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CORPORATE GOVERNANCE IS TOPIC OF
TENTH ANNUAL CONFERENCE

Al;rge turnout of accountants, managers and aca-
emics gathered at the National Arts Centre to
hear an excellent panel of speakers present their
views on corporaté governance, The speakers pre-
sent their views con corporate governance. The
speakers were: Guylaine Saucier, Chair, Joint
Corporale Governance Committee, and Pasl Chair.
Board of Directors of CBC/ Radio-Canada; Karen
Hughes, Protfessor, University of Alberta; Alex
Dunlop, Professor, Sheffield University, UK; and Al
Hatton, President, Coalition of Vcluntary
Organizafions.

The aim of the Conference was to provide partici-
pants with a good practice guide for governance.
Included in the issues to be covered were: how an
organizalion, whether in the public or private sec-
tor, can ensure good governance; the roles and
responsibilities of the players involved, accoun-
tants, managers or Board members; and how an
eftective framework for internal control can con-
tribute 10 good governance.

Basing her remarks on the research and findings
of the Joint Corporate Governance Commitlee,
Guylaine Saucier noted that the major conclusions
of the Committee revolved around the need to
change the behaviour and culture of Beards.. The
keys to such a change are the improvement of dis-
closure and increased board independence.
Disclcsure should be focused on behavicur rather
than structure and on functicn rather than form.
Increased board independence can be achieved
by ensuring that there is a good werking based
with strong leadership and the right people on the
board.

The relative absence of wemen on Boards and in
top executive positions was the theme ot the pre-
sentation by Professor Karen Hughes While the
situation is improving, women are still not sharing
the growth of the 1op jobs. The explanation for this
lies in the number of barriers that exist. There are
institutional barriers such as biased recruitment
practices. exclusion of women from informal net-
works, and outright discrimination. Also, there is a
shortage of qualified female candidates for the top
jobs. Too, some women chose 1o leave the work-
place to raise a family. What is needed to amelic-
rate the problem is an expanded pool of qualified
women candidates as well as improved recruit-
ment practices.

According to Professor Dunlop, corporate gover-
nance invelves the direction, managemenl and
control of an crganization. More and more a stake-
holder perspective of governance is demanding
accountability and transparency in corporate
affairs as well as an emphasis on business ethics.,
Recent studies have tended to highlight thase
requirements of corporate governance. The glokal-
ization of equity markets is accentuating these
demands. They are forcing better reporting includ-
ing international accounting standards.

In his remarks. Al Hatton pointed out the size and
growth of the voluntary organization sector. There
are a number of factors which are demanding
improved governance far organizations in this sec-
tor. Among these factors are: a blurring of roles
between sectors (private, public, nonprofit); gov-
ernmenl restructuring and shifts in roles and
responsibilities; a new volunteerism; and high pub-
lic expectations. Improved governance and leader-
ship in response to these factors will involve the
boards of voluntary organizations in issues such
as: leadership, power and lagitimacy, manage-
ment, job descriptions, culture, norms and aiti-
tudes, and competence. A number of formal group
have been formed to tackle these issues.

The participants and speakers were welcomed by
Herb Wodehouse, President of CGA Ontaric and
thanked by Dean Michedl Kelly of the School of
Management of the University of Otftawa.
Moderator tor the conference was Professor
Kathryn Pedwell of the University of Ottawa.

Speakers at the Tenth Contarpsee (feft to rght): Herb A
Wodehouse, MEA, FOGA, Frasdem CGA-Ontado; Guylaine
Sauciar, FLA, Chatr, Joint Corporale Govemance Cormmilies
(CICA, TSE, CONX); Al Hatan, B84, Fresiden! Coalition of
National Volumtary Organizalion, Karen Hughes, Ph.D,
Profassor University of Aibarta
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ACCOUNTING RESEARCH CENTRE
MARKS A DECADE OF ACHIEVEMENT

= fenth annual conference of the ARC held al the National

Arts Centre, Ottawa. on 18 Ocicber, 2001, marked a milestone

in 1he history of the ARC. The Centre had contributed to account-
ing thought in Ottawa and throughout the profession for a decade.

Two testimonials to its success were provided to the Centre
during its tenth conference. Dean Micheal Kelly of the Faculty
of Administration, University of Ottawa, observed that the suc-
cess of the Centre's conferences and work testified in part in its
ability 1o identify key issues in accounting and management.
Speaking at the same conference, Herb Wodehouse,
Fresident, CGA Ontario said that the high standard of the
Cenlra's research activilies was reflected in te high guality and
orestige of the professicnal journals in which it was published.

