insights into the effect of certain
characteristics on the CGD quality within and between the research

cases/companies.

In order to ensure viability of the research, and better understand the data itself,
after conducting the literature review, the researcher initially collected a non-
statistical haphazard sample of data for the research to determine if the intended
statistical exercises were indeed “doable”. This exercise proved viable and fruitful.
Thus, the decision to so proceed was made. The formal process of the full data
collection itself started in year 2022. Therefore, at that point in time, the years
selected for the data collection were the most recent available, i.e., 2019, 2020, and

2021.

In order to better study the CGD quality for the same set of the U.K. and Egyptian
companies, and consistent with the longitudinal criteria, it is more meaningful to
observe them over the same period of time and for three consecutive years (a
classic illustration of longitudinal research - Saunders et al., 2023). Therefore, each
individual company or research case is investigated over the three different testing
periods. These testing periods are divided into annual periods covering the three
annual periods for each of the years 2019 to 2021. This is precisely a longitudinal
time horizon. Furthermore, the same individual company or research case is
investigated for the same set of data items for each of these years. Thus, for each
year, the researcher collected several data items from the same company.
Consequently, overall, the research data tested conform to and are consistent with

a longitudinal time horizon.

5.8 Research techniques and procedures

After taking the time and making the decisions regarding all the prior five layers of

the “Research Onion”, this section discusses the sixth and last layer of the
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“Research Onion” —i.e., the techniques and procedures of the research, primarily in
relation to data collection and analysis. Thus, it, specifically, discusses the

techniques and procedures relating to collection and analysis of the research data.

Equally, significantly more comprehensive details relating to the research
data/cases, as well as the analysis of the cases and employed data are provided in
later sections of the chapter. Within them, the relevant dependent and independent
variables are discussed. Each variable is defined and the reasons justifying their
selection are discussed. Then, follows an explanation and discussion as to what the
data sources are and how the data collected are acquired. Additionally,
considerations relating to the data reliability, validity, ethicality, limitations, and

finally, analysis are also discussed in this section.

5.8.1 Data variables definition and justification

An identification, explanation, discussion of the dependent, independent, and
control variables and a justification for the reasons behind the selection of these
variables are provided in some of the following paragraphs. But, first the research

data/cases themselves are identified and discussed.

5.8.1.1 Sample selection (cases)

The population is defined as, the “full set of cases from which a sample is taken”
(Saunders et al., 2023). In terms of the research cases and since the focus of this
research is on both the U.K. and Egypt, there are two samples of companies in
respect of the two countries — i.e., one from each country. Regarding the U.K., the
sample is derived from companies that are listed on LSE. As for Egypt, the sample
is selected from listed companies in EGX. Details and description of the sample

incorporated into this research, from both countries follow.
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First, the U.K. companies are selected from the population of listed companies in
the LSE under FTSE100 index. The FTSE Group is a financial institution that
specialises in the management of asset exchanges and creating index offerings for

the global financial markets. In 2011, the LSE Group acquired FTSE (FTSE, 2022).

FTSE100 is a market-capitalisation weighted index of U.K. listed blue chip
companies, which are nationally recognised, well-established, and financially sound
companies. The index is part of the FTSE U.K. Index Series and is designed to
measure the performance of the 100 largest companies traded on LSE that pass
screening for size and liquidity. FTSE100 listed companies are the 100 largest

companies in terms of market capitalisation as well (FTSE, 2022).

Second, the sample of the Egyptian companies is based on listed companies in
EGX100 Equally Weighted Index (EWI)!3. On 10 May 2020, EGX launched a new
index EGX100 EWI to replace EGX100. Originally, the EGX100 tracked the
performance of only the 100 most active companies in EGX. However, EGX100 EWI
is a step forward aiming to provide better tools for current and potential investors to
be able to track the market performance and to improve and diversify the indices

offered by EGX as well (EGX, 2023a).

The EGX100 EWI index tracks the performance of the top 100 companies in terms
of liquidity and activity. The index includes the constituents-companies of EGX30
and the constituents-companies of EGX70 EWI (EGX, 2023a). Therefore, the

sample is selected from EGX100 EWI constituents-companies.

The main reason for selecting the prior mentioned indices, FTSE100 and EGX100
EWI, to be the indices which the sample of the listed companies for both countries,

the U.K. and Egypt, is selected from, is that each index includes, respectively, the

13 Many international institutions use the equal-weight index methodology as one of their methods.
The index is intended to balance the effect of price changes across its constituents, as they will weigh
1% at each quarterly review, resulting in an equal impact on index performance (EGX, 2023a).
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top 100 companies in the U.K. and Egypt. The inclusion of the top 100 companies,
of both the U.K. and Egypt, will serve the objectives of this research as to investigate
the quality of the CGD practices and will enable the comparison and evaluation of
the results of the statistical analysis in respect of the two countries. Furthermore,
the samples in prior literature which examine the CG practices, especially in
developing countries, are then mostly based on the top companies in the indices of
these countries (Shehata, 2016; Abdel-Fattah and Hussainey, 2019; Wachira,

2019).

Furthermore, according to a study of all FTSE100 companies listed in 2016,
ALmuaither and Marzouk (2019) found that the U.K. listed companies appeared to
employ 63.97% of debt financing in their total capital. Regarding EGX100, Ismail
and Obiedallah (2022) claim that managing the cost of debt financing is simpler than
managing the cost of equity financing in Egypt. Therefore, given that companies in
both the U.K. and Egypt tend to depend on debt financing, it is possible to claim that

their respective financial structures are roughly comparable.

As stated earlier, the research cases are based on the listed companies in FTSE100
for the U.K. and EGX100 EWI for Egypt. Each research case analysed has data
extracted for the years 2019, 2020, and 2021. To reach the final number of research
cases being analysed, the relevant underlying economic sectors are duly
considered and evaluated. Details relating to the initial and the final sample of

cases/companies are considered in the following paragraphs.

According to Thomson Reuters Business Classification (TRBC) system, there are
11 top level Economic Sectors (as follows) that embrace the FTSE100 and EGX100

EWI,

1. Academic & Educational Services

2. Basic Materials
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3. Consumer Cyclicals

4. Consumer Non-Cyclicals

5. Energy

6. Financials

7. Healthcare

8. Industrials

9. Real Estate

10.Technology

11. Utilities
Initially, the number of listed companies in FTSE100 was 100, under 10 different
economic sectors (there were no listed companies under Academic & Educational
Services sector) and the number of listed companies in EGX100 EWI was 102
across 11 different economic sectors. In relation to 2022, the year of the data

collection, these data sets are as stated below in Table 5.1.

Table 5.1 The initial population of FTSE100 and EGX100 EWI Listings

No. Sector Name FTSE100 EGX100 EWI Total companies
1 Financials 20 18 38
2 Consumer Cyclicals 19 16 35
3 Basic Materials 11 19 30
4 Industrials 11 14 25
5 Real Estate 4 18 22
6 Consumer Non- 12 8 20

Cyclicals
7 Technology 10 3 13
8 Healthcare 5 3 8
9 Utilities 5 1 6

10 Energy 3 1 4
11 Academic & _Educational 0 1

Services
Total 100 102 202

* Source: Refinitiv Eikon'®. Table constructed by the researcher.

14 Refinitiv Eikon (formerly Thomson Reuters Eikon) is a financial database. Eikon is a set of software
products provided by Refinitiv for financial professionals to monitor and analyse financial information.
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Although the initial number of listed companies in FTSE100 was 100 and the
number of listed companies in EGX100 EWI was 102, not all the companies listed
on the referenced indices are considered in this research. Financial companies are
excluded from both indices due to their significant varying natures, characteristics,
and reporting requirements, even though they share the same sector classification.
In total, the number of excluded financial companies are 20 and 18 for FTSE100

and EGX100 EWI, respectively.

Additionally, it was ensured that the joint U.K. and Egyptian listed companies had at
least 30 firm-year observations for each sector (10 companies x 3 years). Therefore,
it was considered that when the testable cases within an economic sector fell below
10 in total, that number would be too small and inappropriate for statistical analysis
according to the Central Tendency Theory requirement of 30 items (Kiogora and
Gathoni, 2021). Thus, in that case, sectors with less than 10 firm-year observations
are excluded for a more reliable measurement of the statistical analysis (Peasnell
et al.,, 2005; Delice, 2010; Hassaan and Salah, 2023). On that basis, further
exclusions were made for the following four sectors, Academic & Educational
Services, Energy, Healthcare, and Utilities. These sectors have, in total, from both
countries, less than 10 companies, which would have been less than 30 firm-year
observations over the three years observed. Therefore, these sectors are excluded
from the sample as the number of companies in these economic sectors are not
representative to their respective economic sectors. For the total number of
companies in both countries, they are as follows: Healthcare (8), Utilities (6), Energy

(4), and Academic & Educational Services (1).

Additionally, companies, added to the stock exchanges after year 2019, are also
excluded. As the first year to be examined for the data collection is 2019, therefore
these companies would have had missing data and for that reason, they are

excluded from the sample due to their recent listing and unavailability of data. They
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are 2 companies from FTSE100 and 8 companies from EGX100 EWI. The details
of the companies finally excluded from the initial number of companies in the sample

are presented in Table 5.2.

Table 5.2 The excluded companies from FTSE100 and EGX100 EWI Listings

Item FTsE100 X100 Total
EWI companies

Financials 20 18 38
Healthcare 5 3 8
Utilities 5 1 6
Energy 3 1 4
Academic & Educational Services 0 1 1
Added to Stock Exchange after 2019 2 8 10
Total 35 32 67

* Source: Refinitiv Eikon. Table constructed by the researcher.

After these exclusions, the final testable sample size in total contained 135
companies out of the initial population of 202 companies. 65 companies of the
testable companies were from the U.K. and 70 companies were from Egypt. They
covered the years 2019, 2020, and 2021. Finally, the testable research
cases/companies in the two samples represented six different sectors in the U.K.
and Egypt. The total number of companies in the sample as well as the specific
number of companies from the U.K. and Egypt categorised by the six different
sectors, respectively, is presented in Table 5.3. Additionally, Table 5.4 presents

further details of the final testable samples.

Table 5.3 The final testable samples of FTSE100 and EGX100 EWI Listings

EGX

FTSE 100 Total Number of % of
No. Sector Name 100 Testable firm-year 0
EWI : : sample
Sample Companies observations
Sample
1 | Consumer 19 15 34 102 25
Cyclicals
2 Basic 10 17 27 81 20
Materials
3 Industrials 11 12 23 69 17
4  Consumer 12 8 20 60 15
Non-Cyclicals
5 Real Estate 4 16 20 60 15
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EGX

FTSE Total Number of 0
100 . Y% of
No. Sector Name 100 Testable firm-year
EWI : : sample
Sample Companies observations
Sample
6 Technology 9 2 11 33 8
Total 65 70 135 405 100
* Source: Refinitiv Eikon. Table constructed by the researcher.
Table 5.4 The final testable samples details
FTSE100 EGX100 EWI
No. Number of Number of
(l:\lounr:wber_of fiL:m—yeéa? Sector Name % of % of Sector Name fiL::Tn]—yeéa? Number_of
panies ' ,pservations sample | sample observations = companies
Consumer Basic
1 19 o7 Cyclicals 29.2 24.3 Materials o1 17
Consumer
2 12 36 Non- 18.5 22.9 Real Estate 48 16
Cyclicals
. Consumer
3 11 33 Industrials  16.9 | 21.4 Cyclicals 45 15
4 10 30 Basic 154 | 17.1  Industrials 36 12
Materials ) )
Consumer
5 9 27 Technology 13.8 114 Non- 24 8
Cyclicals
6 4 12 Real Estate 6.2 2.9 Technology 6 2
Total 65 195 100 100 210 70

* Source: Refinitiv Eikon. Table constructed by the researcher.

After presenting in the above table the U.K. and Egyptian companies’ sample
sectoral details, some comments regarding the sample of both countries are

appropriate.

First, the selected six sectors in the samples are based on the total number of listed
companies in all sectors in conjunction with the data availability of each sector as

companies listed on the respective stock exchange after 2019 were excluded.

Second, apart from the Financials sector, four other sectors were excluded. This is
because the total number of companies from both countries was less than 10
(between 8 and 1). This resulted in the least number of companies being included
in the sample from the Technology sector. The total number of companies from both
countries in this sector is 11 companies enabling more than 30 firm-year
observations over the three years observed, which conform with the generally

accepted statistical minima (Kiogora and Gathoni, 2021). Accordingly, the six
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identified sectors, along with their firm-year observations, indicate that all of the
sectors included in the joint sample of the U.K. and Egypt have more than 30 firm-

year observations.

Third, the sector with the highest number of listed companies in FTSE100 is the
consumer cyclicals (19) and in EGX100 EWI is the basic materials (17). While, the
real estate is the sector with the lowest number of companies (4) in FTSE100 and
in EGX100 EWI is the technology sector (2). Eventually, the final testable samples
include 65 companies from FTSE100 and 70 companies from EGX100 EWI for the

years 2019, 2020, and 2021.

Commencing with the U.K., the following section provides a description of the

sample of each of the two countries of relevance —i.e., the U.K. and Egypt.

The U.K.

The number of testable companies in the sample of the U.K. is only 5 companies
fewer than the number of testable companies in the sample of Egypt. This is due to
the exclusion of the previously mentioned sectors, which had a very limited number
of listed companies from both countries. Table 5.5 provides a few key sectoral

details of the final testable sample of U.K. companies listed on FTSE100.

Table 5.5 Testable sample categorised by economic sector - U.K. companies

Number of N_umber of % of
No. Sector Name . firm-year
companies : sample
observations

1 Consumer Cyclicals 19 57 29.2

2 Consumer Non-Cyclicals 12 36 18.5

3 Industrials 11 33 16.9

4 Basic Materials 10 30 154

5 Technology 9 27 13.8

6 Real Estate 4 12 6.2

Total 65 195 100

This testable U.K. sample contains 65 companies with 195 firm-year observations

in total over the three years of 2019-2021 as follows:
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With 29.2% of the sample size being contained within the Consumer
Cyclicals sector and it containing the largest number of companies (19
companies), this sector enabled 57 firm-year observations. A significant
percentage of the Gross Domestic Product (GDP) of the U.K. is generated
by the services sector, which includes companies that are similar to those in
the Consumer Cyclicals sector. In 2021, the services sector contributed about
71.46% of the GDP of the U.K (O'Neill, 2023a).

The second largest sector is Consumer Non-Cyclicals. It embraced 18.5% of
the testable sample and 12 companies with 36 firm-year observations.

The third largest sector is the Industrials sector with 11 companies,
representing 16.9% of the sample size and 33 firm-year observations.

10 companies are included from the Basic Materials sector with 30 firm-year
observations, representing 15.4% of the total sample and ranked fourth in
order.

Followed by the Technology which represents 13.8% of the total sample, that
Is 9 companies with 27 firm-year observations.

Finally, the Real Estate sector is examined — This sector represents only
6.2% of the testable sample, 4 companies with 12 firm-year observations.
The reason behind this low number is that the total number of U.K. listed

companies in the Real Estate sector is 4 companies originally.

For further details on this sample, Appendix 1 presents the list of the testable U.K.

sample.

Egypt

Having provided some of the key sectoral details of the U.K. companies, the

following is a similar reveal of the relevant sample of testable Egyptian companies.

Table

5.6 presents some key sectoral details of the final testable sample of the

Egyptian companies listed on EGX100 EWI.
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Table 5.6 Testable sample categorised by economic sector - Egyptian

companies
Number of N_umber of % of
No. Sector Name . firm-year
companies : sample
observations

1 Basic Materials 17 51 24.3

2 Real Estate 16 48 22.9

3 Consumer Cyclicals 15 45 21.4

4 Industrials 12 36 17.1

5 Consumer Non-Cyclicals 8 24 11.4

6 Technology 2 6 2.9

Total 70 210 100

This sample is composed of 70 Egyptian companies with 210 firm-year observations

in total over the three years of 2019-2021 as follows:

24.3% of the sample size came from the Basic Materials sector. This is
evidenced by that sector containing the highest number of companies in the
sample, with a total of 17 companies and 51 firm-year observations. The
industry sector, which has common companies as the basic materials sector,
contributed around 30.79% of the GDP of Egypt in 2021 (O'Neill, 2023b).
The Real Estate sector followed. It was the second largest sector and
registered 22.9% of the total sample. It contained 16 companies, only 1
company less than the Basic Materials, and 48 firm-year observations. In
2021, the services sector generated more than half of the GDP of Egypt with
52.23% (O'Neill, 2023b). Companies in the services sector are similar to
those in the real estate sector.

The third largest sector is the Consumer Cyclicals sector with 15 companies,
representing 21.4% of the sample size and 45 firm-year observations.

12 companies are included from the Industrials sector. They enable 36 firm-
year observations and represent 17.1% of the total sample and ranked fourth

in order of size within.
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e The next largest sector is the Consumer Non-Cyclicals, representing 11.4%
of the total sample. The sector contains 8 companies and enables 24 firm-
year observations.

e Finally, the Technology sector which represents 2.9% of the sample size, that
is 2 companies only with 6 firm-year observations. The reason behind this
low number is that the total number of Egyptian listed companies in the
Technology sector is 3 companies originally and one company is excluded
as it was added to EGX100 EWI after 2019, consequently the data was

missing for that year.

For further details on this sample, Appendix 2 presents the list of the testable

Egyptian sample.

Having provided some key sectoral details for both (U.K. and Egypt) researched

samples, the next section now goes on to discuss the dependent variable.

5.8.1.2 Dependent variable

In this research, the dependent variable is the relevant Corporate Governance

Disclosure (CGD) Quality index score and it is a numeric computed variable. The

following paragraphs discuss, in some detail, the dependent variable and how it is

computed.

Revised and/or fresh CG regulations are important in explaining the extent or the
level of the CGD in company reports (Samaha and Dahawy, 2011). This suggests
at times of regulatory reform, listed companies' attitudes toward more meaningful
and substantive CGD quality increase as a result of regulators' efforts to increase
corporate transparency and disclosure (Samaha and Dahawy, 2011). Therefore, the
variables affecting CG need to be examined further. But, first the CGD quality

variable, the dependent variable, itself is discussed.
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Prior literature discusses CGD practices, using as a quality index, the 52 CGD items
detailed within the 2011 United Nations Conference on Trade and Development
(UNCTAD) International Standards of Accounting and Reporting (ISAR)
benchmark®® (Samaha et al., 2012; Shehata and Dahawy, 2013; Shehata, 2016).
The five categories that comprise the 52 disclosure items are shown in the following

figure.

Figure 5.2 UNCTAD (2011) 52 disclosure items classified into five categories

Ownership Structure
and Exercise of
Control Rights

(9 items)

Financial
Transparency

(8 items)

Auditing
(9 items)

Board and
Management
Structure and
Process

(19 items)

Corporate
Responsibility and
Compliance

(7 items)

As indicated in the above figure, the list of disclosure items of UNCTAD (2011) itself

comprises 52 items, which are classified into five different categories, as follows:

A. Ownership Structure and Exercise of Control Rights
B. Financial Transparency

C. Auditing

D. Corporate Responsibility and Compliance

E. Board and Management Structure and Process

The first category is Ownership Structure and Exercise of Control Rights. The
items, under this category, are mainly concerned with the disclosure of the structure

of the ownership, the process for holding Annual General Meetings (AGM), changes

15 Significantly fuller details of these disclosure items are given in the following Tables 5.7, 5.8, 5.9,
5.10, and 5.11.
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in shareholdings, control structure, control and corresponding equity stake, the
availability and accessibility of meeting agenda, the control rights, the rules and
procedures governing the acquisition of corporate control in capital markets, and the

anti-takeover measures.

Each item in the first category is briefly explained as illustrated in Table 5.7.

The second category is Financial Transparency. In this category, the financial
and operating result is a disclosure item that is required by the listing rules of the
stock exchanges. Other items, that are included for disclosure under this category,
are critical accounting estimates, nature, type and elements of related-party
transactions, company objectives, impact of alternative accounting decisions, the
decision-making process for approving transactions with related-parties, rules and
procedures governing extraordinary transactions, and finally the board’'s

responsibilities regarding financial communications.

Each item in the second category is more fully identified and briefly explained in

Table 5.8.

The third category is Auditing. The items, that are advised to be disclosed under
this category, are process for interaction with internal auditors, process for
interaction with external auditors, process for appointment of external auditors,
process for appointment of internal auditors/scope of work and responsibilities,
board confidence in independence and integrity of external auditors, internal control
systems, duration of current auditors, rotation of audit partners, and auditors’

involvement in non-audit work and the fees paid to the auditors.

The disclosure items in the Auditing category are more fully identified and briefly

explained in Table 5.9.

The fourth category is Corporate Responsibility and Compliance. This category
is mainly concerned with CSR, as well as the environmental related disclosure
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items. Items included within this category are: Policy and performance in connection
with environmental and social responsibility, impact of environmental and social
responsibility policies on the firm's sustainability, a code of ethics for the board and
waivers to the ethics code, a code of ethics for all company employees, policy on
“whistleblower” protection for all employees, mechanisms protecting the rights of

other stakeholders in business, and the role of employees in CG.

Corporate Responsibility and Compliance category disclosure items are identified

and briefly explained in Table 5.10.

The fifth category is Board and Management Structure and Process. Thisis the
largest category in terms of disclosure items. It includes more than one-third of the
disclosure items. This is an indication of the significance of this category.
Governance structures, such as committees and other mechanisms to prevent
conflict of interest, “Checks and balances” mechanisms, composition of BoD
(executives and non-executives), composition and function of governance
committee structures, and role and functions of the BoD are among the disclosure
items in this category. Additionally, other disclosure items, in this category are, risk
management objectives, system and activities, qualifications and biographical
information on board members, types and duties of outside board and management
positions, material interests of members of the board and management, existence
of plan of succession, duration of director’s contracts, compensation policy for senior
executives departing the firm as a result of a merger or acquisition, determination
and composition of directors’ remuneration, independence of the BoD, number of
outside board and management position directorships held by the directors,
existence of procedure(s) for addressing conflicts of interest among board
members, professional development and training activities, availability and use of

advisorship facility during reporting period, and performance evaluation process.
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The disclosure items in the last category, Board and Management Structure and

Process, are identified and briefly clarified within Table 5.11.
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Table 5.7 Ownership Structure and Exercise of Control Rights category

A. Ownership Structure and Exercise of Control Rights
Explanatory and evaluation question: Does the company disclose

No. Disclosure Item : ; )
meaningful details as to:
1 Ownership structure What is the company’s shareholding structure?
2 Process for holding AGM How does the company conduct AGM?
3 Changes in shareholdings What changes have occurred in shareholders' equity since last year?
4 Control structure Who is the major shareholder?
5 Control and corresponding equity stake How is the number of shares associated with voting rights?
6  Availability and accessibility of meeting agenda What is the AGM agenda?
7 Control rights What are the voting rights in relation to the control structure?
Rul_e_s_ and procedures governing the_: What are the regulations and measures for controlling a company by
8 acquisition of corporate control in capital ;
buying shares on the open market?
markets
9 Anti-takeover Mmeasures What actions does the company take to protect itself from a potential

takeover?
* Source: UNCTAD (2011). Table constructed by the researcher.
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Table 5.8 Financial Transparency category

B. Financial Transparency

No. Disclosure Item
10 Financial and operating result
11 Critical accounting estimates

12 Nature, type, and elements of related-party

transactions
13 Company objectives
14 Impact of alternative accounting decisions
The decision-making process for approving
15 : : .
transactions with related-parties
16 Rules and procedures governing extraordinary
transactions
17 Board’s responsibilities regarding financial

communications
* Source: UNCTAD (2011). Table constructed by the researcher.

Explanatory and evaluation question: Does the company
disclose meaningful details as to:

What are the results of the financial and operating activities of the
company?
What are the critical accounting estimates and assumptions
employed during the preparation of the financial statements?

What related-party transactions does the company participate in?

What are the company’s goals?
What is the effect of the accounting policies of the company on its
performance?

How are the company’s related-party transactions approved?

What are the regulations and measures for the approval of
extraordinary transactions?

What are the board’s responsibilities in respect to the financial
statements?
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Table 5.9 Auditing category

C. Auditing
Explanatory and evaluation question: Does the company

No. Disclosure Item disclose meaningful details as to:
. : o : How does the BoD interact and communicate with the internal
18 Process for interaction with internal auditors )
auditors of the company?
. . . . How does the BoD interact and communicate with the external
19 Process for interaction with external auditors -
auditors of the company?
20 Process for appointment of external auditors What are the criteria for selecting the external auditors?
21 Process for appointment of internal What are the criteria for selecting the internal auditors? And
auditors/scope of work and responsibilities what are the duties of the internal auditors?
29 Board confidence in independence and integrity  Is the BoD confident in the independence and integrity of the
of external auditors external auditors of the company?
What is the role of the internal control system of the
23 Internal control systems
company?
24 Duration of current auditors What is the duration of the contract of the current auditors?
25 Rotation of audit partners Does the company rotate its audit partners on a regular basis?

26 Auditors’ involvement in non-audit work and the ~ How much of the total fees is paid to the auditor for non-audit
fees paid to the auditors work, if any?
* Source: UNCTAD (2011). Table constructed by the researcher.
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Table 5.10 Corporate Responsibility and Compliance category

No.

27

28

29

30

31

32

33

D. Corporate Responsibility and Compliance

Disclosure ltem

Policy and performance in connection with
environmental and social responsibility
Impact of environmental and social responsibility
policies on the firm's sustainability
A code of ethics for the board and waivers to the
ethics code

A code of ethics for all company employees

Policy on “whistleblower” protection for all
employees
Mechanisms protecting the rights of other
stakeholders in business

The role of employees in CG

Explanatory and evaluation question: Does the company
disclose meaningful details as to:
How does the company commit to its environmental and

social responsibilities?

What is the impact of the environmental and social policies on

the company?

What is the code of ethics adopted by the BoD? and what are

the exceptions thereto?

What is the company’s code of ethics?

What is the company’s whistleblower protection policy?

What type of measures or policies are adopted by the
company to protect other stakeholders?

Is there a BoD member who represents the employees?

* Source: UNCTAD (2011). Table constructed by the researcher.
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Table 5.11 Board and Management Structure and Process category

No.

34

35

36

37
38
39

40

41

42

43
44

45

46

47

E. Board and Management Structure and Process

Disclosure Item

Governance structures, such as committees and
other mechanisms to prevent conflict of interest

“Checks and balances” mechanisms

Composition of BoD (executives and non-
executives)

Composition and function of governance
committee structures
Role and functions of the BoD
Risk management objectives, system, and
activities
Qualifications and biographical information on
board members

Types and duties of outside board and
management positions

Material interests of members of the board and
management
Existence of plan of succession

Duration of director’s contracts

Compensation policy for senior executives
departing the firm as a result of a merger or
acquisition

Determination and composition of directors’
remuneration

Independence of the BoD

Explanatory and evaluation question: Does the company
disclose meaningful details as to:

What are the committees of the BoD?

Are the two posts —i.e., CEO and Chairman of the BoD,
fulfilled by two different persons?

What is the structure of the company’s BoD?

What are the structure and duties of the CG committee?
What are the duties of the BoD?

What is the role of risk management?

What are the qualifications and experiences of each member
of the BoD?

What are the key executives' outside board and management
positions, if any?

Are there any material interests in transactions affecting the
company?

What is the succession plan for the board?
What is the duration of a director’s contract?

What is the company’s policy for compensating senior
executives terminated because of a merger or an acquisition?

What are the elements included in a director’'s remuneration?

How does the company ensure the independence of its board
members?
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E. Board and Management Structure and Process

No. Disclosure Item

48 Number of outside board and management
position directorships held by the directors

49 Existence of procedure(s) for addressing conflicts
of interest among board members

50 Professional development and training activities

51 Availability and use of advisorship facility during
reporting period

52 Performance evaluation process
* Source: UNCTAD (2011). Table constructed by the researcher.

Explanatory and evaluation question: Does the company
disclose meaningful details as to:

How many outside board and management position held by
the directors?

What are the measures adopted to minimise the effects of
conflicts of interest among board members?

What does the company do for board members’ professional
development and training?

When they deem it appropriate, can directors seek out
independent advisors?

What are the criteria for assessing the performance of BoD?
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After discussing the nature of the dependent variable, the following paragraphs

discuss how it is captured.

Using these 52 disclosure items of UNCTAD (2011)¢ Standards as a benchmark,
the Dependent Variable is a computed rating of the level/quality of each case’s
CGD. This variable is captured within, and termed as, its CGD Quality index (see
Tables 5.7 to 5.11). For each testable case, its CGD rating is developed using these
52 (financial and non-financial) disclosure items as identified within UNCTAD
(2011). Thus, using these items as a basis, each research case is duly examined
and appropriately quantitatively evaluated in order to develop their individual CGD
rating or score. This CGD rating, individually case-wise computed, is the dependent

variable of this research.

While developing the CGD rating for each research case, using the guidance and
explanation of the UNCTAD (2011) and UNCTAD (2006), it is important to pay
attention to each item disclosed as a whole, as each word stated in the disclosure
is important. As much as possible, the researcher is consistent and coherent in the
scoring process, so as to ensure that each company has very much the same

interpretation for the same item.

The process for the collection of the dependent variable is often described as
Content Analysis technique. Content analysis is a highly flexible research method
that has been widely used in several studies with varying research goals and
objectives (White and Marsh, 2006). Content analysis can be applied in quantitative,
gualitative, and even mixed research. It uses a wide range of analytical methods to
provide meaningful results and/or findings (White and Marsh, 2006; Gavora, 2015).

Quantitative data alone cannot provide complete explanations and/or insights. Thus,

16 As a single point of comparison between the U.K. and Egypt, the UNCTAD (2011) disclosure list
was selected because it is thought to be country-neutral.

173



it can be supported by further qualitative observations and/or phenomena such as
using the content analysis technique as an act of qualitative observations turning

into quantitative observations.

In Accounting and Finance literature, Content Analysis is commonly used to assess
the practice of companies in respect to corporate disclosure (Jones and Shoemaker,
1994; Beck et al.,, 2010). Data that is inaccessible to less invasive research
techniques can be collected more easily with the help of the Content Analysis
technique (Beck et al., 2010). Through the use of the checklist and the scoring
process, the Content Analysis technique is employed as there is no ready-made
data regarding the CGD for the research cases being analysed (Beck et al., 2010;
Samaha and Dahawy, 2010; Samaha et al., 2012; Mion and Loza Adaui, 2019; Ullah

et al., 2021).

In this present research, the Content Analysis technique is used to quantify CGD
from all publicly available information disclosed by the listed companies such as
annual reports, BoD reports, CG reports, sustainability reports, and company

websites. These sources are all used to be able to perform the scoring process.

The approach used in the scoring process is the unweighted approach, as there is
no generally recognised scientific basis or significance being assigned to a specific
item (attribute) being disclosed. As such, the most appropriate approach for this
research is the unweighted approach (Cooke, 1989; Akhtaruddin et al., 2009). On
that basis, each item evaluated in the unweighted approach is scored on the same
consistent basis —i.e., 1 if provided, 0O if not provided (Cooke, 1989; Melis and Carta,
2010). Nevertheless, as the matter of prime significance in this context of the data
collection is the disclosure (or not) of the item itself, and this is the fundamental
focus of the research, this scoring technique is considered appropriate to, and for,

the circumstances.
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Thus, as stated, on the above basis, for each of the 135 cases (65 U.K. and 70
Egyptian) the 52 disclosure items stated within UNCTAD (2011) are numerically
scored using a dichotomous (0 or 1) basis. The dichotomous basis is used to
measure CGD practices as a company is awarded a score of 1 if an item is disclosed
and 0 if not (Sekaran, 2003; Bougie and Sekaran, 2020; Saunders et al., 2023). As
per the unweighted disclosure approach, for each item disclosed, the company is
granted a score of 1, even if the item itself is not practiced properly. However, as
disclosure itself is the fundamental acid test for evaluation in this research,
disclosure of the item in a possibly less than fully meaningful manner is still
considered a disclosure, and attracts a score of 1. If the item is not disclosed, then
the score awarded is 0. The overall individual CGD score for each company is then
totaled and captured as a ratio of the total CGD items score to the maximum
possible disclosure items. The CGD score for each company is then expressed as

a percentage (see following). It is a continuous variable.

Regarding the total CGD score, the maximum score awarded to each company is
52 out of 52 as this is the total number of items in the checklist used to calculate the
CGD score for each company. While the minimum score is 1 as companies must
disclose at least their financial statements to be listed on the stock exchange. The
higher the score of the CGD the higher the level of CGD quality. Thus, a score of

(say) 52 for a company would attract a CGD quality rating of 100%.

The scale presented in the following table can be used as a guide to determine the

level of CGD quality (Shehata et al., 2014).
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Table 5.12 CGD quality level

Level of CGD quality CGD quality rating
High 80-100%
Moderate 60-79%
Low 50-59%
Very low 0-49%

As per the above table, if a company had a rating of 60%, then the level of its CGD

quality would be moderate and so on.

In the immediately following paragraphs, the independent variables are discussed.

5.8.1.3 Independent variables

After discussing the dependent variable, the next section is dedicated to the
independent variables. In terms of independent variables, there are three sets as

follows:

1) 10 company characteristics
2) 4 CG characteristics

3) 1 country variable that sits within its own set.

As such, there are 15 independent variables in total. Details of each variable and

how they are captured are given in the immediately following paragraphs.

