CHAPTER 2 Y.

AN OVERVIEW OF CORPORATE GOVERNANCE %\

2.1 Introduction q

This chapter reviews and discusses the definitions of concepts, then,
presenting an overview of CG in developed and devel ZOunries in general,

particularly in Palestine. Thus, this Section defines CG vario@s Mns. Italso
[ ]

discusses the economic and political situation in Pale
are as follows: The main definitions of CG ar

introduces a brief overview of the enviro nt

counties, while the political, economwacs in

2.4. Finally, Section 2.5 is a summa@5this cha
@

2.2 Corporate Governa E
The agency prob%tt
(Jensen & Meckli 976). A's ity of CG has become an essential
matter after the world financi Is bee)%/e of the failure of CG systems for several
’ J L)C
large compii the Unit gtaté) anada, the European Union, and some
\
olint

riesdT ?cludes&’nron, WorldCom, Adelphia, Tyco, HealthSouth,

developing
Fanpi e, AIG Nortel, Cro@?’armalat, and Royal Ahold (Bremer & Elias, 2007;

‘%\h& Fedhila, 2019; Abata & Migiro, 2016). So, CG arose to the surface and
eceiv

ed massive attention from the developed and developing states as a method to

itigate the consequences of the financial crisis.
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Prior studies have discussed several definitions of CG. Among the earliest
definitions of CG was that of the Cadbury Committee Report in December 19T
report described CG as “the system by which companies are directed an c\lled”
and that the “BOD is responsible for the CG of their companies.” ﬂkwle of the

stockholders in CG was “to appoint the directors and the auditorsfand to satisfy

themselves that the appropriate CG structure is in place” (CadQqu 2, p. 25).
iSiGN 0

f CG mechanisms

ilitates th.e\mdoring and

ound that ‘x&ﬁn\yl‘z;nd

Morck, Shleifer, and Vishn (1988) proposed that the

-0

into internal mechanisms and external mechanisms

measurement of these mechanisms. Furthermore, t

internal mechanisms differ from one country

factors. These are (1) the economic envi
political regimes, (3) the labor relati |p9and (CON

factors are imminence important QUcture \Sq S ;@\in the shareholding
jﬂy N

corporations in any country, whi help'gtren antrl(/ nitoring functions of the
CG. \ rl $
Indeed, OECD %; a compre ns‘ve@finition of CG. OECD (1999)

4 $ &
defined CG as a sy, that deit \hes a cor. Gmtion’s structure that has four levels,
, EXecu

which are the B ers, s@ﬁﬁolders, and other stakeholders. The role

!
of a CG sys gfs)) control an dil‘gct rfé?e levels and identify their rights, duties, and
NN
responsibilitieSrFurther. ,'ﬁCGdiBuld clarify the procedures, rules, and regulations
for 1ISion making related t@éorporation’s affairs. OCED also added that a CG
s% elps a corporation carry out a set of objectives and provide them with the means
0 attain these objectives and monitor performance.

0 Meanwhile, Xie, Davidson, and Dadalt (2003) defined CG as a concerned critical

issue, with ways in which stakeholders attempt to ensure that BOD and the executive
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management have adopted mechanisms that will protect the interests of stakeholders,
which entails the separation of ownership from the management. CG has ?ﬂll
objectives that a corporation should achieve, such as creating an en\@nt of
transparency, trust, and accountability. The achievement of these obje is essential
to attract more investments, financial inclusion, and the stability and integrity of a
corporation (OECD, 2015). \)

Bruijl (2017) defined CG as a system of rules, practi Yp:o'edures, through
which companies are directed and supervised; it mainhy, consi ts'\ogt#gcing the
tenti I$@Er3,

) and\s&'iety. CG

Qw . erefoé\gza covers all
areas of management, from businex ianaand inte con@ to performance

measurement and corporate disclos%ambric \ ger, ajac, 2008). Moreover,
N,
CG systems are considered exceegh crucfél to ampa@]e society, and a country

to achieve the desired goal %tly , effetivelys.
Hal

n aH, S@Tii, Salleh, and Zakaria (2020)

4 ’ &
XS& pes &gmplementary views: (1) a legal point

More specificall ruddin

classified the obj %CG i
of view, (2) acch\ti oin

point of vieﬁ,(@corp ation ef' separdte entity owned by the shareholders as the

NN
owner of the capital. At e timé\{he board of directors is supervisors of managing

the m&nies‘ capital, and th@ﬂagers are working to operate the organization using

t Xﬁdate granted to them by the BODs on behalf of the owners. Meantime, from an
d omic point of view, CG systems may be considered as a separation between
wnership and management in decision-making processes. So, CG may reduce the
agency problems when managers get their compensation fairly and carrying out their
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responsibilities effectively, while owners as a stockholder can protect their rights and
investments. In terms of an accounting point of view, CG can be conadered?ﬂe
accountability and transparency of management to shareholders as owne@a}other
stakeholders. Accountability and transparency can be carrien'& through
comprehensive disclosure practices by management (Kamaruddin etWZO).

To conclude, OCED (2014) set the three main elements NCG practices to
maintain the interests of the stockholders as the corporati %s 'These elements
are to appoint an effective BOD, imposing non-duality een smon and
chairperson role, and to have BOD comprises the non utive direc als @orlty
Thus, these elements and others will be the cor ft mv@aﬂng the
impact of CG attributes on EM practices in J ?re t ments of best

practices of CG will be discussed in t 0 ng sectio d cI@%rs

A
A
S
2.3 CG in Developed and D g C&Jntl’l Q.

The last century and nt as |tnei§numerous financial scandals
and crises, such as the % ancial !!SJ 19 e collapse of some of the largest
companies in the United Statesl nron WorIdW|de financial crisis in 2007-
08, and most r entlywthe naV|rus (COVID-19). CG issues have

become a gl p ot paint fo e(elce‘:?countrles and developing countries as well.
ThIS se sesgh fievelc&\d and developing countries. The first sub-section

is a t e CG situation in @‘éped countries, and the second sub-section is about

tg\&ltuatlon in developing countries.
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2.3.1 The CG Situation in Developed Countries

CG system is a key to protecting stakeholders against fraudulent financial T
So, a CG system consists of sundry of mechanisms, including BOD ch@\shstics,
executive management, AC characteristics, the internal audit funcﬂt&wnership
structures, external audit quality, and others (Bajra & Cadez, 2017)W and robust
CG systems will mitigate the consequences of accounting CM and fraudulent
behaviors. On the other hand, the impairment in CG sy Ys.gfnerated several

accounting scandals during the past several decades. '\d

@
after §ca sﬂn&@sides

Indeed, regulatory policies have significantly ch
of the Atlantic, including the United States an

2017). A richness of studies has addresse ountries ‘(Almasarwah,

2015). For example, Bleicher et al. (1 coaparative S as @‘in (Almasarwah,

2015) was among the first of sexegbstudies \SGTCO d{@'ed in the context of
": z N,
developed countries, comparin%ectivghess in the umiEa States and Switzerland.