The Executive Ciraclor with members of CGA-Cntaric Board
(fatt o righll: Richard R.Duffield, CD, MB4, CFE,
CGA Govarmor, Ronald V. Colvoo, MBA, FCGA, Second Vice
FresidanliTreasurar; Daniel Zeghal, FCGA, Frofassor,
Direclor Executive CGA-ARC, Urnversity of Oflawa; Harb J,
Wodehouse, &84, FGGA, Frasidenl: Fredanck H Burks,
B.Comn., CGA, Vice President; Bruce W Hulton, TEP, CFG,
Vice Preaidant

The Cenlre, located at the University of Ottawa, was estab-
iished in 1992 with financial support from CGA Ontaric. The
Centra is designed to promole research in accounting and
related fields.

To honour its mission and achieve its cbjectives, the Centre
has undertaken a number of activities. These include: a com-
prehensive research orogram, annual conference, research
workshops featuring distinguished speakers in accounting, an
annual Newsletter, the development of a website and an infra-
structure featuring publisned articles and corporate reports.

The research program is the engine that drives the Centre. Its
objective is tc shape the practice of accounting by building
enduring knowtedge, educating for leadership and communicat-
ing innovative and substantive ideas in the mest effective ways.
The research program is aimed at meeting the challenges of
change and advancement in the economic and business envi-
ronment that face accounting, accountants and the accounting
product.

The research program produces a variety of outputs. The out-
put results are published in articles in academic journals and
professional and trade journais. They also include the publica-
tion of books, conference proceedings, research reports, pre-
seniations at conferences and aricles on the web. The total
rumber of these oulputs to date is about one hundred.

The Centre has a comprehensive program of conferences.
These are annual events in which a panel of academics and

practitioners come together to discuss common issues. The
purpose is to educate, provide a forum for discussion, facilitate
the disseminalion of research results and give visibility to the
Research Centre, the University of Ottawa and CGA Oniario.

To date, ten highly successful conferences have been held.
They have ail been well attendec by professionals, academics
and experts in their own fields. The focus has been on pressing
issues in accounting and on themes which are relevanl to pro-
fessionals and practitioners in all types of sectors and crganiza-
tiens. The conferences have had the following themes:

« Fall 2001: 'Good Corporate Governance in the Third
Millennium: Improving the systems by Which Canadian
Organizations Are Governed”,

« Fall 2000: "E-Commerce Revolution: New Roles for
Accountants and Financial Managers',

* Fall 1999: "The Greening of Organizations: How
Organizations Are Meeting the Challenge of Environmental
Management, Measurement, and Reporting and Auditing',

* Fall 1998: 'Managing by Performance Measures: Making It
Work",

« Fall 1997 "The New social and Economic Order: Is Qur Tax
System Up To Its Challenge?',

* Fall 1996: 'Public Sector Accounting: Shifting the Focus to
Results”,

+ Fall 1995: Financial Statements: Do They Have a Future?”,

+ Fall 1994: "Management Control: The Challenges in a
Turbulent Time',

« Fall 1993: "The Crisis in Auditing',

* Fall 1992: 'Performance Measurement and Reporting in Non-
profit Organizations: I1s There an Alternative to the Traditional
Accounting Model?".

The proceedings of theses conferences have been published and
are made available to the public.

Another of the Centre's activities invalves a series of research
workshops with well-known academics and practticners who are
invited to present their research results at these worksheps. This
forum presents an opportunity for the exchange of ideas and the
enhancemenl of knowledge and research methodologies between
teams of researchers at the Centre and researchers in cther institu-
tions. It also facililates networking and gives the Research Centre a
higher profile in the research and academic communities.
Distinguished speakers have come from all over Canada, the
United States. United Kingdom, Australia, Hong Kong, Ireland and
Korea.

The CGA Accounting Research Centre publishes a Newsletter (of
which this is the ninth) reporting on major activities and achieve-
ments during the year. The objective of the Newsletter is to keep
the academic and accounting communities and other interested
paries, aware of the activities of the Centre, and 1o give it, the
University of Ottawa and CGA Ontario appropriate visibility.

The Centre has made innovative use of technology to educate and
communicate on work being done &t the Centre by creating a web-
sile. The website provides on-line information on the Centres’ activ-
ities and resources.

Finally, as one of its major initizlives, the Centre undertook to build
an adequate infrastructure which would make it possible to meet its
goals and objectives and to give more focus to its research activi-
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“ARC marks a decade...” Continued from p.2

ties. This involved acquiring a collection of academic and profes-
sional joumals, acquiring critical data bases for research programs,
assembling a collection of international corporate annual reports,
and acquiring access to computing services.