Set One: Company characteristics

Zamil et al. (2021) determine that about 33% of the prior literature, discussing
drivers of corporate disclosure, has focused on the company-level aspect including
company age, size, profitability, leverage, and liquidity, however, their findings are
inconclusive. Accordingly, further research is needed to explore these company-
level characteristics and their impact, if any, on the quality of CGD. To that end, the
following ten company characteristics are selected for further action within this

present research. They are briefly shown in Table 5.13.
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Table 5.13 Company characteristics variables

No. Company characteristics Possible values
1 Stock Exchange Index U.K. FTSE100 or Egypt EGX30/EGX70 EWI
2 S&P ESG Index 1 if included, O if not included
3 Company age No. of years since incorporation
4 Company size Log of total assets — con'sistently total
assets expressed in US $
5 Type of auditor 1 Big 4, 0 if not Big 4
6 Cross-listing 1 if cross-listed, O if not cross-listed
" Profitability % of relevant years — net profit to average
equity

% of relevant year end — current assets less

8 Liquidity inventory to current liabilities
Ownership structure % of relevant year end — free float
10 Forelgn institutional 1ifyes, 0 if not
investors

1. Stock Exchange Index

The companies examined in this research come from two different stock exchanges,
and consequently are listed within two different stock exchange indices. Therefore,
these companies are required to abide by distinct listing requirements. Accordingly,
the indices, that companies are listed on, might also have an impact on their CGD.
For the U.K., all the companies researched are listed on FTSE100. However, for
Egypt, while all the companies are listed on EGX100 EWI, they are also listed on
either the EGX30 or EGX70 EWI. If so, such Egyptian companies are listed on two
different indices, i.e., EGX100 EWI and EGX30/EGX70 EWI. Against that fact, the
Egyptian companies listed on EGX30 and EGX70 EWI form the total number of
companies listed on EGX100 EWI. The researcher believes that the impact of the

inclusion in these two indices on the CGD quality has not been studied.

Thus, the indices variable is the first variable in the company characteristics set. The
indices of the companies were retrieved from the London Stock Exchange “LSE”
official website, the Egyptian Exchange “EGX” official website, and Refinitiv Eikon

financial database.
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The indices variable is a dichotomous variable. For the U.K., if the company is listed
on FTSE100, then it will take a score of 1 and it will take a score of O otherwise. For
Egypt, if the company is listed on EGX30, then it is assigned a score of 1, and a

score of O if it is listed on EGX70 EWI.
2. S&P ESG Index

Another index examined and integrated within this research is the S&P ESG index'’.
The effect of the inclusion in the S&P index on CGD is examined in this research as
it has been examined in prior literature, albeit mostly for developed countries (Jo
and Harjoto, 2011; Tamimi and Sebastianelli, 2017). However, it just might be the
case that companies attracting an S&P ESG rating tend to practice better and more
stakeholder beneficial CGD, while those that are not so listed, do not. On that basis,
the S&P ESG index variable is a dichotomous variable. If the company is listed on

S&P ESG, then it attracts a score of 1 and a score of O otherwise.
3. Company age

Prior literature has examined the company age and its effect on CGD and the results
were different. Some such literature finds that the impact of company age is not
significant in terms of CGD (Garas and EIMassah, 2018), while others find a positive
impact on such CGD (Zamil et al., 2021). Furthermore, others find an impact at times
even negative, possibly as a result of company rigidity (Isidro and Sobral, 2015),
while others use it as a control variable in their research (Alshbili et al., 2019). Such
considerations warranted the inclusion of the “Company Age” variable within the

relevant research computations.

17 S&P ESG (Standard & Poor’s Environmental, Social, and Governance) index scores include a total
company-level ESG score for a fiscal year, which includes individual Environmental (E), Social (S),
and economic & Governance (G) dimension scores, using industry-specific criteria scores that can
be deployed as specific ESG signals (S&P Global, 2023).
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The company age variable is measured in years from the date of incorporation of
each company to the relevant year-end — i.e., December 2019, 2020, and 2021. It
is a continuous variable calculated as the difference between the year of
incorporation to the relevant year-end. The exact date of incorporation of each
company is retrieved from Refinitiv Eikon financial database. However, the date of
incorporation of some companies were not found on Refinitiv Eikon financial

database and so had to be determined from the annual reports of each company.

4. Company size

Some prior literature suggests that the company size does not seem to affect the
CGD (Samaha and Dahawy, 2011; Al-Moataz and Hussainey, 2013). However,
Watson et al. (2002) do find some evidence of association between CGD and
company size. Berglof and Pajuste (2005) state that publicly disclosed CG
information is more frequently available in larger companies than within smaller
ones. Indeed, Samaha et al. (2012) contend that the level of CGD increases with

company size.

Taking regard for considerations of the above nature, “Company Size” is employed
as the fourth variable in the company characteristics set. This variable is proxied by
the logarithm of the total assets of the company at end of each fiscal year. Total
assets are consistently expressed in US $. The total assets of the companies were
retrieved from Refinitiv Eikon financial database. However, curiously, in some
instances when the total assets of a few companies were not found on Refinitiv
Eikon financial database, they were retrieved from the relevant financial statements

of the company itself. It is a continuous variable.

5. Type of auditor

Some evidence suggests that the degree of affiliation of the auditor with an

international firm — almost always a “Big 4” association - is one of the most significant
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variables affecting the level of disclosure by Egyptian companies (Dahawy, 2009;
Samaha and Dahawy, 2010). Therefore, if the auditor of the company is associated
with one of the Big 4 auditing firms (Deloitte, EY, PwC, and KPMGQG) it is quite

probable that the level of the CGD will be high.

Within the relevant statistical computations undertaken, the type of auditor is a
dichotomous variable. If the company is audited by one of the Big 4 audit firm, or
closely associated with one, a score of 1 is assigned and, if not, a score of O is
assigned. This type of auditor variable is a binary variable, as its two values are

either 1 or 0.

6. Cross-listing

Cross-listing of the company means that the company is listed on more than one
stock exchange. It is a proxy for the internationality of the company. Thus, cross-
listing can be used as a measure of internationalisation of companies. It likely
encourages companies to manifest better quality CGD (Attig et al., 2016; Lu and
Wang, 2021). There is some evidence suggesting that an increase in the CGD is
statistically significant and economically beneficial for cross-listed companies.
Additionally, there is further evidence indicating that cross-listing is associated with

higher disclosure quality (Shi et al., 2018; Garanina and Aray, 2021).

A company is awarded a score of 1 if it is listed on more than one stock exchange
and it is awarded the score of 0 otherwise. It is a binary variable. It is also called a

dichotomous variable.

7. Profitability

There is some evidence to indicate that the profitability of companies is one of the
main determinants of CGD quality (Al-Moataz and Hussainey, 2013). Indeed, some

authors have identified a significant positive relationship between profitability and
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CGD (Brown and Caylor, 2004; Samaha and Dahawy, 2010; Babatunde and Akeju,

2016).

Within much of the research in the domain of CG, the profitability of the company is
most commonly measured using the Return on Equity (ROE) ratio. This is the return
on shareholders' investment or equity. ROE assesses the relationship between the
company's net income and total shareholders' equity and is computed as the ratio
between net income and shareholders' equity, with the result being expressed as a
percentage. The use of this measure has been approached with some caution, as
the quantum of net income is the result of operations that belongs entirely to the
holders of common and preferred equity shares. In contrast, when using the Return
on Average Equity (ROAE) approach instead, Average Equity is utilised to allow for
the logical possibility that profitable activities accumulate equity over the course of
the year, implying that the yearly income should correspond to the midpoint of the

buildup (Salami, 2011).

Thus, ROAE is an adjusted form of ROE measure of company profitability, in which
the denominator, shareholders' equity, is changed to average shareholders' equity.
ROAE is considered to be more accurate in measuring the profitability of the

company.

Taking regard for all the above, the measure of profitability in this research slightly
varied from ROE to ROAE, which is the ratio of net income before tax to the average
common shareholders’ equity, with the result being expressed in percentage.

Understandably, therefore, it is a continuous variable.

8. Liquidity

Relevant literature suggests that the liquidity of the company is associated with the
CGD and furthermore, that it is found to be a significant variable in explaining the
intensity and quality of CGD (Ezat and El-Masry, 2008; Samaha and Dahawy,
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2010). However, in contrast, Samaha and Dahawy (2011) find that the liquidity of
the company appears to have no significant effect on CGD. Nonetheless, Al-Moataz
and Hussainey (2013), while presenting contrary evidence, counter this argument
and state that the liquidity of the company is one amongst the main determinants of

CGD.

Taking regard for arguments relating to the above, the liquidity of the company is
among the company characteristics variables employed in this research. It is
measured using the current ratio, which is computed as the ratio of current assets

(net of inventory) to current liabilities. It is a continuous variable.

9. Ownership structure

The ownership structure of the company can be assessed and determined by the
different types of equity-owners such as blockholders, government, and institutional.
Among other measures of the ownership structure is the free float percentage, which
is the percentage of the publicly traded shares in relation to the total number of
outstanding shares. However, in determining the free float percentage, shares held
by, for example, significant shareholders and company directors are excluded (Ding

et al., 2016).

Some jurisdictions impose certain requirements relating to the quantum of “Free
Float”. Accordingly, in the U.K., on December, 2011, the FTSE stated that the
minimum free float necessary for U.K.-incorporated companies to be listed on the
FTSE U.K. Index Series would increase from 15% to 25%. The FTSE U.K. Index
Series is one of the most well-known indices in the world, which includes the
FTSE100 Index, which is being investigated in this research. Prior to December,
2011, the threshold for listed companies established outside the U.K. was 50%. To
address investor concerns regarding companies based in the U.K., the FTSE

extended the threshold requirement to the U.K.-incorporated companies on
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December 14, 2011. The new listing requirement was created in response to
institutional investors' worries that majority shareholders could have

strong influence over their companies (Burgess, 2011).

Regarding Egypt, there have been several updates to the listing rules as well. Firstly,
the companies had to have at least 15% free float to be listed on EGX30, but under
the new listing rules introduced in August, 2015, companies were able to join EGX30
with at least 5% free float, as long as the market value of the free float is at least
100 million Egyptian pounds (Reuters, 2015). This change was intended to assist in
reviving trading in Egypt, which has suffered to gain investor trust throughout years
of political and economic unrest following the 2011 Revolution (Reuters, 2015).
Secondly, in January, 2020, companies had to increase their free float to be at least
10%, up from 5% (EGX, 2023d). Lastly, the rules of listing were revised to state that
the minimum free float for inclusion in EGX30 should be at least 15% (EGX, 2023b).
Regarding EGX70 EWI, the minimum free float for inclusion in the index is to be at

least 10% (EGX, 2023c).

Some literature evidence suggests that companies with high free float percentage
disclose better quality of CG practices (Ezat and El-Masry, 2008). Accordingly, the
ownership structure of the company, measured as the percentage of publicly traded
shares, i.e., the free float percentage, is one of the variables of the company

characteristics. It is a continuous variable.

10. Foreign institutional investors

Finally, within this set of company characteristics, there is some body of literature
that indicates that foreign ownership is positively and significantly associated with
the level of CGD (Barako et al. 2006; Mangena and Tauringana, 2007; Wachira,
2019). Similar literature confirms that foreign ownership is of greater influence than

that of domestic investors (Mizuno, 2010; Nakano and Nguyen, 2013).
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Taking regard for phenomena identified in the previous paragraph, the existence of
foreign institutional investors is employed as the tenth and last variable within the
set of company characteristics variables. It is reflected as a binary variable, where
the company is awarded a score of either 1 or 0. If there is at least one foreign

institutional investor, then the score is 1 and otherwise, it is O.

Set Two: CG characteristics

The second set of independent variables is related to the CG characteristics. CG
characteristics have been studied in respect to the CGD quality, in either developed
or developing countries (Barako et al., 2006; Ezat and El-Masry, 2008; Al-Moataz
and Hussainey, 2013; Alabdullah et al., 2019; Saha and Kabra, 2020). However,
examining CG characteristics in this research is employed to compare and evaluate
the CGD quality within and between listed companies in the U.K., as a developed
country, and Egypt, as a developing country. Accordingly, the following four CG
characteristics are selected for further examination within this research. They are

briefly shown in Table 5.14.

Table 5.14 CG characteristics variables

No. CG characteristics Possible values
11 CEO duality 1 if same person, 0 if two different
persons
12 BoD size no. of members of BoD
% of Independent and Non-Executive
13 BoD independence Directors to the total no. of members of
BoD
14 Audit Committee 1lifyes, 0if no

11. CEO duality

As stated earlier, the CEO is the head of the executive team of the company, while

the chairman is the head of the BoD. These are two different posts in the company
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that sometimes are occupied by the same person. When the executive manager

also serves as the BoD chairman, this is referred to as CEO duality (Elsayed, 2007).

The effect of CEO duality on corporate disclosure has been contradictory in the body
of literature (lyengar and Zampelli, 2009). There is some evidence suggesting that
the CEO duality has a significant negative effect on the CGD quality of listed
companies (Samaha and Dahawy, 2011; Samaha et al., 2012; Elbadry et al., 2015;
Samaha et al., 2015; Alabdullah et al., 2019). On the contrary, there is other
evidence suggesting that the CEO duality is positively affecting the trust in
management (Anderson and Anthony, 1986; lyengar and Zampelli, 2009; da Costa

and Martins, 2019).

In similar vein, within this research, the CEO duality variable examines whether the
previously mentioned two posts are occupied by the same person or not. If the same
person fulfills both posts — i.e., CEO and Chairman of the BoD, then the company
is awarded a score of 1. If the two positions are fulfilled by two different persons,

then the company is awarded a score of 0. It is a binary variable.

12. BoD size

Prior literature suggests that the BoD size has a positive effect on the disclosure of
CG (Ezat and EI-Masry, 2008; Samaha et al., 2015; Alabdullah et al., 2019). Indeed,
one might argue that companies with a large number of BoD have better disclosure

of CG.

Taking regard for the phenomena highlighted in the previous paragraph, within this
research, the size of the BoD is employed as the second variable within the set of
CG characteristics. It is a count of the number of the members of the BoD and is a

discrete variable.
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13. BoD independence

As stated earlier, the BoD is composed of Executive and Non-Executive Directors,
as well as Independent Directors'8. The proportion of the independent and non-
executive directors to the total number of the members of the BoD measures the
independence of the BoD. Prior literature states that companies with a high
proportion of independent directors have a better CGD and furthermore, that the
board independence is among the main determinants of CGD (Ezat and El-Masry,
2008; Samaha and Dahawy, 2010; Samaha et al., 2012; Al-Moataz and Hussainey,
2013; Samaha et al.,, 2015). However, Barako et al. (2006) find that the
independence of the board is significantly negatively associated with the disclosure

in a developing country.

Therefore, the independence of the BoD variable is proxied by the percentage of
non-executive and independent directors on the board in relation to the total number

of BoD. It is a continuous variable.
14. Audit Committee

Relevant literature states that the existence of an Audit Committee among the BoD
committees is positively and significantly associated with CGD (Barako et al., 2006;
Samaha and Dahawy, 2010; Al-Moataz and Hussainey, 2013; Samaha et al., 2015).
If so, it becomes more than pertinent to examine this feature within the context of
the present research and countries of interest — i.e., U.K. and Egypt. Accordingly,
the presence/absence of an audit committee is included as one of the research

variables within the set of CG characteristics.

18 a) Executive Directors hold a distinct position of authority within the company and have better
access to internal information (Nicholson and Kiel, 2007; Basco et al., 2019). b) Non-Executive
Directors have a variety of and more objective insights on the company's issues due to their varied
backgrounds and experiences (Filatotchev, 2006; Basco et al., 2019). c) An Independent Director
does not have a material relationship with the company. He is not a member of the executives of the
company and therefore, he is not part of the day-to-day operations of the company (CFI, 2022).
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The existence of the audit committee is a binary variable. A company is awarded a

score of 1 if there is an audit committee and 0 if this is not the casel®.

Set Three: Country variable

After considering the independent variables under the two sets of company
characteristics and CG characteristics, the last independent variable is discussed in

the following paragraph.

15. Country

The fifteenth and last independent variable is the country. This variable is the

country in relation to each research case/company, i.e., the U.K. and Egypt.

Bae et al. (2018) stated that there are numerous studies for developing countries,
namely South Asian countries. Moreover, Zamil et al. (2021) revealed that there
were no cross-country studies that took into account the African stock markets, while
they were all focused on the Asian and European stock markets. Accordingly, this
research examines CGD quality in Egypt (representing a developing country in

Africa), as well as the U.K. (representing a developed country in Europe).

Lozano and Martinez-Ferrero (2022) examined the effect of some company and CG
characteristics on the CGD in developing, as well as developed countries. The
results revealed that the BoD is the primary factor affecting CGD in developing and

developed countries. However, in developed countries, the ownership effect is also

19 The De Jure status of the existence of an audit committee is a must as per the U.K. and Egypt
listing requirements of their respective stock exchanges. However, the De Facto status of the
existence of an audit committee is slightly different. For the U.K., the existence of the audit committee
has been fulfilled by all the 65 companies of the sample. For Egypt, nearly 2% of the sample with 4
firm-year observations had no audit committee among the committees of their BoD. These 4 firm-
year observations relate to 2 companies only of the sample. One company had no audit committee
for the three-year period of observations. The other company had no audit committee in only one
year.
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having a significant role. Therefore, in this research, the country is considered a

variable to examine its effect on the CGD quality.

The country variable is a binary variable. A company is awarded a score of 1 if it is

listed in Egypt and O if it is listed in the U.K.

After discussing the independent variables, the following table provides the details

of each variable.

Table 5.15 Independent Variables Details
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Variable Name

Stock Exchange

Index

S&P ESG Index

Company age

Company size

Type of auditor

Cross-listing

Profitability

Liquidity

Ownership
structure

Foreign institutional

investors

CEO duality

BoD size

BoD independence

Audit Committee

Variable
Type

Binary

Binary

Continuous

Continuous

Binary

Binary

Continuous

Continuous

Continuous

Binary

Binary

Discrete

Continuous

Binary

Variable Value

U.K.: 1 if the company is listed on FTSE100
and O if not.
Egypt: 1 if the company is listed on EGX30 and
0 if the company is listed on EGX70 EWI.

1 if the company is listed on S&P ESG and O if
not.

Measured in years from the date of
incorporation of each company till December,
2019, 2020, and 2021.

Proxied by the logarithm of total assets of the
company at end of each fiscal year. Total
assets — consistently expressed in US $

1 if the company is audited by a Big 4 affiliation
and 0 if not.

Cross-listing of the company in more than one
stock exchange, as a proxy for the
internationality of the company, 1 if cross-listed
and 0 if not.

Proxied by the ROAE and computed as the
ratio of net income before tax to average
common shareholders’ equity.

Proxied by the current ratio, which is computed
as the ratio of current assets (net of inventory)
to current liabilities.

Measured as the % of publicly traded shares,
i.e., the free float %.
1 if there is at least one foreign institutional
investor and 0 if not.

1 if the same person occupies both CEO and
Chairman of BoD and 0 if the two posts are
held by two different persons.

The number of members of the BoD.

Proxied by the % of Independent and Non-
Executive Directors on the board in relation to
the total number of members of BoD.

1 if there is an audit committee and 0 if not.
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Variable

Set  No. Variable Name Variable Value
Type
>
1= . 1 if the company is listed in Egypt and O if the
= = ity N company is listed in the U.K.
@)

5.8.1.4 Control variables

Following the discussion of the independent variables, the following section focuses
on the control variables considered within this research. Control variables are still
considered variables, which are kept constant throughout the research and are not
part of the research itself (Schjoedt and Sangboon, 2015; Elmghaamez and
Olarewaju, 2022). They are kept constant in order to control their influence on the
dependent variable. As stated, in this research, there are two control variables as

follows:

1. Industry type

2. Year

The next paragraphs provide details on each control variable and how it is captured,

along with the justification for the use of each as a control variable.

1. Industry type

The impact of the industry type on the level of CGD is inconclusive, as Samaha and
Stapleton (2008) suggest that there is no association between the industry type and
CGD. On the other hand, some literature finds that there is a positive association
between the industry type and CGD (Watson et al., 2002; Aly et al., 2010; Samaha
and Dahawy, 2010; Hassan, 2012; Samaha et al., 2012). However, in this research,
the industry type is used as a control variable to control the effect of the different

industry types/economic sectors on CGD quality. This is due to the small sample
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sizes regarding some of the individual sectors within the testable sample of each

country of interest.

As discussed earlier, the industry classification used in this research is TRBC. There

are 11 top level Economic Sectors, according to TRBC, as follows:

1. Academic & Educational Services
2. Basic Materials

3. Consumer Cyclicals

4. Consumer Non-Cyclicals

5. Energy

6. Financials

7. Healthcare

8. Industrials

9. Real Estate

10.Technology

11. Utilities

However, after several exclusions, the final testable cases came from within 6

economic sectors only as follows:

1. Real Estate

2. Basic Materials

3. Consumer Cyclicals

4. Consumer Non-Cyclicals
5. Industrials

6. Technology

In order to have a comparable set of companies, the TRBC classification is adopted

for the same six sectors for both the U.K.and Egyptian listed companies.
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Accordingly, the industry type is a control variable of a categorical nominal nature.

It consists of 6 categories, which are coded as follows:

[ERN

. Real Estate is the reference category (code = 0)

N

. Basic Materials (code = 1)

3. Consumer Cyclicals (code = 2)

4. Consumer Non-Cyclicals (code = 3)

ol

. Industrials (code = 4)

(o2}

. Technology (code = 5)

The next control variable is the year observed.

2. Year

The year variable represents the year fixed effect. This variable is controlling,
adjusting, and fixing the effect of the year variable on the models. The year is a
control variable of a categorical nominal nature. It consists of 3 categories, which

are coded as follows:

1. Year 2021 is the reference category (code = 0)

2. Year 2020 (code = 1)

3. Year 2019 (code = 2)

After exploring the sample, dependent variable, independent variables, and control
variables, the next paragraphs discuss, in some detail, aspects relating to the data

collection for the research variables, primarily their sources and acquisition.
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5.8.2 Data collection

The data collection process started by extracting the names of the companies listed
on EGX100 EWI and FTSE100, which represent the population for this research.
Then, the data for each company were collected for each of the years 2019, 2020,
and 2021. The collected data are all publicly available data to ensure that these data
are accessible to different stakeholders and hence, will be a reflection of the extent
and quality of CGD practices of the listed companies in both the U.K. and Egypt.
Publicly available data?® include, and not limited to, annual reports, management
release reports, press reports, ESG reports, BoD reports, CG reports, and

sustainability reports.

5.8.2.1 Data sources

In this research, the data are collected from five different data sources as presented

in the following table and later explained in the paragraphs that follow.

Table 5.16 Data sources

No. Data source U.K. Egypt
1 London Stock Exchange official website V
2 Egyptian Exchange official website \
3 Refinitiv Eikon financial database V V
4 The official websites of relevant companies \ \
5 S&P Global official website v v

As presented in the above table, the five data sources basically are publicly
disclosed and accessible for all stakeholders. The table lists the data sources that
were used in relation to each country of interest in this research (i.e., the U.K. and
Egypt). The following paragraphs discuss each data source of the five different data

sources.

20 Issues related to data and research ethicality are considered in Section 5.8.4.
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The first and main source of data for the listed U.K. FTSE100 companies is the
London Stock Exchange “LSE” official website

https://www.londonstockexchange.com/. This website is a source that identifies the

constituents of the companies listed on FTSE100.

In terms of the listed Egyptian companies, the main (and second) source of data, is
the Egyptian Exchange ‘EGX” official website

https://www.egx.com.eg/en/homepage.aspx. This website is a source of the

constituents of the companies listed on EGX100 EWI. This source also enabled
access to the BoD reports and the CG reports for the companies. As required, they
were downloaded, individually, for the three years’ period of this research, i.e., 2019-

2021.

The third source of data is the financial database Refinitiv Eikon (formerly Thomson
Reuters Eikon). Eikon is a set of software products provided by Refinitiv for financial
professionals to monitor and analyse financial information. It provides access to real
time market data, news, fundamental data, analytics, trading, and messaging tools.
Refinitiv Eikon is a source of U.K. and Egyptian listed companies’ different reports,
such as Annual Reports, Financial Reports, Sustainability Reports, Management
Press Releases, and other Press Reports. It has most of the reports submitted by

companies to their respective stock exchanges.

Other data extracted from Refinitiv Eikon are data that can be retrieved in Screener

application and these are the following variables:

e Company age

e Company size

e Profitability

e Liquidity

e Ownership structure
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e CEO duality

e BoD size

e BoD independence
e Audit Committee

e Industry type

Other variables could not be found in Screener application. The cross-listing variable
had to be collected individually from each company’s profile on Refinitiv Eikon.
Moreover, the data on the existence of foreign institutional investors is displayed in
a document titled “Shareholders’ Report”. Thus, it had to be downloaded for each
individual company. Additionally, the type of auditor variable was not available and

had to be retrieved from the Annual Reports of each individual company.

Although Refinitiv Eikon has data on all listed companies, most of the Egyptian
companies’ data was not available. Thus, it had to be retrieved from the Annual

Reports of these companies.

The fourth source of data is the official websites of relevant companies within the
U.K. and Egypt. The data extracted from the official website of companies can be in
the form of reports or part or section on a page on the website. Generally, the
companies’ official websites were used to retrieve any missing data item from the

prior sources of data.

The fifth and last source of data is the official website of S&P Global for S&P ESG

scores https://www.spglobal.com/esg/scores/results. Each company was searched

one by one to check its inclusion in the S&P ESG index for the three years, i.e.,

2019-2021.

After discussing the various data sources, the next section discusses the key
aspects relating to acquisition of the data for the research from within their identified

sources.
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5.8.2.2 Data acquisition

The data sources for this research are all publicly available disclosed data.
Therefore, the data extracted and collected depend mainly on the integrity of the
reporting by the relevant listed companies. The listed companies prepare different
reports and disclose them along with other format of data on their website.
Furthermore, these reports are sent to the respective stock exchange. These data
are disclosed for different stakeholders, and also are collected for the purpose of

this research.

In order to collect the required research data for testing, of necessity, the research
must rely on the integrity of the documentation published — most of which would
have been professionally and independently audited. Thus, it is less likely to contain
bias and subjective judgments or opinions. On that basis, such documentation is
distinguished by its precision, reliability, and validity, and equally, of the data
collected from it (Sekaran, 2003; Bougie and Sekaran, 2020; Saunders et al., 2023).
Therefore, such documentation serves as a rigorous and objective source of

data for this research.

Although the data acquired for this research are publicly available data, there were

some challenges during their acquisition as discussed in the following paragraphs.

At first, the data acquisition process initially started using Bloomberg financial
database located at LSBU. Then, due to the pandemic and the travel restrictions,
the data collection using this source could not be completed. Fortunately, Refinitiv
Eikon financial database was available at BUE. But because different financial
databases may utilise different approaches to measurement, the researcher had to

disregard any of the data acquired from Bloomberg.

Refinitiv Eikon made it easier to collect a number of variables at once, although not

all of the variables of the U.K. listed companies and the majority of the variables of
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the Egyptian listed companies could have been collected in a ready-made manner.
As a result, several corporate reports were collected to look for these missing

variables.

The next sub-section discusses the reliability and validity of the data.

5.8.3 Data reliability/validity

The data for this research are, in genesis terms, secondary data. This means that
the data had been already prepared and made public by other parties. While this
does not totally guarantee the reliability and validity of it, a good degree of these are
likely to be present as the data has been professionally and independently audited

— often by a Big 4 auditor affiliation.

The reliability is the accuracy in measurement of the data item (Sekaran, 2003). The
degree to which a measure is bias-free (error-free) determines its reliability, which
guarantees consistent measurement over time and across the data items. In other
words, the reliability of a measure is an indicator of the firmness and uniformity with
which the data assess the subject and contributes in determining the "goodness" of

a measure (Sekaran, 2003; Bougie and Sekaran, 2020; Saunders et al., 2023).

Even though the data for this research are secondary data, as indicated previously,
certain statistical tests are conducted to ensure its reliability. Thus, the Cronbach's
Alpha statistical test is used as shown in Table 5.17. Cronbach's Alpha measures
the consistency or reliability between a set of items, measurements, or ratings. In
other words, it evaluates the reliability of a rating, which would reflect the stability of

the method used to develop this rating (Bujang et al., 2018).
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Table 5.17 Cronbach's Alpha for the CGD index scores using the UNCTAD

(2011) 52 CGD items

ltem Cronbach's No. of
Alpha ltems

CGD index (all 5 categories) 0.920 52
Category A: Ownership Structure and 0.796 9
Exercise of Control Rights '
Category B: Financial Transparency 0.684 8
Category C: Auditing 0.718 9
Categqry D: Corporate Responsibility and 0.664 7
Compliance
Category E: Board and Management 0.864 19

Structure and Process

Table 5.17 reveals that the CGD index scores (manually determined by the
researcher using the previously referenced UNCTAD (2011) 52 CGD items) has an
Alpha coefficient of 0.92. In other words, the CGD index scores has a reliability of
92%, which is much above the generally acceptable level of 60% (Henseler and
Chin, 2010; Bujang et al., 2018). Accordingly, the data may be regarded as being

highly reliable.

Regarding each individual category of the CGD index scores, Alpha coefficient
ranges from 0.664 (Category D: Corporate Responsibility and Compliance) to 0.864
(Category E: Board and Management Structure and Process). Then, the overall
reliability of the CGD index scores of individual categories is between 66.4% and
86.4%, which is higher than the generally acceptable level of 60% (Henseler and
Chin, 2010; Bujang et al., 2018). This would suggest that scores are consistently
assigned and that the scoring process is consistent throughout the data collection

process and for all categories of the CGD index.

It is worth noting that reliability is an essential, but not sufficient, requirement for the
test of a measure's goodness. One could measure an idea with high stability and

consistency, for instance, but it might not be the concept that was intended to be
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measured. Therefore, the validity is employed to assure that a scale can measure

the intended concept (Sekaran, 2003).

To be able to ensure validity in this research, the collected data items are carefully
selected in order to answer the research questions and achieve the
research intended outcomes. This is accomplished through reviewing earlier
empirical research and CG Codes of the two countries of interest — i.e., U.K. and
Egypt, as well the codes of other countries. Therefore, validity is enhanced by
ensuring that the appropriate data item is being measured, and is duly reconfirmed

(Sekaran, 2003).

5.8.4 Ethicality

As stated previously, all the data collected for the purpose of this research are
publicly available. Indeed, this research is concerned with the quality of CGD
practices of only listed companies who make such data publicly available.
Therefore, in terms of the data themselves, there are no ethical nor confidentiality
concerns during the conduct of this research. The type of collected data and
ethicality/confidentiality issues are inter-related and therefore, this matter is

discussed in the immediately following paragraph.

The collection of data was accomplished through the access to existing sources
(such as company website, published reports ...etc.). Therefore, the data collected
are disclosed and accessible to all stakeholders. All the data/information intended
for use in the research is publicly disclosed and therefore can be obtained from
publicly available sources. In other words, they are data that already exist and do
not have to be collected by the researcher from the primary source (Sekaran, 2003;
Bougie and Sekaran, 2020; Saunders et al., 2023). Accordingly, all the collected
data are secondary data and not primary data. Thus, ethical issues relating to data
sourcing and sources are not envisaged and no ethical clearance was required from
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either LSBU or BUE. Nevertheless, the researcher ensured that at all times while
conducting the research, appropriate LSBU and BUE ethical codes were

consistently and fully complied with??.

The next paragraphs discuss the data limitations.

5.8.5 Data limitations

In order to identify opportunities for progress and prosperity in future research, it is
inevitable to have some limitations in the data of any social science research. The
data limitations in this research are in regard to the time period covered and the

sample size.

The first limitation refers to the time-frame of the research. As stated earlier, the
process described for the collection of the dependent variable, i.e., CGD quality
index score (the 2011 UNCTAD 52 CGD items), is called Content Analysis
technique. This technique requires a considerable amount of time and effort.
Therefore, the time period for the research examines data collected of listed

companies for three years, namely 2019-2021.

During these three years, CGD has much evolved and continues to evolve. It is
expected that in the coming years, there will be even more changes and
developments in terms of the level of quality of CGD - if only because additional
requirements within statutes and codes are adopted. Additionally, companies and
stakeholders are likely to become more aware of the importance of even better CGD
practices. In the future, it is expected that more companies will adopt better practices

of CGD.

21 | SBU Code of Ethics: https://www.Isbu.ac.uk/ _data/assets/pdf file/0004/111847/ethics-code-of-

practice.pdf
BUE Code of Ethics: https://www.bue.edu.eg/powerpoints-academic-honesty/
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The second data limitation is the sample size. In this research, the listed companies
examined are 65 U.K. listed companies and 70 Egyptian listed companies.
According to the Central Tendency Theory requirement of 30 items, the sample
sizes of the U.K. and Egyptian listed companies do conform with the generally
accepted statistical minima (Kiogora and Gathoni, 2021). Nevertheless, for the
individual Technology sector within the testable sample of Egypt, the number of
companies is relatively small. This is mostly because of the advanced nature of such
sector and the fact that Egypt, as a developing country, did not have many listed
companies in that particular sector initially. For that reason, to address this limitation,
this research's regression models considered the industry types/economic
sectors as a control variable to control the effect of this variable on the dependent
variable, i.e., the CGD quality. Accordingly, within future research, the number of
companies to be examined could be increased, especially in the Egyptian context

as a representation of a developing country.

The sixth and last section with respect to the techniques and procedures is the data

analysis.

5.8.6 Data analysis

Having discussed the pertinent sample selection and the appropriate dependent and
independent variables, the following paragraphs display how the data is analysed.

But, first the type of data itself is discussed.