&

They found that CG syst in¥these “€ountkies @developed, and this led to

improving the capabi% II ’o‘ni g the financial activities of a

company. Accordi consid‘e or st '%have investigated the effectiveness

of CG systemsw nit ' .g.():j%bott et al., 2004; Klein 2002; Lin et al.

2006; Xie e %3;Y g& is‘naﬂj 6) and the United Kingdom. (e.g., Peasnell
NN

etal., 2% e Uthdoms&\
X

AUnited States was ay}ﬂ to improve and strengthen its CG systems in the

%\N financial scandals. Hence, the U.S. Congress passed the Sarbanes-Oxley Act
0

:'n 2. This federal law established rigorous requirements for companies listed on
ock exchanges concerning the audit function in evaluating internal control function

and financial reporting quality (Bajra & Cadez 2017; Grein & Tate 2011; Patterson &
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Smith 2007; Sun et al., 2014). Much prior literature related to CG mechanisms has

examined the influence of Sarbanes-Oxley on internal audit role, and external Tﬂs

well, EM, and the financial reporting system, among others. Cohen @008)

examined the level of EM in the pre-SOX and post-SOX periods. Th d that the

level of EM had decreased after the publishing of SOX. Patterson &?mith (2007)

found that under Sarbanes-Oxley, control systems becam Q@Jand less fraud
N

occurred. Thus, Sarbanes-Oxley has played a vital role in tt'e audit function

by improving internal control systems, thereby decreasing f chtions by
23

dishonest managers.

The 8th Company Law Directive, which i h\ uropeah Union in

to i@;{:ed financial
afteé‘é promulgation of

2006, strengthened the role of CG qualityN‘U

reports quality in the EU. Bajra and C %8) foun

the 8th Company Law, the eﬁective@ﬁf ACm \[“ongg

thereby, the quality of financi%\ing aso i reasedcgﬁally, Bajra and Cadez
\m &
le of \the

q@\mpetencies increased;
N,

(2017) reported that the % entll S es-Oxley Act and the 8th
Company Law Directi% d posit ue}ct‘s 0@6 system quality.
S :\? >
ew G Si ionint nited Kingdom

AV ’

nited/ Kin m‘ﬁas(z_ij mprehensive approach for a strong system

Indee
NN
of CG,% is stri Iied.&e United Kingdom built this comprehensive

Y-
appm&o improving the q@ of the BOD to run the companies efficiently and

e Nwly to enhance accountability to stockholders. The United Kingdom CG
Ea

@ ch is better than other countries' approaches due to its ability to achieve higher
riteria for CG (Almasarwah, 2015). So, the United Kingdom CG system is considered

a basic outline for other countries that want to apply a robust CG system.
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In 1992, the Cadbury Committee, which Sir Adrian Cadbury chaired, examined
the financial aspects of CG in the wake of the Maxwell scandal. The critical o
of this report was to upgrade the mechanisms of CG in the United Ki@ The
Cadbury report dealt with several issues connected with CG, such ifying the
association between the quality of BOD and stockholders (Belcherw. Later, the
Turnbull report, with the support of the London Stock Exchan%in\.ﬂned directors of

their obligations concerning maintaining sound internal ¢ Isfand c'onducting good

audits. .\d
"X
The Financial Reporting Council was an @ent regula iri t@nited
e

Kingdom, which was replaced by the Audit, G , % anc%jﬁhority in
2019. They operated the UK’s Corporate Gove nc@fo mWwhic Y~designed to

underpin trust in how companies are rwae Stewardshi Co@ﬁvhich encourages

active engagement by investors wi@sﬂpanies\uﬁch hQY\nvest. In 2003, they
ﬁy N,

complemented the recommend%om tlfése reports, %z@aally concerning the role

of non-executive directors (@001} fun@ of the AC (Smith, 2003). In

2006, the Financial R i ouncillrevielved th&ode of CG and made changes in
4 ’ &

the former CG cod RC, 2 \lm Iarl)g.e' Financial Services Authority in the

the {I‘-%ﬁcial services industries, titled the CG

United Kingdom iss a
¢

Combined E;&;)%), hat_in€lu
I

NN
T% oped sta iUCh aé%e United States, the United Kingdom, and the

Eur Union countries ha @‘/eloped CG systems. These systems have served as

dgd ‘\-/?ral new recommendations.

i s for developing and emerging countries such as MENA countries, especially
alestine. Palestine issued a code of CG in 2009 that contains many recommendations

om international systems.
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CG studies have been extensively conducted in developed countries rather than
in developing states (Hassan et al., 2016). Thus, this study examines the associ
CG characteristics (BOD and AC characteristics and OS) with EM practice \&ators
could use the findings of the current study to evaluate and improve the?éw'veness of
BOD, AC, and OS monitoring regarding CG good practices in developed countries.
Hence, the current study intends to supply, compare, and % evidence from

Palestine related to the findings of previous studies cond I devrloped countries

to determine whether their results and conclusions can b eralized“ stine.

D[S

NN

The financial scandals in the previousycentury imnsthe Ugited S,é}s of America,

Canada, and the European Union unco@comings I sy@&. These scandals

ev q@g countries and have

2.3.3 CG Situation in Developing Count

29

have had negative side-effects on exchan
N,

shed light on the weaknesses %ysteas as-well. @%Bd, the stock markets in

developing countries are e m mj S a ofte\§§ffer from the impairment of

wn

transparency, weak in tectio #y@ a@me of good governance. Hence,
&

these markets ha\/’e%dsev@u ies aﬁaing more foreign and local investors

(Bremer & Elia% Far oualt}%ﬁ& Oehmichen, 2018).

¢
Severa:%stud s?%be’en(zb(s%ciated with improving the CG systems in

%

d—

NN
develop% tries"FOr i nceﬁé\rora and Sharma (2016) examined the influence
X

of CA&irm financial perfor@ée by using a large sample of companies covering 20

i xhﬂ industries in India from 2001-2010. They found that companies that exhibit
h level of CG practices tend to have higher financial and market performance.
heoretically, this study confirmed that higher quality of CG practice minimizes agency

costs.



