CHAPTER 6

CONCLUSION AND RECOMMENDATIONS q
6.1 Introduction ?

This chapter provides the main conclusions of this study, This @hapter consists of
5 sections, which are arranged as follows. Section 6.2 pres Xv.er iew of the most
relevant results of the study. Subsection 6.3 discussesuthe ac ew‘practical
implications of the study. Moreover, the limitations o tudy are di s‘d"@yc:ion
6.4. Finally, suggestions for further research sen% ion g while a

é\‘?

chapter summary presented in Section 6.6. \,

=
r

6.2 Overview of the Study C,) \T ,<\

N
Previous studies have \% thap CG echazﬁs are essential part of
protecting shareholders’ in%&)o, JM Oié’lt to establish effective CG
structures to alleviate ices (ABuSi et a0014b; Fama & Jensen, 1983; Lin
s $ &
& Hwang, ZOlo)K&n thei \nence of$ﬁnd its role in limiting EM practices,
: :

this research ai denct:}%fated to the association between CG

¢
characteristi %&M practic
to 2018%&r

con . These conditions )@* a fundamental motive to conduct this study under

on-financial firms listed on the PEX from 2011

N
io ctedﬂ&ause it is full of major political and economic

S%Xituation in Palestine. Additionally, the scarcity of the studies conducted in
tine was also another motive to investigate the effects of the CG characteristics

Qﬁ
nd political instability on EM in Palestine.
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Riwayati, Markona, and Siladjaja (2016) have demonstrated that there is a strong
association existed between CG systems and EM practices. So, the high quaht&ﬂe
CG system can reduce the asymmetrical information and EM activities, ml@ency
problems, and protect the interests of the stockholders, as well as tmeholders

Based on the arguments mentioned above, this current research ?tends the CG

literature by considering the overall characteristics of BOD d ACwaltogether in one
i;shl to EM in the

composite measure, namely, BOD and AC quality, in

Palestinian context. Further, the ownership structure pla Ivo I ucmg or

impact otne xs of

"I

increasing EM levels. Thereby, this study examin
ownership structure on EM practices in Palesti over, dh rnal.@‘v ronment

is considered one of the main factors that i |n theﬁG effective nd the levels

of EM practices. Hence, this study m\%i the imp f p@% | instability as a

moderator variable on the associati tween ty VQGD and AC with EM
N,

practices in the Palestinian con'% Qc?

In line with the propo the[ cy theory ased on the previous studies

-9

3

regarding the efficien |f|c charact |sﬁc BOD AC, and OS, this current
4 .'

work indicates that Ds that f \§l~o mor -executlve members, more frequent

meetings, remu ratl and 'ce c |ttee and more nationality diversity are

more effe c |n cons ra|n|n EK/I n alestlne Likewise, ACs are effective in

mitigati henrt e m dlrectors sitting on the committee and include

mor&executlve members\ the other hand, the OS will be an effective tool in

r c g EM when listed companies have less concentrated ownerships, more
d itutional ownership, and less foreign ownership.

The present study utilized panel data approach, which were widely used by

accounting, economic and finance literature. So, OLS regression models, namely,
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pooled OLS regression and a random effects model are the appropriate methods to be

used in analyzing panel data. Based on the pooled OLS regression analys

significant results emerged. First, when board characteristics were taken indi Iyto

study their impact on EM, the results revealed that board meetings, boarfkgoendence

board nationality diversity, and existence of the remuneration ‘and governance

committee had a significant and negative relationship wit hese empirical
¥

findings align with the perspective of agency theory, w stfd that a higher

proportion of non-executive directors in the BODs mig hanc th |veness of
BOD in constraining EM, then mitigating agency pro . Furthermor E‘O@t has
a smaller number of meetings annually might tlfe ateL)dz)-perform
their duties effectively. The resource depe nc heopﬂ ar d tha |gn directors
provide additional value to the board % different'skills a@periences. Based
on agency theory, the BOD comml ight pe ?ff '\functlons contributed
to mitigate the opportunistic b of anag ent n 1993). However, the
current study failed to find ort nce d stratlng that BOD size and
CEO's duality had a si relatlorIshl ‘l‘th One possible explanation is that

larger BODs are I| to fa@ of % I, coordination, and the process of
decision- makin &