The Centre has been quite successful in these afforts. It has a
library of more than 30,000 annual reperts, publications and
other date from major listed companies in ten countries. This
ccllection of annual reports has been put on CD-Rom 1o save
space and facilitate the use of those sources of information by
researchers.

The people who have patlicipated in the aclivilies of the Centre
take pride in their accomplishment, They hope to be challenged
to do more in the coming years. The Centre has been meeting
its goals and objectives and it is positioned to shape the prac-
tice of accounting in the coming years by building enduring
knowledge.

Guests and presenlers al the confergnce [lell to righl) :
Gupiaina Savoer, FCA, Chair, Joit Corporale Governance
Commies (CICA, TSE, CONX); Fayl Faulkner, MBA, mam-
bar of the advisory councl al the CGA-ARC, Edior of this
Nowsialter: Al Hattan, BA, Presiciant Caaliion of National
Votuntary Grganizalion; Micheal Kely, Oean, School of
tdanagement. University of Ollawa; Herb J. Wodehouse,
MBA, FCGA, Pragidant CGA-COniann; Kathryn Facwsli, Fh.0.
Frofassor, Univarsity of Olawa; Karen Hughs, Fh.D,
Professor Univarsiy of Alberta

RESEARCH ABSTRACTS

1. "Value-Relevance of Eamings, Cashfiows and Value Added:
MNorth American and European Differences”, by D. Cormier,
M. Magnan and D. Zeghal.

The measurement of a firm's performance is critical. Many
persons and issues depend on lhe selection of an appropriate
performance metric. This study compares five performance
melrics in terms of their ability to capture value and value cre-
aticn, These measures are net eamings, opesaling earnings,
cashflows from operations, residual income and value added.
Since country-spectfic standards and regulations influence the
computation of performance metrics, the sample comprises
firms from four countries; the United States, Canada, France
and Swilzerland.

Results suggest that the value relevance of a performance
metric as well as its predictive ability depend upon a country's
financial measurement and reparting environment. An
investor-focused, less restriclive financial reporting environ-
ment enhances the power of petormance metrics to explain
firm value or financial prespects. In contrast, a national
accounts focus and more restrictive reporting environment
diminish the explanatory power of performance metrics.

CGA Ortane's presiden] and Universily of Olawa quests
wera able o natwork ovar caffee and lea during e conlar-
enca, From left to rnight: Michael Kelly, Oean, School of
Managemenl, Liniversity of Otawa; Carcle Workman, Vice
Feclor (resources), Universily of Qtawa; Herb Wodehcuse,
20012002 prasident, CGA Onlario; and Danial Zaghal,
Executive Director, CGA-ARC, University of Oltawa.

2. "Labor Cosls Voluntary Disclosure: Proprietary Infermation or
a Signalling Instrument?” by Kaouthar Lajlli and Daniel Zeghal.

This study explores the information cantent of labor cosl vol-
untary disclosure by examining and comparing labor produc-
tivity and management efficiency in labor use belween dis-
closing and non-disclesing and non-disclosing firms and
between disclosing firms differing in their degree of induslry
disclosure intensity. A production function appreach i3 fol-
towed to estimate labor-related productivity and efficiency indi-
cators based on accounting data relative to laber cost disclo-
sure for a sample of US firms in 1997, The estimates are then
incorporated into binary and mullinomial logistic regressions
to model the disclasure decision and intensity along with other
explanatory variables, namely polilical costs or proprietary
information costs. The study’s main resuills show that non-dis-
closing firms have on average a higher value marginal prod-
uct of labor than disclosing firms and that proprietary informa-
tion costs ara negatively refated to voiuniary disclosure of
labor costs. Thiese resuits seem to support fhe “proprietary
information” typothesis of valuntary disclosure where its indi-
recl costs in terms of competitive and strategic costs outweigh
the signalling benefit from disclosing labor and related costs.

. "Earnings Management and the Stock Market Environment”

by Alireza Danashfar ano Daniel Zeghal.

This study examines the effect of stock market environment
on the opportunity earnings managemant through discre-
tionary accruals. Market environment is definad as the gener-
al markets' disposition that underlies the investors' view on Ihe
direction of stock price changes and receptiveness of eamn-
ings changes. Market environment is classified intc three clus-
ters; opfimisiic, neutral and pessimistic market environment. It
is argued fhat in an optimistic market environment, positive
information including eamings information is greatly awarded
by investors. Optimism abcut stock price changes and the
general economic situation make accrual increases more
acceptable to investors, providing incentive and opportunity to
firms to manage their reported earnings upward. This issue is
examined by investigating the effect of market environment on
earnings management during the period of first quarter of
1898 to first quarter of 2000, when a strong optimistic market
existed. A sample of 1510 firms was selected. The results
show that the mean of abnormal accruals was statistically sig-
nificant during the test period. The resulls also indicate that
lhe changes in accruals had an increasing effect on reported
eamings numbers during this period and accruals were used
to manage eamings upward. Further, the results show that
lhe earnings were managed upward during every quarter in
{he test period.
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PUBLICATIONS

“The Exchange Rate Exposure of Multinational Firms in Korea™ by
Mun Soo Choi and Daniel Zeghal, International Journal
Management, Vol. 23-24, Nov. 2001, pp. 68-73.