Ebaid (2013) demonstrated that stronger CG is associated with more appropriate
auditors’ decisions other than weaker CG. The results of his study showw
voluntary compliance with CG rules by Egyptian companies increased t y of
financial reporting and, therefore, affected the decision of externaF;wors In a
comparative study between developing and developed countries, Wand Wong
(2011) argued that the culture, technology, and political situation werefthe main reasons
for differences between CGs in developing and develope &; '—Ience based on
the differences in the mentioned factors, each country, esta |sh et of CG
mechanisms to adopt to the situation of the country. 2018) reco eﬂd@t the
regulators, practitioners, and policymakers in coﬁn ust\/ﬁrrove the

institutional transparency of CG systems t ch| e eﬁ\a on| of financial

reporting procedures in those countrle\

&
o >
2.3.3.1 Overview of CG |n a <<<}—
Malaysia is considered_one f t(T ic s@s stories in the continent of
sé

Asia in the past few d ne lea o@nanmal scandals in Asia in 1997
‘v’ &
\Tse, Mala

was the weakness o systerrl has taken many steps to improve the

standards and the prineiples

#
avoid such sg)the uture
|k2

000# 'gde haé\affected CG practices of companies positively,

thisca-%ﬁ to overcome the financial crisis and to
EED(J(?B) As a result, Malaysia proposed its first
code of
reb t confldence of local ao}(nternatlonal investors, and reflects global principles
‘% hich are the minimum requirements applied by Bursa Malaysia (MCCG,
& ). While the code of CG established in 2000 achieved significant improvements,
e code needed a further review to strengthen the CG effectiveness to align with the

requirements of the domestic and international stock markets.
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The Malaysian Code of Corporate Governance (MCCG), which was revised in
2007, offered an ongoing collaborative effort between the government and thew
sector. This code made essential amendments that were aimed to str@}u the
effectiveness of BOD and ACs (Hamid & Aziz, 2012). Furthermoré,';\Securities
Commission Malaysia (SCM) established CG blueprint in 2011. The\yobjective of the

blueprint was to create excellence in CG mechanisms throu Whening self and
market discipline and promoting good compliance an uIthe. Boards and
stockholders were asked to embrace the understanding ood bus as not just
3
- o | N .
about achieving the desired financial bottom line by competit b;’t giéc) eing
ethical and sustainable. The SCM established M% de OQjE'G 2017~
(MCCG, 2017). This code replaced the ZOJ):&TOO ect (@. April 2017.
The new MCCG introduced essential eand recom ati@fb develop criteria

for CG in Malaysia (MCCG, 2017)(0 \T ,<\
% ": y N
While SCM has reviewe form%d theaCG c@o@f Malaysia at least four

times to improve the CG sy XCM[ sn revi; the PCCG since its issuance
in 2009. That means t% tem |‘r'1 ale i:le‘ ne@ progress and reform to be more
oy &

effective. The up%rsion ‘) laysi G code is stricter than the old code,
and the involved.arti ar ry, aﬂgg()me seek to enhance the role of females
[

!

in the BOD. %sely, an tid’es@ ded in the PCCG are voluntary, such as AC
NN

formati% her cOmmittees. Ind&, Malaysia is considered as a good example that

o%\h:G mechanisms, which, in turn, will boost the transparency, accentuality, and
heteredibility of financial reports. To conclude, Malaysia considered as an excellent
xample for Muslims and developing countries. The governance in Malaysia is

developed, so it is considered as a guideline for other countries such as Palestine.
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2.3.3.2  Overview of CG in Jordan Y-

Jordanian is a small, developing, Middle Eastern country and has a@}order
with Palestine. Indeed, Jordan has the longest border with Occupi stine and
enjoying the same culture, religion, language, and geographicalf area with it.
Historically, Jordan governed the West Bank before 1967 and imposéd its guardianship
on the holy city of Jerusalem and the Al-Agsa mosque. Fu %J

c,rdan has hosted

most Palestinian refugees who were driven from Palest y Zi nWation that

same soc'a; anid &%Ymic
es% e of\t/m Zionist

began in 1948. Hence, Jordan and Palestine have h

circumstances except for the political unres

=4

occupation and its procedures against Palestiqi

Despite the challenging economW’ ns in Jor

of the Arab Spring, substantial impr%ents wer\bseﬁx/

as the number of companies li i easeﬂ signifi

was because of the efforts e byrthe I ani Iea@p to attract local and foreign

investors. Among th% ts wasl the r}u‘od«bion of regulations to improve
4

&
transparency, aC(K(ﬂﬁwity, d"s \}Fe and $Mm of the systems of CG in Jordan
reover,

(Idris 2012). 'lng zt*jéﬁes of changes and improvements in

raﬂ'sptr_%Ry and accountability was a response to the

financial IeE!i 10n to ephanc
\
financia% Is that yace i@'nationally and locally. In 1997, the Jordanian

¢

Co s Law was issued ordingly, this law contained some principles of
G

‘@&e governance regarding the characteristics and responsibilities of the Board of

t

ors, activating the role of shareholders in corporate governance and protecting the

I
&hts of all shareholders (Makhlouf et al., 2018). This was in addition to the issuance
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of many other laws such as the Securities Law, the Investment Promotion Law, and the
Commercial Law, which provided the basis for the proposal of the code of CG.YV
Accordingly, a code of corporate governance for Jordanian companiﬂ}sued

in 2009 to develop the Jordanian economy at all levels (JCGC, Zm*his code
includes corporate governance rules for companies to apply to Jorw companies
listed on the Amman Stock Exchange to regulate the r amp between the
gY.ai s to define the

company's management and its shareholders. The CG C

duties and responsibilities of the BOD to achieve corpor oals nw the rights

X

of all shareholders and other stakeholders (Almasarw : ' _S
The rules of corporate governance in J d\ sed .Qr}YTaws and

legislation in effect, such as the Jordania

Jord@YCompanies
or E@%mic Cooperation

Law, and international rules establish th

and Development (Shanikat & A@% 2011). Wo )i\rhat compliance with
N

corporate governance code ru%ordaﬂ will»lead <tf}(gaveral benefits, such as

enhancing the performance*\:hetiorr onamy anghimproving practices in business
communities. % ( 0’

Jordan and&ge havi milarities, as they are both Muslim countries.
Also, many of @ tini

Nakba in 19 %duri 196 w{e Israel occupied the West Bank and Gaza Strip.