Seco ns: rms f h i ac{:? AC characteristics on EM activities, the

s of th ?nt res@ch revealed that AC size and AC independence

regre55|
had lgnlflcant and nega@ssomaﬂon with EM. These results supported by the
a eory perspective that the independence and the appropriate size of the AC play

oles in effectively employing monitoring duties to reduce EM practices. On the
her hand, this study found that the AC financial expertise had a positive but

insignificant relationship with EM, which was not supported by the agency theory
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perspective. This implies that it would be better for the Palestinian companies to adopt
PCCG guidelines and form an AC that may enhance the effectiveness of the roI?we
AC and then reduce EM practices. Moreover, the result might be improve s\ they
were significant if the formation of AC in Palestine moved from volunlﬁ%matlon to
a mandatory phase.

Third, based on the pooled OLS regression results, the r Its e present study
gt

revealed an insignificant relation between ownership ration and EM in
Palestine. The positive relationship was according to exp cthhen the
L

hypothesis was developed in Chapter 4. This result

with the pe p}c@; the
i cre{géconfllct

agency theory, which proposed that the concen

of interests between the minority and maj

stockholders might intend to expropnN%m

In terms of mstltutlonal 0 |p, thi
between the ownership of |nst |nve tors E q?ctlces in Palestine. That
means an increase in the e onal ership leads to constraining

managers from enga% M. rIjul-(J 'on@ perception of agency theory,
institutional mveszQcould le enha monitoring tools to control the
management behavi mstléJ naI stockholders may have a robust

controlling |0 to n| or e‘Gpr:?L?nlstlc behaviors of management (Shleifer &

v

.&merning the associat@etween foreign ownership and EM level, this study

f at the relationship was positive and significant. This result did not align with

& gency theory perspective that foreign investors may strengthen the CG structure to

duce agency costs (Hassan & Hijazi, 2015). Shayan-Nia et al. (2017) enunciated one

possible explanation of this result: foreign investors are more interested in the long-term
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financial soundness of their firms than their daily operations (Shayan-Nia et al., 2017).
Another possible explanation of this finding is that ownership concentration in P?ME
IS associated negatively with firm performance. At the same time, th@s inian
economy suffers from a low level of liquidity that reduces confidenc X, and a
high degree of political instability does the same. These might weaken the role of
foreign investors in Palestine. \,

Forth, the current study found a surprising and unusu Ygir'that the level of
the quality of BOD proxied by a composite measure incrgases t eW‘EM. This
result is not aligning with agency theory, which su that an acti Bp&‘-%ds to
the reduction of agency problems and thereby mi igate El bash:g(-)m). The

016),@!30;1 found that

CG quality correlated negatively with cialperforma Pa@ﬁe. He also added

that the best explanation for this west CG in\l’estg\e
N
. & &
infancy phase. ‘% « Q-
\3 &

In terms of AC quality, th stu[i ound that a Nigh-quality AC leads to the
i

lowering of EM in Pa% his fi}] ing Pﬁoﬁb’by the study of AbuSiam et al.
&

(2018), which indic that firrp \th~a ighﬁwe of quality as an aggregate measure

could reduce agw nflic
M o i

!
to provide n!pa ntfinancial statements.

result of BOD quality in this study is consiStent with

may(r-%d to the strengthening of AC monitoring

role to mltla:t
\
F% rding’t m effects regression analysis, the findings indicated that

poli stability plays a viq%o'le in CG in Palestinian corporations. Accordingly,

tE\lming reveals that the interaction of political instability on the association between
he“quality of the BOD and EM was negative and significant. Thus, the quality of the
OD is stronger in mitigating EM when the situation is characterized by a high level of

political instability, which was from 2011 to 2014 in this study. This finding implies
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that the BOD does work as a good mechanism to deter managers from engaging in
critical levels of EM under the effects of a high degree of political instability.