The data variables collected in this research are panel data as they cover the period
of three years, i.e., 2019, 2020, and 2021. And as they are for the same variables
for the three years, they are considered to be longitudinal data. A longitudinal data
set, often within a panel data set, is one that observes a sample of cases over time,
allowing for a good number of observations for each case in the sample (Hsiao,

2022).
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On the contrary, in cross-sectional data, research cases are measured at a specific
point in time. In such cases, the differences in characteristics of the cases are the
only source of variation that may be utilised to explain the outcome in the cross-
sectional analysis (Tan, 2008; Tan and Jolani, 2022). On the other hand, longitudinal
data analysis provides significant advantages over cross-sectional data because it

can differentiate between variance within cases and variance between cases.

Some advocates of longitudinal data analysis have argued that within case
comparisons are more important than between case comparisons. That means that
variances in variables for a given research case from one point in time to the next
are more important to focus on than variances in variables between different cases
at a specific point in time. In other words, in relation to longitudinal cases, it is the
between-time comparisons for the same cases that are more of focus, than the
between-case comparisons at particular points in time. However, there are
arguments that both types of analysis are important as each serves a different

purpose (Tan, 2008; Leppink, 2020).

Accordingly, the data in this research is considered to be longitudinal, in most of the
data analysis. Exceptionally, for some descriptive analysis, there is a need to
analyse the data in a cross-sectional manner. This is done particularly to further

examine the difference between CGD index scores over the three years observed.

In terms of data analysis, as appropriate, the dependent and independent variables
are analysed using the SPSS and EViews statistical software packages. Such
software has enabled appropriate Correlations Analyses, Multiple Regression
Analyses, Analysis of Variance (ANOVA), and T-Test to be performed as illustrated

in the following figure.
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Figure 5.3 Data analysis

Data Analysis

Correlation Regression Models
Pearson’s correlation Three sets Business Sectors
matrix (nine models)
* U.K. « Company * Analysis of Variance
characteristics (Intra-country)
- Egypt * UK., Egypt, * UK.
JOlntly « Egypt
* CG characteristics
° UK! Egypt, e T-test
Jointly (Inter-country)
* Company and CG e UK.
characteristics . Eqvpt
* UK., Egypt, HP
Jointly

Initially, the data variables, or meaningful “mixes” of them, are analysed/evaluated
while considering appropriate series of resultant Correlations and Multiple

Regressions.

Correlations Analysis is used to reveal any relation between the dependent and
independent variables (to check the strength and direction of association) and
between the latter themselves (to check for multicollinearity occurrences).
Regression analysis is appropriate for this research as it indicates not only the
nature of any relationship between the dependent and independent variables, but
also assesses the degree of the strength of this relationship between the dependent

and independent variables (Saunders et al., 2023).

Pooled Ordinary Least Squares (OLS) Regression with Panel-Corrected Standard

Errors (PCSE) is conducted to test the dependency between the dependent and
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appropriate “mixes” of independent variables. The PCSE approach for estimation is
adopted as it simultaneously corrects autocorrelation, cross-sectional dependence,
and heteroscedasticity to improve parameter efficiency (Beck and Katz, 1995; Chen

et al., 2010; Doku et al., 2019).

As indicated within previous considerations, the purpose of undertaking the
development of these Regression models is to check, within three distinct sets,
using in each set the CGD Quality as the dependent variable, what are the key
independent variables (characteristics) that help determine the value of the former
— i.e., CGD Quality — the dependent variable. Understandably, each of the three
sets warrant their own and distinct Regression model as later presented.
Thereupon, the research develops nine potentially inferential multiple regression
models. Eight regression models are developed as subsidiaries models in order to
test and check the robustness of the results of the main and ninth model (Model

C.3) for consideration, evaluation, and discussion.

As aresult, the multiple regression analysis was conducted on three separate levels,

with three different models on each level, as follows:

First, the company characteristics set is tested on the samples of the U.K. and

Egypt separately and then, on the samples of the U.K. and Egypt jointly.

Second, the CG characteristics set is tested on the samples of the U.K. and Egypt

separately and then, on the samples of the U.K. and Egypt jointly.

Third, the company characteristics and CG characteristics sets combined are
tested on the samples of the U.K. and Egypt separately and then, on the samples

of the U.K. and Egypt jointly.

The following figure illustrates the details of the nine regression models.
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Figure 5.4 The nine regression models

Sets of Models

| |

Set A SetB SetC
Company CG Company and CG
Characteristics Characteristics characteristics
I
U.K. Model A.1 |  Model B | Model CA1
Egypt Model A.2 —  Model B.2 | Model C.2
Jointly | Model A.3 i Model B.3 Model C.3

As illustrated in the above figure, the following paragraphs detail the description of

each model of the subsidiaries models as well as the main model (Model C.3).

Set A Models focuses only on company characteristics. This set includes 3 Models

as follows:

e Model A.1 focuses only on data and variables relating to the U.K.
e Model A.2 focuses only on data and variables relating to Egypt

e Model A.3 focuses on data and variables relating to the U.K. and Egypt

Set B Models focuses only on CG characteristics. This set includes 3 Models as

follows:

e Model B.1 focuses only on data and variables relating to the U.K.
e Model B.2 focuses only on data and variables relating to Egypt

e Model B.3 focuses on data and variables relating to the U.K. and Egypt
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Set C Models focuses on company characteristics and CG characteristics. This set

includes 3 Models as follows:

e Model C.1 focuses only on data and variables relating to the U.K.
e Model C.2 focuses only on data and variables relating to Egypt

e Model C.3 focuses on data and variables relating to the U.K. and Egypt

Having provided some detail of the three sets, the immediately following table shows

the Multiple Regression Models themselves.

Table 5.18 Regression Models

Model @ Model _
Set Name Regression Model
CGDit = a + B1INXit + B2S&Pit + BsCAGi + B4CSlit + BsTOA +
CRLit + B7PROit + BsLIQit + BoOWSit+ FINit +
A.1 and Be it + B it + BsLIQit + Bo it B10FINit

A.2 15 17
Z B]INDlt + z Bk YERit + 8it
]:11 k=16

Sl CGDit = a + B1CTYit + B2S&Pit + B3CAGit + B4CSlit + BsTOAIt
+ BsCRLit + B7PROit + BsLIQit + BaOWSit+ B1oFINit +
A.3
15 17
Z B]INDlt + Z Bk YERit + 8it
j=11 k=16
CGDit = a + B1CEOit + B2BSlit + B3BINit + B4AUDi +
B.1 and 9 11
B.2 B]INDlt + Z Bk YERit + Eit
j=5 k=10
Set B
CGDit = a + B1CTYit + B2CEOQOit + B3BSlit + BaBINit + BsAUDit +
10 12
B.3 B]INDlt + Z Bk YERit + 8it
j=6 k=11
C.1and o _ _ _ : :
CGDit=a+ BllNXIt + BZS&Plt + BSCAGlt + B4CS||t + B5TOAIt +
Set C C.2

BsCRLit + B7PROit + BsLIQit + BoOWSit+ B1oFINit + B11CEOit +
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Model ~ Model Regression Model

Set Name
19
B12BSlit + B13BINit + B14AUDit + z B;IND;; +

j=15

21

2 Bi YER;, + Ei
k=20
CGDit = a + B1CTYit + B2S&Pit + B3CAGit + B4CSlit +
BsTOAIt + BsCRLit + B7PROit + BsLIQit + BoOWSit+ B1oFINit
C3 19

+ B11CEOit + B12BSlit + B13BINit + B14AUDit + Z B;IND;;
5

j=1

21
+ z By YER;, + it
k=20

The key to the variables is presented in the following table,

Table 5.19 Key to variables

Label Variable Name
CGD Corporate Governance Disclosure Quality index
INX Stock Exchange Index
S&P S&P ESG Index
CAG company age
Csl company size
TOA type of Auditor
CRL cross-listing
PRO profitability
LIQ liquidity
Oows ownership structure
FIN foreign institutional investors
CEO CEO duality
BSI BoD size
BIN BoD independence
AUD Audit Committee
CTY country
IND industry type
YER year fixed effect
a constant
B regression coefficient
[ company
t time
€ error term
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The fundamental nature of the variables (dependent, the several independent, and
control variables) is the same across all nine models. Understandably, however, the
numerical values attached to each of the cases within each of the models will

inevitably be unique and different.

Taking good regard for the summary provided in the following table, each of the
models determined are developed using the appropriate variables as follows and

where a is the constant of the resultant model:

Table 5.20 Models Summary

Considered within models*

o , Set A SetB Set C
O =
S @ Independent Variables Company oG Company and CG
5 Characteristics Characteristics Characteristics
o>
o No. Label Name Al A2 A3 B1 B2 B3 Cl1 C2 -
1 | INx | StockExchange |y | g | | oy | x X N A -
Index
2 S&P | S&P ESG Index = v S X X X Y S -
3 CAG Company age \/ v \/ X X X y \ -
4 csl Company size S NN X X X Y S -
5  TOA  Type of auditor \/ v \/ X X X y \ -
6 CRL Cross-listing S NN X X X Y S -
> 7  PRO Profitability J NN X X X l J -
T
o 8  LIQ Liquidity v o N A X X X v N -
[a)
Q Ownership
O 9 ows structure v o N4 X X X v v -
Foreign
10  FIN institutional S \ S X X X \ S
investors
11 CEO CEO duality X X X x/ v v v \ -
12 BSI BoD size X X | X S \ \ \ S -
13 | BN | . BoD X X X v A NN N
independence
14  AUD | Audit Committee = X X X \ v Y Y J -
15 CTY Country X X A X X v X X -

*Considered within models as follows: 1- U.K., 2- Egypt, 3- U.K. & Egypt.
After presenting the models, the following table is a summary of the research

guestions, objectives, and hypotheses.
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Table 5.21 Research Questions, Objectives, and Hypotheses

No.

Research
Question

What insights does
Signalling Theory
offer and how
might it serve to
potentially respond
to the following
further questions?

What company
characteristics
are manifest in,
and-or possibly
influentially
associated with,
companies
exhibiting
particular
levels/qualities of
CGD?

What CG
characteristics
are manifest in,
and-or possibly
influentially
associated with,
companies
exhibiting
particular
levels/qualities of
CGD?

What country-
specific
characteristics
are manifest in,
and-or possibly
influentially
associated with,
companies
exhibiting
particular
levels/qualities of
CGD?

What insights, in
terms of the nature
of their CGD
quality, are
manifest within and

Research
Objective

To determine and
present
theoretical
insights relating
to Signalling
Theory both
generally and,
more particularly,
within the context
of CGD quality.

To empirically
identify varying
company
characteristics as
possibly
associated with
CGD quality
across two
meaningfully
identified sets of
U.K. and
Egyptian
companies.

To empirically
identify varying
CG
characteristics as
possibly
associated with
CGD quality
across two
meaningfully
identified sets of
U.K. and
Egyptian
companies.

To empirically
examine and
evaluate possible
association of
country-specific
characteristics
and the adoption
of CGD quality in
two sets of
comparable U.K.
and Egyptian
companies.

To empirically
identify and then
provide possible
explanatory
interpretations for

Objective
accomplished
within

Objective
achieved by

Theoretical
insights to
Signalling
Theory
generally and
within the
context of
CGD by
conducting a
literature
discernment.
An empirical
consideration
employing
Correlation
Analysis and
Multiple
Regression
tested on
samples of the
U.K., Egyptian,
and both the
U.K. and
Egyptian
companies.
An empirical
consideration
employing
Correlation
Analysis and
Multiple
Regression
tested on
samples of the
U.K., Egyptian,
and both the
U.K. and
Egyptian
companies.

Chapters 3
and 6

Chapters 5
and 6

Chapters 5
and 6

An empirical
consideration
employing
Multiple
Regression
tested on
samples of
both the U.K.
and Egyptian
companies.

Chapters 5
and 6

An empirical
consideration
employing
ANOVA and T-
test within and

Chapters 5
and 6
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Associated
Research
Hypothesis

NA

That
companies
with good
companies’
characteristics
will tend to
reflect a high
level of CGD
quality and so
“signal’ the
presence and
exercise of
sound CG
practice.

That
companies
with sound
CG
characteristics
will tend to
reflect a high
level of CGD
quality and so
“signal” the
presence and
exercise of
sound CG
practice.

That
companies in
a country with
high country-
specific
characteristics
will tend to
reflect a high
level of CGD
quality and so
“signal” the
presence and
exercise of
sound CG
practice.

That
companies in
an identified
business
sector will



Research

No. Question

between
companies listed
on London and
Egyptian Stock
Exchanges across
the six identified
business sectors?

What policy
recommendations
may emerge from
the empirical
determinations
regarding the
quality of CGD
while employing
Signalling Theory
perspectives?

5.9 Chapter summary

Research
Objective

CGD quality
differences within
and between the
six identified
business sectors
across the sets of
U.K. and
Egyptian
companies.

To make
recommendations
regarding policy
contributions at
country-level
(U.K. and Egypt),
in respect to CGD
quality developed
from Signalling
Theory
consideration
while taking
regard for the
earlier empirical
determinations.

Objective
achieved by

Objective
accomplished
within

between the
six business
sectors of the
samples of the
U.K. and
Egyptian
companies.

A theoretical
consideration
grounded in
empirical
evidence and
considerations.

Chapter 7

Associated
Research
Hypothesis
tend to reflect
a high level of

CGD quality

and so
“signal’ the
presence and
exercise of
sound CG
practice than
companies in
another
identified
business
sector.

NA

The research design and methodology is explained, in this chapter, using a helpful
structure provided by the “Research Onion”, suggested by Saunders et al. (2023).
It started with a discussion of the philosophical assumption and the approach used
in the thesis. The prime philosophy of the research is positivist with some limited

interpretivist aspects. And, given its dominant positivist philosophy and

numeric/quantitative bent, the research approach is essentially deductive with some

limited inductive aspects. The applied research strategy is archival.

Methodologically, the research is primarily guantitative and uni-methodical. Its time

horizon is fundamentally longitudinal, with the same set of companies being used

as the research cases over the years 2019, 2020, and 2021 and their relevant
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audited financial statements and reports being analytically and (in some small

measure) evaluatively considered.

As stated, the chapter considers the key aspects of the philosophy, approach,
strategy, method, time horizon, and finally, techniques and procedures. The section
of the techniques and procedures unfolds several sub-sections discussing mainly
the research data collection and its analysis. First, the sample selection is

discussed. Then, the research data collection and its analysis are mainly discussed.

This chapter also provided significant details about the data collection. The data
collection section considered the sources and means of acquisition of the data. It
identified and rationalised the sources of the data and its related acquisition. Thus,
it clarified where the data comes from and how the data is obtained. The data are

collected from five different sources. They are as follows:

1. London Stock Exchange official website

2. Egyptian Exchange official website

3. Refinitiv Eikon financial database

4. The official websites of relevant companies within the U.K. and Egypt

5. S&P Global official website

Thus, as stated previously, the data itself is of a secondary nature as can be
concluded from its sources, but primary in its ultimate source. After identifying the
data sources, the reliability, validity, and ethicality of the data were also discussed

in this chapter.

Finally, the chapter considered the various statistical tests that are to be applied to
the relevant quantitative data for each of the several sets of hypotheses. The
predominant means of analysing the data are relevant sets of correlations and
multiple regressions, as appropriate to the individual testable hypotheses.

Accordingly, the identified sets are appropriately “fleshed” with, as necessary and
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appropriate, quantitative values being duly measured and given to each variable.
The series of appropriate correlations and multiple regressions are then statistically
computed and evaluated with, as previously stated, each computation having its
unique dependent variable (CGD quality) and an appropriate or “mix” of independent

variables.

Apart from a series of Correlation analyses, ANOVA, and T-test, the main form of
analysis is Multiple Regression analysis with a dependent variable and appropriate
independent variables. This discussion starts with the identification, definition, and
rationalisation of the variables selected for consideration (both the dependent
variable and the independent variables). The dependent variable is consistently
CGD quality, while the independent variables are appropriate “mixes” of company
characteristics, CG characteristics, and country-specific characteristics.
Accordingly, each variable, either dependent or independent, is identified,
appropriately clarified, and its usage rationalised. Moreover, the specific nature and
basis of measurement or determination were also discussed. Then, the models

being tested in this research were duly identified, processed, and discussed.

After explaining the research design and methodology and running the relevant
statistical tests, the next Chapter 6 goes on to present and discuss the empirical

results, and offer a discussion of the associated theoretical findings.
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The empirical results and related
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Chapter 6: The empirical results and related discussions

6.1 Introductory comments

After discussing the research design and methodology of the thesis in the prior
chapter, and revealing how each layer of the “Research Onion” has been
determined and decided upon, this chapter unfolds the empirical results and
discusses their main implications in terms of the objectives and related hypotheses
of this research. The previous chapter offered clarifications relating to and decisions
regarding the layers of the “Research Onion”, starting from the research philosophy,
then the research approach, strategy, method, time-horizon and finally the research
techniques and procedures. These were made during the development of the prior

chapter.

Now, the opportunity for a further step towards achieving the objectives of this
research is at hand, and is taken within this chapter. The data collection process
followed by the data analysis procedures much enable the contents of this chapter.
The data analysis is significantly implemented using SPSS and EViews statistical
software. These software enable an appropriate range of statistical tests to be
undertaken, primarily Correlations and Multiple Regression tests, in addition to the
analysis of variance, and T-test. The results of the data analysis process are
discussed in this chapter generally, and the tests in particular. These are discussed,

explained, and described in many of the following paragraphs.

Accordingly, this chapter provides appropriate explanations and discussions of the
data analysis, and the data employed for the statistical results derived from the
research. For each statistical analysis, the results of the U.K. sample are first

considered and discussed as a reference point and basis for a discussion, and then
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the results of the Egyptian sample are discussed. Finally, an evaluation of the

comparable results of the U.K. and Egyptian samples follows.

In an effort to better get “to know” the quantitative research data, after the
introductory comments, this chapter first presents and discusses key descriptive
statistical results. In this section, further discussions of the descriptive results are
presented in terms of their dependence or independence, and their individual scales
(nominal/ordinal/interval/ratio) of measurement. Accordingly, this section is divided
into two main sub-sections discussing the descriptive results of the dependent
variable in the first one, and the descriptive results of the independent variables in
the second. This second main sub-section unfolds itself into two main sub-sections,
each of which discusses one of the two types of independent variables (i.e.,

categorical and continuous).

Then, in the third section of this chapter, key inferential results are discussed. This
section is much dedicated to a presentation and discussion of the results of the
statistical correlations and multiple regressions. A discussion of the results of the
analysis of variance and T-test is also provided in this section. In turn, in the fourth
section, theoretical and empirical insights and conclusions with respect to the
research hypotheses are provided. Then, the fifth section discusses the theory-
associated findings in respect of the empirical results. The sixth and last section of
the chapter is a brief concluding summary of it. This section briefly summarises the

main points revealed and discussed in this chapter.

6.2 Discussion of the descriptive results of the variables

After analysing the data collected, the next step is to present the descriptive and
inferential results of the data analysis. A primary objective of the presentation of
these analyses is to provide broad and comprehensive information, in as clear and
a concise manner as possible. This helps make the results simple and easy to
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understand (Kumar, 2018). Raw quantitative data - that is, mere numbers that have
not been processed and analysed - convey relatively little meaning. Therefore, these
data almost always need to be first processed and descriptively considered in order

to be useful, or to be perceived as meaningful information (Saunders et al., 2023).

Quantitative information can be processed/analysed using various analysis
techniques in order to convey and meaningfully present it after analysis. Such
meaningful presentation include text, tables, graphs, charts, and situationally
appropriate statistical measures (Kumar, 2018; Saunders et al., 2023). Presentation
of the results of the data analysis, in such manners, enables researchers to present,
explore, show, interpret, and analyse relationships and patterns (Saunders et al.,
2023). In this section, various presentational forms are employed to help illustrate
the results of the statistical analysis. The descriptive results for the relevant
variables are reflected across three sub-sections. Each sub-section considers and
captures data of a particular nature — i.e., categorical variables, continuous
variables, and discrete variables. However, this is first preceded by some limited
discussion of the presently relevant dependent variable, followed by a comparable

discussion of the set(s) of independent variables.

6.2.1 Discussion of the descriptive results of the dependent variable (CGD)

In the following paragraphs, some discussions regarding the dependent variable,

i.e., CGD Quality index, are duly presented.

6.2.1.1 Discussion of the descriptive results of the dependent variable (CGD)

of the U.K. companies sample

The descriptive results of the dependent variable, namely CGD Quality index, in
total, as well as each of the five CGD categories of the U.K. companies are provided

in Table 6.1 and are discussed next. They present the relevant annual computations
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as a composite for all the three years of interest — i.e., 2019, 2020, and 2021.
Appendix 3 contains a list of the 195 firm-year observations of the U.K. listed

companies and their CGD scores for the three years’ period 2019-2021.

Table 6.1 Descriptive Statistics of CGD - the dependent variable of the U.K.
companies sample

Depe_ndent N Minimum Maximum Mean Median S.td'.
Variable Deviation

CGD Quality
index 195 0.83 1 0.92 0.92 0.03

Category A:
Ownership
Structure and 195 0.89 1 0.99 1 0.03
Exercise of
Control Rights
Category B:

Financial 195 0.75 1 0.84 0.88 0.08
Transparency
Category C:
Auditing
Category D:
Corporate
Responsibility
and Compliance
Category E:
Board and
Management 195 0.84 1 0.92 0.89 0.04
Structure and
Process

195 0.67 1 0.96 1 0.06

195 0.43 1 0.86 0.86 0.12

With respect to the relevant U.K. companies, in overall terms, the CGD quality index
scores ranged from 0.83 to 1 across the sample. Thus, the difference in their value
was only 0.17, which is the difference between the minimum and the maximum CGD
guality index scores of these companies. The maximum CGD score of 1 was earned
by only one company in the sample. On average, the companies earned a CGD
rating of 0.92, with a standard deviation of 0.03. This would suggest that the CGD
scores of the U.K. sample were closely clustered around the mean. Additionally, the

median was 0.92. This implies that the data has a relatively symmetrical distribution.

As explained earlier, the CGD Quality index is divided into five categories. The first

category, "A: Ownership Structure and Exercise of Control Rights", comprises
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195 firm-year observations and revealed a minimum score of 0.89 and a maximum
score of 1. This category earned a mean CGD rating of 0.99 and a standard
deviation of 0.03. The median was 1. This would suggest that the data in this

category also has a relatively symmetrical distribution.

The second category, "B: Financial Transparency", reflected that its CGD ranged
from 0.75 and 1 across the sample. The companies earned an average CGD rating
of 0.84 and a median of 0.88, with a standard deviation of 0.08. Again, this would

suggest that the data were closely clustered around the mean.

Category "C: Auditing" was the third category to be evaluated. For this set of
companies, the relevant minimum rating was 0.67 and the maximum was 1. With a
standard deviation of only 0.06, this would suggest only minimal variance from the
relevant mean rating of 0.96. Additionally, the median was revealed to be 1
suggesting that the data has a relatively symmetrical distribution. Thus, the overall
quality of CGD for this category over the relevant three years appears to have been

fairly stable.

In terms of the fourth category, "D: Corporate Responsibility and Compliance",
the CGD ranged from 0.43 and 1 across the sample. The companies earned an
average CGD rating of 0.86 and a median of 0.86, with a standard deviation of 0.12.
This would suggest that the data were closely clustered around the mean. As for the
previous category, it would appear that the quality of CGD for this one is also

relatively stable.

The fifth and last category of the CGD Quality index, with regard to which the
relevant sampled companies were evaluated, was category “E: Board and
Management Structure and Process”. Table 6.1 shows that for this specific

category, the relevant minimum CGD rating was 0.84 and the maximum was 1.
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Attracting a standard deviation of only 0.04, again thus suggests only minimal

variation from the relevant mean rating of 0.92, and a registered median of 0.89.

Overall, the lowest value of the CGD score for all five categories is 0.43, which is
the CGD score of the fourth category “D: Corporate Responsibility and Compliance”.
This would suggest that the U.K. companies seem to disclose at least nearly half of
the CGD Quality index across all the categories. However, special attention and
monitoring are due in respect to the fourth category as it recorded the lowest CGD
score. Regarding the maximum score for all five categories, it is 1, indicating that
the U.K. companies are both aware of and actively practicing all the CGD disclosure

items.

Further discussion as to the CGD mean over the three years’ 2019-2021 is in the
following paragraph. The mean of CGD over years for the U.K. companies is
illustrated in Figure 6.1. Whereas, Figure 6.2 illustrates the mean of CGD per
category over years for the U.K. companies. Further descriptive statistics regarding

CGD per category over years are provided in Table 6.2.

Figure 6.1 The mean of CGD over years for the U.K. companies

.926
.924
.922
.920

.918

Mean of CGD

.916

.914
2019 2020 2021

Years

218



Figure 6.2 The mean of CGD per category over years for the U.K. companies
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Table 6.2 Descriptive Statistics of CGD per category over years for the U.K.

companies
) ) Std.
Year Category N Min Max Mean Median Dev
SR QUEN 65 0827 1 0916 0923  0.031
index
Category A:
Ownership
Structure and 65 0.889 1 0.993 1 0.027
Exercise of
2019  control Rights
Category B:
Financial 65 0.750 1 0.838 0.875 0.082
Transparency
Category C:
Auditing 65 0.667 1 0.961 1 0.066
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Year Category

Category D:
Corporate
Responsibility
and Compliance
Category E:
Board and
Management
Structure and
Process

CGD Quality
index

Category A:
Ownership
Structure and
Exercise of
Control Rights

Category B:
Financial
Transparency
2020
Category C:
Auditing

Category D:
Corporate
Responsibility
and Compliance
Category E:
Board and
Management
Structure and
Process

CGD Quality
index

Category A:
Ownership
Structure and
Exercise of
Control Rights
Category B:
Financial
Transparency

2021

Category C:
Auditing

65

65

65

65

65

65

65

65

65

65

65

65

Min

0.429

0.842

0.827

0.889

0.750

0.667

0.571

0.842

0.827

0.889

0.750

0.667
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Max

0.981

0.981

Mean

0.842

0.917

0.921

0.995

0.842

0.962

0.859

0.923

0.925

0.995

0.848

0.959

Median

0.857

0.895

0.923

0.875

0.857

0.895

0.923

0.875

Std.
Dev

0.134

0.037

0.031

0.023

0.081

0.063

0.125

0.036

0.031

0.023

0.084

0.064



Std.

Year Category N Min Max Mean Median Dev

Category D:
Corporate
Responsibility
and Compliance

Category E:
Board and
Management 65 0.842 1 0.927 0.947 0.037
Structure and
Process

65 0.571 1 0.873 0.857 0.113

As illustrated in Figure 6.1, the CGD mean of the U.K. companies demonstrate an
annual improvement over the three years’ period from 0.916 to 0.925. This implies
that there is improving quality in the CGD practices among the U.K. companies. The
increase in the mean CGD scores is examined further to determine which of the
CGD five categories contributed the most to this increase as illustrated in Figure 6.2
and Table 6.2. The results revealed that the mean of two categories increased over
the three years’ period. The mean CGD of Category D: Corporate Responsibility
and Compliance increased from 0.842 to 0.873. Also, the mean of CGD of Category
E: Board and Management Structure and Process increased from 0.917 to 0.927.
This would suggest that disclosure practices regarding environmental and social
corporate responsibility, as well as board committees and management

responsibilities were much improved over the three years.

6.2.1.2 Discussion of the descriptive results of the dependent variable (CGD)

of Egyptian companies sample

After discussing the descriptive results of the dependent variable of the U.K.
companies, the following is a discussion of the same for Egyptian companies as
shown in Table 6.3. Similarly, to the U.K. sample, they present the relevant annual
computations as a composite for all the three years of interest — i.e., 2019, 2020,
and 2021. Appendix 4 presents the list of the sample of Egyptian companies and

their CGD for the period from 2019-2021, totaling 210 firm-year observations.
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Table 6.3 Descriptive Statistics of CGD - the dependent variable of the
Egyptian companies sample

Depe_ndent N Minimum Maximum Mean Median S.td'.
Variable Deviation

cebQuality 515 49 0.85 0.66  0.67 0.11
index
Category A:
Ownership
Structure and 210 0.33 0.78 0.63 0.56 0.12

Exercise of
Control Rights
Category B:
Financial 210 0.70 0.88 0.85 0.88 0.05
Transparency
Category € 519 0.33 1 074  0.78 0.19
Auditing
Category D:
Corporate
Responsibility
and Compliance
Category E:
Board and
Management 210 0.26 0.95 0.61 0.61 0.17
Structure and
Process

210 0 0.86 0.51 0.57 0.18

Regarding the sample of Egyptian listed companies, the CGD ranged from 0.4 to
0.85 for 210 firm-year observations. The minimum CGD 0.4 indicated that some of
the sampled Egyptian companies disclosed less than half of the 52 items of the CGD
Quality index. In fact, five of the sampled Egyptian companies had CGD score of
less than 0.5 in all their three years’ observations. It is worth noting that all five
companies were listed on EGX70 EWI. Coincidentally, they were also not audited
by external auditors affiliated with Big 4 firms. Moreover, they were not cross-listed.
On the other hand, the maximum CGD score of 0.85 implies that some of the
Egyptian companies are on a progressive path towards better CGD Quality.
Nevertheless, there are improvements to be made to fulfill the 52 disclosure items
of the CGD. The mean of the CGD for the sample was 0.66 and the standard
deviation was 0.11. This implies that the sampled Egyptian companies had CGD
scores clustered around the mean. Additionally, the median was 0.67. This implies

that the data has a fairly symmetrical distribution.
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For 210 firm-year observations, the first category of CGD “A: Ownership Structure
and Exercise of Control Rights” revealed a minimum score of 0.33 and a
maximum score of 0.78. This category earned a mean CGD rating of 0.63 with a
standard deviation of 0.12 and a median of 0.56. This would suggest that the data

were closely clustered around the mean.

The second category, “B: Financial Transparency”, where the CGD ranged from
0.7 to 0.88 across the sample. The average CGD rating earned by the companies
was 0.85 and a median of 0.88, with a standard deviation of 0.05. This would

suggest that the data has a symmetrical distribution.

The third category, “C: Auditing”, where the relevant minimum rating was 0.33 and
the maximum was 1. It is the only category that had a maximum score of 1 among
all the sampled Egyptian companies. The companies earned an average CGD rating
of 0.74 and a median of 0.78, with a standard deviation of 0.19. This would suggest

that the data were closely clustered around the mean.

The fourth category, “D: Corporate Responsibility and Compliance”, where the
CGD ranged from 0 and 0.86. A minimum score of 0 suggests that this category
needs more regulations and enforcement and above all awareness to its importance
so that the companies perform better and disclose more information. This category
earned a mean CGD rating of 0.51 and a standard deviation of 0.18. The median

was 0.57. This would suggest that the data has a symmetrical distribution.

The fifth and last category “E: Board and Management Structure and Process”,
where the CGD ranged from 0.26 and 0.95. The companies earned an average
CGD rating of 0.61 and a median of 0.61, with a standard deviation of 0.17. This

would suggest that the data were closely clustered around the mean.

Further discussion as to the CGD mean over the three years’ 2019-2021 is in the
following paragraph. The mean of CGD over years for the Egyptian companies is
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illustrated in Figure 6.3. Whereas, Figure 6.4 illustrates the mean of CGD per
category over years for the Egyptian companies. Further descriptive statistics

regarding CGD per category over years are provided in Table 6.4.

Figure 6.3 The mean of CGD over years for Egyptian companies
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Figure 6.4 The mean of CGD per category over years for the Egyptian

companies
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Table 6.4 Descriptive Statistics of CGD per category over years for the

Egyptian companies

Year Category N Min Max = Mean Median Sf:/
cebQuality 2 404 0827 0652 0663  0.105
index
Category A:
Ownership

2019 Structure and 70 0.333 0.778 0.625 0.556 0.117
Exercise of
Control Rights
Category B:
Financial 70 0.700 0.875 0.849 0.875 0.054
Transparency
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Year Category

Category C:
Auditing

Category D:
Corporate
Responsibility
and Compliance
Category E:
Board and
Management
Structure and
Process

CGD Quality
index

Category A:
Ownership
Structure and
Exercise of
Control Rights

Category B:
Financial
Transparency
2020
Category C:
Auditing

Category D:
Corporate
Responsibility
and Compliance
Category E:
Board and
Management
Structure and
Process

CGD Quality
index

Category A:
Ownership
2021 Structure and
Exercise of
Control Rights
Category B:
Financial
Transparency

70

70

70

70

70

70

Min

0.333

0.263

0.404

0.333

0.700

0.333

0.263

0.423

0.333

0.700
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Max

0.857

0.895

0.846

0.778

0.875

0.857

0.947

0.846

0.778

0.875

Mean

0.733

0.504

0.598

0.654

0.625

0.849

0.737

0.502

0.604

0.665

0.625

0.847

Median

0.778

0.571

0.579

0.663

0.556

0.875

0.778

0.571

0.605

0.692

0.556

0.875

Std.
Dev

0.189

0.178

0.167

0.104

0.117

0.054

0.189

0.177

0.166

0.106

0.117

0.055



Std.

Year Category N Min  Max Mean Median
Category C:
Auditing 70 0.333 1 0.741 0.778 0.191
Category D:
Corporate

Responsibility 70 0 0.857 0.516 0.571 0.174

and Compliance

Category E:
Board and

Management 70 0.263 0.947 0.628 0.632 0.168
Structure and

Process
The following paragraphs discuss further the CGD Quality index scores over the

three years’ period for the sampled Egyptian companies.

