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case of complex product systems industries. The important role of this intangible asset in managing the 
complex environment has amplified the incompleteness of the agency theory, changing the nature of 
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attempts to describe, using Problem Solving Behaviour approach, how the Corporate Governance 
relationships work in high competitive and complex environments as in case of the business aviation 
industry. 
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The value added contribution of this article is twofold. Firstly, this article advocates that Board 
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employees and themselves influence the effectiveness of strategies implemented within an effective 
Corporate Governance (CG) and Corporate Social Responsibility (CSR) framework. Secondly, this 
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article uses data collected and findings from participants in Australia and South Africa regarding the 
factors (from their mental model) that retain them in their organisation as one example of how Board 
members, Directors and Managers could explore the mental models of their employees regarding 
retention and then develop strategies (within a CSR framework) based on a solid CG foundation. 
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This paper examines the impact of corporate governance and audit quality on risk taking in the U.S. 
property casualty insurance industry. The evidence shows that some corporate governance variables, as 
well as some audit quality variables are related to risk taking. We find that longer board tenure is 
associated with low underwriting risk. But the higher percentage of financial experts on the board is 
associated with high underwriting risk. The possible reason is that financial experts possess a deep 
understanding of a firm’s financial situation and may encourage the management to take higher risk in 
anticipation of a higher return for a positive net present value project. The results are consistent with 
agency theory and wealth transfer hypothesis in that high risk taking is consistent with shareholder 
interest maximization.  
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This study contributes to the growing literature on corporate governance index (CGI) by investigating 
the impacts a board governance index (BGI) developed in context of government business corporations 
(GBCs) on their financial performance. In addition, the study tests relevant corporate governance 
theories, namely agency, networking and resource dependence theories, in the context of GBCs. 
Concurrently, the study also conducts an exploratory investigation of the relationship between board 
governance arrangements and emphasis provided by GBCs’ management to processes and systems for 
discharging accountability requirements (accountability-emphasis). The study found that the current 
board governance arrangement of GBCs is positively related to financial performance.  
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September 2006 have been examined to assess the impact of institutional isomorphism on the 
selection of directors for boards facing the transition to listed companies. A high level of union 
representation as well as the restructuring of boards prior to an IPO and in anticipation of legal 
changes gives strong support for the influence of coercive isomorphism on IPO firms. Companies 
within industry sectors make similar choices with regard to their directors, their choices being 
dissimilar from their associates in other industry groupings. This supports the concepts underlying 
mimetic isomorphism. Finally normative isomorphism is largely supported by the reliance of 
corporations on a closed group of directors with similar educational backgrounds. All in all, societal 
and regulatory pressures, as modelled under institutional theory, are influencing the processes of 
corporate governance during an IPO.  
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This paper explores the relation between ownership structure, board composition and firm 
performance among Swedish listed firms. The descriptive statistics show that Swedish board of 
directors has become more diversified in terms of gender. The analysis shows that board size has a 
significant negative effect on investment performance. Gender diversity has a small but negative effect 
on investment performance, and the same holds for CEO being on the board. When incorporating all 
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the explanatory variables into the same equation the negative effect of larger boards dilutes the effect of 
gender diversity and having the CEO on the board. 
 
 
SECTION 3. CORPORATE GOVERNANCE: ASIA       
 
 
EXTERNAL MONITORING, MANAGERIAL OWNERSHIP AND FIRM PERFORMANCE IN 

MALAYSIAN CAPITAL MARKET: A GMM BASED PANEL DATA APPROACH                               131 

Huson Joher Ali Ahmed, IKM Mokhtarul Wadud 

This study re-examines whether the structure of share ownership by both directors and institutional 
ownership provides explanation for firm performances. These relationships are modelled and 
estimated using GMM based dynamic panel data over a period from 1997 to 2001 with a sample of 100 
CI components companies listed on Main Board of Malaysia. The findings provide strong evidence of 
simultaneity between firm performance and managerial ownership. Although an insignificant 
relationship between firm performance and institutional ownership is observed, the institutional 
holdings provide strong substitute for managerial ownership with a strong negative relationship 
between managerial ownership and institutional ownership. This is in line with the managerial 
incentive hypothesis, which suggests that manager’s share in the firm’s ownership leads to better 
performance and the monitoring substitute hypothesis, which suggests that managerial ownership 
could be effectively replaced by institutional ownership. 
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This paper explores the impact of ownership structure on performance of family businesses at its early 
developmental stage in a context of under-developed market environment. Using a survey data of 296 
private family firms in Ningbo, China, we find both management and single largest shareholder’s 
ownership is positively related to firm’s performance. However, family’s shareholding does not have 
significant impact on performance. Further inquiry on firm’s willingness to give shares to managers 
who are not family members indicates that while nearly half of the firms are willing to provide shares to 
professional managers, weak corporate governance mechanism and under-developed market may 
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