On the other hand, the result of the interaction of political insta I\M the
relationship between EM and the quality of AC reflected that the @;wship was
positive but weak between AC quality and EM under the severe unstable political and
economic situation, which was defined in this work from 2011 unti 4. The possible
explanation is that the voluntary formation of AC in Pales keni the role of AC,
particularly in an unstable political situation. Another“pgssibl ew‘n of this
resulted supported by Awartany (2013), who docum that that 47% §f .@‘fblic
listed firms did not have an AC; this may be ewi th% in ,%yauality in

unstable political conditions. Madi (2012? S thx\ bl holdeé\gright lead to

higher agency conflicts because of inw asymmet twe@?\em and minority

investors. Therefore, an ineﬁectiv@s duringr\_ﬂ\\pgrio p(\political instability is

N,

unable to minimize the proble ncy &Je togoncentrated ownership.
\ So
N

6.3 Contributions a 'cation]of t S‘tu'db'
k4 b o
This section ides se\te icatio
works, and limitationstef thi
0) .

aLImp
6.3.1 @;ﬂcd }butio&

preé@d in the following sections.
QA |
rms of the theoret|®bntrlbut|on, this study uses two theories —agency

nd political theory. The agency theory has been widely utilized in respect of

ontributions, suggestions for future

d ing the influence of CG on EM. Using agency theory is because the most
omprehensive theory delt with the issues of CG and EM. In this research, there are

some pivotal theoretical perspectives related to agency theory, as the main theory,
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which is used to hypothesize the link between EM and CG mechanisms in the context
of Palestine. with regard of the political theory, it is adopted in this study to Effw
capture the influence of political situation on EM in Palestine. So, politica@yused
as a secondary role beside the main theory which is agency theory. Th@é@ utilizing

the variable of political instability in this study represents contextual uniqueness in

Palestine. \,
6.3.2 Methodological Contributions ‘\d
‘A%
As a methodological contribution, the EM fram of the mai ddg@ludes
BOD characteristics, AC characteristics and O o@ ed % WO some
iste of r@mx;ration and

governance committee, BOD nationality diyversity, insti nership, foreign
ownership, ownership, and AC a@Ses). In%o% eqé‘lvl framework of the
moderation model consists of %iableg is first uzgo-?h\ such studies (political
instability) and other vari X firr used in @ne (BOD and AC quality).

Moreover, Political i ility» has not bee tr{aatebas a moderator in the previous
’ 4 ¢ &

research of CG an %Fur@ is rga.vth employs panel data for the years

between 2011 and 2 | e c@énies serve on the panel over eight years,

. wh
‘ 2
and which gi vantage to efsutrjn nt of the changes that take place between

variables which firstly utilized in Palesﬁw:e

G

N
points i% his i§’ ?Iy tru&nce the Palestinian CG code was introduced in

N
200 \C.-)

™~

Y Research Academic Implications
First, the political instability was studied to investigate its impact on EM practices

in Palestine was investigated. The political instability in Palestine impacts a company’s
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performance negatively because of the devastating wars launched on Gaza by lIsrael.
The results of this study found a significant and positive relationship between

political instability. This means that managers are more likely to engagell in a
severe crisis and a severely unstable environment due to the politﬂ‘z;g';uation in

Palestine. ? v

Furthermore, political instability moderated the relationship between BOD & AC

quality and EM. The target of the moderating role was to i te w"lether BOD and

AC quality play an effective function during severe instapi to deter

managers from practising aggressive levels of EM estine; Th 'nﬁir@ this
oIei{ i ing.d%fagement
ilitys, The @3; instability
er@\'ng in EM. These

results imply that users of financial@Sments, S Yde ,@estors, policymakers,
:%\ 9 >
: lit :

study have shown that BOD quality has an ef

from engaging in high levels of EM under

situation weakens the ability of AC to Censtrain manager

PEX, and practitioners should he politicabenvir nt surrounding Palestine

in assessing the extent to W@parf ractice E@, that will help policy makers
e

in reviewing and refor%
Second, prwes [
practices have bsw uct
- ‘ e
United Stat meri¢a. Al ug’h @/ al studies related to CG topics have been
\
i v

xisting reg a}tib PCCG.

