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                                            Purpose

                                        
                        This study aims to examine the link between boards and audit committees and firm performance in Kuwaiti listed firms in the context of recent and extensive corporate governance regulatory reform.

                    
                


            
                
                                            Design/methodology/approach

                                        
                        Panel data regression analysis with fixed effects and clustered standard errors of firm performance for 61–97 listed industrial and services firms in Kuwait over a seven-year period. The dependent variables are the returns on assets and equity, the debt-to-equity ratio and leverage and Tobin’s Q and the independent variables comprise board of directors and audit committee characteristics, including size, the number of meetings and the numbers of independent and outside board and expert committee members. Firm size, subsidiary status and cash flow serve as control variables.

                    
                


            
                
                                            Findings

                                        
                        Mixed results with respect to the characteristics of the board of directors. Board size and independent and outsider board members positively relate only to Tobin’s Q and insiders only to debt to equity. For audit committee characteristics, committee size, independence and expertise positively relate to the return on equity and committee size and expertise only to Tobin’s Q. Of the five performance measures considered, board and audit committee characteristics together best determine Tobin’s Q.

                    
                


            
                
                                            Research limitations/implications

                                        
                        Data from a single country limits generalisability and control variables necessarily limited in a developing market context. Need for qualitative insights into corporate governance reform as a complement to conventional quantitative analysis. In combining accounting and market information, Tobin’s Q appears best able to recognise the performance benefits of good corporate governance in terms of internal organisational change.

                    
                


            
                
                                            Practical implications

                                        
                        The recent corporate governance code and guidelines reforms exert a mixed impact on firm performance, with audit committees, not boards, of most influence. But recent reforms implied most change to boards of directors. One suggestion is that non-market reform may have been unneeded given existing market pressure on listed firms and firms anticipating regulatory change.

                    
                


            
                
                                            Social implications

                                        
                        Kuwait’s corporate governance reforms codified corporate governance practices already in place among many of its firms in pursuit of organisational legitimacy, and while invoking substantial change to audit committees, involved minor change to firm performance, at least in the short term. Some firms may also have delisted in expectation of stronger corporate governance requirements. Regardless, these direct and indirect processes both improved the overall quality of listed firm corporate governance and performance in Kuwait.

                    
                


            
                
                                            Originality/value

                                        
                        Seminal analysis of corporate governance reforms in Kuwait, which have rapidly progressed from no corporate governance code and guidelines to an initially voluntary and then compulsory regime. Only known analysis to incorporate both board of directors and audit committee characteristics. Reveals studies of the corporate governance–firm performance relationship may face difficulty in model specification, and empirical significance, given the complexity of corporate governance codes and guidelines, leads in changing firm behaviour and self-selection of firms into and out of regulated markets.

                    
                


                    

    

                
        Keywords

        	 Corporate governance
	 Audit committees
	 Boards of directors
	 Emerging markets
	 Market and accounting performance
	 Kuwait


    

                
                                    
    Citation

    
        Alajmi, A. and Worthington, A.C. (2023), "Corporate governance in Kuwait: joining the dots between regulatory reform, organisational change in boards and audit committees and firm market and accounting performance", Journal of Financial Reporting and Accounting, Vol. ahead-of-print No. ahead-of-print. https://doi.org/10.1108/JFRA-04-2022-0133
    


            
            
        

    
                
                
        Publisher
:
        Emerald Publishing Limited

    

                
        Copyright © 2023, Emerald Publishing Limited
    

                        


            
                                    Related articles



                            

        

    


    
    

    

    
  
    
      
        Support & Feedback 
      

    
    
      Manage cookies
    
  


  
    
      

        
          We’re listening — tell us what you think

          	
              Something didn’t work…

              Report bugs here

            
	
              All feedback is valuable

              Please share your general feedback

            


        


        
          Join us on our journey

          	
              Platform update page

              Visit emeraldpublishing.com/platformupdate to discover the latest news and updates

            
	
              Questions & More Information

              Answers to the most commonly asked questions here

            


        


      

    

  








    
    
        
            
                
                
                    	
	
	
	


                

                © 2024 Emerald Publishing Limited

            

            
            
                Services

                	Authors
	Editors
	Librarians
	Researchers
	Reviewers


            

            
                About

                	About Emerald
	Working for Emerald
	Contact us
	Publication sitemap


            

            
                Policies and information

                	Privacy notice
	Site policies
	Modern Slavery Act
	Chair of Trustees governance statement
	Accessibility


            

        

    




    



    
















  
  
    
    
        
            ×
        
    

    
        

    





    

    

    

    