N
Unoffic@{ta, ics ipdica ',that a@t 60% of Jordan's population is Palestinian and
has j.ﬁ'lar cultural, social, ao@‘éthnic context. So, Palestinians who live in Jordan
N

p%&votal role in the Jordanian economy by establishing many companies.

s
%

tion imaigrated to Jordan during the Palestinian

Q Despite the similarities between the Palestinians and Jordanians, there are some
ifferences between them. Jordan is an independent and old country and has a more

developed legal and constitutional structure than Palestine, and Jordan has been
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politically stable for decades. Therefore, despite some differences between Jordan and
Palestine, it is possible for Palestinian companies, especially those listed in the ,

imitate the professional behavior of Jordanian companies listed on the AS@Se of
the cultural and social ties between both countries. Additionally, studies

conducted in Jordan have addressed CG issues, while few stud have studies

conducted in Palestine. So, the studies conducted in Jordan s vmidelines for the
Znteﬁ.

2.3.3.3  Overview of CG in Syria
Since 2000, Syria's economy has shifted t ore mdrket-based p{l%'ies. "The

State found it necessary, after more thamwg0 years

researchers who want to conduct their studies in the Palest

}3~/

2

ialist, ally planned

V\@?et-Economy. The

as founded in 2005

economy, to adopt economic reforms mo-called
Syrian Financial Markets and Secu%Comml i

with the goal of 'organizing an%vin inanci ma(r(/ , promoting investment,

and saving activities and m

practices. Then, to gr% proce}j v.}'I'a[e the issue of shares, floatation,
&

trading, settlement, hd{answ shi

CG frameworkq’n\%ia i 'd is(J ked by many supervisory regulators'

¢

involvemen '&@issua ce of Ies' arei;%ndards for CG. Inspired by the governance
NN

structur% ed in” the elops&\states, the Syrian institutions concerned have

rou’d&

uidelines and are @gj to enforce such governance requirements on the

(@]
S
D
wn

(@)
=
S
/V"”’
E{./ @)
2
- /
—
o
=
[
>
*
D,
=
QO
=
o
)
(@]
(=l

c ies under their jurisdiction. First, the disclosure instruction act was issued by
u MS in 2006. In addition to the implementation of IFRS, the act clarifies the
ructure of the AC and the attributes of the external auditor to be respected by the firms

under the supervision of the SCFMS. The guide includes provisions relating to the board
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of directors, the audit committees, and the insurance companies' external auditors. In
addition to the need for the establishment of committees within the BOD and t -
duality of the CEO and the head of the BOD, the structure of the B@\hese
companies is determined by this guide. One year later, the CG Ac issued by
SCFMS. In addition to clarifying the structure of the board and the rmments of the
ACs, the SCFMS' act enforces the provisions of accountability ane’transparency in
companies. The Code of Governance of Islamic and %7; anks was also
published in 2009 by the Central Bank of Syria to ensure®adequa pw‘of assets
and banking facilities, the rights of depositors, the vation fof fi ndialxé%ition,

and the strengthening of financial and administati tab% i teregt?ﬁg to note
! g . X
e provis

that in these guides and actions, the govern ist are,like t ntroduced in

ited r@ns Development

Jag\dim of this program is

developed countries by the governa ga'aes. The

Program creates a governance prog@?r the A@\reg?) p

&
)
wn
8
o
=8
D
2y,

to encourage and improve go orms in Arab countries.

Q%as seen a modest increase in

According to the program, tﬁ%} ZOT %

the efficacy of governr% politic vs%tff, b@t is still marked by low levels of

consistency of Ieg'w andl ransp

(Kaufmann et a@. Ini

classifies in e%a)ro

average% the ex oﬁt‘hmtries.
A .

war conditions whi Wre starting in 2011 have paused CG efforts in Syria.

cy, and control over infringements

'on b %ss performance, the World Bank (2008)

Sy'ria(és'%elow the regional average and below the
NN

%Xently, a gap between boards and executives is expanded. Previous research on
in

& Syria is rather scarce and driven by questionnaires. Naddeh and Alkaadi (2010)
sed 47 questions to compare the available CG guidelines in three countries: Egypt,

Jordan, and Syria between each other and with OECD principles. They find that 49%
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of CG provisions in Syria at that time are inconsistent with the principles of OECD
provisions. Also, Mousa (2014) used a questionnaire to examine the commit

Syrian private banks to OECD principles in 2011. He found that respondﬁ%&ught
that commitments by Syrian private banks to OECD values were just f: d had no

real effect on the ground. Our research is distinguished by the creatio?of an index for

CG and its key provisions that allow us to calculate its eftict omvCompany results

l

The most recent study conducted by Mardnly, Mouselli, an WM, (2018)
23

firm p rr‘a@‘z;all

E)f\oft iod froM 2011 to
rship @Vgure on firm

te i@ of CG generally

have insignificant impact on firm @\;Srmance. ' %‘v @\because of the weak
% N,
oversight and leniency by Syri%iti Qnd E ngéé?mmission in supervising

es
panies to% lement the provisions of

governance. This can % ributs‘ ot f'drrehrisis in Syria that badly affected
&

the performance of Wand sliu i oncgation from improving CG practices to
surviving the \@ditio 'erm <'Qand despite the improvements of CG
¢
% %

regulations i ra, the re r @(gations may bias the results toward finding
% NN
insignificant impact of CG 'gvision%n firm performance.

&m and Palestine ha &%‘rény similarities, as they are both Muslim countries.

numerically.

analyzed the effect of aggregate and individual

companies listed on the Damascus Stock Exch

and enforcing the commi }of J
t

\any of the Palestinian population immigrated to Syria during the Palestinian

& ain 1948 and during 1967, when Israel occupied the WB and GS. Economically,
e

stock market in Syria and Palestine still emerging, small, and working under war
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and political instability conditions. So, the results of this study will be generalizing to

the Syrian context and other regional countries such as Lebanon and Irag. Y-

2.3.3.4 Overview of CG in Lebanon -\

The Lebanese culture, like that of the MENA countries, has ma in Lebanon
less effective than in other countries, due to a lack of legal for businesses,
among other things. To counter the above, the governm a;ecertly placed new

conditions on companies doing business in Lebanon regarding the oWn of board
23

T
e present i 14 @nt of
omiklfe kin%gfectively
terna@;ih Accounting

no %sses in place to

of directors’ committees. However, audit committ

Lebanon's enterprises, with just 18 percent of

The Lebanese government has made severa

Principles (IAS). Except in the banwar, there

ensure 1AS compliance. For small edlum -S &ns

accounting errors. Even t h d|1 ||OW'£® International Standards on
ers

Auditing (ISA), the qu%
of oversight. The @of auii
for three key reasons

involved WEE e ed the ; ,
\
creditor, % i estedé\ the credibility of the financial statements,

audlted mformatlon@fore making their decisions; and third, investors and

N

dits di

c became more interested in the credibility of the financial statements
Q sting audited information before making their decisions; third, many businesses
ose to be audited voluntarily, whether to increase accounting efficiency or to benefit

from the market's favourable view of audited financial statements.
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2.4 Overview of Palestine (West Bank & Gaza Strip)