“Earnings Management at the Stock Market Environment” by Alireza
Daneshfar and Daniel Zeghal, Working Paper 02-07, January
2002.

“The Impact of the Commercialization Process on the Operating
Financial Performance of State-Owned Firm” by Richard Bozec
and Gaetan Breton, Working Paper 01-53, October 2001.

The tenth conference was well attended. Some of the
participants.

“The E-Commerce Revolution: New Roles for Accountants and
Financial Managers” Proceedings of Ninth Annual Conference by

Daniel Zeghal, Editor, pp. 1-68, 2001, 2. “Application of Earnings Persistence Information in Employee

Compensation Analysis, The Case of Profit Sharing Plan” by Dr.
Alley Daneshfar, Professor, University of New Haven, 4 June,

“E-Commerce: New Challenge for SMB" by Daniel Zeghal and Yalla 2001

Sangare, published in Proceedings of Ninth Annual Conference,
pp. 149-68, 2001. 3. “L'analyse par enveloppement des données floues” by Dr. Foued

Ben Abdelaziz, Professor, Laurentian University, 22 May, 2001.
“Value-Relevance of Earnings, Cashflows and Value Added: North

American and European Differences” by Daniel Zeghal,

Accountancy & Bedrijfskunde, Vol. 26, No. 2, pp. 35-59, June OTHEH NEWS

2001, 1. CGA Ontario has renewed its commitment to the Accounting
“['analyse de l'effet de la privatisation des entreprises étatiques sur Research Centre for ten years to April 30, 2013.
la divulgation de I'information dans les rapports annuels” by 2. Danie! Zeghal, Director of the Centre, has been listed in the 22nd
Richard Bozec and Daniel Zeghal, Working Paper 01-22, June edition of the “Who's Who in Canadian Business” one of the most
2001. respected and sought after business resources in Canada.
“L'évaluation de la performance des filiales situées au pays et a l'é- 3. CGA Ontario has been encouraging the Centre to engage in inter-
tranger : une perspective canadienne” by Daniel Zeghal and Fodil national alliances. To this end the Centre has had three distin-
Adjaocud, Governance Revue International, Vo!. 2, No. 1-2, pp. 64- guished scholars spending time doing joint research projects. The
73, Winter/Spring 2001, scholars are Dr. Mun Soo Choi from Korea, Dr. Hamadi Matoussi
from Tunisia and Professor Hans-Peter Burghof from Germany.
“European Accounting Research: An Analysis of Issue and Country Also Med Dia from UQAM is currently engaged in a post doctoral
Productivity” by Hans-Peter Burghof and Daniel Zeghal, program at the Centre.

European Accounting Association, 24th Annual Congress,
Athens, Greece, April 18-20, 2001.

FOR MORE INFORMATION

* To learn more about the CGA-ARC visit our Web site at the
following address: www.cga-arc.uottawa.ca
Contact ARC by E-mail, phone, fax or mail to:

“A Comparison of Information Disclosed on the Web with Information
in the Annual Reports: An Exploratory Study of Canadian
Companies” by Michael Maingot and Daniel Zeghal, European
Accounting Association, 24th Annual Congress, Athens, Greece,
April 18-20, 2001.

“An Analytical Approach to the Information Content of Labor Costs

Volunt Disclosure” by Kaouthar Lajili and Daniel Zeghal,
oluntary Disclosure” by Kaouthar Lajili and Daniel Zeghal, Daniel Zeghal, Ph.D., FCGA

Executive Director
CGA-Accounting Research Centre
School of Management

University of Ottawa

Ottawa, Ontario K1N 6N5

European Accounting Associaiton Annual Congress, Athens,
Greece, April 18-2, 2001.

DISTINGUISHED SPEAKER SERIES

The Accounting Research Centre sponsored a number of presenta- Telephone: (613) 562-5800 ext. 4769
tions by distinguished speakers: Fax: (613) 562-5164

1. “Knowledge-Based Information Used in Investment Decision E-mail: zeghal @admin.uottawa.ca

Making” by Dr. Waymond Rodgers, Professor, Graduate School
of Management, University of California, Riverside, 9 November,
2001.
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