ing the impact of CG characteristics on EM

elope@fmtries like the United Kingdom and the

conduc elopil Ptries,t&:h as Malaysia, Jordan, Tunis, and Egypt, very
few s have been done in P@}ﬁine. Hence, this current study extends the literature
N

a%t Palestinian economy where its stock exchange remains in its infancy stage.
it

ionally, Palestinian companies are characterized by high ownership concentration
nd weak legal protection of minority shareholders because of ineffective CG

mechanisms to monitor their activities. Furthermore, a high degree of political unrest
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and instability characterized the Palestinian environment, and this instability weakens
the regulatory system and CG, which may lead to more EM practices. T

Third, the present study investigated the relationship between the Bep\jhi AC
quality and EM. The findings of this study produced inconclusive res pared to
the studies conducted by Makhlouf et al. (2017) and AbuSiam (Zomese studies

found that the combination of CG mechanisms led to minirqiMency costs and

protected the stockholder’s interests. Conversely, the com of fG mechanisms
in this current study revealed a unique evidence that composite ea the BOD
and AC indicated that individual CG characteristics to be aggr e@ t@er to
give a comprehensive platform of CG effecti onlfp ea%FFOf BOD

reflects the weakness in the BOD structure,in uc |n Pa.Lél’me while the

individual characteristics revealedtha@racterm ere (‘nvem alleviating

EM. (,) Y ,<\
N
In respect of AC as a com u%, thisppraxy Egg.a

in Palestine in reducing E m’,the] i

theory in the Palestlnlw , Char
highly unstable poli wnd m

Finally, tIﬂQt ih el d
generalizati ndreliability of,estim

S Y
countruQc, as Eg Jord&

to developed count like the United States of America or developing
s/

c% like Malaysia. Therefore, the panel data was in this thesis to get over this
C

Q oming by raising the observations of this study with a total of 232 observations.
siao (2003) and Baltagi (2008) documented that the inclusion of a relatively large

number of observations boosts the capability to generalize the findings of a study and
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the power of statistical methods. Indeed, using the panel data technique makes the

finding of current research more credible than cross-sectional and time series m?ﬂs,

which that prior EM studies have addressed. (’}
6.3.4 Practical Implications ?

This study explores the moderating impact of poli{ical tability on the

M. The random

th
xied sWy variable
&
Yw

was associated with EM positively. The significant re f BOD quali juE@ts that

association between the quality of BOD and the quality o

effects regression results revealed that political instabilit

an increase (decrease) in the quality of the B 0 |Kr€a reas\gh EM. At

the same time, the significant result of AC4quality pr

(decrease) in the quality of the AC drl\acrease (@in ser)@M practices. The

unique findings of political |nst revea m'@mon of the political
environment is essential to und he agouat nube the quality of the BODs
and the ACs with EM in Pa

The results of t %t'stu“)l pro |(‘j‘e‘ r@ant evidence from an emerging

country that contrlb to prlor on t act of the effectiveness of the BOD,

AC, and OS onK pra h @‘fwement of CG structures in the Middle

East, especi ﬁmlestl e. T reﬁreL, e findings of this current study can be

general% ther gountri }that e similar cultural and economic considerations,

D

spm&for developing ecok s Furthermore, this research contributes evidence
% lestine, which is suffering from unrest in its political and economic

onments. Some countries in the Middle East, like Libya, Syria, Egypt, Yemen, and
ahrain, are also suffering from political instability after the Arab Spring in 2011. So,

the results of this study can be generalized to these unstable countries. The findings of
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the current research should be of prospect importance to shareholders, potential
investors, regulatory bodies and government, policymakers, academicw
researchers. (’}

