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Abstract: 
 
Some company leaders decide that their companies should differentiate themselves from 
others even though the regulatory establishments such as the European Union and IASB 
are making elaborate efforts to emphasise comparability and the need for harmonisation 
of reporting behaviour and governance structures. Under the harmonization regime, 
decisions to differentiate become strategic in nature and will be placed in the hands of the 
(supervisory) board. The purpose of our study is to examine the influence of competency 
and background of supervisory board members on decisions to differentiate in reporting 
and governance structure.  Our contribution to existing knowledge about optimal board 
compositions is provision of explanations for ability and willingness to make certain 
critical corporate decisions. In order to identify such explanations, we choose to make an 
explorative study of the corporate governance codes’ general recommendations for board 
member competencies which can be classified as related to internationalisation, 
professional background and diversity.  
 
We examine four specific instances of observed differentiation behaviour, i.e. two 
instances of disclosure behaviour: Voluntary IFRS implementation and high level of CG 
disclosure and two instances involving choice of governance structure: the abandonment 
of joint audit (change from two to one auditor) and the choice to use audit committee as 
part of the company governance structure. Our study is based on collected financial and 
corporate governance data for 100 listed Danish companies for 2004-2005. Across these 
four differentiation decisions we find varying support for the three recommended types of 
competencies of board members. We find that IFRS implementation is related to board 
competency indicated by having foreigner board members on the supervisory board 
(internationalisation effect), while the other reporting decision (the choice of high 
corporate governance disclosure level) is related to board competency of all the three 
types identified in the corporate governance codes, i.e., internationalisation effect, 
professional background in accounting/finance and gender diversity. We find that 
governance structure involving the abandonment of joint audits is unrelated to 
competency measures. Finally we find that differentiation by introducing audit 
committees is mostly related to the internationalisation effect. 
 
 
 
 
 
 
Keywords: Globalisation, harmonisation, corporate governance, IFRS implementation, 
disclosure, decision making, professional background, board composition, diversity. 



1. Introduction 

 

Some company leaders decide that their companies should differentiate themselves from 

others even though the regulatory establishments such as the European Union and IASB 

are making elaborate efforts to emphasise comparability and the need for harmonisation 

of reporting behaviour and governance structures. Under the harmonization regime, 

decisions to differentiate become strategic in nature and will be placed in the hands of the 

(supervisory) board. The individual board member has the potential to make valuable 

contributions to board decisions by providing unique perspectives on strategic issues 

(Van der Walt and Ingley, 2003) and can influence key outcomes (Ingley and Van der 

Walt, 2005). The principles of Corporate Governance (OECD, 2004, section VI) 

addresses the responsibilities of the board and links its strategic decisions to the 

background and competencies of board members. The EU Commission Recommendation 

on the role of board members suggests that the supervisory board should be composed of 

members who, as a whole, have the required diversity of knowledge, judgement and 

experience (EU, 2005). The presumption is that the nature and quality of strategic 

decisions are tied to the competency of the board members. 

 

The purpose of our study is to examine the influence of competency and background of 

supervisory board members on decisions to differentiate in reporting and governance 

structure.  Our contribution to existing knowledge about optimal board compositions is 

provision of explanations for ability and willingness to make certain critical corporate 

decisions. In order to identify such explanations, we choose to make an explorative study 



of the corporate governance codes’ general recommendations for board member 

competencies which can be classified as related to internationalisation, professional 

background and diversity. We examine four specific instances of observed differentiation 

behaviour, i.e. two instances of disclosure behaviour: Voluntary IFRS implementation 

and high level of CG disclosure and two instances involving choice of governance 

structure: the abandonment of joint audit (change from two to one auditor) and the choice 

to use audit committee as part of the company governance structure.  

 

Harmonisation of laws and standards is an international phenomenon driving a number of 

the changes facing listed companies. Purposeful differentiation in a harmonisation 

context is not a contradiction. In contrast to the process of standardisation, harmonisation 

still allows diversity (McLeay et al., 1999, Haller, 2002). It is a recognised part of dealing 

with the harmonisation process that companies possess differing capacity for regulatory 

changes. Differences tend to materialise in two forms, namely: (1) differentiation from 

other companies by moving first and/or (2) differentiation from other companies by 

deciding on a higher level of corporate transparency or trustworthiness though 

governance structures. Differentiation behaviour is consistent with a resource-based 

perspective on competitive advantage as a driver for business strategy. Lado et al. (1992) 

suggest a resource-based perspective as an alternative to more deterministic derived from 

neoclassical economic theory. The latter type views competitive advantage as a 

consequence of market or industry pressures to which the company must respond via 

differentiation (e.g., Porter, 1998). The resource-based perspective is based on the 

premise that company-specific competencies are potential rent-yielding strategic assets 



and these competencies “are consciously and systematically developed by the wilful 

choices and actions of the firm’s strategic leaders,” (Lado et al., 1992 , 78). Hence, the 

resource-based perspective can explain differences between reporting models and 

corporate governance arrangements. In the corporate governance literature, another 

theoretical explanation for a corporate willingness to differentiate is found in agency 

theory (Nicholson and Kiel, 2007, Coles et al., 2001, Li, 1994). The prediction is that a 

reduction of asymmetric information through higher levels of corporate transparency or 

trustworthiness will lead to a reduction in the cost of capital (Botosan et al., 2004, 

Gietzmann and Ireland, 2005, Leuz and Verrecchia, 2000). 

 

Our study is based on collected financial and corporate governance data for 100 listed 

Danish companies for 2004-2005. Four concrete instances of differentiation were 

observed in the dataset. Two of the differentiation decisions are related to reporting: (1) 

15 percent was IFRS first mover (voluntary IFRS disclosure in the financial year 2004), 

(2) 23 percent displayed a high level of Corporate Governance disclosure. Two decisions 

are related to governance structures: (3) 31 percent abandoned the joint auditor system 

(traditionally germane to Denmark and France) for the year 2005, and (4) 12 percent of 

the companies had established an audit committee.  

 

Across these four differentiation decisions we find varying support for the three 

recommended types of competencies of board members. We find that IFRS 

implementation is related to board competency indicated by having foreigner board 

members on the supervisory board (internationalisation effect), while the other reporting 



decision (the choice of high corporate governance disclosure level) is related to board 

competency of all the three types identified in the corporate governance codes, i.e., 

internationalisation effect, professional background in accounting/finance and gender 

diversity. We find that governance structure involving the abandonment of joint audits is 

unrelated to competency measures. Finally we find that differentiation by introducing 

audit committees is mostly related to the internationalisation effect. 