Palestine, as a developing country, needs to attract more investment(g}ust its
business sectors. Thus, Palestinian firms must be concerned about th ity of their
CG mechanisms. PCMA looks to ensure the availability of higf&?ﬂ'ﬂy financial
information to the stakeholders. Since its establishment in 2004, PCMA has wanted to

X

implement convenient CG mechanisms and transparency p’ove the quality

of the financial reports (Asmar, Alia, & Ali, 2018). .\d
'YX
he assbciati ﬁet_\{e@ CG

ani% PE@TJring the

period from 2011 to 2018. Exploring the r CG c@;‘c:eristics and

EM practices helps test the validitywacy theor iché‘él primary theory
addressing a small emerging marke@ﬁ as PE&\Fhe%f @s study would fill the

N,
gap in the earlier literature rela m%gé?isms on EM practices in
s
Also, this study, %b t of t; res r'gﬂe@lowledge, will be the first study

that investigates th act of til eon M since the establishment of PCCG

The purpose of this current study is to investi

mechanisms and EM practices of non-financi

MENA countries in genera\%

(2009). The PCEG 9) i ' all tg%ﬁanies listed on the PEX as the PCMA
¢
supervises (\!\31 companie Tfe CMA promulgated the PCCG in 2009, which

NN
became% e from ber 9. Although Palestine shares the same social,

s

cultuﬁ)litical, and economi\ racteristics with the other Arab countries, Palestine

0 \SM interesting and unique institutional feature to justify studying the relationship

3 een CG mechanisms and EM practices due to its unique unstable environment.
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24.1 Geographic Context

The state of Palestine is in western Asia, between 33 '15" and 29' 30 " Ionwﬁx,
and between 35 '40" and 34' 15 " latitudes. The entire Palestinia@y IS
approximately 27,009 square kilometers, lengthening from Ras AI-NaqOGA'@ the north
to Ommerreshrash in the south. Palestine borders Lebanon to the northyvith a border of
79 kilometers: Syria with a border of 70 kilometers, and Jor nWa border of 360
kilometers to the east. To the south, Egypt is bordered by tife, with a total border
length of 240 km. From the west, the Mediterranean bor rWne with a

™
ine also pverlooks t@ﬂlf of

ara% ions, the,ggyérnorates

a Stn'ﬁ), and ti@'s\;emorates of
the West Bank (also known as northe‘wamrates, wit@fbtal area of 6020

km2, representing 22% of the histor@State of \mn ( B§¥2013a).
N

GS is a very small, narro f Iarﬂl, 45 Ion@%ﬂ 6-12 km wide, situated

coastline of 224 Km. With a coastline of 10.5 km, Pa
Agaba. PNA is now restricted to two geographi

of Gaza (also known as southern governor

b

on the Mediterranean coas*%our region of@historical state of Palestine,
G

with an area of 365 kr% Gaz;a‘ az ‘t'h'e @Zone, Khan Younis, and Rafah

&
are divided into fiv Wnceﬁma Ian(ﬁmdaries are 62 Km: 11 Km for Egypt
and 51 Km for lsrae BS: NG
KL | &
WB, i (Bﬁ?g

¢
East Jeru er{, kesj 5,640 km2 land area plus a 220 km2 water
NN
area, co% of the’ a's narthwest portion. It has an estimated population of

@5 Israeli settlers in East Jerusalem as of July 2017.
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2.4.2 Demography Context

The total estimated population of the PNA at mid-2015 was about 4.68 ,
according to PCBS (2015); 2.38 million males and 2.3 million females. T%Vtotal
estimated population was 1.82 million people. Data showed that the P ulation is
a young population; as at mid-2015, the number of individuals aged 14 accounted
for 39.4 percent of the total population, of which 37.2 percent weréfin WB and 43.0
percent in GS. The elderly population aged 65 years and &gu ted for 2.9% of
the overall population, with 3.2% in WB and 2.4% in G mid- Owi PCBSS,
peoplefkm 0#5@(:14,

in WB and.5/7 in.GS. In 2015,
il s

t, 2.6¢percentin Yz<;3.4percent

population density is generally high in GS, reaching 4

the average size of the household in PNA was
the natural rate of population growth was 2.9perc
in GS (PCBS, 2015). In 2012, 42.1 p t athe overa pul@were Palestinian

refugees: 27.0 percent in WB and G%rcent in
@

4]
x% \{o
24.3 Socio-Economic.Cont l
current

Y
J
/;),

S
The continuing b ccu ati!)n, rrent wars have undermined the
4 ’ &
Palestinian econo&unprmf\? tent.é(uhe year 2012, the average per capita
GDP was 1679& 3.3% 'and @4’.% in GS (PCBS, 2013b). Labor force
¢
participatio rgE) 2015 was .Jpe((zj(gr?t, distributed as 71.7 percent for males and
%f NN
18.8 pe% females (P 'BS, 2045. In 2015, Out of the total rate of employment:

full yment rate was 70 chnt, underemployment rate was 3.6 percent, and

N
@yment rate was 25.6 percent (PCBS, 2015). (PCBS, 2015). According to the
Q d Nations Office for the Coordination of Humanitarian Affairs (OCHA,2014), the
xisting poverty and unemployment rates are very high; In GS, unemployment rate has

risen drastically since mid-2013, following halt of the illicit tunnel trade with Egypt,
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soaring from 28 percent in the third quarter of 2013 to 45 percent in the second quarter
of 2014; almost 70 percent of the youth aged 20-24 were unemployed in G
second quarter of 2014 and further decline is highly anticipated (OCHA, ¥ The
overall diffusion rate of poverty among Palestinian individuals wasi&ercent in
2011: 17.8 percent in the WB and 38.8 percent in the GS. In 2014, the'poverty rate in
the GS has risen to 39 percent (World Bank, 2014). In 2014, eMy rate was 96.9
percent in the GS. '

Regarding to the normalization accords between Isragl and OIW states, the

@
Palestinians consider that the Arab countries' establis of diplomati r}la' with

Israel constitutes a threat to the existence of t

red fufu e. T.@Zé'conomic

prosperity that Israel has shown in its d

@D

nt ax‘d In~providi V?:.e necessary

resources and equipment to the Palestimva be a mirages#rom @f’alestinians- point
of view. Unfortunately, the Palestinﬂg,ﬁnainst \ﬂ% q@Palestinian economy