This study provides evidence that some characteristics of BODs #}ws and OS
contribute to the mitigation of EM activities. With respect to BOD characteristics, this
study found that the BOD number of meetings, BOD indepe MOD nationality
diversity, and the existence of a remunerations and gover ’%r:

n]ittee effectively

constrained EM activities in Palestinian corporations. e, th PWould take

"AX
general nibl_i@f the
ehKaﬁc O@ersity to

tinez:\Th this sug;z:ecommends

this into account when reviewing the PCCG to for
corporations to appoint more independent dire
boost the effectiveness of the CG structureﬂq@

that Palestinian listed companies chooSeshoard’'members d on@%rtise, efficiency,

and diversity rather than cronyism ﬁsmily re \n&T ,<\
N

Regarding the results oi%ﬂarac eristi cand% r association with EM

practices, this study determi Mbot, and@endence had an insignificant
ices.

and negative associatir% M pre}c ‘séph@'escriptive results that companies

with an AC have an“adequate rf m me , many companies still do not have
fA
!

an AC. The overall ki EJéﬁould lead policymakers and regulatory

¢
bodies to glfggfe)yrma on of C‘Exter,n attention due to its essential role in the CG
t

structur%
form

C to enhance thei@’ practices in reducing EM and agency problems.

N
ineJS itudy@)mmends that Palestinian listed companies must
ore, this study recommends that the PCMA alter the PCCG to make the

ormation of an AC mandatory in Palestinian companies to gain the confidence of

vestors, owners, and official bodies.
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Concerning the results of ownership structure variables, this study revealed a
positive association between ownership concentration and foreign ownership a?ﬂ
practices. Palestine, as a developing country, is characterized by highly @?ﬁrated
ownership, and this type of ownership can create agency problem en block
holders and minority shareholders. Additionally, the concentrated” ownership in

Palestine restricts foreign investors from participating str Nthe Palestinian
economy, which may lose the infusion of their investm i Paleftine Exchange.
Additionally, this study recommends that policymakers ove rrwes should
Ay
work to encourage dispersed ownership that would ore powe ﬂ1e @omy
and markets, and thus allow greater participati or ign'i en@s well as

reduce agency problems to reduce EM. \, 0\ é\
Generally, the mean values in \S@iptive statistiCs o@% study variables

revealed that the companies listed ine%adopte \(&Ie CGinforming BOD
N

and AC there. However, room %r improvenient an ancing compliance with

the PCCG. On the other har%; re?le on results led that the quality of BOD,
c

foreign ownership, 0\% oan‘ ration, énd@t financial expertise and their
relationship are p wy assr) m\ ith Therefore, the PCCG, which was
established in Zﬂé&dst improve reviewed and mandatory requirements

¢

added so thﬁ%i companie Wdﬂd(}je more in compliance with the code’s rules,
n Wil

&
S

which inftu lead ?nce t@wality of financial reports.

study addressed @BOD quality measured by an index constructed

@ng BOD characteristics in one measurement to investigate its relationship with
Accordingly, this study found a positive relationship between BOD quality and

M. This result of BOD quality was consistent with Hassan et al. (2016), which found

that financial performance was negatively related to CG. Hassan (2016) also added that
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CG systems in Palestine are still emerging. According to the argument abovementioned,
this result illustrates that there is a problem in the CG structure in Palestine. T?ﬂy,
PEX should be required to make several reforms in the CG code a@ivate
Palestinian corporations to be more compliant with PCCG.