 

These observations suggest that company leaders in Denmark have sought a competitive 

advantage through differentiation in the part of the value chain directed toward the capital 

market. The globalisation of business has been accompanied by a harmonisation of 

disclosure requirements in terms of accounting rules (e.g., Godfrey and Chalmers, 2007, 

Baker and Barbu, 2007) and corporate governance recommendations (Chua et al., 2007, 

Luo, 2005). Hence, similar observations of differentiation would be expected in other 

countries, although the particular changes would be closely related to the particular 

governance setting of the individual country. 

 

The remainder of the paper is structured as follows. In section 2 we provide the 

motivation and literature review as basis for developing hypotheses on the relationship 

between differentiation decisions and the competencies of decision makers. In section 3 

we describe the methodology, i.e., the particularities of the collected dataset and the 

model development. In section 4 we provide the analyses and results on the critical 

decisions. We conclude the paper in section 5. 

 



2. Motivation and literature review 

 

In this section we provide the motivation and literature review as the basis for developing 

testable hypotheses. The section is divided in two subsections. In the first subsection, we 

introduce the context of harmonisation of financial reporting and corporate governance 

disclosure as a vantage point for company differentiation and we identify possible 

differentiation behaviour through critical corporate governance decisions in the context of 

regulatory changes. In the second subsection we develop hypotheses related to the 

competencies of the potential decision makers at the supervisory boards when facing the 

critical corporate governance decisions.  

 

2.1 Differentiation in a harmonisation environment 

 

Differentiation through the choice of reporting and governance structure should be 

examined and understood in the context of a overall harmonisation environment. Godfrey 

and Chalmers (2007, 8) argue that global accounting standards are adopted in order to 

attract, or restrict the loss of, foreign investment in a national capital market. 

Baker and Barbu (2007) review over 200 research articles published between 1965 and 

2004 that deal with international accounting harmonization. They pinpoint a number of 

important events on the accounting harmonization timeline (Baker and Barbu, 2007, 

275). One of these events was the agreement in 1995 between the International 

Accounting Standards Committee (IASC) and the International Organization of Securities 

Commissions (IOSCO) to facilitate an international harmonisation of accounting 



standards. Another event was the mandatory requirement of the IFRS standards in the 

European Union member states from 2005.  

 

In an international comparison Chua et al. (2007) find that both corporate governance 

regime and the degree of capital market openness play a significant role in explaining 

corporate valuation. The reason is that restricted capital market regimes discourage 

international investments while open capital markets will promote a more efficient risk 

sharing among international investors, which results in lower costs of capital and higher 

corporate valuation (Chua et al., 2007, 37). Luo (2005) stresses the importance of 

corporate accountability in the context of corporate governance for multinational 

companies:  

 

“Corporate accountability interrelates to corporate governance because it 

affects the credibility of information needed to support important activities, 

such as the creation and existence of enforceable contracts (e.g., manager 

compensation contracts contingent on performance results), the monitoring of 

managers by the board of directors and outside investors and regulators, and 

the exercise of investor rights as governed by securities laws,” (Luo, 2005, 

22). 

 

Differentiation can be possible at the outset of (before) new mandatory requirements or 

related to voluntary disclosures. In relation to new mandatory requirements companies 

may become “first movers” as suggested by prior research on early adopters of financial 



reporting requirements (e.g., Renders and Gaeremynck, 2007, Daske, 2006, 

Hoogendoorn, 2006). It could be that they are seeking to benefit from first mover 

advantages, while the “followers” are trying to benefit from “free rider” advantages 

(Lieberman and Montgomery, 1988). First movers will try to benefit from increased or 

maintained reputation in the capital market (as well as societal image effects). However, 

being first movers will have costs, i.e., direct, proprietary and liability costs (Healy and 

Palepu, 2001, Kalss, 2007).  

 

In relation to voluntary disclosure the differentiation is a matter of certain companies 

deciding to disclose more financial information (e.g., Gray et al., 1995, Renders and 

Gaeremynck, 2007, Scott, 1994) and/or non-financial information (e.g., Berglöf and 

Pajuste, 2005, Eng and Mak, 2003) than other companies. The paradox is that the 

companies are trying to stand out by making reporting decisions which make them 

similar in a global environment. Hence, this is a relative gesture on the part of 

international oriented compared to national oriented companies. However, in an 

international context these companies are benchmarking at an accepted (presumable 

higher) level. 

 

In this study we examine four specific instances of observed differentiation behaviour, 

i.e. two instances of disclosure behaviour: Voluntary IFRS implementation and high level 

of CG disclosure and two instances involving choice of governance structure: the 

abandonment of joint audit (change from two to one auditor) and the choice to use audit 

committee as part of the company governance structure.  



 

Voluntary IFRS implementation 

Voluntary IFRS implementation has been considered in prior studies (e.g., Daske and 

Gebhardt, 2006, Moya and Oliveras, 2006, Renders and Gaeremynck, 2007). The 

European Union decided that consolidated accounts of publicly traded companies in the 

member states would adopt international accounting standards for financial years starting 

on or after January 1st 2005 (EU, 2002). Baker and Barbu (2007) describe this as a 

landmark event in terms of research on international accounting harmonization.  

 

As indicated in Figure 1, our sample of listed companies in Denmark had the option to 

voluntarily disclose the accounting information for the financial year 2004 in accordance 

with the IFRS/IAS standards or disclose in accordance with Danish regulations and 

standards. 15 of 100 companies in our dataset decided to be an IFRS first mover. This 

option was allowed by an executive order by the Danish Commerce and Companies 

Agency (DCCA) in January 2005 (DCCA, 2005). It became a mandatory requirement to 

disclose in accordance with IFRS/IAS for the financial year starting on or after January 

1st 2005. 

 

<Insert Figure 1 about here> 

 

Corporate Governance Disclosure 

In prior studies the level of corporate governance disclosure has been considered as the 

appropriate choice variable (Berglöf and Pajuste, 2005, Renders and Gaeremynck, 2007, 



Eng and Mak, 2003). This is because the disclosure in this area is not a matter of absolute 

but relative disclose, i.e., all companies disclosure corporate governance related items to 

a certain extent. Hence, the reporting decision will be concerned with the level of 

disclosure (transparency level), i.e., differentiation behaviour equates a high disclosure 

level. 23 of 100 companies in our dataset are characterized in this way.  

 

The first set of Corporate Governance recommendations for listed companies in Denmark 

was introduced for voluntary adoption in 2001. It was based on the Nørby Committee’s 

report on Corporate Governance in Denmark (Nørby, 2001)1. The Nørby Committee’s 

recommendations were framed in terms of the following three benefits (Nørby, 2001, 13):  

 

(1) to make investment in Danish listed companies more attractive and improve 

Danish companies’ access to capital by attracting, for instance, foreign investors,  

(2) to inspire Danish companies and their supervisory and executive boards to 

meet the strategic challenges resulting from globalisation, thereby strengthening 

their competitive power, and 

(3) to propagate corporate governance in Danish companies by stimulating the 

debate on corporate governance. 