S
will only benefit from these ag by anlarge . Q-

[73) $
244 Palestine E%x}gj’l 0-

PEX is COK& on@\y ung@&d emerging exchanges in MENA
countries (Hassan et aly, 2016). 'is a E?J%éte firm that was founded in 1995. Less

than two ye &9 the ffirst s icﬁ oé:r?ding was held in February 1997 to promote

NN
investrr% e state.of Pstine@]ich had recently emerged. After that, 2010 was
X

a degisive year for the PEX, as it.iecame the second public Arab Bourse owned entirely

L

b%kivate sector. The PEX focuses basically on magnetizing potential foreign and
omes

tic investors and Palestinians in the districts of diaspora. Enhancing transparency,

tegrity, and the protection of shareholders are the main targets of PEX, so the newest

technology has been used in its information system. NASDAQ OMX systems were
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utilized to supervise PEX trading and CSD. In 2019, trading shifted to NASDAQ’s next-
gen “X-Stream” platform. The PEX is classified as "Frontier Market" by FTSE Vs!l
and as a country within the indices of MSCI and S&P. PEX has a presen(e%bnally
and globally. 1t has membership in several institutions, including the Fe@&gn of Arab
Stock Exchanges, the Federation of Euro-Asian Stock Exchanges (&3, the World

Federation of Exchanges (WFE), the Association of Natio IMering Agencies
z c

(ANNA), and the Forum of Islamic Stock Exchanges ica '& Middle East
Depositories Association (AMEDA) (PEX, 2020). .\d
AR
The PEX is registered as a shareholding c@ licensed h{ F@inian

Ministry of National Economy and is subject T ntr@ er, RE‘?("operates
h

. @‘i‘l
on of governance
ot@akeholders. The

mechanisms to protect current and nti@investors
,t@'ed on PEX as of May

electronic website of PEX (2018) 3@51 tha
N,
31, 2018, with a capitalizatio ut UgD 3, million distributed among five

sectors. These include the b@ect rthat has eig&%’m%mercial and Islamic banks,
the insurance sector \M sharf‘w}r{s@e firms, the investments sector,
which includes nin | estamn es, thé@ustries sector that contains thirteen
corporations, a@ t i 's seéﬂhat has eleven services and real estate
companies. (ﬁ ’ 4 (j)

- =

N
T ctors in P dividgﬁ\lnto two main sections, namely financial listed

under the supervision of the PCMA to monite the,impl

con]m&, and non-financial\h'%efd companies. The financial sector represents both

b \d insurance companies and totaled sixteen companies of the forty-eight
& anies listed. The non-financial listed companies include industries, services, and
vestments sector, with thirty-two companies listed (PEX, 2018). The securities of the
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listed companies are traded in two common currencies in Palestine, which are the
Jordanian Dinar and US Dollars. Yv
The sample of this study is the Palestinian non-financial companies li I\PEX
for several reasons. First, the non-financial companies comprise 7&& the total
companies listed on PEX, while the rest of this percentage belongs to financial
companies listed. Second, the PCCG (2009) applies to listed Maal companies
listed, while there is another strict code of CG that app X/.to' listed financial
companies. Third, the nature of financial items of the inan |aI s dlfferent
from the items of financial companies. Finally, the s of calcul ng@n the
non-financial companies are different from t d N M\Kﬂnanmal
é\‘?

Thereby, the PEX works in a u@/lronmen IS <<esting to study in

EM

een

acti

companies.

terms of the relationship between C

Ac\m ly, '\bjective of this current
A N
s B

characteristics, and OS) an I ian non-financial companies
listed on the PEX. In t the ac ;% approach is used to calculate the
(2

study is to explore the assomat

'3

sdd ENF
EM level by emplo the Ko]h 00 odel
\

\ P ' C‘B(J
2.45 PE!| alland Econo icéit ation in Palestine

NN
as heen c dered% occupied country since 1948. Everything was

NY,
Uﬂd@h occupation contr@Palestme until the Oslo peace agreement took place

% 1d-1993. The Palestine Liberation Organization (PLO) and Israeli as an
C

Q pation authority have agreed to establish the Palestinian National Authority (PNA)
s a transitive authority with limited jurisdiction over some separated zones of the West

Bank and the Gaza Strip. The year 1995 witnessed the birth of the PEX. Thus, PEX is
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established as a private shareholding company to attract potential local and foreign
investments to infuse their funds in the Palestinian territories (Gaza Strip anV!n
bank). (’}
The PEX held its first session in early 1997. The establishment PEX was
considered an important economic achievement in the wake of the Osl@ peace accords.
Improved security and economic conditions, along with support frfom international
donors, had created significant progress in the Palestini &:n , and Palestine
became an attractive destination for both domestic andwforeig pw:/estment.

Yw

When the five-year transitional period of the Oslo a ent expired i ]p%ﬁrthout

reaching a comprehensive peace agreement, th ' e% n in@éed level
of violence. Once again, Israel redeployed h@ thediN eas anér:gosed severe

restrictions on Palestinian movements %aconomy.

As a result, since 2000, the Pﬂﬁyian eco ?as ered from a downward

tendency. Although a strong
instability negatively infl vaeslo C ﬁde@nd PEX performance, the

performance of PEX ir% ew ye;

i ot'sup@'rt this belief (Hassan et al. 2016).

’ &
on Pg_'mcreased from eight in 1997, with a

Indeed, the numberﬁ{sted ccl
, to 48.in 2018 with a $3.789 billion market

$530 million w apitah '
@

capitalizatio (@ studyin déssef,(js'i?lg the influence the quality of CG on EM

‘%w

"
practiceg’in, anvunstable e ane®ike Palestine is import. Hence, PEX offers an

Y-
integ;& and unique enviro@ﬁ to study this phenomenon.