Relatedly, the study elevates the sensibility of the need to raise the level of BOD

effectiveness to reduce EM practices in Palestine where the en imt is unstable. In

terms of the quality of AC, this study found a negative assQCiati bet,veen the quality

ce, |W$ and the
.

of the AC and the level of EM practices in Palestine.
Palestine Exchange must strengthen the role of A(@e
this study demonstrated that the quality of an

EM level; therefore, this study recommenﬁ\th} the

expanded, and all listed non-financial was shoul
Besides the political instabilit@?lestine,\!\r

the economics of MENA coun%

from these countries such a nisia,

, L
unrest. This study reco% he polilym er$ aﬁ&overnment bodies should update

’ 4 ’ &
regulations, laws, goverln N des é&.mffer sufficient protection to the

shareholders, v\@uld rther(L&ﬁl and foreign investors to infuse their

s
ti 'arf e&JJn my. This might mitigate the negative

Pstabim.?\ in Palestinian corporations. Good corporate

gov&e and effective BO ould be a pivotal tool to deter EM in an unstable

xenvironment such as Palestine.

Q To improve the role of BODs in Palestinian companies, the Palestinian
overnment and regulatory bodies should encourage CG institutions in Palestine, such

as the PCMA. The institute aims to provide specialized support to public and private

.

283



institutions to improve their CG practices. Moreover, companies should establish a

governance committee like the AC to be more in compliance with PCCG. The dw

this committee are to ensure the most proper implementation of CG princi@ally,

any efforts or attempts to develop principles of CG must account fo lestinian

environment and culture as well. Q
The findings of this study also indicate that political thcN:xould be used in
e

future CG studies because this theory can further the and"ng of how the

environment (political, social, and economic) affects th ecti n‘els.Qde BOD in

‘X
relationship to EM. Moreover, political theory%ws on [the e‘tiy{ﬂ}s of

regulations in an environment of the unrest to pr?w sinesses he Q@Eéquences
of unstable situations. Political theory W tha\ co anies.éfgl:t resort to

restructuring BODs and reforms in twaance stru to @with an unstable

political situation, especially in courﬁﬁthat sMa d@ﬁtical situation. Thus,
N
a necessity exists to look more%into ﬁle perspectiv political theory, which

explains how the environm hts'le e CG@M practices.
This current stu% cted ;

proxies of CG bas &{the EE ake $§§)/bustness check. The results of this
analysis reporte!\&here i 'qnifit#'relationship between BOD size, CEO-
nonduality, vaeeti s,‘B iﬂd%;?ience, AC size, AC independence, and AC
financiaQ;%;e Mdﬁb) N

stromhompliant with the @G (2009). Thus, these results raise the alarm for
‘@kers, the government, PEX and PCMA to shoulder their responsibilities
& rds encouraging the firms listed on PEX to follow the rules of the PCCG (2009).

urthermore, they should reform and update PCCG which was issued in 2009.

itio a:l‘ 'reg@sion analysis by using deferent

These&sults revealed that some companies were not

.
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This research is among the very few studies conducted in developing countries
that have addressed the signed DAC as a proxy of EM. Furthermore, this researc
first one addressed signed DAC in Palestine. The absolute value of DA@mOSt
common proxy and refers to the magnitude of EM, whether negative itive DAC.
The sign of the DAC refers to the direction and the type of transacu?.rﬁanipulation.

This strategy was used in this study to create a deeper understandin the Palestinian
context. z

Interestingly, this study highlights that 60% of on- a‘r?cialdmed firms’

Ay
practices EM were income-increasing, while 40% of mpanies e g‘ad.kﬁ%l\/l by

income-decreasing activities. Thus, the noeRn=fi ci% es @:’alestine
ce co

o,
m@ﬁys financial

manipulate reported earnings abnormalw en

performance, which, in turn, might M keholderswFhis @‘res that PEX and
s whe\e«igw' /.‘@%'Palestinian Code of

¢ S
&

7]
The finding revealedYsi\gificT n ositi@lationship between political
instability and negativ% u

to a high level of i &Qdecria i

conservative in ég thei ings to @J&d bad performance in the upcoming years

after a sever 9@ Fur er::)}ﬁm@ms may report less earnings to avoid taxes or
S

PCMA should implement strict re ion

Corporate Governance.