 

In 2005, a revised set of corporate governance recommendations was approved (CSE, 

2005).  The CSE recommendations have since been incorporated into the disclosure 

requirements for Danish listed companies and apply to annual reports for financial years 

beginning on or after January 1st 2006 according to the “comply-or-explain” principle. In 



the context of level of corporate governance disclosure, it is important to note that the 

revision of CSE recommendations has involved several incremental steps.  

 

The process has openly advertised possibilities of first mover advantages to companies 

following the revision steps. Initially a revised report from the Nørby committee was 

issued in 2003. This was followed by a consultation process with the various stakeholders 

and lead to a new set of recommendations published in June 2004. In order to include the 

latest recommendations by the European Commission on the role and independence of 

the directors and on remuneration (EU, 2004, EU, 2005) as well as the introduction of the 

comply-or-explain principle, the final adoption of the corporate governance 

recommendations was postponed to 2005. It would be fair to assume that those 

companies targeting differential (best disclosure) behaviour would have been aware of 

the new recommendations by following the incremental steps of this revision process in 

the years 2003 to 2005.  

 

Abandonment of joint audits (from two auditors to one) 

While joint audits are generally allowed in most European countries they seldom take 

place in practice (European Commission, 2001). In a few countries like France and 

Denmark, the joint audits have been institutionalized as part of the audit regulation 

(Francis et al., 2006, Piot, 2007). The tradition of the two auditor (joint auditor) system in 

Denmark was discussed before the implementation of the 4th, 7th and 8th directive and it 

was not considered incompatible with the harmonization of the accounting and auditing 

regulation. Both before and after the implementation of the 4th directive in the new 



accounting act in 1981 and the 8th directive in 1988 the requirements for listed companies 

were that they should have two auditors and at least one auditor must be a state-

authorized public accountant2. This requirement was stated in the Company Act until 

1988, but was transferred with the same wording to the revised Accounting Act from this 

year3. After a major revision of the accounting act in 2001, the requirement was changed 

to a voluntary joint auditor system, i.e. specifying that for listed companies “at least one 

auditor must be a state-authorized public accountant” (DCCA, 2001). The argument by 

the regulatory body was that the companies would benefit from the abolishment of the 

mandatory two auditor system by 1) an expected lower audit cost, 2) an alignment of 

audit requirements with international competitors. The reason for the two auditor system 

had been to secure auditor independence and audit quality, but it was argued that new 

regulatory requirements now would supersede this raison d’être, e.g., through other 

mechanisms such as auditor rotation and institutional supervision to secure effective audit 

quality control systems in the audit firms. In order to leave the companies – and the 

auditors – time to implement the possibility of a move from two to one auditor, the first 

year open for this choice was the financial year 20054, see figure 1. In our dataset 31 of 

100 companies decided to change away from the joint auditor system at the earliest 

possible moment. 

 

Audit Committees 

According to the EU recommendation on independence of management (2005), the 

appointment of sub-committees is intended to support the supervisory board’s 

independence of the day-to-day management and increase efficiency. The EU 



recommendation presumes the appointment of nomination, remuneration and audit 

committees, but allows the companies to appoint fewer than three sub-committees.  

 

Prior studies have examined factors associated with the presence of audit committees 

(Carson, 2002, Chau and Leung, 2006). The function and purposes of board sub-

committees such as audit, remuneration and nomination committees are naturally tied to 

the size of the board.  Findings by Yermack (1996) were consistent with theories that 

small boards of directors are more effective. These findings have been supported by later 

studies  (e.g., Ahmed et al., 2006, de Andres et al., 2005, Mak and Kusnadi, 2005).  This 

suggest that the negative relationship between board size and firm value transcends 

different corporate governance systems (Mak and Kusnadi, 2005). Ahmed et al. (2006) 

found that earnings informativeness is negatively related to board size but is not related to 

the fraction of outside directors serving on the board. However, in a prior study in the 

Danish two-tier board setting, Rose (2005) found that board size does not affect the 

company performance (as proxied by Tobin’s Q).  

 

The 2001 corporate governance recommendations the Nørby Committee stated that “most 

company boards are not so large that they require the establishment of board committees 

in order to be able to manage their tasks, and therefore appointments of board committees 

cannot be recommended in general.”  In figure 1 the possibility of a voluntary 

establishment of an audit committee is identified from the year 2004 in accordance with 

the initial revision of the Danish corporate governance code in 2003 (see description of 

the incremental steps of the code revision process in the previous section). This relates to 



the way the sub-committees were described in the 2001 code where it was stated that “as 

a rule, if the board appoints a committee, this should only be done in order to prepare 

decisions that must be reached by all of the directors.” In effect, the code did not allow an 

audit committee to function sufficiently independent from the supervisory board. 

 

In the 2005 code the decision to have an audit committee is still identified as a voluntary 

exception: “In companies with complex accounting and audit conditions, the supervisory  

board should consider establishing an audit committee to assist the supervisory board in 

accounting and audit matters,” (CSE, 2005). The decision to establish an audit committee 

was made by 12 of the 100 companies in our dataset. 

 

2.2 Explaining differentiation by competencies of decision makers 

 

The willingness and the ability to make critical corporate governance decisions depend 

on the composition of the board and the resources of the company. It is asserted that the 

type of decision maker on the supervisory board will influence the decisions made by 

listed companies. Corporate governance recommendations for supervisory boards tie 

strategic decisions and board member competencies (CSE, 2005, EU, 2005, OECD, 

2004). Specifically, the recommendations for listed companies in Denmark identify 

international experience, professional background and diversity of the board as potential 

necessary competencies (CSE, 2005). While our examination of these recommendations 

is explorative in nature, the theories underlying the specific context we consider are 

“resource-based explanations” for the companies’ ability to sustain competitive 



advantage by differentiating behaviour (Lado et al., 1992) and “agency thery/asymmetric 

information explanations” for the willingness to differentiate (Nicholson and Kiel, 2007, 

Coles et al., 2001, Li, 1994). 

 

The importance of international experience by board members have been considered in 

prior studies (e.g., Luo, 2005, Oxelheim and Randøy, 2003, Rose, 2006, Ruigrok et al., 

2007). In a prior study of listed companies in Denmark, Rose (2006) supported other 

studies that the international dimension of the board increases with the size of the 

company. One benefit from international experience at the board may be “to reduce the 

information processing costs of globalisation “because more culturally diversified top 

management teams and corporate boards have greater processing capacity and can attend 

to more environmental cues and foreign liability problems” (Luo, 2005, 34). International 

experience can be accomplished by including native board members with international 

experience (such as board membership in foreign subsidiaries) or by including foreign 

board members on the supervisory board.  