There is an increase in the mean of CGD score over the three years’ period as
illustrated in Figure 6.3. The result reflects that the mean of CGD increased between
2019 and 2021 from 0.652 to 0.666. Consequently, the CGD practices of the
Egyptian companies in the sample improved over the three years’ period. This might
suggest that the awareness of companies, investors, and professional and
governmental bodies, is rising towards the importance of enhancing CGD practices

and hence CGD Quiality.

In order to determine which of the five CGD categories have contributed to the
overall increase in the mean of CGD, each category was examined further as
illustrated in Figure 6.4 and Table 6.4. It is observed that the mean of CGD of three
categories have increased mean values over the three years’ period. The mean of
CGD of Category C: Auditing increased from 0.733 to 0.741. Also, Category D:
Corporate Responsibility and Compliance mean of CGD increased from 0.504 to
0.516. The mean of CGD of Category E: Board and Management Structure and
Process category increased from 0.598 to 0.628. Consequently, the mean of the

CGD of the sampled Egyptian companies increased over the three years’ period.
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6.2.1.3 Discussion of the descriptive results of the dependent variable (CGD)

of the U.K. and Eqgyptian companies samples

The following paragraphs discuss the descriptive results of the CGD of the sampled

U.K. and Egyptian listed companies as indicated in Table 6.5.
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Table 6.5 Descriptive Statistics of CGD - the dependent variable of the U.K. and Egyptian companies samples

UK. Egypt

Dependent Variable N Std. Std.

Min Max @ Mean Median N Min Max Mean Median
Dev. Dev.

CGD Quality index 195 0.83 1 0.92 0.92 0.03 210 040 0.85 0.66 0.67 0.11

Category A:
Ownership
Structure and 195 0.89 1 0.99 1 0.03 210 0.33 0.78 0.63 0.56 0.12
Exercise of Control
Rights
Category B:

Financial 195 0.75 1 0.84 0.88 0.08 210 0.70 0.88 0.85 0.88 0.05
Transparency
Category C:
Auditing
Category D:
Corporate
Responsibility and
Compliance
Category E: Board
and Management
Structure and
Process

195 0.67 1 0.96 1 0.06 210 0.33 1 0.74 0.78 0.19

195 0.43 1 0.86 0.86 0.12 210 0 0.86 0.51 0.57 0.18

195 0.84 1 0.92 0.89 004 210 0.26 095 0.61 0.61 0.17
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Regarding the CGD Quality index score, it ranged from 0.83 to 1 in the U.K.
companies, while in the Egyptian companies, it ranged from 0.4 to 0.85. The
minimum CGD of the U.K. companies is almost equal to the maximum CGD of the
Egyptian companies. This suggests that there are differences in the CGD practices
between the U.K. and Egyptian companies. The following table provides details

regarding the level of CGD quality in each country.

Table 6.6 CGD quality level for the U.K. and Egypt listed companies

Level of CGD U.K. Egypt
CGD quality Firm-year % of Firm-year % of
quality rating observations = sample observations = sample
High 80-100% 195 100 20 10
Moderate 60-79% 0 0 142 67.5
Low 50-59% 0 0 32 15
Very low 0-49% 0 0 16 7.5
Total 195 100 210 100

As indicated in the above table, the CGD quality index scores for the U.K. companies
are all at a high level, whereas those for Egyptian companies range from very low

to high.

While all five categories of the CGD quality index indicate a maximum score of 1 in
the U.K. companies, Egyptian companies only disclose a maximum score of 1 in
only one category, which is Category “C: Auditing”. On the other hand, Category
“D: Corporate Responsibility and Compliance” had the minimum CGD scores,
which are 0.43 and 0 in the U.K. and Egyptian listed companies respectively. The
gap in the minimum CGD score, i.e., 0.43 and 0, between the two samples implies
that the U.K. companies have better CGD practices than Egyptian companies.
Finally, the CGD mean of Category “B: Financial Transparency” is nearly equal
in the two samples, i.e., 0.84 and 0.85 in the U.K. and Egypt respectively. This CGD

mean value, i.e., 0.85, is also the highest CGD mean value among all five categories
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in the Egyptian sample. Furthermore, the median of this same category is revealed
to be the same in the U.K. and Egypt with a value of 0.88. This would suggest that

the data has a symmetrical distribution for both samples.

6.2.2 Discussion of the descriptive results of the independent variables

The following sub-section discusses the results of the descriptive statistics of the
categorical independent variables. This is followed by a second sub-section
discussing the results of the descriptive statistics of the continuous independent

variables.

6.2.2.1 Discussion of the descriptive results of the independent categorical

variables

The independent categorical variables in this research, of which there are seven,

are as follows:

1. Stock Exchange Index

2. S&P ESG Index

3. Type of auditor

4. Cross-listing

5. Foreign institutional investors
6. CEO duality

7. Audit Committee

The descriptive results of the categorical variables of the U.K. and Egypt are

illustrated and discussed thoroughly in the following paragraphs.
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6.2.2.1.1 Discussion of the descriptive results of the independent categorical

variables of the U.K. companies

Table 6.7 provides a summary of the main categorical variables in relation to the
sample of U.K. companies. The sample of U.K. companies did not have any
variations in all the categorical variables except for the CEO duality, which had a

very low variation, as explained below.

Table 6.7 Descriptive Statistics of the categorical variables of the U.K.

companies sample

No. Categorical Variable Category F”m'ye.ar Percent
Group observations
Yes (1) 195 100
1 Stock Exchange Index No (0) 0 0
Yes (1) 195 100
2 S&P ESG Index No (0) 0 0
: Yes (1) 195 100
3 Type of auditor No (0) 0 0
- Yes (1) 195 100
4 Cross-listing No (0) 0 0
5 Foreign institutional Yes (1) 195 100
investors No (0) 0 0
. Yes (1) 2 1
6 CEO duality No (0) 193 99
. . Yes (1) 195 100
7 Audit Committee No (0) 0 0
Total 195 100

All 65 companies of the U.K. sample are listed on FTSE100 index. Therefore, there
was no variation in the stock exchange index variable. Regarding the S&P ESG
index variable, all 65 companies of the U.K. sample are listed on S&P ESG index.
Moreover, regarding the type of auditor variable, all 65 companies are audited by
a Big 4 auditor affiliation. Furthermore, all 65 companies are cross-listed in several
stock exchanges, in addition to LSE. Consequently, all 65 companies have foreign

institutional investors among their shareholders.
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Nonetheless, out of the 65 companies, 64 companies have two different persons

holding the post of CEO and chairman of the BoD, except for one company during

2019 and 2020. This company had the same person occupying both posts.

However, in 2021, this same company had two different persons holding the two

posts. Therefore, the CEO duality variable had a very low variation. This suggests

that CEO duality is cherished and well-respected in the U.K. listed companies.

Lastly, the existence of the audit committee categorical variable has been fulfilled

by all 65 companies in the U.K. sample.

The next section discusses the descriptive statistics results of the categorical

variables of the Egyptian sample.

6.2.2.1.2 Discussion of the descriptive results of the independent categorical

variables of Egyptian companies

In similar vein, Table 6.8 provides a summary of the main categorical variables in

relation to the sample of Egyptian companies and a discussion follows.

Table 6.8 Descriptive Statistics of the categorical variables of the Egyptian

companies sample

No.

1

w

Categorical Variable
Stock Exchange Index
S&P ESG Index
Type of auditor

Cross-listing

Foreign institutional
investors

CEO duality

Audit Committee

Total

Category

Group
Yes (1)
No (0)
Yes (1)
No (0)
Yes (1)
No (0)
Yes (1)
No (0)
Yes (1)
No (0)
Yes (1)
No (0)
Yes (1)
No (0)
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Firm-year
observations
57
153
57
153
73
137
46
164
143
67
83
127
206
4
210

Percent

27.1
72.9
27.1
72.9
34.8
65.2
21.9
78.1
68.1
31.9
39.5
60.5
98
2
100



Regarding the first categorical variable, i.e., stock exchange index, it is evident
that nearly 73% of the firm-year observations are listed on EGX70 EWI index, while
only 27% are listed on EGX30 index. This is expected as the initial number of listed
companies in each index is as indicated in the name of the index itself. Therefore,
EGX70 EWI index is composed of 70 companies, while EGX30 index is composed
of 30 companies. Consequently, the number of companies and firm-year
observations from EGX70 EWI index in the sample is higher (51 companies and
153 firm-year observations) than the number of companies and firm-year

observations from EGX30 index (19 companies and 57 firm-year observations).

The second categorical variable is the S&P ESG index. Only 19 Egyptian
companies from the sample are listed on the S&P ESG index, that is 27.1% with 57
firm-year observations. Consequently, the remainder 72.9% of the sample of
Egyptian companies, that is 51 companies with 153 firm-year observations, are
found to be not listed on the S&P ESG index. This low number of the sample of
Egyptian companies listed on S&P ESG index is related to their performance in
respect to the Environmental, Social, and Governance (ESG) aspects. Thus, it is

an indication of the companies’ CGD practices.

It is also worth noting that out of the 19 companies included in the S&P ESG index,
12 companies are also listed on EGX30 index and the remainder 7 are listed on
EGX70 EWI index. This is mainly because the companies listed on EGX30 index
have better awareness and resources, as they are the companies with higher

market capitalisation and consequently are able to have higher ESG scores as well.

The type of auditor is the third categorical variable. The majority of the sample of
the Egyptian listed companies, which represents 65.2% with 137 firm-year
observations, do not appoint an external auditor with Big 4 affiliation. The reason

behind opting for local external auditors could be because of a perceived steepness
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of auditing fees paid to external auditors with Big 4 affiliation, when compared to
those paid to local (non-Big 4) external auditors. Nevertheless, one must recognise
that 34.8% of the sample with 73 firm-year observations did engage external

auditors with Big 4 affiliation.

It is worth noting that almost all these 73 firm-year observations have also either
foreign institutional investors in the company or the company is cross-listed or both.
This could be because the existence of foreign institutional investors and the listing
in another stock exchange require higher level of disclosure and transparency, as
well as the fulfillment of the listing requirements of the foreign stock exchanges.
These listing requirements would be for the Egyptian companies to prepare their
financial statements with accordance to the Generally Accepted Accounting
Principles (GAAP) of the foreign stock exchanges and to translate their financial
statements to their currency as well, which necessitates financial and human
resources. However, only 6 out of the 73 firm-year observations, which reflect
observations from exactly two companies for the three years, had no foreign
institutional investors nor were cross-listed. Yet, they did engage external auditors
with Big 4 affiliation. This could be due to their long-term plans of attracting foreign

institutional investors and/or being cross-listed in the coming future.

The fourth categorical variable is the cross-listing, which is concerned with whether
a company is listed on another stock exchange other than EGX or not. The results
reveal that 78.1%, which reflects 164 firm-year observations, are listed on EGX only.
Consequently, only 46 firm-year observations, that represent 21.9% of the sample,
are cross-listed and they are related to 18 companies of the sample. Among these
18 cross-listed companies, 14 companies are constituents of EGX30 index, while
the remainder 4 companies are constituents of EGX70 EWI index. This is consistent
with the assumption that the companies listed on EGX30 index have better

disclosure and transparency practices. In addition to the availability of financial
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resources, EGX30 index listed companies have the potential to be cross-listed more

than EGX70 EWI companies have.

The existence of foreign institutional investors is the fifth categorical variable. It
is evident that the efforts exerted by the professional and governmental bodies in
Egypt, as well as the companies themselves, paid off eventually. The existence of
foreign institutional investors in the Egyptian companies represents 68.1% of the
sample with 143 firm-year observations. Nevertheless, 31.9% with 67 firm-year

observations have no foreign institutional investors among their shareholders.

The sixth categorical variable is CEO duality. This refers to the situation where the
two posts of CEO and chairman of the BoD held and occupied by the same person,
or alternatively two different persons hold these two positions as recommended by
the international CG codes. It is noted that 60.5% of the sample with 127 firm-year
observations have two different persons holding the two posts. However, 39.5% of
the sample with 83 firm-year observations have the same person holding the two
posts. Most of the companies, that have two different persons holding the two posts,
had the same persons holding the two posts for years 2019 and 2020. However, a
trend in year 2021 indicates that most companies complied with the rule in the
Egyptian CG Code related to the CEO duality, which states that two different
persons should be holding these two posts. Only 15 companies out of the 70

companies had the same person holding the two posts during year 2021.

Finally, the seventh and last categorical variable is the existence of the audit
committee. Out of the 210 firm-year observations over the period from 2019 to
2021, 98% had an audit committee, which represents 206 firm-year observations.
However, 2% of the sample, which represents 4 firm-year observations, had no audit
committee among the committees of their BoD. These 4 firm-year observations are

related to 2 companies only of the sample. One company had no audit committee
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for the three-year period of observations. The other company had no audit
committee in only one year. A high percentage of the sample having an audit
committee indicates that the Egyptian government and professional bodies are

strictly enforcing this rule in accordance with the Egyptian CG Code.

The following is the discussion of the descriptive results of the categorical variables

for the U.K. and Egypt.

6.2.2.1.3 Discussion of the descriptive results of the independent cateqgorical

variables of the U.K. and Egyptian companies

After discussing the descriptive results of the categorical variables of each sample,
the following is a discussion of both samples and the results are illustrated in Table

6.9.

Table 6.9 Descriptive Statistics of the categorical variables of the U.K. and

Egyptian companies samples

No. Categorical Category Firme UK. Firm: Egypt
Variable Group year Percent Irm-year Percent
observations observations
Stock Yes (1) 195 100 57 27.1
Lo Benange o () 0 0 153 72.9
5 S&P ESG Yes (1) 195 100 57 27.1
Index No (0) 0 0 153 72.9
3 Type of Yes (1) 195 100 73 34.8
auditor No (0) 0 0 137 65.2
4 Cross- Yes (1) 195 100 46 21.9
listing No (0) 0 0 164 78.1
Foreign Yes (1) 195 100 143 68.1
5 institutional
. No (0) 0 0 67 31.9
5 CEO duality Yes (1) 2 1 83 39.5
No (0) 193 99 127 60.5
. Audit Yes (1) 195 100 206 98
Committee No (0) 0 0 4 2
Total 195 100 210 100

As evident in the above table, the sample of the U.K. companies had no variation in

six out of the seven categorical variables as opposed to the Egyptian companies,
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which had variation in all of the categorical variables. However, both samples had
relatively low variation in one variable. This variable was the CEO duality for the

U.K. companies and the audit committee for the Egyptian companies.

A discussion of the descriptive results of the continuous variables follows.

6.2.2.2 Discussion of the descriptive results of the independent continuous

variables

After discussing the results of the descriptive statistics of the categorical variables
in the prior section, the results of the descriptive statistics of the continuous variables

of the sample of the U.K. and Egypt are discussed in the following paragraphs.

The independent continuous variables in this research, of which there are seven,

are as follows:

1. Company age

2. Company size

3. Profitability

4. Liquidity

5. Ownership structure
6. BoD size

7. BoD independence

The descriptive results of the continuous variables of the U.K. and Egypt are

illustrated and discussed thoroughly in the following paragraphs.
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6.2.2.2.1 Discussion of the descriptive results of the independent continuous

variables of the U.K. companies

The results of the descriptive statistics of the continuous variables of the U.K.
companies are detailed in Table 6.10. The paragraphs that follow offer a discussion

of these results.

Table 6.10 Descriptive Statistics of the continuous variables of the U.K.

companies sample

No. Contl_nuous N Min Max Mean Median Std.

Variable Dev.

1 Company age 195 4 135 42.29 26 36.21

2 Company size 195 8.11 11.28 10.09 10.02 0.55

3 Profitability 195 -0.36 0.67 0.16 0.15 0.19

4 Liquidity 195 030 450 156 1.23 0.95

5 Qi 195  0.58 1 093  0.99 0.11
structure

6 BoD size 195 6 16 10.33 10 1.94

7 ek 195 044 1 075 075 0.10

independence

The first continuous variable is the company age. For 195 firm-year observations
in the U.K. sample, the company age ranged from 4 years to 135 years. This would
indicate that the company age variable is quite varied. 8 out of 65 companies had
been established for hundred years or more. The oldest company in the U.K. sample
had been operating since 1886, while the newest companies were just founded in
2015. As a result, there is much variability in this continuous variable, and the data
is dispersed widely, with a mean of nearly 42 years, a median of 26, and a standard

deviation of nearly 36 years.

The second continuous variable is the company size. The log of the total of each
company's assets is used to proxy for the company size for a total of 195 firm-year
observations. The value of the log of total assets ranged from 8.11 at the lowest end

to 11.28 at the highest end. The log of total assets was 10.09 on average and a
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median of 10.02, with a standard deviation of 0.55. This implies that the data is

clustered around the mean.

The profitability of the company is the third continuous variable. The ratio of net
income before taxes to average common shareholders' equity is used to calculate
ROAE, which measures the profitability of the company. The tested companies'
profitability ratio varied between -0.36 and 0.67. The mean of the profitability
variable was 0.16 and the median was 0.15, with a standard deviation of 0.19. As a
result, there is a lot of fluctuation in this continuous variable. This would suggest that

the data is dispersed widely.

The fourth continuous variable is the company's liquidity. It is measured using the
current ratio of 195 firm-year observations, as being the ratio of current assets (net
of inventory) to current liabilities. The minimum and maximum current ratios are
revealed to be 0.3 and 4.5 respectively. The mean was 1.56 and median was 1.23,
with a standard deviation of 0.95. This would suggest that the data is not overly

dispersed and reasonably clustered around the mean.

The ownership structure represents the fifth continuous variable. It is calculated
using the free float percentage, which is the percentage of shares that are traded
publicly. The free float percentage of the sampled companies ranged from 58% to
100%. The free float percentage had an average of 93%, a median of 99% and a

standard deviation of 0.11. This implies that the data is clustered around the mean.

The BoD size is the sixth continuous variable. The number of BoD members for the
sample companies ranged from 6 to 16. The average number of BoD members was
close to 11 and the median was 11, while the standard deviation was close to 2.
This implies that the data has a reasonable dispersed but still with a relatively

symmetrical distribution.
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The BoD independence is the last and seventh continuous variable. This variable
was expressed as the ratio of independent and non-executive board members to
the total number of BoD members. Accordingly, the variable serves as a proxy for
BoD independence. The BoD independence for the U.K. companies ranged from
44% to 100%. The mean was 75% and the median was 75%, with a standard

deviation of 0.1. This implies that the data has a fairly symmetrical distribution.

The immediately following paragraphs provide a discussion regarding the

descriptive results of the continuous variables of Egyptian companies.

6.2.2.2.2 Discussion of the descriptive results of the independent continuous

variables of Egyptian companies

After discussing the sample of the U.K. companies, the immediately following
paragraphs discuss the results of the Egyptian companies. Table 6.11 presents the

descriptive statistics results for the continuous variables for the Egyptian companies.

Table 6.11 Descriptive Statistics of the continuous variables of the Egyptian

companies sample

No. Contl_nuous N Min Max Mean Median Std.

Variable Dev.

1 Company age 210 2 92 34.97 25 20.85

2 Company size 210 6.74 9.95 8.31 8.26 0.71

3 Profitability 210 -043 0.62 0.08 0.09 0.20

4 Liquidity 210 036 3.75 161 1.39 0.84

5 SRSy 210 0.045 0.89 034  0.30 0.19
structure

6 BoD size 210 3 20 8.78 8 2.90

7 B 210 020 1 075  0.80 0.16

independence

The company age is the first continuous variable. The minimum company age was
2 years and the maximum company age was 92 years, for 210 firm-year
observations. The median is revealed to be 25 years. The mean of almost 35 years

with a standard deviation of nearly 21 suggests a considerably high variation in the
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company age. The oldest three companies in the sample had been established
since 1929 and had registered a company age of 92 years by 2021. In contrast, the
three newest companies in the sample were only 2 years old in 2019 having been
established only in 2017. Not unreasonably then, with a standard deviation of
approximately 21, there is much variation in this continuous variable and so, this

indicates that the data is widely spread.

Company size is the second continuous variable and it is proxied by the logarithm
of total assets. The minimum log of total assets value was 6.74, while the maximum
log of total assets value was 9.95. The median of the log of total assets value was
8.26 and the mean was 8.31 with a standard deviation of 0.71. This would suggest
that the values for this variable have a fairly symmetrical and limited dispersion

distribution.

The third continuous variable is the profitability of the company. It is measured
using ROAE ratio. The ratio of profitability of the sampled companies fluctuated
between -0.43 and 0.62. The median was 0.09 and the mean was 0.08, with a
standard deviation of 0.2. As a result, there was a lot of fluctuation in this continuous
variable. This would suggest that the data of this variable have a fairly symmetrical

and limited dispersion distribution.

The liquidity of the company is the fourth continuous variable. It is measured using
the current ratio. The minimum liquidity ratio was 0.36, while the maximum liquidity
ratio was 3.75. The mean of the liquidity ratio was 1.61 with a standard deviation of
0.84 and the median was 1.39. This would suggest that the data is not very widely

dispersed and centered around the mean.

The fifth continuous variable is the ownership structure. It is measured using the
free float percentage. The sampled companies’ free float percentage varied from

4.5% to 89%. This implies that there is no company with free float 100% within the

242



sample. The mean of the free float percentage was 34% with a standard deviation
of 0.19 and the median was 30%. This implies that the data is very widely dispersed

and there is a high dispersal of the mean.

The BoD size is the sixth continuous variable, where the companies in the sample
had a minimum of 3 and a maximum of 20 BoD members. The mean of the BoD
size was nearly 9 BoD members with a standard deviation of nearly 3. Additionally,
the median was 8 members. This would suggest that the data is reasonably

clustered around the mean and had a fairly symmetrical distribution.

The seventh and last continuous variable is BoD independence. This is measured
by the percentage of independent and non-executive directors on the board in
relation to the total number of BoD members. The BoD independence ranged from
as low as 20% to as high as 100%. The mean was 75% with a standard deviation
of 0.16 and the median was 80%. This suggests that the data is widely dispersed

and several observations lie far from the mean.

The next sub-section discusses the continuous variables of both, the U.K. and

Egyptian companies, within comparable terms.

6.2.2.2. Discussion of the descriptive results of the independent continuous

variables of the U.K. and Egyptian companies

In terms of the independent variables only, first a presentation in Table 6.12 followed
by a discussion of the descriptive results of the continuous variables of both the U.K.

and Egyptian samples are provided.
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Table 6.12 Descriptive Statistics of the continuous variables of the U.K. and Egyptian companies samples

U.K. Egypt
No Continuous
' Variable Std Std
N Min Max Mean Median ' N Min Max Mean Median '
Dev. Dev.
1 Company age 195 4 135 42.29 26 36.21 210 2 92 34.97 25 20.85
2 Company size 195 8.11 11.28 10.09 10.02 0.55 210 6.74 9.95 8.31 8.26 0.71
3 Profitability 195 -0.36 0.67 0.16 0.15 0.19 210 -0.43 0.62 0.08 0.09 0.20
4 Liquidity 195 0.30 4.50 1.56 1.23 0.95 210 0.36 3.75 1.61 1.39 0.84
5 Ownership 195 0.58 1 0.93 0.99 011 210 0.045 0.89 0.34 0.30 0.19
structure
6 BoD size 195 6 16 10.33 10 1.94 210 3 20 8.78 8 2.90
BoD
7 . 195 0.44 1 0.75 0.75 0.10 210 0.20 1 0.75 0.80 0.16
independence
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Regarding the company age, both countries had a high standard deviation in
respect to this variable. The company age in the U.K. companies ranged from 4 to
135 years, while, in the Egyptian companies, it ranged from 2 to 92 years. This
would suggest that both the U.K. and Egyptian stock markets embrace a wide and
diverse spectrum of companies, from very old to very new. It also shows that this
continuous variable has considerable variability and the data is extensively

dispersed across both samples.

It is worth noting that the ownership structure, represented by the free float
percentage, had a maximum of 100% in the U.K. sample. On the other hand, the
Egyptian sample had a maximum of 89%. Moreover, the minimum free float

percentage for the U.K. was 58%, however, for Egypt, the minimum was 4.5%.

In terms of the BoD size, the minimum number of members in the Egyptian sample
was only 3, compared to 6 in the U.K. However, the maximum number in Egypt was
20, while it was lower at 16 in the U.K. Regarding the BoD independence, the
relevant minimum in the U.K. was 44%, with the comparable statistic for Egypt being

roughly half that — at 20%.

Regarding the other variables, the mean and standard deviation have no significant
difference between the U.K. and Egyptian samples. On that basis, the descriptive

results are relatively similar, warranting no matters of strong contrast.

6.3 The inferential results and a discussion of them

This section discusses the inferential results of the research and is divided into three
main sub-sections. The first main sub-section discusses the results of Correlation
analysis of the U.K., Egyptian, and the U.K. and Egyptian companies. The second
main sub-section discusses the results of Multiple Regression analysis in terms of

company, CG, and finally, company and CG characteristics jointly within the
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contexts of the U.K., Egyptian, and the U.K. and Egyptian companies. The third main
sub-section discusses the results of the analysis of variance and T-test regarding

the six identified business sectors.

6.3.1 Discussion of the inferential - Correlation results

In the following section, the results of the correlation analysis are discussed. The
purpose for conducting the correlation analysis is to analyse the relationship
between the dependent and the individual independent variables included in the
empirical model. The correlation analysis also enables a further for potential

multicollinearity occurrences across all the research variables.

Correlation analysis has several benefits, one of which is that it identifies the
interdependency of multiple variables at the same time. This technique also
measures the consolidated and reversing relationship among the variables. It is a
widely used technique that states the degree of association between the variables
either positively or negatively. If the values are closer to +1, this means that the two
variables are strongly positively associated with each other. However, if the values
are closer to -1, this means that the two variables are strongly negatively associated
with each other (Tabachnick et al., 2007; Hox et al., 2017; Tabachnick and Fidell,

2019).

Furthermore, the correlation between independent variables should not exceed 0.7
to indicate the absence of a multicollinearity issue among independent variables.
Generally, it is considered that if the correlation coefficient is greater than 0.7, then
the data presents a multicollinearity phenomenon among independent variables. As
it will likely diminish the statistical significance of an independent variable,
multicollinearity is frequently deemed to be an issue of concern when examining and
evaluating sets of quantitative variables (Tabachnick et al., 2007; Hox et al., 2017;
Tabachnick and Fidell, 2019).
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The following sections discuss, in turn, the results of Correlation Analyses of the

U.K., Egyptian, and the U.K. and Egyptian companies.

6.3.1.1 Discussion of the inferential - Correlation results of the U.K. companies

The correlation results of the U.K. sample reveal that only three variables emerged
to be highly statistically significant and positively correlated with CGD quality. These
are the variables of company size, BoD size, and BoD independence. This suggests
that these three variables are associated and/or potentially causally linked with the
respective CGD quality variable. However, company age, profitability, liquidity, and
ownership structure do not appear to have a significant correlation with CGD quality

as discussed in the following paragraphs.

Table 6.13 presents the Pearson’s correlation across the variables examined in this
research for the U.K. sample. It is helpful to recall that this testable sample consists
of 65 companies (195 firm-year observations) for the three years of 2019 through

2021.
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Table 6.13 Pearson’s correlation matrix of the U.K. companies sample

Variable
CGD

Company age

Company size

Profitability

Liquidity

Ownership
structure

BoD size

BoD
independence

CGD

1
0.083
(0.248)
0.320"
(0.000)
-0.013
(0.855)
-0.123
(0.086)
0.003
(0.969)
0.331"
(0.000)
0.376™
(0.000)

Company
age

1

0.104
(0.150)
0.088
(0.222)
0.067
(0.350)
0.214"
(0.003)
-0.028
(0.695)
-0.018
(0.798)

Company
size

-0.284"
(0.000)
-0.416"
(0.000)
0.004
(0.957)
0.338"
(0.000)
0.286"
(0.000)

Profitability

0.096
(0.182)
0.127
(0.076)
-0.269™
(0.000)
-0.180"
(0.012)

Liquidity

-0.188™
(0.008)
-0.131

(0.069)
-0.180"
(0.012)

Ownership
structure

0.026
(0.718)
-0.320™
(0.000)

Note: ** *. Denote Correlation is significant at the 0.01 level and 0.05 level respectively (2-tailed).

248

BoD
size

0.252"
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The correlation coefficient between the company size and CGD is positively
correlated and highly statistically significant (r = 0.32, p-value < 0.01). This would
suggest that in terms of the U.K. sample of companies, a larger company size is
positively associated with CGD quality. But recognising that size is a function of
growth, and that growth requires time, the company age must also be of

consequence.

The correlation coefficient between BoD size and CGD is positively and highly
statistically significant (r = 0.331, p-value < 0.01). This may well suggest that a larger
BoD size is also positively associated with CGD quality. However, one must
recognise that there will usually be an inherent relationship between BoD size and
company size. And these two variables possibly need to be considered jointly in

conjunction with each other.

Additionally, the matrix indicates that BoD independence is highly statistically
significant and positively correlated with CGD (r = 0.376, p-value < 0.01). This may
well lead one to assume that higher BoD independence is positively associated with

CGD quality.

On the other hand, the company age, profitability, liquidity, and ownership
structure variables appear to have no significant correlation with CGD quality as
their significance level is greater than 0.05. This indicates that these variable appear

not to be significantly associated with CGD quality.

According to the correlation matrix, the independent variables do not have
multicollinearity problems as all correlation coefficients between the independent
variables range from - 0.416 and 0.338 and eventually are below the acceptable
range of 0.7 (Tabachnick et al., 2007; Hox et al., 2017; Tabachnick and Fidell, 2019).
This indicates that a regression model developed from these variables will likely not

reflect multicollinearity issues of concern.
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6.3.1.2 Discussion of the inferential - Correlation results of Egyptian

companies

Having regard to the Egyptian sample, the relevant correlation matrix indicates that
CGD quality is highly statistically significant and positively correlated with company
size, profitability, ownership structure, and BoD size. Additionally, CGD quality is
positively correlated and statistically significant with BoD independence. However,
while the relationship between CGD quality and the company age emerges to be
highly statistically significant, it is curiously, negatively correlated. Moreover, liquidity
appears to have no significant correlation with CGD quality as discussed in the

following paragraphs.

Table 6.14 presents Pearson’s correlation among the variables examined in this
research for the Egyptian sample, which consists of 70 companies (210 firm-year

observations) from 2019 through 2021.
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Table 6.14 Pearson’s correlation matrix of the Egyptian companies sample

Variable
CGD

Company age

Company size

Profitability

Liquidity

Ownership
structure

BoD size

BoD
independence

CGD

1
-0.324"
(0.000)
0.546™
(0.000)
0.231"
(0.001)
-0.117

(0.090)
0.344"
(0.000)
0.315™
(0.000)
0.150"

(0.030)

Company

age

-0.242"
(0.000)
-0.055
(0.426)
0.101
(0.145)
-0.134
(0.052)
-0.019
(0.787)
0.015
(0.830)

Company

size

0.271"
(0.000)
-0.175"
(0.011)
0.029
(0.672)
0.367"
(0.000)
0.048
(0.492)

Profitability

0.371"
(0.000)
0.070
(0.316)
0.175"
(0.011)
0.021
(0.760)

- Ownership
Liquidity structure
1

-0.193" 1
(0.005)

-0.032 0.039
(0.643) (0.577)

-0.001 0.064
(0.989) (0.359)

Note: **, *. Denote Correlation is significant at the 0.01 level and 0.05 level respectively (2-tailed).
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The correlation coefficient between the company size and CGD is positively
correlated and highly statistically significant (r = 0.546, p-value < 0.01). Thus,
according to this correlation model, it can be assumed that larger company size is
positively associated with CGD quality. This is probably consistent with intuitive

arguments and reasoning.

The correlation coefficient between the company profitability and CGD is positively
correlated and highly statistically significant (r = 0.231, p-value < 0.01). Thus, it can
be assumed that higher company profitability is positively associated with CGD
quality. Again, this is consistent with intuition, with profitable companies likely being
well managed and “governed”. If so, this would quite likely engender better quality

reporting and higher standards of CGD quality.

The correlation coefficient between the ownership structure and CGD is positively
correlated and highly statistically significant (r = 0.344, p-value < 0.01). Thus, it can
be suggested that higher ownership structure is positively associated with CGD

quality.

The correlation coefficient between the BoD size and CGD is positively correlated
and highly statistically significant (r = 0.315, p-value < 0.01). Thus, it can be

suggested that larger BoD size is positively associated with CGD quality.

Additionally, the BoD independence is statistically significant and positively
correlated with CGD (r = 0.15, p-value < 0.05). Thus, according to this correlation
model, it can be assumed that higher BoD independence is positively associated

with CGD quality.

In contrast, the company age is highly statistically significant and negatively
correlated with CGD (r = - 0.324, p-value < 0.01). Thus, according to this correlation
model, it can be suggested that older companies is negatively associated with CGD

quality. Reasons might be that sometimes in growing economies, investors take
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over older companies and establish new companies. Thus, the new established
companies may have better CGD. In this instances, the company age does not
necessarily reflect its true age of establishment. Indeed, 8 out of 102 EGX100 EWI
companies were listed after 2019 as opposed to only 2 out of 100 FTSE100

companies.

On the other hand, the correlation coefficient between the liquidity and CGD implies
that there is no correlation as the significance level is greater than 0.05. Thus,
according to this correlation model, it can be assumed that the liquidity has no

significant correlation with CGD quality.

According to the correlation matrix, the independent variables do not have
multicollinearity problems as all correlation coefficients between the independent
variables range from - 0.242 and 0.396 and eventually are below the acceptable
range of 0.7 (Tabachnick et al., 2007; Hox et al., 2017; Tabachnick and Fidell, 2019).