\Phterms of the political situation and governance quality in Palestine, this study
& tigates the influence of CG characteristics and EM in Palestine during the severe
olitical instability from the beginning of 2011 to 2014 and the period from 2015 to

2018, which represents light political instability. The Worldwide Governance Indicators
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(WGI, 2019) provide an aggregate indicator of six governance factors, namely, Voice

and Accountability, Political Stability, Government Effectiveness, Regulatory wn

Rule of Law, and Control of Corruption. ('}

Table 2.1: CG and Regulatory Quality in Palestine

Year Voice and Political ~ Government Regulatory Control of

Accountability  Stability  Effectiveness Quality Corruption
2011 -1.01 -1.94 -0.59 0.2 -0.45
2012 -0.94 -1.96 -0.71 0.08 -0.25
2013 -0.93 -1.78 -0.73 -0.28
2014 -0.88 -1.99 -0.49 -0.28

Mean

(2011-2014) -0.94 -1.92 -0.63 - -0.315
2015 -0.99 -2.16 -0.47 0.1 ~0:45
2016 -1.09 -1.98 -0.64 .06 ' _{')0.15
2017 -1.03 -1.66 -0.4 002 » - -0.03
0 048N -02

2018 -0.9 -1.74 -0.76 .
Mean

&
-0: 5 -0.2075

ndicators (WGI) (2019)

(2015-2018) -1.0025 -1.88 0.
Source: TheWo\ Go
Table 2.1 elaborates about@',ical ins\m'(ga d.{g}vernance quality in
N
qQ v,

Palestine, which covers the peri tudy yfrom zg}-l to 2018. The estimator

ranged from -2.5to0 2.5 duri%ﬁi.s erijd g om the lowest stability to the
highest stability, respectively. Table' 2.1 sh!)\/\b)hat the political situation and
4 ¢ &
governance qual&very wlsa ,\Csording{g;lthe estimators. Regarding political
fr

stability, it is CIQQ the 'ue (-é’zs from 2011 to 2014 was higher than the

¢

mean value %@ from 2 QOJQJ he results of political instability supported
NN

splittin% into & f,risii_(@iod from 2011 to 2014 and semi-stability from
2015&018. Table 2.1 pro@’ concrete motivation to conduct this study in the

‘é ent, such as Palestine, and include political instability as an essential factor to
e v

0 estigated.
The companies listed on PEX were affected by several events that occurred in

2008 and 2009, such as the global financial crisis and the devastating war on the Gaza
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Strip launched by the Israeli occupation, as well as the restrictions imposed on the
movements of the Palestinians and goods and services in the West Bank and Gaz?ﬁp.
Subsequently, the Arab revolutions (Arab Spring), which happened in Zo@nsely
affected the economics of MENA countries. So, this current study foc political
instability as a factor that might influence the effectiveness of CG infmitigating EM
practices in Palestine. \,

Abu Jamia (2013) documented that the Palestinia X:y,was negatively

affected by the Arab Spring. He argued that the foreigm,inves w from the

Y
countries affected by the Arab Spring, such as Eg%unis, Libya r’a, ‘@‘other
countries due to political unrest and the econ? ua% 0 ft@' that the

Y.

time.{(xordingly, he
vie@o provide more

volume of Palestinian exports notably de\w duri

recommended that PCCG (2009) sh@pdated

protection to foreign investors and ﬁ%additio \roc ,tq}eign investors to enter
o f Q
the Palestinian private sector. 4 <<<}—

The World Bank (2 Bela’ ed that @corded economic growth in
V.

Palestine in 2014 decli o the d
d &

the summer of 20&#“, thfi \N d, “&2014 summer war shaved about $460

million off Gaz% my, i 'o al cent contraction of its GDP.” Moreover,

¢
a2017 Worlg nKireport illus teJ thetj e devastating effects of the war that occurred
ichnleft

NN
in 2014 nggative’social a@‘economic consequences in its wake and caused

the m&se of the Palestinian @homy. The annual average of economic growth in
N

% d 2016 was 3.4%, while it declined to 0.7% in 2017 due to the continued
ical tension in Gaza Strip and West Bank that began in 2007. Therefore, the

Niti
olitical and economic instability in Palestine is one motive for conducting this study,
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as it is possible to generalize its results to neighboring countries because of their
environment, which may be like the Palestinian environment. Yv

To sum up, PEX is still emerging and operates in an economically a@cally
striking region due to the Israeli occupation. Additionally, Palestine fa@*e wars in
2008, 2009, 2012, and 2014 by the Israeli occupation, but the most degﬁai ng war was

in the summer of 2014. The PCCG (2009) has not had any review ofChanges since its

litical and economic

s in rWsearch by
23 T
using political instability to investigate whether its e moderate relat‘lfg ip of

BOD and AC quality and EM practices in P ine: T% ize %Wlis study

launch to meet global and local requirements, and the uns

conditions have adversely impacted it. This study fills t

involved all the Palestinian non-financial companiés Iimid OMPEX f 011-2018.
\3 ®)
2.5 Corporate Governance Situ@sin Pale\e\T ,<\
N
CG in Palestine has recei h attentionginedthe %ﬁ and has been a hot topic

for academics, practitioner MheI e ers%@ concern is due to the many
financial scandals and failures that have o cuﬂre'db the developed and developing
4 F &
Ne uns

countries in the last“wo decad‘e political environment of Palestine.
Accordingly, seéhws Qin Pé}%fline to regulate the actions of the private
sector and e &@Ihe a pli‘ca n Q'ft@ CG that was issued in 2009. These include
the * a Autron, @stment Promotion Law, Palestinian Market

AuthgﬁLaw, and the Finan@écurity Law, Auditing law, Insurance law, and Anti-

eylaundering law, Companies Amendment Law for the year 2008 (PCCG, 2009).

: The National Committee for Corporate Governance brought forward the PCCG
N

ovember 2009. The committee comprised representatives from PCMA, PEX, PMA,

economic, legal, and academic bodies, and other regulators and stakeholders. The rules
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of CG aim to enhance the quality of BODs, create a competitive and strong private
sector, maximize firm wealth and profitability, and boost the confidence of aw
concerned. Furthermore, the power of CG helps in improving the investme ate
and extending the stock market for the sake of enhancing the compeﬂf&ess of the
economy through company staff confidence and ability in the countWrontation in
danger. The code applies to the public shareholding companie‘ygrl CCG covers the

following vital aspects of CG, such as BOD and its committees, grneral assembly

w auditing,
[ ]

ate man
disclosure, and transparency. The PCCG consis@@e main gr slof_\@bs, as
4
<

mentioned below:
- AN
First: These rules are based on mandw gal com s must apply

these rules by force of law. \)
Second: These rules are base@j‘re intern\bﬂan [

with the legislative texts in Pal%ence, applyi
Third: These rules ar aonnl a
between these rules an% islative texts

n
4 '3
must be amended&wmp

committee meetings, stockholders” compatible rights, co

\merna'gal principles and legislation text in
Palestine.

¢
Accorgjsh PCCG (20 ),{heQ]}u ber of BOD members must range from 5

N
membe% empers, codeé?o advises the BOD members not to be involved
b 9

in cutive function in @f)mpany to identify authorities and responsibilities.

e

ing to PCCG (2009), the BOD should have at least two independent members.