 

The composition of supervisory boards has been examined in a number of prior studies 

considering the importance of diversity (e.g., Erhardt et al., 2003, Van der Walt and 

Ingley, 2003, Kang et al., 2007, Ruigrok et al., 2007). Diversity in the composition of 

boards may include such factors as age, gender, ethnicity, culture, religion, constituency 

representation, independence, professional background, knowledge, technical skills and 

expertise, commercial and industry experience, career and life experience. Danish boards 

are actually characterized by having a relatively low degree of diversity (Rose, 2006). 



The individual board member has the potential to make valuable contributions to board 

decisions by providing unique perspectives on strategic issues (Van der Walt and Ingley, 

2003) and can influence key outcomes (Ingley and Van der Walt, 2005). 

 

We explore the basis for differentiation through the choice of reporting and governance 

structure. In this study we examine four specific instances of differentiation decisions for 

each hypothesis. The study is explorative because we cannot predict the exact nature of 

the individual relationship between decisions and competency of decision makers. 

However, we choose to present the hypotheses in the positive form in order to align the 

predictions with the CG codes’ general recommendations for board member 

competencies identified as international experience, professional background and 

diversity.  

 

International experience effect 

 

H1: The propensity to make differentiation decisions about reporting and 

governance structure in listed companies will be higher when the decision makers 

on the supervisory board include foreign board members or board members with 

international experience. 

 

Professional background effect 

 



H2: The propensity to make differentiation decisions about reporting and 

governance structure in listed companies will be higher when the decision makers 

on the supervisory board include board members with specific professional 

background (i.e., lawyer, accounting/finance experience, sales/marketing 

experience, specific industry experience). 

 

Diversity effect 

 

H3: The propensity to make differentiation decisions about reporting and 

governance structure in listed companies will be higher when the decision makers 

on the supervisory board have different background (diversity in gender, 

employee board participation and professional background).  

 

 

3. Methodology 

 

In this section we first describe the dataset and the variables applied. Second we present 

the models used to test the hypotheses developed in section 2. Finally we provide some 

initial descriptive statistics.  

 

Dataset and variables 

The dataset contains corporate governance related attributes and size and performance 

indicators for 100 Danish companies listed on the Copenhagen Stock Exchange. Data was 



obtained from information in the 2004 annual reports, articles of association, and 

company websites. International guidelines such as the OECD Corporate Governance 

Guidelines (OECD, 2004) as well as the Danish corporate governance code have inspired 

the selection of the corporate governance attributes (CSE, 2005). The corporate 

governance attributes are part of a larger Danish data set covering the development in 

different corporate governance issues during the period 2002 to 20055.  

 

We collected information on 144 company specific issues of which 129 variables relate to 

Corporate Governance properties and 15 variables relate to company specific background 

such as size, performance, risk and industry6.   

 

The dependent variables in our study are the four corporate governance decisions 

identified in section 2.2. The measures consist of four dummy variables.   

 

(1) IFRS implementation; coded as 1 if the company decided for voluntary IFRS 

disclosure in the financial year 2004, and 0 otherwise,  

 

(2) CG disclosure level; coded as 1 if the corporate governance disclosure level7 

belongs to the upper quartile for the 100 companies (high) and 0 otherwise (low).  

 

(3) From two auditors to one; coded as 1 if the company in the financial statement 

for the financial year 2004 or at the general assembly in the spring 2005 



announced that the company would change from two auditors to one auditor for 

the year 2005, and 0 otherwise, 

 

 (4) Audit committee; coded as 1 if the company had established an audit 

committee, and 0 otherwise. 

 

We examine the effect on the corporate governance decision through our three 

hypotheses with independent variables including board member characteristics as 

international experience (two variables), professional background (four variables), board 

diversity (three variables) and company specific control variables (three variables).  

 

The following board member characteristics are measured as dummy variables. 

(1) International experience; coded as 1 if one or more members of the supervisory 

board has international experience such as board membership in foreign 

subsidiaries, and 0 otherwise8, 

 

(2) Foreigner; coded as 1 if the company has one or more foreigners at the 

supervisory board, and 0 otherwise, 

 

(3) Accounting/Finance experience; coded as 1 if one or more members of the 

supervisory board has professional accounting or finance experience, and 0 

otherwise, 

 



(4) Sales/marketing experience; coded as 1 if one or more members of the 

supervisory board has professional sales or marketing experience, and 0 

otherwise, 

 

(5) Industry experience; coded as 1 if one or more members of the supervisory board 

has specific industry experience related to industry of the company, and 0 

otherwise, 

 

(6) Lawyer; coded as 1 if the company has one or more lawyer(s) at the supervisory 

board, and 0 otherwise. 

 

(7) Diversity (gender); coded as 1 if the company has one or more women at the 

supervisory board, and 0 otherwise, 

 

(8) Diversity (employee); coded as 1 if the company has one or more employee 

representatives at the supervisory board, and 0 otherwise 

 

We also constructed an alternative diversity variable used as independent variable: 

Diversity (composite); a composite measure using a nominal scale from 0 to 5 with one 

point for each board characteristic of the following: international experience, 

accounting/finance experience, sales/marketing experience, industry experience and 

lawyer. 

  



Measures of risk, performance and size of the board have been applied as control 

variables in a number of corporate governance studies due to the possible mitigating 

effects of these variables (e.g., Barontini and Caprio, 2006, Krivogorsky, 2006, Larcker et 

al., 2007). We have collected and examined 18 company specific control variables as 

possible candidates. We choose a representative for each of these, i.e, “Beta” as measure 

for risk and “ROIC three year average” as performance measure. “Board size” is strongly 

correlated with company size and also control for different potential for diversity.  

 

Models 

 

In order to examine the three overall hypotheses we use logistic regression models, i.e., 

one for each of the four differentiation decisions testing each hypothesis separately 

(resulting in 12 individual models). In addition, we formulated a reduced model for each 

decision with the most relevant variable identified in the initial analysis as predictor 

(resulting in four models). The models for the differentiation decisions all have the same 

structure, i.e., measuring the possible board member effects of international experience, 

professional background or diversity, and controlling for the same company specific 

control variables, see tables 4-7. 

 

Descriptive statistics 

We provide descriptive statistics for the sample in tables 1, 2 and 3. First, we notice that 

the composition of the supervisory boards generally has an uneven distribution across the 

100 listed companies. Because the board member characteristics are coded as dummy 



variables we only provide the actual frequencies in table 1. In relation to the international 

dimension present at the supervisory boards more companies have board members with 

international experience than not (63 vs. 37) while a minority has foreign representation 

at the board (32 vs. 68). Women are part of supervisory boards in 29 of the 100 

companies. In terms of professional background, the dominant feature is industry 

experience (74 vs. 26) and accounting/finance experience (57 vs. 43). Representation by 

lawyers (19 vs. 81) and former directors, auditors and advisors (18 vs. 82) are more 

exceptional, while about one third of the companies have board members with 

sales/marketing experience (34 vs. 66). 

