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Voluntary corporate governance structure and

financial distress: Evidence from Australia
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6. Summary and conclusion

We examine the association between various corpo-
rate governance attributes and the financial distress status
of Australian listed firms for the period 1999-2003. The focus
is placed on voluntary adoption of governance structures
and decision-making by sample firms prior to the intro-
duction of formal corporate governance requirements by the
Australian Securities Exchange in 2003. Our results show that
both greater levels of director and blockholder ownership
and the existence of a board audit committee reduce the
likelihood of financial distress. These findings persist under
various definitions of financial distress status. Using a si-
multaneous equations system to evaluate the issue of
causality, our analysis indicates that causality runs from cor-
porate governance to financial distress status, suggesting that
voluntary adoption of certain corporate governance struc-
tures reduces financial distress.

Our findings have implications for the evaluation of fi-
nancially distressed firms and for the ongoing corporate
governance reform process in Australia. Firstly, our find-
ings will assist investors incorporating relevant corporate
governance attributes as part of their information set when
evaluating the underlying risk and investment attractive-
ness of firms. Secondly, our results are important for policy-
makers (ASX Corporate Governance Council), when
formulating best practice governance structures.

$S dod g A5 - 6

sla S8 Glle Gliss Cumids 5 B4 CuaSle sl (Shs glgil pu daly Lo
B9 3 3556 - @85 oo ey 2003 B 1999 JLle 31 ) bl 0 Cawrygd
JB digé slo S hawgl (535 puaal 9 GuaSle gla lisl dildbgls Gipdy
Jlo s Gildliulisley Bl g byl Gawy (5,8 CasSle Sl G3y=a
ke CuSlle jiiin o 93y 45 Wiy e OLES Lo gl . 33,5 e #3815 2003
e Ol Jlezol il Lol opse Ciun (Shans diuaS 3929 9 odas jlualaw 9
gao3a (il 8l Olojan O¥olee el 31 0olitud b Lo Jolosi . W3S (50
b 5555 CunSlo I Jgase 5 Cls dlaaly a5 uS (0 padedia « Gylze 5 S
Sle dildbsls Gaply 5 amd e Olis 5 35 (8 ezl Jla Ol Cumsg

335 o Gle Ol relS Ll puma (58 CuaSlo sla

5 Gl Ghew sl gls S8 b3y gl il Sugw shib b gls 4Bl
Sl bl « Yl . aidly (o WIRwl 53 1> delol (88 CuSlo pilol wnslys (sly
Olgie & B CusSlo glo Shs jl 65 48 o SaS GHIS alow 4 Lo
Caalio 5 Lol Sy €5 wips o 0y il o GLI Ciledls! degasa bl bk
2 LIS Gl gl Lo gl Wil uS (0 (231 ) Lo S (6008 dilo

xS e 3945 1) 09 (3 e b CuaSlo gl jlisle & witus pge il

LS

Canyd b JalS b doz s allie degs sy e 4oz 3 51 ad g5 Jolb ()
ke SIS lowsl e aandS5) diens b olyan (Lol JoB) )9

Aol SUlS o] il daz 3 OYEe (o Sdode Somiws $l0

aiz e Ol i oKy 5



http://iranarze.ir/%D8%AC%D8%B3%D8%AA%D8%AC%D9%88/
http://iranarze.ir/voluntary+corporate+governance+structure+financial+distress