This indicates that the regression model will not suffer from multicollinearity issue.

6.3.1.3 Discussion of the inferential - Correlation results of the U.K. and

Egyptian companies

Table 6.15 presents Pearson’s correlation among the variables of the U.K. and

Egyptian samples from 2019 through 2021.
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Table 6.15 Pearson’s correlation matrix of the U.K. and Egyptian companies samples

Variable
CGD
Company age
Company size
Profitability
Liquidity
Ownership
structure
BoD size
BoD
independence
CGD
Company age
Company size
Profitability
Liquidity
Ownership
structure

BoD size

BoD
independence

Note: **, *. Denote Correlation is significant at the 0.01 level and 0.05 level respectively (2-tailed).

CGD

1
0.083
(0.248)
0.320"
(0.000)
-0.013
(0.855)
-0.123
(0.086)
0.003
(0.969)
0.331"
(0.000)
0.376”
(0.000)

1
-0.324"
(0.000)
0.546"
(0.000)
0.231"
(0.001)
-0.117
(0.090)
0.344"
(0.000)
0.315"
(0.000)
0.150"
(0.030)

Company

age
1

0.104
(0.150)
0.088
(0.222)
0.067
(0.350)
0.214"
(0.003)
-0.028
(0.695)
-0.018
(0.798)

1

-0.242™

(0.000)
-0.055
(0.426)
0.101

(0.145)
-0.134
(0.052)
-0.019
(0.787)
0.015

(0.830)

Company
size

1

-0.284"
(0.000)
-0.416"
(0.000)
0.004
(0.957)
0.338”
(0.000)
0.286"
(0.000)

1

0.271"
(0.000)
-0.175"
(0.011)
0.029
(0.672)
0.367"
(0.000)
0.048
(0.492)

U.K.
Profitability

1

0.096
(0.182)
0.127
(0.076)
-0.269"
(0.000)
-0.180"
(0.012)

Egypt

1

0.371"
(0.000)
0.070
(0.316)
0.175"
(0.011)
0.021
(0.760)
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Liquidity

1

-0.188"
(0.008)
-0.131
(0.069)
-0.180"
(0.012)

1

-0.193"
(0.005)
-0.032
(0.643)
-0.001
(0.989)

Ownership
structure

1

0.026
(0.718)
-0.320"
(0.000)

1

0.039
(0.577)
0.064
(0.359)

BoD
size

1

0.252"
(0.000)

1

0.396"
(0.000)

BoD
independence



In terms of the U.K. and Egyptian samples, both samples reveal that CGD quality
appears to be positively correlated and highly statistically significant with the
company size and BoD size. Furthermore, the BoD independence is revealed to
be positively correlated with CGD quality for both samples. However, in the U.K., it

was highly statistically significant, while in Egypt, it was statistically significant.

Regarding profitability, ownership structure, and company age, they appear to
have no significant correlation with CGD quality in the U.K. sample. However, in
Egypt, they emerge to be highly statistically significant, with the first two being
positively correlated and the latter being negatively correlated with CGD quality.
Equally, both samples reveal that liquidity appears to have no significant correlation

with CGD quality.

Furthermore, the correlation coefficient in Pearson’s correlation matrix can reveal
the degree of strength of the correlation between the dependent and independent

variables as follows:

Table 6.16 The degree of strength of the Correlation coefficient

Correlation coefficient Degree of strength
0.00-0.09 Negligible correlation
0.10-0.39 Weak correlation
0.40-0.69 Moderate correlation
0.70-0.89 Strong correlation
0.90-1.00 Very strong correlation

* Source: Schober et al. (2018). Table constructed by the researcher.

In terms of Pearson's correlation coefficient degree of strength, according to the
above table, all significant correlations between CGD quality and the various

continuous variables, in the U.K. and Egyptian samples, are shown to be weak
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correlations, except for the company size in the Egyptian sample, which has been

found to be a moderate correlation.

Moreover, the Egyptian sample reveals a stronger correlation between CGD quality
and company size than the U.K. sample. However, with regards to the correlations
between CGD quality and BoD size as well as BoD independence, U.K. sample
correlation coefficients indicate a stronger correlation than the Egyptian sample

correlation coefficients.

Based on the above discussions and considerations, the following paragraphs

provide the hypotheses testing results.

H3(b) That company age is significantly and positively associated with CGD
guality in the U.K.
Hypothesis 3(b) was rejected.

H3(c) That company age is significantly and positively associated with CGD

quality in Egypt.
Hypothesis 3(c) was rejected.

H4(b) That company size is significantly and positively associated with CGD
quality in the U.K.
Hypothesis 4(b) was accepted.

H4(c) That company size is significantly and positively associated with CGD

quality in Egypt.
Hypothesis 4(c) was accepted.

H7(b) That profitability is significantly and positively associated with CGD
guality in the U.K.
Hypothesis 7(b) was rejected.

H7(c) That profitability is significantly and positively associated with CGD

quality in Egypt.
Hypothesis 7(c) was accepted.
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H8(b) That liquidity is significantly and positively associated with CGD quality
in the U.K.
Hypothesis 8(b) was rejected.

H8(c) That liquidity is significantly and positively associated with CGD quality

in Egypt.
Hypothesis 8(c) was rejected.

H9(b) That ownership structure is significantly and positively associated with
CGD quality in the U.K.
Hypothesis 9(b) was rejected.

H9(c) That ownership structure is significantly and positively associated with
CGD quality in Egypt.
Hypothesis 9(c) was accepted.

H12(b) That BoD size is significantly and positively associated with CGD
guality in the U.K.
Hypothesis 12(b) was accepted.

H12(c) That BoD size is significantly and positively associated with CGD

quality in Egypt.
Hypothesis 12(c) was accepted.

H13(b) That BoD independence is significantly and positively associated with
CGD quality in the U.K.
Hypothesis 13(b) was accepted.

H13(c) That BoD independence is significantly and positively associated with
CGD quality in Egypt.
Hypothesis 13(c) was accepted.

6.3.2 Discussion of the inferential - Reqression results

Apart from the prior series of correlation analyses, the main form of analysis, in this
research, is a series of multiple regression models with a unique dependent variable

(CGD quality) and an appropriate or “mix” of independent variables.
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There are nine regression models?2. They are categorised into three sets of models
of company characteristics, CG characteristics, and company and corporate
characteristics jointly. For each set of models, the independent variables are tested
on the U.K. sample, then, the Egyptian sample, and finally, the U.K. and Egyptian
samples jointly. The first eight models are subsidiaries models. They were run in
order to enhance the robustness of the results and conclusions of the primary and
main model. The ninth and final model (i.e., Model C.3) is the main model, where
the company characteristics and CG characteristics, as well as the country variables

were tested on the samples of the U.K. and Egyptian companies jointly.

6.3.2.1 Discussion of the inferential - Regression results of the primary model

(Model C.3)

In Model C.3, data from the sampled U.K. and Egyptian companies jointly were

examined and the regression model equation??® and results are presented as follows:

CGDit=0.354-0.050 CTYit + 0.032 S&Pit - 0.0002 CAGit + 0.029 CSilit + 0.089 TOAi
+ 0.010 CRLit + 0.037 PROit + 0.006 LIQit + 0.075 OWSit - 0.007 FINit - 0.035 CEOit

+ 0.003 BSlit + 0.038 BINit

Table 6.17 Regression Results for Model C.3

Model C.3
Variable Coefficient  Sig. = Std. Error t-Statistic
(Constant) 0.354 0.000 0.024 14.650
S&P ESG Index 0.032** 0.000 0.004 8.324
Company age -0.0002**  0.000  0.00003 -6.922
Company size 0.029** 0.000 0.002 13.258
Type of auditor 0.089** 0.000 0.004 20.679
Cross-listing 0.010* 0.032 0.005 2.149

22 Figure 5.4 offers a detailed illustration of the nine regression models.

23 Table 5.19 provides the key to the variables.

258



Model C.3

Variable Coefficient  Sig. = Std. Error t-Statistic
Profitability 0.037** 0.000 0.005 7.057
Liquidity 0.006** 0.000 0.001 4.766
Ownership structure 0.075** 0.000 0.008 8.911
Foreign institutional investors -0.007* 0.031 0.003 -2.161
CEO duality -0.035** 0.000 0.003 -11.061
BoD size 0.003** 0.000 0.001 6.839
BoD independence 0.038** 0.000 0.009 4.307
Country -0.050** 0.000 0.006 -8.517

R-squared 0.889

Note: **, *. Denote significance at the 0.01 level and 0.05 respectively (2-tailed).

As indicated in the above table and the preceding regression model equation, the
dependent variable is CGD quality. Regarding the independent variables, they are
the company characteristics (9 out of 10), the CG characteristics (3 out of 4), and

the country (1 out of 1) variables.

Regarding the company characteristics, the stock exchange index variable is
excluded from the model, as it is a different index in each country. Regarding the
CG characteristics, the audit committee variable is also excluded as it had low or no
variability in the samples of the U.K. and Egyptian companies. This suggests that
the law enforcement regarding the existence of an audit committee is quite effective
in both countries. Apart from the excluded variables, the country variable is added
to examine the influence, if any, of the country itself on the CGD quality. Also, two
control variables are added to the model to control the effect of the different industry
types/business sectors, i.e., industry type variable, and to represent the year fixed

effect, i.e., year variable.

After stating the dependent, independent, and control variables, the results of the

model are provided in the immediately following paragraphs.
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The model revealed that the company characteristics which have a highly
statistically significant (p-value < 0.01) and positive relation with CGD quality are
S&P ESG Index (B = 0.032), company size (B = 0.029), type of auditor (p = 0.089),
profitability (8 = 0.037), liquidity (8 = 0.006), and ownership structure (B = 0.075).
Additionally, the results indicated that cross-listing (B = 0.01) has a statistically
significant (p-value < 0.05) and positive relation with CGD quality. On the other hand,
the results revealed that there is a highly statistically significant (p-value < 0.01) and
negative relation between CGD quality and company age (B = -0.0002).
Furthermore, there is a statistically significant (p-value < 0.05) and negative relation

between CGD quality and foreign institutional investors (8 = -0.007).

Regarding the CG characteristics, the results revealed that there is a highly
statistically significant (p-value < 0.01) and positive relation between CGD quality
and BoD size (B = 0.003) and BoD independence (B = 0.038). On the other hand, it
appeared that there is a highly statistically significant (p-value < 0.01) and negative
relation between CGD quality and CEO duality (B =-0.035). Additionally, it appeared
that the country variable (B = -0.05) has a highly statistically significant (p-value <

0.01) and negative relation with CGD quality.

The R-squared = 0.889 in this model, which means that 88.9% of the variability in
CGD quality is explained by the examined company characteristics, CG
characteristics, and country variables. This regression model is one with very high
explanatory power — roughly 90% of the variability within the data is explained by
the model. It is important to note that this model has the highest explanatory power
among the three models that were tested using data from U.K. and Egyptian
companies jointly. In fact, it has the highest explanatory power among all the nine
models of this research. A helpful result that could also be quite illuminating as it

adds to the robustness of the results of this main model.
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The following paragraphs discuss with some details the results of the model in terms

of each set of characteristics examined.

Set One: Company characteristics

This set is related to the following research objective.

Objective 2

To empirically identify varying company characteristics as possibly associated
with CGD quality across two meaningfully identified sets of U.K. and Egyptian

companies.

The results of each of the hypotheses that are tested and appropriately considered

in order to achieve this objective are next.

H1l(a) That there is a statistically significant positive relationship between

stock exchange index and CGD quality.

Hypothesis 1(a) was not tested in the main model. This is due to the fact that the
stock exchanges for companies in the U.K. and Egypt are different. For the U.K.,
the companies examined are all listed on FTSE100. However, for Egypt, while the
companies are all listed on EGX100 EWI, they are also listed on either EGX30 or

EGX70 EWI.

Despite being removed from the main model, the stock exchange index variable
was included in three out of the eight subsidiaries models that were tested using the

sample of the Egyptian companies only. However, the results were not significant.

This is in contrast to prior literature that suggests that the stock exchange index or
listing appear to have varying and variable results associated with CGD quality.
Thus, the perceived desirability of being listed on a reputable stock exchange, might
be regarded as an incentive both for sound CG practices themselves, and a

keenness to disclose them (Novotny et al., 2015). Accordingly, it is suggested in
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prior studies that the stock market index is an important explanatory variable with
respect to corporate disclosure (Firth, 1979; Cooke, 1992; Dahawy and Conover,

2007).

H2(a) That there is a statistically significant positive relationship between
S&P ESG index and CGD quality.

Hypothesis 2(a) was accepted. As per Table 6.17, the results suggest that S&P ESG
index may have a statistically highly significant and positive influence on CGD
quality. This is consistent with prior literature suggesting the inclusion in the S&P
ESG index has a positive impact on CGD quality (Jo and Harjoto, 2011; Tamimi and
Sebastianelli, 2017). According to Signalling Theory, inclusion in the S&P ESG
index may offer to investors more reliable information regarding the CGD practices
of companies, and eventually reduce information asymmetry and uphold their trust

in the directors of these companies.

H3(a) That there is a statistically significant positive relationship between

company age and CGD quality.

Hypothesis 3(a) was rejected. The results indicate that the company age appears

to have a statistically highly significant and negative influence on CGD quality.

It was expected that with increased company age, CGD will increase. This is due to
the assumption that it takes time for BoD to develop their experience and for
companies to become more aware of CGD practices. The results, however, did not

support this hypothesis.

These results are in line with Salah (2018), who contends that the company age is
found to be negatively related not only to disclosure, but also to company financial
performance, as younger companies may grow faster than older ones. The rigidity
of the company, as found by Isidro and Sobral (2015), is another possible reason
for this negative influence.

262



Nevertheless, the results contradict Zamil et al. (2021), who find that company age
has a positive impact on CGD. Additionally, Garas and EIMassah (2018) argue that

the impact of company age is not significant in terms of CGD.

H4(a) That there is a statistically significant positive relationship between
company size and CGD quality.

Hypothesis 4(a) was accepted. The results suggest that company size may have a

statistically highly significant and positive influence on CGD quality.

The results are consistent with Berglof and Pajuste (2005), Samaha et al. (2012),
Foyeke et al. (2015), and Egbunike and Okerekeoti (2018), who find that there is a
significant positive relationship between company size and CGD. They contend that
CGD increases with company size. Consequently, publicly disclosed CG
information is more frequently available in larger companies than within smaller
ones. According to Signalling Theory, information is more readily available in large

companies, which reduces the information asymmetry.

However, the results contradict prior literature that argue that the company size does
not seem to affect CGD (Samaha and Dahawy, 2011; Al-Moataz and Hussainey,

2013).

H5(a) That there is a statistically significant positive relationship between
type of auditor and CGD quality.

Hypothesis 5(a) was accepted. The results indicate that the type of auditor appears
to have a statistically highly significant and positive influence on CGD quality. If the
company's auditor is affiliated with one of the Big 4 auditing firms, it is assumed that

the level of CGD quality will likely be high.

Similarly, Cheung et al. (2007) and Al-Moataz and Hussainey (2013) conclude that

Big 4 auditor affiliation is associated with CGD. Furthermore, the results are
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consistent with Dahawy (2009) and Samaha and Dahawy (2010), who contend that
the degree of affiliation of the auditor, with a Big 4 association, is one of the most

significant variables affecting the level of disclosure by Egyptian companies.

H6(a) That there is a statistically significant positive relationship between
cross-listing and CGD quality.

Hypothesis 6(a) was accepted. The results suggest that cross-listing may have a
statistically significant and positive influence on CGD quality. According to Signalling
Theory, companies might choose to willingly use cross-listing to signal higher level

of CGD quality.

This is in line with the results of Attig et al. (2016) and Lu and Wang (2021), who
state that cross-listing encourages companies to have higher level of CGD quality.
Additionally, the results are consistent with the results of Ferris et al. (2009), Aly et
al. (2010), and Jian et al. (2011) that cross-listing can significantly improve the CG
conditions in general by having an international board. Similarly, Shi et al. (2018)
and Garanina and Aray (2021) indicate that cross-listing is associated with higher

disclosure quality.

H7(a) That there is a statistically significant positive relationship between

profitability and CGD quality.
Hypothesis 7(a) was accepted. The results suggest that profitability may have a

statistically highly significant and positive influence on CGD quality.

The results are consistent with the results of Brown and Caylor (2004), Samaha and
Dahawy (2010), and Babatunde and Akeju (2016), who find a significant positive
relationship between profitability and CGD. Additionally, Aly et al. (2010) indicate
that profitability explains the variation in the level of corporate disclosure and
reporting between companies. Similarly, Al-Moataz and Hussainey (2013) contend

that profitability is among the main determinants of CGD.
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In contrast to the results, Barako et al. (2006) argue that profitability appears to have

no significant influence on the level of disclosure by companies.

H8(a) That there is a statistically significant positive relationship between
liquidity and CGD quality.

Hypothesis 8(a) was accepted. The results suggest that liquidity may have a
statistically highly significant and positive influence on CGD quality. According to

Signalling Theory, CGD is positively influenced by the liquidity of the company.

The results are consistent with the results of Ezat and El-Masry (2008) and Samaha
and Dahawy (2010), who find that the liquidity appears to be a significant variable
in explaining the intensity and quality of CGD. Similarly, Aly et al. (2010) and Al-
Moataz and Hussainey (2013) state that the liquidity of the company is one amongst

the main determinants of CGD.

However, in contrast to the results, Barako et al. (2006) and Samaha and Dahawy

(2011) find that the liquidity appears to have no significant effect on CGD.

H9(a) That there is a statistically significant positive relationship between
ownership structure and CGD quality.

Hypothesis 9(a) was accepted. The results suggest that ownership structure may
have a statistically highly significant and positive influence on CGD quality. This
suggests that companies with higher free float percentage will be more likely to have

high level of CGD quality.

The results are consistent with Ezat and El-Masry (2008), who suggest that
companies with high free float percentage disclose better CGD quality. The results
are also consistent with the 2011 revised listing rules, which increased the minimum
free float percentage of FTSE U.K. Index Series listed companies to 25%. Egypt

likewise revised its listing rules in 2020, requiring that the minimum free float for
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inclusion in EGX30 index to be at least 15% and for EGX70 EW!I index to be at least

10%.

H10(a) That there is a statistically significant positive relationship between

foreign institutional investors and CGD quality.

Hypothesis 10(a) was rejected. The results suggest that foreign institutional
investors may have a statistically significant and negative influence on CGD quality.
Although, it was expected that the existence of foreign institutional investors would

positively affect CGD quality.

These results are in contrast with Haniffa and Cooke (2002) and Tuan et al. (2020),
who suggest that there is a positive relationship between the existence of foreign
investors and the level of CGD. In the same vein, Barako et al. (2006), Mangena
and Tauringana (2007), and Wachira (2019) indicate that foreign ownership is
positively and significantly associated with the level of CGD. Furthermore, Mizuno
(2010) and Nakano and Nguyen (2013) state that foreign ownership is of greater

influence than that of domestic investors.

In general, the evidence presented contradicts the results since the results do not
support the linked research hypothesis that foreign institutional investors may

demand and influence higher level of CGD from listed companies.

Set Two: CG characteristics

This set is related to the following research objective.

Objective 3

To empirically identify varying CG characteristics as possibly associated with CGD

quality across two meaningfully identified sets of U.K. and Egyptian companies.

The results of each of the hypotheses that are tested and appropriately considered

in order to achieve this objective are next.
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H11(a) That there is a statistically significant negative relationship between
CEO duality and CGD quality.

Hypothesis 11(a) was accepted. The results suggest that CEO duality may have a
statistically highly significant and negative influence on CGD quality. This suggests
that CGD quality is lower when the executive manager also serves as the chairman

of BoD.

Similarly, Samaha and Dahawy (2011), Samaha et al. (2012), Elbadry et al. (2015),
Samaha et al. (2015), and Alabdullah et al. (2019) suggest that the CEO duality has

a significant negative effect on CGD quality of listed companies.

Nonetheless, while presenting contrary evidence, other literature counters this
argument. Anderson and Anthony (1986), lyengar and Zampelli (2009), and da
Costa and Martins (2019) claim that the CEO duality gives the company's leadership
a single focal point. Consequently, this would signal the stability of the company and

increase trust in the management.

H12(a) That there is a statistically significant positive relationship between
BoD size and CGD quality.

Hypothesis 12(a) was accepted. The results suggest that BoD size may have a
statistically highly significant and positive influence on CGD quality. This implies that

companies with a large number of BoD have better CGD.

The results are consistent with the results of Abdel-Fattah (2008), Ezat and EI-Masry
(2008), Samaha et al. (2015), and Alabdullah et al. (2019), who suggest that BoD

size has a positive effect on CGD quality.

H13(a) That there is a statistically significant positive relationship between

BoD independence and CGD quality.
Hypothesis 13(a) was accepted. The results suggest that BoD independence may

have a statistically highly significant and positive influence on CGD quality.
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The results are in line with Sanders and Boivie (2004), who consider that board
structure can be seen as a signal to attract potential investors when evaluating new
companies in new industries. As a result, BoD independence may have an impact

on CGD quality because it contributes in earning the trust of potential investors.

Similarly, Ezat and El-Masry (2008), Samaha and Dahawy (2010), Samaha et al.
(2012), Al-Moataz and Hussainey (2013), and Samaha et al. (2015) contend that

companies with a high proportion of independent directors have higher CGD quality.

In contrast to the results, Abdel-Fattah (2008) argues that BoD independence
appears to have a negative effect on corporate disclosure. Furthermore, Barako et
al. (2006) claim that BoD independence is significantly and negatively associated

with the disclosure in a developing country.

H14(a) That there is a statistically significant positive relationship between

audit committee and CGD quality.

Hypothesis 14(a) was not tested. The existence of an audit committee variable
appeared to have no variability in the sample of the U.K., while it showed low
variability in the sample of Egypt. This indicates that the listed companies in both

countries are adhering to the rule requiring the existence of an audit committee.

Set Three: Country-specific characteristics

This set is related to the following research objective.

Objective 4

To empirically examine and evaluate possible association of country-specific
characteristics and the adoption of CGD quality in two sets of comparable U.K.

and Egyptian companies.

The result of the hypothesis tested and appropriately considered in order to achieve

this objective is next.
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H15(a) That the U.K. has a statistically significant higher CGD quality than
Egypt.

Hypothesis 15(a) was accepted. The results suggest that the U.K. has a statistically
significant higher CGD quality than Egypt. According to Signalling Theory, it could
be implied that investors in the U.K. or Egypt would receive different signals
regarding the country-specific characteristics, reflecting different influence on CGD
quality as well. In other words, it implies that companies in a country with high
country-specific characteristics will tend to reflect a high level of CGD quality and so

“signal” the presence and exercise of sound CG practices.

The results are consistent with Bergléf and Pajuste (2005), who contend that CGD
varies substantially across companies from different countries. Similarly, La Porta
et al. (2008) state that the specific characteristics and nature of each country should
be considered when adopting corporate rules and regulations. They argue that a
source of massive delay and corruption in the developing countries are rules copied
from and suitable for developed economies. As a result, when comparing various
CGD practices, the two countries' varying economic development statuses (the U.K.

and Egypt) may have a considerable influence on the level of CGD quality.

The results are also in line with the revelations of international professional bodies
regarding the scores and rankings of both countries. According to the GCR of 2019,
in terms of the CG components?#, the U.K. scored 74.5% and was ranked 13" out
of 141 economies, while Egypt scored 61.5% and was ranked 63 (WEF, 2019).
Regarding the transparency and incidence of corruption components in 2019, the
U.K. scored 80% and was ranked 11" out of 141 economies, while Egypt scored

35% and was ranked 91t (WEF, 2019).

24 Section 4.4 offers details about CG score calculation.
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Similarly, in 2022, the CPI score of the U.K. dropped to 73%, which is the lowest
score since 2012. Accordingly, the U.K. was ranked 18" out of 180 countries. Egypt,
on the other hand, was ranked 130" with a CPI score of 30%, which is also its lowest

score since 2012 (Transparency International, 2023).

One could contend that differences among countries might be an insightful indicator
for CGD quality. Accordingly, these revelations are consistent with the results

suggesting that the U.K. has a statistically significant higher CGD quality than Egypt.

6.3.2.2 Robustness check discussion

This section discusses and presents the regression models that are used to test the
robustness of the main model C.3. This main model examines data from the U.K.
and Egypt jointly for company characteristics, CG characteristics, and country

variables.

Multiple regression analyses were performed to ensure robustness by dividing the
sample into U.K. and Egyptian data. The second level of division is in the
independent variables. As a result, the variables are divided into two sets: company
characteristics only and CG characteristics only. The two characteristics are then
merged and examined using the sample of each country. Then, in the third level,

the data from U.K. and Egypt are combined to test each set of characteristics.

The following tables present the results of the eight subsidiaries regression models,
along with the results of the main model C.3. Table 6.18 presents the detailed results
of the nine models. On the other hand, Table 6.19 presents a summary regarding

the results in terms of the significance and direction.
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Table 6.18 Robustness check results

Set A

Company Characteristics

Model A.l
Variable
Stock Exchange
Index

S&P ESG Index

0.0001**
Company age (0.00002)
Company size OO
pany (0.002)
Company Type of auditor
characteristics .
Cross-listing
o -0.008
Profitability (0.004)
S -0.001
Liquidity (0.001)
Ownership 0.007
structure (0.006)
Foreign institutional
investors
CEO duality
CG Characteristics BoD size
BoD independence
Audit Committee
Country Country
0.693
Constant (0.019)
No. of observations 195
R-squared % 25.8

Note: **, *. Denote significance at the 0.01 level and 0.05 respectively. Robust standard errors are shown in parentheses.

A.2

0.006
(0.008)
0.034**
(0.008)

-0.0002*

(0.0001)
0.044*
(0.005)
0.081**
(0.006)
-0.001
(0.006)
0.034**
(0.010)
0.006*
(0.020)
0.084**
(0.011)
-0.011
(0.006)

0.221
(0.045)
210
56.8

A3

0.036**
(0.005)
-0.0002**
(0.00003)
0.034**
(0.002)
0.089**
(0.005)
0.010
(0.006)
0.032**
(0.006)
0.005**
(0.001)
0.086**
(0.009)
-0.004
(0.005)

-0.048**
(0.006)
0.337
(0.022)
405
87.6
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Set B

CG Characteristics

B.1

0.004**
(0.001)
0.085**
(0.011)

0.782
(0.009)
195
32.9

B.2

-0.060**
(0.006)
0.014**
(0.001)
-0.006
(0.018)

0.576
(0.014)
210
24.8

B.3

-0.062**
(0.004)
0.009**
(0.001)
0.006
(0.009)

-0.225%*
(0.003)
0.820
(0.008)
405
78.7

Set C

Company and CG Characteristics

Cl1

0.00005
(0.00003)

0.015*
(0.001)

0.011*
(0.005)

0.030%*
(0.011)

0.002**
(0.001)
0.094**
(0.012)

0.619
(0.020)
195
36.9

C.2

0.033*
(0.004)

-0.0003**
(0.00008)

0.032*
(0.005)
0.088*
(0.006)

0.050**
(0.010)
0.007*
(0.002)
0.072%
(0.011)
-0.014**
(0.003)
-0.039**
(0.004)
0.003**
(0.001)
0.027
(0.015)

0.296
(0.045)
210
61.8

C.3

0.032**
(0.004)
-0.0002**
(0.00003)
0.029**
(0.002)
0.089*
(0.004)
0.010*
(0.005)
0.037*
(0.005)
0.006**
(0.001)
0.075*
(0.008)
-0.007*
(0.003)
-0.035**
(0.003)
0.003**
(0.001)
0.038*
(0.009)

-0.050**
(0.006)
0.354
(0.024)
405
88.9



Table 6.19 Regression Results Summary

Set A Set B Set C
Company CG Company and CG
Characteristics Characteristics Characteristics
Model Al A.2 A.3 B.1 B.2 B.3 C.1 C.2 C.3
R-squared % 25.8 56.8 87.6 329 248 78.7 36.9 61.8 88.9
Variable
Stock Exchange Index
S&P ESG Index +*% +x* R 4xx
Company age rx * kk ok .
Company size S xx o Sk . .
Type of auditor +** +** SR Hxx
checl:r%r:tg?igics Cross-listing +*
Pr0f|tab|llty +** +** +* R Hxx
L|C]U|d|ty +* +** R Hxk
Ownership structure r e R e o
Foreign institutional " .
investors - ;
CEO dua“ty kK Kk k% _x%
CG Characteristics SODS 20 e e s S ok Rk
BoD independence 5% r .
Audit Committee
Country Country X% k% %%

Note: **, *. Denote significance at the 0.01 level and 0.05 respectively.
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As per the above tables, the regression results of almost all variables in the
subsidiaries models are consistent with the main model. The variables in the
subsidiaries models that appear to have a statistically significant relationship with
CGD quality also appear to have a statistically significant relationship in the main

model.

Although the relationship between CGD quality and company age appears to be
significant in all models, the direction of the relationship was positive in the U.K. and
negative in Egypt, as well as in the main model. In terms of the cross-listing, it was
only found in the main model that it significantly and positively influences CGD

quality.

Further insights into the nine models in terms of their R-squared results follow.

Table 6.20 R-squared % results

Country
W UK. Egypt U.K.and Egypt

Company 25.8% 56.8% 87.6%
CG 32.9% 24.8% 78.7%
Company and CG 36.9% 61.8% 88.9%

According to the results of all nine models, the highest R-squared was associated
with Model C.3. As mentioned earlier, this model examined data from the U.K. and
Egyptian companies jointly in respect to the company characteristics and the CG
characteristics jointly, in addition to the country variable. Furthermore, it appears
that the highest R-squared in each set were associated with Models A.3 (87.6%),
B.3 (78.7%), and C.3 (88.9%). As stated earlier, these models examined data from

the U.K. and Egyptian companies jointly.

Additionally, for data examined from the U.K. in each set (Models A.1, B.1, and C.1),
the highest R-squared was associated with Model C.1 in respect to the company

characteristics and the CG characteristics jointly. The data from the Egyptian

273



sample revealed the same results. After considering Models A.2, B.2, and C.2, the
highest R-squared was associated with Model C.2 in respect to the company

characteristics and the CG characteristics jointly.

In general, the results of the subsidiaries models appear to be consistent with those

of the main model, contributing to the robustness of the latter results.

The following paragraphs discuss the results of each subsidiary model.

Set A: Company Characteristics

Model A.1

This model examined the data of the sampled U.K. companies only. As stated in the
descriptive results, five company characteristics variables had no variation and as a
result, they were excluded from this regression model. These variables are stock
exchange index, S&P ESG index, type of auditor, cross-listing, and foreign

institutional investors.

The results of Model A.1 reveal a highly significant at p-value < 0.01 and positive
relation between CGD and two variables, i.e., company age (B = 0.0001) and
company size (B = 0.019). However, profitability, liquidity, and ownership structure
appear to have no significant influence on CGD quality. In this model R-squared =
0.258, which means that only 25.8% of the variability in CGD is explained by the

examined company characteristics variables.

Model A.2

This model examined the sampled Egyptian companies only. All 10 company
characteristics variables were considered. However, not all of these variables
revealed to have a significant influence on the CGD. The results reveal a highly
significant at p-value < 0.01 and positive relation between CGD and the following

variables S&P ESG index (B = 0.034), company size (B = 0.044), type of auditor (3
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= 0.081), profitability (8 = 0.034), and ownership structure (B = 0.084). Additionally,
liquidity had a significant positive relation with CGD (8 = 0.006, p-value < 0.05).
However, company age had a significant negative relation with CGD (3 = -0.0002,
p-value < 0.05). However, stock exchange index, cross-listing, and foreign
institutional investors appear to have no significant influence on CGD quality. In this
model R-squared = 0.568, which means that almost 57% of the variability in CGD is

explained by the examined company characteristics variables.

Model A.3

In Model A.3, data from the sampled U.K. and Egyptian companies jointly were
examined. The stock exchange index variable is excluded, as it is a different index
in each country. However, the country variable is added to examine the influence, if

any, of the country on CGD quality.

The following variables had a highly significant at p-value < 0.01 and positive relation
with CGD, S&P ESG index (B = 0.036), company size ( = 0.034), type of auditor (3
= 0.089), profitability (8 = 0.032), liquidity (8 = 0.005), and ownership structure ( =
0.086). However, company age (B = -0.0002) had a highly significant at p-value <
0.01 and negative relation with CGD. Additionally, the country (B = -0.048) had a
highly significant at p-value < 0.01 and negative relation with CGD. Cross-listing and
foreign institutional investors revealed to have no significant relation with CGD. In
this model R-squared = 0.876, which means that almost 88% of the variability in

CGD is explained by the examined company characteristics variables.

Set B: CG Characteristics

Model B.1
This model examined the data of the sampled U.K. companies only. As stated in the
descriptive results, two CG characteristics variables had low or no variation and as

a result, they were excluded from the regression model. These variables are CEO
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duality and audit committee. In terms of the remaining CG characteristics variables,
the results revealed a highly significant at p-value < 0.01 and positive relation with
CGD and BoD size (B = 0.004) and BoD independence (8 = 0.085). In this model R-
squared = 0.329, which means that only 32.9% of the variability in CGD is explained

in only relatively weak terms by the examined CG characteristics variables.