 

<Insert Tables 1, 2 and 3 about here> 

 

The frequency distribution presented in table 2 shows that the four differentiation 

decisions measured by dummy variables are less frequent, i.e., confirming the possibility 

for the companies to differentiate through critical decisions. The decision to voluntarily 

adopt IFRS for the financial year 2004 was made by 15 of 100 companies. The choice of 

high level corporate governance disclosure is really a forced distribution. We have 

choosen to distinguish between the upper quartile and the remaining population, i.e., 

forcing a distribution of differentiation at 23 vs. 77. The early signal that the company 

would change from two to one auditor in the year 2005 was made by 31 of 100 

companies. As described in section 2.2, the companies have known about this possibility 

since the change of the Financial Statement Act in 2001. The final decision stands out. 



Only 12 companies have audit committees earlier described as allowable exceptions, see 

also figure 1.  

 

Finally, we turn to the distribution of the company specific control variables. The means 

and distributions of the three variables controlling for risk performance and board size are 

shown in table 3. The average board size for the listed companies is fairly low by 

international standard (mean 7.71) and rather similar in size (std.dev. 2.475). However, 

the range extends from two to 18 board members including employee representatives9. 

 

4. Analyses 

 

In this section we examine the hypothesized relationships between instances of 

differentiation decisions and decision maker competencies. We make two explorative 

steps starting with a closer examination of the three hypotheses and following up with 

further analyses based on all effects models.  

 

Hypotheses tests 

The hypothesised competency effects may coincide with the background factors for a 

particular company. Therefore the main findings are presented in the form of models 

controlling for such factors. The first explorative step is to examine the three hypotheses 

one by one. 

 



In table 4, we show the results for the models testing internationalisation effects (H1).  

The panels in table 4 each reflect one of the four differentiation decisions. Overall, three 

of the four logistic regression models exploring international effects are significant. We 

find that having foreign board members affect the two reporting decisions of voluntary 

IFRS implementation and high corporate governance disclosure level. In relation to 

governance structure, the decision to abandon joint audits is not affected by international 

experience, while the decision to have an audit committee is significantly related to 

having foreign board participation. Our findings support H1 when using the foreigner 

measure, but only the differentiation through higher corporate governance disclosure is 

also affected by our international experience measure. In relation to the decision to 

abandon joint audits it is noticeable that negative directions are captured in the parameter 

estimates for foreigners and for board size (board size is positively correlated with 

foreigners on the board).  

 

<insert Table 4 about here> 

 

Our findings support claims made in prior studies regarding foreign board members 

possible influence on reporting and governance structure. Oxelheim and Randøy examine 

the importance of outsider Anglo-American board memberships in a Skandinavian setting 

(listed companies in Norway and Sweden). They suggest that foreign board membership 

“enhances the international orientation of the firm, and serves as a catalyst for further 

globalization of a corporation,” (Oxelheim and Randøy, 2003, 2388). The globalisation of 

the capital markets will affect the reporting behaviour of companies: “at a minimum, big 



investors are demanding international standards of corporate behaviour, accounting 

clarity, and disclosure,” (Li, 1994, 366-367). 

 

Hence, our hypothesis H1 is supported for the differentiation decision about voluntary 

IFRS implementation. The Odds ratio (exponential to the parameter estimate) for the 

competency measured by the foreigner variable is 4.6, i.e., suggesting that it is 4.6 as 

likely to decide on IFRS implementation when the supervisory board includes foreigners. 

The three year average on ROIC is negatively related to the decision (significant at the 5 

percent level). This suggests that voluntary IFRS implementation was related to low 

performance using accounting measures (while not tabulated, this finding is supported 

using one year ROIC for the year of change and also using alternative performance 

measures). The same is not true for the other reporting decision. Corporate governance 

disclosure level is partly explained by board size (and company size), but not 

performance. This differentiation decision is significantly related to larger companies as 

well as the internationalisation effect. In relation to the audit committee decision, we find 

that both board size and risk (beta) affects the differentiation behaviour. 

 

We provide an overview of the models testing the professional background effects (H2) 

in table 5. Only two of the four models are significant at the 1 percent level. While the 

model for IFRS implementation is not significant, the professional background in 

sales/marketing is marginally significant at the 10 percent level. The Odds ratio suggests 

that it is 2.8 as likely to implement IFRS when the competencies of the board include 

prior sales/marketing experience. The two significant models relate to corporate 



governance disclosure and the audit committee differentiation decisions. 

Accounting/finance experience is a professional background which affects the chosen 

corporate governance disclosure level. It is 4.1 as likely to have a high disclosure level 

when having accounting/finance competence present in the supervisory board. None of 

the professional background variables account for the significant model for audit 

committee choice. Instead this differentiation decision is entirely driven by risk, 

(negative) performance and board size. It is noticeable that the model for “two auditors to 

one” identifies sales/marketing experience as a positive factor in explaining the 

abandonment of joint audits (Odds ratio of 2.3 at the 10 percent significance level). Here 

the board size is negatively related to the differentiation decision (significant at the 10 

percent level), i.e., smaller rather than larger boards prefer to differentiate. 

 

<insert Table 5 about here> 

 

In table 6, we show the findings related to diversity effects (H3). We find support for this 

hypothesis in two of the four differentiation decisions. Similar to the possible effects of 

professional background (H2), diversity provides possible explanations for differentiation 

though corporate governance disclosure and audit committee choice. Diversity is 

measured three different ways. The measure involving gender (women present or not) is 

significant at the 5 percent level for the corporate governance disclosure. In this model, 

the composite measure is also significant at the 1 percent level. The more diversified in 

terms of professional background, the larger the propensity to provide high level of 

corporate governance disclosure. We notice, that this model also is explained by board 



size and that the only diversity measure which is significantly correlated by board size is 

the employee measure. The differentiation through audit committees is very similar to the 

disclosure model, although the gender effect is not present. We also notice that the 

composite measure is significant at the 5 percent level. This provides an insight in the 

context of the internationalisation effect (which was present) and the professional 

background effect (which was not). Recall that the composite measure is a cumulative 

measure for the five experience types including international, accounting/finance, 

sales/marketing, industry and lawyer.  

 

<insert Table 6 about here> 

 

Tests of all effects models 

We provide an overview of the second explorative step in testing the three hypothesised 

competency effects in table 7. Here we use results from the first step to specify reduced 

logistic regression models. We include one independent variable for each competency 

effect if such an effect was detected in the first step of the analysis. Whenever there is a 

choice of variables for the effect, we have based the choice on the size of significance 

level and Odds ratio indicated in the first models (see tables 6 to 8). 