S, s}r nge dehméists that political unrest is related

C, ng(dd makes Palestinian companies more

3
its of ?tions facilities from the government during a period
X

of a& crisis. So, policyr‘r@é, PEX, and the government should be aware of this

t }b listed firms to disclose the real income and utilize moderate conservatism

3 ies, especially during in unstable situation.
This study is the first conducted in Palestine to examine the influence of political

instability comprehensively. Some CG mechanisms were not sufficiently effective in

to get t
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mitigating EM during political instability periods. So, regulators and the PEX should
consider that the CG system needs to be improved in Palestine to enhance the I
of management and lead them to practice less EM during a politically unsta@tion.
Some findings revealed that management might prefer ineffective BGA@ther than
effective ones to maximize a company’s profitability and inflate futug earnings until
the economy recovers. This means that these mechanisms constituté/good motivation
for the management to not engage in more EM to maintain %r:plvltation and avoid

potential penalties that auditors, the PEX, and regulato ni po‘?Nercompany.

Furthermore, this study provides supporting evidence

o,
the characteristigs &f%?e AC
-e% mbe\my;nd more

ing fun@‘nqhat, inturn,

improve over time. This implies that adding
financial experts to AC may be better for iw
boost the quality of financial reports |tlaaing EM

I

6.4 Limitations of the Stud “« Q-
&
;

This study achieved %\#bjerﬁ{e gkermined in the first chapter.

Although the study f% obje::: ives and mab some practical and theoretical

o
contributions, but thWy stiil e Iinﬁﬂbns as mentioned below:
First, this@ws

d by a&fressing the non-financial sector which
I (O
involves in I€S, senvic

impossi@{o’ enerdli
comﬁ&

, Which comprise tt@ﬂ’inancial sector in PEX. These companies were

N
e%& due to their different items in their financial reports and different
urements of EM. Furthermore, the code imposed on financial companies has more

Grict and mandatory rules than the PCCG (2009).
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? resu@ of the current study to banks and insurance



Second, the study’s sample was relatively small compared to other research
because of the limited number of companies listed on the Palestine Exchange, T’E
are 48 companies listed in Palestine. The fifteen financial companies Iistedﬁy\jéstock
exchange were excluded so that only thirty-third companies remained.

Third, the data for this present study were gathered from thWaI financial
reports available on the Palestine Exchange website. Four of thirty#three companies
were excluded due to lack of financial reports for some yea m} 'he study period,
so that the final sample was 29 listed companies listed withy32 firm- srvations.

to poor di clﬁs@'the
r Q eting%,‘zﬁ”ne BOD

am{it and @Su.dit fees, the

full CVs of the members of BOD aw mbers o cut@?nanagement, and

others, which reduced the number o%bles neéﬁ\m%‘or ,s@ject such as corporate

N
governance. ‘% ﬂ 4 Qc?
}m &
Finally, this research Q:Ee thl ntitative @ach by collecting, analyzing
ing the

financial data, and ir% . sult “'I‘he@alitative approach that is very
&
important in humwce i:} s not.lised due to geographical and political
revente

constraints tha& d ' the(tj%ding listed companies' headquarters to
¢
conduct int %With et?&me;n?es and directors of the Palestine Exchange.
N

These cgmpanies and’t quarters of the Palestine exchange are in Nablus city in

Four, this study also faced a major limitatio
available financial reports. This included th

ownership, family ownership, managerial owgers

L 9
the QBank. Therefore, it @ﬁot possible to study the variables of CG and their

i X)n EM by using a qualitative research method in addition to the quantitative

G ach.
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6.5 Recommendations for Future Research

Based on the results of the current study and the limitations related to its Cw’
this study contains recommendations for future research that could be usefu(m%\stine
and other neighboring and developing countries as well. A

First, the PCCG was issued in 2009. The Palestinian Monetary?h'ority (PMA)
was not satisfied with the implementation of the PCCG and j M stricter code in
2014 and forced banks operating in Palestine to implemen YN-C e to strengthen

the Palestinian banking system. Therefore, it will be useful for f tqu to study
L

the effect of a new code of CG on EM in the financia rin Palestine. l _\C—}

n c% hh unstable
NN N
ndT investigati e association

between CG mechanisms and EM i hnt count and @ironments. More

specifically, future researchers can ﬁstigate tMéi('ty f@s current study model

N
to other contexts such as MEN t dir?erent eu'odzgé? with a larger population

and sample. \ J) N
Third, the result%; the moderate \}a@'e of political instability provide