Model B.2

This model examined the data of the sampled Egyptian companies only. As stated
in the descriptive results, the audit committee variable had low variation and as a
result, it was excluded from the regression model. The results revealed that there is
a highly significant at p-value < 0.01 and positive relation between CGD and BoD
size (B = 0.014). On the other hand, there is a highly significant at p-value < 0.01
and negative relation between CGD and CEO duality (B = -0.06). As for BoD
independence, it appeared to have no significant influence on CGD. In this model
R-squared = 0.248, which means that almost 25% of the variability in CGD is

explained by the examined CG characteristics variables.

Model B.3

In Model B.3, data from the sampled U.K. and Egyptian companies jointly were
examined. The audit committee variable is excluded from the model, as it had low
or no variability in the samples of the U.K. and Egyptian companies. Also, the
country variable is added to examine the influence, if any, of the country on the CGD
quality. The results revealed a highly significant at p-value < 0.01 and positive
relation with CGD and BoD size (f = 0.009). On the other hand, the results revealed
a highly significant at p-value < 0.01 and negative relation with CGD and CEO duality
(B = -0.062). Additionally, the country (B = -0.225) had a highly significant at p-
value < 0.01 and negative relation with CGD. In this model R-squared = 0.787, which
means that almost 79% of the variability in CGD is explained by the examined CG

characteristics variables.
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Set C: Company and CG characteristics

Model C.1

This model examined the data of the sampled U.K. companies only. The liquidity
was removed from the model as it appeared to have no significant influence on CGD
in the first run of this regression model. The final results of this regression model
revealed that the company characteristics which had a highly significant at p-value <
0.01 and positive relation with CGD are company size (B = 0.015) and ownership
structure (B = 0.03). Additionally, profitability (8 = 0.011) had a significant at p-
value < 0.05 and positive relation with CGD. As for company age, it appeared to

have no significant influence on CGD.

Regarding the CG characteristics, the results revealed that there is a highly
significant at p-value < 0.01 and positive relation between CGD and BoD size (B =
0.002) and BoD independence (B = 0.094). In this model R-squared = 0.369, which
means that 36.9% of the variability in CGD is explained by the examined company
characteristics and CG characteristics variables. It is important to note that this
model has the highest explanatory power among the three models that were tested

using data from U.K. companies.

Model C.2

This model examined the data of the sampled Egyptian companies only. In the prior
runs of this regression model, cross-listing and Stock Exchange index variables
were removed, in this particular order, as they had no significant influence on CGD.
The final results of this regression model revealed that the company characteristics
which had a highly significant at p-value < 0.01 and positive relation with CGD are
S&P ESG index (B = 0.033), company size (B = 0.032), type of auditor (8 = 0.088),
profitability (B = 0.05), liquidity (B = 0.007), and ownership structure (B = 0.072).
However, the company characteristics which had a highly significant at p-value <
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0.01 and negative relation with CGD are company age (B = -0.0003) and foreign

institutional investors (B = -0.014).

Regarding the CG characteristics, the results revealed that there is a highly
significant at p-value < 0.01 and positive relation between CGD and BoD size (B =
0.003). On the other hand, it appeared that there is a highly significant at p-value <
0.01 and negative relation between CGD and CEO duality (B = -0.039). As for BoD

independence, it appeared to have no significant influence on CGD.

In this model R-squared = 0.618, which means that 61.8% of the variability in CGD
is explained by the examined company characteristics and CG characteristics
variables. It is important to note that this model has the highest explanatory power

among the three models that were tested using data from Egyptian companies.

The following section discusses the results of the business sector hypotheses.

6.3.3 Discussion of the business sectors results?®

The result of each hypothesis is presented along with a discussion of the appropriate
statistical analysis results. 8 hypotheses are tested and appropriately considered in

order to achieve the following,

Objective 5

To empirically identify and then provide possible explanatory interpretations for CGD
guality differences within and between the six identified business sectors across

the sets of U.K. and Egyptian companies.

25 Table 5.4 presents the final testable samples details.
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The intra-country business sectoral results are to be discussed first. They are
attained through employing the analysis of variance. Then, the results of the inter-

country business sectoral are discussed. These are the outcomes of the T-test.

6.3.3.1 Discussion of the intra-country business sectoral results

The results presented as an outcome of the testing in this section are intra-country
sectoral comparisons and evaluations?® which examine sets of business sectors

within two countries - i.e., U.K. and Egypt.

6.3.3.1.1 Discussion of the intra-country business sectoral results in the U.K.

This sub-section discusses the results of the analysis of the U.K. business sectors,

but first the following table presents the descriptive statistics of the sectors.

Table 6.21 Descriptive Statistics of the business sectors in U.K.

95%

Confidence

No. Sector N Mean Sg\j/ ESr tr?).r Min Max Intt;/rlgglnfor

Lower = Upper

Bound Bound
Consumer

1 ) 57 0.912 0.036 0.005 0.827 0.962 0.902 0.921
Cyclicals
Consumer

2 Non- 36 0.925 0.027 0.005 0.846 0.962 0.915 0.934
Cyclicals

3 Industrials 33 0.938 0.029 0.005 0.904 1 0.927 0.948
Basic

4 ) 30 0.926 0.020 0.004 0.885 0.962 0.918 0.933
Materials

5 Technology 27 0.922 0.025 0.005 0.885 0.962 0.912 0.932
Real Estate 12 0.888 = 0.020 0.006 @ 0.865 @ 0.923 0.875 0.900
Total 195 0921 @ 0.031 0.002 @ 0.827 1 0.916 0.925

26 Given the limitation and the form of the results of the intra-sectoral comparisons and evaluations,
it could be suggested to be a proposition rather than a hypothesis. Nevertheless, it is treated as a
hypothesis as it deals with quantitative results.
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As shown in the above table, the real estate sector appeared to have the lowest
mean value of CGD quality 88.8%, representing almost 90% of the disclosure items.
This could be due to the fact that this sector has the least number of companies in
the sample. Nevertheless, the final testable sample included all the listed companies
in this sector in the U.K. This sector appeared to have a minimum CGD quality score

86.5% and a maximum score 92.3%.

On the other hand, the industrials sector appeared to have the highest mean value
of CGD quality 93.8%, representing almost 94% of the disclosure items. This could
be due to the fact that this is the only sector that had a maximum CGD quality score
of 1 among all the six identified business sectors in the U.K. It is worth mentioning
that only one company in the U.K. had a total CGD quality score of 1, and that
company was in fact in the industrials sector. Additionally, this sector appeared to
have a minimum CGD quality score 90.4%, which is considered the highest

minimum score across the six business sectors.

As for the consumer cyclicals sector, it appeared to have an average CGD quality
91.2%, with the lowest minimum CGD quality score 82.7% across all six sectors and

maximum CGD quality score 96.2%.

Similarly, the consumer non-cyclicals, basic materials, and technology sectors
appeared to have the same maximum CGD quality score 96.2%. However, their
minimum and average scores differ. The consumer non-cyclicals sector appeared
to have a minimum CGD quality score 84.6% and an average score 92.5%. The
basic materials sector appeared to have a minimum CGD quality score 88.5% and
an average score 92.6%. Finally, the technology sector appeared to have the same
minimum CGD quality score 88.5% as the basic materials sector and an average

score 92.2%.
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After discussing the descriptive statistics, a discussion of the results of the ANOVA

follows.

Table 6.22 Test of Homogeneity of Variances of CGD Quality Index Score for
the U.K. business sectors
Levene Statistic dfl df2 Sig.
3.063 5 189 0.011
The above table shows the test of homogeneity of variances. Since the Levene's
Statistic is significant at p-value < 0.05, the equal variance was not assumed. This
indicates that there is a statistically significant difference between the business

sectors. The next step is to conduct the analysis of variance.

Table 6.23 Results of the Analysis of Variance (ANOVA) for the U.K. business

sectors
Sum of Mean ,
Squares df Square F Sig.
Between Groups 0.028 5 0.006 6.790 0.000
Within Groups 0.157 189 0.001
Total 0.185 194

As per the above table, the results of the analysis of variance for the U.K. sectors
appear to suggest that there is a statistically significant difference in the mean value
of CGD quality between the identified six business sectors in the U.K. This is evident
as the results show that the p-value < 0.05, which indicates that at least one sector
is different from the other sectors in the mean CGD quality index score. Accordingly,
the following table reveals the CGD quality index score mean differences between

the six identified business sectors in the U.K using one-way ANOVA test.
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Table 6.24 CGD quality index score mean difference for the U.K. business

sectors

(1

Sector

Basic Materials

Industrials

Consumer Non-
Cyclicals

Real Estate

Consumer
Cyclicals

Technology

()

Sector

Industrials
Consumer Non-
Cyclicals
Real Estate
Consumer Cyclicals
Technology
Basic Materials
Consumer Non-
Cyclicals
Real Estate
Consumer Cyclicals
Technology
Basic Materials
Industrials
Real Estate
Consumer Cyclicals
Technology
Basic Materials
Industrials
Consumer Non-
Cyclicals
Consumer Cyclicals
Technology
Basic Materials
Industrials
Consumer Non-
Cyclicals
Real Estate
Technology
Basic Materials
Industrials
Consumer Non-
Cyclicals
Real Estate
Consumer Cyclicals

Note: *. Denote significance at the 0.05 level.
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(1-J)
Mean
Difference

-0.012
0.001

0.038"
0.014
0.004
0.012

0.013

0.050"
0.026"
0.016
-0.001
-0.013
0.037"
0.013
0.003
-0.038"
-0.050"

-0.037"

-0.024
-0.034"
-0.014
-0.026"

-0.013

0.024
-0.010
-0.004
-0.016

-0.003

0.034°
0.010

Std.
Error

0.007
0.007

0.010
0.006
0.008
0.007

0.007

0.010
0.006
0.007
0.007
0.007
0.010
0.006
0.007
0.010
0.010

0.010

0.009
0.010
0.006
0.006

0.006

0.009
0.007
0.008
0.007

0.007

0.010
0.007

Sig.

0.565
1.000

0.002
0.287
0.995
0.565

0.425

0.000
0.001
0.271
1.000
0.425
0.002
0.303
0.998
0.002
0.000

0.002

0.093
0.011
0.287
0.001

0.303

0.093
0.700
0.995
0.271

0.998

0.011
0.700



The above table shows the results of one-way ANOVA that is used to test CGD
quality scores across the six identified business sectors. It compares each sector

and the other sectors in CGD quality.

The results reveal that there is no statistically significant difference in the mean
value of CGD quality between real estate sector and consumer cyclicals sector as
p-value > 0.05. However, the mean value of CGD quality of real estate sector is
statistically significantly different from the other sectors as p-value < 0.05, namely

basic materials, industrials, consumer non-cyclicals, and technology sectors.

Furthermore, the results appeared to suggest that there is a statistically significant
difference in the mean value of CGD quality between the industrials sector and both
real estate and consumer cyclicals sectors as p-value < 0.05. However, the results
suggested that there is no statistically significant difference in the mean value of
CGD quality between industrials sector and the other sectors (basic materials,

consumer non-cyclicals, and technology) as p-value > 0.05.

Regarding the other business sectors, the results appear to indicate that there is no
statistically significant difference in the mean value of CGD quality across them as

p-value > 0.05.

Another presentation of the CGD quality index score mean differences across the

six business sectors is in the following table.

Table 6.25 CGD quality index score mean differences between the business

sectors in the U.K.

Consumer

Basic Consumer . Real
Sector . . non- Industrials Technology
materials cyclicals . estate
cyclicals
Basic N
materials
Consumer N
cyclicals
Consumer N
non-cyclicals
Industrials \ V
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. Consumer
Basic Consumer Real

Sector . : non- Industrials Technology
materials cyclicals ! estate
cyclicals
Real estate \/ \ \ \/
Technology \

As stated earlier, the above table highlights the statistically significant difference in
the CGD quality mean value between the six business sectors. It shows that there
is a statistically significant difference in the CGD quality mean value between the
real estate sector and the basic materials, consumer non-cyclicals, industrials, and
technology sectors. Additionally, there is a statistically significant difference in the
CGD quality mean value between the industrials sector and consumer cyclicals
sector. As for the other sectors, there is no statistically significant difference in the

CGD quality mean value between them.

Table 6.26 Homogeneous subsets of the business sectors in the U.K.

CGD Quality Index Score
Subset for alpha = 0.05

Sector N 1 5 3

Real Estate 12 0.888
Consumer Cyclicals 57 0.912
Technology 27 0.921 0.922
Consumer Non-Cyclicals 36 0.925 0.925
Basic Materials 30 0.926 0.926
Industrials 33 0.938

Sig. 1.000 0.520 0.341

As shown in the above table, the real estate sector falls in a subset by itself. This
suggests that there is a statistically significant difference in the CGD quality index
score between the real estate sector and the other sectors. However, the second
subset includes the consumer cyclicals, technology, consumer non-cyclicals, and
basic materials sectors. This means that there is no statistically significant difference
in the CGD quality index score between these sectors. Similarly, the third subset

includes the technology, consumer non-cyclicals, basic materials, and industrials
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sectors. This means that there is no statistically significant difference in the CGD
quality index score between these sectors. Meanwhile, it also suggests that there is
a statistically significant difference in the CGD quality index score between

consumer cyclicals and industrials sectors.

Based on the above discussions and considerations, the related hypothesis testing

result is as follows:

H16(a) That there is a statistically significant difference in CGD quality across

the identified six business sectors in the U.K.

Hypothesis 16(a) was accepted.

The following section discusses the business sectors within the sample of the

Egyptian listed companies.

6.3.3.1.2 Discussion of the intra-country business sectoral results in Egypt

This sub-section discusses the results of the analysis of the Egyptian business

sectors. First, the descriptive statistics are presented in the following table.

Table 6.27 Descriptive Statistics of the business sectors in Egypt

95%

Confidence

No. Sector N Mean Sg\j/ ESrtr((j).r Min Max Intt;;;:Lfor

Lower | Upper

Bound Bound
Basic

1 ) 51 0.641 0.082 0.012 0.500 0.810 0.617 0.664
Materials

2 Real Estate 48 0.664 0.107 0.015 0.420 0.830 0.633 0.695
Consumer

3 ) 45 0.646 0.104 0.016 0.460 0.810 0.614 0.677
Cyclicals

4 Industrials 36 0.647 0.122 0.020 0.400 0.830 0.606 0.688
Consumer

S) Non- 24 0.682 0.106 0.022 0.637 0.726 0.460 0.830
Cyclicals

6 Technology 6 0.793 0.059 0.024 0.710 0.850 0.732 0.855

Total 210 0.657 0.105 0.007 0.400 0.850 0.643 0.671
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As shown in the above table, the basic materials sector appears to have the lowest
mean value of CGD quality 64.1%, representing almost 64% of the disclosure items.
This sector appeared to have a minimum CGD quality score 50% and a maximum

score 81%.

On the other hand, the technology sector appeared to have the highest mean value
of CGD quality 79.3%, representing almost 80% of the disclosure items. This result
highly suggests that the technology sector may have higher disclosure standards
because its mean value is the highest. Additionally, the fact that this sector had the
least number of companies in the sample may be the cause of this. As stated earlier,
all companies listed in this sector were considered for examination, except one
company that was excluded due to data unavailability. The minimum and maximum
CGD quality scores for this sector appeared to be the highest of all the sectors, at

71% and 85%, respectively.

Similarly, the real estate and industrials sectors appeared to have the same
maximum score 85%, however their minimum scores are slightly different at 42%
and 40%, respectively. The real estate sector appeared to have higher value than
the industrials sector in terms of their average CGD quality, with 66.4% and 64.7%,

respectively.

Regarding the consumer cyclicals sector, it appeared to have an average CGD
guality 64.6%, with a minimum CGD quality score 46% and maximum CGD quality
score 81%. As for the consumer non-cyclicals sector, it appeared to have an
average CGD quality 68.2%, with a minimum CGD quality score 63.7% and

maximum CGD quality score 72.6%.
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Table 6.28 Test of Homogeneity of Variances of CGD Quality Index Score for
the Egyptian business sectors
Levene Statistic dfl df2 Sig.
1.718 5 204 0.132
The above table shows the test of homogeneity of variances. Since the Levene's
Statistic is not significant at p-value > 0.05, the equal variance was assumed. This
indicates that there is no significant difference between the business sectors. The

next step is to conduct the analysis of variance.

Table 6.29 Results of the Analysis of Variance (ANOVA) for the Egyptian

business sectors

Sum of Mean

Squares df Square F Sig.
Between Groups 0.151 5 0.030 2.874 0.016
Within Groups 2.147 204 0.011
Total 2.299 209

As per the table, the results of the analysis of variance for the Egyptian sectors
appear to show that the p-value < 0.05, which indicates that there is a statistically
significant difference in the mean value of CGD quality between the identified six
business sectors. In other words, there is at least one sector that is different from
the other sectors in the mean value of CGD quality. This sector is to be identified in

the following table using one-way ANOVA test.

Table 6.30 CGD quality index score mean difference for the Egyptian business

sectors
(1-J)
() ) Mean Std. Sig.
Sector Sector ) Error
Difference
Industrials -0.007 0.022 1.000
Basic Materials Consumer -0.005 0021  1.000
Cyclicals
Real Estate -0.023 0.021 0.876
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(I-J)

() J) Std. .
Sector Sector : Mean Error Sig.
Difference
Consumer Non-
. -0.041 0.025 0.588
Cyclicals
Technology -0.153" 0.044 0.009
Basic Materials 0.007 0.022 1.000
Consumer 0.002 0.023  1.000
Cyclicals
Industrials Real Estate -0.016 0.023 0.979
Consumer Non- -0.034 0027  0.799
Cyclicals
Technology -0.146" 0.045 0.018
Basic Materials 0.005 0.021 1.000
Industrials -0.002 0.023 1.000
Consumer Real Estate -0.018 0.021 0.959
lical -
Cyclicals Consumer Non -0.036 0026  0.732
Cyclicals
Technology -0.148" 0.045 0.014
Basic Materials 0.023 0.021 0.876
Industrials 0.016 0.023 0.979
Consumer
Real Estate Cyclicals 0.018 0.021 0.959
Consumer Non- -0.018 0026  0.981
Cyclicals
Technology -0.130° 0.044 0.044
Basic Materials 0.041 0.025 0.588
Industrials 0.034 0.027 0.799
Consumer Non- Consumer 0.036 0026  0.732
Cyclicals Cyclicals
Real Estate 0.018 0.026 0.981
Technology -0.112 0.047 0.167
Basic Materials 0.153" 0.044 0.009
Industrials 0.146" 0.045 0.018
Consumer 0.148" 0.045  0.014
Technology Cyclicals
Real Estate 0.130" 0.044 0.044
Consumer Non- 0.112 0.047  0.167
Cyclicals

Note: *. Denote significance at the 0.05 level.

As presented in the above table, the results of one-way ANOVA indicated that, with

the exception of consumer-non cyclicals sector, which has a p-value > 0.05, the
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mean value of CGD quality in the technology sector is statistically significantly

different from all other sectors as p-value < 0.05.

Regarding all the other sectors, the results reveal that there is no statistically
significant difference in the mean value of CGD quality between them as p-value >

0.05.

Another presentation of the CGD quality index score mean differences across the

Six business sectors is in the following table.

Table 6.31 CGD quality index score mean differences between the business

sectors in Egypt

Consumer

Basic Consumer . Real
Sector : . non- Industrials Technology
materials cyclicals . estate
cyclicals
Basic 4
materials
Consumer N
cyclicals
Consumer
non-cyclicals
Industrials \
Real estate N
Technology \ \ \ \

As stated earlier, the above table highlights the statistically significant difference in
the CGD quality mean value between the six business sectors. It shows that there
is a statistically significant difference in the CGD quality mean value between the
technology sector and the basic materials, consumer cyclicals, industrials, and real
estate sectors. As for the other sectors, there is no statistically significant difference

in the CGD quality mean value between them.

Table 6.32 Homogeneous subsets of the business sectors in Egypt

CGD Quality Index Score
Subset for alpha = 0.05

Sector N
1 2
Basic Materials 51 0.641
Consumer Cyclicals 45 0.646
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CGD Quality Index Score
Subset for alpha = 0.05

Sector N
1 2
Industrials 36 0.647
Real Estate 48 0.664
Consumer Non-Cyclicals 24 0.682
Technology 6 0.793
Sig. 0.802 1.000

As presented in the above table, the results of the homogeneous subsets of the
business sectors in Egypt reveal that all business sectors fall in the same subset,
except the technology sector. This suggests that there is no statistically significant
difference between these five sectors. However, the technology sector falls in a
group by itself, and this is because its CGD quality mean value is statistically

significantly different from the other sectors.

Based on the above discussions and considerations, the related hypothesis testing
result is as follows:

H16(b) That there is a statistically significant difference in CGD quality across
the identified six business sectors in Egypt.

Hypothesis 16(b) was accepted.

After discussing the results of the differences in the business sectors within U.K.
and Egypt, the following section discusses the results of the differences of the

business sectors between U.K. and Egypt.

6.3.3.2 Discussion of the inter-country business sectoral results

This section discusses the results of the inter-country business sectoral results
using T-Test. The following discussion of the results of the T-test, of the six business
sectors, is in descending order according to the total number of companies per

sector in the U.K. and Egypt jointly.
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6.3.3.2.1 Consumer cyclicals sector

The first sector is consumer cyclicals, where there are 57 firm-year observations in

the U.K. and 45 in Egypt.

Table 6.33 Group statistics consumer cyclicals sector and CGD Quality

Consumer cyclicals Grou N  Mean Std. Std. Error
sector P Dev. Mean

CGD Quality Index U.K. 57 0.910 0.035 0.005
SIS Egypt 45 0646  0.104 0.016

As per the above table, it appears that the consumer cyclicals companies in the U.K.
have a mean CGD quality index score of 0.910, which is higher than that of
companies in Egypt operating in the same sector, which have a mean CGD quality
index score of 0.646. Furthermore, the deviation in CGD quality between companies

is higher in Egypt (Std. Dev. = 0.104) than the U.K. (Std. Dev. = 0.035).

Then, the results of Levene's Test for Equality of Variances indicate that the equal
variance is not assumed between the two countries as p-value < 0.05. Thus, there
is a statistically significant difference between the two countries in the mean CGD
quality index score. Even though the companies are grouped under the same sector,
this is expected as the sample consists of two different countries with distinct
characteristics. Accordingly, to compare the mean difference of CGD quality index
score between the two countries, the t-test using the equal variance not assumed

results is presented in the following table.

Table 6.34 Results of t-test for consumer cyclicals sector

t-test for Equality of Means

t-test Variable
t-Value Sig. Mean Difference

CGD Quality

16.249 0.000 0.264
Index Score
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As per the above table, there is a statistically significant difference (t = 16.249, p-
value < 0.05) in the mean CGD quality index score in companies between the U.K.
and Egypt. The U.K. companies appeared to have a mean CGD quality index score

higher than companies in Egypt by 0.264.

6.3.3.2.2 Basic materials sector

The basic materials sector is the second to discuss, where there are 30 firm-year

observations in the U.K. and 51 in Egypt.

Table 6.35 Group statistics basic materials sector and CGD Quality

Basic materials sector Group N Mean Std. Std. Error
Dev. Mean
K. .92 .021 .004
CGD Quality Index v 30 | 0923 0.0 0.00
Score Egypt 51 0.641  0.082 0.012

As per the above table, it appears that the basic materials companies in the U.K.
have a mean CGD quality index score of 0.923, which is higher than that of
companies in Egypt operating in the same sector, which have a mean CGD quality
index score of 0.641. Furthermore, the deviation in CGD quality between companies

is higher in Egypt (Std. Dev. = 0.082) than the U.K. (Std. Dev. = 0.021).

Then, the results of Levene's Test for Equality of Variances indicate that the equal
variance is not assumed between the two countries as p-value < 0.05. Thus, there
is a statistically significant difference between the two countries in the mean CGD
quality index score. Even though the companies are grouped under the same sector,
this is expected as the sample consists of two different countries with distinct
characteristics. Accordingly, to compare the mean difference of CGD quality index
score between the two countries, the t-test using the equal variance not assumed

results is presented in the following table.
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Table 6.36 Results of t-test for basic materials sector

t-test for Equality of Means

t-test Variable
t-Value Sig. Mean Difference

CGD Quality
Index Score

23.218 0.000 0.282
As per the above table, there is a statistically significant difference (t = 23.218, p-
value < 0.05) in the mean CGD quality index score in companies between the U.K.

and Egypt. The U.K. companies appeared to have a mean CGD quality index score

higher than companies in Egypt by 0.282.

6.3.3.2.3 Industrials sector

The third sector is the industrials, where there are 33 firm-year observations in the

U.K. and 36 in Egypt.

Table 6.37 Group statistics industrials sector and CGD Quality

Industrials sector Group N Mean Std. Std. Error
Dev. Mean
CGD Quality Index U.K. 33 0.935 0.030 0.005
=0eIE Egypt 36 0647  0.122 0.020

As per the above table, it appears that the industrials companies in the U.K. have a
mean CGD quality index score of 0.935, which is higher than that of companies in
Egypt operating in the same sector, which have a mean CGD quality index score of
0.647. Furthermore, the deviation in CGD quality between companies is higher in

Egypt (Std. Dev. = 0.122) than the U.K. (Std. Dev. = 0.030).

Then, the results of Levene's Test for Equality of Variances indicate that the equal
variance is not assumed between the two countries as p-value < 0.05. Thus, there
is a statistically significant difference between the two countries in the mean CGD

quality index score. Even though the companies are grouped under the same sector,
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this is expected as the sample consists of two different countries with distinct
characteristics. Accordingly, to compare the mean difference of CGD quality index
score between the two countries, the t-test using the equal variance not assumed

results is presented in the following table.

Table 6.38 Results of t-test for industrials sector

t-test for Equality of Means
t-test Variable _
t-Value Sig. Mean Difference

CGD Quality
Index Score

13.755 0.000 0.288
As per the above table, there is a statistically significant difference (t = 13.755, p-
value < 0.05) in the mean CGD quality index score in companies between the U.K.

and Egypt. The U.K. companies appeared to have a mean CGD quality index score

higher than companies in Egypt by 0.288.

6.3.3.2.4 Consumer non-cyclicals sector

The fourth sector is consumer non-cyclicals, where there are 36 firm-year

observations in the U.K. and 24 in Egypt.

Table 6.39 Group statistics consumer non-cyclicals sector and CGD Quality

Consumer non-cyclicals Grou N  Mean Std. Std. Error
sector P Dev. Mean
_ U.K. 36 0.923 0.026 0.004
CGD Quality Index
Score
Egypt 24 0.682 0.106 0.022

As per the above table, it appears that the consumer non-cyclicals companies in the
U.K. have a mean CGD quality index score of 0.923, which is higher than that of
companies in Egypt operating in the same sector, which have a mean CGD quality
index score of 0.682. Furthermore, the deviation in CGD quality between companies

is higher in Egypt (Std. Dev. = 0.106) than the U.K. (Std. Dev. = 0.026).
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Then, the results of Levene's Test for Equality of Variances indicate that the equal
variance is not assumed between the two countries as p-value < 0.05. Thus, there
is a statistically significant difference between the two countries in the mean CGD
quality index score. Even though the companies are grouped under the same sector,
this is expected as the sample consists of two different countries with distinct
characteristics. Accordingly, to compare the mean difference of CGD quality index
score between the two countries, the t-test using the equal variance not assumed

results is presented in the following table.

Table 6.40 Results of t-test for consumer non-cyclicals sector

t-test for Equality of Means
t-test Variable _
t-Value Sig. Mean Difference

CGD Quality
Index Score

10.953 0.000 0.241
As per the above table, there is a statistically significant difference (t = 10.953, p-
value < 0.05) in the mean CGD quality index score in companies between the U.K.

and Egypt. The U.K. companies appeared to have a mean CGD quality index score

higher than companies in Egypt by 0.241.

6.3.3.2.5 Real estate sector

The real estate sector, where there are 12 firm-year observations in the U.K. and

48 in Egypt, is the fifth sector to discuss.

Table 6.41 Group statistics real estate sector and CGD Quality

Real estate sector Group N Mean Std. Std. Error
Dev. Mean
CGD Quality Index U.K. 12 0.887 0.017 0.005
Score Egypt 48 0664  0.107 0.015

As per the above table, it appears that the real estate companies in the U.K. have a

mean CGD quality index score of 0.887, which is higher than that of companies in

295



Egypt operating in the same sector, which have a mean CGD quality index score of
0.664. Furthermore, the deviation in CGD quality between companies is higher in

Egypt (Std. Dev. = 0.107) than the U.K. (Std. Dev. = 0.017).

Then, the results of Levene's Test for Equality of Variances indicate that the equal
variance is not assumed between the two countries as p-value < 0.05. Thus, there
is a statistically significant difference between the two countries in the mean CGD
quality index score. Even though the companies are grouped under the same sector,
this is expected as the sample consists of two different countries with distinct
characteristics. Accordingly, to compare the mean difference of CGD quality index
score between the two countries, the t-test using the equal variance not assumed

results is presented in the following table.

Table 6.42 Results of t-test for real estate sector

t-test for Equality of Means

t-test Variable _
t-Value Sig. Mean Difference

CGD Quality

13.803 0.000 0.223
Index Score

As per the above table, there is a statistically significant difference (t = 13.803, p-
value < 0.05) in the mean CGD quality index score in companies between the U.K.
and Egypt. The U.K. companies appeared to have a mean CGD quality index score

higher than companies in Egypt by 0.223.

6.3.3.2.6 Technology sector

The sixth and last sector is technology, where there are 27 firm-year observations

in the U.K. and 6 in Egypt.
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Table 6.43 Group statistics technology sector and CGD Quality

Technology sector Group N Mean Std. Std. Error
Dev. Mean
CGD Quality Index UK. 27 0919 0.026 0.005
Seore Egypt 6 0793  0.059 0.024

As per the above table, it appears that the technology companies in the U.K. have
a mean CGD quality index score of 0.919, which is higher than that of companies in
Egypt operating in the same sector, which have a mean CGD quality index score of
0.793. Furthermore, the deviation in CGD quality between companies is higher in

Egypt (Std. Dev. = 0.059) than the U.K. (Std. Dev. = 0.026).

Then, the results of Levene's Test for Equality of Variances indicate that the equal
variance is not assumed between the two countries as p-value < 0.05. Thus, there
is a statistically significant difference between the two countries in the mean CGD
quality index score. Even though the companies are grouped under the same sector,
this is expected as the sample consists of two different countries with distinct
characteristics. Accordingly, to compare the mean difference of CGD quality index
score between the two countries, the t-test using the equal variance not assumed

results is presented in the following table.

Table 6.44 Results of t-test for technology sector

t-test for Equality of Means
t-test Variable
t-Value Sig. Mean Difference

CGD Quality
Index Score

5.127 0.003 0.125

As per the above table, there is a statistically significant difference (t = 5.127, p-
value < 0.05) in the mean CGD quality index score in companies between the U.K.
and Egypt. The U.K. companies appeared to have a mean CGD quality index score

higher than companies in Egypt by 0.125.
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Based on the above discussions and considerations, the following paragraphs

provide the hypotheses testing results.

H17(a) That there is a statistically significant difference in CGD quality of the
basic materials sector between the U.K. and Egypt.

Hypothesis 17(a) was accepted.

H17(b) That there is a statistically significant difference in CGD quality of the
consumer cyclicals sector between the U.K. and Egypt.

Hypothesis 17(b) was accepted.

H17(c) That there is a statistically significant difference in CGD quality of the
consumer non-cyclicals sector between the U.K. and Egypt.

Hypothesis 17(c) was accepted.

H17(d) That there is a statistically significant difference in CGD quality of the
industrials sector between the U.K. and Egypt.
Hypothesis 17(d) was accepted.

H17(e) That there is a statistically significant difference in CGD quality of the
real estate sector between the U.K. and Egypt.

Hypothesis 17(e) was accepted.

H17(f) That there is a statistically significant difference in CGD quality of the
technology sector between the U.K. and Egypt.
Hypothesis 17(f) was accepted.

The following section discusses the level of CGD quality of the six business sectors.

6.3.3.3 Discussion of the CGD quality of the business sectors

The results of the inter-country business sectoral results indicate that across all the
six identified sectors, there is a statistically significant difference in the mean CGD

quality index score between U.K. and Egyptian companies. The industrials sector
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had the highest mean difference (0.288), while the technology sector had the lowest

mean difference (0.125).

The following table presents the six identified business sectors in the U.K. and Egypt

and their respective level of CGD quality.

Table 6.45 Level of CGD quality based on business sectors in the U.K. and

Egypt
Level of CGD U.K. Egypt
Sector CGD quality Firm-year % of Firm-year % of
quality rating observations @ sample @ observations @ sample
. 80-
Bacic High 100% 30 154 1 0.5
Materials Moderate = 60-79% 0 0 36 17.1
Low 50-59% 0 0 14 6.7
Very low 0-49% 0 0 0 0
. 80-
Consumer High 100% 57 29.2 1 0.5
Cyclicals Moderate = 60-79% 0 0 34 16.2
Low 50-59% 0 0 4 1.9
Very low 0-49% 0 0 6 2.9
. 80-
Consumer High 100% 36 185 3 1.4
Non- Moderate = 60-79% 0 0 18 8.6
Cyclicals Low 50-59% 0 0 0 0
Very low 0-49% 0 0 3 14
High 188;/0 33 16.9 3 1.4
Industrials Moderate = 60-79% 0 0 21 10
Low 50-59% 0 0 8 3.8
Very low 0-49% 0 0 4 1.9
High 188;/0 12 6.2 9 4.3
Real Estate Moderate = 60-79% 0 0 30 14.3
Low 50-59% 0 0 6 2.9
Very low 0-49% 0 0 3 14
High 188% 27 13.8 3 1.4
Technology Moderate = 60-79% 0 0 3 14
Low 50-59% 0 0 0 0
Very low 0-49% 0 0 0 0
Total 195 100 210 100

According to the above table, the level of CGD quality in the U.K. listed companies
is higher than in Egyptian listed companies. All U.K. companies have high CGD
quality, whereas Egyptian companies fluctuate from high to very low. This reflects

the difference in CGD practices between the U.K. and Egyptian companies.
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Furthermore, the level of CGD quality of each sector will have different implications
for each country depending on its distinctive economy. Therefore, the main drivers

of each country's GDP are discussed next.