& independent member is defined as a person who has no other relationship with the

ompany and is not influenced by any external considerations.
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The PCCG (2009) said that independent members should possess the minimum
required characteristics, such as at least a bachelor's degree and appropriate expw
in the company field of work or industry. Also, an independent member m@mork
in a firm for at least three years before starting his or her memberslm have no
financial interests with the company except for membership compens¥n~s. Moreover,

an independent member must have no relative relationship tq_the nd degree with

o
e\
forming of the AC is also voluntary in Pale% |ste®i)r n -Iisted@; According

to the PCCG (2009), the BOD should N two more mit@:«the remuneration

committee and governance commi%esides WA AC ommittee should be

established to aid the BOD in c%ut d
N N
and work of the three committees ment ve i@ained as follows.
First, according $ZOOI th B(')D@'ould establish an AC to ensure
F &
transparency and wne ttle f thﬁﬂ( of the company. The AC should

comprise at Ieaﬂ ire : 'of t)—@'ﬁust be independent and have financial
¢
or accounti %ienc or.q Iiﬂ’ca@jﬁ? to assess the risks that face the company.
EC

Based 0% G (2009)¢the cha‘i&an of the AC must be a resident of Palestine and

a nop-executive director.
9

despaxgi ilities. The composition

\cond, the BOD of the public shareholding firms listed on PEX should form a
eMuneration committee. This committee should have at least one independent member
f the BOD. This committee should be established for the sake of helping BOD to set a

remuneration policy according to the BOD and top management members.
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Furthermore, the chairman of the remuneration committee must attend the meetings to
answer questions that the stockholders raise (PCCG, 2009). Yv

Third, the governance committee plays a vital role in Palestinian fi d on
PEX. A governance committee should be formed by the BOD non-ex&* directors
to control the application of CG rules. Also, the governance committ?s?ves the role
of the remuneration committee in companies that do noﬁv- remunerations

l

To enhance the CG mechanisms in Palestine, according to eWZOOQ), the

committee.

Ay
Palestinian listed firms must hire external auditors. A rnal audito uit r@nany

attributes. He or she must be licensed and havv ati% i the.@s’ﬁpany. In
ufficient N

addition, an external auditor should posse uﬂual i ations@ professional

experience to carry out his or her task&%onally an epe@nly. Furthermore,
the external auditor should not have@ﬁinancia \'egw h@ompany and must not
f S

own any investments from the fi q

N

\ &
Many studies have ad%; e heI 0 Gcr@eristics and their relationship
with EM practices. Pr% s have focused' Oﬂlhe relationship mentioned above

SS
'3
using specific CG riablesf

’ &
\& D cgacteristics, AC characteristics, OS).
However, som@e 'dies @é investigated the same relationship by
¢
using a bro %sure ent CG’cfér:é?teristics. Bekiris and Doukakis (2011) have
NN
h

suggest%

indiyi measurements of (@‘ﬁance in an index as possible. Studies that measure

3

e ugeé of charﬂ&ristics as a summed score to include as many
\B\aracteristics as an index are very few because the approach is considered as the

G (Bekiris & Doukakis, 2011). While most prior studies conducted in Palestine have
se

d the characteristics of CG individually, this study is the first work in Palestine that
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uses an aggregate measure for the quality of AC and BOD to create a comprehensive
understanding of the CG situation in the Palestinian context. Y-

A review of prior studies conducted in Palestine reveals that few @5 have
addressed the relationship between CG and EM in Palestine (Abdel Zuriqi,
2020). Furthermore, most studies that addressed CG issues in Pales have ignored
political instability as a factor that can influence firm performﬁ}h&gclosure quality,

l

This study addressed the impact of political instability,as an 'n&asqd\t variable

"X

and EM practices.

that might influence EM practices to bridge this kno gap. Unli r#)r ﬁ%ature,
political instability is used as a moderating rolegi relationshi twegnj@OD and
AC quality and EM practices in Palestinew e aoTor i -dept@fglysis and to

age@ktheory has been

understand the environment of Palewa st stu

addressed as the leading theory co

tests the validity of political the%

Concerning the mea% of
EM is the Modified Jo ) model. Pre i'gds n@ks documented that the Modified

é L
Jones Model ka&ﬁ@ in dit M ir&&loped states (Dechow et al., 1995).
n piri S tha{:%é(/e documented that the Modified Jones

Recently, increw
¢

!
Model is in priate in'the c teﬁ ot_A}(?an companies (Yoon & Miller, 2002; Yoon,
NN

Miller, Qr, rn, 2006 the oﬁext of Palestine (Alareeni & Aljuaidi, 2014).
Accerdingly, Alareeni and AI'LE?I.}H (2014) documented that the Modified Jones Model

i%\ctive in capturing DAC in Palestine as an emerging economy. Thus, this study
ssed the performance-matched model in detecting EM, which Kothari et al. (2005)

riginally developed to calculate the magnitude of EM.
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2.6 Chapter Summary

The economic and political situation in Palestine seems a unique environr?wr
conducting as such a study. Despite the instability of the political situation@%&tine,
it has an emerging stock market and a CG code to protect the interestﬂ&tkholders
and other stakeholders. During the last ten years, Palestine has suffereddfrom a series of
unusual events that have affected the national economy nN(, such as the
devastating war on the Gaza Strip in 2014 and the other Yzzl and 2008. The
economy of Palestine was also adversely affected by the lutio SWQb Spring
(e.g., Syria, Egypt, and Tunisia in 2011) and affecte the glabal fi ntizi{eu\‘szi; of
2007-2008. In this context, this study examines m% mec@%ms with

EM in the Palestinian context. \) 0\
This chapter defines the CG acW} the mos mo@fd comprehensive

definitions to reach a good understﬁwjg of the\m%ue chapter presented a

N,
brief overview of the climate %envi%nme of (isiﬂ developed countries in
which global financial sca h&veT re The@ple of the United Kingdom

2

was introduced as a of ; é%{sd\amtry due to its vital role and
N
contributions in the %opm@v rnanaeiwinciples in the past 30 years.
!

This chap@sse ronrré*’of CG in developing countries and how
R
the mechani ofigovernanc a\rﬁ deBe oped in these countries in the last 20 years.

N
Researcliers have targe aysia(}?m the South Eastern Asian countries and Jordan

fro A countries to study-€G topics. CG mechanisms in both countries have
0y

@d rapidly and have become the best models for developing countries. Overall,

& hapter provided an overview of CG development in developing countries such as

alaysia and Jordan. Moreover, this chapter provided a brief perspective on the

background of the Palestinian political and economic situation, relevant regulations, and
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monitoring devices related to the Palestinian context. The next chapter discusses

previous literature on the relationship between CG mechanisms and EM practiaY'

N
O
<
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