 

In the all effects models, we obtain significant overall models for all differentiation 

decision except the abandonment of joint audits decision. The IFRS implementation is 

affected by the internationalisation effect as measured by the foreigner variable. In 

contrast to the individual model for professional background, the sales marketing effect is 



not significant in the all effects model. The explanatory effect of poor performance 

(ROIC) is also present. The model chi-square is 14.2 which is close to the comparable 

test statistic for the model specifying only internationalisation effects (see table 4). 

 

The second reporting decision involving corporate governance disclosure is affect by all 

three competency effects measured respectively as international experience, 

accounting/finance experience and gender diversity. In the all effects model, the board 

size is also a significant explanatory variable. 

 

As we indicated, only the governance structure differentiation model for audit 

committees is significant for the all effects test. In this model the gender diversity is 

marginally significant at the 10 percent level, while the internationalisation effect is 

significant at the 5 percent level. The Odds ratio for the foreigner variable is 44.8. 

Therefore it seems reasonable to surmise that foreign board members inspire the choice 

of audit committees. Risk and board size are significant explanatory variables in this 

model. 

 

<insert Table 7 about here> 

 

5. Conclusion 

 

Some company leaders decide that their companies should differentiate themselves from 

others even though the regulatory establishments such as the European Union and IASB 



are making elaborate efforts to emphasise comparability and the need for harmonisation 

of reporting behaviour and governance structures. Under the harmonization regime, 

decisions to differentiate become strategic in nature and will be placed in the hands of the 

(supervisory) board. We are able to observe that some company leaders alter reporting 

behaviour and corporate governance features before and to a higher extent than 

comparable companies. Corporate governance recommendations for (supervisory) boards 

tie strategic decisions with board member competencies such as international experience, 

professional background and diversity of the board.  

 

We identify four instances of strategic differentiation observed among Danish listed 

companies in 2004-2005. Such differentiation behaviour is predicted by theory, i.e., we 

consider “resource-based explanations” for the companies’ ability to sustain competitive 

advantage by differentiating behaviour and “agency theory/asymmetric information 

explanations” for the willingness to differentiate. Two of the differentiation decisions are 

related to reporting and two are related two governance structures. For the first reporting 

decision we find that the IFRS first mover (voluntary IFRS disclosure in the financial 

year 2004) is related to board competency indicated by foreigners (internationalisation 

effect), i.e., H1 is supported for this differentiation decision. The second reporting 

decision is the choice of high corporate governance disclosure level. This differentiation 

decision is related to board competency of all the three types identified in the corporate 

governance codes, i.e., H1 (international experience), H2 (accounting background) and 

H3 (gender diversity) are all supported for this differentiation decision. We find that 

governance structure involving the abandonment of joint audits is unrelated to 



competency measures in every model we tested. In contrast we find support for H1, and 

marginally support for H3, when considering differentiation by introducing audit 

committees in the governance structure. 

 

Our contribution to existing knowledge about optimal board compositions is provision of 

explanations for ability and willingness to make certain critical corporate decisions. The 

explanations should be considered in light of our purposive exploratory study of the 

corporate governance codes’ general recommendations for board member competencies. 

The practical implications of our study are related to regulatory requirements for board 

composition and competencies and to actual board composition in context specific 

scenarios for listed companies. 



Endnotes

                                                 
1 The part of the Nørby report containing the recommendations was published in the Handbook for Issuers 

on Copenhagen Stock Exchange in the same year. 

2 In Denmark, there are two types of auditors: State Authorized Public Accountants and Certified Public 

Accountants. The number of State Authorized Public Accountants is approximately 2000 and the number 

of Certified Public Accountants is approximately 3000. In comparison the entire Danish population is 

approximately 5.4 million people. 

3 The 7th Directive was implemented in the Danish Financial Statements Act in 1990. 

4 Specifically, §165 (6) of the 2001 Financial Statements Act states that the two auditor requirement should 

remain in force for financial years beginning on or before 31 December 2004. 

5 The data was originally collected to map out the extent to which Danish companies comply with domestic 

and international corporate governance standards. In an effort to reduce errors and misunderstandings, the 

sample companies have been asked to read the tables with their own data and to point out incorrect 

information. A full list of attributes in the data set is available upon request to the authors. 

6 In this study we do not use 47 of the variables in the full dataset. Four of the variables are unrelated 

background variables such as “total audit fee” and “number of analysts following the company”, while 32 

are identified as conditioned variables (as an example: if the age of each board member is disclosed,  

conditioned variables would be “age of youngest board member”; “age of oldest board member” and 

“average age of board members”). The remaining 11 variables, which we do not use, are control variable 

(untabulated results are available).  

7 The corporate governance disclosure level is measured as the relative size (percentage) of a composite 

variable comprising 82 disclosure items. The measure is based on a simple addition of 82 items from the 

dataset including attributes covering the following factors: general CG-policy and information, information 

on strategy, mission, profits, expectations and risk management, investor relations policy (IR-policy), 

shareholder meeting procedures, board activity, board composition, compensation of management and 

board, management profile, auditor compensation and activity, and ownership structure and voting power. 

8 This dummy represents the exact formulation of international experience applied in the corporate 

governance recommendations of the Copenhagen Stock Exchange Committee on Corporate Governance, 

CSE (2005). 

9 One or more employee representatives are present in 73 of 100 companies with an average of 2.11 and a 

maximum of seven. 
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Figures and Tables 
 
 
 
Figure 1. Overview of regulatory requirements in relation to four differentiation decisions 
 

 
 
Note: 20 of 100 companies did not use the calendar year as the financial year for 2004. The earliest financial year was Sep.1st 2003 to Aug. 30th 2004. The latest 
financial year was July 1st 2004 to June 30th 2005. 
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Table 1. Distribution of types of decision makers on boards 

  

Foreigner International 
experience Women 

Accounting/
Finance 

experience 

Sales/ 
marketing 
experience 

Industry 
experience Lawyer 

Companies 
with this 
type of 

decision 
maker 

32 63 29 57 34 74 19 

Companies 
without 

this type of 
decision 
maker 

68 37 71 43 66 26 81 

Total 100 100 100 100 100 100 100 
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Table 2. Distribution of reporting and governance structure decisions 

  

IFRS 
implementation 

CG disclosure 
level 

From two to one 
auditor 

Audit 
committee 

Companies with 
differentiation 

decision 
15 23 31 12 

Companies 
without  

Differentiation 
decision 

85 77 69 88 

Total 100 100 100 100 

Note: The Corporate governance disclosure level is measured as the relative size by a composite 
variable comprising 82 disclosure items. The number of companies assigned to companies with 
decision reflects the upper quartile of 100 companies. The mean is 0.493 and the standard 
deviation is 0.129 with a minimum of 0.267 and a maximum of 0.86. 