’ 4 F &

valuable informat’i%ar reseaic \HQ searczég' for moderating variables to control

the relationship% ncC " TE-e;éfore, future studies should consider the
Gy e

a moderati ﬁri&bj‘l?between CG and other dependent variables

Second, this study was conducted in the P

political and economic situation. This stud

@D

political Sltiis

\
such as ncial pe : com&ate social responsibility (CSR), and disclosure
quam& investigate in the\ stinian context. Also, this study suggests other

\&ing variables between the mechanisms of CG and EM, for example, institutional
Q rship, ownership concentration, foreign ownership, and the quality of the external
udit. Furthermore, the geographic location could serve as a moderating variable
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between the association of CG and EM in Palestine due to the division between the
West Bank and the Gaza Strip. Yv

Fourth, this study relied on a panel data approach, which is robus |\ns of
longitudinal data analysis. However, this approach sometimes fails to’%re unique
behaviors in the model. Consequently, other studies may also (Rl.ger using an
interview and questionnaire approach for collecting data to ex |ssue from other
perspectives. Furthermore, future studies may use the Gen Met od of Moments
(GMM) to analyze data instead of using OLS Regression els, hWaddressed
in this study. I

Fifth, per prior literature, this study cons c% asu@g a proxy

to measure the BOD quality and AC quality®and investi r rela@;.lp with EM.
A future study could also establish a CN measure

HE@SUUCNI’ES In one

aggregate measure, which mlght r nt its q ge J(%its relationship with
N
EM, firm performance, and ot to 905 ég)

Finally, today, the Id ffeI § pandemic, the Coronavirus
tined all colintrie

(COVID_19), which IdW|de and isolated them from

4 ¢ &
each other, which Ww%ff Y] \hﬁe oba nomy Therefore, this study suggests

considering the££O G anct?-}%ﬂevastatlng effects in conducting future
studies in tEgg)s of or orate O\an nce, disclosure, manipulation of financial
reportln fi ial pér nﬁe performance of financial markets.
\/
\‘°

apter Summary
Q Ultimately, this study provided unique evidence from Palestine as a developing
ountry suffering from an unstable economic and political situation. Therefore, the
Palestinian environment was a strong incentive for conducting this type of study, where
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the relationship of CG mechanisms with EM was examined. Accordingly, the
association between the characteristics of CG (the characteristics of the BOD, t :
and the OS) and EM was studied in addition to examining the role of the @ness
of the BOD, as well as the AC in minimizing the unwanted effects of oreover,
the extent of the impact of the unstable political situation on EM was Mvestigated. The

political situation also has been used as a moderator va N illuminate the
'nCiti

relationship between the effectiveness of the BOD and the

S 1N
p between ifff@@}ness

listednen-fifancial mpanies

gating EM during

the unstable political situation.

The results of the study indicate that the relati
and EM is not very strong in Palestine, especia
used a study sample. This may be becaus isted min- inancial @%;nies do not
follow the CG guidelines very carefu %early yea the le period or the

period of severe political instabi The %&‘ i;r\c rrent research have
N
important implications for ap%ropep CG echa@%‘?s for companies across

developing and emerging @ ST S case%QPPalestine. The results of this
of statisti

study noted, through t)‘%
good CG practice&Qless Iikell
quality of financial reperts.
N e\
costs. Thus hpli that rﬁ'pa@s in the developing world can enhance the
<bv N
reducti% by | ?tingsﬁ)d CG practices. However, the findings of this

stud&ﬁcate that not all C icators significantly affect the mitigation of EM

p%\kin Palestine.

stat ?‘dlysbthat companies that comply with
N
age i éM practice that negatively affects the

this @sﬁﬁs that good CG practices reduce agency
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