As stated earlier, the GDP of the U.K. is mostly generated by the services sector,
and specifically tourism, which drives the economy and accounts for a significant
portion of the U.K.'s GDP. In 2021, around 71.46% came from services, 17.49%

from industry, and around 0.68% from agriculture (O'Neill, 2023a).

Nevertheless, it is expected that tourism may not be the main driver of the GDP of
the U.K. in the coming years, mainly because of Brexit?” and all of its implications.
After Brexit, the traveling arrangements became more difficult and time consuming,

in addition to costing more money (O'Neill, 2023a).

As per the above table, 29.2% of the U.K. companies in the consumer cyclicals
sector appear to have a high level of CGD quality. This can be perceived as a
favourable sign for the U.K. economy as consumer cyclicals may include companies

involved in travel and tourism, such as airlines, hotels, and restaurants.

Regarding the GDP of Egypt, 52.23% came from the services sector, followed by
industry with a contribution of 30.79% and agriculture with a contribution of roughly

11.83% in 2021 (O'Neill, 2023b).

However, the consumer cyclicals sector has roughly 16.7% in the moderate and
high levels combined. This would imply that there is a need for higher CGD quality
levels among companies in this particular business sector, as it represents more

than half of the country's GDP.

27 Brexit is a term made of two words: "Britain" and "exit". In the U.K., a referendum was held on June
23, 2016, and the results showed that a majority of 51.9% of voters wanted the country to exit the
EU (Ben Ameur and Louhichi, 2022).
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In light of the business sectoral results, the overall CGD quality in the U.K. is higher
than Egypt. This would suggest that the secretive culture in Egypt is still an issue.
Even though, there is a trend in Egypt towards higher level of CGD quality. Yet,
there is certainly potential for improvement. In a global context, more transparency
will have implications and be beneficial to Egypt since it will grant access to more

funds, which will eventually have an impact on economic growth.

6.4 Hypotheses testing results summary

The following table summarises the results of the hypotheses testing —

acceptance/rejection at 0.05 level of significance.

Table 6.46 Summary of hypotheses testing results

Set No. Hypothesis Result
That there is a statistically significant positive
H1l(a) relationship between stock exchange index and NA
CGD quality.

That there is a statistically significant positive

H2(a) relationship between S&P ESG index and CGD  Accepted
quality.
That there is a statistically significant positive

H3(a) relationship between company age and CGD Rejected
quality.

H3(b) That c-ompan.y age is signi.fic:?tntly and positively Rejected
associated with CGD quality in the U.K.

H3(c) That c-ompan.y age is S|gn|.f|c('?1ntly and positively Rejected
associated with CGD quality in Egypt.
That there is a statistically significant positive

H4(a) relationship between company size and CGD Accepted

Company Characteriscts Hypotheses

quality.

That company size is significantly and positively
H4(b) ) _ o Accepted
associated with CGD quality in the U.K.

That company size is significantly and positively

H4(c) ' . o Accepted
associated with CGD quality in Egypt.
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CG
Characteristics

Set

Hypotheses

No.

H5(a)

H6(a)

H7(a)

H7(b)

H7(c)

H8(a)

H8(b)

H8(c)

H9(a)

HI9(b)

H9(c)

H10(a)

H11(a)

H12(a)

Hypothesis
That there is a statistically significant positive

relationship between type of auditor and CGD
quality.

That there is a statistically significant positive
relationship between cross-listing and CGD
quality.

That there is a statistically significant positive
relationship between profitability and CGD
quality.

That profitability is significantly and positively
associated with CGD quality in the U.K.

That profitability is significantly and positively
associated with CGD quality in Egypt.

That there is a statistically significant positive
relationship between liquidity and CGD quality.
That liquidity is significantly and positively
associated with CGD quality in the U.K.

That liquidity is significantly and positively
associated with CGD quality in Egypt.

That there is a statistically significant positive
relationship between ownership structure and
CGD quality.

That ownership structure is significantly and
positively associated with CGD quality in the
U.K.

That ownership structure is significantly and
positively associated with CGD quality in Egypt.
That there is a statistically significant positive
relationship between foreign institutional
investors and CGD quality.

That there is a statistically significant negative
relationship between CEO duality and CGD
quality.

That there is a statistically significant positive

relationship between BoD size and CGD quality.
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Result

Accepted

Accepted

Accepted

Rejected

Accepted

Accepted

Rejected

Rejected

Accepted

Rejected

Accepted

Rejected

Accepted

Accepted



Set

Country
Hypothesis

Business Sector Hypotheses

No.

H12(b)

H12(c)

H13(a)

H13(b)

H13(c)

H14(a)

H15(a)

H16(a)

H16(b)

H17(a)

H17(b)

H17(c)

Hypothesis
That BoD size is significantly and positively

associated with CGD quality in the U.K.

That BoD size is significantly and positively
associated with CGD quality in Egypt.

That there is a statistically significant positive
relationship between BoD independence and
CGD quality.

That BoD independence is significantly and
positively associated with CGD quality in the
U.K.

That BoD independence is significantly and
positively associated with CGD quality in Egypt.
That there is a statistically significant positive
relationship between audit committee and CGD

quality.

That the U.K. has a statistically significant
higher CGD quality than Egypt.

That there is a statistically significant difference
in CGD quality across the identified six business
sectors in the U.K.

That there is a statistically significant difference
in CGD quality across the identified six business
sectors in Egypt.

That there is a statistically significant difference
in CGD quality of the basic materials sector
between the U.K. and Egypt.

That there is a statistically significant difference
in CGD quality of the consumer cyclicals sector
between the U.K. and Egypt.

That there is a statistically significant difference
in CGD quality of the consumer non-cyclicals
sector between the U.K. and Egypt.
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Result

Accepted

Accepted

Accepted

Accepted

Accepted

NA

Accepted

Accepted

Accepted

Accepted

Accepted

Accepted



Set No. Hypothesis Result
That there is a statistically significant difference

H17(d) in CGD quality of the industrials sector between Accepted
the U.K. and Egypt.
That there is a statistically significant difference

H17(e) in CGD quality of the real estate sector between Accepted
the U.K. and Egypt.
That there is a statistically significant difference

H17(f) in CGD quality of the technology sector Accepted
between the U.K. and Egypt.

A discussion on the theoretical findings, grounded in the empirical results, follows.

6.5 Discussion of theoretical findings

In this section, the discussion draws on Signalling Theory insights and evaluations

regarding the quality of CGD in order to achieve the following,

Objective 1

To determine and present theoretical insights relating to Signalling Theory both

generally and, more particularly, within the context of CGD quality.

As per the research empirical results using Correlations, Multiple Regression
Models, ANOVA, and T-test, one may induce that companies with certain company
characteristics, CG characteristics, and country-specific characteristics have better
CGD quality. Accordingly, the research draws the conclusion that company
characteristics, CG characteristics, and country-specific characteristics appear to
have a very significant ability to influence the level of CGD quality, concurrently

sending very strong positive signals to various stakeholders.

Therefore, it is not unreasonable to interpret that companies “signal” to different
stakeholders through their CGD practices. Company directors act as signallers,

sending signals to receivers, primarily shareholders, related to the
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company characteristics, CG characteristics, and country-specific characteristics.
These signals are meant to be interpreted as an indication of high CGD quality level.
In response, the receivers provide feedback in the form of investment funds to these

companies.

One may consider the potential signals that could be sent by company directors to
signal their companies’ high level of CGD quality by referring to the concepts
outlined in the Signalling Timeline by Connelly et al. (2011)%2. These different signals
would influence the decision-making of investors either positively or negatively as

illustrated in the following figure.

28 Figure 3.1 presents the Signalling Timeline.
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Figure 6.5 CGD quality potential “signals”
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would likely believe that sending these signals is an indication of sound CGD
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practices. Accordingly, the results are generally supportive of “Signalling Theory”
and these signals help reduce information asymmetry. Consequently, disclosure
and transparency will improve while trust between companies’ directors and

shareholders will be upheld.

6.6 Chapter summary

The chapter started with the discussion of the descriptive results of the dependent
variable, then the independent variables, which are classified into categorical and
continuous. This is discussed in terms of the sample of the U.K. listed companies,
i.e., the set of the 65 testable U.K. sample of companies over the period of three
years 2019-2021, as well as the sample of the Egyptian listed companies, i.e., the

set of the 70 testable companies over the same period three year of 2019-2021.

The correlation results for the U.K. and Egyptian samples are discussed to
determine the strength of the association between the CGD quality and the
independent variables within the contexts of the U.K. and Egyptian companies. The
correlation results for the U.K. sample reveal that only three variables emerged to
be highly statistically significant and positively correlated with CGD quality. These
are the variables of company size, BoD size, and BoD independence. However, the
results indicate that the variables of company age, profitability, liquidity, and

ownership structure appear to have no significant correlation with CGD quality.

Regarding the Egyptian sample, the correlation results are slightly different. The
CGD quality is highly statistically significant and positively correlated with the
company size, profitability, ownership structure, and BoD size. On the other hand,
CGD quality is positively correlated and statistically significant with BoD
independence. However, while the relationship between CGD quality and the

company age emerges to be highly statistically significant, it is curiously, negatively
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correlated. Moreover, liquidity appears to have no significant correlation with CGD

quality.

In terms of the U.K. and Egyptian samples, both samples reveal that CGD quality
appears to be positively correlated and highly statistically significant with the
company size and BoD size. Furthermore, BoD independence is revealed to be
positively correlated with CGD quality for both samples. However, in the U.K., it was
highly statistically significant, while in Egypt, it was statistically significant. Equally,
both samples reveal that liquidity appears to have no significant correlation with

CGD quality.

Then, the results of the multiple regression models are discussed to indicate which
independent variables are significantly influencing the CGD quality in the contexts
of the U.K. and Egyptian companies. The research determines that the independent
variables, combining company characteristics and CG characteristics as well as the
country variable, explain 88.9% of the change in the CGD quality, based on the R-
squared %. Additionally, the country variable indicated a highly significant and
negative effect on CGD quality. This suggests that, overall, disclosure quality is
somewhat reduced, when the company is located in Egypt. In other words, a
company's CGD quality would generally be lower if it were located in Egypt than if it

were located in the U.K.

Concerning the results of the intra-country business sectoral evaluation, the analysis
of variance for the U.K. sample indicate that there is a statistically significant
difference in CGD quality across the six identified business sectors. The real estate
sector appeared to have the lowest mean value of CGD quality. On the other hand,
the industrials sector appeared to have the highest mean value of CGD quality. This
could be due to the fact that this is the only sector that had a maximum CGD quality

index score of 1 among all the six identified business sectors in the U.K. The results

308



indicate that only one company in the U.K. had a total CGD quality score of 1, and

that company was in fact in the industrials sector.

As for the Egyptian sample, the results suggest that there is a statistically significant
difference in CGD quality across the six identified business sectors. It appeared that
the technology sector had the highest mean value of CGD quality. This result highly
suggests that the technology sector may have higher disclosure standards because

its mean value is the highest.

Regarding the results of the inter-country business sectoral evaluation, the results
of the six T-test revealed that there is a statistically significant difference in CGD
quality of the six identified business sectors between the U.K. and Egypt. The CGD
quality of the U.K. companies was higher than that of the Egyptian companies
across all six business sectors. This is consistent with the premise that CGD quality

in the U.K. is higher than in Egypt.

Then, a discussion on the theoretical findings, grounded in the empirical results,
followed. This discussion drew on Signalling Theory insights and evaluations

regarding the quality of CGD.

The next chapter discusses the research conclusions, policy contribution(s), and

future research.
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Chapter 7: Research conclusions, policy contribution(s), and

future research

7.1 Introductory comments

This final chapter of the thesis discusses conclusions initially drawn from the
results of the empirical analysis. It then also suggests some appropriate policy
contributions to policy makers so that their actions could make a practical
difference to the phenomenon of trust within the CG arena. Thereafter, some
important research limitations are discussed, in the light of the results of the
analyses undertaken. Equally, in order to alleviate these research limitations, some
suggested possible future research ideas are offered. Finally, the chapter also
takes the opportunity to highlight the knowledge contributions made through the
research and present some possibilities as to how future researchers may extend

and expand upon it.

7.2 Conclusions

Earlier chapters of the thesis set out that its fundamental research question is “what
might be the varying criteria and considerations behind and associated with, the
decisions of comparable sets of U.K. and Egyptian listed companies, in terms of
their varying CGD quality and practices - specifically in disclosing (or not), in an
open and transparent manner?”. The answer to this question was sought on the
premise that companies that have high quality disclosures, will likely tend to exercise
high quality governance practices and so are likely to be more meriting of trust

(particularly investor trust) than those that do not.

Then, the answer to this question is explored using the sample of the U.K. listed
companies, i.e., the set of the 65 testable U.K. sample of companies over the period

of three years 2019-2021, as well as the sample of the Egyptian listed companies,
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i.e., the set of the 70 testable companies over the same period three year of 2019-

2021.

In that context, and to that end, the research identified, within U.K. and Egypt, sets
of meaningful characteristics that seem to signal and are associated with levels of
quality of CGD. Against that background, the relevant section of this chapter
discusses the research conclusions in relation to the research questions and
research objectives. The section also provides some thoughtful considerations in
the light of the statistical results derived from the testing of the previously identified

sets of research hypotheses.

7.2.1 Company characteristics

The first set of hypotheses examined in the research focused on company
characteristics within the contexts of the U.K. and Egyptian listed companies. This
was done in an attempt to answer the following research question, “What company
characteristics are manifest in, and-or possibly influentially associated with,
companies exhibiting particular levels/qualities of CGD?”. Accordingly, the objective
linked to this question was, “To empirically identify varying company characteristics
as possibly associated with CGD quality across two meaningfully identified sets of
U.K. and Egyptian companies”. In order to derive appropriate results from suitable
data, the research employed Correlation and Regression analyses. These helped
determine the main company characteristics that appear to be (positively or
negatively) associated with varying practices of CGD quality within the identified

contexts of the U.K. and Egyptian listed companies.

In terms of the Correlation analyses, the results indicated the degree of strength and

the direction of the association between the CGD quality and the company
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characteristics variables within the contexts of the U.K. and Egyptian listed

companies.

The results for the U.K. sample reveal that only one company characteristic variable,
that is the company size, emerged to be highly statistically significant and positively
correlated with the CGD quality. This suggests that larger companies may be
associated with higher level of CGD quality. However, the results indicate that the
variables of company age, profitability, liquidity, and ownership structure appear to

have no significant correlation with CGD quality.

Regarding the Egyptian sample, the correlation results are slightly different. The
CGD quality is highly statistically significant and positively correlated with the
company size, profitability, and ownership structure. This suggests that larger and
more profitable companies with higher percentage of free float may be associated

with higher level of CGD quality.

However, while the relationship between the CGD quality and the company age
emerges to be highly statistically significant, it is curiously, negatively correlated.
This indicates that older companies may be associated with lower level of CGD
quality. Moreover, liquidity (while negatively correlated) appears to have no

significant correlation with the CGD quality.

Then, in terms of the U.K. and Egyptian samples, both samples reveal that the CGD
guality appears to be positively correlated and highly statistically significant with the
company size. Equally, both samples reveal that liquidity appears to have no

significant correlation with CGD quality.

In terms of the Regression analyses, the results indicated that the company
characteristics variables that affect the CGD quality within the contexts of the U.K.

and Egyptian listed companies. As an evidence for the robustness of the main
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model, the results revealed from the subsidiaries models appear to be consistent

with those obtained from the main model.

The company characteristics that indicated a statistically highly significant and
positive influence on the CGD quality are S&P ESG index, company size, type of
auditor, profitability, liquidity, and ownership structure. Among these characteristics,
the one that appeared to have the highest positive effect on the main model was the
type of auditor characteristic. On the other hand, the company characteristic that
indicated a statistically highly significant and negative influence on the CGD quality
is the company age. This would suggest that the older the company, the lower the

level of its CGD quality.

Moreover, the company characteristics that revealed a statistically significant
influence on the CGD quality are cross-listing and foreign institutional investors.

However, the influence itself appeared to be in different directions.

Cross-listing is a company characteristic that revealed a statistically lower
significance level, than the earlier stated company characteristics, but positive
influence on the CGD quality in the main model. However, cross-listing
characteristic appeared to have no significance in all subsidiaries models. This
would suggest that companies that are listed on one or more foreign stock
exchange, in addition to its local stock exchange, would tend to have higher CGD

guality.

The second company characteristic that also revealed a statistically lower
significance level is the existence of the foreign institutional investors. The results
appeared to suggest that the existence of foreign institutional investors may
negatively influence the CGD quality. It was expected to have a positive influence
on the CGD quality. But it may be suggested that the influence of the foreign

institutional investors depends on their country of origin. For instance, if foreign
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institutional investors are from countries with lower level of CGD disclosure quality,

their existence may be of negative effect.

The next section discusses conclusions and remarks regarding the CG

characteristics.

7.2.2 CG characteristics

The second set of hypotheses examined was one that considered specific,
meaningfully identified, CG characteristics within the contexts of the U.K. and
Egyptian listed companies. The related hypotheses tested were an attempt to
answer the following research question, “What CG characteristics are manifest in,
and-or possibly influentially associated with, companies exhibiting particular
levels/qualities of CGD?”. To that end, the relevant objective set was as follows, “To
empirically identify varying CG characteristics as possibly associated with CGD

quality across two meaningfully identified sets of U.K. and Egyptian companies”.

Accordingly, the hypotheses enabled an empirical determination of the CG
characteristics positively or negatively associated with different practices of CGD
quality within the identified contexts of the companies examined within the U.K. and
Egypt, individually using Correlation analyses, and then, the U.K. and Egypt

conjointly using Regression analyses.

Regarding the Correlation analyses, the results for the U.K. sample reveal that two
CG characteristics variables emerged to be highly statistically significant and
positively correlated with the CGD quality. These are the variables of BoD size and
BoD independence. These results suggest that companies with larger BoD and
more independent and non-executive members on BoD are more likely to be

associated with higher levels of CGD quality.
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Regarding the Egyptian sample, the correlation results reveal that the CGD quality
is highly statistically significant and positively correlated with the BoD size. On the
other hand, the CGD quality is positively correlated and statistically significant with

BoD independence.

Accordingly, in terms of the U.K. and Egyptian samples, both samples reveal that
the CGD quality appears to be positively correlated and highly statistically significant
with the BoD size. Furthermore, the BoD independence is revealed to be positively
correlated with the CGD quality for both samples. However, in the U.K., it was highly

statistically significant, while in Egypt, it was statistically significant.

Regarding the Regression analyses, the robustness of the results of the main model
is further proven by the fact that the results from the subsidiaries models seem to
be similar to those obtained from the main model. In other words, when the data
from the two countries are combined, the results of the CG characteristics appear

to be similar with the individual results of each country by itself.

That being said, CEO duality does appear to be statitically highly significant and
negatively influencing CGD quality. Additionaly, the BoD size and BoD
independence characteristics appear to be statitically highly significant and
positively influencing CGD quality. This would suggest that companies having two
different persons, each occupying the post of CEO and Chairman of the BoD, a
larger BoD size, and a higher number of independent and non-executive BoD
members, will tend to demonstrate a higher CGD quality than others. Among these
characteristics, the one that appeared to have the highest positive effect on the main

model was the BoD independence characteristic.

The next section discusses the conclusion regarding the country-specific

characteristics.
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7.2.3 Country-specific characteristics

Within the contexts of the U.K. and Egyptian listed companies jointly, the third set
of hypothesis examined was country-specific characteristics. The hypothesis
developed was an attempt to answer the following research question, “What
country-specific characteristics are manifest in, and-or possibly influentially
associated with, companies exhibiting particular levels/qualities of CGD?”. The
associated objective was set as follows, “To empirically examine and evaluate
possible association of country-specific characteristics and the adoption of CGD

quality in two sets of comparable U.K. and Egyptian companies”.

Accordingly, the testing of this hypothesis enabled an empirical determination of the
possible association of country-specific characteristics and the adoption of CGD
quality in two sets of comparable U.K. and Egyptian companies. Regression

analysis was used to test this hypothesis.

As an evidence for the robustness of the main model, the results revealed from the
subsidiaries models appear to be consistent with those obtained from the main
model. The country variable seems to be statistically highly significant and

negatively influencing the CGD quality in all subisiaries as well as the main model.

Employing the context of U.K. and Egyptian companies jointly, the results of the
Regression analysis revealed that the country variable indicated a highly statistically
significant and negative influence on CGD quality when examined with the identified
company characteristics and CG characteristics jointly. Furthermore, the country
variable appeared to have the highest negative effect on the main model. This
suggests that, overall, disclosure quality is somewhat reduced, when the company
is located in Egypt. In other words, the level of a company's CGD quality would

generally be lower if it were located in Egypt than if it were located in the U.K.
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This would be consistent with the GCR revelation that Egypt had an average
competitiveness score of only 15.37% in GCI terms, for the years 2007 to 2019.
Additionally, such a determination is supported by the fact that in 2019, in relative
terms, Egypt earned its all time high score of 54.5%. In contrast, it earned a record
low score of 3.6% in 2015. Egypt was ranked 93 out of 141 economies in terms of
its global competitiveness (WEF, 2019). Of equal note is the fact that between 2017
and 2019, curiously, the U.K. declined three places from 6™ to 9" in its global
competitiveness, and warranted a competitiveness score of 81.2% in the GCI 2019

(WEF, 2019).

These results are also consistent with GCR revelations about the U.K.'s
transparency and incidence of corruption as compared to Egypt. The U.K. received
a score of 80% for the transparency and incidence of corruption component in 2019
and was ranked 11™ out of 141 economies. Egypt, on the other hand, scored 35%
in the same component in 2019 and was ranked 91st out of 141 economies, an

improvement of 3% from the previous year (WEF, 2018b; WEF, 2019).

Additionally, the results are consistent with the CPI ranking of 2022, as the U.K.
was ranked 18" out of 180 countries with a CPI score of 73% and Egypt was ranked
130" with a CPI score of 30% (Transparency International, 2023). Therefore, it
could be suggested that Egypt is exerting efforts towards better transparency.

However, these efforts must yet continue.

7.2.4 Business sectors

The fourth set of hypotheses enabled an intra-country as well as an inter-country
sectoral examination of business sectors within and between each set of U.K. and
Egyptian companies. These hypotheses were tested in order to answer the following
research question, “What insights, in terms of the nature of their CGD quality, are
manifest within and between companies listed on London and Egyptian Stock
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Exchanges across the six identified business sectors?”. The relevant objective was
expressed as follows, “To empirically identify and then provide possible explanatory
interpretations for CGD quality differences within and between the six identified

business sectors across the sets of U.K. and Egyptian companies”.

Thus, the testing of these hypotheses enabled an empirical determination and
possible explanatory interpretations of the main differences of varying practices of
CGD quality within and between business sectors of the U.K. and Egyptian

companies.

In terms of the results of the intra-country business sectoral evaluation, the analysis
of variance for the U.K. sample indicate that there was a statistically significant
difference in CGD quality between and within the six sectors. It is worth noting that
the real estate sector appeared to have the lowest mean value of CGD quality.
Nevertheless, while the final testable sample included all the relevant listed
companies in this sector in the U.K., the real estate sector, with only four companies
within it, had the least number of companies in the sample. On the other hand, the
industrials sector appeared to have the highest mean value of CGD quality. This
could be due to the fact that this is the only sector that had a maximum CGD quality
index score of 1 among all the six identified business sectors in the U.K. This was

the total CGD quality score of only one company, which was in the industrials sector.

In terms of the Egyptian sample, the results suggest that there is at least one sector
that was different from the other sectors in the mean value of CGD quality. Further
analysis revealed that only one sector had a different mean value of CGD quality
among all the identified sectors. It appeared to be the technology sector which
showed the highest mean value of CGD quality. This result highly suggests that the
technology sector may have higher disclosure standards because its mean value is

the highest. Again, the fact that this sector had the least number of companies in
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the sample may well be the cause of this. Nevertheless, in terms of completeness,
one must note that the final testable sample excluded only one company from all

the listed companies in this sector in Egypt. This was due to data unavailability.

Regarding the inter-country business sectoral evaluation, the T-test results for the
samples of the U.K. and Egyptian listed companies revealed that there is a
statistically significant difference in CGD quality between the U.K. and Egypt across

all the six identified business sectors.

The industrials sector had the most significant mean difference (0.288) between the
U.K. and Egypt. This shows that the industrial sector has a significantly larger gap
in CGD practices than the other business sectors. The technology sector had the
least significant mean difference (0.125) between the U.K. and Egypt. This result
seems to suggest that there are some similarities between CGD practices in the

technology sectors of the two countries.

7.3 Contribution to knowledge

This research fills a gap in the theoretical as well as the empirical CG literature in
general and CGD quality in developed vs developing countries in particular.
Therefore, this research contributes to knowledge on CG literature in several

aspects.

First, using Signalling Theory as its theoretical lens, the research provides some
light on the theory itself and, more particularly, it does so in the context of explaining
varying practices of CGD quality. To the best of the researcher's knowledge, no prior
literature has examined CGD quality using the Signalling Timeline concepts
proposed by Connelly et al. (2011). The research design and proposed methodology

contributes to the research importance as it uses a positivist philosophy stance with
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some limited interpretivist philosophy stance to examine the CG practices of the

U.K. and Egyptian listed companies while employing Signalling Theory concepts.

Second, to the best of the researcher’s knowledge, there is a deficiency of research
examining CGD quality in developing countries, and an even greater deficiency of
research analysing and evaluating CGD quality between developed and developing
countries. Accordingly, the importance of this research comes from its focus on the
determinants of CGD quality while employing Signalling Theory from one side and
the analysis and evaluation of CGD quality in the U.K. (as a developed country) and
Egypt (as a developing country) using the UNCTAD 52 (financial and non-financial)

disclosure items from the other side.

Third, using the 2011 UNCTAD 52 (financial and non-financial) disclosure items for
assessing the levels of CGD quality in the two countries is thought to be a country-
neutral basis that has not been used in prior studies. It is considered to be a
comprehensive list of disclosure items including financial and non-financial items.
Additionally, the UNCTAD 52 disclosure items checklist paves the way for future

research as it enables comparability of CGD quality across countries.

Fourth, additional enlightenments as to differences in the quality of CGD practices
within and between sets of comparable U.K. and Egyptian companies across the six
identified business sectors also emerge and are provided. Using an extensive list of
fiteen independent variables individually and collectively to examine the
determinants of CGD quality is a contribution to knowledge related to three sets of

characteristics: company, CG, and country-specific.

The results of this research appear to be consistent with several prior literature (Jo
and Harjoto, 2011; Samaha et al., 2012; Al-Moataz and Hussainey, 2013; Attig et
al., 2016; Tamimi and Sebastianelli, 2017; Salah, 2018; Shi et al., 2018; Alabdullah

et al., 2019; Garanina and Array, 2021; Lu and Wang, 2021). However, some of the
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results of this research contradict with some prior literature (Barako et al., 2006;
Mizuno, 2010; Nakano and Nguyen, 2013; Garas and EIMassah, 2018; da Costa

and Martins, 2019; Wachira, 2019; Tuan et al., 2020; Zamil et al., 2021).

Nevertheless, to the best of the researcher's knowledge, there is no prior research
assessing CGD quality using these fifteen variables collectively. Accordingly, this
knowledge is mainly relevant to U.K. and Egyptian companies — particularly in terms
of company characteristics, CG characteristics, as well as the country-specific

characteristics as briefly discussed in the following paragraphs.

Based on the results generated from the empirical test and analyses undertaken, it
has become more apparent that there are additional disclosures or some change in
disclosures that would help companies to have more light shed on their CGD
practices. As a result, the following characteristics are identified and highlighted in
order to attract the attention of company directors to their disclosures' practices that

will eventually contribute to engender trust.

Accordingly, it is suggested that companies with certain company characteristics
signal higher CGD quality. Potential investors should look out for such signals,
whether they were positive or negative signals. The knowledge contributions offered
by the main model as well as the subsidiaries models (with the highest R-squared)

are discussed in the following paragraphs.

The main model revealed that the type of auditor is the company characteristic that
appears to have the highest statistically significant and positive influence on CGD
guality, while the company age characteristic appears to have the highest

statistically significant and negative influence on CGD quality.

Regarding the subsidiaries models, there are some company characteristics that
appeared to have a statistically significant influence on CGD quality. In terms of the
U.K., these company characteristics are likely to be, in order of their highly
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statistically significant and positive influence on CGD quality, ownership structure,
company size, and profitability. This would indicate that CGD quality will be likely
high, if the companies have a high percentage of free float (ownership structure),
their total assets are considered to be large (company size), and display high ratio
of ROAE (profitability). It is worth noting that none of the examined company
characteristics had a statistically significant and negative influence on CGD quality

in the U.K. context.

However, in relation to Egypt, these company characteristics are likely to be, in order
of their highly statistically significant and positive influence on CGD quality, type of
auditor, ownership structure, profitability, S&P ESG index, company size, and
liquidity. On the contrary, the company characteristics, which are likely to have a
statistically highly significant and negative influence on CGD quality, in order of the

highest, are foreign institutional investors and company age.

In terms of CG characteristics, it is suggested that companies with certain CG
characteristics signal higher CGD quality. Potential investors should look out for

such signals, whether they were positive or negative signals.

In terms of the context of the U.K. and Egyptian companies tested in the main model,
the BoD independence characteristic appeared to have the highest statistically
significant and positive influence on CGD quality, while CEO duality characteristic
appeared to have the highest statistically significant and negative influence on CGD

guality.

Regarding the subsidiaries models, in the context of the U.K., in order of the highest
statistically significant influence on CGD quality, these characteristics are likely to
be BoD independence and BoD size. This would suggest that the larger the number

of independent and non-executive BoD (BoD independence) and the larger the
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number of BoD members (BoD size), the higher the CGD quality of the relevant

companies.

Regarding the Egyptian context, two CG characteristics appear to have a
statistically highly significant influence on CGD quality, positively or negatively. The
BoD size characteristic appeared to have the highest statistically significant and
positive influence on CGD quality, while CEO duality characteristic appeared to

have the highest statistically significant and negative influence on CGD quality.

Regarding the country-specific characteristics, in the main model, the country
variable appeared to have the highest statistically significant and negative influence
on CGD quality among all other variables. This would suggest that a company being
located in Egypt will be more likely to have lower CGD quality than a company being

located in the U.K.

In the subsidiaries models as well, the country variable had consistent results. This
would indicate that, regardless of the characteristics being examined, the country
variable seems to have a statistically highly significant and negative effect on the

quality of the CGD.

Finally, based on robust empirical analysis, the research concluded that the U.K.
has higher levels of CGD quality compared to Egypt. This conclusion provides
comprehensive theoretical and empirical insights that have not previously been
offered in prior literature by comparing these two countries of different stages of
development. The analysis and evaluation of CGD quality in the U.K. as a developed
country and Egypt as a developing country enriches the body of literature by
comparing and contrasting two countries with different CG practices, aiming to

benefit from the CG practices of the U.K. to enhance the CG practices of Egypt.

324



7.4 Policy contribution(s)

A contribution to policy is made by offering recommendations regarding CGD quality
at country-level (U.K. and Egypt). These recommendations take into consideration
earlier empirical reveals regarding the companies’ intention of emitting particular
signals. Although, these recommendations are not contributions to knowledge in
themselves, they are enabled as a result of the application of knowledge acquired

from this research.

When and if investments are to be made, and a measure of trust is to be invoked,

then the directional advice/policy suggestion would be:

In relation to the U.K.

In general, the U.K. companies appeared to have high CGD quality. Nevertheless,
CGD quality can be further enhanced. The ownership structure and BoD
independence characteristics appeared to be the characteristics with the highest
statistically significant and positive influence on the CGD quality. Therefore,
companies should be encouraged by professional bodies to increase their free float
percentage as well as the number of independent and non-executive BoD members.
Furthermore, while choosing which companies to invest in, investors should be

looking for these specific characteristics as signals of higher levels of CGD quality.

In relation to Egypt

More importantly, the Egyptian professional bodies should work with regulatory
bodies and practitioners to enhance the quality of CGD. They should cover all
aspects of CGD, with an emphasis on the type of auditor, ownership structure,
profitability, S&P ESG index, company size, and liquidity. Also, the BoD size and

CEO duality should be among the aspects emphasised. Furthermore, investors
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should be looking for these specific characteristics when deciding which companies

to invest in as they could be seen as signals of CGD quality.

Apart from the policy contributions suggested, it may be assumed that factors other
than the rules of CG codes or the efforts of regulators and professional bodies
ultimately influence the decision of a company to disclose information or not.
Companies are part of a society that is being affected by a certain culture. This
culture may differ from one country to another, and even within the same country,

there might be cultural differences.

Generally, the aspects that are reported are the ones that can be measured. Culture,
on the other hand, will influence aspects that cannot be measured. Culture can be
expressed in many ways. It can be expressed in values, priorities, and information.
There could be very significant cultural differences between developed and
developing countries. Culture might promote openness and transparency, while it
might, on the other hand, encourage secrecy and ambiguity. In general, one could
anticipate that more information would lead to more trust and less information would

lead to less trust. Nevertheless, trust would be affected by corruption.