 
 
 
 
Table 3. Distribution of company specific control variables 

 Beta ROIC 3 year 
average Board size 

N 100 100 100 
Mean 0.5274 0.0425 7.71 

Std. Deviation 0.3770 0.21456 2.475 
Minimum -0.0700 -1.0800 2 
Maximum 1.7600 0.6300 18 

  
  
 



Panel A: IFRS Implementation

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Foreigner 1.5202 0.7271 4.3712 0.0366 ** 4.5732
Int. experience 1.0067 1.0068 0.9999 0.3173 2.7365
Beta -0.6811 0.9444 0.5202 0.4708 0.5061
ROIC 3 year avg. -2.5936 1.2957 4.0067 0.0453 ** 0.0747
Board size 0.1055 0.1296 0.6620 0.4159 1.1112
Constant -3.5774 1.1713 9.3286 0.0023 *** 0.0279

-2 Log likelihood 70.2207 Model chi-square 14.3212
Degrees of freedom 5 Significance 0.0137 **

Nagelkerke R Square 0.2338
Panel B: CG disclosure

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Foreigner 1.4099 0.6534 4.6566 0.0309 ** 4.0957
Int. experience 2.6959 1.1716 5.2951 0.0214 ** 14.8196
Beta -1.4311 0.8782 2.6559 0.1032 0.2390
ROIC 3 year avg. -0.0564 1.4480 0.0015 0.9689 0.9451
Board size 0.4863 0.1522 10.2033 0.0014 *** 1.6263
Constant -7.2203 1.7249 17.5226 0.0000 *** 0.0007

-2 Log likelihood 71.9673 Model chi-square 35.8880
Degrees of freedom 5 Significance 0.0000 ***

Nagelkerke R Square 0.4569
Panel C: From two to one auditor

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Foreigner -0.0886 0.5374 0.0271 0.8691 0.9153
Int. experience 0.2794 0.5613 0.2478 0.6186 1.3223
Beta 0.0561 0.6595 0.0072 0.9322 1.0577
ROIC 3 year avg. 0.1715 1.0315 0.0276 0.8680 1.1871
Board size -0.1604 0.1038 2.3867 0.1224 0.8518
Constant 0.2238 0.7887 0.0805 0.7766 1.2508

-2 Log likelihood 121.1019 Model chi-square 2.7182
Degrees of freedom 5 Significance 0.7433

Nagelkerke R Square 0.0378
Panel D: Audit Committee

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Foreigner 2.7110 1.3105 4.2792 0.0386 ** 15.0448
Int. experience 16.5511 6037.0361 0.0000 0.9978 15418640.3180
Beta 2.3353 1.4098 2.7438 0.0976 * 10.3329
ROIC 3 year avg. -2.6455 1.7243 2.3539 0.1250 0.0710
Board size 0.6849 0.2419 8.0175 0.0046 *** 1.9835
Constant -27.5718 6037.0365 0.0000 0.9964 0.0000

-2 Log likelihood 35.5995 Model chi-square 37.7855
Degrees of freedom 5 Significance 0.0000 ***

Nagelkerke R Square 0.6052
Two-sided p-values ***< 1%; ** <5%; *<10%

Sig.level

Table 4. Logistic regression models for (H1) internationalisation effects 

Sig.level

Sig.level

Sig.level



Panel A: IFRS Implementation

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Acc/fin. experience -0.4275 0.6268 0.4651 0.4952 0.6522
Sales/mar. experience 1.0553 0.6422 2.7002 0.1003 (*) 2.8729
Industry experience -0.0931 0.7919 0.0138 0.9064 0.9111
Lawyer 0.0601 0.7600 0.0063 0.9369 1.0620
Beta 0.5146 0.7847 0.4300 0.5120 1.6729
ROIC 3 year avg. -2.3613 1.2646 3.4865 0.0619 * 0.0943
Board size 0.0727 0.1218 0.3568 0.5503 1.0755
Constant -2.6945 1.1218 5.7695 0.0163 ** 0.0676

-2 Log likelihood 76.9094129 Model chi-square 7.6324
Degrees of freedom 7 Significance 0.36612

Nagelkerke R Square 0.12878
Panel B: CG disclosure

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Acc/fin. experience 1.4147 0.6664 4.5064 0.0338 ** 4.1153
Sales/mar. experience 0.8055 0.5754 1.9598 0.1615 2.2377
Industry experience 0.5092 0.7716 0.4355 0.5093 1.6640
Lawyer -0.5057 0.7622 0.4402 0.5070 0.6031
Beta 0.1538 0.7944 0.0375 0.8465 1.1663
ROIC 3 year avg. 0.2702 1.7871 0.0229 0.8798 1.3102
Board size 0.4211 0.1447 8.4654 0.0036 *** 1.5236
Constant -6.3385 1.4988 17.8839 0.0000 *** 0.0018

-2 Log likelihood 81.2694797 Model chi-square 26.5858
Degrees of freedom 7 Significance 0.0004 ***

Nagelkerke R Square 0.35376
Panel C: From two to one auditor

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Acc/fin. experience -0.6855 0.4882 1.9715 0.1603 0.5038
Sales/mar. experience 0.8332 0.5012 2.7633 0.0964 * 2.3007
Industry experience 0.9193 0.6320 2.1154 0.1458 2.5075
Lawyer -0.2042 0.5987 0.1163 0.7331 0.8153
Beta 0.2659 0.6305 0.1779 0.6732 1.3047
ROIC 3 year avg. 0.6490 1.0884 0.3556 0.5510 1.9136
Board size -0.2034 0.1122 3.2852 0.0699 * 0.8160
Constant -0.0282 0.9384 0.0009 0.9760 0.9722

-2 Log likelihood 114.1872 Model chi-square 9.6329
Degrees of freedom 7 Significance 0.2103

Nagelkerke R Square 0.1293
Panel D: Audit Committee

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Acc/fin. experience -0.5035 0.9562 0.2773 0.5985 0.6044
Sales/mar. experience 0.7718 0.8746 0.7789 0.3775 2.1637
Industry experience 1.6265 1.4871 1.1963 0.2741 5.0862
Lawyer 1.5655 1.0189 2.3609 0.1244 4.7852
Beta 3.1284 1.2435 6.3295 0.0119 ** 22.8366
ROIC 3 year avg. -3.1588 1.9100 2.7353 0.0982 * 0.0425
Board size 0.6969 0.2559 7.4141 0.0065 *** 2.0075
Constant -11.8294 3.3368 12.5683 0.0004 *** 0.0000

-2 Log likelihood 41.5329 Model chi-square 31.8521
Degrees of freedom 7 Significance 0.0000 ***