Corruption is not only about money. Corruption can also be perceived as an abuse
of power. Corruption is an inhibitor of trust. Investors would choose to put their funds
in companies they can trust. Investors would prefer to invest in companies founded
in countries where a culture of transparency is accepted and fostered. One way to
determine, which companies to invest in, is to check the GCI CG score and the CPI

score of the countries where these companies are located.

Therefore, it is thought that one crucial rule that must be adopted when it comes to
CGD practices is the Golden Rule. According to the Golden Rule, one should treat

others how they would like to be treated. Although different religions view it in
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different ways, the beliefs of the majority of religions and creeds throughout history

contain various manifestations of this rule. It is perceived as an ethic of reciprocity.

Even though some company and CG characteristics appeared to be associated with
CGD quality, the decision of companies to disclose or not, comes down to the
Golden Rule to “Act in an ethical manner and treat others the way you want to be
treated”. The directors of companies may reconsider their CGD practices if they
thought about how they would like to be treated if they were the recipients of the
signals rather than the senders. By disclosing more information and being more
transparent about their CGD practices, they would eventually reduce the information

asymmetry and engender trust among investors.

7.5 Research limitations and suggestions for future research

There will unavoidably be some limitations in the methods, of execution, and
consequently the results of any social science research. And so, it is the case for
this research. Taking regard for that, the following section identifies and considers
some presently prevailing limitations, and taking regard for them offers some

suggestions for future research.

As discussed in Chapter 5, there were two limitations in this research in respect to

its data. The following paragraphs discuss them in the same order.

First, the time period for the research examines data collected of listed companies
for three years, namely 2019-2021. The quality of CGD is expected to benefit
from further improving enhancements and advancements in the future. Thus, such
developments are an on-going process, with consequent amendments to the
relevant CG Codes and Recommendations. Consequently, it is recommended to

study, over time and in a longitudinal manner, the presently employed
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characteristics and any other meaningfully identified characteristics that might be

influencing the quality of CGD.

Second, the size of the samples examined are 65 U.K. listed companies and 70
Egyptian listed companies. Future research should seek to increase the number of
testable companies, so as to then also increase the accuracy of the resultant

statistics and decrease the related statistical margins of error.

In accordance with the second data limitation, there is a limitation related to the
results of the fourth set of hypotheses “Business sectors”. The testing in this set is
considered to be intra-country as well as inter-country sectoral comparisons and
evaluations as it examined sectors within and between the two countries of interest
to this research. Nevertheless, for future research, it could be suggested to further
examine intra-country and inter-country business sectoral comparisons and
evaluations between developed and developing countries. Additionally, in future
research, the number of sectors to be examined could be increased to provide
further explanations to the differences, if any, within and between various business

sectors.

Regarding the results of the statistical analyses, because their effect was statistically
significant and negative, contrary to expectations, further investigation and
examination of the effect of the company age and the existence of foreign

institutional investors on the CGD quality may be enlightening in varying contexts.

Moreover, the following are some future research practical suggestions:

1. Replicate same time frame, but different sets of companies from U.K. and

Egypt.

2. Replicate different time frame, but with the same sets of companies from U.K.

and Egypt.
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3. Examine different sets and different time frames in conjunction with a “mix”
of the “same” and “other” sets of characteristics.

4. Attempt to extract the explanatory or contributive power underlying each of
the variables identified within the Multiple Regression models.

5. Employ a different data collection technique to further explore the culture and
the level of trust. This could be attempted through an integration of the human
factor, for example interviews with the directors of companies as well as

shareholders of the same companies or different stakeholders in general.

After discussing the research limitations and suggestions for future research, the

following section discusses some further thoughts.

7.6 Further thoughts

This research is an initial and partial response to a need for trust by identifying within
particular (country) contexts, sets of company characteristics and CG characteristics

“signal” that do suggest corporate behaviour of a sound ethical manner.

In contrast, when fraud and deception are manifest, the very opposite is the

consequence. Meyer (2010) rightly expresses this in the following words:

“Deception can cost billions. Think Enron?°, Madoff3°, the mortgage crisis. Or
in the case of double agents and traitors, like Robert Hanssen or Aldrich
Ames?3!, lies can betray our country. They can compromise our security. They
can undermine democracy. They can cause the deaths of those that defend

us 7

2% Enron Corporation, a U.S. energy company based in Houston, Texas, was involved in a financial
fraud scandal in 2001 (Heath and Norman, 2004).

30 He operated largest Ponzi scheme in history, where early investors are paid back through a
financial scam using funds obtained from subsequent investors rather than from actual investment
income (Lewis, 2015; Kashyap, 2021).

31 American spies who had allegiance to Soviet Union and Russia (Yellen, 2007).
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Pamela Meyer is an American author, certified fraud examiner, and entrepreneur.
She is the author of the 2010 book “Liespotting: Proven Techniques to Detect
Deception” from which the above is a quotation. She contends that a significant
portion of the financial crisis, including Enron, Madoff, the mortgage crisis, and other
forms of betrayal events, had very high costs. Regrettably, these costs were not only
financial. And, in many instances, the impact of these has fallen on those who could

least bear them.

The commencement point for this research was the premise that if investors have
more confidence and trust in companies, they will be more willing to make
investments in them. Hopefully with such rationally placed trust, the related
economic benefits will flow and enable a more beneficial and peaceful world for all.

Thus, the need to identify key signals suggestive of sound CG is certainly warranted.

On that basis, this research has been a journey begun towards identifying and
enabling trust in companies and, more broadly, in their identified countries. This will
likely lead to considered and sustainable economic growth and consequently
improve the relevant country's GCI and CPI scores. Indeed, when the relevant
country’s score is convincingly high enough, investors will likely place trust in the
identified companies in these countries and a positive domino effect or chain

reaction would then start.
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Appendices

Appendix 1 — List of U.K. Research Cases

No. Company Name TRBC Economic Sector
1 Anglo American PLC Basic Materials
2 Antofagasta PLC Basic Materials
3 Ashtead Group PLC Industrials
4  Associated British Foods PLC Consumer Non-Cyclicals
5 Auto Trader Group PLC Technology
6 AvastPLC Technology
7 AVEVA Group PLC Technology
8 B&M European Value Retail SA Consumer Cyclicals
9 BAE Systems PLC Industrials
10 Barratt Developments P L C Consumer Cyclicals
11 Berkeley Group Holdings PLC Consumer Cyclicals
12 British American Tobacco PLC Consumer Non-Cyclicals
13 British Land Company PLC Real Estate
14 BT Group PLC Technology
15 Bunzl plc Industrials
16 Burberry Group PLC Consumer Cyclicals
17 Coca Cola HBC AG Consumer Non-Cyclicals
18 Compass Group PLC Consumer Cyclicals
19 CRHPLC Basic Materials
20 Croda International PLC Basic Materials
21 DCCPLC Consumer Non-Cyclicals
22 Diageo PLC Consumer Non-Cyclicals
23 DS Smith PLC Basic Materials
24  Entain PLC Consumer Cyclicals
25 Experian PLC Industrials
26  Flutter Entertainment PLC Consumer Cyclicals
27 Fresnillo PLC Basic Materials
28 Glencore PLC Basic Materials
29 Halma PLC Technology
30 Howden Joinery Group PLC Consumer Cyclicals
31 Imperial Brands PLC Consumer Non-Cyclicals
32 Informa PLC Consumer Cyclicals
33 InterContinental Hotels Group PLC Consumer Cyclicals
34 International Consolidated Airlines Group SA Industrials
35 Intertek Group PLC Industrials
36 J Sainsbury PLC Consumer Non-Cyclicals
37 JD Sports Fashion PLC Consumer Cyclicals
38 Kingfisher PLC Consumer Cyclicals
39 Land Securities Group PLC Real Estate
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No.

40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

Company Name

Meggitt PLC

Melrose Industries PLC
Mondi PLC

Next PLC

Ocado Group PLC
Pearson PLC

Persimmon PLC

Reckitt Benckiser Group PLC
Relx PLC

Rentokil Initial PLC
Rightmove PLC

Rio Tinto PLC
Rolls-Royce Holdings PLC
RS Group PLC

Sage Group PLC

SEGRO PLC

Smiths Group PLC
Smurfit Kappa Group PLC
Spirax-Sarco Engineering PLC
Taylor Wimpey PLC
Tesco PLC

Unilever PLC

Unite Group PLC
Vodafone Group PLC
Whitbread PLC

WPP PLC
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TRBC Economic Sector

Industrials

Consumer Non-Cyclicals
Basic Materials
Consumer Cyclicals
Consumer Cyclicals
Consumer Cyclicals
Consumer Cyclicals
Consumer Non-Cyclicals
Industrials

Industrials

Technology

Basic Materials
Industrials

Technology

Technology

Real Estate

Consumer Non-Cyclicals
Basic Materials
Industrials

Consumer Cyclicals
Consumer Non-Cyclicals
Consumer Non-Cyclicals
Real Estate

Technology

Consumer Cyclicals
Consumer Cyclicals



Appendix 2 — List of Egyptian Research Cases

No.

O oo ~NOoO o hhw N -

[
o

11
12
13

14
15
16
17
18
19
20
21
22

23

24

25

26

27

28
29
30

31
32
33

Company Name

Abu Qir Fertilizers and Chemical
Industries Co SAE

Alexandria Container and Cargo Handling

Company SAE

Alexandria Spinning & Weaving Co
Amer Group Holding Co SAE

Arabia Cotton Ginning Co SAE

Arab Developers Holding

Arabian Cement Company SAE

ASEC Co for Mining SAE

Cairo Poultry Company SAE

General Company for Ceramic and
Porcelain Products SAE

Delta Co for Construction and Rebuilding
SAE

Delta Sugar Co SAE

Development and Engineering
Consultants Co SAE

Dice Sports and Casual Wear SAE
Eastern Company SAE

Edita Food Industries SAE

Egypt Aluminum Company SAE
Egyptian Chemical Industries SAE
Egyptian Financial & Industrial SAE
Egyptian Resorts Co SAE

Egypt Kuwait Holding Co SAE
Egyptian Media Production City Co SAE
Egyptian Transport and Commercial
Services Co SAE

Egyptians for Housing & Development
Reconstruction Company SAE

Al Ezz Dekheila Steel Company
Alexandria SAE

Cairo for Housing and Development Co
SAE

El Nasr Clothing and Textiles Company
SAE

El Shams Housing and Urbanization Co
SAE

Electro Cable Egypt Co SAE

El-Saeed Contracting & Real Estate
Investment Co

El Sewedy Electric Co SAE

Emaar Misr for Development SAE

Ezz Steel Co SAE
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TRBC Economic Sector

Basic Materials

Industrials

Consumer Cyclicals
Real Estate

Consumer Cyclicals
Real Estate

Basic Materials

Basic Materials
Consumer Non-Cyclicals

Consumer Cyclicals

Real Estate
Consumer Non-Cyclicals
Industrials

Consumer Cyclicals
Consumer Non-Cyclicals
Consumer Non-Cyclicals
Basic Materials

Basic Materials

Basic Materials

Real Estate

Basic Materials
Consumer Cyclicals

Industrials

Real Estate

Basic Materials
Real Estate
Consumer Cyclicals

Real Estate
Industrials
Industrials

Industrials
Real Estate
Basic Materials



No.

34
35
36

37
38
39

40

41
42

43

44

45
46
47
48

49

50
51
52
53
54
55
56

57
58
59

60
61
62

63
64
65
66

67
68

Company Name

Fawry for Banking Technology and
Electronic Payment SAE

GB Auto SAE

Giza General Contracting and Real
Estate Investment Co SAE

Heliopolis Company for Housing and
Development SAE

Ibnsina Pharma Co SAE

International Co for Agricultural Corps
SAE

Ismailia Development and Real Estate Co

SAE

Ismailia Misr Poultry Co SAE

Lecico Egypt SAE

Madinet Nasr for Housing and
Development SAE

Mena for Touristic and Real Estate
Investment Co SAE

Misr Beni Suef Cement Co SAE

Misr Cement Company SAE

Misr Fertilizers Production Co SAE
Misr National Steel SAE

MM Group for Industry and International
Trade SAE

Obour Land for Food Industries
Orascom Construction PLC

Orascom Development Egypt SAE
Orascom Investment Holding SAE
Oriental Weavers Carpet Co SAE
Paints and Chemical Industries Co SAE
Palm Hills Developments

General Company for Paper Industry
SAE

Raya Contact Center Co

Remco Tourism Villages Construction
SAE

Sharm Dreams Company For Touristic
Investment SAE

Sidi Kerir Petrochemicals Company SAE
Sixth of October Development and
Investment Co SAE

South Valley Cement Co SAE

Talaat Mostafa Group Holding Co SAE
Telecom Egypt Co SAE

Arab Ceramic Co SAE

Egyptian Company for Construction
Development SAE

United Arab Stevedoring Co SAE
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TRBC Economic Sector

Industrials
Consumer Cyclicals

Industrials

Consumer Cyclicals
Consumer Non-Cyclicals

Consumer Non-Cyclicals

Real Estate

Consumer Non-Cyclicals
Consumer Cyclicals

Real Estate

Real Estate

Basic Materials
Basic Materials
Basic Materials
Basic Materials

Consumer Cyclicals

Consumer Non-Cyclicals
Industrials

Consumer Cyclicals
Technology

Consumer Cyclicals
Basic Materials

Real Estate

Basic Materials
Industrials

Real Estate

Consumer Cyclicals
Basic Materials
Real Estate

Basic Materials
Real Estate
Technology
Consumer Cyclicals

Industrials

Industrials



No.

69

70

Company Name

United Company for Housing and
Development SAE

Zahraa Maadi Investment and
Development SAE

359

TRBC Economic Sector
Consumer Cyclicals

Real Estate



Appendix 3 — CGD Quality score of the U.K. sample of listed companies

z
©

00 ~NO OB~ WN P

Company Name

Anglo American PLC

Anglo American PLC

Anglo American PLC
Antofagasta PLC

Antofagasta PLC

Antofagasta PLC

Ashtead Group PLC

Ashtead Group PLC

Ashtead Group PLC
Associated British Foods PLC
Associated British Foods PLC
Associated British Foods PLC
Auto Trader Group PLC

Auto Trader Group PLC

Auto Trader Group PLC

Avast PLC

Avast PLC

Avast PLC

AVEVA Group PLC

AVEVA Group PLC

AVEVA Group PLC

B&M European Value Retail SA
B&M European Value Retail SA
B&M European Value Retail SA
BAE Systems PLC

BAE Systems PLC

BAE Systems PLC

Barratt Developments P L C
Barratt Developments P L C
Barratt Developments P L C
Berkeley Group Holdings PLC
Berkeley Group Holdings PLC
Berkeley Group Holdings PLC
British American Tobacco PLC
British American Tobacco PLC
British American Tobacco PLC
British Land Company PLC
British Land Company PLC
British Land Company PLC

BT Group PLC

BT Group PLC

BT Group PLC

Bunzl plc

Bunzl plc

360

Year

2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020

CGD Quality
Score

0.92
0.92
0.88
0.92
0.94
0.94
0.90
0.90
0.90
0.92
0.92
0.92
0.94
0.92
0.88
0.94
0.90
0.90
0.90
0.90
0.90
0.92
0.92
0.92
0.92
0.92
0.90
0.90
0.92
0.92
0.88
0.88
0.88
0.96
0.96
0.94
0.87
0.87
0.87
0.94
0.94
0.92
0.92
0.92



No.

45
46
47
48
49
50
51
52
58
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91

Company Name

Bunzl plc

Burberry Group PLC
Burberry Group PLC
Burberry Group PLC
Coca Cola HBC AG

Coca Cola HBC AG

Coca Cola HBC AG
Compass Group PLC
Compass Group PLC
Compass Group PLC
CRH PLC

CRH PLC

CRH PLC

Croda International PLC
Croda International PLC
Croda International PLC
DCC PLC

DCC PLC

DCC PLC

Diageo PLC

Diageo PLC

Diageo PLC

DS Smith PLC

DS Smith PLC

DS Smith PLC

Entain PLC

Entain PLC

Entain PLC

Experian PLC

Experian PLC

Experian PLC

Flutter Entertainment PLC
Flutter Entertainment PLC
Flutter Entertainment PLC
Fresnillo PLC

Fresnillo PLC

Fresnillo PLC

Glencore PLC

Glencore PLC

Glencore PLC

Halma PLC

Halma PLC

Halma PLC

Howden Joinery Group PLC
Howden Joinery Group PLC
Howden Joinery Group PLC
Imperial Brands PLC

361

Year

2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021

CGD Quality
Score

0.92
0.90
0.90
0.90
0.90
0.90
0.90
0.92
0.92
0.92
0.94
0.92
0.92
0.92
0.92
0.92
0.94
0.94
0.92
0.94
0.94
0.92
0.90
0.90
0.90
0.90
0.88
0.88
0.96
0.94
0.92
0.96
0.94
0.92
0.94
0.96
0.96
0.94
0.94
0.94
0.94
0.94
0.94
0.83
0.83
0.83
0.92



No.

92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138

Company Name

Imperial Brands PLC

Imperial Brands PLC

Informa PLC

Informa PLC

Informa PLC

InterContinental Hotels Group PLC
InterContinental Hotels Group PLC
InterContinental Hotels Group PLC
International Consolidated Airlines Group SA
International Consolidated Airlines Group SA
International Consolidated Airlines Group SA
Intertek Group PLC

Intertek Group PLC

Intertek Group PLC

J Sainsbury PLC

J Sainsbury PLC

J Sainsbury PLC

JD Sports Fashion PLC

JD Sports Fashion PLC

JD Sports Fashion PLC

Kingfisher PLC

Kingfisher PLC

Kingfisher PLC

Land Securities Group PLC

Land Securities Group PLC

Land Securities Group PLC
Meggitt PLC

Meggitt PLC

Meggitt PLC

Melrose Industries PLC

Melrose Industries PLC

Melrose Industries PLC

Mondi PLC

Mondi PLC

Mondi PLC

Next PLC

Next PLC

Next PLC

Ocado Group PLC

Ocado Group PLC

Ocado Group PLC

Pearson PLC

Pearson PLC

Pearson PLC

Persimmon PLC

Persimmon PLC

Persimmon PLC

362

Year

2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019

CGD Quality
Score

0.92
0.92
0.94
0.94
0.94
0.96
0.96
0.96
0.96
0.96
0.96
0.92
0.92
0.92
0.87
0.85
0.85
0.85
0.85
0.85
0.94
0.94
0.94
0.90
0.88
0.87
0.92
0.92
0.92
0.94
0.92
0.94
0.90
0.90
0.88
0.88
0.88
0.88
0.96
0.94
0.88
0.96
0.96
0.94
0.90
0.90
0.90



No.

139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184
185

Company Name

Reckitt Benckiser Group PLC
Reckitt Benckiser Group PLC
Reckitt Benckiser Group PLC
Relx PLC

Relx PLC

Relx PLC

Rentokil Initial PLC

Rentokil Initial PLC

Rentokil Initial PLC
Rightmove PLC

Rightmove PLC

Rightmove PLC

Rio Tinto PLC

Rio Tinto PLC

Rio Tinto PLC

Rolls-Royce Holdings PLC
Rolls-Royce Holdings PLC
Rolls-Royce Holdings PLC
RS Group PLC

RS Group PLC

RS Group PLC

Sage Group PLC

Sage Group PLC

Sage Group PLC

SEGRO PLC

SEGRO PLC

SEGRO PLC

Smiths Group PLC

Smiths Group PLC

Smiths Group PLC

Smurfit Kappa Group PLC
Smurfit Kappa Group PLC
Smurfit Kappa Group PLC
Spirax-Sarco Engineering PLC
Spirax-Sarco Engineering PLC
Spirax-Sarco Engineering PLC
Taylor Wimpey PLC

Taylor Wimpey PLC

Taylor Wimpey PLC

Tesco PLC

Tesco PLC

Tesco PLC

Unilever PLC

Unilever PLC

Unilever PLC

Unite Group PLC

Unite Group PLC

363

Year

2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020

CGD Quality
Score

0.94
0.94
0.90
0.98
0.98
1.00
0.96
0.94
0.94
0.90
0.90
0.90
0.92
0.92
0.90
0.98
0.98
0.98
0.94
0.92
0.92
0.88
0.88
0.88
0.92
0.90
0.90
0.92
0.92
0.92
0.94
0.94
0.94
0.90
0.90
0.90
0.90
0.90
0.90
0.92
0.92
0.92
0.96
0.96
0.94
0.88
0.88



No.

186
187
188
189
190
191
192
193
194
195

Company Name

Unite Group PLC
Vodafone Group PLC
Vodafone Group PLC
Vodafone Group PLC
Whitbread PLC
Whitbread PLC
Whitbread PLC

WPP PLC

WPP PLC

WPP PLC

364

Year

2019
2021
2020
2019
2021
2020
2019
2021
2020
2019

CGD Quality
Score

0.90
0.96
0.96
0.96
0.90
0.92
0.90
0.96
0.92
0.92



Appendix 4 — CGD Quality score of the Egyptian sample of listed companies

No. Company Name Year CGI; Quality
core
1 égtlszir Fertilizers and Chemical Industries Co 2021 071
5 QXUEQ" Fertilizers and Chemical Industries Co 2020 0.71
3 gkz\léQir Fertilizers and Chemical Industries Co 2019 0.71
4 Alexandria Container and Cargo Handling 2021 0.65
Company SAE
5 Alexandria Container and Cargo Handling 2020 0.63
Company SAE
6 Alexandria Container and Cargo Handling 2019 0.63
Company SAE
7  Alexandria Spinning & Weaving Co 2021 0.62
8  Alexandria Spinning & Weaving Co 2020 0.62
9  Alexandria Spinning & Weaving Co 2019 0.62
10 Amer Group Holding Co SAE 2021 0.71
11  Amer Group Holding Co SAE 2020 0.69
12 Amer Group Holding Co SAE 2019 0.69
13 Arabia Cotton Ginning Co SAE 2021 0.60
14  Arabia Cotton Ginning Co SAE 2020 0.60
15 Arabia Cotton Ginning Co SAE 2019 0.60
16 Arab Developers Holding 2021 0.69
17  Arab Developers Holding 2020 0.65
18 Arab Developers Holding 2019 0.67
19 Arabian Cement Company SAE 2021 0.73
20 Arabian Cement Company SAE 2020 0.73
21 Arabian Cement Company SAE 2019 0.73
22 ASEC Co for Mining SAE 2021 0.71
23 ASEC Co for Mining SAE 2020 0.69
24  ASEC Co for Mining SAE 2019 0.69
25 Cairo Poultry Company SAE 2021 0.67
26  Cairo Poultry Company SAE 2020 0.65
27  Cairo Poultry Company SAE 2019 0.65
General Company for Ceramic and Porcelain
28 Products SAE 2021 0.54
General Company for Ceramic and Porcelain
e Products SAE ALEL e
General Company for Ceramic and Porcelain
30 Products SAEp ’ 2019 0.52
31 Delta Co for Construction and Rebuilding SAE 2021 0.44
32 Delta Co for Construction and Rebuilding SAE 2020 0.42
33 Delta Co for Construction and Rebuilding SAE 2019 0.42
34 Delta Sugar Co SAE 2021 0.46
35 Delta Sugar Co SAE 2020 0.46
36 Delta Sugar Co SAE 2019 0.46

365



No.

37

38

39

40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66

67

68

69

70

71

72

73
74
75

Company Name

Development and Engineering Consultants Co
SAE

Development and Engineering Consultants Co
SAE

Development and Engineering Consultants Co
SAE

Dice Sports and Casual Wear SAE

Dice Sports and Casual Wear SAE

Dice Sports and Casual Wear SAE

Eastern Company SAE

Eastern Company SAE

Eastern Company SAE

Edita Food Industries SAE

Edita Food Industries SAE

Edita Food Industries SAE

Egypt Aluminum Company SAE

Egypt Aluminum Company SAE

Egypt Aluminum Company SAE

Egyptian Chemical Industries SAE

Egyptian Chemical Industries SAE

Egyptian Chemical Industries SAE

Egyptian Financial & Industrial SAE

Egyptian Financial & Industrial SAE

Egyptian Financial & Industrial SAE

Egyptian Resorts Co SAE

Egyptian Resorts Co SAE

Egyptian Resorts Co SAE

Egypt Kuwait Holding Co SAE

Egypt Kuwait Holding Co SAE

Egypt Kuwait Holding Co SAE

Egyptian Media Production City Co SAE
Egyptian Media Production City Co SAE
Egyptian Media Production City Co SAE
Egyptian Transport and Commercial Services
Co SAE

Egyptian Transport and Commercial Services
Co SAE

Egyptian Transport and Commercial Services
Co SAE

Egyptians for Housing & Development
Reconstruction Company SAE

Egyptians for Housing & Development
Reconstruction Company SAE

Egyptians for Housing & Development
Reconstruction Company SAE

Al Ezz Dekheila Steel Company Alexandria SAE
Al Ezz Dekheila Steel Company Alexandria SAE
Al Ezz Dekheila Steel Company Alexandria SAE

366

Year

2021

2020

2019

2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019

2021

2020

2019

2021

2020

2019

2021
2020
2019

CGD Quality
Score

0.71
0.71

0.71

0.77
0.77
0.73
0.71
0.71
0.73
0.83
0.83
0.83
0.52
0.50
0.50
0.56
0.56
0.54
0.69
0.67
0.69
0.81
0.81
0.81
0.81
0.77
0.77
0.63
0.63
0.62

0.81
0.81
0.79
0.67
0.67

0.69

0.69
0.69
0.69



No.

76
77
78
79
80
81
82
83
84
85
86
87

88

89

90

91
92
93
94
95
96
97
98
99

100

101

102

103
104
105

106

107

108

109

110

111

Company Name

Cairo for Housing and Development Co SAE
Cairo for Housing and Development Co SAE
Cairo for Housing and Development Co SAE
El Nasr Clothing and Textiles Company SAE
El Nasr Clothing and Textiles Company SAE
El Nasr Clothing and Textiles Company SAE
El Shams Housing and Urbanization Co SAE
El Shams Housing and Urbanization Co SAE
El Shams Housing and Urbanization Co SAE
Electro Cable Egypt Co SAE

Electro Cable Egypt Co SAE

Electro Cable Egypt Co SAE

El-Saeed Contracting & Real Estate Investment
Co

El-Saeed Contracting & Real Estate Investment
Co

El-Saeed Contracting & Real Estate Investment
Co

El Sewedy Electric Co SAE

El Sewedy Electric Co SAE

El Sewedy Electric Co SAE

Emaar Misr for Development SAE

Emaar Misr for Development SAE

Emaar Misr for Development SAE

Ezz Steel Co SAE

Ezz Steel Co SAE

Ezz Steel Co SAE

Fawry for Banking Technology and Electronic
Payment SAE

Fawry for Banking Technology and Electronic
Payment SAE

Fawry for Banking Technology and Electronic
Payment SAE

GB Auto SAE

GB Auto SAE

GB Auto SAE

Giza General Contracting and Real Estate
Investment Co SAE

Giza General Contracting and Real Estate
Investment Co SAE

Giza General Contracting and Real Estate
Investment Co SAE

Heliopolis Company for Housing and
Development SAE

Heliopolis Company for Housing and
Development SAE

Heliopolis Company for Housing and
Development SAE

367

Year

2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019

2021

2020

2019

2021
2020
2019
2021
2020
2019
2021
2020
2019

2021

2020

2019

2021
2020
2019

2021

2020

2019

2021

2020

2019

CGD Quality
Score

0.71
0.63
0.60
0.60
0.60
0.60
0.58
0.58
0.58
0.52
0.50
0.48

0.71
0.71

0.69

0.71
0.71
0.71
0.81
0.81
0.81
0.73
0.73
0.73

0.83
0.71

0.65

0.81
0.79
0.79

0.56
0.56
0.56
0.65
0.62

0.58



No.

112
113
114
115
116
117
118
119
120
121
122
123
124
125
126

127

128

129

130

131

132

133
134
135
136
137
138
139
140
141
142
143
144

145

146

147

148
149
150

Company Name

Ibnsina Pharma Co SAE

Ibnsina Pharma Co SAE

Ibnsina Pharma Co SAE

International Co for Agricultural Corps SAE
International Co for Agricultural Corps SAE
International Co for Agricultural Corps SAE
Ismailia Development and Real Estate Co SAE
Ismailia Development and Real Estate Co SAE
Ismailia Development and Real Estate Co SAE
Ismailia Misr Poultry Co SAE

Ismailia Misr Poultry Co SAE

Ismailia Misr Poultry Co SAE

Lecico Egypt SAE

Lecico Egypt SAE

Lecico Egypt SAE

Madinet Nasr for Housing and Development
SAE

Madinet Nasr for Housing and Development
SAE

Madinet Nasr for Housing and Development
SAE

Mena for Touristic and Real Estate Investment
Co SAE

Mena for Touristic and Real Estate Investment
Co SAE

Mena for Touristic and Real Estate Investment
Co SAE

Misr Beni Suef Cement Co SAE

Misr Beni Suef Cement Co SAE

Misr Beni Suef Cement Co SAE

Misr Cement Company SAE

Misr Cement Company SAE

Misr Cement Company SAE

Misr Fertilizers Production Co SAE

Misr Fertilizers Production Co SAE

Misr Fertilizers Production Co SAE

Misr National Steel SAE

Misr National Steel SAE

Misr National Steel SAE

MM Group for Industry and International Trade
SAE

MM Group for Industry and International Trade
SAE

MM Group for Industry and International Trade
SAE

Obour Land for Food Industries

Obour Land for Food Industries

Obour Land for Food Industries

368

Year

2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019

2021

2020

2019

2021

2020

2019

2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019

2021

2020

2019

2021
2020
2019

CGD Quality
Score

0.77
0.77
0.77
0.69
0.67
0.67
0.52
0.52
0.52
0.63
0.62
0.63
0.71
0.73
0.73

0.65
0.65
0.65
0.62
0.62

0.62

0.60
0.60
0.60
0.63
0.62
0.60
0.63
0.63
0.63
0.54
0.54
0.54

0.73
0.73

0.71

0.73
0.71
0.71



No.

151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177

178

179

180

181
182
183

184

185

186

187
188
189
190
191
192

Company Name

Orascom Construction PLC

Orascom Construction PLC

Orascom Construction PLC

Orascom Development Egypt SAE
Orascom Development Egypt SAE
Orascom Development Egypt SAE
Orascom Investment Holding SAE
Orascom Investment Holding SAE
Orascom Investment Holding SAE
Oriental Weavers Carpet Co SAE

Oriental Weavers Carpet Co SAE

Oriental Weavers Carpet Co SAE

Paints and Chemical Industries Co SAE
Paints and Chemical Industries Co SAE
Paints and Chemical Industries Co SAE
Palm Hills Developments

Palm Hills Developments

Palm Hills Developments

General Company for Paper Industry SAE
General Company for Paper Industry SAE
General Company for Paper Industry SAE
Raya Contact Center Co

Raya Contact Center Co

Raya Contact Center Co

Remco Tourism Villages Construction SAE
Remco Tourism Villages Construction SAE
Remco Tourism Villages Construction SAE
Sharm Dreams Company For Touristic
Investment SAE

Sharm Dreams Company For Touristic
Investment SAE

Sharm Dreams Company For Touristic
Investment SAE

Sidi Kerir Petrochemicals Company SAE
Sidi Kerir Petrochemicals Company SAE
Sidi Kerir Petrochemicals Company SAE

Sixth of October Development and Investment

Co SAE

Sixth of October Development and Investment

Co SAE

Sixth of October Development and Investment

Co SAE

South Valley Cement Co SAE

South Valley Cement Co SAE

South Valley Cement Co SAE

Talaat Mostafa Group Holding Co SAE
Talaat Mostafa Group Holding Co SAE
Talaat Mostafa Group Holding Co SAE

369

Year

2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019
2021
2020
2019

2021

2020

2019

2021
2020
2019

2021

2020

2019

2021
2020
2019
2021
2020
2019

CGD Quality
Score

0.79
0.79
0.79
0.79
0.79
0.79
0.77
0.71
0.75
0.77
0.71
0.71
0.50
0.50
0.50
0.73
0.73
0.77
0.62
0.58
0.58
0.69
0.69
0.69
0.60
0.60
0.60

0.46
0.46

0.46

0.63
0.63
0.63

0.77
0.73

0.75

0.69
0.71
0.69
0.81
0.81
0.83



No.

193
194
195
196
197
198

199

200

201

202
203
204

205

206

207

208

209

210

Company Name

Telecom Egypt Co SAE

Telecom Egypt Co SAE

Telecom Egypt Co SAE

Arab Ceramic Co SAE

Arab Ceramic Co SAE

Arab Ceramic Co SAE

Egyptian Company for Construction
Development SAE

Egyptian Company for Construction
Development SAE

Egyptian Company for Construction
Development SAE

United Arab Stevedoring Co SAE

United Arab Stevedoring Co SAE

United Arab Stevedoring Co SAE

United Company for Housing and Development
SAE

United Company for Housing and Development
SAE

United Company for Housing and Development
SAE

Zahraa Maadi Investment and Development
SAE

Zahraa Maadi Investment and Development
SAE

Zahraa Maadi Investment and Development
SAE

370

Year

2021
2020
2019
2021
2020
2019

2021

2020

2019

2021
2020
2019

2021

2020

2019

2021

2020

2019

CGD Quality
Score

0.85
0.85
0.83
0.48
0.48
0.48

0.42
0.40

0.40

0.54
0.52
0.52

0.65
0.63
0.62
0.60
0.60

0.60