Nagelkerke R Square 0.5246
Two-sided p-values ***< 1%; ** <5%; *<10%

Sig.level

Table 5. Logistic regression models for (H2) professional background effects

Sig.level

Sig.level

Sig.level



Panel A: IFRS Implementation

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Diversity (gender) 0.5262 0.6219 0.7159 0.3975 1.6925
Diversity (composite) 0.3412 0.2369 2.0736 0.1499 1.4066
Diversity (employee) 1.2268 0.9632 1.6222 0.2028 3.4103
Beta 0.3157 0.8065 0.1533 0.6954 1.3712
ROIC 3 year avg. -2.5723 1.2691 4.1085 0.0427 ** 0.0764
Board size -0.0407 0.1434 0.0804 0.7768 0.9602
Constant -3.5934 1.1843 9.2070 0.0024 *** 0.0275

-2 Log likelihood 76.2129 Model chi-square 8.3289
Degrees of freedom 6 Significance 0.2150

Nagelkerke R Square 0.1400
Panel B: CG disclosure

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Diversity (gender) 1.3159 0.6389 4.2424 0.0394 ** 3.7282
Diversity (composite) 0.8652 0.2578 11.2626 0.0008 *** 2.3754
Diversity (employee) 0.8261 0.9794 0.7115 0.3990 2.2844
Beta -0.2182 0.8097 0.0726 0.7876 0.8040
ROIC 3 year avg. 0.3816 1.8715 0.0416 0.8384 1.4646
Board size 0.3526 0.1778 3.9329 0.0474 ** 1.4228
Constant -7.5434 1.7323 18.9614 0.0000 *** 0.0005

-2 Log likelihood 75.0358 Model chi-square 32.8194
Degrees of freedom 6 Significance 0.0000 ***

Nagelkerke R Square 0.4240
Panel C: From two to one auditor

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Diversity (gender) 0.1716 0.4998 0.1178 0.7314 1.1872
Diversity (composite) 0.2191 0.1721 1.6208 0.2030 1.2450
Diversity (employee) 0.6971 0.6475 1.1590 0.2817 2.0078
Beta 0.0734 0.6248 0.0138 0.9065 1.0762
ROIC 3 year avg. 0.2107 1.0675 0.0390 0.8435 1.2346
Board size -0.2588 0.1373 3.5532 0.0594 * 0.7720
Constant -0.0035 0.8576 0.0000 0.9967 0.9965

-2 Log likelihood 118.9662 Model chi-square 4.8540
Degrees of freedom 6 Significance 0.5627

Nagelkerke R Square 0.0667
Panel D: Audit Committee

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

Diversity (gender) 1.3795 0.8849 2.4302 0.1190 3.9730
Diversity (composite) 0.8703 0.4306 4.0854 0.0433 ** 2.3876
Diversity (employee) -0.4498 1.4231 0.0999 0.7519 0.6377
Beta 2.8206 1.2011 5.5147 0.0189 ** 16.7865
ROIC 3 year avg. -2.9679 1.9535 2.3081 0.1287 0.0514
Board size 0.6236 0.2943 4.4897 0.0341 ** 1.8657
Constant -11.9648 3.3386 12.8433 0.0003 *** 0.0000

-2 Log likelihood 39.9179 Model chi-square 33.4671
Degrees of freedom 6 Significance 0.0000 ***

Nagelkerke R Square 0.5470
Two-sided p-values ***< 1%; ** <5%; *<10%

Sig.level

Table 6. Logistic regression models for (H3) diversity effects 

Sig.level

Sig.level

Sig.level



Panel A: IFRS Implementation

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

H1(Foreigner) 1.7433 0.6813 6.5469 0.0105 ** 5.7160
H2(Sales/mar. experience) 0.6335 0.6452 0.9640 0.3262 1.8842
H3 (-)
Beta -0.3003 0.9414 0.1018 0.7497 0.7406
ROIC 3 year avg. -2.5168 1.2901 3.8058 0.0511 * 0.0807
Board size 0.1077 0.1299 0.6869 0.4072 1.1137
Constant -3.4327 1.1208 9.3801 0.0022 *** 0.0323

-2 Log likelihood 70.310566 Model chi-square 14.2313
Degrees of freedom 5 Significance 0.01421 **

Nagelkerke R Square 0.23247
Panel B: CG disclosure

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

H1(Int. experience) 3.1564 1.2137 6.7633 0.0093 *** 23.4862
H2(Acc/fin.experience) 1.4634 0.7447 3.8615 0.0494 ** 4.3205
H3 (gender) 1.5920 0.6810 5.4648 0.0194 ** 4.9138
Beta -1.1366 0.9105 1.5584 0.2119 0.3209
ROIC 3 year avg. 0.1232 1.7557 0.0049 0.9440 1.1311
Board size 0.4617 0.1638 7.9451 0.0048 *** 1.5867
Constant -8.4510 2.0104 17.6705 0.0000 *** 0.0002

-2 Log likelihood 67.9530 Model chi-square 39.9022
Degrees of freedom 6 Significance 0.0000 ***

Nagelkerke R Square 0.4986
Panel C: From two to one auditor

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

H1 (-)
H2(Sales/mar. experience) 0.8926 0.4703 3.6021 0.0577 * 2.4416
H3 (-)
Beta 0.2027 0.6199 0.1069 0.7437 1.2247
ROIC 3 year avg. 0.2973 1.0368 0.0822 0.7743 1.3462
Board size -0.1946 0.1086 3.2134 0.0730 * 0.8231
Constant 0.2177 0.7991 0.0742 0.7853 1.2432

-2 Log likelihood 117.71308 Model chi-square 6.10705
Degrees of freedom 4 Significance 0.19129

Nagelkerke R Square 0.08343
Panel D: Audit Committee

 Parameter 
estimate

Standard 
error

Wald chi-
square Exp (par. est.)

H1(Foreigner) 3.8040 1.5407 6.0955 0.0136 ** 44.8794
H2 (-)
H3 (gender) 1.6735 1.0277 2.6518 0.1034 (*) 5.3306
Beta 3.4953 1.6808 4.3245 0.0376 ** 32.9608
ROIC 3 year avg. -2.2897 1.8978 1.4556 0.2276 0.1013
Board size 0.7580 0.2799 7.3330 0.0068 *** 2.1341
Constant -14.1105 4.3950 10.3077 0.0013 *** 0.0000

-2 Log likelihood 33.3242 Model chi-square 40.0608
Degrees of freedom 5 Significance 0.0000 ***

Nagelkerke R Square 0.6349
Two-sided p-values ***< 1%; ** <5%; *<10%

Sig.level

Table 7. Reduced logistic regression models - all effects 

Sig.level

Sig.level

Sig.level




